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Served (Volume I) 

NOTICE TO THE PARTIES 

Exceptions, if any, must be filed with the Secretary, INTERSTATE 
COMMERCE COMMISSION, Washington, D.C., and served on all parties 
in interest within 30 days from the date of ser~ice shown on the 
final volume hereto, or within such further period as may be au­
thorized for the filing of such exceptions. At the expiration of 
said period for the filing of exceptions, the recommended order 
will become the order of the Commission and will become effective 
unless exceptions have been seasonably filed or the order has been 
stayed or postponed by the Commission. If exceptions are filed, 
replies to exceptions may be filed within 20 days after the final 
date for filing of exceptions. It should not be assum~d that the 
recommended order has become effective as the order of the Com­
mission until a notice or order to that effect, has been served. 

------------------------------------------------------------~---
Finance Docket No. 226881 

CHICAGO & NORTH WESTERN RAILWAY COMPANY--CONTROL-­
CHICAGO, ROCK ISLAND AND PACIFIC RAILROAD COMPANY 

Decided 

1. In Finance Dockets Nos. 22688 and 22689: 

Applications of the Chicago and North Western Railway Company 
for authority (1) to acquire direct control of the Chicago, 
Rock Island and Pacific Railroad Company through acquisition 

lThis report embraces Finance Docket No. 22689, Chicago & North 
Western Railway Company--Issuance of Securities; Finance Docket No. 
23285, Union Pacific Railroad Company--Control--Chicago, Rock Island 
and Pacific Railroad Company; Finance Docket No. 23286, Union Pacific 
Railroad Company and Chicago, Rock Island and Pacific Railroad Company, 
Merger; Finance Docket No. 23287, Union Pacific Railroad Company-­
Issuance of Securities; Finance Docket No. 23595, Southern Pacific 
Company--Purchase {Portion)--Chicago, Rock Island and Pacific Railroad 
Company; Finance Docket No. 23596, Southern Pacific Company-­
Assumption of Obligations; Finance Docket No. 23919, Atchison, Topeka 
and Santa Fe Railway Company--Purchase, Etc.--Chicago, Rock Island 
and Pacific Railroad Company (Portion); Finance Docket No. 23920, 
Atchison, Topeka and Santa Fe Railway Company--Assumption of Obligatio~ 
No. MC-F-9222, Southern Pacific Transport Co.--Purchase (Portion)-­
Rock Island Motor Transit Co.; Finance Docket No. 24128, Union Pacific 
Railroad Co. Construction; Finance Docket No. 24129, Union Pacific 
Railroad Co. and Chicago, Rock Island & Pacific Railroad Co. 
Abandonment; Finance Docket No. 24154, AT&SF--Common Use of Terminal 
Facilities--SL-SF; and MC-F-9668, The Santa Fe Trail Transportation 
Company--Purchase {Portion)--Rock Island Motor Transit Company. 



F.D. No. 22688 

of capital stock, and through such stock ownership of 
indirect control, solely or jointly, of the affiliated 
and subsidiary companies of the Chicago, Rock Island and 
Pacific Railroad Company, and in turn, through such 
transaction for Northwest Industries, Inc., of control 
of the controlled companies and (2) for Chicago and North 
Western Railway Company to issue certain of its securities 
to effectuate the control, denied. 

2. In Finance Dockets Nos. 23919 and 23920 and in No. MC-F-9668, 
(and in connection with the control application described 
under (1) above), applications of the Atchison, Topeka and 
Santa Fe Railway Company (Delaware corporation) for authority 
to purchase a portion of the franchises and properties of 
the Chicago, Rock Island and Pacific Railroad Company and 
in connection with such transaction for authority to assume 
obligation and liability for certain securities of the 
Chicago, Rock Island and Pacific Railroad Company; for the 
Santa Fe Trail Transportation Company to purchase a portion 
of the motor carrier operating rights of the Rock Island 
Motor Transit Company; and of Santa Fe Industries, Inc., to 
acquire control of the rail franchises and property and 
motor carrier rights, through the purchases, denied. 

Petition of the Southern Pacific Company for substitution as appli­
cant in Finance Docket No. 23919, in lieu of the Atchison, Topeka 
and Santa Fe Railway Company (a Delaware corporation), dismissed. 

3. In Finance Dockets No. 23285 and the directly related portion 
of the application in Finance Docket No. 23287: Applications 
of the Union Pacific Railroad Company for authority to acquire 
direct control of the Chicago, Rock Island and Pacific Railroad 
Company through acquisition of common capital stock and, 
through the acquisition of indirect sole or joint control of 
the latter's subsidiary and affiliated companies; and for 
authority to issue certain of its securities to effectuate 
the control, dismissed. 

4. In Finance Docket Nos. 23286 and 23595 and MC-F-9222: 

(a) Merger of the franchises and properties of the 
Chicago, Rock Island and Pacific Railway Company 
into the Union Pacific Railroad Company for 
ownership, management, and operation, and acqui­
sition by the Union Pacific Corporation of control 
of said franchises and properties through the 
merge~ (1) acquisition by th~ Union Pacific Railroad 
Company and, in turn, Union Pacific Corporation of 
sole or joint control of companies subsidiary to and 
affiliated with, the merged carrier and (2) acqui­
sition by the Union Pacific Railroad Company of the 
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leasehold interests in, and trackage rights over, 
or joint ownership in or use of the railroad lines 
of other carriers held by the merged carrier and 
acquisition by Union Pacific Corporation of control 
of said interests in, rights over, or ownership 
or use of lines of carriers approved and authorized, 
subject to conditions; and, 

(b) coincidently with the above-described merger, 
purchases by the Southern Pacific Transportation 
Com~any and its motor carrier affiliate, Southern 
Paclfic Transport Company, of portions of the rail 
franchises and properties and a portion of the 
motor carrier operating rights embraced in the 
above-described merger; and acquisition of control 
by the Southern Pacific Company of control of the 
franchises and property and motor carrier rights 
through the purchases, approved and authorized, 
subject to conditions. 

urisdiction retained (in Finance Dockets Nos. 23286 and 23595 
and in No. MC-F-9222) to enter such further order or orders as 
~y be necessary or appropriate. 

Petition of the Atchison, Topeka and Santa Fe Railway 
Company (Delaware) for substitutj.on as applicant in 
Finance Docket No. 23595, in lieu of Southern Pacific 
Company, denied. 

In Finance Dockets Nos. 23287 and 23596: 

(a) to accomplish the merger above-described, authority 
granted for the Union Pacific Railroad Company (1) to 
issue not exceeding 2,991,411 shares of its $1.80 
convertible preferred stock, without par value, (2) to 
issue not exceeding $93,881,110 in total aggregate 
amount of 30-year, 4-3/4 percent debentures and inden­
ture thereto, (3) to issue not exceeding 2,542,699 
shares of common capital stock, par value $10 per share, 
(4) to assume obligation and liability in respect of 
First Mortgage Bonds; 40-year 4! percent Income 
Debentures; and equipment trust obligations; of 
$110,171,000; and in connection with the above-described 
First Mortgage Bonds and 40-year 4! percent Income 
Debentures to issue supplemental indentures, (5) to 
assume obligation and liability in respect of various 
guaranties and suretyships in the total principal 
amount of $5,843,244,subject to conditions. Application 
for authority under section 20(a) to assume obligation 
and liability of conditional sales contracts, dismissed, 

(b) also with respect to the merger herein authorized and 
in connection with the issuance of securities authorized 
immediately above, authority granted the Union Pacific 
Corporation to issue not exceeding 2,991,411 shares of 
its $1.80 convertible preferred stock, subject to 
conditions. 
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(c) to accomplish the purchase herein authorized, 
authority granted for the Southern Pacific 
Transportation Company to assume obligation 
and liability in respect of contingent obli­
gations of bonds of certain railroad bridge 
and terminal companies in total principal 
amount of $3,068,473. 

6. In Finance Dockets Nos. 24128 and 24129 and subject 
to consummation of the transaction approved in 
Finance Docket No. 23286: 

(a) certificate issued authorizing construction by 
the Union Pacific Railroad Company of certain 
connecting tracks in Adams County and the City . 
and County of Denver, Colo., Thomas County, 
Kans., and Jefferson, Lancaster, Sarpy, and 
Gage Counties, Nebr. 

Conditions prescribed. 

(b) certificate issued permitting abandonment by the 
Union Pacific Railroad Company of certain lines 
of railroad in Adams County, Colo., Thomas County, 
Kans., Jefferson, Douglas, Sarpy, and Gage 
Counties, Nebr. 

Conditions prescribed. 

7. In Finance Docket No. 24154, subject t -o consummation 
of the transactions authorized in Finance Dockets Nos. 
23286 and 23595, use by the Atchison, Topeka And 
Santa Fe Railway Company (Delaware corporation) of 
certain tracks and facilities of the St. Louis-San 
Francisco Railway Company at Kansas City, Mo., for not 
exceeding a three-year period found to be reasonably 
required in the public interest, practicable, and 
without substantial impairment to the ability of the 
St. Louis-San Francisco Railway Company to handle its 
own business. 

Conditions prescribed. 

8. In connection with all or oertain of the above-described 
acquisitions proposed, requests for inclusion filed by 
the Denver & Rio Grande Western Railroad Company, 
Kansas City Southern Railway Company, Louisiana & 
Arkansas Railway Company, Soo Line Railroad Company, 
Missouri-Kansas-Texas Railroad Company, Northern Pacific 
Railway Company, Fort Worth and Denver Railway Company, 
Great Northern Railway Company, Western Pacific Rail­
road Company, and Chicago, Milwaukee, St. Paul and 
Pacific Railroad Company; granted in Finance Docket No. 
23595 as to the Missouri-Kansas-Texas Railroad Company, 
subject to conditions, deferred as to the Chicago, 
Milwaukee, St. Paul and Pacific Railroad Company, and 
denied or dismissed as to all other parties and 
applications. 
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9. Order of the Commission entered in Finance Docket No. 
241822 and Finance Docket No. 22688, on December 14, 1967 
with respect to a study bearing upon the acquisition by 
a unified Chicago & North Western Railway Company-Chicago, 
Great Western Railway Company-Chicago, Milwaukee, St. Paul 
& Pacific Railroad Company of control of the Chicago, 
Rock Island & Pacific Railroad Company through acquisition 
of capital stock, rendered moot by order of the Commission 
on March 31, 1970 in Finance Docket No. 24182, denying the 
proposed transaction. 

APPEARANCES 

William J. McGovern, James R. McAlee, Gerald · M. Stern, 
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Danielson, Stuart Ball, Howard Neitzert, Arthur R. Seder, Jr., 
Tully Friedman, Neil Komesar, Le~ McTurnan, Francis J. Melia, 
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Hodson, E. Houston Harsha, Karl F. Nygren, Richard Rogers, 
William C. Shannon, Timothy C. Klenk, J. C. Gibson, S. R. 
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Reginald Ames, Barry McGrath, Gordon C. Busdicker, William E. Davis, 
R. W. Spachman, Kenneth R. Lemke, Ernest D. Grinnell, Jr., John E. 
McCullough, Mark M. Hennelly, Gilbert P. Strelinger, Richard Emrich, 

2 
Chicago, Milwaukee and North Western Transportation Company-­
Consolidation--Chicago & North Western Railway Company and 
Chicago, Milwaukee, St. Paul and Pacific Railroad Company. 
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William R. McDowell, John Guandola, Leon Leighton, Richard H. 

Champlin, Edwin 0. Schiewe, Raymond K.Herrill, Robert F. :lllunsell, 

Warren H. Ploeger, Thomas G. Corcoran, Edward H. Foley, James 

Meers, R. T. Cubbage, Richard M. Gleason, Ralph L. MacAfee, 

Harry Voigt, Reagan Sayers, Hugh T. Mathews, G. M. Rebman, 

Harry G. Silleck and Philip S. Brown for rail carrier and motor 

carrier interveners. 
Michael K. \vilson, E. T. Williams, J·r., Vincent V. 

MacKenzie, Robert Lee Kessler, Rodney J. Bardwell, Jr., David 0. 

Benson, Walter R. McDonald, Larry D. Ripley, Thomas N. Bolton, 

Leo J. Steffen, Jr., Edward Johnson, Ray R. McKinley, William L. 

Mitchell, David Van Vote, Richard Musenbrock, Errol D. Taylor, 

\vayne 1'/. lvaldo, C. }1. Steelsmith, H. C. Larson, Thomas Higashi, 

Herman L. Bode, W. E. Fincher, John Avery, James R. Cunningham, 

Richard V. Maves, Harry Slater and Alex J. Eliopulos for State and 

regulatory agencies. 
Gerald T. Boyle, Howard D. Hicks, Max P. Zall, Harold c. 

~varnock, Samuel R. Freeman, C. C. Kennett, Walter J. Matejka, 

Carl S. Parker, Jr., :ll1orris G. \vatson, and Kendall Laughlin for 

counties, municipalities, chambers of commerce, associations and 

individuals. 
Andrew J. Connick, Robert B. Fiske, Jr., Thomas C. Meehan, 

and T. C. Lewis for brokerage houses and banks. 
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REPORT AND ORDER RECO:li~NDED BY 
NATHAN KLITENIC, HEARING EXA:l~UNER 

PART A THE PROCEEDINGS 

In Finance Docket No. 22688, by application filed 

July 5, 1963, as amended and supplemented, the Chicago and North 

West~rn Railway Company, hereafter called the North Western or 

C&NW,3seeks authority under section 5(2) of the Interstate 

Commerce Act to acquire control of the Chica~o, Rock Island and 

Pacific Railroad Company, (Rock Island or RI) through ownership 

of its capital stock, both common carriers by railroad subject 

to the provision of part 1 of the Interstate Commerce Act, and 

through such transaction to acquire indirect control of the Rock 

Island's subsidiary companies. In turn, by a supplemental 

3 The rail carrier parties will be referred to by the distinctive 

names in their corporate titles, or by the initial designation 

shown. 
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application filed June 25, 1968 under section 5(2), Northwest 
I ndustries, Inc., of Chicago, Ill., (Northwest Industries) a non­
carrier holding company in control of North Western through stock 
ownership, seeks concurrent authority under section 5 to acquire 
control of the Rock Island and its coiT~on carrier subsidiaries 
t hrough the acquisition by North Western. 

In Finance Docket No. 22689, by another application also 
f iled on July 5, 1963, North Western seeks authority under 
s ection 20a of the act, to issue such securities, later fully 
described, necessary to effectuate the proposed acquisition of 
control above-discussed in F. D. No. 22688.4 

4 Following the filing of a supplemental application in F. D. 
~o. 22689 on November 22, 1963, as amended December 10, 1963, 
and October 7, 1965, for preliminary authority under section 20a, 
i n Chicago & N.W. Ry. Co. Certificates of Deposit, 328 I.C.C. 
126, decided :March 8, 1965, and supplemental report 328 r.c.c. 
140,decided December 20, 1965, North Western was authorized to 
i ssue certificates of deposit, Series A and Series B, for out­
s tanding Union Pacific Railroad Company certificates of deposit 
already given to Rock Island stockholders for their shares, and 
also for Rock Island stock remaining in the hands of stockholders. 
The foregoing authority being preliminary to consideration on the 
merits of the pending basic applications under sections 5 and 20a 
i n Finance Dockets Nos. 22688 and 22689 for authority to acquire 
control of the Rock Island and issuance of other securities 
necessary to accomplish the transaction. Concurrently with the 
i ssuance of the report and order on :March 8, 1965 in the above­
j escribed certificates of deposit proceeding, the Comn1ission also 
entered an order (as corrected) in Finance Docket No. 23288, 
Ghicago, Rock Island & Pacific Railroad Company Certificates of 
Deposit and Finance Docket No. 23288 (Sub-No. 1), Union Pacific 
Railroad Company For Such Authority, If Any, As ll'fay Be Necessary 
In Connection With The Issuance Of Certificates Of Deposit By The 
hicago,Rock Island & Pacific Railroad Company, in which order, 

among other things, the Union Pacific was authorized to issue cer­
t ificates of deposit for a specified number of shares of Rock 
I sland common stock in accordance with the exchange offer filed in 
Finance Docket No. 23287, later described. Similarly as with the 
.iorth Western, the authority granted the Union Pacific for the 
i ssues of certificates of deposit was not to be construed as 
passing upon the merits of the basic applications of the Union 
Pacific under sections 5 and 20a for authority to acquire the 
f ranchises and property of the Rock Island and to issue certain 
other securities. 
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In Finance Docket No. 23285, by application filed 
September 10, 1964 the Union Pacific Railroad Company (Union 
Pacific or UP), a carrier by railroad subject to part I of the 
Interstate Commerce Act, sought authority under section 5(2), 
for the acquisition of control of the Rock Island through pur­
chase of its outstanding common capital stock. No evidence 
was presented by applicant in support of proposed control. It 
states in the joint brief filed after hearing in these proceedings 
that the Union Pacific has waived its application for stock 
control. Accordingly, the order herein will provide for dismissal 
of the application. 

In Finance Docket No. 23286, by a joint application also 
filed September 10, 1964 , as amended,under section 5(2) Union 
Pacific and Rock Island seek authority for (1) the merger of 
properties and franchises of Rock Island into Union Pacific for 
ownership, management, and operation and acquisition by Union 
Pacific Corporation (UPC) the parent holding company of Union 
Pacific, as later more fully detailed, of control of the prop­
erties and franchises through the merger; and (2) the acquisition 
by Union Pacific and, in turn, Union Pacific Corporation, through 
said merger of (a) sole or joint control of companies subsidiary 
to or affiliated with Rock Island, and (b) of leasehold interests 
in, trackage rights over, or joint ownership in or use of, the 
railroad lines of certain other carriers held by Rock Island. In 
the same application approval is requested of a formula for 
determining available net income under various indentures of Rock 
Island, of which, obligation and liability would be assumed by the 
Union Pacific, as nex t discussed, in l ieu of maintaining separate 
income accounts, and a finding that said formula 'vill effect no 
material alteration in the rights of the holders of the securities 
issued under the indentures. 

In Finance Docket No. 23287, by an application concurrently 
f iled under section 20a, Union Pacifi c seeks authority (1) to 
issue certain securities in connection with the above-described 
control application to be dismissed and, accordingly, this 
portion of the securities application also will be di s missed , 
and (2)so as to effectuate, the above-described merger in 
Finance Docket No. 23286, (a) to issue not exceeding 2,991,411 
shares of its $1. 80 Convertible Preferred stock in exchange f or 
co~non stock of Rock Island , (b) to issue not exceeding 9 ,388 ,11 0 
shares of 4 3/4 percent debenture in ex change for its existing 
4 percent preferred stock, and (c) to assume obligation and 
liability in respect of First ~Iort gage Bonds in principal amount 
not exceeding $47,537, 000; Forty Year 4!% Income Debentures in 
principal amount not exceeding $50, 338,000; equipment trust cer­
tificates in principal a mount not exceeding $ 12,296,000, and 
conditional sales contracts or deferred payment contracts in 
principal amount not exceeding $8 ,840,787; and (3) to i ssue not 
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exceeding 2,542,699 shares of its common stock in connection 
with any exercise of conversion rights by the holders of said 
$1.80 Convertible Preferred stock. 

Pursuant to UPC's petition (and supplemental application) 
filed September 5, 1969, and order of the Commission dated 
November 3, 1969, UPC was joined as a party applicant in the 
above-described applications of Union Pacific in Finance Dockets 
Nos. 23285, 23286, and 23287. For the reasons already stated, 
the application in Finance Docket No. 23285 will be dismissed. 
UPC seeks authority under section 5, and through the merger 
transaction, to acquire direct control of the Rock Island and 
indirect control (sole or joint) of companies subsidiary to or 
affiliated with Rock Island and of leasehold interests in, 
trackage rights over, or joint ownership in or use of, railroad 
lines of certain other carriers held by Rock Island. UPC seeks 
authority under section 20(a) to issue its $1.80 preferred stock, 
convertible into .85 share of its common stock, for each share 
of the $1.80 convertible preferred stock of the Union Pacific 
which Rock Island stockholders would receive under the merger. 

In Finance Docket No. 23595, by application, filed April 15, 
1965, as amended, under section 5(2) and subject to prior approval 
and consummation of the previously described Union Pacific-Rock 
Island merger, the Southern Pacific Transportation Company 
(Southern Pacific or SP) a carrier by railroad subject to part I 
of the act, seeks authority for the purchase from the Union 
Pacific of a portion of the merged Rock Island franchises and 
properties of the Rock Island, as later detailed , the stock held 
by the merged Rock Island in the Arkansas & Memphis Railway Bridge 
and Terminal Company (A&H Terminal) I<ansas City Terminal Railway 
Company, (KC Terminal), Houston Belt & Terminal Ry. Co. (Houston 
Belt), and Union Terminal Company, Dallas, Tex., (Union Terminal 
of Dallas) and also a portion of the operating rights of the 
latter's motor carrier subsidiary, the Rock Island Motor Transit 
Company of Des Moines , Iowa, (R.I. Transit) for a basic purchase 
price of $120,000,000, subject to adjustments. Southern Pacific 
Company (SPC), the parent holding company of Southern Pacific, 
as later more fully discussed, seeks concurrent authority under 
section 5 to acquire control of the franchises and property through 
the purchase. 

In Finance Docket No. 23596, by application also filed 
April 15, 1965, as amended, under section 2~) and to eff ectuate 
the propose i purchase described immediately above, Southern 
Pacific seeks authority to assume certain contingent obligations 
of Rock Island in respect to bonds of the 5 terminal companies 
above-named. These obligations which totaled $134,847,000 as of 
December 31, 1963, are listed in Schedule 110 of Rock Island's 
Annual Report Form A to the Commission for the year 1963. 
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In No. MC-F-9222, by application filed September 23, 1965, 

as amended, Southern Pacific Transport Company, of Dallas, Tex., 

(Southern Transport) a wholly owned motor carrier subsidiary of 

Southern Pacific, seeks authority under section 5 of the act to 

purchase a portion of the operating rights of R. I. Transit. SPC 

seeks concurrent authority under the same section to acquire control 

of the rights through the transaction. The motor carrier rights 

here involved are the same rights previously referred to in the 

proposed purchase by Southern Pacific in Finance Docket No. 23595. 

The purpose of the instant transaction is merely to substitute the 

motor carrier subsidiary, Southern Transport, in lieu of its parent 

railroad. For the rights proposed to be acquired herein; Southern 

Transport would pay its parent company $35,850.59. 

In Finance Docket No. 23919, by application filed December 13, 

1965, as amended, The Atchison, Topeka & Santa Fe Railway Company, 

a Delaware corporation, (Santa Fe or AT&SF), seeks authority under 

section 5(2) and subject to prior approval and consummation of the 

North Western control application in Finance Docket No. 22688, to 

purchase a portion of the Rock Island's franchises and properties, 

stock interest held by Rock Island in 9 railroad, bridge, and 

terminal companies including, but not limited to, A&M Terminal, 

Union Terminal of Dallas, and Houston Belt, a portion of the motor 

carrier operating rights of R.I. Transit and such terminals and 

other facilities (other than highway equipment) appurtenant to such 

motor carrier rights for a base purchase price of $100,000,000. 

Santa Fe also would acquire certain trackage rights and which will 

be later detailed as well as the consideration and reimbursement for 

such trackage rights. Santa Fe Industries, Inc., the parent holding 

company of the Santa Fe, seeks concurrent authority under section 5 to 

acquire control of the franchises, operating rights, and physical 

property through the purchase proposed. 

In No. MC-F-9668, by application filed February 6, 1967, The 

Santa Fe Trail Transportation Company of Wichita, Kans., (Santa Fe 

Trail), a wholly owned motor carrier subsidiary of Santa Fe, seeks 

authority under section 5 to purchase a portion of the operating 

rights and certain physical property of R.I. Transit. The sit-

uation here involved is the same as previously described with 

respect to Southern Pacific and its affiliate motor carrier; i.e. 

the proposed acquisition of R.I. Transit operating rights and 

property by Santa Fe has been assigned by the latter to its motor 

carrier affiliate. Santa Fe has been unable to obtain the information 

necessary to a determination of the value of the rights and property 

to be acquired by Santa Fe Trail. The value would be determined 

following approval and consummation of the purchase and at which time 

Santa Fe Trail would pay the consideration out of its current funds. 
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In Finance Docket No. 23920, filed concurrently with its 
section 5 application, Santa Fe seeks authority under section 20a 
to assume contingent liability with respect to bonds of A&M 
Terminal, Union Terminal of Dallas, and Houston Belt, as listed 
in Schedule 110 of Rock Island's Annual Report, Form A, (the year 
not being stated). 

In Finance Docket No. 24128, by application fiied 
April 29 , 1966, Union Pacific seeks authority under section 1(18)­
(20) of the act and in connection with the proposed Union Pacific­
Rock Island merger to construct extensions of line in Colorado, 
Kansas and Nebraska so as to establish a line of connection between 
t he two railroads. 

In Finance Docket No. 24129, by application also filed 
April 22, 1966, Union Pacific seeks authority under section 1(18) 
of the act to abandon portions of line in Colorado , Kansas, and 
Nebraska. This application is directly related to and conditioned 
upon the construction application in Finance Docket No. 24128. 

In Finance Docket No. 24154, the Santa Fe by pet i tion filed 
May 16, 1966, pursuant to section 3(5) of the act, and in con­
nection with trackage rights being sought over lines of the Rock 
I sland, from St. Louis, Mo., to Kansas City, Kans., by the Santa Fe 
under section 5, seeks the issuance of an order requiring common 
use of certain terminal facilities of the St. Louis-San Francisco 
Railway Company (Frisco) at a compensation to be decided upon by the 
parties or, failing that, by the Commission. 

In addition to the above applications, certain of the rail 
carrier parties seek inclusion in one or more of the basic appli­
cations. The basic applications, of course, are the proposed North 
Western control in Finance Docket No. 22688; the Santa Fe purchase 
in Finance Docket No . 23919; and the Union Pacific merger in Finance 
Docket No. 23286 together with the Southern Pacific purchase in 
Finance Docket No. 23595. Section 5(2)(d) of the act, in summary, 
provides that in transactions s uch as here invol ved the Commission 
i s authorized to require the inclusion of other railroads in approved 
t ransactions upon petition and a f inding that such inclusion is con­
sistent with the public i nterest. The various requests for inclusion 
which have been made will not be detailed at this point. As is more 
appropriate, those requests will be fully set forth following the 
discussion of certain evidence necessary t o an understanding of the 
r equests. 

Finally, in Finance Docket No . 24182, Chi cago, Milwaukee And 
orth Western Transportation Company- -Consolidation- -Chicago & North 
estern Railway Company and Chicago, Milwaukee, St. Paul & Pacific 

Railroad Company (the Milwaukee proceeding) and in the instant pro­
ceeding in Finance Docket No. 22688 embracing the proposed North 
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Western control of the Rock Island, ( Rock Island proceeding) 
the Commission by order of December 14, 1967, among other things, 
directed the North ~estern to submit in the Rock Island pro­
ceeding its unification plan with respect to a controlled Rock 
Island based upon, as herein pertinent, prior consummation of the 
Milwaukee proceeding. At that time, the Milwaukee proceeding was 
pending for Co~nission determination. Also, the Chicago, 
Hihvaukee, St. Paul and Pacific Railroad Company's (Milwaukee or 
NILW) conditional support of the herein considered North Western 
control of the Rock Island ~vas grounded on an approval and con­
summation of the Hil\vaukee proceeding. However, by order of 
Harch 31, 1970, the Commission denied the merger transaction 
proposed in the Milwaukee proceeding. Moreover, as a result of 
the denial, the Milwaukee has undergone substantial change in 
position, as later more fully discussed. In short, the Milwaukee 
now seeks inclusion in either the system of the Union Pacific or 
the Southern Pacific in the event the Union Pacific-Rock Island 
merger and the Southern Pacific purchase applications are approved. 

lvith the circumstances under which the Commission issued its 
above-described study order having undergone such a complete 
change, the purposes of the study have become moot. It would con­
tribute nothing in the public interest to now engage in a study 
requiring much time and a discourse of great length to the 
ultimate end of no practicability. 

Initially the basic applications were assigned to Hearing 
Examiner Paul C. Albus for hearing and recommendation of an 
appropriate order, accompanied by reasons therefore. Subsequently, 
pursuant to order of the Commission, by Commissioner Brown, entered 
on September 26, 1966, Hearing Examiner Klitenic, as a second 
examiner ass1gned to all of the proceedings, continued the conduct 
of the hearings pending the recovery of Hearing Examiner Albus 
from injuries suffered in an accident. Thereafter, the two 
hearing examiners participated jointly in the conduct of the 
proceedings. The two hearing examiners also participated in the 
drafting of this renort up to May 1, 1970, on which date Hearing 
Ex.amlner Albus retired from service with the Commission and he no 
longer was available to the Commission. 

All of the proceedings heretofore described were set for 
hearing on a consolidated record. The initial hearings opened 
on }~y 4, 1966 and closed August 22, 1968 and further limited 
hearings, resulting from the filing of the previously described 
UPC petition for joinder, were held on November 19, 1969 and 
April 15 and 16, 1970. The total proceedings consumed about 279 
actual days of hearing, held at \vashington, D. C., Chicago, Ill., 
Kansas City and St. Louis, Mo., Dallas, Tex., Denver, Colo., and 
San Francisco, Calif. 

- 12 -



F.D. No. 22688 

A large number of parties intervened and participated 
in the proceedings. The positions of the parties, especially 
of the rail carriers, and handling hereafter of the evidence 
presented can be best understood by emphasizing the obvious 
status of the applications; namely, that the basic Union Pacific­
Rock Island merger application (including the Southern Pacific 
proposed purchase) on the one hand, and, on the other, the North 
Western proposed control of the Rock Island (with or without 
the Santa Fe transaction) are competitive and mutally exclusive 
applications. Almost every class I railroad and three class II 
railroads serving territory west of the Mississippi River 
intervened in the proceedings. 5 

5 Denver and Rio Grande 11/estern Railroad Company (Rio Grande 
or D&RGII/), Fort Worth and Denver Railway Company (FI'l&D), 
~olorado and Southern Railway Company (C&S), Great Northern 
Raih.,ray Company (Great Northern or GN), Western Pacific Railroad 
~ompany (Western Pacific or !.vP), Hissouri-Kansas-Texas Railroad 
Jompany (Katy or HKT ), Soo Line Railroad Company (Soo), Texas 
and Pacific Railway Company (T&P), Northern Pacific Railway 
~ompany (Northern Pacific or NP), }~inneapolis, Northfield and 
Southern Railway (HN&S), Spokane, Portland and Seattle Railway 
~ompany (SP&S), Missouri Pacific Railroad Company (HoPac or HP), 
St. Louis-San Francisco Railway Company (Frisco or SLSF), 
:.ilwaukee, Chicago, Burlington and Quincy Railroad Gompany 
(Burlington or CB&Q), Chicago Great \'/estern Rail>vay Company 
(Great ll/estern or CGi'l), Kansas City Southern Railway Company 
(KCS), and the following three railroads when referred to sep­
arately rather than as part of the Kansas City South~rn system: 
Louisiana and Arkansas Railway Company (Louisiana & Arkansas or 
:.&A); Arkansas \'/estern Railway Company (Arkansas ~~/estern); and 
t. Smith and Van Buren Railway Company (Ft. Smith & Van Buren). 

All of the foregoing are carriers subject to the provisions of 
part I of the Act. 

Note: Great Northern, Northern Pacific, Burlington, and SP&S are 
herein sometimes referred to collectively as Burlington 
Northern, or BN, as detailed in Part B. 
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Six motor common carriers of freight,6 ce§tain State 
agencies,7 public and other special interests, labor organ­
izations,9 Kendall Laughlin, who is a minority stockholder in 
the Union Pacific, Southern Pacific, and Rock Island, the 
United States Department of Justice (Justice), and Bureau of 
Enforcement, Interstate Commerce Commission (Bureau) comprise 
the remaining participating interveners. 

6 Leeway Motor Freight, Inc., H.A. Day Truck Line, Inc., 
Texas-Oklahoma Express, Inc., Tri-State Motor Transit, Inc. 
Western Gillette, Inc., and Superior Forwarding Co. 

7 Idaho Public Utilities Commission (Idaho), Public Utilities 
Conunission of the State of South Dakota (South Dakota), South­
eastern Association of Railroad and Utilities Commissioners 
(Southeastern Association), Minnesota Commissioner of Agriculture 
0Iinnesota), Public Service Commission of Wyoming (:·lyoming), Utah 
Industrial Promotion Commission (Utah), Public Utilities Commission 
of the State of Colorado (Colorado), Public Utilities Commission of 
the State of California (California), Oklahoma Ordinance ~vorks 
Authority (Oklahoma), State Corporation Commission of New Mexico 
(Ne'v l~Iexico), Public Utility Commissioner of Oregon (Oregon), 
Arkansas Commerce Commission, Missouri Public Service Commission, 
and the State Corporate Commission of Kansas (Kansas). 

8 City of Milwaukee and ~!ilwaukee Board of Harbor Corrunissioners, 
Golden State Route Committee, City of Kansas City, Greater Baton 
Rouge Port Corrunission, Port of Beaumont, Texas, Houston Port Bureau, 
Texas Gulf Ports Association, Port of Galveston and Galveston 
Chamber of Corrunerce, Port of Lake Charles, Louisiana, Chamber of 
Commerce and City of Clay Center, Kansas; City Council, Chamber of 
Cotmnerce and Junior Chamber of Cormnerce, Limon, Colorado; City and 
Chamber of Commerce of Manhattan, Kansas; City and Chamber of 
Cotmnerce of Belleville, Kansas; City and Chamber of Commerce of 
Goodland, Kansas; City of Sharon Springs, Kansas, and Chamber of 
Commerce of l·vallace County, Kansas; Cheyenne County and Cheyenne 
'I ells, Colorado; City and Chamber of Cotmnerce of Colorado Springs, 
Colorado; and Chamber of Commerce of Pueblo, Colorado, City and 
Chamber of Conunerce of Phillipsburg, Kansas; City and Chamber of 
Conunerce of Smith Center, Kansas; and City and Chamber of Commerce 
of Norton, Kansas, Lincoln County, Colorado; Town of Hugo, Colorado, 
Chamber of Corrunerce and City of Grand Junction, Colorado; and Moffat 
Tunnel Corrunission, City of Council Bluffs, Iowa, City and County of 
Denver, Colorado; Denver Chamber of Conunerce, City and Chamber of 
Commerce of Rotan, Texas, City and Chamber of Commerce of Parsons, 
Kansas. 

9 Raihvay Labor Executives 1 Association (RLEA) and Brotherhood of 
Locomotive Engineers (DLE). 
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As will be specifically detailed later, the rail carrier 
interveners, as a group, take a wide variety of positions. For 
example, some unqualifiedly oppose both basic applications; 
others oppose both basic applications but seek affirmative con­
ditions or inclusion if either transaction is approved; some 
oppose one basic application and either take no position or 
support the other proposal; others in addition to opposing the 
applications also oppose the affirmative relief or request for 
inclusion sought by others and , of course, each applicant in the 
basic applications oppose the proposed transaction of the other. 
A similar broad scope of positions are taken by the various 
non-carrier parties set forth in footnotes 7 and 8 . With further 
respect to the affirmative relief sought by the various carrier 
parties, some seek conditions which concern operations over Rock 
Island's lines while other conditions involved operations over 
applicants' lines. Accordingly, the various requests for 
affirmative relief can best be understood follo,.,ring a description 
of all carrier parties' lines of operation. 

With respect to the record developed up to the close of 
hearings on August 22, 1968, a joint brief was filed by the five 
applicant carriers and all carriers named in footnote 5, except for 
one. The examiner notes that a statement of disclaimer at page 12, 
specifies sections containing material prepared by counsel for 
each party and which material the participating parties as a unit 
neither subscribe to nor agree is complete in all respects. One 
counsel also objects to certain material of several carriers. The 
examiner has given due consideration to, and carefully evaluated 
all material contained in the joint brief in the light of the 
evidence of record. Separate briefs were filed by applicants and 
the 16 carriers named in footnote 5, except that the Great 
Northern and SP&S; and the F1v&D and C&S , jointly filed. Also, 
briefs were filed by Kendall Laughlin, the State Corporate 
Commission of Kansas, the Southeastern Association, Golden State 
Route Committee, State of California, jointly by the State of 
Colorado, City and County of Denver and Denver Chamber of Commerce, 
by each of the two labor organizations, Justice and the Bureau. 
Reply briefs, limited solely to the subject matter of traffic 
studies, were file d jointly by the Union Pacific, Southern Pacific 
and Rock Island, and separately by the North Western, Santa Fe, 
Rio Grande, T&P, goPac, Milwaukee, Burlington, Soo, KCS, Western 
Pacific, Frisco, Northern Pacific, and ~~&D . 

The North Western, Frisco, and T&P separately filed motions 
to strike the brief of Justice or, in the alternative, petitions 
by North ~vestern and T&P for leave to file a reply to Justice's 
brief. Replies to the motions and petitions were separately filed 
by Justice, Rock Island, Rio Grande, Union Pacific, and Southern 
Pacific. By order of ~1arch 25, 1969, the Co r.unission, by Chairman 
Brown, denied the motions and petitions. A petition of North 
~estern for reconsideration of the foregoing order and also a 
motion of ~oPac for leave to file a reply to the brief of Justice 
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1vas denied by Commission order of l,lay 23, 1969. In a separate 
order also dated ~lay 23, 1969, the entire Conunission denied a 
petition of ICansas City Southern Lines to consolidate for dis­
position the instant proceedings with those in Finance Docket 
No. 25103 et al, Illinois Central Gulf Railroad Company-­
Acquisition--Gulf, Mobile and Ohio Railroad Company, Illinois 
Central Railroad Company, et al. 

The brief of the Kansas State body was received on 
February 18, 1969, or more than three weeks after expiration 
of the extended due date of January 27, 1969 for the filing of 
briefs. The Frisco, on February 24, 1969, filed a motion to 
strike the late file d brief. However, by letter dated Jvlarch 3, 1969, 
the Co~nission accepted the late filed brief. As the examiner 
constru~the acceptance, it extends basically to the State's 
statenlent of its position in these proceedings and, of course, 
statements in the brief which are not evidence of record will not 
be considered. 

In connection with the limited further hearing held on 
November 18 and 19, 1969, a brief also was filed by the North 
Western. It charged the examiners with actions resulting in 
denial of a fair hearing. However, by order of December 15, 1969, 
the Conunission held, among other things, that the actions of the 
examiners were correct and proper in all respects. The examiner 
hereby affir~all rulings made at the hearing and no further dis­
cussion of the matters and things discussed in this brief of North 
Western is required. 

A brief was filed by the North Western following the limited 

hearing held on November 18-19, 1969 and, with respect to the 
limited further hearing held on April 15 and 16, 1970, briefs 
were filed by the North Western, Union Pacific, MoPac and the 
Bureau. 

All of the carrier parties to the proceedings, Justice, 
and the Bureau, filed a written stipulation and agreement which 
provides that each party in its brief, exceptions, and several 
other specified pleadings may refer to schedules 200A, 2001, and 
300 and the explanatory notes to the balance sheet and income 
statement contained in the Form A.-Annual Report to the Co1nmission 
filed by each carrier party to the proceedings for the years 1964 
through 1968, inclusive, as if such data had been offered and 
received in evidence at the hearing. While under rule 69, of the 
Commission's General Rules of Practice, the stipulation is 
accepted, the stipulation falls far short of being fully reflective 
of the actions of the parties. During the course of the hearing 
and in instances too numerous to mention just about all participating 

carrier parties cross-examined upon the form A reports and in 
which they covered schedules, data, and years considerably beyond 
the material and years mentioned in the stipulation. 
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In further connection 'vith the foregoing, the Commission r s 
eport And Order On Prehearing Conference, of March 31, 1966, 
int ed out that it had been stipulated by the parties that in 

.:e preparation of testimony and exhibits certain documents may 
e employed but without agreement as to competency, relevency, 
r materiality. Some 15 documents were described including the 
l lowing: any report regularly made to the Interstate Conm1erce 
mmission by railroad companies pursuant to law or Commission 

.egulations; annual reports to stockholders of any railroad; 
:ransport Statistics in the United States, 11 Interstate Commerce 

:::unission; 11Schedules of Annual Indices for Carriers by Railroad, 11 

:.1 reau of Accounts, Interstate Conilllerce Commission and ~-Ioody' s 
-ransportation Manual. Again, upon cross-examination many of the 

regoing documents (including Form A) were referred to 
twi thstanding that the witness had not employed such in his 

ri tten testimony and exhibits. This practice was a standard 
roc edure among most all of the carrier parties; no objections 
ere made; and under the circumstances and the strong insistence 
~ the parties the examiners agreed to the practice. Such 
ractice has continued on brief. The participants cannot now 

-efute their actions of incorporation which were clearly mutually 
~reeable and permitted. 

Accordingly, in the discussion of various matters herein, 
·acts may have been obtained from the annual reports of the 
arriers (a) to the Commission and (b) to their stockholders, for 
~he years 1953 through 1969, inclusive, Transport Statistics in 
~he United States, Interstate Commerce Commission, Moody's 
~ransportation ~~nual, and Commodity Statistics reports of the 
arriers to the Interstate Commerce Commission for the quarters 

.nd full years. There may be a party in interest situated out­
ide of the above-described circumstances. Any such party who 

·hallenges the facts obtained from the incorporated documents, and 
ursuant to section 7(d) of the Administrative Procedure Act, 
hould upon a timely filed petition setting forth its objectives, 
e afforded an opportunity to show the contrary. 
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Preliminary Procedural Issues 

The several procedural questions raised by some of the 
interveners require disposition prior to a consideration on the 
merits of the various proceedings. 

There can be no disagreement with the view that the 
greatest portion of this record has been devoted to the single 
subject matter of traffic studies. The results of such evidence 
showing estimated losses and gains in traffic and revenues 
estimated to occur as a result of the proposed transaction bears 
heavily upon several essential issues of determination including, 
among other things, the consideration which the Commission under 

section 5(2)(c) is required to give to the effect which the pro­
posed transaction will have upon the ability of competing carriers 
to continue to provide adequate transportation services to the 
public. On behalf of the T&P, cross-examination of William Wyer 
the witness offered in support of the Southern Pacific traffic study 

established that the witness had no personal experience and knowledge 

in certain areas of the traffic study. The foregoing infirmaties, 
which are repeated in the T&P brief, were judged by the examiners as 

affecting the weight to. be afforded the traffic study and not its 

admissibility. Almost one year following disposition of the above 
matter one E. E. Portwood appeared on behalf of the Southern Pacific 

to present evidence on a subject other than its traffic study. It 
was true, however, that, during the prior cross-examination of Wyer, 

Portwood had been named as one of 38 individuals who had made 
judgments and evaluations underlying the Wyer study of Southern 
Pacific traffic. 

An objection made by Southern Pacific to cross-examination of 

Portwood on the Southern Pacific traffic study by T&P was sustained. 

On brief, T&P presses its objection to the action of the examiners. 

It asserts that Southern Pacific had the burden and duty to support 

its traffic study by witnesses who could withstand cross-examination, 

that T&P in its cross-examination had attempted to establish that 
persons qualified to stand cross-examination had not been furnished 

and, therefore the exhibit should not have been received, and that 

T&P should have been permitted through cross-examination of Portwood 

to test the statements made by Wyer to develop whether or not there 

were really some inconsistencies in what he said and what actually 

went on. T&P points to the right of cross-examination as set forth 

in section 7(c) of the Administrative Procedure Act (APA). It argues 

that it has been deprived of such fundamental right, citing Interstate 

Commerce Commission v. Louisville & N. Co. 227 U.S. 88 and Powhata 
Mining Co. v. Ickes, 118 F. 2d. 105, and that having admitted the 
exhibit under the broad rule that administrative agencies are not 
bound by the ordinary rules of evidence, the agency is required to 

extend to the litigant the right to test evidence thus admitted by 

the fullest possible cross-examination. 
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The principles set forth in cases cited above are not here 
in point. T&P does not deny that it was given full opportunity to 
exhaust its right of cross-examination of Wyer. Neither is the issue 
raised as to the weight to be afforded the traffic exhibit in the 
light of the result of the Wyer examination. The real question 
raised is when may it be found properly that cross-examination is 
at an end and the subject matter may finally be laid at rest. T&P's 
arguments that it was in a position of having to accept testimony 
which was not subject to cross-examination (and here it apparently 
refers to those questions which Wyer had no response based upon 
personal knowledge) and that T&P was never permitted to cross-examine 
anyone who initially made the traffic judgments, was in each instance 
actually a matter of T&P's own choice. As pointed out by the 
examiners if any cross-examiner was uncertain or dissatisfied with 
Wyer's answers they had every right to say "Mr. Examiners we want the 
people who actually made the judgments to appear." However, after 
having sat on its rights for almost one year after disposition of the 
matter, T&P sought to further pursue the subject. Even then counsel 
was constrained to agree that, "** I know that I am bound by some 
degree of reasonableness**"· 

No new or unusual circumstances or matters were involved which 
would warrant a reopening of the subject. The areas proposed to be 
probed were broad in scopelO and while Portwood most likely was com­
petent to have responded for himself alone there is no indication that 
he was qualified satisfactorily to speak for the remaining 37 indi­
viduals who were also involved. The right of cross-examination is not 
an unqualified right. It does not forever remain open the length and 
breadth of the proceeding on each and every issue conferring upon any 
and every party the right to perfect his case or alter his line of 
attack as he sees fit. If such procedures were to have been permitted 
t he orderly processes of the hearing would have been reduced to 
shambles. Moreover, the guidelines applicable to the conduct of 
cross-examination are not designed exclusively for the protection of 
t he cross-examiner but are intended to equally shield the interests of 
t he proponents of evidence in their right to a fair hearing. The 
examiner affirms the ruling. 

ro---------------
T&P specifies the areas as (1) The reliability of Wyer's statement 

t hat the personnel who gave the hundreds of opinions underlying the SP 
t raffic study were acquainted with the information such as origin, 
destination, consignor, consignee, and full route of movement which 
··yer had stated was unnecessary to disclose to them in making their 
j udgments, because they already knew the factors in 80-90% of the move­
~ents; (2) To determine which of Wyer's instructions and his methodology 
of study governed the judgments of those making studies and whether or 
~ot such instructions caused them to go against their own judgment as 
t o divertibility of the traffic; and (3) To determine what factors were 
r elied upon by the parties making the judgments in determining divertibi­
l ity of freight. 
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The T&P specifies three additional instances in which it 

claims to have been deprived of a full and fair hearing. It points 

to the fact that the carrier parties had agreed to limit themselves 

to 20 public witnesses each. In such connection, T&P mentions four 

witnesses proferred on behalf of either Union Pacific or Southern 

Pacific and which witnesses in each instance additionally presented 

evidence on behalf of the other carrier. T&P's motion to strike the 

latter evidence was denied. Similarily, over objection, Santa Fe 

was permitted to elicit evidence on its affirmative relief from a 

Union Pacific witness. The Rio Grande, in connection with its request 

for inclusion, was permitted to cross-examine three Rock Island 

witnesses and one of Union Pacific, and the Union Pacific cross­

examined a Santa Fe witness concerning Union Pacific's proposed 

acquisition of the northern portion of the Rock Island lines. In the 

light of the foregoing, T&P claims that the examiners were incon­

sistent in sustaining objections to T&P's line of questioning of two 

witnesses appearing on behalf of another and in rejecting an exhibit 

which T&P attempted to introduce in its own behalf through one such 

witness. 

T&P fails to recognize the sharp and distinctive features of 

the two situations. As indicated by the Union Pacific-Rock Island 

merger application and principal supporting evidence, the latter 

proposal together with the subsequent sale to Southern Pacific of 

the southern half of the Rock Island are interrelated transactions. 

Indeed, it is upon such premise that the Union Pacific and Southern 

Pacific open at the very outset of their briefs. Contrasted to that 

situation is the adamant insistence of the T&P that it was here being 

represented by its own counsel and would present its own case and 

interest separate and apart from that of its parent company the MoPac. 

Nevertheless, in two written statements of public witnesses submitted 

on behalf of the T&P,support is given the MoPacll; in another 

instance counsel for T&P cross-examined on behalf of the MoPac; and 

while testifying on behalf of the MoPac its president also represented 

-------------------
11see Exhibit No. 387, "Itis inconceivable that joint rates and 

routes would not be established to permit potash to move via T&P­

MoPac-East St. Louis and connections if the conditions in their 

petition are approved by the Commission." Also see Exhibit No. 394, 

"We likewise have been advised by the Texas and Pacific, the Missouri 

Pacific Railroad Company and Louisiana and Arkansas Railroad (KCS) of 

the economic effects that will befall them***·" M***We are advised by 

the Missouri Pacific Railroad *** that the adverse economic effects 

may cause them to curtail service." 
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t o the Commission that an approval of the North Western transaction 
>vas preferable to the T&P affirmative relief sought in the Union 
Pacific and Southern Pacific transactions (Transcript page 43192). 
- hus, T&P received a full measure of fair treatment. 

Turning to the matters immediately at hand, in all instances 
where the cross-examination referred to above by T&P was allowed, 
t he direct evidence had an i1nmediate and real relationship to the 
i nterests of the cross-examining carrier. No such situation 
existed in the two cases complained of \vhere T&P 1vas foreclosed 
f rom its examination. Both witnesses appeared on behalf of the 
~io Grande; T&P does not oppose or have any interests in the Rio 
Grande affirmative relief (the f.foPac does); and neither 1vitness 
resented evidence in opposition to the T&P case. By T&P's line 
f cross-examination it was attempting to determine from one 

;itness (J. W. Hepburn) whether the latter's line of reasoning in 
support of the Rio Grande was also applicable to T&P's requested 
affirmative relief. In other words, T&P was attempting to make 
as its own witness one who had appeared on behalf of another 
~arrier. Of course, the Rio Grande's objection was well taken. 
-he T&P not only made the same attempt with the other Rio Grande 
.;itness (Alfred J. Navaroli for Bud Antle, Inc.), but it even 1vent 
~urther and attempted to develop on this record the issues pending in 
another proceeding. The foregoing, and in addition the objection 
:ade that it was for the witness itself to make its own case and in 
the appropriate proceeding were the real basis of objections by the 
··nion Pacific and Southern Pacific.12 

Finally, attention of the Commission is here directed to the 
:act that the examiners' rejection of the document marked for 
~dentification as Exhibit TP CXl, and also to the examiners' ruling 
rhich foreclosed ctrtain further cross-examination of the Bud Antle 
·itness (T&P brief page 244) were previously considered upon appeal 
:o the Commission by T&P. The actions of the examiners were sus­
:ained in the Commission order, by Vice-Chairman Brown, dated 
ugust 16, 1967. 

:;Ir. Ball: Here is a pleading in an entirely different lawsuit. 
ere are a lot of allegations in a pleading, and this is an attempt 

:o try the issues in that lawsuit, by asking this witness before 
:his Commission whether the allegations are true and correct. It 
.s an improper interjection of an entirely different matter. 

The forum to try the issues are the ones right now in the ICC. 
~his is an entirely improper attempt to by a general answer get in 
· mass of evidence without the right of cross-examining the 1vitness 

n it. 
Hr. \Y'ilson: Hr. Examiner, I will also object. This is 

.recisely the reason for my asking the question I did on cross-
amination. This is a matter that is no1v before the Interstate 

~ommerce Commission in another proceeding, and certainly that is 
·here these people should make their case and not here in this 
.erger proceeding. 

I will object on that ground as improper. (Transcript 
age 28,318) 
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Of two additional procedural complaints of T&P, one 

alleges unfair and improper curtailment of cross-examination 

of a Santa Fe witness. Early in the proceeding, Santa Fe 

presented evidence relating to its proposed acquisition of 

the southern half of the Rock Island lines. In such connection, 

Santa Fe's traffic study shows that a far smaller loss would 

be incurred by the T&P than disclosed by the latter's traffic 

study. At the stage of the proceeding complained of in the 

T&P brief,the Santa Fe, as a protestant, was presenting evidence 

in opposition to the Union Pacific and Southern Pacific appli­

cations. However, this evidence of the Santa Fe does make a 

reference to T&P traffic estimates and also reaches the 

conclusion that in the event the T&P affirmative relief requested 

in the Southern Pacific transaction is granted the revenue loss 

to the Santa Fe would be greater than the T&P gain. 

Prior to beginning cross-examination of the Santa Fe 

witness, it was agreed by the involved counsel and the examiners 

that such examination may properly explore two areas. The above 

discussed Santa Fe opposition to the T&P requested affirmative 

relief being one, and the other having to do with establishing 

inconsistencies in diversion judgments by the witness between one 

of his traffic studies dealing with the Santa Fe acquisition 

where it was estimated no diversion 'vould result from the T&P as 

contrasted to his other traffic study involving the Southern 

Pacific proposal and involving similar traffic movements where 

a diversion from the Santa Fe was anticipated, (transcript 

pages 42,250-42,255). 

T&P's claims at page 248 of its brief that (1) 11 TP 

attempted to cross-examine 2-~r. Hudson to develop inconsistencies 

in the judgments made by ~fr. Hudson in the study showing TP traffic 

losses upon ATSF acquisition of RI south and the ATSF traffic losses 

upon SP acquisition of RI south (T. 42,250-42,254), 11 and that 

(2) 11 TP cross-examination was severely limited by the examiner 

who, in essence, ruled that cross-examination of the witness by 

TP would be permitted only if the examiner could be assured 

beforehand that TP's cross-examination would be absolute proof 

of inconsistencies rather than being permitted reasonable 

latitude to develop such inconsistencies (T. 42,260-42,275), 11 

are entirely refuted by the true facts of record. 

In instance (1) cross-examination begins at transcript 

page 42,255 and ends at page 42,268 .13 With respect to claim (2) 

---------------- . 
13 The pertinent colloqu.y between Hr. Nelson, counsel for the 

Santa Fe, and Mr. Farmer, counsel for the T&P, at transcript 

page 42,268, is: 
.Mr. Nelson: Does that complete a segment, or do you have 

some more? 
Mr. Farmer: That completes that particular car. 

Mr. Nelson: I mean, is it--when is the test case over, if 

I might ask? 
Hr. Farmer: As far as I am concerned, it's over right now. 
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at no point in the T&P cross-examination above-described under 
( 1) was the T&P in any way limited. To the contrary, par­
ticipation by the examiners was held not only at an absolute 
minimum but those few actions taken by the examiners were 
designed and did afford, the T&P th2 fullest freedom and 
latitude in its cross-examination. 1 Following completion of 
the "test case" Examiner Klitenic stated (transcript page 42,269): 

Exam. Klitenic: Gentlemen, the Examiners have listened 
very carefully to the so-called test case. 

1·ve are convinced that ~fr. Farmer has failed to establish 
any inconsistencies in Mr. Hudson's testimony, particularly with 
respect to his diversion judgments. 

14The total participation by the examiners during the course 
of the T&P cross-examination of the described "test case" was 
a s follows: 

Mr. Nelson: At this point, Mr. Examiner, I don't want to 
~ake an objection, since this is a test case. 

Exam. Klitenic: We are attempting to establish the matter 
f inconsistency, and I think we should let Mr. Farmer take it 

~ o its conclusion before we rule whether he has made a showing of 
i nconsistency or not. (Transcript page 42,258). 

The Witness: And this was a movement of, presumably, 
otatoes--I am not too sure. I can't find· the commodity on 

.ere now. 
Exam. Klitenic: 

. :udson, Mr. Nelson? 
What document did you want to give Mr. 

(Transcript page 42,260) • 

Mr. Nelson: Now, your page reference was 19,864? 
Mr. Farmer: Yes, sir. 
Exam. Klitenic: Is the T&P in that routing? 
Exam. Albus: Yes, New Orleans. 
Mr. Farmer: Yes. 
The Witness: The T&P got the car at Roscoe, Texas, 

rom the Roscoe, Snyder & Pacific. 
Mr. Nelson: Now, that car was the car in the prior study. 
Exam. Klitenic: Understood. 
The Witness: Yes. (Transcript page 42,261) 

Q. Yes, sir. Well, would you just, while we are talking 
n this subject, would you turn to your current study and that 

. s sub-:sample 7 --
Exam. Klitenic: Well, now, are you leaving sub-sample 1, 

heet No. 61, or is this all being tied in? 
Hr. Farmer: This is all in connection with this one 

ereford car movement, l,fr. Examiner. 
Exam. Klitenic: All right. (Transcript page 42,262) 

Exam. Klitenic: Let the witness . finish his answer, 
7ranscript page 4f,268 ) 
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The additional cross-examination which T&P thereafter 

attempted unsuccessfully to pursue represented a substantial 

change in position and purpose. As previously indicated, the 

quoted portion of the T&P brief at page 248, which has been 

referred to herein as instance (1) and which is the same as 

the T&P representation made at page 42,253 of the transcript, 

had as its purpose the protection of T&P interests by showing 

inconsistencies in the judgments of the Santa Fe witness where 

he claimed no losses to the T&P in one study but in another 

study and under similar circumstances he claimed losses to the 

Santa Fe. However, the purpose of the additional cross­

examination 1vas not intended to sho1v inconsistencies in judgments 

as they affected T&P traffic, but rather inconsistencies in 

judgments with respect to the Union Pacific and Southern Pacific 

applications. Even then, T&P's argument was not really charging 

inconsistencies in judgments, but rather what Santa Fe claims 

the Southern Pacific would do as a matter of policy as compared 

to what the Southern Pacific would be in a position to accomplish 

under an approval of its proposal.15 As T&P asserts in its brief, 

the examiners declined to permit the T&P to belabor its claimed 

inconsistencies in positions of the Santa Fe. A careful review 

of the record supports the examiners' action. 

15 Mr. Nelson: I would like to object to the question on the 

ground that the particular movement in question was a movement 

studied in relation to Santa Fe's protest against the Southern 

Pacific and Union Pacific, and that the Texas and Pacific has no 

interest in cross-examination on this particular shipment. 

Hr. Farmer: Mr. Examiner, we certainly have an interest 

in the Tucumcari-Brinkley line in this case. I think I have a 

, right to develop what the Santa Fe's position is in respect to 

it, and think I have a right to cross-examine this witness on 

this particular movement. 
Exam Klitenic: Objection sustained. 
Hr. Farmer: :Mr. Examiner, may I be heard on this one a 

little bit more? 
Exam Albus: Yes, sir. 
Mr. Farmer: The Santa Fe has said in this case that the 

Southern Pacific should not be allowed to get the south half of 

the Rock Island because they don't intend to use the Tucumcari­

Brinkley line, and now here is a diversion where they say that 

the Southern Pacific is going to handle it over that very line, 

and I think I have a right to show an inconsistency in those 

positions. 

- 24 -



F.D. No. 22688 

T&P's second charge in connection with the Santa Fe deals 
with the T&P's request for affirmative relief in the Santa Fe 
application in Finance Docket No. 23919. T&P argues that by 
reason of its request for affirmative relief (trackage rights over 
a portion of Santa Fe's existing lines) the right to close the case 
for such relief in Finance Docket No. 23919 is that of T&P against 
all parties including the Santa Fe. This is not a true statement 
of right and is not supported by the T&P reliance upon the 
Commission order of ~furch 31, 1966, the Commission's notice dated 
Harch 24, 1967, and section 7(c) of the APA. Examination of the 
March 31, 1966 order, as here pertinent, covers in the last ordering 
paragraph time periods for the filing of rebuttal evidence and 
cross-examination thereon, and nothing further. The March 24, 1967 
notice of the Commission, by the examiners sets forth an order of 
procedure involving carriers seeking affirmative relief and this 
came about, as all carrier parties are well aware, by reason of the 
complicated and diverse carrier interests affected by the numerous 
requestsfor affirmative relief(also inclusion). 

A typical example of the problems faced by the examiners 
can be tersely summarized by pointing to those interveners who in 
the affirmative relief they seek from applicants, are in turn, 
themselves faced with opposition to such relief from other inter­
veners. Under the prescribed procedures of the notice those 
parties seeking affirmative relief, including T&P, filed rebuttal 
evidence to opposing parties, and this was in accordance with 
section 7(c) of the APA. However, it was neither the intent and 
purpose nor the result of the notice that applicants be deprived of 
their right to close their case. See Rule 74 of the General Rules 
of Practice. 

Contrary to the T&P interpretation of section 7(c) of the APA, 
in Finance Docket No. 23919 the proponent of the order sought is 
the applicant Santa Fe and not the T&P. In such connection, T&P was 
given full opportunity to present its case in opposition and in 
support of affirmative relief, cross-examine thereon, and in con­
nection therewith submit rebuttal, but such matters are separate and 
apart from Santa Fe's right to open and close its case. In the 
application in Finance Docket No. 23919, should the T&P prove its 
case, or for that matter any other intervener in opposition or who 
seeks affirmative relief, the order entered will run against the 
applicant Santa Fe, either as a denial of its proposal or as an 
approval subject to conditions required by the case made out by 
i nterveners. 

Procedural objections of the MoPac relate to: (1) the denial 
by the Commission of MoPac's and other carrier pre-trial requests 
f or an order permitting an inspection trip by a committee of 
engineers of the Rock Island physical facilities and equipment (2) 
t he Commission assignment of Examiner Klitenic as a second hearing 
examiner, and (3) the refusal of the examiners to require Union Pacific 
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and Southern Pacific to file work sheets underlying their estimates 

of traffic diversions. The request for the inspection trip was 

denied by Commission report and order on prehearing conference 

dated ~1arch 31, 1966 and objections thereto were overruled by order 

of April 20, 1966. The appointment of Examiner Klitenic as a 

second hearing examiner \.,ras made pursuant to order of the Commission, 

Commissioner Bro,.,rn, dated September 26, 1966. Petitions and other 

requests seeking reconsideration of the latter order were denied by 

Conwission order of September 30 , 1966. As seen, each of the two 

foregoing issues were passed upon by the Commission in the first 

instance and upon appeal. No authority is vested in the hearing 

examiners and neither has authority been conferred upon them to 

reconsider and act upon such matters. 

The third procedural issue raised has no merit. As early as 

the order of September 23, 1965, the Commission directed that 

applicants should furnish reasonable access to working papers under­

lying data supporting their respective statements and exhibits, under 

conditions mutually agreeable or as may be othen.,rise ordered. A 

similar provision is contained in the order dated February 16, 1966. 

In the previously-referred to Commission report and order after pre­

hearing conference of March 31, 1966 it was indicated that with 

respect to additional information sought fro m applicants a satisfactory 

plan of exchange for a substantial port i on thereof had been agreed 

upon. Finally after a period of hearing time had expired it became 

apparent to the hearing examiners and Chairman Brown, who is in 

administrative charge of these proceedings, that in the important 

area of traffic studies an enormous amount of the record was being 

consumed with, among other things, lengthy identification of a large 

number of individual shipments. On the other hand, it also became 

clear that certain essential information available to the parties had 

not been submitted as a part of the record. Accordingly, f ollowing 

the completion of one phase of the hearing and during a r ecess the 

order of August 25, 1967 was i ssued which remedied the mat t ers 

described, i ncluding the eli1nination of unnecessary cross-examination. 

I n a dd ition, the order inured to the benefit of all parties, enabling 

the f iling of more responsive and clearly defined data. Of course, 

the procedures set forth in the order covere~ subsequent traff ic 

studies but the prior data which had been submitted would not suffer 

by reason of the August 25, 1967 order. 

Now, ~ oPac cit i ng National Labor Relations Board v . Mall Tool Co. 

11 9 ~ 2d 700, complains that different standards have been adopted 

for similar situations and there cannot be one rule f or r1onday and 

another for Tuesday. Specifically loPac states that "all these 

t raffic studies have certain deficiencies" which are highlighted by 

t he underlying abstracts and that an opportunity exists to evaluate 

t he deficiencies where the abstracts are filed. Prior to the 

August 25, 196 7 order, the deficiencies referred to were brought out 

on the record by the laborious and time consuming procedure of 

reading all elements of each shipment into the record . This painful 
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?rocess was eliminated by the order. Clearly, the result of either 
ethod is the same and the "Monday-Tuesday rule" is not here 

applicable. 

MoPac also points out that the Union Pacific and Southern 
.acific abstracts do not show consignees, consignors and origin 
and destination cities. Again, the impact of the result is the 
same whether such matters are placed in the record by oral cross­
examination alone or in conjunction with a filed abstract. 
~owever , MoPac fails to bring out the real meat of the matter and 
~hich is that where the data describedwe~ not contained in the 
abstract butwere of importance to the cross-examiner's case, upon 
appeal to the examiner, he required the witness in one instance to 
~eply and in others to produce the original documents.16 

The MN&S contends that the Examiners erred in rejecting 
:ertain of its evidence pertaining to a requested condition. This 
:ondition requested by the Illinois Central Railroad Company 
Illinois Central or IC) in the Milwaukee proceeding involves the 
ilwaukee's selling, or granting trackage rights over, certain of 
~ts lines to Illinois Central, or, in the alternative, Great Western's 
selling, or granting trackage rights over, certain of its lines to 
:llinois Central. ~rn&S supported this condition at the hearings in 
:he Milwaukee proceeding. In this proceeding , MN&S requests that if 
:he afore-mentioned condition is not granted to the Illinois Central 
.n the Milwaukee proceeding, then it be granted herein, subject to 
lcceptance by Illinois Central. The fact that the Milwa ukee proceeding 
:as since been denied, is beside the point. 

Four exhibits, in lvhole or in part, offered by MN&S are the 
:rux of t his controversy. The first two Exhibits Nos. 1322 and 
~3 23, are written statements of two MN&S witnesses, and the portions 
; tricken refer to testimony given by Illinois Central witnesses 
~n the Milwaukee proceeding. C&ffiv counsel objecting to admission of 
:he described portions argued, as here pertinent, that the Illinois 
~entral is not a party to this proceeding and not available for 
: ross-examination, that the MN&S does not stand behind the testimony 
: r had made any independent study of the tes timony ,1 7 that the con­
~tion is being tried in the Milwaukee proceeding where there is 
~ elated testimony of various witnesses not here excerpted by the 
~&S, including Soo Line's adamant opposition to the I l linois Central 
~equested condition and that a "tremendous" amount of other excerpts 
.;ould be required in order to put the condition i n its proper per­
;pective . For the same reasons , the described portions of Exhibit 
o. 1323 also were ordered stricken. 

:6Transcript pages 14,897, 14, 905, 15,244-15,249. 

:7 
The MN&S 1vitness stated ' ~vith respect to said condition, we have 

~de no independent study as to the magnitude of diversion which 
'ght be anticipated," (the reference is to Illinois Central 

;iversion). 
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Exhibits Nos. 1326 and 1327, which were rejected, con­

sisted in the former instance of testimony given in the 

Milwaukee proceeding by a MN&S witness and which related to 

MN&S and also to Illinois Central's proposed and future services, 

and in the latter instance was made up entirely of testimony 

tendered by Illinois Central witnesses in the Milwaukee 

proceeding. C&Mv counsel made the same objections as detailed 

above, and also on the additional ground that neither of the 

exhibits contained the complete testimony of the witness in 

that the cross-examination was not inc l uded. 

MN&S in its brief contends that the fact that the condition 

has application to one not a party to this proceeding, the Illinois 

Central, does not destroy the relevance of the offered evidence 

or make it inappropriate for the Commission to consider the con­

dition, citing Baltimore & Ohio R. Co. v. United States, 386 U.S. 

372. The foregoing is true in all respects, but is entirely 

aside from the issue here present. The instant question deals 

with basic and substantial rules concerning admissibility of 

evidence. There also is no denial of MN&S's recitation of the 

principles o£ law under the Fifth and Fourteenth Amendments which 

require that a full and fair hearing be given in any quas i -judicial 

proceeding prior to entry of a final order based thereon and the 

various supporting cases, which need not be restated. However, 

MN&S's supporting arguments relate to those things which the 

rejected evidence may tend to establis h rather than the admissi­

bility of such evidence, and it is precisely the latter question 

which bears directly upon the ob j ect ing party's tight to a full 

and fair hearing. MN&S was given an opportunity' to speak to the 

issue at the time of hearing and again on brief but it failed to 

do so on both occasions . The examiner affirms his ruling. 

The examiner has already adequately described the essentia l 

matters involved in the Commission's order of December 14, 1967 , 

which directed a study of a unified North Western-Rock Island­

Milwaukee. In the briefs of the Soo and Great Northern are 

ra is ed a number of procedural objections concerning the study 

itself and the hearing thereon. If it were necessary to pass 

upon such ob j ections, some would be rejected because they are 

lacking in merit and the remainder having been finally decided 

by the Commission properly would not be for consideration by t he 

hearing examiner. I n any event, fo r the reasons detailed at the 

outs et , the study is moot and will not be developed herein. It 

follows that it is unnecessary to now dispose of the objections 

raised by the Soo and Great Northern. 

In its brief, the Frisco cont ends that the Examiners erred 

in denying its motion to strike certain of Union Pacific's 

evid ence contained in Exhibit No. 1064. This evidence was 
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f fered during the presentation of Union Pacific's rebuttal 
<nd amounted to a small increase in the Union Pacific estimate 
~ Frisco's diversion loss (from $1,286,490 to $1,291,405) if 
ion Pacific's application is granted. 

Frisco's position is that the evidence should not have 
een allowed on rebuttal since it applied to Union Pacific's 
ase in chief, which had been closed. Frisco concedes that 
.~en criticism is leveled against a witnesses' testimony in the 
, position's case, the right of rebuttal exists, but points out 

·-at its direct evidence made no mention of the traffic evalu-
t ions contained in the Union Pacific study. However, during 
~ass-examination on Union Pacific's traffic diversion study, it 
needed that some modifications in some instances were justified. 
nceivably, a strict and technical application of the procedural 
les would have required Union Pacific to have presented its 
difications in two stages; i.e., before close of its direct 

~ se as to the Frisco and those similarly situated but on 
buttal as to those who had assailed Union Pacific's case in 
ief. In proceedings, as here, involving the tremendous scope 
evidence and numerous and complex issues, a strict application 
procedural rules would have proven burdensome to the parties 

d of great delay in moving the hearing to a conclusion. 
~ rtainly it falls within the wide latitude of discretion allowed 
.,aminers to make such a ruling as here involved \vhich achieves 
more accurate record and at the same time does not in any manner 
prive any party of its right to a full and fair hearing.1 8 The 
aminer affirms the ruling. 

' By the way of contrast to the ruling on its motion, Frisco 
ates "However, it is interesting to note that the Examiners 

. anted North Western's motion to strike the revised losses shown 
r the North Western in UP Ex. 1064, at page 7 (T-45474)." This 
l ique implication of inconsistent rulings also glosses the true 

~ ate of affairs. The circumstances and basis of objection 
.rrounding the ruling in the North Western situation are sub­
· antially distinguishable from those of the Frisco, including, at 
e above-quoted transcript page reference, the statement by Union 

•cific counsel, "Of course, I am perfectly willing to see it 
· ricken because I can tabulate the same material on brief, 
~cause it comes directly from the record." 
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The above discussion deals \vith matters raised in the 

parties' briefs filed after the close of hearing on Au ust 22, 

1968. Certain procedural matters also are raised by the orth 

Western in its two subsequent briefs, i .e.; those filed after 

the further limited hearings of ovember 19, 1970 (a nd pre ­

hearing conference on ovember 18, 1969) and on Apr il 15-16, 197 . 

In the first of such briefs orth Western renews several specific 

actions it unsuccessfully requested of the examiners; namely, a 

motion to strike, receipt of a orth Western petition filed with 

the Commission as an "offer of proof' , and the opportunity to 

develop the record on a "con-trol" question . orth Western claims 

that it was denied a fair hearing and it renews "each of its 

motions, objections, and exceptions to the Exa miners 1 ruling ::.:"'~* . ' 

o detailed discussion and rulings on reconsideration of the 

foregoing is required by reason of subsequent developments. 

Aside from the Commission's order of December 15, 1969 which 

upheld the conduct of the hearing by the examiners; the order of 

February 17, 1970, which in part was based upon orth Western's 

allegation of newly dis covered evidence, reopened the proceeding 

for further limited hearing, among other things. 

In the North West ern brief, filed after the further hearing 

of April 15-16, 1970, it presses for the receipt in evidence of 

its rejected Exhibit No. 1379,but points to no reversible error 

committed by the examiners. The various objections raised to the 

receipt in evidence of the exhibit were valid and substantial. 

The examiner affirms the ruling. Principally, however, North 

Western again claims it was deprived of a fair hearing. Such 

claim is based on the examiner's refusal to issue an order to take 

depositions and issue subpoenas for all the parties and records 

requested by orth V.e stern. As pointed out in the orth Wes tern 

brief, the Commission, in its order of April 13, 1970, upheld the 

actions of the examiners. The net effect of orth Western's 

extensive review of the matters devel oped at the limited further 

hearing shows that it was unable to establish the facts which it 

hoped to establ ish. To capitulate to the sweeping demands of 

North Western for additional subpoenas of persons and records 

(even beyond those originally requested); orders to take dep o­

sitions; and agreed possible further hearings ad infinitum; while 

the numerous and diverse scope of public interests here involved 

mark time awaiting the exhaustion by orth Western of all possible 

and conceivable avenues of exploration on the issues, simply does 

not f a ll within the definition of a "fair hearing." 

To the extent possible the examiner has disposed of all 

preliminary procedural issues. In now moving toward a dis ­
position of the instant proceedings on the merits it is required 

at this point to clarify two essential areas of cons ideration. 
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The huge record made and numerous and complex issues 
i nvolved demand the clearest and most easily understood dis­
course. It is also vital that such discussion be in a logical 
sequence and at the same time free of all unnecessary repetition 
f fact. Commensurate with the foregoing, certain data basic 

t o the applications will be discussed in the same order which 
t he Commission directed that applicants' witnesses be heard. 
ore specifically, following the distribution in written form of 

applicants opening statements (their direct testimony) oral 
~earing for the purpose of cross-examination followed in the 
Jrder of Union Pacific, Southern Pacific, Rock Island,19 North 
estern and Santa Fe. Such is the significance of the order of 
andling and none other. As to the discussed logical sequence 
nd avoidance of repetition, the Rock Island is the pivotal 
~actor in these proceedings. A full and clear understanding of 
·he numerous and compl ex issues and interests of all parties 
~equire that as complete a discussion as possible of the Rock 
:sla nd be first set forth. Again, applicants also are protes tants 
·o each others' applications and most interveners in one set of 
asic applications are similarly situated in the other basic 

application. Accordingly, only a single discussion is required 
f various primary and standard matters, such as corporate 
-entity and ownership, scope of operations, description of plant 
~nd the like. Of course, in any area where there is a greater 
r different emphasis or factor present in one proceeding as 

-ompared to the other, appropriate indication will be made. 

The second area deals with the relationship between the 
asic applications. As stated earlier, each set of the basic 

ipplications is competitive and mutually exclusive of the other. 
owever, this does not mean that under any approval there must be 

i grant of an entire basic application; for example, the Union 
acific-Southern Pacific merger and purchase vis-a-vis the North 
estern control. Neither does it mean that either one or the 

.ther application must be approved; both may be denied if the 
equired showing under section 5(2) has not been made. Compare: 
uthern Pac. Co.-Control-Western Pac. R. Co., 327 I.C.C. 387 at 

97. In connection with the two above-discussed areas, the order 
f presentation at the hearing was so regulated that in all 
4terial respects a sepa rability of fact and issue was maintained 
lative to each of the basic transactions. However, as already 

escribed a substantial portion of the evidence developed has a 
·i rect bearing upon all of the basic transactions. Under the 
i rcumstances, in the interest of expedition and efficiency a 
ingle report may be issued without affecting a determination· of 
ach transaction on its own merits . 

For the reasons next set forth in the text, a discussion of the 
ck Island must precede that of all other carrier parties. 
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PART B: APPLICANTS AND INTER~ENING 
CARRIERS--CORPORATE HISTORY, SCOPE OF 
OPERATIONS, PLANT & EQUIPMENT, FINANCIAL 
DATA, PRELIMINARY CONCLUSIONS 

THE ROCK ISLAND 

Corporate History 

The original Rock Island railroad was organized and 

chartered in Ill inois in 1847. It instituted actual operations 

on a line between Chicago and Joliet, Ill., in 1852 and extended 

operations to Rock Island, Ill., in 1854. By 1866, through 

consolidations and new construction the system reached Council 

Bluffs, Iowa. From 1900 to 1915, the Rock Island through 

ownership and control of subsidiaries extended its service into 

a number of midwestern States with principal service routes 

similar to those operated by the Rock Island presently, as 

hereafter detailed. 

The present Rock I sland corporation, organized as a 

successor in reorganization to the previously bankrupt company, 

was incorporated in Delaware on December 16, 1947. As of 

December 31, 1968, its authorized capital stock consisted of 

3,100,000 shares of no par common stock, of which 2,921,161 shares 

were actually issued and outstanding. The Rock Island has no 

other securities with voting rights outstanding. 

Scope of Operations, Plant and Equipment 

The Rock Island system covers a vast area of the United 

States in the 14 States of Illinois, Iowa, Mi nnesota, South 

Dakota, Nebraska, Kansas, Colorado, Missouri, Arkansas, Tennessee, 

Louisiana, Oklahoma, Texas, and New Mexico. Its lines of railroad 

are bounded on the north by Minneapolis-St. Paul, Minn. (The 

Twin Cities), on the east by Chicago, Ill., St. Louis, Mo., and 

Memphis, Tenn., on the south by Eunice, La., and Houston and 

Galveston, Tex., and on the west by Tucumcari-Santa Rosa, N.Mex., 

and Colorado Springs and Denver, Colo. 

To place the Rock Island in its proper strategic and 

geographical perspective not only in these proceedings but also 

in various other pending proceedings and as well in relationship 

to the rail system of the Nation as a whole, it is necessary to 

describe the Western District route structure in at least general 

terms. 
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Throughout this record, use of the term "corridor" 
as prevailed with respect to east-west rail routes. We 

adopt this term which denotes a long, narrow geographical 
area in which the roughly parallel routes of two or more 
railroads are located. There are basically three east-west 
~orridors in the Western District; namely, the northern, 
:entral and southern. 

The northern corridor consists of the States bordering 
Janada from the Pacific Coast through Minnesota, Oregon, the 
orthern half of South Dakota, Wisconsin, the eastern half of 

·owa, and the northern half of Illinois. The rail carriers 
erving this corridor are the Burlington Northern and the 

iilwaukee and railroads connecting with the two named carriers 
~t the Twin Cities and which connections extend eastward from 
:he Twin Cities, as later detailed. In both instances, Rock 
:sland is a connection and its lines extend from Chicago to the 
:win Cities, via Cedar Rapids, Iowa. 

The central corridor includes the southern portion of 
regon, the northern portions of California, Nevada and Utah, 
·yarning, Colorado, Kansas, Nebraska, Iowa, Missouri, and 
-llinois. The principal carriers serving the corridor are: 
·estern Pacific, Southern Pacific, Rio Grande, Union Pacific, 
nd the several carriers including Rock Island, which on the 
ne hand connect with the Union Pacific and the Rio Grande at 

:he Missouri River and Colorado gat,eways, respectively, and on 
:he other hand have access to the Chicago and/or St. Louis 
~ateways. With respect to the Rock Island, its lines extend 
.-estward from Chicago through Des Moines and Omaha-Council 
luffs, Iowa, to Denver and Colorado Springs. Connecting with 

:his route, at Belleville, Kans., is its route eastward through 
~op eka and Kansas City, Kans., and Mo. , to St . Louis. 

The southern corridor consists of Southern California 
~nd the States of Arizona, New Mexico, Texas, Oklahoma, 
.rkansas, and Louisiana. The Santa Fe and Southern Pacific 
•re the largest carriers, in terms of length of lines and 
·therwise, operating in the southern corridor and they alone 
erve the territory west of Texas. As connecting links with 

·ne southern corridor carriers, the Rock Island has lines (1) 
··rom Santa Rosa and Tucumcari, extending eastward, via Herington 
iDd Topeka, Kans., into Kansas City, there connecting with the 
~ reviously-described routes to St. Louis and Chicago and also to 
:he Twin Cities, via Des Moines; and (2) from Memphis westward 
-~ rough Little Rock, Ark., and Oklahoma City, Okla., to 
.1cumcari. 
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In further respect of the three corridors and as later 
more fully described, lines of the Union Pacific pierce the 
northern corridor in Oregon, Washington, Idaho and Montana and 
the southern corridor in Southern California. Similarly, 
routes of the now unified system in the Northern lines case, 
later detailed, run through Colorado, Nebraska, Iowa, Missouri 
and Illinois. Again, the Santa Fe and the Southern Pacific, 
the latter in conjunction with its subsidiary, reach central 
corridor territory in Colorado, Kansas, Missouri and Illinois. 
As will be more clearly demonstrated later, the Rock Island is 
the only rail carrier at the extremities of the three corridors 
which has major lines in all three. Directly related to the 
east-west movements through the three corridors, is the existence 
of the one single-line, north-south route held by the Rock 
Island and extending from the Twin Cities to Fort Worth, Dallas, 
Houston and Galveston, Tex. The major intermediate points on 
the line are Des Moines, St. Joseph, Mo., and Kansas City, the 
latter two being on alternate routes, between Coburn, Mo., and 
Topeka. Along the same lines, consummation of the Northern Lines 
case provides the unified system with a north-south line reaching 
from Laurel, Mont., to Houston and Galveston, via subsidiary 
lines later more fully described. 

Trackage rights of Rock Island over foreign carrier lines 
and of foreign carriers over the Rock Island lines, as of 
January 1, 1966, were as follows (extracted from Rock Island 
Exhibit No. 19 -- adjusted to reflect merger of Great Western 
into North Western, merger of the New York Central Railroad 
Company and The Pennsylvania Railroad Company, now Penn Central 
Transportation Company, hereinafter called Penn Central or PC , 
and the unifications in the Northern Lines case, shown as "BN" 
below). 
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FOREIGN LINE TRACKAGE RIGHTS OVER ROCK ISLAND LINES 

Main 
Location or Miles of ~lain Track 

Nim!: o{ Road From To Branch Road Miles Other Main 

PC- N&W LaSalle St. Sta. Englewood (Chicago) M 6.33 
PC At Joliet M .59 .74 
B&O Beverly Jet. So. Chicago B 6.25 6.25 
C&O Beverly Jet. So. Chicago B 6.25 6.25 
Chgo. Sh. Line Rock Island Jet. Pullman Jet. B 1.93 1.99 
C.W.P.& S. Burnside Irondale B 1. 34 
PC 106th Street Irondale Elev. B .03 
B.R. of C. Commercial Ave. Mill Gate B .75 
Chgo. Sh, Line Muskegon Ave. Ewing Ave. B .75 .39 
TP&W Iowa Jet. Hollis B 4.70 .49 
C&NW Iowa Jet. Peoria B 3.92 3.98 
MILW w. Davenport Culver M 26.60 26.60 
Bil.'W Chancy Clinton B 1. 62 
C. R.& I.e. At Iowa City M .24 
Bli Burlington Mediapolis M 15.49 
IC At Ceda r Rapids M .58 
MILW At Cedar Rapids M .82 
N&W At Keokuk B 1. 59 
BN At Keokuk B .02 
C&NW Des Moines w. Des Moines M 3.96 
C&NW At Estherville B 1.47 
rc Glenville Albert Lea M 5.83 
C&NW Northwood Albert Lea M 15.46 
MILW Hollandale Maple Island B 2.42 
C&NW Eddyville Givin B 3.49 
C&NW At Des Moines M 3.91 2.75 
MILW Polo Birmingham M 36.45 
N&W Birmingham K.C.S.-Jct. M 4.46 3.56 
~T&SF St. Joseph Winthrop B 19.51 
MP Donovan Winthrop B 16.68 
N&W At Council Bluffs M .04 . 17 
MILW At Council Bluffs M ,06 .17 
BN At Council Bluffs M .47 
BN Almena Orono que M 17.24 
SL-SF At Sheffield M .17 
UP At Topeka M .so 
SP Tucumcari Santa Rosa ~I 60.41 
AT&S.F At Salina B .26 
AT&SF Dodge City So. Dodge City B .78 
UP Hunt Spur Troy B 6.47 
AT&SF Rock Island Jet. Etter Jet. B 30.29 
SL-SF At Clinton M .13 
SL-SF No. Fort Worth Dallas M 36.61 2.50 
Flf&D Ft. Worth Dallas M 34.06 1.49 
SP No, Fort lvorth Fort Worth M 4.53 2.50 
U.T, Co. At Dallas M 1.08 
SL-SF At Fort Sill B .02 
SL-SF Irving Carrollton B 11.30 
SLSW Bdark Brinkley M 64.26 
MP Briark Wimef M 3.92 
A.& L,M, At Crossett B 1.65 
MP (Haskell Hot Springs) B 31.87 

(Malvern Hot Springs) 
MKT At Waxahachie M • 21 

Trackage Operated by Foreign Lines M 338.08 46.81 

" II II B 155.36 19.35 

TOTAL TRACKAGE RIGHTS 493.44 66.16 
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ROCK ISLAND TRACKAGE RIGHTS OVER FOREIGN LINES 

Name of Road 

PC 
BN 
UP 
MIL\v 
C&N">I' 
c&N'.v 
~$:f.l 

C&I'H 
"" "'" KUD 
C&NII' 
~IILW 

DRI&Nii 
BN 
C&NW 
MILlY 
BN 
BN 
MILW 
BN 
St. PUD 
MIL\Y 
HIL\v- C. &N .I¥. 
MILlY 
UP 
D&RG\v 
DU Term. 
UP 
D&RGW 
TRRA 
SL-SF 
KCT 
)!IL'.v 
K·0S 
KCT 
KCS 
KCS-HIL'v 
'-IP 
UP 
t;cT 
UP 
WUD 
SL-SF 
UP 
AT&SF 
Atch Br. Co. 
AUD Co. 
Art-sF 
St . J . Term. 
AT&SF 
UP 
SL-SF 
AT&SF 
SL-SF 
SP 
AT&SF 
Un. Term. 
MKT 
HB&T 
AT&SF 
IC 
L&N 
A.&M.R.B.& T. 
SLSW 
L&A(KCS) 
MP 
L&A(KCS) 
SP 
T&P 

Chicago 
Orion 
Council !Huffs 
At Council Bluffs 
~la nly 
Des ):oines 
n~ t!!r 

Clear Lal<t! .le t. 
At Burlington 
At Keokuk 
W. Des Moines 
At Davenport 
Davenport 
At Ottumwa 
Givin 
Comus 
At St. Paul 
St. Paul 
Newport 
Newport 
At St. Paul 
At St. Paul 
At St. Paul 
Chestnut St . 
Limon 

Location 

At Colorado Springs 
At Denver 
At Sandown 
Belt Jet. 
Carrie Ave. 
Leeds Jet. 
At Sheffield 
Polo 
Airline Jet. 
K.C.S. Jet. 
West "Y" 
West "Y" 
Troost Ave. 
S . ~·e St . (K.C.) 
~lo-K s State Line 
C.R.I.&P. Jet. (K.C.) 
At Wichita 
At Wichita 
St. Joseph 
At Winthrop 
Winthrop 
At Atchison 
At Atchison 
At St. Joseph 
At Abilene 
Abilene 
Enid 
At F.n!.d 
At Clinton 
At Fort \vorth 
At Fort Worth 
Dallas (lvalnut St.) 
Dallas 
At Houston 
Houston 
At Memphis 
At ~lemphis 

Memphis 
Kent 
At Alexandria 
At Alexandria 
Winnfield 
At Eunice 
Alexandria 

Total Operated Under Trackage Rights 
tt 

TOTAL TRACKAGE RIGHTS 

Englewood 
Colona 
Albright 

North\iOOd 
~.; . D?s ~ loine s 

~igg 
\fanly 

Gowrie 

Chancy 

Beacon 
Rosemount 

Minneapolis 
St. Paul 
St. Paul 

(U.D. Connection) 

}ii nne a pol is 
Denver 

North Yard 
Rock Island J et. 
Sheffield 

Birmingham 
K.C.S. Jet 
Term. Jet. 
Troost Ave (K . C.) 
Troost Ave (K.C.) 
Liberty St (K.C.) 
Armourdale J ct. 
Kansas Ave (K.C.) 
No. Topeka 

Hunt Spur 

Atchison 

Salina 
Augusta 
(IVarren Br. ) 

(Depot Line) 
( tt II ) 

Jet. of MKT 
Waxahachie 

Galveston 

Briark 
Camden 

Alexandria 

Willow Glen 

Main Miles 
or of 2ND 

Branch Road ~lain 

;, 

~~ 

~I 

M 
B 
B 
B 

R 
B 
~ 
H 
M 
M 
M 
M 
M 
M 
~~ 

H 
M 
M 
M 
~I 

M 
M 
)f 

M 
M 
M 
~4 

H 
M 
\{ 

M 
M 
M 
M 
B 
B 
Fl 
B 
I) 

B 
B 
B 
B 
B 

M 
M 
M 
M 
M 
M 
M 
M 
M 
B 
B 
B 
M 
B 
B 

M 
B 

9.65 
7.19 

. 05 
11.45 

.02 
11.66 
10.72 

. 60 

.09 
62.59 
1.44 

33 . 89 
.37 

3 . 13 
26 . 99 

6.22 
8 .78 

.10 
7.52 

.69 

.08 

.56 
10.13 
89.42 

.43 

.37 

7.65 
2.52 

.04 

.55 
8 .45 

64.9 6 
1. 54 

.07 
7.10 

.02 

.30 

.12 
1. 36 

.09 

.45 
20.08 
38. 89 

2.68 
1. 27 

.33 

.24 
2.09 

28.67 
20. 86 
47.22 

.47 

.16 
2.91 
2.24 

.82 

.29 
46.75 

2.12 
3.06 

7.06 
.• 10 

.53 
1.10 

6 .1 6 
8.76 
7.57 

. 67 

.10 

.56 
10.13 

1. 83 
.41 
.37 

4.42 

37.63 
.16 

8 .48 

64 . 90 
1. 56 

2.09 
.41 

4.71 

.22 

2.73 

.99 

429.73 175.02 
190.80 2.62 

620.53 177.64 

Other 
Main 

6.11 

5.14 

• 24 
2.71 

11.97 
4.07 
4. 01 
6.00 
2. 83 
1. 52 

• 08 

2. 60 

2.10 

1. 82 

52 .20 

52 .20 
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In addition to the above described operations of 
Rock Island it also controlsJ either solely or jointly 
with othersJ a number ofcorporations as described 
immediately below . Almos t all of the corporations are 
transportation oriented and to the extent significant 
herein their operations will be described later . The 
Rock Is land ownership and book value of investment 
shown are as of December 31J 1968. 

Inves tments In 
Affiliated Companies 

Nature Of Stock Owner -
Business ship % Control 

Total 
Book Value 

rkansas and Memphis Rail­
ay Brid~e and Terminal 
·ompany (Preferred) 

rkansas and Memphis Rail -
ay Brid~e and Terminal 
ompany (Common) 

r kansas and Memphis Rail ­
ay Brid~e and Terminal 
ompany (Common) 

chison Union Depot and 
i lroad Company 

lt Ry . of Chgo .J The 

lumet Western Ry . Co. 

nver Market and Produce 
erm . J Inc . 

enver Union Term . Ry . Co . 

lveston Terminal Ry . Co . 

eat Southwest R.R.J Inc. 

Terminal 33 . 33 

Terminal 33 . 33 

Terminal 33 . 33 

Terminal 12.50 

Switching 8 . 33 

Switching 25 . 00 

Terminal 20.00 

Switching & 16.67 
Terminal 

Lessor 50 . 00 

Switching & 45 . 00 
Terminal 

ouston Belt & Term . Ry.Co. Switching & 
Terminal 

12.50 

l l inois Terminal R.R. Co . Line Haul 9 . 09 

owa Transfer Ry. Co . Switching 20 . 00 

·oliet Union Depot Co. Terminal 33 . 33 

~okuk Union Depot Co . Terminal 20 . 00 
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l 

lJ818 

l6Jl00 

lOJOOO 

3JOOO 



Kansas City Term. Ry. Co. 

Leavenworth Depot & 
R.R. Co. 

Minnesota Trans. Ry . 
Coq The 

Oklahoma City Jet. Ry. Co. 

Packers Car Line Co. 

Peoria & Bureau Valley 
R.R. Co. 

Peoria Terminal 

Pullman Co. The 

Pullman R. R. Co., The 
(Inactive) 

Rock Island I mprv. Co. 

Rock Island Motor Transit 
Co. 

St. Paul Union Depot Co. 

Terminal R. R. Assn. 
of St. Louis 

Trailer Train Company 

Union Terminal Company, 
Dallas Texas, The 

Warren and Ouachita 
Valley R. R. Co. 

Wichita Union Term.Ry. 
Co. 

Terminal & 
Switching 

Terminal 

Switching & 
T·erm.il:hal 

Lessor 

Private Car 
Line 

Lessor 

Switching 

Private Car 
Co. 

Lessor 

Holding Co. 

Motor 
Carrier 

Switching & 
Terminal 

Switching & 
Terminal 

Private Car 
Line 

Terminal 

Line Haul 

Switching & 
Terminal 

F. D. No. 22688 

8 . 33 

33.33 

11.11 

50.00 

8 . 97 

96 .47 

100.00 

2.21 

100 . 00 

100 . 00 

100.00 

12.50 

6.25 

2.44 

12 .50 

100.00 

33 . 33 

500 

28,897 

91,300 

125,000 

2,870 

2,208,589 

529,571 

452,508 

: 1,180,814 

1 

100,000 

130,475 

1 

430,305 

0 

43,188 

0 

At the close of 1968, Rock Island operated 7,390 

miles of road including owned, leased, under trackage rights, 
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and under joint operating agreements.* Total road 
mileage in each of the 14 States served were Iowa-2,002, 
Kansas-1,082, Oklahoma -1,055, Texas-769,* Arkansas-598, 
Missouri-510, Illinois-300, Minnesota-276, Colorado-258, 
Nebraska-189, Louisiana-188, New Mexico - 153, South 
Dakota-10, and Tennessee-1 . Actual mileage of trac~, 
of all types, totaled 10,972* of which 9,617 miles were 
owned by Rock Island, 92 were leased, 1,123 were 
operated under trackage rights, and 140 were jointly 
owned and operated under a joint operating agreement .* 

Major yards of the Rock Island are located in 
Chicago, Des Mornes, Fort Worth, Kansas City, and Silvis, 
Ill. Other important yards are located in Cedar Rapids, 
Council Bluffs, and Jolie t and Peoria, Ill., St. Louis 
and Trenton, Mo ., Inver Grove, Minn ., Herington, Kans., 
El Reno, Okla ., Dallas, Denver, Little Rock, Memphis, 
and Tucumcari. The heavy and general repair of freight 
cars is presently concentrated at Kansas City and El 
Reno, and passenger cars are repaired only at Chicago. 
The following table shows the composition and size of 
the Rock Island freight car fleet for the years 1963 -1968: 

* 
Included in the 7 ,390 miles of road operated and 

also in the 769 miles shown for Texas are 113 miles of 
road owned jointly with the Fort Worth and Denver Rail­
way Company and operated under a joint operating agreement. 
The road mileage involved consists of 106 miles between 
Waxahachie and Houston, Tex ., and 7 miles between Teague 
and Mexia, Tex . , and track mileage between and at these 
points totaled 140 miles . 
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.J:o. 
0 

~ear 

.... 963 

... 964 

P-965 

P-966 

P-967 

11968 

Box 

15,073 

14,.597 

114,987 

14,172 

13,795 

14,449 

Table 1 

ROCK ISLAND FREIGHT CAR FLEET 
CARS OWNED AND LEASED 

1963-1968 

'IYPe of Car 

Flat and 1lack Gondol a Open Hopper 

2,669 4,665 1,702 

2, 795 4,276 1,487 

3,001 3,964 1,6o9 

3,127 3,696 2,165 

3,264 3,613 2,122 

3,284 3,31!1 2,085 

F. D. No. 22688 

Total 
Covered Hopper Other Cars 

1,962 1,297 27,3t8 

2,1L.8 1,393 26~696 

2,971 1,585 28,117 

3,147 1,480 27,787 ! 

4,393 1,655 28,842 

4,863 410 28,432 
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Freight Traffic : Volume and Service Output 

The various tables and discussions which fol low will 
deal with the significant factors and indicatorsbearing 
upon Rock Island freight t r affic . 

Table 2 

ROCK ISLAND 
ORIGI NATI ONS AND TERMINATI ONS, YEAR 1965, 

10, 000 CARS AND OVER, BY TERMI NAL 

I Originations 

hie ago 

afayette, I ll . 

edar Rapids 

es Moines 

:ansas City 

scatine, Iowa 

avenport, Iowa 

:nid, Okla . 

oliet, Ill . 

t uban, Colo . 

tawa , Ill . 

34, 727 

18, 554 

14,613 

15, 013 

14, 512 

14,460 

12, 552 

12, 361 

11 , 119 

10, 571 

10,430 

Terminations 

Chicago 

Des Moines and 
W. Des Moines , 
Iowa 

Kansas City 

Houston 

Denver 

Dallas 

Davenport 

Enid 

Oklahoma City 

Fort Worth 
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38, 974 

34, 837 

20,283 

16, 742 

15, 301 

14,306 

13 , 760 

13 , 319 

11,523 

10,208 



~ 
N 

Year 

Local 

1960 344,687 

1961 327,675 

1962 320,081 

1963 315,796 

1964 303,862 

1965 286,618 

1966 299,819 

1967 264,372 

1968 282,408 

* 

Table 3 

IDCK ISLAND REVENUE FREIGHT 'lR.AFFIC 

CARLOADS, 'IDNS, 'ION-MILES, AND FREIGHT REVENUE 

Carloads 
Interline Interline Total 

Originated Terminated Overhead Carloads 

269,367 211,933 238,462 1,064,449 

260,212 199,311 226, 3h8 1,013,546 

263,799 205,163 227,029 1,016,072 

260' 900 206,247 223,265 1,006,208 

271,638 204,499 227,510 1,007,509 

277,354 212,406 239,083 1,015,461 

307,935 202,698 258,141 1,068, 593 

283,217 220,472 251,106 1,019,167 

291 700 225 ,852 267,771 1,067,731 

Includes L.C.L. Freight. 

F. D. No. 22688 

Total ! 

Revenue Revenue Freight I 
! 

Tons* Ton-Miles Revenue 
(millions) (000 ) 

40,603,226 13, 675 $174,079 

38,978,2 29 13,204 165,625 

39,524,662 13,155 163,081 

39,978,255 13, 552 166,2 65 

40, 655 ,212 14,281 171,512 

41,878, 941 15,624 179, 866 

45,304,409 18,292 200,561 

42' 968,128 17,283 197,783 

47,230,138 18,629 221,795 
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Table 2 needs little discussion . The data is 
rranged in iescending order of volume and shows , for 
xample, that Chicago ranks first in both originations 
nd terminati ons . 

Table 3 shows that for the year 1961 over 1960 
ecreases occurred in each of the categories shown, 
fleeting adverse business conditions during 1961 . In 

erms of revenue ton- miles and total freight revenue , 
e decrease continued through 1962 . From 1962 through 

965 , revenue tons carried, revenue ton- miles and 
eight revenue all increased gradually exceeding the 

960 totals for the first t i me in 1964. From 1965 to 
966, all items in the table except interline terminated 
rloads showed substantial increases reflecting the 

roved traffic situation for railroads in 1966, when 
n - miles generated set a new industry record . From 1966 

1967, all items in the table except interline 
rminated carloads decreased, followed by an across ­
e - board increase in 1968 . 

Rock Island's Evidence and Discovery Exhibit shows 
e ight volume (total revenue tons ) and .service output 
eve nue ton- miles) over the period 1955 through 1965 . 
er such 10- year ~eriod and as compared to 1965 
1 . 9 million tons ), the lowest year was 1961 with 
. 9 million tons or 6 . 9 percent below 1965 and .the 
ghest year was 1959 with 42 . 6 million tohs , or 1.& 
rcent above 1965 . 

The record shows that revenue ton- miles in 1955 
t aled 12 . 5 billion . The 1964 total was 14 . 3 billion. 
the eight intervening years, the ton- mile totals 

n ged within somewhat narrow limits from 13 . 2 billion 
13 . 9 billion for possible year - to - year variance of 

maximum 5 percent which occurred only once , from 1958 
1959 . Table 3 shows that from 1962, however , ton ­

l es increased in every year through 1966, with the 
~atest increase occurring from 1965 (15.6 billion ) to 

6 (18 . 3 billion ) . The 1967 total was approximately 
e billion below the 1966 figure , but in 1968, ton- miles 
ceeded the 1966 total by 337 million . Comparison of 
e 1962 total with the total for each of the most 
cent years of 1965, 1966, 1967 and 1968, show increased 
rce n tages of 19, 39, 31 , and 42, respectively. 

In terms of carloads (see Table 3 ) , it should be 
t ed that local traffic accounted for about 32 percent 

Rock I sland's total carloads in 1960, and that this 
~portion decreased in each succeeding year to the 

7 figure of 29 percent which held steady in 1968 . 
erhead traffic constituted about 22 percent of total 
rload tra ffic from 1960 through 1963, then increased 
each year to 25 percent in 1968 . I nterline originated 

affic ranged from 25 to 26 percent of the total from 
~0 through 1963 , then increased to 29 percent b y 1966, 
d dropped to about 27 percent in 1968 . 
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Total carloads fluctuated from 1960 through 1965, 
with the 1960 total of 1, 064, 449 being the highest for 
the period . In 1966, however, the number of carloads 
e x ceeded the 1960 figure by 4, 144 cars . In 1967, the 
total dropped sharply to 1, 019, 167, but in 1968, the 
total was only 862 below the 1966 high . Despite the 
fluctuat i ons in carloads , the Rock Island ' s average 
revenue tonnage per revenue carload increased steadily 
from 38 .0 tons in 1960 to 42 .4 tons in 1966 . A slight 
decrease occurred in 1967, but a sharp increase brought 
the figure to 44 .2 tons in 1968 ( revenue carload tonnage 
not shown in table ). Heavier loads per car, of course, 
reflect in part the recognized trend toward larger 
capacity cars . 

Freight Traffic: Commodity Consist 

Tables 4 through 7, which follow , illustrate the 
Rock Island's commodity consist in terms of tonnage 
and revenue per commodity group . Table s 4 and 5 are 
based on the commodity code and reporting requirements 
in use prior to 1964, whi le Tables 6 and 7 are based 
on the current code and reporting requirements in use 
since the beginning of 1964. Therefore , although the 
data are not wholly comparable , general conclusions can 
be drawn from consideration of the four tables . 

First, the data reflect the Rock I sland 's dependence 
on agricu l tural commodities. In the years 1959, 1961, 
and 1963 (Tables 4 and 5), "Products of Agriculture 11 

accounted for 26 to 31 percent of Rock I sland ' s total 
tonnage and a nearly equivalent 27 to 32 percent total 
freight revenue . F rom 1964 through 1968, "Farm Products, 11 

the new commodity group mo::;t comparable to 11 Products 
of Agriculture, 11 represented from 19 to 25 percent of 
the tonnage and 19 to 24 percent of the freight revenue 
(Tables 6 and 7). 
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Table 4 

ROCK ISLAND COMMODITY STATISTICS: 1959, 1961 AND 1963 

COMMODITY GROUP TONNAGE AND GROUP TONNAGE 
AS PERCENTAGE OF TOTAL TONNAGE 

Commodity 1959 I 1961 
Group Tons % Tons % 

l OOO ) (000 } 

Products of 
Agriculture 11,290 26 . 4 12, 092 31.0 

Animals & 
Products 796 1.9 792 2 . 0 

Products of Mines 14 , 358 33 . 6 11,510 29 . 5 

Products of Forests 2, 494 5 . 8 2, 323 6 . 0 

Manufacturers & Misc . 13,584 31.8 12,082 31.0 

!Total* 42, 746 100 . 0 38,978 100 . 0 

Table 5 

COMMODITY GROUP REVENUE AND GROUP REVENUE 
AS PERCENTAGE OF TOTAL REVENUE 

1963 
Tons 

\ 000) 

10, 464 

809 

12, 611 

2, 428 

13 , 509 

39, 978 

% 

26 . 2 

2 . 0 

31.5 

6 . 11 

33 . 8 

100 . 0 

Commodity 1959 1961 1963 l 
Group Revenue % Revenue % Revenue % 

lOOO) l OOO ) l ooo J I 

Products of 
jAgriculture $ 59,176 30 . 5 $ 55,737 31.8 $ 47,879 27.3 

Animals & 
I 

Products 8, 620 4 . 4 8, 191 4 . 7 7,365 4 .2 , 

Products of Mines 21,921 11.3 17, 665 10 . 1 19, 826 11.3 

Products of Forests 9, 770 5 . 0 8, 909 5 . 1 9,458 5.4 

Manufacturers & Misc . 89,096 46 . 0 80 , 522 46 . 0 87,758 50 . 0 

\Total* 193, 788 100 . 0 175, 028 100 . 0 175, 669 100.0 

-- -- ~ -- ----- ·- -- -

* 
Includes Freight Forwarder Traffic and L.C.L . Freight . The 

revenue totals are unadjusted figures and may not agree with 
Freight Operating Revenue totals reported in the Railroad Annual 

Report Form A. The totals shown here are for comparative purposes 

only . 

- 45 -

~~--



~ 
0'1 

F. D. No . 22688 

Table 6 

ROCK ISLAND COMMODITY 3Tt\TISTICS, 1964 THROUGH 1968 

COMMODITY GRO UP 'IO N::-.JAGE AND GROUP TONNAGE AS PERCENTAGE O:!i' 'IOTAL TO!'/NAGE 

Commodity 1964 1965 1966 1967 1968 

Group* Tons % Tons % Tons % Tons % Tons % 

(000) (000) (000) (000 ) (000) 

Farm Products 8,979 22. 9, 582 22.9 11,238 2L.. 8 8, 536 19 . 9 9, 088 . 19. 2 

~e tallic 0 res 1,076 2. e 1,077 2. 6 1, 035 2.3 1, 008 2. 3 1,242 2, 6 

Coal 2, E83 7. 2,219 5.3 1,979 4. 4 1,971 4. 6 2, 571 5. L. 

Non-Metal Minerals 6,210 15. 4, 573 10.9 3, 892 8. 6 L. , lOl 9. 5 5,533 ll. 7 

Food & Pro ducts 5, 611 13.e 5,673 13.5 6, 096 13. 5 6,617 15.4 7, 529 15.9 

Lumber Pro ducts 2,620 6.L 2, 768 6.6 2, 897 6. 4 2,922 6.8 3,272 6. 9 

Pulp Paper Products 1,135 2.E l,ll.Jl 2.7 1,218 2. 7 1, 396 3.2 1, 554 3.3 

Chemicals , etc. 2,7L.6 6.e 3,086 7.4 3, 589 7 . 9· 3, 856 9. 0 4,484 9. 5 

Petroleum & Coal 
Products 1,536 3. t 1, 590 3. 8 l,6L.3 3.6 1, 667 3. 9 1, 616 3. 4 

Stone, Clay & Glass 
5 .E Products 2 , 378 3,857 9. 2 4, 295 9. 5 3,701 8t2,726 5. 8 

Primary Metal Products 2,068 5. 2, 326 5. 6 2, 879 6. L. 2,611 6. 1 2, 828 6. 0 

All Ot her Groups 3, 413 8.L 3, 987 9. 5 4, 543 10.0 4,582 10.7 4, 787 10.1 

Total 40 , 655 100 ,( 41,879 100. 0 45,304 100 . 0 42, 968 100. 0 47,2 30 100.0 
- --- --·----

!'UTE: Percentage s may not add to 100.0 percent due to rounding. 

* The commodity groups specifically named each accounted for the movement of one million or more tons in each of the years 

shown. ~All Ot her Groups11 repr esents the total f or the balance of the commodity groups, each of which had an annual move­

ment of less than one million tons in each of the years shown. 

I 
I 
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Table 7 

ROCK ISLAND C:OHMO DITY S TA T2:S TICS , l96L. TI:!ROUGH 1968 
COMMODITY GROUP REVSNUE AND GROUP REVENUE AS PERC3NTAGS 0_<' 'lD TAL RE\JSNUE 

Commodity I 19154 
I 1965 1966 l 1967 1968 

GroUp* Revenue ii I Revenue % Revenue % I ::>.evenue % Revenue % I' 

I (000 ) I (000 ) (000) (000 ) (000) 

Farm Pro duets $ L.3,459 2L. O $ 43 ,18 7 22 . 5 $ 50, 096 23 .7 1 $ 41, 262 19.7 $ 45,585 19. 4 
Metallic Ores 3,306 1.8 3, 402 1. 8 3,614 l. 7 3, 549 1. 7 3, 694 1. 6 
Coal 3 , 329 1. 8 3, 253 1.7 2, 700 1.3 1 2, 697 1.3 3, 263 1. 4 
Non-Metal Minerals p ' p, 52 11. 91 7,668 L.o 6, 778 3 . 2 : 6, 48 7 3-l 8, 311 3. 5 
Food & Products 26 , 414 lL. 6 26 , 463 13. 8 ! 27 ' 998 13 . 2 i 32,142 15 . 3 36,313 15 . 5 
Lumber Pro duets I 9, 857 5 . U I l0 , 6L.5 5 . 6 I 11, 274 S-3 I 11, 613 5.5 13 , 283 5 .7 
Pulp Paper Pro duc t s I 5 , 787 3 .2 i 5, 993 3 .1 6, 596 3 .l 7, 98 7 3 . 8 8 , 977 3 . 8 
Chemicals, e t c. 15,208 0 . h l 6 , 23f\ 8 . 5 1 18,111 8 . 6 l9 , 6PO 9. 4 22 , 7El · 9 .7 
Pe t roleum &. Coal I 

3. !! I 
I I I 
I 

Products I 6 , 220 6,7L5 ).5 i 7, 518 3 . 6 0 7, Ll8 3 . 5 7, 413 3.2 
0 

Sto:te , Clay & GJa ss I 

l I 

~ - ~ I Products I 6, 832 ~ - ~ ; R, 661 9, 364 1.; . 4 8 , 990 4 . 3 8, 617 3 -7 
- . .. - - - - ...., _ _, - - , , - - ~ -- ,.. - - - . . ... - , -

l5,7l.t4 6.7 
I 60 ' 709 25 . 9 

To t al 1- l 8l , 20L 100 . 0 l 9l,7LO 100. 0 211 , 64 3 100 . 0 i 209,756 100 . 0 ~ 23 l.t , 670 100 . 0 I 
NOTE: Percentages may no t a dd to 100 . 0 pe~cent due t o ~ounding . 
'.} 

The commodity f r oups speci f ically named each accounted fo r the mov ement of one million or more tons in each o: the years sho~~ . "All 

Ot her Gr oups'! repres ents the total f or the balance o f' the commoci t y gr oups, each o f which hac. em annual movement o£' less than one 
million t6ns in each of the years shovm. 

f The a n:mal r evenue to t als ar e unadjusted f igures and may no t a gr ee 1.vith Fr ei ght Oper a ting Revenue totals reported in the Railroad 
Annual l.epor t ::<'orm .A . The to tals shown here are for compara tiv e purposes only . 
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Table 7 

RO CK ISLAND COHMO DITY S TAT::!:STICS , l96L. THROUGH 1968 

COMMODI TY GROUP REVSNUE AND GROUP REVENUE AS PERC3NTJ~GS 0_<' TOTAL REVSNUE 

Commodity 19154 
I 1 965 1966 1967 1900 

GroUp* Revenue Ci I Rev enue % Revenue % I :>..evenue % Revenue % 
I' 

(000 ) (000 ) (000) I ( 000 ) (000) 

::>ducts $ L.3, 459 n .o $ 43 , 18 7 22 . 5 t 50, 096 23 .7 $ hl, 2 62 19. 7 $ 45 , 585 19. 4 

l c Ores 3,306 1.8 3 , 402 1.8 3 , 614 1.7 3 , 549 1. 7 3, 694 1 . 6 

I 3, 329 1. 8 3 , 253 1.7 2 ,700 1. 3 2 , 697 1. 3 3, 263 1. 4 

al Minerals f , P. 52 L,. 9 I 7, 668 l.t . O 6,778 3 . 2 j 6, 48 7 3-l 8 , 311 3 . 5 . 
Produc t s 3 6, 313 15 . 5 

Pro duc t s I 13, 283 5 .7 

per Produc t s I 8 , 977 3 . 8 

l s , e tc . I 
22 , 7cl . 9 .7 

urn & Coal I 
ct s I 

7, hl 3 3 . 2 
I 

I 
' Clay & GJa ss ' 

c t s 
8, 61 7 3 .7 

I t•!etal Pro ~uc ts 
l5 ,7h4 6.7 

er Gr oups I 60 ' 709 25. 9 

100. 0 , 191, 7LO 100. o I 211; 6b 3 1oo: o 1 209, 756 100 .o : 23h. 670 100 .o I 
I L I 

----------------------~--------·------~'--------------- ---------------~'-----------------------------------+ 
Total j. l 81 , 20h 

NOTE: Per cen tages may no t a dd to 100 . 0 percent due t o ~ounding . 

* The commodity gr oups speci f i cally named ea ch accounted fo r the mov ement of one million or more tons in each o ~ the y ears sho~~ . " All 

Ot her Groups'! repr esents t he total f or the balance o~ the commonty gr oup s , each of wh i ch hac. o:m annua l movement o: l ess than one 

mill i on t6ns in ea ch o ~ the years sho>m. 

,L The a n::mal r evenue tota l s ar e unadjus t ed f i gur es a nd may not agree lvith Fr e i gh t Op er a t i ng Revenue to t als reported in the %.ilroad 

Annual 'tep ort :!"or m li . The totals s hm-m her e ar e for compar a tive purpos Gs only . 
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Grain traffic constitutes a large portion of the 
total agricultural traffic handled by Rock Island . 
During the period 1960 through 1964, wheat traffic alone 
contributed from 9 to 15 percent of total freight 
reve nue declining from a high of $26 .9 million in 1960 
to $24 . 1 million in 1961, $17 . 4 million in 1962, and to 
the low for the period of $16 .0 million in 1963 . In 
1964, wheat revenue increased to $19 . 5 million . Table 8, 
whi ch follows , shows wheat tonnage and revenue for the 
years 1965 through 1968 . Obvi ously, revenue from wheat 
traffic has declined sharply from the 1960 high . In 
1967, the total ($12 .3 million) was less than half of 
the 1960 figure . Although 1968 showed an improvement 
of about 1 . 1 million tons and $3 . 5 million over 1967 
totals such cannot be construed as a trend j it is noted 
that from 1963 through 1968, there were alternate year 
increases in revenue followed by offsetting declines 
in intervening years . As a percentage of total commod­
ity revenue , whe at traffic accounted for from 5 .8 to 
9 .0 percent in the 1965- 1968 period . 

Table 8 also shows corn and sorghum grain traffic 
data . The year 1966 was the high point for sorghum 
grains in terms of to nnage and reve nue and the - propor­
tionate shares of total tonnage and revenue , with 
declines in the actual figures and relative shares 
occurring in 1967 and 1968 . Corn tonnage and revenue 
data indicate dec lines through 1967, both actual and 
proportionate , from 1965 levels , but 1968 shows a slight 
increase in both to nnage and revenue and the proportionate 
shares of each . The three gra ins together annually 
accoun ted for from 10 to 14 percent of the Rock I sland ' s 
tota l 'commodity group revenue for the 1965- 1968 period . 
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Year 'funs 
(000 ) 

1965 1 , 760 

1966 1,860 

1967 1, 436 

1968 l, 760 

* 

Corn 
% 

h. 2 

1,.1 

3-3 

3. 7 

Table 8 

ID CK ISLAND co~·; , SORGHUM GRA::NS AND ~ !HEAT TRAYFIC 
TONS AND R~VE NUE, ACTUAL AND AS PEn~:'J TP.G "~ C? RESPECTI\TE ':DTP.LS* 

1965 , 1966, 1967 , A~D 1968 

Sorghum Grains "hlhea t 
Revenue ~~ Tons % Revenue % 'T'ons % 

(000) (000 ) (000) (000 ) 

fr·7 , 251 3- t 1, 0 7 1~ 2. 6 M , 253 1. 2 3 , 9B2 9. 5 

7, 221 3. L l , 5L8 3. 4 3,744 1.8 4 , 653 10 . 3 

5, 1.!13 2 . ~ 1 , 246 2. 9 3, L65 1.7 2 ' 610 6. 1 

6, 264 2 . 958 2 . 0 3,404 1. 5 3, 664 7. 8 

---------- - -- -- -- ---- --- - -- -- -- ---- -- ---------- ---

See Tables 6 and 7 for total to nnage and total revenue . 

Revenue % 
(000 ) 

~fl6 , 030 8 . 4 

19 , 074 9 . 0 

12 , 258 5. 8 

15, 709 6 . 7 I 
I 
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The second conclusion is that high- volume , low ­

rated commodities other than grain also account for a 

large volume of Rock Island's tonnage . 11 Products of 

Mines " in 1959, 1961 and 1963 , accounted for 30 to 34 

percent of tota l tonnage . The revenue contribution of 

this traffic , however , was only 10 to 11 percent of 

total freight revenue in those years . From 1964 

through 1968, because of the difficulty involved in 

comparison with the old code , the Metallic Ores , Coal 

and Non- Metal Minerals groups have been chosen to show 

conservative l y the relationship of the high-volume , low­

rated commodities on the new code basis to total freight 

revenue for the Rock I sland . These groups together 

represe n ted 15 to 25 percent of total tonnage and from 

about 6 to 8 percent of total freight revenue for the 

period . 

The final conclusion is that manufactured commod ­

ities by far provide the greatest revenue contribution 

to Rock I sland . In 1959, 1961 and 1963 , 11Manufactures 

and Miscel l aneous " freight comprised 31 to 34 percent 

of the tonnage and 46 to 50 percent of total freight 

revenue . Comparison of commodity consists before and 

after the changes in commodity codes is perhaps the 

most diffi cult with respect to products which have 

gone through some stage of manufacture . Tables 6 and 7 
show specific commodity groups each of which accounted 

for the movement of one million or more tons per ear 

for each year shown . Also shown is the category, 'All 

Other Groups , ft which represents the total of all 

remaining groups, each of which accounted for the move ­

ment of less t h an one mi llion ton s during each year 

shown. Although the aggregated groups predominantly 

cons i st of commodities having u nde r gone some degree 

of manufacture , it is noted that certain of the groups 

included in !tAl l Other Groups " cannot be so construed . 

As examples , containers being returned and freight 

forwarder and shipper association traffic are included . 

A strict comparison with the "Manufactures and Mi scel ­

laneous 11 groups u sed prior to 1964 therefore is not 

poss i b le . Of significance, however ) is the fact that 

the several commod i ty groups totaled as "Al l Other Groups " 

on Table s 6 and 7 accounted for only about 8 to 11 per- · 

cent of the tonnag e but contributed 22 to 2b percent 

of Rock I sland 's total freight revenue . Of further 

s ignific a nce is the fact that many of the commodity 

groups repres enting moveme nts of one million or more tons 

per year include manu fac tured items, e . g . , "Food and 

Product s ) 11 which represented 14 to 16 percent of total 

tonnage and an equivalent portion of total freight 

revenue in 1964 thr ough 1968 . 
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Freight Traffic : Operating Efficiency and Traffic Flow 

The discussion which follows will deal with the 
~ore significant measures constituting a rail carrier' s 
ope rating efficiency . In the Commission ' s considera ­
t ion of proposed rail unifications , operat ing efficiency 
~s a factor of great import ance . At the same time , i t 
cannot be over emphasized that operating efficiency is 
bu t one of the various essential elements of results to 

e considered in the balancing of all issues . I n other 
or ds , all other meaningful elements of public interest 
ay not lawfully be sacrificed or rejected simply 
ecause in one case , a strong carrier is able financially 
o take over a weak carrier which cannot stand alone 
r that in another, the latter carrier ' s operating 
fficiency will be improved as a result of the unification . 

In the area of the operating efficiency of the Rock 
Is l and , freight car utilization already has been 
iscussed, in terms of historical comparison of the 
verage revenue tonnage per revenue carload . Indirectly, 
he discussion of Rock Island's traffic commodity 
onsis t dealt with operating efficiency insofar as the 
f fec t on revenue contributions from high- volume, low ­
ated commodities is concerned . Later, Rock I sland ' s 
re i ght car fleet capacity, physical condition of lines 
nd coincident effects on operations , yard capacities 
nd the operating ratio will be discussed in detail . 
o be taken up at this time are the relative . significance 
f Rock I sland's interchanges in terms of volume of 
a rs interchanged, the freight traffic dens ity over 
ach segment of line in both directions , line classi ­
ications and gradients, and the average length of haul . 

The Rock Island's interchange data at major 
~teways for the year 1963 are shown on Table 9, which 
b llows . The gateways are grouped in such a way as to 
ef l ect (1) the function of the gateways , e . g ., the 
asternmost termini where interchanges are made with 
l as s I Eastern District line - haul carriers , and 
2 ) the geographical scope of the Rock I sland from east 
o west for the northern half of its system and from 
o rth to south for the southern half . Interchange 
igures are shown (1) specifically for carriers which 
ook an active part in these proceedings , and ( 2 ) as 
otals for all other carriers, e x cept as noted in the 
i st. Ad j ustments have been made for railroadr ,except BN, which 
.ave unified . Full corporate names , short names or initia ls of 
ailroads shown in Table 9, not heretofore identi fied , 
re as follows : Norfolk and Western Railway Company -
orfolk & Western or N&Wj The Baltimo re and Ohio 
~ilroad Company- Baltimore & Ohio or B&Oj The Chesapeake 
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and Ohio Railway Company- Chesapeake & Ohio or C&O ; 
Elgin, Joliet and Eastern Railway Company- Elgin or 
EJ&E; Chicago and Eastern Illinois Railroad Company­
Eastern Illinois or C&EI; Erie - Lackawanna Railway Company­

Erie - Lackawanna or E- L; Chicago and Illinois Midland 
Railway Company- Illinois Midland or C&IM; Gulf , Mobile 
and Ohio Railroad Company- Gulf or GM&O ; Illinois Terminal 

Railroad Company- Illinois Terminal or IT; Louisville 
and Nashville Railroad Company-Louisville & Nashville 
or L&N ; Southern Railway Company- Southern or SOU; Monon 

Railroad - Monon ; Toledo , Peoria and Western Railroad 
Company- Toledo or TP&W ; Grand Trunk Western Railroad 
Company- Grand Trunk or GTW ; and St . Louis Southwestern 
Railway Company (a wholly owned subsidiary of Southern 
Pacific) - Cotton Belt or SLSW . 
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Table 9 

ROCK ISLAND MAJOR INTERCHANGES TERMINALS 
AND CARLOADS , 1963 

I . Lines North of and Including Herington, Kans . 

A. Gateways to Eastern District Carriers 

RI 
Station 

Chicago , I ll . 

Connecting 
Carrier 

ATSF 
CBQ 
CNW 
MILW 

Rock I sland Carloads 
Delivered Received 

18 70 
64 62 

1, 770 1,516 
574 910 

1, 190 1, 474 Soo 
Eastern 
Class I 

Dist . 
Line -

Haul* 
All Others 
Grand Total 

·6o, 451 
35, 141 
99, 208 

48, 455 
5,917 

58, 404 

Total 
88 

1 26 
3, 286 
1, 484 
2, 664 

108, 906 
41, 058 

157,612 

*Includes PC, N&W, C&O- B&O, E- L, C&EI, Monon, GTW, and EJ&E. 

J oliet , Ill . ATSF 66 232 298 
MILW 16 2 18 
East . Dist . 
Class I Line-
Haul* 9,444 7,475 16,919 

All Others 614 513 1, 127 
Grand Total 10,140 8, 222 18, 362 

*Includes PC and EJ&E. 

Peoria , Ill. ATSF - 6 6 
CBQ 117 1, 446 1, 563 
CNW 254 2, 230 2, 484 
East . Dist . 
Class I Line -
Haul* 13 ,594 10, 012 23 , 606 

All Others 5, 880 4, 066 9, 946 
Grand Total 19, 845 17,760 37 , 605 

*Includes PC, N&W, TP&W , IT, and C&IM . 
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RI Connecting Rock Island Carloads 
Station Carrier Delivered Received Total 

St . Louis , Mo . CBQ 70 137 207 
MKT 4 2 6 
MP 128 504 632 
SLSF 302 154 456 
SLSW 74 119 193 
Class I Line -

Haul* : 
Eastern Dist . 6,313 8, 172 14, 485 
Southern Dist . 4, 797 5,854 10, 651 
Grand Total 11 , 688 14,942 26, 630 

*Eastern District includes PC, N&W, B&O, C&EI , and IT . 
Southern District includes SOU, L&N, IC, and GM&O . The 
latte r two , where appropriate, are included in "All Others " 
for Chicago, J oliet , Peoria, Council Bluffs and Kansas City . 

Note : The above gateways, as indicat ed , are those where 
Rock I sland interchanges with Eastern District 
carriers . Because Norfolk & Western now includes 
the lines of the former Wabash which serve the 
gateways of Council Bluffs and Des Moines , Iowa, and 
Kansas City, Kans . , those gateways technically 
could be included above , but have been considered 
as more appropriate in the following groups of 
gateways . For the three named gateways , however, 
N&W interchanges have been shown specifically to 
emphasize the fact that they are interchanges with 
an eastern carrier . 

B. Ga teways in Central and Eastern Iowa and Western Illinois 

RI Connecting Rock Island Carloads 
Stat i on Carrier Delivered Received Total 

Silvis , Ill. CBQ 1, 172 912 2, 084 

Davenport, I owa CBQ 33 97 130 
MILW 111 119 230 
Grand Total 144 216 360 

3. Des Moines , Iowa CBQ 328 389 717 
CNW 7,956 5, 903 13·, 859 
MILW 210 309 519 
N&W* 603 405 1,008 
Grand Total 9,097 7,006 16, 103 

*See note above following Secti on I A of this tab le . 

4 . Cedar Rapids , I owa CNW 699 145 844 
MILW 359 147 506 
All Others 1, 242 715 1, 957 
Grand Total 2, 300 1, 007 3 , 307 
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E . Other Kansas Gatewa;ys 

RI Connecting Rock Island Carloads 

Station Carrier Delivered Received Total 

1. Herington , Kans . MP 50 454 504 

2 . Topeka , Kans . ATSF 243 1, 505 1, 748 
MP 18 391 409 
UP 681 1,480 2, 161 
Grand Total 942 3, 376 4, 318 

F . The Denver Gatewa;y 

RI Connecting Rock Island Carloads 

Station Carrier Delivered Received Total 

1. Denver, Colo . ATSF 67 256 323 
CBQ 350 92 442 
C&S 528 297 825 
DRGW 14, 350 17, 516 31 , 866 
UP 2,731 960 3, 691 
Grand Total 18, 026 19, 121 37, 147 

II. Line s South of Herington 

A. The Arkansas and Tennessee Gatewa;ys 

RI Connecting Rock Island Carloads 

Sta tiJn Carrier Delivered Received Total 

1. Memphis , Tenn . MP 323 28 351 
SLSF 4, 915 5, 677 10, 592 
SLSW 46 14 60 
Southern Dist . 
Cla ss I Line -

Haul* 17, 181 13,762 30, 943 
All Others 4 4 
Grand Total 22, 465 19, 485 41 , 950 

*Includes IC , GM&O, L&N, and sou. 

2 . Little Rock , Ark . MP 3, 946 2, 100 6, 046 
SLSW 19 350 369 
Grand Total 3, 965 2, 450 6, 415 

3 . Fordyce , Ark . SLSW 5, 890 1, 849 7, 739 
All Others 6 4 10 
Grand Total 5, 896 1, 853 7,749 

B. Louisiana Ga tewa;ys 

RI Connecting Rock I sland Carloads 
Station Carrier De livered Re ceived Total 

1. Alexandria , La . LA 1, 798 1, 048 2, 846 
MP 2, 081 140 2, 221 
SP 3, 805 2, 842 6, 647 
TP 1, 028 369 1, 397 
Grand Total 8, 712 4, 399 13, 111 

2. Hodge , La . All Others 5, 146 3, 992 9, 138 
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C. Oklahoma and Texas Gatewa~s 

RI Connecting Rock Island Carloads 
Station Carrier Delivered Received Total 

Oklaho,na City, Okla . ATSF 2, 009 2, 633 4, 642 
MKT 28 11 39 
SLSF 613 1, 269 1, 882 
Grand Total 2, 650 3, 913 6, 563 

Dallas , Tex . F'WD 68 8 76 
ATSF 254 92 346 
LA 5,558 642 6, 200 
MKT 1, 051 215 1, 266 
SLSF 39 36 75 
SLSW 217 137 354 
SP 2, 818 791 3, 609 
TP 1, 137 313 1, 450 
Grand Total 11 , 142 2, 234 13 , 376 

Fort Worth, Tex . F'WD 709 1, 008 1, 717 
ATSF 1, 300 1, 366 2,666 
MKT 857 370 1, 227 
MP 2, 680 1, 437 4, 117 
SLSF 299 182 481 
SLSW 7, 075 262 7, 337 
SP 4, 433 3, 984 8,417 
TP 4, 635 5, 142 9, 777 
Grand Total 21 , 988 13,751 35, 739 

Dalhart , Tex . F'WD 1, 910 7, 385 9, 295 

Houston , Tex . ATSF 4 18 22 
F'WD 
MKT 
MP 1, 233 425 1, 658 
SP 1, 736 259 1, 995 
Grand Total 2, 973 702 3, 675 

Amarillo , Tex . F'WD 946 4, 081 5;027 
ATSF 5, 737 3, 842 9, 579 
Grand Total 6, 683 7, 923 14, 606 

D. The Tucumcari Gatewa~ 

RI Connecting Rock Island Carloads 
Station Carrier Delivered Received Total 

Tucumcari , N. Mex . SP 51 , 090 55, 042 106,132 
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Table 9 does not disclose the details for all of 

Rock Island ' s connections (in l965J Rock Island main­

tained 395 connections with 61 different carriers) . 

The table however) includes the principal gateways . 

In terms of total carloads interchanged during 1963 

by the Rock Island at its major terminals) Chicago ) 

Kansas City and ~ucumcari are by far the largest with 

totals of 157)612; ll8J393; and l06Jl32J respectively . 

The Memphis interchange was a distant fourth in rank 

with 41J950 cars . Terminals with interchanges in the 

30)000 to 40JOOO car range include Peoria) Council Bluffs ) 

Denver) and Fort Worth . In the range of 20)000 to 30 ) 000 

cars were St . LouisJ the Twin Cities and Northfield) Minn . 

From lOJOOO to 20)000 cars were interchanged at Joliet) 

Des Moines ) Minnesota Transfer) Dallas and Amarillo . 

The foregoing discussion has ranked specific 

terminals without regard to the fact that some of the 

terminals are in close proximity and therefore functionally 

serve the same purpose. For example ) Northfield and 

Minnesota Transfer are in close proximity to the Twin 

Cities interchange points) and all serve as gateways for 

traffic moving to and from the Rock Island on the one 

hand and from and to routes of the Northern LinesJ the 

Milwaukee) the North Western) and the Soo on the other 

hand. At Northfield) such traffic is interchanged with 

the Minneapolis) Northfield & Southern) which bridges 

the traffic between the Rock Island and the other named 

carriers . The total number of cars Rock Island inter­

changed during 1963 at the three above - mentioned gateways 

in the Twin Cities area was 68J332J of which 30J360 Rock 

Island delivered and 37J972 it received. Similarly) 

the Missouri River gateways) Kansas City and Council 

Bluffs ) together accounted for 150)649 cars interchanged 

by Rock Island) consisting of 72J436 cars delivered and 

78J213 cars received. At Kansas CityJ of the 60J513 cars 

delivered by Rock Island) l6J547 were delivered to 

Norfolk & Western . Of the 57J880 cars received at 

Kansas CityJ 12J761 came from the Santa Fe . At Council 

Bluffs) of the 32J256 cars interchanged) l5J43l were 

received from Union Pacific and 7J970 were delivered to 

Union Pacific) for a total Rock Island -Union Pacific 

interchange of 23J40l cars. 

The four easternmost terminals north of Herington 

( Chicago) Joliet) Peoria and St . Louis) together accounted 

for a 1963 interchange of 240)209 carsJ of which 130)881 

were delivered by Rock Island to connections . Interchanges 

exclusively with t~e Eastern District class I line-haul 

railroads at the four terminals plus N& W (formerly 

Wabash) totals for Kansas CityJ Des Moines) and Council Bluffs 
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count for a total Rock Island - Eastern District inter ­
ange of 187,170 cars (106, 982 delivered to eastern 
nnections and 80, 188 received from them) . In other 
rds , of the total interchanges at the seven gateways 
ave named , 46 percent was involved with Eastern 
strict carriers directly . i O Additionally, it is noted 
at for several of the terminals , interchanges were 
sted in Rock Island's evidence and discovery exhibit 
being between the Rock Island and one or more switch­

.g and terminal carriers . The exact amount of this 
ck Island traffic interchanged between the switching 
rriers and the Eastern District class I line - haul 
ilroads is not known because the prior or subsequent 
stern District line - haul carrier is not shown . 

With respect to Southern District class I line - haul 
rriers, Rock Island interchanged a total of 41 , 594 
rs with such carriers at ·st . Louis and Memphis . 
ding the Rock Island - Illinois Central and/or Rock 
land - Gulf , Mobile & Ohio interchanges at Chicago , 
liet , Peoria , Council Bluffs , and Kansas City , to the 
uthern District carrier interchanges at St . Louis and 
mphis , yields a total Rock Island - Southern District 
terchange of 58, 622 cars for the year 1963 . Also 
re applicable with regard to switching and terminal 
rrier interchange is the discussion in the paragraph 
@ediately above . 

I 

At Denver , Rock Island delivered 18, 026 cars to 
>nnections and received 19, 121 , for a total interchange 
~ 37 , 147 . Of the total figure , 31, 866 cars were 
ccounted for by the Rock Island - Rio Grande interchange . 

Fort Worth and Dallas interchanges in 1963 totaled 
9, 115 cars , of which 35, 739 were interchanged at Fort 
orth . Stated differently, Rock Island delivered 
3, 130 cars (21 , 988 at Fort Worth ) to other carri ers 
~d received 15, 985 (13 , 751 at Fort Worth ) from those 
arriers at the two terminals . or all interchange 
oints in Arkansas , Louisiana , Oklahoma , New Mexico and 
exas , only Oklahoma City , Dalhart and Amarillo , Tex . , 
~d Tucumcari , were points where the number of cars 
eceived from connections exceeded the number delivered 
y Rock Island . 

Of the Eastern District class I line - haul carriers , 
enn Cent~al interchanged 45, 259 cars with Rock I sland , 
orfolk & Western and subsidiary Erie - Lackawanna inter­
hanged 51 , 321, and Chesapeake & Ohio - Baltimore & Ohio 
nterchanged 27 , 324 . Assuming consummation of the 
Wand C&O systems as recommended in an Examiner ' s report 

n F . D . No . 23832, Norfolk and Western Railway Company-­
erger, Etc . --The Chesapeake and Ohio Railway Company , 
erved March 20, 1968, the combined system and Rock 
sland would have interchanged 78, 645 cars in 1963 . 
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The Tucumcari interchange ) as noted J was the third 
largeRt in volume for Rock I sland n 1963 J with a total 
of 106J132 cars . Rock Island J of course J has but one 
connection at Tucumcari) the Southern Pac i fic . Of the 
total interchange ) Rock I sland delivered 51 J090 cars to 
the Southern PacificJ and received 55 J 042 cars from that 
carrier . 

The ma jo r routes of the Rock I sland were previously 
described . During 1964J the line from Chicago to 
Davenport ) I owa J handled a daily average of from 7 J 760 
to 10 J300 net to n s (weight of contents of cars ) westbound ) 
and from 12J 690 to 14 J 240 net tons eastbound . The low 
and high tonnage figures represent amounts moved over 
the lowest a nd highest density segments of the line 
between the named po ints . At Davenport ) the Rock 
I sland ' s r oute from Chic ago splits . One line continues 
west to West LibertyJ I owa J and the density was 7 J 460 
net tons daily westbound and 9 J 520 tons eastbound . The 
other line from Davenport goes southwest to Allerton) 
I owa J where i t connects with the Des Moines -Kansas 
City route . The Davenport - Allerton line handled a daily 
average of 4 J l80 to 4 J 310 net tons westbound and 4 J 790 
to 5 J 350 net to n s eastbound in 1964 . 

At West LibertyJ ment i oned above J the Rock I sland 
route west from Chicago splits a second time ( the first 
being at Davenport ) . From West LibertyJ a main line 
goes to ManlyJ I owa J a nd const i tutes a portion of the 
Chicago -Twin Citie s route . The West Liberty- Manly line 
in 1964 had a daily average of only 1J580 to 2J 890 
net tons westbound a nd 4 J 230 to 5 J 670 net tons eastbound . 
At ManlyJ the line j oins the Kansas City- Des Moines ­
Twin Cities route and the traffi c de nsity between Manly 
a nd the Twin Ci t ie s averaged 3 J 700 net tons northbound 
and 4 J 870 net tons southbound daily . Again referring 
to West LibertyJ the seco nd route west from there goes 
through Des Moines to Omaha . Density between West 
Liberty and Omaha averaged from 3 J 520 to 3 J 840 net tons 
daily westbound ) and from 4 J 720 to 4 J 790 eastbound . 

From Manly J the Twin Cities -Kansas City line runs 
south through Des Moines to Allerton ) where as previously 
noted J there i s a connection with the line from 
Davenport . The Manly- Allerton segment southbound 
handled a daily average of 2 J 500 to 2 J780 net tons and 
from 3 J 080 to 3 J 300 net tons northbound . Continuing 
south from Allerto n) the line goes through Coburn J Mo . J 
to Kansas CityJ over which moved a daily average of 
7J 910 ne t tons northbound and from 6 J 490 to 6 J 760 south­
bound in 1964 . As descri bed earlier J there is an 
alternate route from Coburn west through St . J oseph to 
Topeka J which bypasses Kansas Ci ty . In 1964J less than 
600 tons daily were moved over this line in either 
direction . 
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The St . Louis - Kansas City line handled relRtively 
light traffic in either direction in 1964, with 1~810 to 
1,920 net tons westbound and 1,820 to l , eso net tons 
eastbound being the daily average . West from Kansas 
City through Topeka to Mc Farland, Kans ., the Rock I sland 
handles traffic to and from its Texas, Tucumcari, 
Denver , St . Louis , Chicago, and Twin Cities routes . 
The daily average density between Kansas City and 
Mc Farland is from 9 , 130 to 10,170 net to ns westbound 
and from 8,760 to 10,160 net tons eastbound . 

From McF~rland , a line goes northwest to Belleville, 
where it connects with a line from Omaha . The McFarland ­
Belleville line handled a daily average of 1,970 net 
tons westbound and 3,100 net tons eastbound. The 
Omaha - Belleville line average 2,750 net tons westbound 
and 2 , 740 eastbound . From Belleville west to Limon , 
Colo ., the Rock Island moved from 3,480 to 4,470 net 
tons daily westbound and from 3 , 450 to 4 , 010 net tons 
eastbound . At Limon, a line goes to Denver (4, 310 net 
tons westbound and 2 , 700 net tons eastbound ), and 
another line goes to Colorado Springs, Colo . (350 net 
tons westbound , 660 eastbound) . 

Returning again to McFarland, the line from there 
to Herington handled an average of 8 ,910 net tons daily 
westbou nd and 7,600 eastbound . The Herington-Tucumcari 
line handled from 2,890 to 3,730 net tons westbound and 
from 3 ,000 to 4,350 eastbound . From Herington south 
through El Reno to Fort Worth, the southbound movement 
was heaviest in 1964, averaging from 6,730 to 8,780 net 
tons daily . Northbound , net tonnage ranged from 1,740 
to 2 ,560 from Fort Worth to El Reno and from 4,160 to 
4, 290 from El Reno to Herington . From Fort Worth to 
Dallas , moveme nts averaged 6,580 ne t tons southbound and 
800 net tons northbound . Between Dallas and Houston, 
the southbound and northbound figures were 3 , 380 and 570 , 
respectively . 

Finally, the Tucumcari - El Reno-Memphi s route had 
moveme nts of from 550 to 2 , 280 net tons eastbound daily 
from Tucumcari to El Reno, and from 3 , 040 to 3,870 net 
tons eastbound from El Reno to Memphis . Westbound, 
moveme nts were : Memphis to El Reno, 2,880 to 3,500 net 
tonsj and El Reno to Tucumcari, 790 to 1,160 net tons . 

Except for a few lines such as those between 
fureau and Pe oria , I ll ., and between Li ttle Rock and 
Alexandria , Rock Island's lines other than those 
described above had movements of less than 2,000 net 
tons of traffic daily per line . Of the 7 ,792 miles of 
road operated in 1964 by Rock Island, 32 percent were 
classified as branch lines . Despite abandonments and 
othe r road mileage changes, the percentage remained 
the same in 1968 . According to Rock Island ' s Exhibit 23 , 
AFH- 2 , ruling grades , on the lines for which traffic 
densities have been described herein, do not exceed 
l . 24 percent . 
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Rock Island ' s average length of haul for revenue 
traffic was 394 miles in 1968 . Comparable figures for 
1964 and 1960 were 351 miles and 334 miles , respectively . 

Passenger Service 

Sin ce J anuary l , 1965, the Rock Island has curtailed 
its passenger operations through discontinuance of 18 
i n tercity passe nger trains . I ntercity service listed in 
the "Officia l Guide of the Railways " for September 1969, 
shows that two trai ns per day, one in each direction , 
are operated between (l ) Chicago and Peoria j ( 2) Chicago 
a nd Omaha via Rock I sland and Des Moines j and ( 3 ) Chicago 
and Rock I sland , for a total of six intercity trains . 
Commuter service is provided between Chicago and Gresham 
J unction ( also i n Chicago ) , on the one hand , and , Blue 
I sland , I ll . , o n the other hand . 

As of December 31 , 1968, Rock I sland ' s passenger 
car fleet totaled 370 cars of which 157 were coaches , 
6 were parlor cars , 7 were dining , grill or tavern cars , 
12 postal cars , and 188 were various types of non ­
passe nger carrying cars . 

As i ndicated by the following table , Rock Island ' s 
passenger operation s yielded deficits for each year 
shown : 
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Table 10 

Rock Island Deficits From Pa ssenger Or:>erations 

Year 

1963 

1964 

1965 

1966 

1967 

1968 

Net* 
Passenger Passenger 

Railway Net Railway 
Ope rating Pas·senger Operating 
Revenues Ex2enses Deficit 

( 000 ) ( 000) -· r ( 000 ) 

$29, 427 $44, 306 $(14,879) 

27,258 42 ,261 (15 , 003) 

24 , 500 41 , 828 ( 17,328) 

22,984 37 , 472 (14,488 ) 

16, 474 31 ,131 (14,657) 

9 ,442 20,467 ( 11 , 025) 

*Net passenger railway operating deficit may be 
overstated to the extent that such items of 
expense that have been included in net passenger 
expenses as allowable expenses, would generally 
be disallowed by the Commiss ion in disco ntinuance 
proceedings . ( Source : Schedule 300 Form A). 

Expenditures for Maintenance and Car:>ital I mr:>rovements 

Rock Island ' s revised estimate , submitted September 22, 
1967, was that during the following 5 years an expendi -
ture of $119, 811 , 000 would be required to make possible 
efficient operations and to enable it to provide 
competitive rail service . Various components of the Rock 
I sland physical plant are outmoded and other parts 
require extensive maintenance expenditures . Rock I sland 
finds that its cash situation precludes such expenditures, 
no matter how productive the end result might be , and 
thus it is necessary to forego the lower expense levels 
which would result from improvement and modernization 
of physical plant . Principal areas in which the total 
expenditures are needed include : maintenance of way -
$48 mi llion, yard~ and terminals - $14 . 8 mil lion, line 
changes - $14 . 8 million, siding extensions - $9 . 1 million , 
bridge work - $8 . 4 million, car cleaning and repair 
faci1 ities-$6 . l mil lion, and communications - $5 . 5 million . 

Details of the estimated requirements are as follows . 
As of the end of J anuary 1968, the Rock I sland had slow 
orders on over 500 miles of track because of substandard 
maintenance of way . An estimated $23 . 3 million is 
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allocated for new welded rail to be laid on the princ pal 
main lines . Ballast at an estimated $11 million , and 
ties -$12 . 9 million, would also be installed at the same 
time as the welded rail . One of the effects of the new 
rail program would be to reduce maintenance expense and 
also to increase train speeds . Rock Island ' s maintenance ­
of - way program calls for 90 miles of new track per year 
( from rail thus released , relay rail would become avail ­
able for secondary main line, branch, yard and industry 
tracks) , 600 , 000 ties per year and 600 , 000 yards of 
ballast . In no year since 1963 has it been able to meet 
its required annual maintenance program for new rails , 
ties and ballast . Expenditures for maintenance ·-of- way 
in 1966 and scheduled for 1967 amount to only $11,328, 000 
or almost $36 million short of the required amount . 

Most of the braQch lines , principally those north 
of Topeka and Kansas City, are in worse condition than 
the main line trackage . On most of the branch lines 
there is very little ballast and tie conditions are only 
fair . On these branches there are over 600 miles of 
60 - 65 pound rail and , on several branch lines , train 
speeds are as low as 15- 20 m. p . h . because of track 
conditions . Because maintenance has been deferred for 
many years Rock Island cannot risk further cutbacks . 

In yards and terminals, improvements would include 
the restoration of grades , additional classification 
tracks , and installation of automatic rather than the 
present manual controls . Rock Island's two major gravity 
switching yards , the Silvis yard at Rock Island , and 
the Armourdale yard at Kansas City, will remain serious 
bottlenecks with the resultant inflation of operating 
costs unless improvements are made . Both yards have a 
very low humping capacity (500 - 600 cars per shift) and 
need to be entirely reworked . Rock Island estimates 
that these yards should ~ave a capability of at least 
1 , 200 cars per shift for the volume of business presently 
handled . To prevent delays and backups, the Rock 
I sland has preblocked some of its cars at other yards . 
Costs are also i ncreased by the necessity of switching 
cars at other places that should be switched at these 
yards . Additiona l ly , improvements are needed at 14 
other yards and terminals . Only $312,000 was available 
for such improvemen ts i n 1966 with an additional 
$274, 000 contemplated for 1967 . Certain line changes 
should be made to reduce excessive curvatures to afford 
a maximum 50 m. p . h . speed . The principal line change 
contemplated is between St . Louis and Kansas City at an 
estimated cost of $6 . 2 million . On this line , east of 
Eldon , Mo . , speed restrictions are as low as 35 m. p . h . 
Other line changes would be west of Booneville , Iowa , 
on the line between Des Moines and Council Bluffs and 
south of Allerton , on the line between Des Moines and 
Kansas City . 
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Rock Island has a pressing need for the extension 
~f 85 sidings to 9~000 foot length so as to permit the 
operation Of longer trains . Frequently, it has been 
necessary for Rock Island to reduce train lengths with 
the result that traffic cou l d not move on the properly 
scheduled trains. Shorter train lengths in turn 
increased costs by making it necessary to operate more 
trains . Of an estimated $9 million for siding extensions~ 
Rock Island expended only $893~000 in 1966 and $314~000 
in 1967 . 

Upgrading of bridges to remove weight restrictions~ 
particularly on branch lines, is necessary to permit 
the handling of heavier equipment, specifically the 100 
ton jumbo hopper cars which are used for grain . Rock 
Island acknowledges that $6 million of its estimated 
$8 .4 million bridge expenses were on lines which had 
been specified for abandonment by an earlier branch line 
committee . However, the earlier abandonment plans, an 
estimated 1,600 miles of line, were considered impractical 
and a new branch line committee is studying the situation . 
In 1967, the Rock Island abandoned service on four 
branch lines aggregating 196 . 82 miles of road . The 
branch line committee is presently considering three 
other abandonments aggregating 160 miles . 

Rock Island does not have a modern and adequate 
car repair facility, but the cost of constructing such 
a facility is totally prohibitive on the basis of its 
existing f inancial condition. A minimal program for 
equipment maintenance should include the construction 
of modern car cleaning and upgrading facilities at both 
Silvis and El Reno, as well as the construction of one­
spot car repair facilities at Blue Island , Silvis, 
Des Moines, El Reno, Little Rock , Fort Worth and Council 
Bluffs . . In addition ~ the general and heavy car repair 
shop at El Reno should be considerably expanded to 
enable car repair work to be performed at one centralized 
location. The total cost of the foregoing is an 
estimated $6, 089, 000 of which less than $1,000,000 was 
expended or programed in 1966- 1967 . 

Some of the branch lines do not have voice circuits 
and are limited to Morse telegraph circuits for communi­
cations; an outmoded system. Rock Island estimates that 
$5 .5 million must be speht to upgrade the communications 
system to provide adequate facilities for voice trans ­
mission , data processing and train dispatching . In 
1966 Rock Island was able to spend only $183,000 on 
improving communications and had programmed only $42,000 
for 1967 . 

At the end of 1952 the Rock Island freight car fleet 
totaled 30,741 cars and bad orders were placed on 478 
car~, or a bad order ratio of 1 . 6 percent . As seen, 
Table l shows the Rock Island car fleet for the period 
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1963 through 1968, inclusive . In 1964 bad orders were 
placed on 2 , 707 cars , or a bad order ratio of 10 . 1 
percent , and as of April 1 , 1965, the ratio was 9 . 2 
percent . I n 1966, the bad order ratio had declined to 
2 . 9 percent principally due to retirement of a substan­
tial number of cars and repairs to cars . 

In the 18 week period from May 31 , 1965. through 
October 3 , 1965 , the Rock I sland had equipment shortages 
totaling 11 , 230 freight carloads , of which 9 , 445 car 
shortages were on- line and 1 ,785 car shortages were off ­
line . Of the total shortages , 3 , 886 were special 
equipment cars . Rock I sland ' s fa lure to supply the 
type and quantity of equipment needed by shippers 
resulted in a sizable loss of freight and revenues . 

In the period following World War II , the peak 
number of cars operated by Rock I sland was reached at 
the close of the year 1952 at which time it had 30, 741 
cars . For all class I carriers in the Western District 
the peak for the period was at the end of 1957 . At 
the end of 1964 all carriers in the Western District 
as a group experienced a decline in car fleet of 7 . 8 
percent compared to the 1957 peak , but the Rock I sland 
alone suffered a decline of 13 . 2 percent from its 1952 
peak to a fleet size of 26 , 696 cars . 

The postwar peak tonnage capacity for Rock I sland 
was first reached at the close of 1959 (1 . 6 million 
to n s ) . Western District class I railroads as a whole 
reached peak capacity at the end of 1960 ( 33 . 3 million 
tons ) . By December 31 , 1964 , Rock I sland ' s car fleet 
capacity had declined by 7 . 1 percent while all Western 
Di strict class I railroads had a decline of 0 . 9 percent . 
For the 1959, 1960, and 1964 periods above referred to , 
the capa jties of leased cars are included . Rock Island ' s 
l96b Annual Report Form A reports a total capacity of 
1 . 7 million tons , including the capacity of 6 , 525 
leased cars but excluding the capacity of 1 , 477 other 
leased cars . 

During the e nd of the year 1965, Rock Island made 
an estimate of its equipment needs for the years 1966-
1969 . Of course , the estimate was subject to ad j ustment 
upward or downward depende n t upon vari.ous factors such 
as marketing developments , productivity of new high 
capacity cars , and the rate of retirement of cars . 
However , the pro j ection was based upon the estimate that 
Rock I sland by 1968 w@uld increase its share of Western 
District traffic from 4 . 7 percent to 4 . 9 percent . Under 
such pro j ection, Rock I sland would handle 18 . 7 billion 
revenue ton- miles in 1969 and require a freight car 
fleet of 32 , 900 . Excluding 5 , 200 private cars ( or c~rs 
not supplied by any railroad ) but adding for A bad order 
car 1·a-cio of 5 . 5 percent or close to l , 000 cars , the 
oervicable freight car fleet for 1969 was an estimated 
28, 700 cars . As of the time of the hearing o n 
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August 22 - 23 . 1966, the Rock I sland had already increased 
its share of Western District traffic to 4 . 8 percent . 
Its Annual Reports to the Commission for 1967 and 1968, 
show car fleets of 28, 842 and 28, 432 and revenue ton­
miles of 17. 3 billion and 18 . 6 billion, respectively . 
As see n, all circumstances considered, the forecast 
made in 1965 as to the increased revenue ton -miles by 
the end of 1969 was a conservative and reasonably 
accurate projection . 

Rock I s l and also has been faced with the further 
fina ncial problem of bu ilding up a car f lee t of the s ize 
which would e nab le it to compete effectively as an 
independent carrier and haul the volume of traffic 
avai lable. Ba sed upon the previously d iscussed 18 .7 
bil lion revenue -to n mi le s estimated for the year 1969, 
Rock I sland projected its equipment fleet needs a s 
follows : 

Equipment 

Freight cars 

Locomo t ives 
. (not including sal ­
vage va l ue ) 

Passenger coaches 

Cabooses 

Total 

Uni ts 

7. 250 

194 

45 

190 

7.679 

Estimated Cost 

37. 307 , 00021 

7. 497. 000 

3.781 , 000 

$172.592, 000 

The above p rojection takes into consideration a 
bad car r atio of 3 . 5 percent and the estimated retire ­
me nt o f equi pme nt . Thus , for example , the estimated 
7, 250 additional freight cars is predi cated upon the 
allowance for retirement of 6, 457 units or an actual ne t 
increase to the fleet of 793 freight cars . Rock I s land ' s 
dep leted working capital position coupled with a 25 
percent minimum cash down payment restriction in i ts 
artic l es of incorporatio n have precluded the possibility 
of purchasing equipme nt. Accordingly , Rock I sland has 
been f orced to rely a l most entirely upo n the leasing of 
equipmen t . The impact which the leasing of equipment has 
had ~ n Rock I sland's fi nancial conditio n will be la ter 
dis cus s e d . 

21 
Includes cost of modificat i o n of 10 units for use 

in Chicago subu rban passe ng er service . 
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Emp loyees 

Rock I sland finds that further work force reductions 

are not feasible to offset rising wage and material 

costs . Employment on the Rock Island is at an all time 

low . The average number of employees on the Rock 

I s land in 1967 was 1, 549 below the average for 1964 and 

about 2, 200 employees below the average when compared 

for 1968 . As of December 1968, Rock Island's work force 

included 460 executive personnel , 2, 394 professional , 

clerical and general personnel , 1,978 maintenance-of-way 

a nd structure personnel , 2, 189 maintenance of equipment 

and stores personnel , 825 transportation personnel other 

than train , engine and yard personnel , 143 yardmasters . 

swi tch tenders a nd hostlers . 3. 754 train and engine 

personnel . 

In terms of dollar savings . the force reduction 

achie ved between 1964 and 1967 have been more than offset 

by increased wage costs . Additionally any opportunities 

for further reductions are limi ted because of exist i ng 

labor agreeme n ts . 

Financial Data and Analysis 

Ba lance sheets and income statements of the Rock 

I sland set forth immedi ately below are for the ~urpose 

of showing the carrier ' s f inancial condition (l) for 1963 
in connection with the filing of the North Western 

Control application , (2) for 1964 with respect to the 

date of the Union Pacific -Rock I sland merger agreement . 

and for 1968 as the latest available data . 
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December 31, 1963 December 31, 1964 December 31, 1968 

Current As sets 
Cash $ 2 , 834, 325 $ 3, 44R , 071 $ 2,499 , 821 
Temporary cash i nvestment s 16,966,993 li, 923, 079 3, 471,431 
Special deposit s 1,046 ,371 956,491 482,5011 
Net balance rece ivable from 
agents and conduc tors 4,114, 667 3, 797, 856 5, 748 ,153 

Hi scellaneous accounts r ece i vabl e 6, 518 ,4 76 5,184, 645 5, 552,421 
Interest and div i dends r ece i vable l99, 06h 91,476 54,428 
Accrued account s r ecei vable 7,983,238 8, 586 , 808 14,705, 542 
Worki ng fund advances 133,321 133,159 178,931 
Prepayments 250, 011 217,480 1,124, 516 
Ma terial and supplies 13,360,092 13,744, 095 10,281,146 
Other current assets 442658 83 2111 172 2288 

Total current asse t s ~3 2 4>1 2 2lo 48 21615 2271 442271 2181 

S;eecial Funds 
Capi tal and other r eser ve f unds 132, 967 550,145 1, 893,568 
Insurance and ot her f unds 120, 000 120 2000 161 2000 

Total special f unds g 2, 9t>7 670 21L5 2 2054,568 

Inve stment s 
Investment s in a f£'il i a t ed Cos. 19,286,135 19, 441,295 16' 72 7' 513 
Other i nvestment s 1, 933, 805 1 2893 2050 654 2291 

Tot al i nvestment s 21,219, 940 21 2 334,34~ 17 2381,864 

Proper t i es 
Road and equ i pment proper t y 599 ,66~,712 615 ~425,643 59+,583,527 
Improvement s on leased proper ty 1, 519,891 1, 564,409 1, 767, 055 

Total t r ansportation property 601,181, 6o3 616,990, 052 593,350,582 
Accrued dep r eciation-Rd. & Equip. (182,168 ,480) (189,282,304) (193, 881, 706) 
Amor t i za t ion of defense projec t s 

Rd. & qui p . ( l L2067, 59l) ( 11,912 2047) 62673zl50) 
Recorded Deprecia t ion & 

Amortization (196,236,071) (201, 194, 351) (200, 554,856 
Total transportation property 
l ess depr. & amort. 

Miscell aneous physical property 
40L29h5z532 

8 ,~7 6,216 
415z7952 701 

8,~~0,709 
392 2 795z 726 
6,~82,966 

Accrued deprecia t i on-miscellaneous 
physi cal property 1,606,299) lz667 2 736) lz 325 2246) 

fvliscellaneous phys ical prop. 
less depreciation 6 29692917 62882 2973 5 z2 57 z 720 
Total properties less 
depr. & amort. 411z915z449 422z 678 1674 398,053z446 

Other Assets and Deferred Charges 
Other assets h80 ,727 707,73 6 2,146,2 48 
Unamor t i zed discount on long-
t erm debt 1, 601,92 6 1, 508, 963 1,132,332 

Ot her def erred char ges 2z2 29,392 2zl53z89h 1 26842 980 
Total other as sets & 
def erred charges Lt 2 312 20L5 42370 2593 42963z56o 

Total Assets $1J91,151,617 $497 2220 2028 $466 ,7242559 
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Thb l e 12 

"f"DCK ISLAND BALANC~ SHEE'IS AS 0"' 

De cember 31, l 9t3 Decemb er 31, l96L' December 31, l 

Current Liabiliti es 
'I'ra ff'i c & car-ser vice bal. cr. 
Audi ted accounts & 1t1ages paya~le 
tvliscellaneous accounts payabl e 
Inter est matured unpaid 
Divi dends rna tur ed unpaid 
Unma t ured inter es t accrued 
Accrued accounts payabl e 
Feder al i ncome taxe s ac crued 
Other taxes accrued 
Other cur rent liabilit i es 

Total current liab i l i t ies 
(exclusive of long- t er m 
debt due i n l year) 

Long- Ter m Deb t Due l,•,'i t hin l Year 
~quipment obl i ga tions & ot her 

debt 

Long- Ter m Debt Due Afte r l Year 

$ 712 , 030 
5, 5ll, b56 
2 , 0 79, 258 

597' 572 
12 ' 390 

1 , 4 70 , 8 74 
17 ,23 7 , 85Lr 
1, 666 , 507 
6,767, b2l 
2 ' 618 ' 398 

38 l 67h,l60 

Funded debt unmat ur ed 10 7, 752 , 000 

Equipment obli["at i ons 33 ,173, 462 

Amount s payable to a ffilia t ed Cos. ______ 607,15l 

Total l ong- ter m debt due 
a f'ter l year _ll:,rb 532, 613 

Rese r ve s 
I ns urance reserves 7,135 
Cas ua l ty & other reser ves 3 , 08 7,179 

Tota l re s erv es 3, 094 , 314 

Otne r ~iabili t i es & Deferr ed Cc- , 
Other l i abili t i es ------·-- 1,002 , 935 
Other de ferred credits 310 ,746 

Acc rued de pr ecia tion-leased prop . 318 ' 592 
Tbta l oth2r l i abili t i es & 
deferr ed credits _____b_§ 32 , 273 

------

Sha r eho.Lders 1 Equi t y 
Caoi t al s to ck-common- to tal 
~·---

l 45z 835z550 

Re ta i ned i ncome-unappropriated 154 ,096 , 967 

Sha reholde r s• equi ty- total _29~ z 932 ,517 
---~------

Total liabiliti es & 

Shareholders• Equity . ~91,~51, 617 
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t 258 , 42L 
5 , 608 ,5 71 
3, 645 , 889 

553 , 628 
12, 370 

1, 534 , 515 
18 ' 722 ' 905 

39l,l5L 
5 , 485 ,793 

__ 2 1. ~00 , 8 21 

39, 014 ,090 
---------

6, t86 , 9uo 

10!,, 329 , 000 
39, 8!12 , 663 

616 , 605 

144,788 , 268 

2 l 699 , 9R2 
2l b99 z9B2 

88 7, 494 
1,155,30 7 

34lz016 

2,383 z817 
-------

__l-1t2.z.~~21.550 

155 , 801,381 

301 2646 2931 

$L 97 z 220 lo2 8 

$ 763 , 428 
L, 300 , 40h 
2 ,360 , 470 

474 , 0JL 
11 , 089 

670 ' 962 
2 6, 693 , 8 7~ 

5 , 55L. , 33J 
3, 791, 439 

hh , 620 , 031 
--- ------

__ 5_, 2~· 1, 971 

97 , 8 75 , 000 
26, 038 , 9H 

___ P20 , 536 

___g~ 734 , l1PO 

5, 379 , 7t9 
--~' 3 79 ,7 9 

----

3, 565 , 617 
2, 826,406 

42 lz l35 

__ 6.t813zl58 

l46 z058 , 050 

~,0371. 112 

280 2095 211:2 

~466 , 72L , 559 



Total Opera ting: llevenues 

Operat~ng Exp~~~~ 
1'1aintenance o f 'A'ay & s t r uctures : 

Exclusive of depreciati on 
Depreciation 

Maintenance of equipment : 
Exclus i ve of depr eciation 
Depreciation 

'fr a.ffic 
Transportation 
Miscellaneous & general 

Tbtal operating expen~~~ 

Net reve nu~-f rom z:ailway opera. t ions 

Railv1ay tax a ccrual s 

llaih1a.y oEer a ting i ncome 

Rent income - cr. 
Rents payahle - dr . 

Net r ents - dr . 

Net r ailway oper ating i ncome 

Tota l other income 

Total income 

Total miscel laneous deducti ons 

Income available f or fixed charges 

Fi xed charges 
Contingent interest (other deduc t ions ) 

Total f ixed cha·:-ges & contingent 
interes t 
Ordinar y income 

Total extraordinary items ( Net) 

Net income after f i xed charges and 
other deductions 

23 , 528, 690 
3, 1!•5, 222 

26, 899 , L;l fl 
8, 224 , 350 
6, 128, 707 

8h , 673 , 516 
11,110, 518 

_}._63 ' 710 ' 921 

37 , 696,l]2 

2, 297 , 102 
17, 542 , 725 

(15, 2L5 , 623 ) 

8, 6J7 , Lt99 

__ 3 , 05~.z.1.9l 

11 , 1S64 , 200 

531, 6fn 

11, 132 , 519 

3, 711 , 622 
2, 435 , 424 

6,147, 046 
4,985.J;73-
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196L. 

23,405, H7 
3, 105 , 513 

27 , 178 , 3L8 
8' 7l8 , 669 
6, 25L, 534 

85, 637, 123 
12 , 7 !12 , e L· 5 

167, 0L:5 , i79 

37 , 596, 786 

-··-~2)_921.)}.2? 

~499 , 427 

2, 202 , 2P 7 
17 322 ,r 78 

--rif,120 , 591) 

3, 322,653 

~]Ol.z. LP2 

10, 129, 1L0 

3,8 78 ' 134 
2 , 406, 2?1 

6, 28h, 3g5. 
- 3,B1i4' 7 5 

$..__], 81 ·4, 785 

1968 

.o!\239 , 346 , 230 

31 , 700, 300 
3, 0t.5 , L.A 1 

31 , 356 , 910 
8, 331, 8(,L_ 
6, 414 , 21L 

l02 , 7G0 , 400 
-~983 ,_~~~ 
l961613.1l~1 

25 , 322 , 772 

1, 339, 651 
33 , 180 ,194 

(31,8Lo ,>f.3) 

6, 517,771) 

3, 655 , 652 

2, 862, 119) 

__ 7'-00' 3 36 

3, 562 , 455) 

3, L.88 , 406 
2, 265 , 210 

5, 753, 616 
T9,316,oii:) 

4, 510, 908 

f ( 4, 1105 , 163) 
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The additional financial items selected for 
analysis hereinJ taken from exhibits and data included 
in the hearings J are items generally accepted by the 
Commission and the financial community as criteria in 
determining the financial posture of a transportation 
entity . 

The following t a ble shows Rock I sland ' s trend in 
earning history since 1953 . 
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Table 14 

ROCK ISLAND NET I NOJME 1953- 1967 

Net I~come Af ter 
Total Raih,ray Tot al Faih,ray Ne t Raib."ay Income Availabl e Fixed Charges And 

Year Op~ratin~ Revenues ~ing Expenses Oper ating Income For Fixed Charges Other Deduct i ons 
(00 ) 000 ) (000 ) (000 ) (OOOJ 

1953 $207,955 ~1!, 7,337 ~2f , 25<; ~ 29 , 217 ~ 25 ' 912 
1954{~ 18 7,063 141, 605 17' 7),2 l R , P.02 15, 65 7 
1955 l f·9 , 382 143 ' 207 20 , 9PO 21, R9!, 16, 9fHl 
1956 200 , 020 153,408 20 , 3P.1 21, L•99 15 ' 72 2 
1957 209, 591 l 6Lt, 245 14, 323 15, 411 9, 70), 
1958 207 , 8RL1 162 ,197 13, l P9 1!1, 560 R, 20l 
1959 219 , 454 172 ' 774 n, flL· 4 14 , 697 Q , 290 
1960 211,776 169,785 A ,31,1 12 ' 5t·O 6, 015 

~ 
1961 203 , 332 160,514 10 ,191 l3, C6fl 6 , 5l c 

w 1962 200 , 92 7 163 ,719 9, 911 l2, A95 6 , 57R 
1963 201, 407 163,711 R, t.0 7 11,133 h, 985 
1964 204 , 642 167, 04.5 7, 379 10 ' 129 3, 8)r5 
1965 210 ,790 .i 7Lr., 822 2 ' !:79 5,157 ( 1, ~ 5 1) 
1966 230 , 365 190,090 1, 228 2 , 643 ( 3 , 639 ) 
1967 221 , 885 190,756 (14 , 049) (11, fl ll) (16, 6 77 ) 
1968 239,346 196, 613 ( 6 , 51E\ ) ( 3 , 562) ( 4,1' 05 ) 

*Includes $3,012 ,000 additional Federal income tax accrued. 

A 
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Net I ncome 

As Table 14 discloses , net ra lway operating income 
dropped from a higp of $28 . 259 million during the Korean 
War in 1953 to a deficit in excess of $14 . 049 million 
i n 1967 . I ts net income after fixed charges and other 
deductions declined from almost $30 mill on in 1953 to 
a deficit of almost $16 . 677 million in 1967 . However 
for l968fnet income , after similar deductions , was a deficit of 
$4 . 8 million . 

For each of the three 5 - year periods 1953 - 57 , 
1958- 62 and 1963 - 67 , gross revenues from railway opera ­
tions averaged approximately $198, 802, 000, $208, 674 , 000 , 
and $215 , 017 , 000 , respectively, and gross railway 
operating expenses averaged approximately $149, 816 , 000, 
$165, 798, 000 and $177 , 303 , 000 , respectively . The rat o 
of gross railway operating expenses a s compared to gross 
railway operating revenues increased from an average 
of 75 percent for the period 1953 - 57 to an average of 
about 82 percent for the last five years 1963 - 67 . This 
is indicative of its increased cost of operations . 

A comparison of the Rock I sland ' s operating ratio 
with the Western District as a whole discloses that the 
Rock I sland in recent years has lost the position as the 
carrier with the lower operating expense position it 
had previously enjoyed . From 1948 through 1956 the 
Rock I sland had lower total railroad expenses proportion­
ately than did the Western District as a whole . S nee 
that time the Rock I sland's operating expenses have 
been relatively higher than the Western District rail ­
roads , in any year . The favorable position of operating 
efficien cy enjoyed by the Rock I sland for a\ number of 
years prior to 1955 has deteriorated to the extent that 
in 1964 the Rock I sland had an operating ratio of 81 . 63 
percent compared to the Western District ' s 78 . 32 percent . 
During 1967 , Rock I sland ' s operating ratio rose to a 
new high of 85 . 97 percent , however , some improvement 
was enjoyed in 1968 which resulted in an operat i ng ratio 
of 82 . 0 percent . 

Working Ca pital 

As seen from Table 15, for the period 1953 - 60 Rock 
I sland showed an average monthly working capital 
requirement of some $12 . 4 million . For such period , 
average current assets exceeded average current liabilities 
by about $16 . 5 million and resulted in an average 
working capital ratio of 1 . 3 . On this basis , Rock 
I sland ' s working capital for that period of time 
appeared sufficient to conduct orderly operations . 
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For the five year period 1953~5~ working ca~ital 
declined from $18 . 3 million in 1953 to a low of ~8 . 9 
million in 1957 . In order to replenish this loss in 
working ca_pi tal, $16 mi llion was raised _ in 1958 by the 
issuance of First Mortgage Series "c" 5! percent bonds, 
and through t his borrowing increased working capital to 
$23 . 9 million . Since 1958 , the Rock I sland has suffered 
a decline in working capital in each of the succeeding 
years with the only exception being 1962, with the 
result that at the end of 1964 its working capital was 
slightly more than one - third of its working capital at 
the end of 1958 . Although Rock Island borrowed $16 
mi llion for working capital in 1958, working capital had 
decl ined to $9 . 2 million in 1964 . 

From 1964 to 1966 its working capital continued to 
dec line . For that period Rock Island only nad an average 
of $6 . 3 million working capital available to meet an 
increased average monthly working capital requirement 
of $13 . 6 million. In 1967, despite a $3 million loan, 
Rock Island's f inancial statements reflected a deficit 
working capital position of $5 . 7 million . Lit tle relief 
was realized for 1968 which reflects a deficit working 
capita l of $348,000 , 

Declining revenues and net income has had a very 
adverse effect on Rock I sland's working capital position. 
It s efforts at long-term borrowing in order to bolster 
its working capital funds offered only temporary relief . 
The amount borrowed did not provide sufficient fuqds to 
obtain more modern equipment, revitalize its system or 
generate additional revenues . 

The only solution to Rock Island ' s working capital 
problem as well as its other financial proble ms , is 
improved earnings . The life line of any business enter­
prise depe nds upon the revenues it earns . Rock Island's 
railway operating expenses have been mounti ng while its 
revenues have remained relatively static . 

A contributory factor to increased expense of Rock 
Island especially in recent years, is the rising 
employment costs . In 1964 labor increases alone were 
$5 million more than the levels which prevailed duriRg 
1963/and in 1965 further employment cost increases of 
another $5 million were imposed upon the company. The 
record indicates that although the average number of 
employees on the Rock Island in 1967 was 1,549 below 
the average number in 1964 , _in terms· of do llar 
savings these reductions in force were more than offset 
by increased wage costs . 
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I n order to provide adequate service to its 
shippers and to try and recapture lost revenues it was 
necessary for the Rock I sland to secure additional 
equipment . It could not generate sufficient capital to 
purchase this equipment and the only alternative it 
had was to resort to leasing equipment . The arrange ­
ment was almost entirely accomplished through Inves tment 
Credit Leasing . As a result of expanded leasing of 
equipment, Rock I sland ' s equipment Pental expenses were 
~reat ly increased . Equipment rentals were over 
~5, 000, 000 higher in 1967 than in 1966 . Even though 
railway operating revenues in 1967 were nearly $8 .5 
million below those of 1966 it can be concluded that 
without this leased equipment Rock Island ' s freight 
revenue would have been even lower . Equipment rental 
expense in 1968 was increased by more than $4 million 
over 1967 as a result of adding equipment through 

-equipment credit leasing . 

Considering the increase in equipment rentals in 
conjunction with the increased railway operating 
expenses and insufficient revenues , it is obvious that 
the result must be a decline in net railway operating 
income and consequently its net income after fixed 
charges and other deductions would reflect the same 
conditions . 
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Table 15 

ROCK ISLA ND ~DRKING CAPITAL 1953-1967 

Total Operating r1onthly Average 
Total Current Total Current Working Expenses Less Working Capital l~orking 

Year Assets Liabilities CaEital DeEreciation Reguirement Capital Ra tio 
(ooo) (000) (ooo ) (000 ) (ooo ) 

1953 $65, 512 $4 7,192 $ 18 ,320 $137, 82 0 $11,485 1. 4 
1954 58 ,136 39 , 495 18 ,641 131, 944 10,995 1.5 
1955 65 ,024 45,439 19,585 133 , 546 11,129 L h 
1956 60, 890 h5, 436 15,454 153,504 12 , 796 1.3 
1957 h8,770 39 , 891 R, 879 15!,,097 12, ~41 1.2 
1958 63 ,913 40, 022 23 ,- 891 151,730 l2 , 6h4 1.5 
1959 57 , 697 38 , 099 19, 598 162,142 13,511 1.5 
1960 52 ,111 37, ?Ph 1h, 327 159,067 13, 256 Lh 

-..) 1961 53 , 593 hO , 871 12,722 149,372 12 ,!, 48 1.3 
-..) 1962 5h, 612 38 ' h92 16,120 152,508 12 ,709 L h 

1963 53 , 451 38 , 674 lh, 777 152,341 12,695 Lh 
l96h h8 ,166 39, 0lh 9,152 155,221 12 , 93h 1.2 
1965 h6 , 780 39 ,79h 6,986 162 , 503 13,291 1. 2 
1966 h6 ,408 43,5h9 2, 859 177, 761 r4 , e13 l.l 
1967 41 ,302 h6,979 ( 5, 677) 178, 535 lh, 877 
196'3 44 , 271 hh,620 ( 3h8 ) 185, 216 15, 435 
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Rate of Return 

The rate of return on investment is one of the 
significant criteria used by financial institutions in 
evaluating the health and stability of any enterprise . 

Rock Island's declining revenues and net income 
have had an adverse effect on its rate of return on 
investment . To measure the degree to which these two 
factors have adversely affected its rate of return) 
calculations have been made showing the ratio of net 
railway operating income to investment in road and 
equipment ) less accrued depreciation and amortization 
plus cash and material and supplies . This method is 
generally employed by the Commission and the railroads 
to measure rate of return on transportation property in the 

industry . It is deemed most satisfactory because it 
reflects the adequacy of earnings as it relates to the 
transportation operation alone in determining the rate 
of return . 

Although Rock Island increased its investment in 
plant and equipment by more than $165 million over a 
period of 17 years ) its rate of return on investment 
has steadily declined from a high of 6 .64 percent in 
1953 to no return at all ) or ) as a matter of fact to 
deficit rates of return of 3 .36 and 1 . 60 percent in 
1967 and 1968) respectively . 

Table 16 shows that since 1957) Rock I sland ' s 
return on net investment in transportation property 
has been lower than that of the Western District as a 

group : 
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Table lt. 

R!CK ISLAND RATE 0? P.3~U2N ON NET IN'ESTI'-IE'T IN TJA ,o.!SPC'l~'::'JCN PDOPERTY 

Investment In Depreciation & Net 'let :ty . Op r . Percent Percent 

Year Property , Casn '~ M&S Amortization Investment Income Rock Island '\•!ester n Distr ict 

(000 ) (000 ) (000 ) (000 ) ---

1953 ~'561 , 2 79 :tl 35 ' 601 ,';L25 , L69 :; 28 , 259 6 . 64 L•. 25 

1954 566, 769 1L4, 216 422 , 553 17 , 742 b. 20 3-52 

1955 57R , 362 11.:9 , 146 429 , 21·6 20 , 9RO 4. P. 9 4 . 13 

1956 5e5, s5o 155 , 646 430 , 204 20 , 381 4 . 7Lr 3. 79 

1957 590, 645 1G2 , 990 427 , 655 14, 323 3.35 3 . Lt2 

1958 595 , 133 l GG , ?t-5 428 , 368 13' l ' 9 3. 08 3 . L7 

1959 L03 , 33) 172 ' 120 L31 , 215 ll , %4 2 . 75 3. 08 

1960 617 , 223 179 , lf,5 lY~ , C5P 13 , 3Ll 1. 90 2 . 59 

-.] 
l9Ll 620 , 916 1P6, 026 h31 ·' '190 10 , 191 2 . 3L 2 . 77 

!.0 l9C2 619, 17L 192 , 835 L26, 339 9, 911 2 . 32 3. 27 

1963 625 , 8fJ 197 , 1'9 42P , 69!• p , 6"J7 2 . 01 3.l0 

196L: 6L:2 , 967 202 , 199 Ho , 76R 7, 379 1. 0 J . LrJ 

1965 63l! , 59Lr 199 , ~99 431· ,C:.95 2 , L.7o . 57 J . 0).;:-

l9U {JJ , J.l5 199 , 332 lrJ3 , 7PJ 1 , 229 . 28 J . 93-::-

l?G7 (,21 , 511 203 , 215 LlP , 299 (11 · , J[r9) (3 . Jt) 2 . 73-* 

19CF {/)0 , 271 21)1 , 071 Lt07 , 200 ( 6, )1P. ) ( l. (O) NA 

-J<Transport Statistics i:l US- ICC . 

H/1 : Not available . 
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Long - Term Debt 

With the decline in net income Rock Island had 
less funds available for capital expenditures because 
retirement of its long - term debt absorbed an increasing 
proportion of its net income . As further reflected in 
Ta ble 10, for the years 1953-1958 funds generated by 
net income alone averaged $15 . 4 million annually . This 
amount was sufficient to apply towards the retirement 
of Rock I sland ' s long- term debt which averaged $7 .4 
million for the same period . However , for the years 
1959-1964 (1964 was the last year it had net income) 
Rock Island found that funds generated by net income 
alone averaged $6 million annually and was insufficient 
to retire long-term debt averaging $9 .2 million annually 
for that period of time . Therefore , in order to meet 
the long - term debt requirements , it was necessary to 
supplement its funds from net income with funds 
generated by charges to depreciation . Since operations 
in 1965-1968 have resulted in deficit operations, it 
appears that the only funds available for debt retire­
ment have been funds generated from depreciation charges . 
The record indicates that long - term obligations 
incurred in past years will continue to absorb a sub ­
stantial portion of whatever net income or net income 
plus depreciation funds , if any, Rock I sland is able to 
generate . Long - term debt maturities for each of the 
five years 1968-1972 range from $6, 877,000 in 1968 to 
$6, 106, 000 in 1972 . 

Fixed Charges & Contingent Interest 

As shown in Table 14, Rock I sland experienced no 
problem in meeting its fixed charges or contingent 
interest payments for a period of 12 years (1953 -1964). 
During such period its total fixed charges aggregated 
$74 .76 million, an average of $6 . 2 million annually , and 
income available for these charges amounted to $195 .865 
million, an annual average of $16 .3 million . The 
foregoing indicates that average annual income available 
for fixed charges was 2 . 6 times larger than total fixed 
charges . However , in 1965 and 1966, income available 
for fixed charges amounted to $5 . 2 million and $2 .6 
million and total fixed charges amounted to $6 . 6 million 
and $6 . 3 million, respectively . By 1967 and 1968, 
this inadequate coverage worsened and completely 
disappeared as the income available for fixed charges 
dropped to a negative $11 . 8 million and $3 . 6 million , 
respectively . 

Pursuant to votes of its Board of Directors and 
Executive Committee, Rock Island elected to exerc i se 
certain provisions which relieved it from the obligation 
to pay contingent interest of $2 , 265, 210 for 1967 and 
1968 payable in 1968 and 1969, on its Forty- rrear 4~ 
percent Income Debentures in the absence of 'available 
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net income," as defined in the instruments. Instead, 
contingent interest of $3,020,280 was accrued to 
December 3li 1968. Also, in the absence of "available 
net income, ' and pursuant to votes of the previously 
described officials, Rock Island was relieved from the 
terms of the First Mortgage and the Indenture underlying 
the making of sinking fund deposits totaling $5,012,000 
for 1968 and 1969. 

As discussed above Rock Island's inability to meet 
its fixed charges and the difficulty it has realized 
in retiring its long-term obligations has greatly 
contributed to its deteriorated financial condition. 
This unfavorable financial picture is further aggrevated 
by the fact that the rating of its outstanding securities 
have been downgraded by "Moody's Investment Rating." 
In 1965 its 2-7/8 percent and 5~ percent First Mort~age 
Bonds were downgraded from a rating of "Baa" to a Ba 11 

which represents bonds judged as having speculative 
elements. Also, in the same year, its 40-year 4i ~er­
cent Income Debentures were reclassified from a B' 
rating to a "Caa" rating which denotes that the securities 
are of poor standing. With such poor ratings, Rock 
Island's chances of making arrangements for new bond 
issues as a means of raising working capital would be 
very slim. 

Internal Revenue Service completed an examination 
of Rock Island's tax returns for all years through 
1958. Settlement for the period 1949 through 1955 
resulted in an additional payment by Rock Island of 
$12,389. For the years 1956 through 1958, Rock Island 
received a refund of $1,222,000, including interest, 
and of $173,113 for the year 1964. Internal Revenue 
Service i~ in the process of reviewing Rock Island's 
tax returns for the years 1959 and later. 

Rock Island had a tax loss carryforward of approxi­
mately $34,800,000 as of December 31, 1968, subject to 
the outcome of audits for the years subsequent to 1958. 
The tax loss carryforward will offset future income that 
would otherwise be taxable. It also has an accumulated 
unused investment tax credit of approximately $7,000,000. 

Equipment Rents 

During the year 1965 it was determined that 
acquisition of additional equipment through cash purchase 
or conventional financing (equipment trusts or 
conditional sale agreements) was not feasible. The 
Rock Island's current income tax status at that time did 
not permit it to take advantage of the seven percent 
investment tax credit on purchased equipment which, under 
normal circumstances, would be utilized to reduce Federal 
income tax liability. Furthermore, the Rock Island's cash 
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reserves were inadequate to purchase additional equip ­
ment through either conditional sale or equipment trust 
financing methods because of the provision in the 
Certificate of Incorporation requiring a 25 percent 
equity investment in all equipment purchases . I t was 
decided , therefore , to obtain additional equipment 
through investment credit leasing . 

Under investment credit leasing Rock I sland acquires 
equipment from an independent owner on a 15- year basis 
for a specified rental payable periodically throughout 
the term of the lease . The owner - lessor takes advantage 
of a quick write - off of his investment through deprecia ­
tion and also the seven percent investment tax credit , 
which is passed on to the lessee in the form of reduced 
rental . 

I n the last four years ( 1965- 1968 ), the Rock Island 
and one of its subsidiaries have entered into about 16 
lease agreements for the use of various types of equip ­
ment . Under the terms of the leases , which range from 
4 to 15 years in length, the Rock Island is required to 
maintain and pay property taxes on the equipment . Upon 
expiration of the leases , the equipment may be purchased 
at its then fair market value . Rental payments for 
equipment received through 1968 will be approximately 
$14 , 437 , 000 for 1969, with lesser amounts thereafter 
to 1983 . Charges to equi~ment rental in 1968 under 
three leases amounted to $14, 045 , 000 . 

Debt - Equity Ratio 

As one yardstick for finding that a carrier has a 
fairly sound credit position, the Commission has found 
acceptable a ratio of 70 percent total debt to 30 
percent equity . 

As of December 31 , 1968, the Rock I sland showed a 
ratio of total debt to combined total debt and 
stockholders ' equity of 40 percent . In computing the 
relationship of debt to equity based on a ratio of total 
long- term debt only to the combined total long- term 
debt and stockholders ' equity it reflects a favorable 
31 . 7 percent as of December 31 , 1968 . 

Rock I sland ' s debt structure has been low , almost 
entirely due to its acquiring additional equipment 
through the investment credit leasing plan . As previously 
made plain , under this plan Rock I sland may not record 
any liability on its books or records for any equipment 
so leased . Consequently for the past 4 years ( 1965 - 1968 ) 
Rock Island ' s debt - equity ratio has been in the low 30 
percent area . Agreed that a very favorable aspect of 
Rock Island ' s financial position is the lack of excessive 
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debt, such situation does not alter the fact that it is 

a deficit operating carrier unable to meet its fixed 

charges, contingent interest or sinking fund requirements . 

All circumstances considered, the f aVorable debt ­

equity ratio would be of little persuasion in any 

future borrowing from financial institutions . And it is 

highly likely that future borrowing would be difficult 

and costly . 

Motor Carrier Operations Financial Data 

As earlier noted , R. I . Transit is controlled by 

the Rock Island through stock ownership . The latter 

is authorized to operate as a motor common carrier in 

interstate or foreign commerce , pursuant to certificates 

issued in No . MC- 29130 and various subnumbers thereunder,2 2 

principally of general commodities over regular routes 

which generally parallel the lines of its parent rail 

carrier . Although R. I . Transit has extensive unrestricted 

motor carrier operations in the Midwest, particularly 

in Illinois , I owa and Kansas, much of its authority 

in. Oklahoma , Texas and Arkansas is restricted to the 

performance of service auxiliary to or supplemental of 

the rail service of the Rock Island . R. I . Transit also 

has i ntrastate authority in Oklahoma and Arkansas , which 

is restricted to service supplemental to the rail serv-

ice of the Rock I sland . I n 1967, R. I. Transit utilized 

about 700 employees . The company operates over 6,811 

route - miles in IO State& and at the c l ose of 1967, it 

owned 723 pieces of equipment consisting of 83 van 

trucks , 236 truck tractors , 273 van semitrailers, 128 

. refrigerator semitrailers and 3 ope n top semitrailers . 

I n intercity operations for 1967 all vehicles of 

R. I . Trans i t operated 6,608,086 miles in highway 

service and 1, 949, 454 miles in rail and water service . 

In such operations , it transported 325, 372 tons of 

general freight and realized reve nues of $8, 327, 780 . 

Its operating taxes and licenses for the year 1967 

aggregated $661, 189 of which more than orie - half of 

these taxes were paid to the Federal government for 

gaso l ine and other fuel , vehi cle licenses and registra ­

t i on fees a nd social securi ty. Of the 10 States in which 

it opera ted , the States of I owa and I llinois were the 

greatest r ecipients of the balance of the operating 

taxes and licenses paid . 

22 
No . MC- 29130 (Sub - Nos . 8, 33 , 34, 37, 40 , 44, 46, 48, 56, 

57, 61, 63 , 67 , 71 , 74{ 75 , 76 , 82 , 84, 86, 89, 90, 92, 

93 , 96, 98, 99 a nd 100 ). 
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R. I . Transit also conducted a passenger service 
between Owatonna and Rochester, Minn . , which was 
discontinued during the year 1967 . This operation 
had operating revenues of $7,093 , operating expenses of 
$12, 626, and net loss of $6, 115 . Additionally, Rock 
I sland Motor Transit controls through stock ownership 
t he R. I . Transit Company, Inc . , of I ndiana (presently 
inactive ) . 

The balance sheet of the R. I . Transit Company 
as of December 31 , 196~ shows total assets $4, 934, 419 
consisting of : Current assets $2,309, 444 ; carrier 
operating properties , less reserve for depreciation, 
$2, 397, 389; intangible property less reserve for 
amortization , $128, 813 ; investment securities and 
advances $10 , 624 ; and deferred debits $88,149 . Liabili ­
ties were : Current liabiliti es $1 , 489,767 ; long- term 
debt due within one year $442, 769; long- term debt due 
after one YF-ar $~ , 510 , 052 ; deferred credits $7,877; and 
other reserves $102 , 953 ; capital stock $100,000; and 
earned surplu s -~nappropriated $281,001 . 

The income statements of R . I . Transit for the 
years 1965, 1966 and 1967, show respectively, operating 
revenues of $10, 010, 976, $10, 357, 369 and $10, 800 , 823 ; 
operating expenses of $8, 719, 793 , $9,129,016 and 
$9, 320, 062, and, deficits of $135, 027 and $284, 317 for 
1965 and 1966, respectivel~ and net income after provi ­
s ion for income taxes of $258, 873 for 1967 . 

Rock I sland ' s Position 

The Rock I sland , through its Chairma n of the 
Board of Directors who also i s president , asserts that 
i ts future i s doubtful as an independent carrier . I t 
finds that there are compelling reasons for the Rock 
I sland to merge with a financially strong railroad 
and that as a midwestern railroad , Rock I sland should 
be integrated into , and become part of a transcontinenta l 
system . Rock I sland ' s support of the Union Pacific 
proposal is later more ful l y discussed . 

In an analysis of its problem, Rock I sland points 
out that , on the one hand, i t s operating expense level 
is too high and , on the othe r, its current revenues are 
gross l y inadequate for a system of its size . Wi th 
respect to the matter of operating expenses , management 
is engaged in putting into effect certain controls 
which will result in lower transportation and maintenance 
ratios in the operation of the rail plant as it is 
presently constituted . However, to the extent that the 
attainment of a lower expense level is depende nt upon 
capital improvements and modernization there is no 
assurance that Rock I sland as an independent carrier will 
be able financially to carry out the nece ssary programs . 

- 84 -



F. D. No . 22688 

The foregoing rests upon the matter of revenues and 
this, according to Rock Island, is where the carrier' s 
real weakness lay . Rock Island reviews its past his t ory 
of traffic and revenues, which matters have already 
been laid bare herein by the prior discussions and 
tables . Rock Island contends that, if for the future 
it is to be required to continue independent operations, 
it must at the very minimum increase and maintain 
revenues at the average level of the western lines . In 
Rock Island's judgment , its chances for such accomplish­
ment are poor. 

Rock I sland points to the excessive amount of track 
and facilities in its territory, which is an increasingly 
unfavorable factor when compared to the supporting 
economy. Of Rock Island's 7,793 miles of road in 1963, 
approximately 26 percent were in Iowa, 14 percent in 
Kansas , 13 percent in Oklahoma and 13 percent in Texas . 
The remaining 10 States each contained less than 8 per­
cent of Rock Island's total road mileage.23 These 14 
3tates in 1963 contained about 42 percent of the total 
United States rail mileage . Also tn 1963, while farm 
marketing cash receipts in the l4 ( States made up about 
46 percent of the national total, the same 14 States 
accounted for only about 22 to 28 percent of the national 
picture when comparing certain other economic indicators, 
specifically population, personal income, labor force, 
electric energy production, valuation of construction 
contracts, value added by manufacturing, sales value 
wholesale trade, and sales value retail trade, and this 
indicates an over supply of railroad route mileage in 
this territory . 

The t6tal rail mileage in Rock Island's four major 
:s'tates -- I owa, Kansas, Oklahoma and Texas -- is approxi ­
mately 17 percent of the national mileage. The four 
States produce 19 percent of the nation's farm marketing 
.cash receipts but only about 6 to 9 percent of the 
nation's total in the other ecoqomic indicators, based 
on 1963 data . Cash receipts from farm marketing is not 
enough to indicate strength. On the contrary, Rock 
Island feels that such dependence on agricultural prod­
ucts is evidence of weakness . One reason for this 
conclusion is that agricultural production is highly 
seasonal and subject to wide fluctuations between years 

C.3 
The mile ages referred to were those in existence as 

of December 31, 1963. Rock Island's Form A Annual Report 
for 1968 shows changes but they are not so substantial 
as to significantly alter the import and weight of the 
evidence presented . 
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because of weather and other uncontrollable influences . 
Equipment cannot be efficiently utilized on a year round 
basis since car supplies that are adequate during peak 
production would remain idle during much of the t me . 
Further , movements can seldom be balanced, loss and 
damage is high, and car loading is often light . 

The second reason given for the ill effects of 
Rock I sland ' s dependence upon agricultural products is 
the competition with exempt carriers such as trucks and 
barges . Because Rock I sland derives a larger portion 
of its revenues from agri cultural traffic than is 
general among railroads , even those in the West , the 
result is , for example , that Rock I sland's average 
revenue per ton - mile in 1964 was only 1. 201 cents as 
compared with the Western average of 1 . 263 cents . In 
this respect , if Rock I sland had done as well as the 
Western lines in 1964, it would have had $8 million more 
fre i ght revenues . 

Rock I sland is of the view that the States served 
by it are grossly over- supplied with railroad mileage . 
In most instances , Rock IsJand ' s relative revenue 
position in such Sta~es is at , or near , ~he bottom . 
The following table demonstrates the situati on served 
by Rock I sland . 

Table 17 

ROCK ISLAND FREIGHT REVENUE PER MILE OF ROAD BY STATE AND 
COMPARED TO ALL CLASS I RAILROADS IN STATES , YEAR 1964 

R . I. Average Revenue 
Revenue Per Mile of Road 

R . I. Per Mile for all Railroads 
States Mileag e of Road in State R . I. 

Iowa 2, 051 17, 483 21 , 355 6 out 
Kansas 1, 119 35, 421 26, 642 1 out 
Oklahoma 1, 048 18, 062 22, 536 5 out 
Texas 974 14, 053 26, 957 13 out 
Arkansas 598 17, 466 40, 495 4 out 
Mi ssouri 509 23 , 944 32, 756 8 out 
Illinois 294 78, 185 47 , 308 3 out 
Minnesota 287 14, 386 24, 543 7 out 
Colorado 258 20 , 862 23 , 662 5 out 
Nebraska 238 13 , 305 32 , 220 3 out 
Louisiana 187 7, 858 29, 585 8 out 
New Mexi co 153 23 , 181 60, 996 3 out 
Sou th Dakota 59 548 6, 371 5 out 
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Rock Island's freight revenues per mile i n 1964 
and 1965 were around $23 , 000, and the carrier feels that, 
if this would be increased by $5, 000 to $6, 000, its 
entire complexion would have been changed . The abandon­
ment of 2,000 to 3,000 mi les of track would accomplish 
the additional revenue per mile , if freight revenues 
remained the same . However, without the abandoned 
track, the present revenues could not be maintained. A 
previous plan to abandon 1, 651 miles of track was found 
to be impractical, and now abandonments are proceeding 
slowly and only on lines where the deficit is established. 

One of the reasons for the lower traffic density 
is the absence of important local traffic at Rock Island 
stations . Rock Island has 946 stations on its line, 
including smaller stations within larger terminals . 
Fifty- nine of these, each of which generates over 
$500, 000 in ~nnual revenue, produce over 77 percent of 
Rock is land, , ·s originated and/or . terminated revenues, 
and, y~t , . other railroads serve 46 of these 59 stations 
and joint or reciprocal switching applies at 44 of these 
stations . At the 37 largest points served by Rock 
Island, there are an average of 5 .4 other railroads 
serving the station . 

Rock I sland points out that 339 of Rock I sland ' s 
stations, which each generates annual revenues of $10,000 
or less , produce only one - half of one percent of station 
revenues . There are 655 stations, each of which generates 
annual revenues of $50,000 or l ess , but only produce 5 
percent of Rock Island ' s station earnings . Further, 
there are 769 sta tions , each of which generates annual 
revenues of $100,000 or less, yet produce only about 9 
percent of Rock Island ' s station earnings . The net 
result of this situation is that at the stations 
generating large volume of revenues , Rock Island is 
only one of many railroads and its ~hare is not very 
large; while, on the other hand , Rock Island may be 
the only railroad (although not a l ways) at stations 
which do not generate much business, sometim~s not even 
enough to justify an agericy . Rock Island concedes that 
this situation may well continue under a merger with 
Union Pacifi~, but points out that the unified railroad 
serving these stat i ons will be stronger and more capable 
of coping with the problem . · 

One reaso n for Rock Is l and ' s small share of revenues 
generated by the l arger stations is that i ts routes 
between st~tions generally are longer than its rai l 
competition . I n the days of high- speed scheduled 
freight service and shorter routes available to competing 
truck lines over new interstate highways, this is a 

· damaging problem . This problem also applies to Rock 
I s l and ' s participation with other western railroads in 
through routes for transcontinental traffic. 
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A seco nd reason for Rock I sland 's low traffic 
de nsi ty is the vulnerability of its interline business , 
which primarily centers around its western termini at 
Tucumcari , Denve r , and Minneapolis . At Santa Rosa 
(Tucumcari ), Rock I sland ' s only connection on trans ­
continental or othe r business is with Southern Pacific . 
It must work preferenti ally with Southern Pacific but 
there is no reciprocal obligation on the part of 
Southern Pa cifi c , with the excepti on of certain defined 
terri tories . A large volume of Southern Pacific ' s 
transcontinental bus iness is to and from eastern and 
southeastern points a nd moves over its affiliated 
railroad , the Cotton Belt , through the St . Louis and 
Memphis gateways . At Denver, Rock I sland must work 
wi th the Denver & Rio Grande or the Union Pacifi c . 
However, s ince the Denver gateway short- hauls Union 
Pacific , i t i s not interested in developi ng the route . 
In fact , Rock I sland has very few rates through Denver 
with Uni on Pacific going to the Pac i fic Northwest . 
Accordingly , Rock I s land must necessarily work 
preferentially with Denver & Rio Grande , but the latter 
has other railroads wi th which i t interlines and is 
under no compulsion to deal preferentially with Rock 
I sland . At Minneapolis , on traffic to and from the 
Pacific Northwest , two of the principal connections of 
Rock I sland are the Great Northern and Northern Pacific . 
However, those two carriers j o i ntly own the Burlington, 
which offers more direct service than Rock I sland to 
Chi cago and St . Louis and is , thus , favored . Inter­
change with Rock I sland at Minneapolis with the 
Milwaukee i s apt to short - hau l the latter and such 
business is not encouraged by Milwaukee . I n summary, 
the net result of the above - described interchange 
problems is that on important i nterline business , 
including overhead moving between its principal termini , 
Rock Island ordinarily has to work alone , since its 
most important conne cting lines usually select other 
available preferred routes , whereas Rock I sland has no 
such choice . 

I n the face of a ll the matters above discussed , 
Rock I sland finds that it is not realistic within the 
foreseeable future , to expect to build its revenues up 
to the average level in the Western District , and , of 
course , not to the l evel of the stronger railroads in 
that district . Even with consistently good and reliable 
service , supported by an adequate car supply, the 
resulting improvement will be limited . Rock I sland ' s 
relatively lower revenue l eve l makes i t almost wholly 
dependent upon an uninterr upted growth in the nat i onal 
economy . At the same time , even the maintenance of its 
relative position in that growing economy requires the 
sharpest possible management in the providing of good 
service at the lowest cost , and , a great many more "good 
breaks " than "bad breaks ." I f any of such conditions 
are not fu l fi lled , even for a relatively short period , 
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Island may not be able to serve its territory 
quat ely, because it has no real r eserves or outside 
ources to fall back on . 

In pressing for its merger into Union Pacific , 
Roc k I sland sets forth three basic reasons . First , 
~able Rock I sland operation in future years depends 

the expenditure of a great dea l of money for capital 
~vements , including almost $157 million for equip-

a nd $87 million for road improvements . (As previous ly 
cus sed in detail , the later and revised figures were 
2:592, 000 for equipment and $119 , 811 , 000 for 
te nanc e and i mprovement of fixed facilities . ) A 
er with a financially sound railroad , with practically 

~mited resources , will assure the prompt consummation 
hi s capital i mprovement program; whereas , standing 
e, Ro ck I s land , with marginal operati on and no real 
rves , may be compelled to sub ject its program to 
romises and slowdowns . Although Rock I sland has 

some headway in the program, particularly with the 
_pment, i t needs the backing of the vast resources of 

Union Pacific to complete it . 

Secondly, assuming that Rock I sland were to be 
essful in carrying out necessary capital programs , 
~Y modernize and increase the efficiency of its daily 
ations , and is permi tted to reduce it s intercity 
enger service to a level that can be supported , 
Island would still be a marginal carrier . 

The third point is the necessity for Rock I sland 
ecome a part of a transcontinental railroad system . 
ently, Rock Island goes only part way and Union 

~fie the rest . Merger of the two would result in 
s ingle - line transcontinental carrier . This , of 
se , would allow the two to keep stride with the 
ra l merger movement in the west . In a further comment 

.g this line Rock Island's chief executive voiced the 
ion that each midwestern line ought to try to 
me part of a transcontinental system, as this seems 
e the trend in the West . He cites as examples the 
c 's attempt to control Santa Fe , Great Northern and 
he r n Paci fic attempting to include Burlington as a 
scontinental system, Southern Pacific' s access to 
Louis through the Cotton Belt , and Santa Fe ' s already 
hing Chicago . 

Rock I sland acknowledges that a merger between 
Island and Union Pacific would put other midwestern 

ro ads , such as North Western and Great Western in a 
ing position . On the other hand , Rock I sland 
ends that North Western is better able to protect 

elf because of its merger plans with Great Western 
lch has since been consummated ) and Milwauke ~ J2~ t 

a resourceful management group ; and it is part of 
ighly diversified system of companies . J ust as 
th Western is trying to i mpr ove i ts position, Rock 
and desires to do so also . 

point, with respect to North Western's proposed unification 
the Milwaukee, is now moot, as earlier detailed. 
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Preliminary Findings and Conclusions , Economic and 

Financial 

The preliminary conclusions which follow are 

exclusively with regard to the Rock I sland as it 

stands today j it being stressed that such conclusions 

have been reached without regard to the merit of any 

of the transactions proposed in these proceedings . 

Ro k I sland has a substantial amount of main line 

mileage located in Illinois, Iowa, Missouri , Kansas and 

Minnesota , with branch mileage concentrated n Iowa 

but extending far beyond the confines of those States 

are other important segments of routes . The latter 

routes comprise portions of one or more alternative 

rail routes through each of the three east - west corridors 

stretching from the Pacific Coast eastward to the 

Mississippi River . Accordingly, Rock Island partici ­

pates in traffic moving transcontinentally through each 

of these corridors . As is the case generally with 

bridge carriers , the Rock I sland for its share of 

traffic is dependent in large measure not on shippers 

and receivers but rather upon its west end rail connec ­

tions in the corridors and on its rail connections 

east of the Mississippi River . This problem is further 

aggravated for Rock Island, as well as for other bridge 

carriers similarly situated , when the overriding public 

interests speak for unifications which have the result 

of piercing ancient regional barriers of carrier 

operations . Such is the case with the Norfolk and 

Western which broke out of the Eastern District and 

extended its line through the Mississippi and Missouri 

River gateways , to Kansas City and Omaha at which points 

there are connections with the Union Pacific and the 

San ta Fe (Kansas City only ) . See : Norfolk & W. Ry . Co . 

and New York , C. & St . L , R. Co . Merger , 324 I . C . C . l , 

supplemental report 330 I . C . C . 780 , and report on 

reconsideration 331 I . C. C. 22 . 

Only on i ts north- south routes from Chicago and 

the Twin Ci ties to the Gulf of Mexico does the Rock 

I sland have the opportunity to provide a long haul 

freight service wholly under its own control . But the 

result of such operation s are insufficient to support 

Rock I s land ' s systemwide services . 

Returning to Rock I sland ' s dependence upon inter ­

change traffic , s ince at least 1960, more than two ­

thirds of Rock I s land ' s traffic has been interlined . 

At the De nver gateway Ro ck I sland must work primarily 

with the Ri o Grande and at the Tucumcari gateway the 

Rock I sland must work exclusively with the Southern Pacific . 
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At the Twin Cities gateways the Rock Island must work with the 
former NP, the former GN, the Soo, and the Milwaukee Road for 
traffic moving between the Pacific Coast and the area east of the 
Mississippi. The Rock Island must rely on its own abilities to 
generate traffic through the Twin Cities gateways because it is 
in direct competition with the former NP and GN subsidiary 
Burlington, and the Milwaukee's own line through the Twin Cities 
to Chicago. For transcontinental traffic moving through the 
Omaha-Council Bluffs gateways yia the Union Pacific, Rock Island, 
in order to artici ate in this traffic must in effect short-haul 

the Missouri River o orado gateways. 

At the eastern end of the system, Rock Island must rely on 
the systems now formed or forming in the Northeast and the 
Southeast, for traffic moving transcontinentally. At various 
points in the area bounded by Chicago, Kansas City and St. Louis, 
the Rock Island now maintains direct connections with Penn Central, 
Grand Trunk Western, Norfolk & Western and its subsidiary, Erie­
Lackawanna, and the Chesapeake & Ohio-Baltimore & Ohio system. If 
merger of the latter two systems is approved and consummated (see 
the .proceeding referred to in footnote 20), Rock Island obviously 
will have fewer individual connections on which to rely for trans­
continental traffic moving to and from points in the Northeast. 
At present, Rock Island interchanges substantial amounts of traffic 
with Norfolk & Western at ·Kansas City, thereby negating interchange 
of a possibly large portion of this traffic at either Chicago or 
St. Louis. It is at least likely that a shift of more Norfolk & 
Western traffic to the Kansas City gateway would occur with merger 
of that road with the Chesapeake & Ohio system, thereby increasing 
the. amount of traffic on which Rock Island would be short-hauled. 

In summary, while Rock Island may participate in transcon­
tinental traffic moving through all of the east-west corridors in 
the Western District, it is always subject at the eastern and 
western gateways of its system to the influence of larger railroads 
which, as will be discussed later, have vastly superior resources 
compared to the Rock Island. 

As a "granger" road, Rock Island is highly dependent on 
agricultural traffic for its revenues. As noted previously, 
this reliance on agricultural traffic makes Rock Island's 
revenues highly susceptible to wide year-to-year fluctuations 
in agricultural production, seasonal demand for equipment, 
competition with exempt carriers, and relatively low average 
revenue per ton-mile. The competition from other modes of trans­
portation with respect to agricultural traffic and other commodities 
will be discussed in greater detail later. 
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Related both to its reliance on connect ions and 
its reliance on agricultural traffic is the Rock 
Island ' s problem of not be ing able to originate 
significant amounts of traffic at the majority of its 
stations . Particularly in the northern half of the 
Rock Island system, its lines serve an area which 
historically has been over- supplied with rail facilities . 
With nearly one-third of its road mileage consisting 
of low - density branch lines and much of its major 
routes suffering from a paucity of heavy density traffic, 
the Rock I s land must maintain a far - flung network at 
marginal profit levels as compared to other railroads 
in the Western District , also later detailed . 

The Rock I sland ' s basic problem has b~en its 
inability to generate sufficient revenues to cope wi th 
the rapidly escalating costs . I t has resulted in 
diminishing ne t income up to 1964, and in 1965, Rock 
Island suffered a net loss from operations which was 
enormously increased in 1967 . Mounting losses, a 
deficit working capital position and the carrier 's 
inability to meet fixed charges or service its long­
term debt are significant measures of Rock I sland's 
deteriorated financial position . 

Expenditures for ma intenanc e and capital i mprove ­
ments are the most essential expenditures required to 
be made in a cost reduction program . Because of Rock 
I sland ' s diminishing profit tre nd its financial resources 
have not been sufficient to meet these dema nds . 
Assuming that this financial deterioration can be solved 
by obtaining the necessary financial assistance, the 
fact remains that i t still has to contend with an 
unfavorable competitive situation . The latter situation 
was not at all improved by increased freight revenues of 
12 percent durin~ 1968 (operating expenses increased 
only 3 . 3 percent ), when Rock I sland continued to show a 
deficit of 4 .8 percent for the ye ar ' s operations . 

Considering all of the foregoing conclusions and 
in view of the fact that Rock I sland is faced with ever 
increasing expenses and widely fluctuating revenues, the 
carrier appears to be caught in a vicious circle . Any 
serious downtrend in the nation's economy could result 
in bankruptcy . On the othe r hand , there is the mo re 
desirable and logical alternat ive of · unification with 
another carrier or carriers in such a way as to make 
the Rock I sland an integral part of a rail system well 
able to eliminate the myriad of Rock Island ' s problems 
and burdens and at the same time provide essential rail 
services responsive to the total public interest . 
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UNION PACIFIC SYSTEM 

Corporate Hi story, Affiliations, and Stock Ownership 

The Union Pac ific and its several predecessor 
companies ·have been engaged in rail transportation 
continuously since 1869 . The prese nt Union Pacific, a 
Ut ah corporation was organized on J uly 1, 1897, and 
succeeded to the assets . of its immediate predecessor, 
the Union Pacific Rai l way Company . The original Union 
Pacific Railroad Company was organized as a Federal 
corporatio n under the first of the Pacific Ra i lroad Acts 
of July 1:, 1862 for the purpose of providing a link in 
the first Atlantic Coast to Pacific Coast, transcon ­
t inental rail route . The origina l company starting from 
the east end at Omaha, Nebr ., joined at Promontory, 
Utah , on May 10, 1869, with the builder from the west 
end at San Francisco, the Central Pacific Railroad 
(now the Southern Pacific Company ). 

· Early in the 'hi ~tory of tt}e
5 

Union 'Pacific it acquired 
control of five rail carriers,c through ownership of 
the ir capital stock . On January 1, 1936 and continuously 
thereafter , pursua nt to authority granted by the 
Commiss i on, the properties of such carriers were 
unified with, and operated as a part of the Union Pacific 
system . See: Union Pacific R. Co. Unification, 189 
I.C . C. 357 , supplemental report, 207 I.C.C. 543, and 
Des Chutes R. Co . Abandonment, 212 I.C.C. 297 . The 
miles of railroad of each such lessor company, which 
total approximately 56 percent of the mileage of road 
operated by Union Pacific , and their capita l stock owned 
by the Union Pac i fic are as follows : 

Lessor Company 

0. S. L. 
Des Chutes 
0-W. R. & N 
L. A. & S . L. 
St. J. & G. I. 

Percent of Stock 
Owned by Union Pac ifi c 

100 
100* 
100* 
100** 

99 . 6 

* Owned by 0. S . L. 

Miles of Road 
Operated Under Lease 

2, 261 
24 

1,768 
1,023 

245 

**Owned 50 percent each by 0. S . L. and Uni on Pacific . 

Oregon Short Line Railroad ( 0. S . L.), Oregon­
Washington Railroad & Navi gation Company (0.-W. R. & N.) , 
Los Ange l es & Salt Lake Railroad (L . A. & S . L.), St. 
Joseph & Grand I sland Railway Company (St. J. & G. I.) , 
and Des Chutes Railroad Company (Des Chutes) . 
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The 0 . - W. R . & N. and the Northern Pacific each own 
50 percent of the outstanding common capital stock of 
the Camas Prairie Railroad Company . The latter, 
incorporated in Oregon on November 4 , 1909, was organized 
for the purpose of conducting certain operations on 
behalf of its owner railroads . However, since J anuary 1 , 
1936 all such operations (258 miles of road between 
Raparia , Wash . , and Sites , Headquarters , and Grangeville, 
I daho ) have been conducted by the Union Pacific as 
l essee and operator of 0 . - W. R . & N ' s properties . 
Uni on Pacific also owns 99 . 9 percent of the capital 
stock of Spokane International Railroad Company, 50 per­
cent of the Portland Traction Com~anv (the other 50 
percent owned by Southern Pacific J , 26 and 50 percent of 
Pacific Fruit Express ( PFE) the other 50 percent owned 
by Southern Pacific . PFE was created for the purpose 
of providing refrigerator cars and protective services 
for the large volume of perishable traffic moving over 
the parent companies ' lines . 

Other Union Pacific investments in carrier and non ­
carrier companies f ollow : 

Carrier Companies 

Name of Company 

Denver Union Terminal 
Kansas Ci ty Terminal Ry . Co . 
Leavenworth Depot & R . R . Co . 
Portland Terminal R . R . Co . 
Ogden Union Ry . & Depot Co . 
The Pullman Co . 
Railway Express Agen cy, Inc . 
St . J oseph Terminal R . R . Co . 
Trailer Tra in Co . 
Yak i ma Valley Trans . Co . 
Mount Hood Rai lway Company 

26 

Percentage of Stock 
Owned by Union Pacific 

16 . 67 
8 . 33 

33 . 33 
40 . 00 
50 . 00 

6 . 00 
2 . 60 

50 . 00 
2 . 44 

100 . 00 
100 . 00 

The rail carrier operat i ons of Spokane Internat i onal 
over some 150 miles of r oad in Wa shington and I daho are 
described in Spokane International R . Co . Cont rol, 295 
I . C . C . 425 , a nd Po r tland Traction operates 36 miles of 
track located in Oregon as more fully described in the 
application in F . D. No . 21 564 , Southern Pacific Comp any , 
et al . Control . 
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Of the above - named companies, The Pullma n Co. pro ­
vides sleeping car services, Railway Express Agency, Inc., 
operates railway equipment and terminal services and 
Trailer Train rai1way equipment . Yakima Va lley and Mount 
Hood a r e short line railroads; the former operating 26 
miles of road in the vicinity of Yakima , Wash., and the 

· latter in the Hood River, Oreg., area . All of the remain­
ing companies are engaged in the performance of either 
terminal or switching services . 

Noncarrier Companies 

Name of Company 

Kansas City I ndustrial Land Co . 
· Las Vegas Land and Water Co . 

Overland Termi nal Warehouse Co . 
Stauffer Chemi cal Co , of 

Wyoming 
Union Land Co . 
Utah Parks Co . 
Uinta Development Co . 
Upland Industries Corp . 
Union Pacific Resources 

Corporation 
Union Pacifi9 Petroleum Corp. 

( a ) Champlin Petroleum Corp . 
( b ) Pont i ac Refining Corp . 

Union Pacific Resources Limited 
(Canadian Corp . ) 

Percentage of Stock 
Owned by Union Pacific 

100 . 00 
100 . 00 
100 . 00 

49 . 00 
100 . 00 
100 . 00 

52 . 15 
100 . 00 

100 . 00 
100.00 
100 . 00 
100 . 00 

100 . 00 

In further connection with its carrier and noncarrier 
activities , Union Pacific within its own organization 
has a Transpo r tation Division, a Natural Resources 
Division, and a Land Division . The Natural Resources 
Division ma nages and operates Union Pacific ' s interests 
in oil , gas , and other mineral properties , and supervises 
the operations of Calnev Pipe Line Company . The latter, 
a 97 percent owned subsidiary of Union Pacific, engages 
in the transportation of petroleum products . The Land 
Division is chiefly concerned with attracting new 
industries to locations on Union Pacific lines. Also, 
Spokane International owned 600, 750 shares of Rio Grande 
stock and 199, 500 shares of Western Pacific stock, or 
9.49 percent and 9.95 percent, respectively, of the 
total number outstanding as of December 31, 1968 . Union 
Pacific owned 1 , 432,880 shares ( 22 . 7 percent as of 
December 31 , 1968 ) of Illinois Central Industries, I nc . 
(IC I ndustries ) , common stock . I n turn and as of the 
foregoing date , I C Industries owned 2,989,166 shares 
(93 percent) of the stock of the I llinois Central Rail ­
road (ICRR ) . As will be later more fully discussed , 
Union Pacific has trusteed its IC I ndustries stock . UPC 
·advises that it, itself , has no plans of acquiring any 
interest in IC I ndustries. I n the area of Commission 
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regulated motor carrier operations , the Union Pacific 
owns all of the stock of both the Union Pacific Motor 
Freight Company (UP Motor ) and of Union Pacific Stage 
Company (UP Stage ) . 

As of December 31 , 1968, Union Pacific was 
authorized to issue 29, 617 , 870 shares of $10 par value 
~er share common capital stock and 20 , 000 , 000 shares of 
$ 10 par value per share preferred stock . Of the fore ­
going and on the same date , of the common stock;22, 429 , 235 
shares were issued a nd outstanding , and of the preferred 
stock 9 , 954 , 310 shares were issued of which 2 , 454, 310 
shares were held in the Union Pacific treasury and 7 , 500 , 000 
shares were actua lly outstanding . Ea ch share of the 
common and preferred is entitled to one vote . 

UPC, not a carrier, was organized in Utah on 
February 3 , 1969, for the purpose of acquiring control 
of Uni on Pacific a nd to engage in diversified acquisitions , 
as later more fully discussed . UPC is authorized to 
issue $75 , 000 , 000 aggregate principal amount of convertible 
debentures ; 30, 000 , 000 shares of common stock, par value 
$10 per share ; and 10, 000 , 000 shares of preferred stock, 
without e i ther par value or stated value, and 11with 
such designations , preferences, and rights as t he Board 
Of Di rectors may d ete rmine . 11 As of the time of further 
hearing on Novembe r 19, 1969 and as a result of exchange 
of s ecuritie s with Union Pac i fic , UPC had outstanding 
21 ,113 ,413 shares of common stock (representing a per 
share exchange of common for common under which UPC 
acquired 94 . 13 percent of Union Pacific commo n) and 
$68 ,159,730 in principal amount of convertible debentures 
( representing an exchange of UPC convertible debentures 
for 90 . 75 percent of Union Pacific preferred ). 

The only other d irectly held subsidiary of UPC is 
R~ky Mou ntain Ene r gy Company , incorpora ted during 
December , 1969, and wholly owne d by UPC . As of the time 
of heari ng , o n April 16, 1970, the e x tent of act ivity of 
Rocky Mountain Energy was limi ted to the f iling ( and 
pendency ) of a fe w Fede ral mining leases or pe r mits in 
Wyoming . In all other respects, it was not actively 
engaged in business and not produci ng any revenues . 

The discussion which fo l lows relate s to Union 
Pacific's capital stock accoun t as of December 31 , 1967; 
the facts in existence at the time of hearing . On such 
date, it had outst andin g 22,429 , 235 shares of commo n 
and 7 , 500, 000 shares of preferred , owned by a total of 
102, 952 shareholders . Of the 30 larges t stockholders 
shown on the Unio n Pacific records , two were fami ly 
related individual s and the remainder various types of 
organizations such as banks , trust compani es , brokerage 
houses, insu rance companies, and one a St~ te s choo l fund; 
all domestic domiciled concerns but one .2 The data showed 

.27 
Maatsc happi j Bros . & Go s man, Ams terdam, Hol land , which 

held 146 , 440 shares (.0046 percent) of the total voting 
stock outstanding . 
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that among the largest holders were various "street 
names" holding the stock, in many instances, for undis ­
closed beneficial owners . A special session of the 
hearing, following the issuance of subpoenas, was devoted 
to the disclosure of the beneficial owners . The issue 
for development being whether any individual or group 
of affiliated individuals owned sufficient stock in 
Union Pacifici and other carrier parties, 28 to warrant 
a finding of 'control" within the meaning of the 
principle .enunciated in Refiners Transport & Term . 
Corp.- - Purchase --Marshall, 39 M. C. C. 271, affirmed in 
United States v. Marshall Transport Co., 322 U. S. 31, 
the Refiners case . 

. Representatives of A ~l the concerns subpoenaed 
appeared at the hearing .2 All cooperated fully in 
presenting data requested by the examiner and several, 
pursuant to the examiner ' s request, furnished for the 
record additional information after the close of this 
phase of the hearing . On the evidence developed, members 
of the families of E. Roland Harriman and W. Averell 
Harriman, brothers, and the corporations in which the 
Harrimans held a substantial interest, were the only 
individuals or group of affiliated individuals who held 
a significant block of Union Pacific stock .10 The total 
number of shares held by members of the Harriman fami l y, 
as of J une 1, 1968, was 474,065 shares (1 . 6 percent ) of 
the total Union Pacific voting shares outstanding . All 
facts considered, no finding of control is warranted 
within the meaning of the Refiners case. 

UPC's petition which contains the basic information 
required by the application form under section 5, as 
supplemented and clarified by the further limited hearing, 
discloses that as a result of its formation the top 
management team (directors and officers) of Union Pa cific 
has been carried over substantiall y unchanged to UPC . 

.. 28 
The remaining applicant carriers and also the Rio 

Grande . 
29 

Brown Brothers, Harriman and Company, Sigler and 
Company which is nominee of Manufactures Hanover Trust 
Company, Merrill Lynch . Pierce, Fenne r & Smith, Cudd a nd 
Company which is nominee for the Chase Manhattan Bank, 
and Hold & Company which is nominee for the Riggs Nat i onal 
Bank . 
:Jb 
1 

For the purpose of the issue here involved, the term 
'family 11 embraces persons related by blood or marriage 

and "substantial 11 Harriman interests in a corporation 
was arbitrarily set at a family stock ownership of 40 
percent or more . 
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I n ge neral , the stock of UPC is widely distributed among 
a large number of stockholders . However, it is noted 
that Brown Brothers Harriman and Company was the sixth 
l a r gest stockholder in Union Pacific and is now the 
second largest in UPC . In such respect , the increased 
stock ownership , from 1 . 6 percent in Union Pacific to 
2 .6 percent in UPC ( or s l ightly more than 3 percent in 
UPC if Brow n Brothers Harriman and Company and members 
of the Harri man family and re l ated companies' stock 
ow nership is to be treated as an '' affiliated 11 group and 
o n such basis the largest single stockholder ) when 
coup l ed wi th a l l other facts of record are still 
insufficient to warran t a find i ng of control in the 
context of the discuss i on above . 

In reaching the foregoing conclusion on the issue 
of "cont ro l , 11 i t s h ould be pointed out that at the time 
of the presentation of the Union Pacific affirmative 
case in chief no indepth development was made by the 
participating parties on the issue as it relates to 
control through management by an individual or group of 
affiliated individuals . Of course , contro l by the real 
or ultima te parties in interest is alwars an issue in 
unif i cat i o n proposals under section 5(2) . But there was 
no appa rent reason for the hearing examiners to take 
the initiative in further exploring the issue beyond the 
record deve l oped by the part i es . Later , when the 
application of UPC was filed certain interveners raised 
the control i ssue . However , the Commission by i ts order 
herein da ted February 17, 1970, among other things J set 
the proceedings for further limited hearing and which 
limited hearing specifically excluded development of the 
issue of con trol as it related to the Harriman family and 
Brown Brothers Harriman & Co . Instead the issue was 
inco rporated in the proceeding in Finance Docket No . 
25426 , Missouri Pac i fic Railroad Company v . Unio n Pacific 
Railroad Company , Et Al . The examiner emphasi ze s that 
o n this record , no f inding of control may properly be 
found to repo s e in a ny individual or group of affiliated . 
individuals . 
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Scope of Operations 

As seen, Union Pacific's lines constitute one of 
the major rail routes through the central corridor. 
Principal routes extend westward from Omaha to Ogden, 
Utah, through Fremont, Grand I sland, Gibbon and North 
Platte, Nebr ., Julesburg, Colo., Cheyenne, Green River 
and Granger, Wyo.; from Kansas City to Denver through 
Topeka and Salina, Kans., and Limon, Colo.; and 
connecting with the Omaha-Ogden line two lines , one 
from Menoken, Kans. (west of Topeka), northwest through 
Marysvi lle, Kans., and the other north from Marysville 
through Lincoln, Nebr . Also, going north from Denver 
is a line to Cheyenne through LaSalle, Colo., and 
another from LaSa lle eastward to Julesburg . 

Piercing the northern corridor from Granger, are 
lines northwest to Seattle through Pocatel lo and 
Nampa , I daho , Pendleton, Hinkle and Portland, Oreg ., 
and Tacoma, Wash.; and northeast from Hinkle, to 
Spokane, Wash ., and there connecting with lines of its 
subsidiary Spokane International , with the latter lines 
continuing to Eas tport , Idaho, on the Canadian border. 
Union Pacific operates over other segments running from 

. Pocatello, north to Butte, Mont . , from Ogden, north 
to McCammon, I daho, on the Granger-Portland line , and, 
as lessee of Camas Prairie, from Raparia, Wash., to 
Grangeville, Stites, . and Headquarters , Idaho . Mount 
Hood operates about 22 miles of road from Hood River 
to Parkdale, Oreg ., and Portland Traction primarily 
between East Portland and Oregon City , Oreg . 

Extending into the southern corridor, the Union 
Pacific line runs south from Ogden to Los Angeles , 
Calif . , through Salt Lake City and Provo, Utah (also 
through Warner, Utah ), Lynndyl , Utah, and Las Vegas, 
Nev . 

By reason of its above - described penetration into 
the northern and southern corridors, the Union Pacifi c 
is also a competitive factor therein on certain traffic 
movi ng between the areas west of the Rocky Mountains, 
on the one hand, and, on the other, east of the 
Mississ ippi River. 

For reasons later detailed, the examiner concludes 
that the Illinois Central Railroad is affiliated with 
the Union . Pacific within the meaning of section 5(5) 
of the Act. The lines of the IC run eastward to 

· Chicago from Sioux Falls, S, Dak., Sioux City, I owa, 
Albert Lea , Minn ., and Omaha . · Other major routes run 
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from Chicago south to New Orleans, La . , through Gilman, 
Mattoon , Effingham, Centralia, DuQuoin, and Cairo , 
Ill., Fulton, Ky ., Memphis, and Jackson, Miss . ; and 
from Gilman to St . Louis through Clinton . A line from 
Madison, Wi s ., runs south through Clinton to Centralia . 
Other r oute segments connect the following points and 
each also joins with the Chicago - New Orleans route 
( 1 ) between Peoria, Mattoon and Evansville, Ind . , and 
Princeton and Hopkinsville , Ky ., (2) between 
Ind i anapol i s , Ind ., and Effingham (3) between St . Louis 
and DuQuoin ( 4 ) between Louisville, Princeton and 
Fulton , Ky . ( 5 ) between Fulton and Birmingham, Ala . 
( 6 ) between Shreveport{ La . , Vicksburg, Jackson and 
Meridian, Miss . and (7; between Memphis, Vicksburg, 
Baton Rouge , La ., and New Orleans . 

Plant a nd Equipment 

The Union Pacific operated 9 , 483 miles of road as 
of December 31 , 1968, of which about 48 percent it 
classified as branch line, and 683 miles were operated 
under trackage rights . Road mileages in the 13 States 
served were : I owa - 2; Nebraska - 1,323; Wyoming- 787; 
I daho - 1,983 ; Oregon - 1 , 060 ; Washington- 1,016; 
Missouri- 2 ; Kansas - 1 , 033; Colorado - 607; Montana - 143; 
Utah- 808; Nevada - 367 ; and California - 351 . Actual track 
mileage operated by Union Pacific at the close of 1968 
totaled 15,962 miles . 

As of the same date , Spokane International o~erated 
150 mi l es of road ( one mile under trackage rights) and 
a total track mileage of 187 . Of the 150 miles of road, 
131 are in I daho and 17 are in Washington . Camas 
Prairie operated 258 miles of road, 71 in Washington 
and 187 in I daho . Track mileage totaled 315 miles . Of 
the 258 miles of road operated , 71 are owned by Oregon­
Washington Railroad & Navigation Company , the remainder 
by Northern Pacific . Earlier described were the 
operations of Mount Hood, Portland Traction , and Yakima 
Valley . 

Il linois Central Railroad Company as of De cember 31 , 
1968, operated 6 , 786 miles of road of which 304 were 
operated under trackage rights . Actual track mileage 
totaled 11, 212 miles . Road mileages by States in which 
IC operates are as follows : Il linois - 2,042 ; Indiana - 179; 
Wisconsin- 45; Missouri - 2 ; I owa - 685; Minnesota - 37 ; 
South Dakota - 15; Nebraska - 10; Kentucky - 657 ; Tennessee-
412; Mississippi-1, 979 ; Louisiana-600; and Al abama - 121 . 
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Table 18J which followsJ shows the Union Pacific 
~reight car fleet as of December 31 for each of the 
years 1963 through 1968 . It is noted that with the 
exception of refrigerator) stock and tank cars J each 
t ype of car shows a net increase in 1968 over 1963 . 
?urtherJ although total number of cars declined from 
1963 through 1965J increases occurred in each subsequent 
ear and in terms of aggregate capacity increases are 

shown for all years . Union Pacific 1 s passenger car 
leet will be discussed later in the section dealing 
·ith the carrier 1 s passenger service . 
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Table 18 

Ul'JIO N PACIFIC FREIGHT CAR '<'LEET- CA RS OviN!!:D AN:J L:<:AS ED 

Aggr egaTe--

Open Ccvered Re~rig- Total Capacity 
Year Eox Flat* Gondo l a Hopper Hopper era t or Stock Tank Ot her Cars (tons ) 

.. 

1963 2 7' 555 3, 101 6,3421 7, 95 7 3, 868 1, 340 2,751 1, 237 3 54,154 2, 977 , 507 

1964 24 , 58 7 3, 588 6,119 8, 079 3, 988 1, 533 2, 715 1, 236 3 54 , 073 3,0l? , OGO 

1965 26, 296 3,807 5,738 8, 059 4, 395 1, 925 2, 564 1 , ~34 3 54 , 021 3,076, 97 7 

1966 26 , 660 4, 313 6, 265 8' 7!·5 4, 937 3' 02 1 2 , )·69 1,228 3 57 ,6)11 3, 1,15, 292 

1967 26 , 611 4, 310 6, 338 8, 700 6, 515 3, 593 2 ' 4111 1, 22)1 3 59 ' 7!~ 3,c-1t , ?c5 

1968 29 , R!·O 4, 500 6, 375 8, 661 6, 745 - 2, 1!59 1, 219 34 59, 833 3, 906, 394 

.. --~··· w. ·-· ---· ----- - - --·---- - - ·--· · -

* Includes rack cars . 

~ Includes 84 o"med joint ly with Utah Rai l way Co mpany end 26 Wtffi ba llast cars . 
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Locomotives in service on the Union Pacific as of 
cember 31 , 1968, totaled 1, 369 units , comprised of : 
5 d iesel freight units , 40 mult iple purpose diese l 
·ts , 244 diesel switching units , 25 gas turbine ­
ectric u nits, 114 diesel passenger units , and o n e 
earn l ocomotive . I t owned an additional 71 d iesel 
~t s under lease to others . Of the 1, 369 u ni ts in 

vice o n the Union Pacific , 491 , or about 36 percent , 
.e purchased after December 31 , 1959 . Union Pacific 

made continuing purchases of h igh - horsepower diesel ­
ct ric units of 5, 000 horsepower and over . Such 
~omot ives often are being operated in combinations of 
.000 to 15, 000 horsepower over 1, 500 mile distances . 

Since the end of World War II~ Unio n Pac i fic has 
ro ved operating efficiency through reductio n of line 
vatures and grades and through installat i on of 
tralized traffic control (CTC) . These improvements 
allowed the carrier to increase maximum freight tra in 

eds to 60 m. p . h . as of the time of hearings in 1966 . 

The ma jor equipment construction and repair shops 
he Union Pacific are in Omaha . Yards and terminals 

~ be discussed in later sections dealing with 
erchanges and traffic flow . 

ight Traffi c : Volume and Service Output 

During the ten- year peri od , 1959 through 1968, 
n Pacific's freight traffic has shown an overall 

~e ase in tonnage handled , ton- miles generated and 
ght revenue . In terms of classes of traffic (local, 
rl ine originated, interline terminated , a nd 

rhe ad) , each class has remained stable in relation 
he total of all classes . The average length of 

after declining from 591 miles in 1959 to 566 in 
increased in each year thereafter to 641 miles 

968 . The average revenue load per car increased 
ach of the 10 years from 35 .4 tons in 1959 to 42 . 9 

~ in 1968 . Table 19, which follows , shows Unio n 
ific ' s freight traffic statistics for the period 
.load tonnage not shown separately ) : 
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Interline 
Year l ocal Originated 

1959 461,594 355 , 104 

1960 464,771 
I 

338 ' 856 I 

1961 442, 759 336, 388 

1962 4L!5 , 205 337, 079 

1?63 L,w , 669 I 3)0 , Af\ 0 

1964 L73,466 I 31.:1 , 173 
I 

1965 L!59, 745 i 338, 636 

1966 46o,327 373 , 209 

1967 L·50,lll 363 , 9h2 

1968 I 1·54, 623 372 J 586 

Table 19 

UNION PACIFIC REVENU'i'.: Y:lSIGHT TRA?FIC 
CARLOADS , 'IDNS, TON- MILES , AND FREIGHT REVENUE 

Carloads 
Interline '!'otal Total 

Ter minated Overhead Carloads Revenue Tons* 

317 ,071 431, 247 I 1, 565, 016 55 , 597 ,824 

316, 522 412 ,838 1, 532 , 987 55 ,750 , 309 

316, 4&J 410 , 622 l , 506 ' 229 55 , 998 , 920 

329, 012 388, 293 1, 499 , 589 I 56, 993 , 275 

332 ,537 382,763 l , 5H:, 849 59 , 917,378 

336,868 401, 969 1, 553, 1 76 62 , 8L2 , 106 

, 1, 551, 179 345 , 674 L·07 , 121· 6L , fl l 9, 595 

360 ,392 Ll2 , 402 1, 606, 330 67, 888 , 647 

35e , 14o 377, 385 1, 549, 578 66, 206, 604 

368 , 058 398 ,197 1,593, 464 68 , 426,3L•9 

F. D. No . 22688 

Revenue Frei ght 
Ton-Hiles Revenue 

(millions ) (000 ) 

32 , 8 75 $449, 03 7 

31, 533 1·28,271 

32 , 409 432 , 656 

33 ,188 442 , 509 

35, 076 452 , 408 

36, 921 Lr6l, 718 

38, 833 482 , 092 

l.:l , 766 522 , 036 

41, 071 515 , 751 

44,133 549 ,963 

i~Includes L. C.1. Freight for all years . Mail and expr ess tonnage handled in freight trains for years 1967 and 1968 
is not included. 
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In summaryJ the foregoing table shows that total 
venue carloads have varied somewhat from 1959 through 
68 ~ the low point in 1962J with 1J499J589 carloads 
d the high point 1966 with 1J606J330 carloads . 
ated as a percentage of total carloads from the 10- year 
riod J local traffic ranged from 28 . 5 to 30 . 5 percent ; 
terline originated from 21 . 8 to 23 . 5 percent ; 
te r line terminated from 20 .3 to 23 . 1 percent; and 
erhead from 24 . 4 to 27 . 3 percent . I n shortJ total 
t erline traffic accounted for from 69 . 5 to 71 . 5 percent 

a l l of Union Pacific's traffic for the period . 

Despite fluctuations in total revenue carloads ) 
enue tonnages showyearlyincreases except the one 
re ase in 1967 compared to 1966 . The 1968 total of 

.426J349 tons is the high for the periodJ or about 
percent more than the 1959 total . Revenue ton - miles J 
h two intervening lows in 1960 and 1967J showed an 
rall increase of 34 percent over the 1959 total 
.9 billion) to 44 . 1 billion in 1968 . Freight revenue 
erally followed the trend reflected by tonnage data . 

1968 total of $550 million represents an increase 
r the 1959 figure of approximately 22 percent . 

lght Traffic : Commodity Consist 

The data underlying this discussion are shown 
~ables 20J 21 J 22 and 23 J which follow the end of 
discussion . The problems of comparability of data 

orted under the old and new commodity codes were set 
th in the earlier discussion of Rock Island ' s 
odity consist . Tables 20 and 21 show commodity 

nage and revenue data reported under the old code 
the years 1959J 1961 and 1963 . Tables 22 and 23 

er similar data reported under the new code for 1964 
ugh 1968 . 

With a few exceptions ) Union Pacific ' s commodity 
istics reflect stability as to the relative portion 
otal tonnage and revenue accounted for by each 
odity group . One of the few exceptions is 

... cultural traffic . In 1959 and 1961J 11 Products of 
~cu lture 11 represented 25 percent of Union Pacific ' s 
al tonnage . In 1963 J the group increased proportionately 
27 percent . On the new code basis J 11Farm Products 11 

~eased from 25 percent in 1964 to 22 percent in 1965 . 
... 966J Farm Products represented about 23 percent of 
~1 tonnage J and by 1968J the proportion dropped to 
percent . In all the years mentioned above J the 
enue contribution from agricultural traffic was 
ortionately less than the share of total tonnage 

~es ented by such traffic . In 1959J 1961 and 1963 J 
revenue from "Products of Agriculture 11 was 21 J 19 
21 percent J of total freight revenueJ respectively . 11 Farm Products 11 in the 1964- 1968 periodJ the revenue 
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ranged from a high of 19 percent in 1964 to a low of 
14 percent in 1968 . I n short , the proportionate 
revenue contribution from agricultural traffic ("Prod ­
ucts of Agri culture " and "Farm Products " ) ranged from 
5 to 7 percentage points below the relative share of 
total to nnage . 

The "Products of Mines " group (Tables 20 and 21 ) 
and the combined "Metallic Ores , " "Coal , " and ''Non ­
Metal Minera l s " groups shown individually on Tables 22 
and 23 , represent a substantial portion of Union 
Pacific ' s total to nnage but , as is generally the 
experience of most all rail carriers , a considerably 
lower ~ortion of fre i ght revenue . In 1959, 1961 and 
1963 , 'Products of Mines " accounted for the moveme n t of 
from 25 to 27 percent of total tonnage , but only from 9 
to ll percent of total freight revenue . The "Metallic 
Ores ," "Coa1 11 and "Non- Metal Minerals " groups together 
represented from 22 to 24 percent of total tonnage and 
from 7 to 8 percent of total freight revenue in the 
years 1964 through 1968 . 

Lumber and othe r forest produc ts are also substan­
tial commoditie s for Uni on Pacific in terms of volume 
and revenue . Under the old code , "Pr oducts of Forests 11 

tonnage amounted to 12 to 14 percent of total to nnage , 
and reve nue therefrom represented 14 to 17 percent of 
the tota l in 1959 , 1961 and 1963 . "Lumber Products " 
in 1964 through 1968 accounted for 13 to 14 percent of 
total tonnage and roughly 15 percent of total freight 
re venues . 

In 1 959, 1961 and 1963, "Manufactures and Miscella ­
neou s " freight represented 31 to 32 percent of total 
tonnag e and 44 to 48 percent of total freight revenue ; 
see Tab les Nos . 20 a nd 21 below . From 1964 through 
1968, the commodity groups shown on Tables 22 and 23 not 
discussed above for the most part remained relatively 
stable as to their proportionate share of total tonnage 
and revenue . Most of the commodities comprising the 
groups listed in Tables 22 a nd 23 as "Food & Products ," 
'ri " "c · " "s c & G Pulp , Pa~er Products , hemlcals , tone , lay lass 
Products , 1 "Primary Metal Products ," "Transportat ion 

• II 11 A 0 G II Equlpment , and ll ther roups have undergone some 
stage of manufactu re . Despite the stability of propor ­
tionate s h ares of tonnage a nd revenue shown by most o f 
these commodity ~roups i increases in some , particularly 
"Food & Products and 'Chemicals , 11 resulted in a net 
inc r ease during the period for the groups t aken together . 
The share of total to nnage increased from 38 percent in 
1964 to 45 percent in 1968, and the share of total freight 
revenue increased from 58 to 63 percent . Uni on Pacific ' s 
viability i s not heavily depe ndent on any single commod ­
i ty or closely related commodit i es , for e xample , grains, 
based upon an examinatio n of the specific commodi ties 
embraced in each commodity group . 
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UNION PACIFIC COMMODITY STATISTI CS 1 1959, 1961 , AND 1963 

Table 20 

COMMODITY GROUP TONNAGE AND GROUP TONNAGE AS 
PERCENTAGE OF TOTAL TONNAGE 

Commodity 
Grou 

ucts of 
~culture 14, 133 25 . 4 I 14, 056 25 . 1 I 16, 151 27 . 0 
als & 
ucts 938 1.7 850 1.5 857 1.4 
ucts of Mines 14, 951 26 . 9 15, 839 28 . 3 15, 235 25 . 4 ' 
ucts of 
sts 7 , 688 13 .8 6, 959 12 . 4 7 , 569 12 . 6 

fa ctures & Mise . . 1 17, 205 30 . 9 17 , 616 31.5 19, 364 32 . 3 
1* I 55, 598 100 . 0 55 , 999 100 . 0 59, 917 100 . 0 

Table 21 

COMMODITY GROUP REVENUE AND GROUP REVENUE AS 
PERCENTAGE OF TOTAL REVENUE 

Commodity 1959 1961 1963 Group Revenue % Re venue % Reve nue % (000 ) (000 ) ( 000 ) 

- cts of -L"': culture $ 96, 767 20 . 9 $ 84, 205 19 . 1 $ 93 , 386 19 . 9 
~ als & 
:: acts 17 , 529 3 . 8 15, 205 3 . 4 15, 075 3 . 2 
:: •cts of Mines 43 , 419 9 . 4 46, 729 10 . 6 43 , 662 9 . 3 
~ ucts of Forests 77 , 436 16 . 7 66, 609 15 . l . 67 , 414 14 . 3 
~ :actures & Misc . 203 , 471 43 . 9 204, 731 46 . 4 . 225 , 105 47 . 9 
: 1* $463 , 609 100 . 0 $441 , 699 100 . 0 ·$470 , 225 100 . 0 
- --· - - ---

ncludes Freight Forwa rder Traffic and L . C.L . Freight . The totals eve nue are unadjusted figures and may not agree with Freight ating Revenue totals reported in the Railroad Annual Report A. The totals shown here are for comparative purposes only . 
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Table 22 

U·: ION PAC1FIC OJHEODITY STATISTICS , 1964 'IHROUGH 1968 
CQr1JiiODITY Gl.OUP 'IO NNAGE AND GT/.OUP TONNAGZ AS PS'l.C~NTAG"20YJDTAL TO :·! :~AC'rE 

- Co!Tll'lodi ty 
-

l9b~ i9B-- ---- I9 1966 
----- l9b7 

·-

::<' 

H 
c 
~. 

F 
L 
Pu 
c 
s 
p 
T 
A 

Group* 

rm Pro ducts 
tallic Ores 
al 
n- Metal Minera l s 
od & Products 
mber Products 
lp , Paper Products 
emicals 
one , Clay & Gl ass Products 
imary Hetal Products 
ansportati on Equipment 
1 Other Groups 

Total 

Tons 
(000 ) 

15 , 6L l 
4 , 82 1 
4 , 293 
5' 4?·0 
7,033 
R, 3o6 
1 , 47L 
3, 618 
3,6),5 
3, 089 

943 
!' , Lll9 

62 , R42 

--

% Tons 
(0002 

24 . 9 l!l ' 331 
7. 7 5,307 
6. 8 4 , 718 
~L 7 5 , 643 

11. 2 7, 168 
13 . 3 p' fi ll 

2 . 3 1 , 706 
5 . 8 L, Of\6 
5 . P 3 , 685 
4. 9 3 , 436 
1.5 1 , 0 77 
7. 0 !! , 852 

1"0, 0 61. , 820 

NOTE : Percentages may not add to 100 . 0 percent due to roundinr . 
-:< 

% 'funs - -- -- % Tons % 
(000 ) (000 ) 

-

22 .1 15 , 794 23 . 3 13 ' 81.!3 20 . 9 
e . 2 5 , 1Lt8 7 . 6 ),, 535 6.8 
7.3 4 , 159 6 . 1 3 , 907 5.9 
9 . 7 5, 772 Fl .5 c , 341 9 . 6 

11.1 7 , 5),2 11.1 fl ' 1fl 12 . 6 
13 . 6 9, 026 13 . 3 f ' 9°0 13 . 6 

2 . 6 1 , 92!· 2 . 8 1 , 889 2 . 9 
6 . 3 h, t-RJ, 6 . 9 5 , 2ll 7. 9 
5.7 3, 653 5.1· 3 , 288 5.0 
5.3 3, 702 5.5 3, 255 L1. 9 
1 . 7 1, Ofl6 1. 6 9q3 1. 5 
'7 . 5 5; 399 <:> ,o 5 , 60!! 8 . 5 

100 . 0 67 , R,Q9 100 . 0 t-.6 , 207 100 , 0 

F . D. fo . 22 $ 8 

Tons 
(000 ) 

12 , 999 
4, 652 
4 , 325 
6 , 1LO 
8 , G49 
9, 600 
1 , 906 
5 , 739 
3 , 667 
3, 7L!l 
1,106 
5 , 702 

68 , 1.· 26 

19_&§_ 

-
l 

1 
1 

1(1 

9 . 0 
6 . 8 
). 3 
9 . 0 

. 9 
4 . 0 

. f. 

.h 

. ~ 
5.5 
1. 6 

. ] 

0 . 0 

The commodi t.y groups specifically named, "rith the exception of 11 'fransportation Equipment, 11 each accounted for the movement 

of one milli on or more tons in each of the years shmm. "All Other Groups " represents the total fo r the bal ance of the 

commodity g-r oup s , each of which had an annual movement of less than one million tons in each o.£' the years shovrn . The total 

tonnase figures are unadjusted and may not agree with total r evenue tons reported in Railroad Annnal Repoct Form A. '.!he cot.als 

shown here are for compar&tive purpos es only . 
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Table 23 

UNION PACIYIC OJl\f!fODI TY STAT1'31'1CS , 1964 TtR'-'UGH 1968 
cm<NODITY G'q,OUP 1EVENUE AND Qq;•UP t?EV~l:UE AS PF: RCE:'J'r.I\GE OF TOTAL 'tEV ENUE 

Commodit y - --1904-- -r905 -- I9titi %T l 
Groups* - Revenue % 'q,evenue % Revenue Revenue 

- (000 ) ---- (000 ) (•)00 ) (ooql_ __ 

967 --r-------- 19bB-:=J 

Revenue ~ : 
_ (000 ) ----

Farm Pro-iucts $ 89 , 61·9 1~ . 6 ~ QO , Fl8 7 16 . 1 ~ 92 , 290 17 . 3 f.· 83 ' ll2li 15 . 7 ~· 79 , 750 l L. l 
Heta11ic Ores l lt , 7Jf\ 3 . 1 16 , 443 3.3 16 , 5 73 3 . 1 14, 293 2 . 7 15 ' 2),5 2 . 7 
Coal 12 ' 710 2 . 6 1L , 043 2 . 8 12 , 819 2 . 2 10, 876 2 . 0 11 , 662 2 . 1 
~~on-Metal }!inerals 10 , 163 2 . 1 10 ' 725 2 . 1 11, 020 2 . 1 11, 790 2 . 2 12 , 278 2 . 2 
Food & Products 66 ' 706 13 . f\ 67, 435 13 . 5 (,9' 775 13 . 1 75 , 860 14 . 3 82 , 961 14 . 7 
Lumber Pro duc ts 73 , 600 15 . 2 77 , i1 29 15 . 5 79 , 655 11· . 9 80 , 456 15 . 1 8 7, 289 15 . 5 
Pulp , Paper Products 17, 6o5 3 . 6 20 , 068 4 . 0 21 , 973 1, . 1 22 ' 7711 1.: . 3 23 , 045 L. l 
Chemicals 33 , 140 6. 9 37' 207 7. 4 lt2 ' 28 9 7. 9 46 , 486 8 . 7 53 , 406 9 . 5 
Stone , Clay 8: Glass Produc t s 18, 1L2 3 . R 17 , 803 3 . 6 17, 4f.3 3 . 3 16 , L161 3 . 1 18 ' 538 3 . 3 
Primary Me~~l Products 30 ' 978 6 . L 34, 736 6 . 9 38 , 572 7. 2 32 , 820 6. 2 38 ,Ben 6.9 
Transporta t.i on Equipment 25 , 665 5 . 3 27 , 36o 5 . 5 27 ' 771 5 . 2 2L , 944 4 . 7 28 , 091 5 . 0 
All Other Groups 89 , 960 18 . 6 96 , 3Ll 19 . 2 105 , 017 19 . 7 111 , 222 20 . 9 113,) 29 20 . 1 

Total C·453 , o56 100 , 0 $500 , 93 7 100 . 0 $534 , 417 100 . 0 $531 , 406 100 . 0 I :·56!: , 520 100 . 0 
I 

- _ _t 

NO TE : Percentages may not add to 100 . 0 percent due t o rounding . 
•'~-

The commodity gr oups speci f ica lly named , •·"ith t he exception of 11 'rra nspor tati on Equipment, " each accounted fo r the mo vement of one million 
or more t ons in each of the years shown . 11 All Ot her Groups11 represents the total ~or the balance of the commodity gr oups , each of which had 

an annual movement of l ess tha.l one million t ons in each of t he years shown . Tne to tal r eve nue •'ir nres are unadjus ted and may not agree 1·;ith 

Freight Operating :tevenue reported in Ra jlroad Annual Report For m A. The t otals somm here are ':'o r comparative purposes only. 
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Freight Traffic : Interchanges and Traffic Flow 

For purposes of describing the Union Pacific's 
traffic density , interchanges and principal origin and 
destination points , the system is divided into three 
regions . Because of the way in which pertinent evidence 
was presented on the record , the exact boundaries of 
regions vary slightly when traffic density is discuss ed 
compared to the discussion of interchanges and 
origination and termination points . Such variance as 
exists in the discussions is in no way significant with 
respect to the merits of the proposed transactions but 
rather is merely the result of conveniently arranging 
data to present a meaningful description of Union 
Pacific ' s traffic characteristics . 

The first region is that bounded on the east by 
and including the Missouri River gateways , including 
Grand Island, for the reason later discussed , and on the 
west by and including Granger, Ogden , Provo , Warner and 
Salt l ake City . The second region consists of the lines 
north of Ogden and northwest of Granger, and the third 
region consists of all lines south of Warner and Provo . 

First considered is the matter of traffic density . 
Throughout the discussion, the measurement of density 
used will be average gross tons hauled in freight trains 
per mile in 1964 . Average gross tons includes weight 
of car and contents but excludes locomotives and 
passenger cars . 

Union Pacific ' s main routes carry substantial 
amounts of traffic . Traffic densities on lines lying 
within the first described region are shown below ; 

Line Segment 
Council Bluffs - Grand Island 
Grand Island - North Platte 
North Platte - Cheyenne 
Cheyenne - Granger 
Granger- Ogden 
Ogden - Salt Lake Ci ty 
Kansas City- Topeka 
Topeka - Marysville 
Marysville - Hastings , Nebr . 
Hastings - Gibbon ( on Omaha -

North Platte line ) 
Topeka - Denver 
Cheyenne -La Salle 
J ulesburg - LaSalle 
LaSalle - Denver 

Mi llions 
Eastbound 

15 . 4 
27 . 1 

27 . 5 to 28 . 8 
28 . 9 to 30 . 1 

19 . 1 
12 . 1 
15 . 6 
14 . 2 
11.9 

ll. 9 
0 . 5 to 2 . 2 

3 . 8 
1.4 
5 . 6 
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of Tons 
Westbound 

11.3 
19 . 9 

20 . 0 to 20 . 9 
21.7 to 24 . 5 

17 . 8 

0 . 7 

13 . 3 
10 . 0 

9 . 4 
7 . 9 

7 . 7 
to 
3 . 1 
1.8 
4 . 6 

1.5 
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The above data , drawn from the Union Pacific ' s 
ns ity chart and the record made in connection there ­
th, show that traffic between points west of Cheyenne 
the west , and Omaha and Kansas City and points east 

ereof on the east , moves almost totally through North 
atte , a ma jor classification center . Such traffic is 
ass i fied at North Platte for trains from and to the 
rle n and Salt Lake City gateways , Los Angeles , and 
rtland and other Pacific Northwest points . North 
att e therefore is the hub of the entire Uni on Pacific 

tern . Service between Kansas City a nd Denver over 
e l ine through Salina is mainly for traffic moving to 

from points on that line . Between Ogden and the 
souri RiverJ traffic density is heavi est eastbound . 
ff ic between Kansas City and Omaha moves via Topeka , 

rysville and Beatrice and Valley, Nebr . Between 
rysville and Valley, tonnage totaled 3 .4 mil lion to 
-million . 

Traffic densities in the second region are as 
lows : 

Line Segment 
nger - McCammon 
en - McCammon 
ammon -Pocatello 
atello - Butte 
ate llo-Hinkle 

lkle - Portland 
lkle - Spokane 
tland -Seattle 

Millions 
Eastbound 

9 .7 to 10 .3 
4 . 5 

14 . 8 
1 . 2 to 
7 . 6 to 
6 .0 to 

3 . 2 
2 . 8 

2 . 0 
9 .8 
6 . 1 

of Tons 
We stbound 

6 .8 to 7 . 1 
4 . 9 

12 . 1 
1.4 to 2 .3 
7 .4 to 8 .7 
7 . 1 to 7 .3 

3 . 4 
2 . 4 

Trnffic on the Spokane I nternational totals 2 . 1 
l ion tons in both directions between Spokane and 
tport . 

The third region contains the Salt Lake City- Los 
eles route over which the traffic dens ity ranged 
m 4 .4 to 6 .3 million tons eastbound and from 7 . 8 to 

.6 million tons westbound . The alternate route from 
lt Lake City through Provo to Lynndyl (roughly 
ra llel to the Salt Lake City-Warner- Lynndyl route ) 
dled 2 . 8 million tons eastbound and 3 . 1 million tons 
~tbound . 

The Los Angeles route's major portion of traffic 
westbound , whereas the eastbound movements are the 

eater portion of movements on the Portland line . In 
rms of total tonnage handled (eastbound and we stbound ) 
e Portland - Granger route handles somewhat greater 
affic overall , roughly 2 . 7 million tons , than does 
e Los Angeles - Salt Lake City route . This can be com­
ted by (1) adding the sums of eastbound and westbound 
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average gross tonnage for each line segment (shown on 
density chartJ Exhibit 5) between Portland and Granger 
and between Los Angeles and Salt Lake City; and 
(2) dividing the respective totals by the number of 
segments between the named points . The figures thus 
derived are 16 .9 million average gross tons per segment 
for the Portland lineJ and 14 . 2 million for the Los 
Angeles line . 

Admittedly) the figures so derived are distorted 
because they are averages of other averages . However ) 
while it is true that a particular segment of a route 
may have an average gross tonnage total (i . e . J eastbound 
plus westbound) at a relatively large variance to the 
average for all segments of the route combined) the 
derived average for the entire route is at least a 
rough approximation of the traffic density for the 
route as a whole . The method of computation described 
above is the best means of comparison available based 
on the evidence submitted . 

The matters of major traffic interchange and origin 
and termination points will be considered next . All 
data are for 1963 . The first region contains the gate­
ways at which Union Pacific interchanges with its eastern 
connections and also the gateways at which it connects 
with the Southern Pacific and Western Pacific routes 
into northern California . With respect to the eastern 
gateways ) the record is replete with evidence concerning 
the flow of traffic between Union Pacific and its 
eastern connections . The interchange points listed in 
the follow i ng table all serve the function of being the 
ma j or gateways for Union Pacific traffic moving to and 
from points east of the Missouri RiverJ and they are 
therefore shown as "Missouri River Gateways ." Although 
some such traffic may be inerchanged at other points in 
Nebraska and Kansas, the total number of carloads is 
insignificant compared to the volume at the gateways 
listed in the table . Connecting carriers are ranked in 
descending order by the total number of carloads inter­
cha nged with Union Pac i fic ) and adjustments have been 
made for carriers which have unified since 1963 , except BN. 
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Table 24 

MAJOR UNION PACIFIC INTERCHANGES : 
MISSOURI RIVER GATEWAYS 

UP 
Station 

~aha ( including 
uncil Bluffs, 
oemont , Grand 
land , & S . Omaha) 

. J oseph 

sas City 

Connecting 
Carrier 

CNW 
CBQ 
MILW 
IC 
RI 
MP 
N&W 
Other 
Total 

MP 
CNW 
CBQ 
ATSF 
RI 
Total 

N&W 
SLSF 
MP 
MKT 
ATSF 
GM&O 
KCS 
RI 
CBQ 
MILW 
CNW 
Total 

Grand Total 

Delivered 
102, 074 

37, 204 
43 , 998 
41 , 481 
15, 819 

934 
1,640 

18 
243 , 168 

681 
574 

go 
88 

1 ,~ 
52, 700 
37, 382 
30,244 
17, 718 
10, 539 
12, 830 

9, 425 
4, 858 
4, 956 
1,496 
l z042 

183 , 190 

427,845 

Carloads 
Received 

54, 8oo 
67 , 491 
32, 146 
16,552 

7 , 782 
2, 587 
1, 465 

8 
182,831 

47 
20 
70 
36 
44 

217 

37 , 319 
19, 343 
17, 83 5 

5, 678 
8, 690 
5, 944 
4,929 
2, 727 
1, 643 
1, 106 

63 2 
105, 846 

288 , 894 

Total 
156,874 
104 , 695 
76,144 
58,033 
23 , 601 
3,521 
3 , 105 

26 
425, 999 

728 
594 
160 
124 

98 
1, 704 

90 , 019 
56,725 
48 , 079 
23 , 396 
19,229 
18,774 
14,354 
7,585 
6,599 
2, 602 
l z674 

289,036 

716,739 

The interchanges shown in Table 24 for Omaha include 
ose for South Omaha , Council Bluffs , Fremont and Grand 
land, the five points hereinafter referred to as the 

ha ga teways . At Fremont and Grand I sland, Union 
cific conducts through- train interchanges with North 

es tern and Burlington, respectively . Through- train 
era t i on will be discussed in detail later in this report . 

t Fremont , Union Pac i fic delive red 14, 266 cars to and 
e ceived 25, 893 cars from North Western. Of the cars 
elivered by Union Pacific , 13~691 were overhead traffic , 
nd of the cars received from North Western, 13 , 612 
e rminated on the Union Pacifi c . 
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At Gra nd I sland, the Union Pacific delivered 
29 , 671 cars to , and received 57 , 657 cars from the 
Burlington, or approximately 78 percent of the total 
Uni on Pacific - Burlington interchange at the M ssouri 
River gateways . Of the 87 , 328 cars interchanged at 
Gra nd I sland , about 38 percent were overhead to Union 
Pa c i f i c . Nearly 60 percent of the 716 , 739 cars Un on 
Pac i f i c i nterchanged at the Missouri River gateways 
we r e i nterchanged at the Omaha gateways . The bulk of 
the rema inder , as later det ai led , were interchanged at 
Ka n sas City . 

The Union Pac i f i c delivered 427 , 845 cars and 
r eceived 288, 894 cars at the Mi ssouri Ri ver gateways , 
r ef l ectin g the heavi er eastbound traffic density between 
Ogde n and the Mi ssouri River mentioned earl er . At 
the Omaha gateways , only the Burlington among the con ­
ne c t i ng ca r r i ers deli vered more cars to Uni on Pac i fic 
than it received from Union Pac i f i c , primar ly at Grand 
I s l and as noted above . The class I line - haul rail ­
roads whi ch connect with the Union Pac i fic individually 
accounted for the following percentages of the total 
Uni on Pac i f i c interchange at the Omaha gateways : 
Nor th Western , 36 . 8 percent · Burlington , 24 . 6 percent · 
Milwaukee , 17 . 9 j Ill i nois Central , 13 . 6 j Rock I sla nd , 
5 . 5 j MoPac , 0 . 8 j and Norfolk & Western, 0 . 7 . 

The Ka nsas Ci ty gateway provides Union Pac i f i c 
not only wi th connections to eastern points but a lso 
connect i ons to the Southeast and the Gulf ports . The 
Norfolk & Western- Union Pac i f i c interchange at Kansas 
City i s the largest at that gateway : Uni on Pac i f i c 
de live r ed 52 , 700 cars to and received 37 , 319 cars from 
the No r fo lk & Western , for a total of 90 , 019 . The 
carrie r s accounting for the three largest single i nter­
changes wi th the Uni on Pac i f i c at the Omaha gateways 
were the last three i n rank by volume at Kansas Ci ty . 
The connect i ng carri ers ' respective port i ons of the 
total Uni on Pac i f i c interchange at Kansas Ci ty in 1963 
were : No r fo l k & Western , 31 . 1 percent j Frisco , 19 . 6 · 
Mo Pac , 16 . 6 j Katy, 8 . l j Santa Fe , 6 . 7 · Gu l f , 6 . 5 j 
Kansas City Southern , 5 . 0 j Rock I sland, 2 . 6 · Burli ngton , 
2 . 3 j Milwaukee , 0 . 9 j and North Western, 0 . 6 . 

Exc l udi ng the interchanges at South Omaha and 
St . J oseph ( 1 , 856 cars ), the total interchange at the 
gateways named in Table 24 was 714 , 833 cars , of whi ch 
323 , 599 cRrs , or 45 . 3 percent , were overhead to Uni on 
Pac i fic . 31 Thus for a substantial amoun t of traffic 

I nterchange traff i c for South Omaha and St . J oseph 
was not broken down by class i n the evidence , i . e . , 
overhead , i nterline forwarded and interline termi nated . 
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which moves over its lines through the central corridor 
between points west of the Rockies and points east of 
the Missouri River , Union Pac ific provides service for 
the major part of the movement in the We ste rn District , 
but at least two other carriers may also parti cipate . 
If the traffic is moving to or from points east of the 
Western District , of course , one or more add i tio nal 
rail carriers must also partici pate in the haul . 

It is noted that some overhead traffic may be 
counted twice in Table 24 , where cars may come on- line 
and go off - line at any pair of Mi ssouri River gateways 
included in the table . The amount of such traffi c 
appears to be negligible because the Kansas Ci ty-Omaha 
route via Topeka , Marysville and Beatrice would have to 
be used , and the evidence shows thi s route to be ra the r 
circuitous and of light density compared to the east ­
west routes entering both Omaha and Kansas Ci ty . 

Some of the gateways d i scussed above al so are 
important as origina tion and termination points for 
Union Pacific . This is shown on Table 25, which 
follows . The data were derived from Uni on Pac i fic 
Exhibit 5, which lists the carri er ' s 30 most i mport an t 
stati ons (ranked by volume ) for each of the four 
classes of traffic shown here on Table 25 . While a 
parti cular station may show up on Union Paci fic ' s list 
of the 30 most important points of ori gin for local 
traffic , the same station may not h ave had suffi cient 
volume of local terminat i ons to be included in the list 
of the 30 ma j or stations for local terminated traffic . 
For example , St . J oseph was ranked 29th as a station 
for origina ted local tra ffic but was not in the top 30 
for interl ine origina ted traffi c , a lthough some such 
traff i c may have originated there . As a result, no 
carloads are shown in the latter category in Table 25 . 

UP 
Station 

Fremont 
Grand Island 
Kansas City 
Omaha 
St . J oseph 

Total 

Table 25 

UNION PACIFIC CARLOADS 
ORIGINATED AND TERMINATED AT 

MISSOURI RIVER GATEWAYS 

Class of Traffic 
Local I nterline Local 

Originated Originated Termina ted 
2, 496 3 ,819 XX 

XX XX XX 

7 , 963 5, 534 20 , 058 
9 , 825 12, 402 15,194 
2 , 394 XX XX 

22,678 21 ,755 35, 252 
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Interline 
Termina ted 

XX 
2,498 
7 , 384 

13 ,117 
XX 

22 , 999 
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Subject to the possible exclusions of cars where 
"xx 11 appears in the table, the evidence shows that at 
least 44, 433 carloads originated and 58, 251 carloads 
terminated at the Missouri River gateways , and Omaha 
and Kansas City accounted for the major portion of both 
categories . It is noted that some of the cars in the 
local originated total may also be included in the local 
termi nated figures . In the interline traffic totals , 
there likely is an undetermined number of cars which 
also are included in the interchange data shown in 
Table 24 . 

Turning attention to the western end of the region 
under consideration, Utah gateways will be considered . 
I nterchange data for these points are set forth in 
Table 26, be l ow. 

Table 26 

MAJOR UNION PACIFIC INTERCHANGES : 
UTAH GATEWAYS 

Connecting Carloads UP 
Station 

Four Utah Points* 

Ogden 

Carrier 
WP 
DRGW 
Other 
DRGW 
SP 
DRGW 
Other 
DRGW 
WP 
Other 

Delivered 
118 
182 

1, 835 
1,297 

100, 508 

Re c e i ved 
15 
33 

394 
192 

203 , 365 

Total 
133 
215 

2, 229 
1, 489 

303 , 873 
Provo 

Salt Lake City 

2, 569 
47 

3, 685 
17,939 

21 

19, 829 
8, 330 

14, 392 
20, 195 

6 

22, 398 
8, 377 

18, 077 
38, 134 

27 
Total 128, 201 266,751 394, 952 

*I ncludes Garfield, Midvale , N. Salt Lake and Warner . 
Western Pacific and the Rio Grande are the only 
class I line - haul railroads with which Union Pacific 
interchanged at these points . 

The data in Table 26 show that at the Utah gateways 
Union Pacific interchanged a total of 303 , 873 cars with 
Southern Pacific , 38, 267 cars with Western Pacific , and 
42,179 cars with Rio Grande . As percentages of the 
total interchan~e between Union Pacific and the other 
named carriers \384, 319 cars ), Southern Pacific accounted 
for 79 .1 percent , Western Pacific for 10 .0 percent and 
Rio Grande for 11 .0 percent . While the Union Pacific ­
Western Pacific interchange (over 79 percent overhead 
to Union Pacific) was almost equally divided between 
eastbound and westbound traffic , the Union Pacific ­
Southern Pacific interchange at Ogden was 203 , 365 cars 
eastbound (188,334 overhead to Union Pacific ) and 100,508 
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westbound (75,885 overhead to UP) , a ratio of better 
than two to one . It is noted that the Union Pacific ­
Rio Grande interchange is principally traffic delivered 
by Rio Grande to the Union Pacifi c at Provo and Sa lt 
Lake City, and such traffic amounted to 34, 221 cars . 
The Rio Grande traffic received by Union Pacific at 
Provo (19, 829 cars ) was almost exclusively overhead 
t raffic for Union Pacific , while of the 14, 392 cars 
rece i ved from Rio Grande at Salt Lake City, 12, 067 
terminated on Union Pac i fic . 

The area in which the Utah gateways are located 
include several major traffic origin and destination points 
on the Union Paci fic including some of the gateways 
themselves . Table 27 , which follows , shows the data for 
these points and is subject to the same qualifications 
pertaining to Table 25 . At least 39, 092 cars originated 
and 74, 358 terminated at the points named in the table . 
The largest individual amounts of traffic of a single 
class were the interline terminated cars. at Ge neva and 
Salt Lake City (45, 016 cars tota l) . 

UP 
Station 
rfield 
and 

Table 27 

UNION PACIFIC CARLOADS ORIGINATED 
AND TERMINATED I N UTAH GATEWAYS AREA 

Class of Tra ff i c 
Local Interline Local 

Originated Originated Terminated 
XX 3,505 XX 

XX XX 4, 276 
5, 988 8, 410 34,704 
2, 713 XX XX 

City 3, 801 3, 516 10, 312 

1~ ; ~61 2 ~ 460 
20,891 

6 ~ 668 
55, 960 
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Interline 
Terminated 

4, 042 
XX 

2,151 
XX 

9, 215 
2, 990 

ltf,398 
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Table 28 

MAJOR UNI ON PACIFIC INTERCHANGES : 
POINTS BETWEEN MISS OURI RIVER AND UTAH GATEWAYS 

UP Connecting Carloads 
Station Carriers Delivered Received Total 

Denver ATSF 6, 185 5,156 11, 341 

All 

CBQ 1 , 637 2 , 449 4, 086 
C&S 6, 912 3 , 127 10, 039 
RI 1 , 282 6, 024 7 , 306 
DRGW 12 l 208 8 , 730 20 l 938 

Total 28, 224 25, 486 53 , 710 

Other Points ATSF 722 2, 268 2, 990 
CBQ 9, 380 3 , 199 12 , 579 
C&S 1 , 716 4, 672 6, 388 
CNW 92 106 198 
RI 1 , 892 719 2, 611 
MP 1 , 230 2, 238 3 , 468 
SLSF 455 677 1, 132 
Other 8 l tt33 2 l l41 ll l 074 

Total 24, 20 16,020 4o , 44o 

Readily apparent from Table 28 is the fact that 
the total Denver interchange for Union Pacific is 
larger than the carrier ' s total for all other interchanges 
in the area between the Utah and Missouri River gateways . 
All class I railroads with which Union Pacific inter­
changed in the area in 1963 are named in the table . 
"Al l Other Points " include 43 points in the States of 
Colorado , Wyoming , Kansas and Nebraska . Union Pacific 
interchanged over 500 cars with at least one class I 
carrier at only seven of these points . The Denver inter­
change with Rio Grande was the largest ( 20 , 938 cars ) 
interchange with a single carrier at a single point in 
the area . Throughout the area, Union Pacific interchanged 
16, 665 cars with Burlington, and adding the Colorado 
and Southern , the Union Pacific -Burlington system inter­
change amounted to 33 , 092 cars . Other than Denver, 
ma j or interchange points between Union Pacific and the 
Burlington system were Northport and Sidney, Nebr . , and 
Cheyenne, all located on various Burlington lines 
radiating to the south and east from Billings and Laurel , 
Mont . 

The Union Pacific interchange with Rock Island at 
Denver was the fourth largest (7, 306 cars ) of the five 
interchanges shown in Table 28 for Denver . I n the 
remainder of the area , the Rock I sland and Union Pacific 
interchanged a total of 2, 611 cars at 13 points , primarily 
Topeka (1, 979 cars ) . 
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Denver also qualifies as the single most i mportant 
ffic terminating point in the area under discussion . 
1963 , terminations totaled 39, 561 cars, of which 
869 were interline received cars . Originations at 
ver totaled 11,839 cars including 6,254 interline 
arded cars . At Salina, 10,784 cars were orig inated 
6, 329 were terminated . Topeka was the origin point 
11, 392 cars (8, 852 were interline ) and the destina -

n point for 10,689 cars of which 7,998 were local 
ff ic to Union Pacific . The most important traffic 

_ginat ing point in the area was Winton J unction , Wyo . , 
re 13 , 257 cars of local traffic originated . Of twelve 
er points in the area , 3 points were origins for 
754 cars of local traffic ; 4 were origins for 18, 267 
s of interline traffic; 3 were destinations for 
548 cars of local traffic; and 2 were destinations 
5, 264 cars of interline traffic . Undoubtedly some 

~ric in the region which is overhead to Union Pacific 
es entirely within the area and points shown in 
le 28, therefore being counted twice . The exact 
er of cars cannot be determined from the evidence . 
same problem exists in the immediately following 

cuss ion and accompanying Table 29 . 

In the second region (lines north of Ogden and 
thwest of Granger) there are over 30 major Union 
~fie interchanges with other carriers . Table 29, 
ch follows , shows the interchange points specifically 
~e the total interchange was 500 o r more cars and 
a total for 21 points where each point accounted for 
s than 500 cars in 1963 . Despite the relatively 

e number of points, the number of cars interchanged 
small (136, 621) . Stated in comparative terms , the 
ber of cars interchanged in the entire region is 
y about 28 percent of the number of cars inter -
nged at the Utah ~ateways (Table 26 ) . Nearly 40 
cent of the cars t54, 254 cars) interchanged in the 
· on were interchanged at East Portland between the 
on Pacific and the Southern Pacific . Of the 54, 254 
s , 40 , 063 either originated or terminated on Union 
ific . Another nine percent was interchanged between 

~on Pacific and its subsidiary Spokane Interna t i onal 
Spokane . 
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LINES 

UP 
Station 

Chehalis , Wash . 

Marengo , Wash . 
Rocky Point , Wash . 
Seattle , Wash . 

Spokane , Wa sh . 

Wallula , Wa sh . 
Portland , Oreg . * 

Plummer , I daho 
Wel ls , Nev . 

Butte , Mont . 

Silver Bow, Mont . 

Twe nty - one Points ** 

Tota l 

Table 29 

Connect ing 
Carrier 

MI LW 
NP 
MI LW 
Other 
MILW 
GN 
NP 
PCRR 
Other 
MILW 
GN 
NP 
SP&S 
SI 
NP 
NP 
OE 
GN 
SP 
SP&S 
PT 
Other 
MILW 
SP 
WP 
MILW 
GN 
NP 
Other 
MILW 
NP 
Othe r 
MI LW 
GN 
NP 
SP&S 
Other 

De livered 
71 

4 
1, 435 

923 
348 
382 
574 

1, 542 
14 
29 

1, 359 
283 

11 
4, 060 
1, 802 

411 
77 
97 

21 , 634 
618 

3, 116 
2 

67 
1, 524 

530 
467 

3, 628 
937 

22 
1, 239 
1, 192 
2, 260 

181 
36 

546 
175 
341 

51,947 

F . D. No . 22688 

GES : 
OF GRANGER 

Carloads 
Received 

4,644 
11 

5, 414 
3, 797 

427 
183 
140 

5 
2, 323 

609 
5, 847 

442 
118 

8, 393 
2, 258 

227 
158 
297 

32, 671 
1, 368 
1, 503 

1 
704 

1, 191 
629 
694 

2, 882 
1, 538 

14 
1, 162 

717 
1, 599 

166 
115 
457 

7 
1, 963 

84,674 

Total 
4, 715 

15 
6, 849 
4,720 

775 
565 
714 

1,547 
2, 337 

638 
7, 206 

725 
129 

12,453 
4, 060 

638 
235 
394 

54, 305 
1, 986 
4, 619 

3 
771 

2, 715 
1, 159 
1, 161 
6, 510 
2, 475 

36 
2, 401 
1, 909 
3, 859 

347 
151 

1, 003 
182 

2, 304 
136,621 

*Includes North Portland and East Portland, Oreg . 
**The 21 points include 14 in Washington, 5 in Oregon, a nd 2 in 
Idaho , all of which had total interchanges of less than 500 
carloads each . 
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In Wyoming, Union Pacific originated 2, 683 cars of 
cal traffic and 4, 626 cars of interline traffic at 
·or points northwest of Granger . In Montana , 5, 136 
~s originated, and 5, 117 cars terminated , all local 
affic . At 17 major points in I daho , Union Pacific 
:ginated 39, 571 , and terminated 69,732 cars of local 

f fic , and interline traffic amounted to 18, 911 cars 
.ginated and 19, 624 terminated . Five points in Oregon 
counted for originati on of 7, 818 cars of local traffic 

6, 556 cars of interline traffic . Terminated car­
ads in Oregon totaled 33 , 105 local and 17, 612 inter ­
~e . Originations in Was hington amounted to 6, 875 
rs local and 6, 373 cars interline , while terminations 

e to 29, 676 cars local and 49, 610 cars interline . 
summary, lines north of Ogden and northwest of 

anger in 1963 showed 98, 549 cars ori ginated and 224, 476 
rs terminated at major points, and of the totals , 
ca l traffic accounted for 62, 083 and 137, 630 cars , 
pect ively . Terminations in I daho represented 40 

rcent of the total terminations in the region . 

The Union Pacific system south of Warner and Provo , 
e third region, consists primarily of the main line 

Los Angeles with very few branch lines compared to 
e re st of the system . In California , only two points, 
s Angeles and Victorville , were among the 30 most 
port ant points of origination for local traffic for 
e carrier in 1963 . At Los Angeles , 6, 819 cars of 
·c al traffic originated, and 2, 910 were originated at 
ctorville . For interline forwarded traffic, Los 
~e le s was the only California point to place in the 30 
st i mpo rtant origins for such traffic . In 1963 , there 
re 4, 910 interline forwarded carloads originated 
ere , which, added to local traffic originations , 
t a l s 11, 729 carloads originated in Los Angeles . As a 
st ination, Los Angeles ranked second in the entire 

·s tem for local traffic with 27,362 carloads , and first 
the s¥stem for interline received traffic (58,773 

arloads) . Only one other point in the State , Paramount, 
a lif . , located near Los Angeles , ranked in the 30 
st important points of destination for interline 

~ceived traffic with 3, 386 carloads . 

The following table shows the major interchanges 
·or the Union Pacific in California (1963 data adjusted 
o reflect unifications of carriers ): 
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Table 30 

MAJOR UNION PACIFIC INTERCHANGES : 
POINTS IN CALIFORNIA 

UP Connecting Carloads 
Station Carrier Delivered Received Total 

Barstow ATSF 24, 994 6,519 31,513 
Colt on ATSF 185 68 253 

SP 12,699 3, 450 16,149 
Daggett ATSF 47 47 
Los Angeles* ATSF 3, 027 998 4,025 

SP 15, 565 8, 426 23 , 991 
Riverside ATSF 205 205 

SP 3 3 
San Bernardino ATSF 3, 610 1,821 5,431 

SP 10 2 12 
Total California 

Interchange 60, 298 21 , 331 81 , 629 

*Inc l udes Long Beach and Los Angeles Harbor interchanges 
totaling 6 cars . 

At the above major California interchange points , 
Union Pacific interchanged 41 , 474 cars with Santa Fe and 
40 , 155 cars with Southern Pacific in 1963 . During the 
year , there were 14, 639 carloads originated , 89, 521 
terminated and 81 , 629 interchanged at ma j or points for 
each category in California . Obviously, some of the 
interline cars ori ginated or termi nated by Union Pacific 
in Cali fo rnia may also be included in the interchange 
total ; some local traffic may have originated and 
terminated in California thereby appearing in both 
respective totals ; and some overhead traffic may h ave 
moved on the Union Pacific wholly within California, 
thereby being counted twice . Of the 81 , 629 cars inter­
changed , nearly 70 percent were delivered by the Union 
Pacific to the Santa Fe and the Southern Pacific . The 
preponderance of terminations over originations and 
deliveries over receip ts of interchanged cars support 
the statement made earlier that westbound movements are 
greate r than eastbound over the line from Salt Lake 
City to Los Angeles . 

Because the Santa Fe and the Southern Pacific are 
the only class I line - haul railroads with which Union 
Pacific interchanges in California , a closer examination 
of the traffic is warranted as will be seen in later 
discussions of the merits of the proposed transactions . 
At Barstow, Santa Fe is the only interchange listed in 
Union Pacific Exhibit 5 . Of the 6, 519 cars Union Pacific 
received from Santa Fe , 6, 233 were terminated on the 
Union Pacific . Of the 24, 994 cars Uni on Pacific delivered 
to Santa Fe , 20 , 609 were overhead to Union Pacific and 
the remaining portion originated on its line s . 
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At Colton, both Santa Fe and Southern Pacific are 

ne c t i o ns and Southern Pacific interchanged 16,149 of 

e total 16,402 cars interchanged with Union Pacific . 

uthern Pacific delivered 3 , 450 cars to Union Pacifi c , 

1~hich 2 , 504 terminated on and 946 were overhead to , 

e Union Pacific . Over 75 percent of the total inter ­

a nge a t Colton was traffic delivered by Union Pacific 

Southern Pacific (12,699 cars of which 11,177 were 
g inated by Union Pacific ). 

In Los Angeles ( excluding Lo s Angeles Harbor a nd 

g Beach interchanges) , of the 28,016 cars Union 

cific interchanged, 12, 539 cars originated on the 
~on Pacific and were delive red to Southern Pacific , 

·1e 7,565 cars were received from Southern Pacific and 

~nated on the Union Pacific . Traffic overhead to 

~on Pacific which was interchanged in Los Ange l es 
a led 5,055 cars , of which Union Pacific delivered 

3 . The San Bernardino interchange for Uni on Pacific 

principally with Santa Fe (5,431 cars of which 1 , 648 

· nated and 2 , 676 ori ginated on Union Pacifi c ). 

To summarize , Union Pacific 1 s interchange traffic 

a jar points in California consists largely of cars 

g inating or terminating on the Union Pacific , the 
o r portion being interchanged with Southern Pa cific . 

r he ad Union Pacific traffic presents a different 
u re : although interchange with Santa Fe i s slightly 

er than that with Southern Pacific (41, 474 v. 40,155), 

t 76 percent of all Union Pacific - Santa Fe major 
e rchanges in California took place at Barstow, and 

h is , 20, 609 cars (or nearly half of the volume at 
or Uni o n Pacific - Santa Fe interchanges in California) 

·e overhead to the Union Pacific , and were delive re d 

Sa nta Fe . 

Only seven Union Pacific stations in the area from 

California-Nevada border up to , but not including 

e r and Provo , were listed in Exhibit 5 in one or 
oe of the lists of the 30 most important points for 
h of the following categories of traffic : local 

g inated (3 stations , 15, 774 cars) ; interline originated 

s t ations, 23 , 348 cars); local terminated (l station, 
5 cars )· and interline terminated ( 2 stations, 
85 cars) . The Utah and Nevada segmen ts of the route 

Los Angeles to Warner and Provo therefore originate 

traffic ( 39,122 cars ) than is termi nated ( 16, 000 

) and have no ma jor interchanges . 

s enger Service 

Union Pacific provides rail passenger service over 

e xtensive portion of its sytem . As of April 1969, 
s enger schedules were listed in The Official Guide of 

Railways for service over the following routes : 
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Council Bluffs - Cheyenne -Ogden- Salt Lake City- Los 
Angeles; Council Bluffs-Julesburg-Denver- Cheyenne ­
Portland- Seattle ; Kansas City - Salina -Denver; and Hinkle­
Spokane. Additionally , service is provided over several 
branch lines , in some instances seasonally or in mixed 
trains . Union Pacific passenger trains are operated 
between Council Bluffs and Chicago by the Milwaukee 
Road, and between Ogden and San Francisco by the Southern 
Pacific . 

During 1968, Union Pacific retired 278 passenger 
cars from service . As of December 31 , 1968, the 
carrier 1 s passenger car fleet was composed of the 
following : 

Car Type 

Postal 
Baggage 
Baggage-Combination 
Coach 
Sleeping 
Dining & Lunch-Cafe 
Club Lounge 
Auxiliary Steam Generator 

Total 

Number of Cars 

180 
83 
47 

155 
130 

48 
26 

2 
671 

The record indicates that although the Union 
Pacific has spent more than $100 million on passenger 
equipment since World War II its passenger traffic has 
suffered a steady decline . This decline was accelerated 
in 1967 and compared to 1966 the number of passengers 
carried ( l , ll8,424) declined 18 . 2 percent and NlSSenger 
revenues dropped $4 . 6 million or a decrease of 19 . 8 
percent . 

The downward trend continued in 1968 and comvared 
to 1967 the number of passengers carried ( 836, 193) 
declined by 33 . 8 percent and passenger revenues decreased 
$3 . 8 million or 20 . 7 percent . 

The following table has been constructed to show 
Union Pacific 1 s passenger deficit operations for the last 
10 years 1959- 1968 . 
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Table 31 

UNION PACIFIC DEFICITS FROM PASSENGER OPERATIONS 

Passenger Railway 
Oper~ting Revenues 

(000) 

$56, 942 
57,310 
58, 042 
60, 187 
57 , 378 
57,009 
55, 644 
54, 389 
42, 829 
20,591 

Net Passenger 
Expenses 
{ooo ) 

$99, 721 
92, 091 
84,675 
85, 997 
84,151 
80,824 
82, 803 
82, 131 
79,372 
60, 478 

*Net Passenger Railway 
Operating Deficits 

{6oo) 

$(42, 779 
34,781 
26, 633 
25, 810 
26, 773 
23 , 815 
27 , 159 
27,742 
36,543 
39, 887 

* Net passenger railway operating deficit may be over­
stated to the extent that such items of expense that 
have been included in net passenger expenses as 
allowable expense , would generally be disallowed by 
the Commission in dtscontinuance cases . (Source : 
Schedule 300 Form AJ . 

Employees 

The average number of employees in the Union 
Pacific work force declined from 40 , 565 in 1959 to 
31 , 887 in 1968 . As of December 31 , 1968, the work force 
included 537 executive personnel , 7, 409 professional, 
clerical and general personnel , 4, 929 mai ntenance of 
way and structure personnel, 7, 645 maintenance of equip­
ment and stores personnel, 2,733 transportat ion personnel 
other than train engine and yard personnel , 511 yard ­
masters , switch tenders and host l ers , and 8, 123 train 
and engine personnel . 

Financial Analysis 

Balance sheets and income statements of the Union 
Pacific , for the years 1964 and 1968 are furnished below . 
The statements for 1964 reflect the financial posture 
of the Union Pacific as of the date of the agreement in 
connection with the proposed Union Pacific - Rock I sland 
merger . The statements for 1968 have also been furnished 
in order to show the Union Pacific' s financial position 
as of the latest available date since the conclusion of 
the hearings on August 22, .1968 . 
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Table 32 

U"H::JN PACL 'IC ( TII CLUDING LEASED LINES)* 
BALA NCE SHES'IS AS OF 

_. D. o. 22688 

December 3l, __ lJ§~ p~ce~ber 31, l~§~ 
Current Assets 
Cash 
Temporary cash inve s tments 
S?ecial deposits 
Loans and notes receivable 
Traff ic and car-s ervice balances - I:r . 
Ne t balance rece ivable : rom agents a nd 

conduc tc rs 
Niscellaneous accounts r ece ivable 
Int erest and di vidends receivable 
Accrued accoun ts receivable 
:·:orking fund a dvances 
Prepayments 
I1a terial and s upplies 
Othe r Ctlrre~t assets 

Total current assets 

Special ::<'uJ1ds 
Si nki ng funds 
Capi ta l a nd other reserve f unds 
I nsur ance and other f unds 

To tal special fur. c'_s 

I:westments 
I nve s tments in affilic.ted Cos . 
0 t.he r i nves tments 
·tr=s erve for adjustment of inv es t ment in 

securit i es 
Total inves tments 

Properties 
Road and e -:Juipment property 

Tot8l tra ~s oortation p opecty 

Accr ue d de pr e cia t ion- :id . ~: .i.pip . 
Arr.o c tiz a t i on o f de ense pro j e cts -~d . & Equip . 

Re cor ded deprecia t i on a nd amor t izat i on 

Total transpor ta tio n proper~ less depr . 
& amort . 

His cellaneo.1s physical p roperty 
Accrued dep reciati on- miscel aneous phys i cal 

;:> r o:1 er ty 
Nis cella, eous physical property l ess depr. 

Total properties less depr. ·& amo::-t . 

Othec Assets and De .er r ed Char[es 
Other <J sse ts 
Una ~· ortized disco'lnt on l ong- t er m der t 
Other de ferr ed char ges 

To tal other assets & de fel"rec'. charfes 

Total Asse ts 

3?,22 , 936 
192,406,032 

92 , 038 
9, 959 

14., 738 ,001 

7, 8 77,552 
9,8 7,767 
2, 477 , 908 

27 ,124 , 055 
150 ,383 
443 , 413 

20, 42 6,162 
307,28 7 

-joB, 129,493 

4 
500 , 000 
215, 000 
715, 004 

78 , 020 , 317 
),8 , 8 74,277 

(19 , 140 , 514 ) 
_ _2.01 , 7bh,08o-
------ ----

1~73lz749 z 0Ll 
1,731,749,041 

~382,"43~ 993) 
( 29 , 77h,l94 ) 
(412 z2lOzl87T 

1,319, 538 , 1354 
--·-5o,295 ,-o94 

( 28 , l3l,33h) 
21 , 8t;3 , i6o 

1 , 3 L1,ho~bJL.-- - -- --- - --- - -- -- ----

3, 1•. 96, OJL 

32973,328 
7 ,_h62zJ32 

~i-l z 7.~5_, 1JG 0 , 52 3 

l R,548 ,392 
111,540,0 78 

177,914 
11,353 

19, 61 , 8 78 

12, 697 ' 760 
1 7,255,929 
1,205,296 

35 , 846, 835 
188 , 299 

3, &n , 621 
24 , 844 , 665 

589 , 8ll 
246,126, 831 

4 
1 67, 400 
337z000 
504 z4o4 

98 , 605 , 186 
49 , 602, 851 

(18 , 317 , 584 ) 
129, 890 , g 3 

- -----

2 zllhz073 z62l 

-2zllhz073zD2l 

(450,165 , 70 7) 
( 23 , 668 , 140) 
(473 z833;847) 

1, 640 ,239 , 777 
- 98";969; 187 

( 32, h70 , 372 ) 
66zh9B , 8l5 

l z 70"6 , 73~1.592 

6, 049 , 879 
135 , 105 

2z 996z822 
9 , l A1 , 824 

~2 , 092, 442 ,lOh 
-><1rrnolly owned subsidiaries : Oregon Shoct Line Railroad ·company; Oregon- \·:ashington 
:ta :!.lroa.d & ih vip;a t i on Co rr.pa.ny; Los An[' eles .~. Sa lt La ke TJ.ai.lroad Company; The St . 
J oseph & Grand I s l a nd TJ.aibvay Company; and Des Chutes Railroad Company . 
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Table 32 - Continued 

UHON PACITIC (INCLUDI'JG LEASED LIN?.S)* 
BALANCE S .l~E'I'S AS OF 

F. D. No. 22 688 

Decembe~]~L~~?.4 ~~~'!l?e~ _)l~ . 19.?8 

le 

er ta~ea accrued 
er c.u're nt lia':>i.litie s 

1btal current l iabili ties 

- t grm Debt Due Within l Year 
ipment obliga tions a nd other debt 

-~ .. g-term Debt Due Af te r l Year 
_, ded debt unmatured 

ipmen t obligations 
-~ .. nt s payabl e to affiliated Cos. 

Total lon ~- term debt due after 1 year 

~ ~urance reserves 
alty and other r eserves 

Total r eserves 

~ner Liabilities and Deferred Credits 
- - .. - .. . 

--~e r liabl il t l es 
ortized pr emium on l ong- t erm debt 

:·aer deferred credits 
·:crued deprec iation-leas ed proper ty 

1bt.il other l iabili t i :=s & deferred credits 

-~-.areholcers 1 F.qui ~: 
:.an ital stock-issus-total 

aui tal Surolus 
emiums and ass6ssments on capital stock 
i d-in-surplus 
e r cap i~al surplus 

1btal capital surp lus 

~ tained income-appropria t ed 
-unappropriated 

'lbtal r e tained income 

1btal shareholders 1 equity 

1btal liabilitie s and shareholcers 1 equity 

$ 22 ,193,ll.9 
965,093 
lh, 60l 

10, 532,102 
l,l7t , 832 

1.! 7,348 , 912 
15, 692,92 6 
13,lh6 , 549 

_ _ )., 657 ,on 

~,n7LH5 

--~ 525,_299 

109, 68 3,000 
ll,l03,135 

----~'5002 869 

13022872004 

30, 619,323 
l2 2032271 r4 

JJ2, 652 2067 

760,810 
1, 634,429 
3,528,210 

1,131 

5, 924,5RO 

317o~000 2 7~l 

4,327,919 
306, 802 

32408z359 
82043 2080 

51,225,426 
1,092,095 2191 
12143 23202617 

lz46Rz364 242 8 

$-12 765 24R0 2523 

$ 25, 691, 00 7 
1,1111, 692 
1,636, 750 

11,760, 885 
1,8o6 ,2ou 

59,239,002 
4,393,569 

11, 659 , 879 
L , 825, F% 

131,154, 872 

24268 72543 

100,620,000 
118,357,455 

320042304 

221 2 981~759 

26, 471, 8116 
72 722 2856 

34zl9Ltz702 

228,797 
1,057,212 
4, 678,077 

5z9642086 

299 2319 2231 

4,327,919 
1,2 68 ,365 
3z835 2 725 
92432,009 

123 65,707 2902 
lz 365, 707z 902 

lz 674 2459 2142 

$2 2092 2442zl04 
.:-/holly owned subsidiaries: Oregon Short Line _Railroad Company; Oregon-ivashington 
<>.ailroad & Navigation Company; Los Angeles & Salt Lake Rai lroad Company ; The St. . 
joseph & Grand Island :tail~·Ja.Y Company; and Des Chutes Railroad Company. 
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Tatle 33 

J NIO ' PAC F IC I' : CCIZ '~ . T.A TK ".:WS 4'0-:.. THE YEA 0.S 

.otal Operating Revenue s 

Operatin~ ~A~enses 

f\1aint.2n nee of' '''a,y e. nd structures : 
- c::xcl;-sive o:£: depreciation 

:!Je9recia ticn 
i':aintenance of equipment 

Exclusi e of depreciation 
Depreciation 

Traffic 
-='rc:.nsporta tion 
Hiscellaneous & gene r a l 

Total operating expenses 

Net revenue from railray operation 

·'tRilNa.y tax accruals 

F.a:i 1: ay ooera tinf i:1ccme 

Eer1 t income - Cr . 
~ents paya~ le - Jr . 

Net r ents - Dr . 

Net raihray oper a ti.nr income 

'lbtal othoT income 

Total income 

Tota l rr.i.sce1.laneous deductions 

Income available fo r fixed charge s 

Fixed Charges 
Con~ingent inter est (oth~ r ded ctions ) 

Thtal f i xed charges & contingent interest 

Ordinar y income 

Tb tal extraordinar y items (net ) 

Net income after fixed charges 
a nd other ded~ctions 
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53 , 190, 559 
E , 3c5, 991 

63, 713 , 036 
36, 571, 786 
14,341, 599 

190, 713 , 886 
30 , 295, 028 

~ 39j,T9l,~ 

133, 88 7,308 

6, 397 , 235 
23 , 779) 987 

(17 ' 3fi"2 ' 71§) 

54, 441 , 000 

107 , 909 , 218 

18 ,731, 691 

89,177, 527 

3, 713, 884 

3,713,884 

. $ 85 , 463 , 643 

!", D. No. 226.~8 

1968 

C595,031, 360 

(,2 ' 6t2 ' 732 
6, 7L5,365 

58 ,803 , 333 
45 ,2 7, 531 
16,179, 963 

220 ,025, 784 
37 , 366, 782 

. LSO, OOl , L90 

61, 916, 5?3 

8} ,113 , 297 

6, 2f7 , 912 
9, lt-2 ,296 

(2 ,87h, 384) 

ro ,23F , 913 

58, 497, 510 

138 , 73 6, 42 3 

24 , 910, 805 

113,825 , 618 

11,091, 413 

102 , 734 ,205 

t l02 ' 734, 205 
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Gross Railway Operating Revenues & Expenses 

Over the past decade the Union Pacific has expended 
great efforts in strengthening its competitive position 
by the following means : (l) selling or leasing 
industrial sites to traffic - producing firms j (2) expendi­
tures for new rolling- stock and transportation property 
and (3) development of a market and marketing research 
program) with the primary objectives of providing a 
transportation service consistent with the economics 
and needs of their customers . As a result of these 
efforts ) the benefits have been chiefly reflected in the 
Union Pacific's Transportation Divisions earnings . 

For the 10 year period 1959- 1968 Table 34) which 
immediately follows ) shows that Union Pacific ' s rail ­
way operating revenues increased from $515 . 8 million in 
1959 to a record high of $595 million in 1968 . The 
year 1967 was the only year after seven consecutive 
years of increased earnings that showed a revenue drop 
of 2 . 6 percent over 1966 . This temporary decline was 
attributed to the economic slowdown which reduced 
freight shipments ) strikes in several large shipper 
industries ) and higher labor costs . Union Pacific ' s 
1968 net revenue increase amounted to $21 million more 
than in 1967 and 5 . 9 million over 1966 . The increase 
in revenues for 1968 is attributable to freight opera ­
tions which have been increased by greater movements 
and general rate increases . Passenger and mail operations 
have been suffering a continual downward trend . 

Railway operating expenses ranged from $378 . 7 
million in 1959 to $450 million in 1968 . The increase 
in operating expenses ) in the last five years ) at least ) 
have been attributed to substantial wage increases ) 
increased cost of materials ) and maintenance of track 
and equipment . Its operating ratio for any year of the 
10- year period 1959 to 1968 was never higher than the 
75 . 6 percent computed for 1968 . This represents a 
favorable margin of operating efficiency . 

Net Railway Operating I ncome & Net Income 

As a result of its favorable margin of operating 
efficiency Union Pacific ' s net railway operating income 
rose from $36 . 9 million in 1959 to $80 . 2 million in 
1968 . Net income after fixed charges and other deductions 
increased from $66 . 2 million in 1959 to $102 . 7 million 
in 1968 . As further reflected in Table 34 its net income 
of $102 . 1 million for 1967 dropped below the record 
high of $109 . 8 million for 1966 . This decline in 
earnings was principally due to a slackening of trans ­
portation operations ( discussed above ) . However ) in 
spite of this decline in earnings Union Pacific ' s net 
i ncome for that period was the second best in its h i story . 
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I n connection with Union Pacific's earnings, it 
historically has had a very lucrative source of income 
from nonrailway operations, the excess of column D over 
column C. Over the past decade its income statements 
disclose that of the total amount of income available 
for fixed charges , an average of approximately 40 per­
cent was attributable to income from other than railway 
operations . 

- 130 -



. . ,o . 

Table 3h 

UNION PAC IFIC NET INCOME TREND 1959-196a 

Net Income After 
Total Rail1-1ay 'Ibtal Railway Ne t Railway Income Available Fixed Charges And 

Year Operating Revenue s Operating Expenses Operating Income For Fixed Charges Ot her Deductions 
(000) (000 ) (000 ) (000) (000) 

A B c D E -
1959 $515,767 $378,742 $36,957 $ 70,644 ~ 66,215 

19(/J 494,184 359,741 32,835 71,723 67, 658 

1961 h99,32h 360,799 31,814 75,317 72' 305 

.... 1962 512,125 370,157 h6,775 85 , 6L.4 82,u9o 

"" .... 1963 519,104 372,132 51,112 88 ,003 84,222 

1964 529,079 395,192 53,468 89,178 85,464 

1965 5h9,190 403,683 66,944 97,235 93,755 

1966 589,138 425,002 86,256 115, 468 109,792 

1967 574,020 428,966 81,458 112,302 102,133 

1968 595,031 450,001 80, 239 113,826 102,734 

,.. 
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Wor king Capi tal 

Table 35, next following , discloses that for the 10 

yea r period , 1959 through 1968, Union Pacific showed an 

average monthly working capital requirement of some 

$29 .3 million . As of December 31 for each of the above 

ye a rs current assets exceeded current liabilities on an 

average of $136 million, or more than 4 months working 

capi tal needs . During the entire 10 year period in no 

year were current assets less than 1 . 7 times the amount 

of current liabilities . As seen Union Pacific ' s avail ­

ab l e working capital far exceeded its working capital 

needs for conducting orderly operations . Accordingly, 

e x cess working capital funds were available for other 

corporate needs and reducing the necessity for borrowing . 
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Table 22. 
UNION PACI"'IC WO"'.KJNG CAPITAL 1959-~968 

Tota l Operating Monthly Average 
Total Current Total Current \\rorking Expenses Less ~·lor king Capital )/or king 

Year Ass e t s Liabilities Capital Depreciation Requirem"'nt Capital ;?.a tio 
(000) (000) _ (oooL (000) (0002 __ -----------

1959 ~plRO , 962 $lC3, 52 l $ 77 , 4hl ~3h5 , 996 ~28 , 8 33 1.7 

l96o 200 ' 578 112 ' 9.:9 fl 7 , 589 336 ' 562 28 , OL~ 7 1.8 

1961 216, 232 111, 350 104 , 88.2 322 ' 766 26, 897 1.9 ~ 

v... 
v... 1962 255 , 60L! 109, 227 146, 3 77 331 , 054 27 , 588 2 . 3 

1963 338 , 495 130,932 207, 563 330 , 704 27 , 539 2 . 6 

1964 308 ,129 n L, 727 193 , 402 352 , 254 29 , 355 2 . 7 

1965 254,590 110 , 651 143 , 939 357 ' 741 29 , 812 2 . 3 

1966 278 ,020 116, 492 161, 529 37L. , 197 31,183 2 . L 

1967 246 , 006 123 , 431 122 ' 575 374 , 393 31, 200 2. 0 

1968 2L.6 ,127 131, 155 114 , 972 395 ,039 32 ' 920 1.9 
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Rate of Return 

As a result of Union Pacific's continuous efforts 

to improve and expand its rail operations~ previously 

discussed~ it has realized a steady increase in its 

rate of return on investme nt. Calculations in Table 36 ~ 

next following~ have been made showing the ratio of net 

railway operating income to investment in road and 

equipment~ less accrued depreciation and amortization 

plus cash and material and supplies . The foregoing 

formula being the generally accepted test to determine 

the adequacy of railway earnings. This is especially a 

fair and accurate test in connection with the Union 

Pacific which has embraced in its corporate earnings 

records a substantial amount of nonrail income. ' 

From 1959 to 1961 Union Pacific's rate of return 

was below the overall average rate reported for the total 

Western District railroads . However~ from 1963 to 1968~ 

for six consecutive years~ it exceeded the average rate 

of return on investment shown for all of the Western 

District railroads . Union Pacific points out that in 

recent rate cases the Commission has held that a rate 

of return of less than 4 percent was inadequate. See 

Increased Frei ht Rates 1 6 332 I.C.C. 280~ 289 (1968). 
Table 3 ~ shows that for the last four years 1965-1968~ 

Union Pacific's rate of return on investment went above 

the 4 percent level cited in the above mentioned 

proceeding . 
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Table 36 

UNION PACJFIC Rf' TE OF RE'J,'URN ON NET INVES'IMENT IN TFANSPORTA TION PIDPERTY 

Investment In Depreciation & Net Net Icy" . Opr . Percent Percent 
Year Property, Cash & M&S Amortization Investment Income Union Pacif ic Western Distr i ct 

(000 ) (000) (000) _(000) 

1959 $1,634, 655 $335 ,731 $1,2 98 , 92L ~36 ,95 7 2. 85 3.08 

1960 1, 675,591 35L ,45o l,32l , l!Jl 32,835 2. 49 2.59 

1961 1, 691, 273 373 ,966 1,317,307 31 , 814 2. L!2 2. 77 

1962 1, 692 , 006 391,002 1, 301,00L 46 ,775 3. 60 3. 27 

~ 1963 1, 734, 796 408 , 061 1,32 6, 735 51,112 3.85 3. 60 (...I 

CJl 

196L 1, ?fl. 3, 361 L12, 211 1, 371,150 53 , 468 3. 90 3· 43 

1965 1, et2, ?oL: 1,19, 69L 1, LU , ol0 66 , 91JL. 4. 64 3. 85 

1966 2 , 031· ' 997 L.L2 , 345 1, 592 ' 652 86 , 256 5. L.1 3. 93 

1967 2, 1L6, 702 L72 ,L88 1, 674, 2lL. e1, L58 L. P. 7 2. 73 

l96E 2 J 156, 62 3 I173, 83L l , 682,789 80 ,239 4. 77 NA 

NA - ~ot available . 
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Long - Term Debt 

In the last four years , 1965 to 1968, the Union 

Pacific incurred equipment obl i gat i o n s and made other 

financing arrangeme nts for n ew equipment acquis i tion s 

and othe r property improvements . Such additional 

financi ng increased it s lo ng --term obligations substan ­

tially but was ne cessary in order to continue its 

equipment program and at the same time main tain an 

adequate working capi tal position . I t is also noted 

that Union Pacific ' s e quipme n t program has enabled it 

to maintain a high earning level and this , in tu rn, has 

contributed to the stre ngth of the company . 

Union Pacific ' s total long - term debt (including 

amoun ts due and payable within one ~ear ) for the 10 year 

period 1959 to 1968 averaged about ~ 173 mill i on annually . 

I ts l o ng - term debt due within one year was almost $46 

million in 1959, none for 1960 and 1961, an average of 

$3 .4 millio n f or 1962 through 1965 and $17 .8 mill i o n , 

$21 .1 millio n and $24 .7 million for 1966, 1967 and 1968, 

re spe c t ively . 

Returning to Table 34, for the 10 year period under 

discussion, funds ge nerated by net income alone averaged 

almost $88 millio n annually . The co nc lusion is 

warranted that Uni on Pacific ' s net income has historically 

been sufficie n t to se rvice its e quipme n t obligation s a nd 

other debt due within one year without resorting to the 

use of fu nds generated by charges to depreciation . 

Furthermore , the e x cess of fu nds provided by net 

income over a nd above the amount required by its long­

term debt due within o ne year i s available for 

(l) workin~ capital , ( 2 ) prepayment of lon6- term obl i ga ­

tions a nd \ 3 ) add i t i o nal capital i mproveme n ts . 

Fixed Charges a nd Contingent Interest 

For the 10 yea r p eri od 1959 to 1968 Uni on Paci f~c ' s 

fixed charges and co ntingent interest aggregated $52 .6 

million or an average o f $5 . 2 million a nnually . Tabl e 

34 shows that hi sto rically Union Pacific has ge ne ra ted 

suffici e nt net income from railway operations alone to 

meet i ts fixed charges withou t depending on net inc ome 

from othe r tha n railway operations . Even though its 

fixed charges have mo re t han doubled in the 10 year 

period cons i de red it has consistently had ava ilable 

income several times the amount o f fixed charges . 

Table 34 also s hows t hat after including income 

from all other sources Union Pac i fic ' s income available 

for fixed charges would have amounted to $919 .3 million 

over t he 10 year period o r a n annual average of $91 . 9 

million . On this bas i s i ts average annual income 

availabl e for fi xed charges would have bee n 17 . 5 times 

large r than its total fixed charges for that period . 
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... axes 

As a result of its profitable operation of trans ­
portation and nontransportation facilities the Uni on 
Pac i fic infue last 10 year period (1959 - 1968 ) has accrued 
large amounts of Federal income taxe s . The following 
tab le has been included to show the approximate portions 
of Federal income t?xes that were applicable to its Oil 
and Gas operations . t as compared to its Transportation 
and Other I ncome earnings ) and its contribution to 
Federal income as a substantial taxpayer . Any decreases 

n Federal income tax accruals beginning with 1962J 
applicable to Transportation and Other Income can be 
attributed principally to ( a ) decline in taxable 
income ) ( b ) allowance of depreciat i o n rate s based on 
new guidelines ) ( c ) investment tax credit and ( d ) reduc ­
tion in the tax rate . 

Table 37 

UNION PACIFIC FEDERAL INCOME TAXES 1959- 1968 · 

ar 

59 
60 
61 
62 
63 
64 
65 
66 
67 
68 

Oil & Gas 
( 000 ) 

$5)863 
6 J 717 
7 ) 819 
7 J 090 
6) 535 
4 J 900 
3)009 
3)260 
3 J l41 
1 J 510 

Transportation & 
Other I ncome 

( 000 ) 

$32)666 
36 ) 376 
44) 261 
28) 511 
31 ) 565 
18 ~ 400 
21 ) 891 
20) 841 

9)959 
10) 290 

Total Taxes 
Accrued 

( 000 ) 

$38) 529 
43 ) 093 
52J080 
35 )600 
51 )769* 
23 ) 300 
25 )700 
24 ) 100 
13 ) 100 
12J 8oo 

Inc l udes $13 . 7 million charged to Retained Income in 1963 
· ~presentirg taxes applicable to gain o n sale of property 
~ch was also included in Retained Income . 

ipme n t Renta ls 

The Union Pacific preliminary report to stockholders 
fo r the year 1967 reported large scale a cquisitions of 
new railroad equipment totaling $131 . 5 million . This 
p rogram resulted in reducing its equipment rental payments 
a nd which in 1967 were 62 . 5 percent of 1966 rentals . 
Over a five year period from 1963 to 1967J net charges 
f or equipment rental declined a total of $16 . 8 million . 
Ge ne rally) the declines have been attributed to 
(a ) increase in net per diem rental for exchange of 
f reight cars with other railroads ) ( b ) increased rentals 
received for e quipment leased to Pacific Fruit Express Co . J 
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and the Rock I sland ·railroad and ( c ) reduced mileage 
payments for refrigeration cars due to a smaller volume 
of perishable commodities handled by the Union Pacific . 
The decline in net charges for equipment continued in 
1968 a nd the decrease amounted to $1 . 7 million compared 
to 1967) but rental of equipment for increas ed piggyback 
operations tended to offset this decrease . 

Debt -Equity Ratio · 

An analysis of Union Pacific ' s balance sheets for 
the last 10 years 1959 to 1968, to determine its long­
term debt trend , discloses that its ratio of tot al 
long- term debt to total long- term debt and shareholders' 
equity never exceeded 14 percent and averaged only 9 
percent over the entire period . 

Furthermore, based on a ·computation which includes 
Union Pacific ' s total debt as of December 31 , 1968, it 
had a ratio of total debt to combined total debt and 
shareholders ' equity of 20 percent . This would still 
be most favorable , considering that the Commission ' s 
satisfactory limit ranges from 50 to 70 percent . 

Motor Carrier Operations Financial Data 

The Union Pacific Stage Company is a wholly---owned 
subsidiary of Los Angeles and Salt Lake City Railroad 
Company , whose capital stock is owned 50 percent by the 
Union Pacific and 50 percent by the Oregon Short Line 
Railroad Company . The capital stock of the latter 
company is wholly owned by the Union Pacific . The 
Stage Company ,terely acts as agent of the Union Pacific 
in completing transportation for it between Eas t Los 
Angeles, San Pedro, Glendale and Anaheim, Cali f . , of 
rail passengers, baggage and express from or to points 
beyond Los Angeles . The Union Pacific furnishes all 
the equipment required for this service , accrues all 
revenues received and reimburses the Stage Company for 
all expenses incurred . 

The Union Pacific Motor Freight Co . is controlled 
by the Union Pacifi.c through stock ownership . It is 
autho rized to operate as a motor common carrier in 
interstate or foreign commerce , pursuant to certificates 
i ssued in No . MC-110388 and various subnumbers thereunder , 3 2 

3 2 
No . MC - 110388 (Sub - Nos . 2 , 4, 5, 6, 8 , 9 , 10, 11 , 

13, 14, 16 , 17, 19, 20, 22, 23 , 28, 29 and 30 . 
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e r regular routes which generally parallel the lines 
its parent rail carrier . All such authority is 
t ricted to service which is auxi llary to or supple ­
t al of the rail service of Union Pacific . Princ i pal 
~es in the midwest are between Council Bluffs, I owa 

Denver , Col o ., and between Kansas Ci ty, Mo ., and 
y enne, Wyo. At the close of the year 1968 it owned 

_ units of revenue equipment consisting of 13 trucks , 
truck- tractors , and 404 semitrailers . However, it 

noted that only 184 units were used principally in 
ercity se rvice . The se units operated 359,532 mi le s 
·nter~ty highway service, carried 217 , 024 tons of 
enue freight and realized revenues of $315,753 from 

ese operations . The record indicates that the Motor 
ght company is predominantly a local -carrier and 

r the year 1968 it reported freight revenue s realized 
m local cartage service of $2, 851,159 . 

Its balance sheet as of December 31, 1968, shows 
al assets ag~regating $2,682, 957 , consisting of 
rent assets ~613,272, composed of cash $4, 652, special 
osits $897, accounts receivable $548,475, prepay-
t s $26, 253 and material and suppl ies $32, 995; carrier 

e rating . property less reserve for depreciation 
2 .068, 265 and intangible property less reserve for 

o rtization $1,420 . Liabilities were : Current 
bilities $358,339, composed of payables to affiliated 
panies $5,646, accounts payable $248, 659, wages 
able $23 , 293 , taxes accrued $70,375 and other current 
bilities $10 , 366; long-term debt due after one year 

87,928; deferred credits $87,253; reserves $42, 098 ; 
pital stock $5,000 and earned surplus - unappropriated 

702, 339 . 

Income statements for 1966, 1967 and 1968, show 
e rating revenues of $2, 844, 262, $2, 624,119 and $3,168,186, 
t income of $167,458, $194,426 and $185, 967 before . 
~vision for income taxes and $148, 441, $44,284 and 
1,513 after provision for income taxes , respectively . 

~eliminary Findings and Conclusions, Economic and Financial 

As stated earlier in the description of its opera ­
ions , the Union Pacific system is one of the major rail 

u tes through the central corridor ; it also penetrates 
e northern and southern corridors ; and the Union 

a cific is a vigorous participant in traffic moving 
rough all three corridors between areas west of the 

o cky Mountains , on the one hand , and, on the other, 
ast of the Mississippi River . The carrier's plant and 
quipment are modern and well - maintained . Continued 
c quisitions of freight cars and locomotives and improve ­
e nts to fixed facilities tog ether with market research 
r ograms and sale and lease of industrial sites to 
r affic producing firms have all substantially increased 
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transportation earnings . Nonrailroad income and income 
from investments and other sources in substantial 
amounts have added to the stability of the carrier rs 
earnings . 

During the past decade J Union Pacifie rs freight 
traffic has exhibited stability of consist and growth . 
The average length of haul and revenue load per car 
have increased generally as have tonnage J ton - miles 
and freight revenue . Interline traffic has consistently 
represented somewhat over two - thirds of Union Pacifie rs 
total carloads handled . Overhead traffic alone has 
accounted for roughly one - fourth of total carloads . In 
terms of commodity mixJ Union Pacific is not heavily 
dependent on any single commodity or grou~ of very 
closely related commodities ( e . g . J grains )J to the 
extent that its viability would be jeopardized by 
severe seasonal or even cyclical downtrends in the 
movement of such traffic . 

Union Pacifie rs major routes carry substantial 
amounts of traffic J acting as a fu nnel between the 
Missouri River andfue Pacific Coast for traffic moving 
between points east and southeast of the Missouri River 
and points throughout the area west of the Rocky 
Mountains . The line to Los Angeles appears to be 
primarily a route for traffic originating or terminating 
in the Los Angeles area J both on Union Pacific lines and 
those of its only class I railroad connections J Santa 
Fe and Southern Pacific . A few points in the southwest 
corner of Utah are major traffic originating points on 
the Los Angeles route . 

The route to Portland from Granger carries somewhat 
greater traffic than the Los Angeles route . Well over 
half of the traffic originated or terminated on Union 
Pacifie rs lines north of Ogden and northwest of Granger 
was local traffic for the carrier and terminations in 
I daho exceeded those of any other State served by the 
described lines . Traffic over the Portland - Granger 
route is generally heavier eastbound than westbound . 
Nearly 40 percent of the Union Pacific interchanges in 
the region occurred at East Portland with the Southern 
Pacific and the bulk of this traffic either originated 
or terminated at poin ts o n Un i on Pacific . 

Traffic moving entirely through the central corridor 
to and from points east and southeast of the Missouri 
River gateways is handled by Union Pacific between those 
gateways and Ogden a nd Salt Lake CityJ where it is 
interchanged with Southern Pacific and Western Pacific J 
respectively . This traffic plus the traffic to and 
from points on the Portland and Los Angeles routes moves 
a l most entirely over the line from Granger through 
North Platte to Gibbon . The latter point is the junction 
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f routes from Omaha and Kansas City . Traffic density 
total of both directions ) between Granger and Gibbon 
anges from 40 .0 to 53 .4 million average gross tons per 
ule . From Ogden through Granger to Omaha and Kansas 
ity, traffic is predominantly eastbound . 

At Ogden, Union Pacific ' s interchange with Southern 
acifi c is far and away the largest single interchange 
lth any carrier . Southern Pacific delivered 203 , 365 
ars to Union Pacific and received 100, 508 from Union 
acific for a ratio of eastbound over westbound of 
etter than 2 to l . The total interchange , 303 , 873 
ars , represents almost 29 percent of Union Pacific ' s 
otal interline carloads in 1963 . Cons i deri ng only 
ridge traffic , 264, 219 of the cars interchanged with 
outhern Pacific at Ogden were overhead to Uni on Pacific 

and represented 69 percent of all overhe ad carloads 
handled by Union Pacific . Clearly Union Pac i f i c must 
and does work closely with Southern Pac i fic for a 

arge portion of the traffic moving through the central 
orridor , and must maintain interchanges for much of 

e same traffic at the Mi ssouri River gateways , which 
onsist of Kansas City, St . J oseph and gateways grouped 
rou nd Omaha . 

At the Omaha gateways ( including Omaha , S . Omaha , 
ouncil Bluffs, Fremont and Grand I sland ), Union Pac i f i c 

interchanges with seven class I line - haul ra i lroads , 
t St . J oseph with five , and at Kansas City with ll . 
eliveries to .eastern connections .far exceed receipts 
rom them (427, 845 vs . 288, 894 cars ) at the Missouri 
iver gateways . Nearly 60 percent of the total inter­
hange (716, 739 cars ) took place at the Omaha gateways . 
he Fremont and Grand Island interchanges are used for 
re - blocked and through- train operations with North 
estern and Burlington , respectively . At Gr and I s l and , 
he Burlington interchange accounted fo r 83 pe r cen t of 
he total cars Union Pacific and Burlington i nte r changed 
t the Omaha gateways and was primari ly westbound 
57 , 657 cars compared to 29, 671 cars eastbound ) . Table 
4 shows the connecting carriers ranked in order of 
nterchange volume at the Missouri River gateways . 

I t is readily apparent that for much but not all 
Jf Union Pacific ' s bridge traffic which moves through 
he Missouri River gateways to and from points east of 
he Mississippi River and I llinois gateways , a minimum 

of four line - haul railroads and three interchanges are 
required . For traffic moving the same way, but from 
origin points or to destination points on Union Pac i fic , 
a minimum of three line - haul carriers and two inter­
changes are required . 
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Principal exceptions to the above are provided by 
the Norfolk a nd Western interchange with Union Pacific 
at Omaha ( to a limited extent) and Kansas City (90, 019 
cars in 1963 ) as well as Frisco and Gulf , Mobile & 
Ohio at the latter point, and at Omaha - Council Bluffs, 
the I llinois Central also provides an exception . The 
Illinois Central , the Frisco and the Gulf all have 
lines serving a limited area east of the Mississippi . 
The Norfo l k & Western , of course , now serves much of 
the northeast part of the Unjted States and traffic 
moving between points Dn that system and points on 
Union Pac i fic require but one interchange . 

Summarizing the financial data reviewed previously 
herein, it is apparent that Union Pacific is a 
financially sound railroad . Historically, the carrier's 
earni ngs have been such that funds were always avail ­
able to service i ts long- term debt due within o n e year , 
meet its fixe d charges, and maintain a very favorable 
debt - equity ratio . Working capital -has been more than 
adequate for conducting orderly operations . 

Dividends on Union Pacific stock have been paid 
consistently in each year since 1900 . The annual rate 
excluding a 20¢ extra, was increased from $1 . 80 to 
$2 . 00 a share in December 1967 . The increase was the 
first since 1964 . In 1968, dividends paid on common 
and preferred stock amounted to $47,858,470 . 
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SOUTHERN PACIFIC 

rporate His tory 

Southern Pacific's corporate history and the Qevel opment 
~ i ts system lines of railroad are detailed in Control o{ 
~ntral Pacific bv Southern Pacific, 76 I.C.C. 50S, s uppl amental 
-~port 317 I. C.C. 469, and supplemental report on recons id eration, 

_8 I.C.C. 345 (the Central Pacific case), St. Louis S . W. Rv . Co. 
t rol, 160 I . c .c. 175, and supplemental report, 180 r. c .c. 
, (the Cotton Belt case), and several other proceedings. 33 

- e first corporate antecedent of the Southern Paci f ic was the 
ntral Pacific Railroad Company, incorporated in Ca l ifornia 

1861. The latter, under the provisions of what i s popularly 
erred to as the Pacific Railroad Acts~~art i c ipate j 5n t he 

nstruction and operation of a portion of t he fi rst tra n ~­
tinental line of railroad. Such portion ran ea st fr om 

a cramento, Calif ., and connected at Promontory, on ~~Y 1r , 
' S69 , with the other segment built by the Union Paci f i c west~ard 

~= om Council Bluffs. Pursuant to authority granted i~ t he 
itial Central Pacific case, the old Southern Pacific CoQpany, 

ncorporated in Kentucky i n t 3S4 , a cquired control of the 
ntral Pacific Railway Company , t he latter successor-in-interest 
all the franc hises and properties of the old Southern Pacific 

mpany, among other things, merged into itself the properti es 
f the Central Pacific. 

As of December 31, 19 68 , Southern Pac i fic's iffiQediate 
redecessor carrier company was aut horized to issue 35,667,108 
hares of no par value common s tock, each share entitled to 
ne vote. On such date, i t had outstanding 27,141,366 shares 

~hich were widely dis tributed among 84,285 shareholders with 
~ h e largest shareholder, a brokerage concern, holding 3.7 
e rcent . The previously discussed special session of the 
aring held to determine identity of stockholders, and ~~rhich 

. .-as referred to in connection 1vith Union Pacific stock mvnership, 
al so embraced holders of Southern racific stock. On the record 

eveloped, the findi ng may properly be made that no individual 
r group of a ff iliated individuals own sufficient stock in 
outhern Pacific to warrant a finding of "control" within the 

... eaning of the principle enunciated in the Refiners case. 

33Southern Pac. Co. Reincorporation, 267 I.C . C. 523, 
outhern Pacif i c Co . Merger, 312 I . C. C. 59 8 , Southern Pac. Co. 

~erger, 327 I.C.C. 38 , and Southern Pacific Transnortation Co .­
~1erger, 334 I. C. C. 866, t he last named herein called the SPT 
Ierger proceeding . 

3412 Stat. and 13 Stat . 346, enacted in 18 62 and 1864, 
respectively. 

- 143 -



F. · .:o. 226 

Subsequent to the close of hea rin in t hese procee ings 
and pursuant to authority grantel in the SFI ~er,er proceeding 
the original applicant (S out hern Pacific C0mpany; effectuate 
a corporate reorganization . Unier the ap r oved plan of 
reorganiza-tion, consummated. 1·ove:nber 26, 1969 , stockholders 
of the orig.inal applicant became stockh ol:l.ers of SPC on the 
basis of a share f or share exc hange of common stock; authorize 
capital stock of the present Southern Parific continued the 
same as t he outstanding shares ( 27,141,366 ) as above - describe 
for the predecessor- in- interest company; the board of directors 
of Southern Pac ifi c and ~·PC continued with the same persons who , 
immediately prior to merger, held corres ponding positions with 
the pre J ecessor card .r company; and. a l so upon consummation of 
the m~rger Southern Pacific ac quired all assets anrl assumed all 
liab ilities of the li quidating company and similarly acqui red 
all of the l atter's rights, privileges, powers and franchises. 
Pu rsuant to order of the Commission in these proceedings, dated 
JanHary 30, 197 0 , Southern .. acific and S . C 'vere j oined as 
parties applicants . 
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bsidiaries , Affiliates and I nvestments 

Southern Pacific owns approxi mate l y 98 percent of 
e stock of the St . Louis Southwestern Ra ilway Company, 
ich , i n turn , owns all of the stock of the St . Louis 
uthwestern Railway Company of Texas , herein called 
e Cotton Belt or SSW. The Cotton Be l t ho l ds a :100 
rce nt stock ownership in the Dal l as Terminal Railway 
Union Depot Company and less than a 50 percent interest 

vari ous other companies which perform bri dge , termi -
1 . or switching services . 

Southern Pacific or its subsidiaries have a number 
noncarrier subsidiaries , including Southern Pacific ' s 
percent stock ownership in Southern Pacif i c La nd 

~pany . The latter owns 9 . 57 percent of the common 
pital stock of Western Pacific . As previous l y 
ntioned Southern Pacific and Union Pac i f i c are joint 
ners of PFE . 

Southern Pacific or its subsidiaries own 100 percent 
the following motor and pipeline carri ers : 

Louis Heller, Inc . ( intrastate motor carrier ) 
Pacific Motor Transport Co . 
Pacific Motor Trucking Co . 
Southern Pacific Transport Co . 
Southwestern Transportation Co . 
Pacific Petroleum Pipe Lines , Inc . 
Southern Pacific Pipe Lines , Inc . 

e pertinent operations in interstate or foreig n commerce 
the motor carrier subsidiaries are la ter described . 

Southern Pacific has varying percentage stock 
t erest in a number of rail terminal a nd switching 
mpanies and a 100 percent stock ownership in the 
! lowing short-line railroads : Holton I nter -Urban 
ilway Company, Northwestern Pacific Ra i lroad Company, 
t aluma and Santa Rosa Railroad Co ., San Diego & 
izona Eastern Ry . Co ., Tijuana & r ecate Rai l way Co ., 
d Visalia Electric Railroad Co . I t also owns a 33 - l/3 
rcent stock interest in Central California Traction 
mpany and a 50 percent stock interest in each of the 
llowing : Oregon, California & Eastern Ry . Co . , 

ortland Traction Co . , and Su nset Railway Co . The four 
a rriers named immediately above also are short - line 
ilroads . 

cope of Operations , Plant , and Equipment 

Southern Pacific operates 11, 761 miles of road in 
ght States , comprised of 11 , 374 miles company owned , 

84 miles operated under trackage rights and approxi ­
a tely 3 miles operated under lease . The carrier 
l assifies 6 , 003 miles as main line and 5, 758 mile s as 
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branch line. Road mileage totals for each of the States 
served are : California, 4,174; Texas, 3,309; Oregon, 
1,305; Arizona, 1,047; Nevada, 656; Louisiana, 643; 
New Mexico , 516; and Utah, 111. Total track mileage 
operated is 18,460 miles . 

The Cotton Belt system operates 1,566 miles of 
road in six States , comprised of 1,302 miles owned by 
it and 264 operated under trackage rights . The carrier 
classifies 1,134 miles as main line and 432 miles as 
branch line . Mileage totals for each State are : Texas, 
616; Arkansas, 570; Missouri, 219; Illinois, 122; 
Louisiana, 38; and Tennessee , 1 . Total track mileage 
operated is 2,279 . 

Southern Pacifi c ' s lines constitute one of the two 
major rai l routes through the southern corridor . Its 
Sunset Route extends from Los Angeles eastward to New 
Orleans, through Wellton, Sentinel (al s o Phoenix) and 
Tuscon, Ariz., Deming, N. Mex ., El Paso, San Antonio, 
and Houston. The portion of the route fro m Los Angeles 
to El Paso together with its route ~om El Paso to Santa 
Rosa , N.Mex., comprise Southern Pacific' s portion of 
the Golden State Route, the remainder of which is over 
the Rock Island's previously described Santa Rosa ­
Kansas City route~S Brom Houston the Southern Pacific 
has lines in Texas extending northward to Shreveport, 
Fort Worth, and to Denison through Corsicana and Dallas, 
and southward to Galveston and Brownsville, through 
Beeville . I t also reaches Brownsville fro m San 
Antonio over a line through Beeville. 

In California, Southern Pacific operates over two 
routes between Los Angeles and San Francisco, the Coast 
Line Route through Santa Barbara, Santa Margarita and 
San Jose, and the San Joaquin Valley Route through 
Mojave , Bakersfield and Fresno . From the San Francisco 
Bay area, its Overland Rou t e runs eastward through 
Reno , Nev ., to Ogden)6 and its Shasta Route runs 
northward to Portland. On the latter route , two 
alternate lines run between Black Butte , Calif., and 
Eugene, Oreg., one through Klamath Falls, Oreg . ( the 
Cascade Line), the other through Roseburg, Oreg . 
(The Siskiyou Line). At Klamath Falls, a route goes 
southeast to Fernley, Nev., on the Overl and Route. 

35rhe segment of the Rock Island route between Santa 
Rosa and Tucumcari is operated and maintained by the 
Southern Pacific . 

36 
There will be later detailed in the discussion of 

Western Pacific's lines, the operations which the 
Southern Paci fic conducts over the Western Pacific's 
tracks. 
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Operations of the Southern Pacific previously named 
subsidiary and affiliate short - line carriers follow : 
Holton Inter- Urban operates 10 . 5 miles of road in 
I mperial County, Calif . ; Northwestern Pa cific 328 miles 
of road in the northern California coastal counties 
between San Francisco Bay and Humboldt Bay; Petaluma 
and Santa Rosa 30 miles of road in Sonoma County, Calif . ; 
San Diego & Arizona Eastern 136 miles of road in San 
Diego and I mperial Counties , Calif . ; Tijuana & Tecate 
44 miles of road in Baja, Calif . , Mexico , connecting 
t he eastern and western segments of the San Diego and 
Arizona Eastern; and Visalia Electric 34 miles of road 
in Tulare, County, Calif . 

The Sunset operates 50 miles of road in Kern County, 
Calif . ; Central California Traction 53 miles of road in 
Sacramento and San J oaquin Counties , Cal if .; Port l and 
Traction, 36 miles of road in the vici nity of Portland , 
Oreg . ; and Oregon , California & Eastern 66 mi l es of road 
in southern Oregon . 

Through its subsidiary, Cotton Belt , the Southern 
Pacific reaches the Memphis and St . Louis gateways . 
The Cotton Belt's main routes extend in Texas from Fort 
Worth and Dallas to Mount Pleasant; from Gatesville 
through Waco , Corsicana and Tyler ( there connecting with 
a line from Lufkin) to Mount Pleas ant and from Mount 
Pleasant to Lewisville, Ark ., there connecting with a 
line from Shreveport . From Lewisville , a line extends 
to St . Louis northeast through Brinkley, Ark ., and 
Thebes , I ll . Memphis is reached by a route from 
Brinkley, utilizing tracka ~e rights over the Ro ck I s l and 
line between Brinkley anci Briar~ Ark . Points of connec - ..... ~ 
tion with Southern Pacific are Corsicana , Athe ns , Fort 
Worth, Dallas, J acksonville , and Lufkin, Tex., and 
Shreveport, La . 

Locomot ives in service on the combined Southern 
Pacific - Cotton Belt as of December 31, 1968, tota l ed 
2, 141 units of which 1, 213 were multiple purpose diesel 
units , 651 were diesel switching units , 178 were diesel 
freight units and 99 were diesel passenger units . Of 
the 2,141 units in service , 926 or about 43 percent were 
purchased after December 31 , 1959 . 

Table 38, which follows, shows the comb i ned 
Southern Pacific and Cotton Belt freight car fleet as 
of December 31, for each of the years 1963 throu~h 1968 . 
With the exception of gondola , refriserator and other" 
cars {principally stock and tank cars ), each type of •· 
car shows a ne t increase in 1968 over 1964 . During 
this period the total number of cars has declined slightly 
{approximately 2 percent ) while the aggregate capa city 
of the car fleet has increased slightly ( approximately 
5 pe rcent) . 

The passenger car fleet will be discussed later in 
the section dealing with the carriers ' passenger service. 
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'The next two sections discuss Southern Pacific 
and Cotton Belt freight traffic data on an individual 
carrier basis . Because the two carriers form end - to -
end routes and under their parent - subsidiary relation­
ship conduct a single - system operation, the traffic 
statistics of both, if combined , would result in 
duplication and distortion of data , with particular 
regard to interline carloads , total revenue tons 
carried , and the commodity "mix'' for each carrier . For 
example , a carload moving as bridge traffic to Cotton 
Belt may be interchanged with Southern Pacific and 
terminated on the latter ' s lines . The same car , if 
data were combined , would be counted in two classes of 
traffic , i . e ., overhead (bridge ) and interline terminated 
as well as in the total carloads carried . For the same 
reason , data shown are for the years 1962- 1968 inclusive , 
because Southern Pacific merged with the Texas and New 
Orleans in 1961, the latter also a Southern Pacific 
subsidiary and an end - to - end connection with the parent 
company . Data shown for the Southern Pacific excludes 
that reported by other subsidiary companies , previously 
described , which file separate reports to the Commission . 

Freight Traffic : Volume and Service Output 

· With the exception of 1967, Southern Paci f i c and 
Cotton Belt experienced progressive gains in tons 
carried , ton - miles generated and freight revenue during 
the 1962- 1968 period (see Table 39, which follows this 
d i scussion) . Throughout the period , carloads handled 
o n the Southern Pacific have varied between 2 . 4 and 2. 7 
mil lion . On the Cotton Belt , carloads increased in 
every year from 411 , 455 in 1962, to 465, 082 in 1966, 
decreasing slightly in 1967, and reaching a high for the 
period in 1968 of 487 , 681 . However , freight revenues 
for the period increased progressively from year to 
year including 1967 over 1966 . 

The average length of haul for both carri ers has 
varied somewhat since 1962, ranging from a low of 483 
miles in 1963 to a high in 1968 of 528 miles for Southern 
Pacific , and from 393 miles (1962 ) to 411 miles (1967) 
for Cotton Belt . The latter carrier ' s average haul was 
406 miles in 1968 . Cotton Belt's average revenue tonnage 
per car increased from 35 . 1 tons in 1962 to 40 . 5 tons 
in 1968 . Comparable figures for Southern Pacific are 
40 . 2 tons in 1962 and 46 . 5 tons in 1968 . 

Approximately one - third of Southern Pacific ' s 
carloads handled was local traffic , and about 30 percent 
was interline originated traffic in the 1962- 1968 period . 
Interline terminated traffic increased slightly from 
about 27 percent of the total in 1962 to about 30 per ­
cent in 1967 and 29 percent in 1968 . Bridge traffic 
over the period has represented 10 percent or less of 
total carloads , and in 1966, 1967 and 1968, it represented 
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slightly l ess than eight percent of the total . Of 
Cotton Belt's ca r load traffic the ma jor portion (about 
55 percent) has been bridge traffic during the same 
period . Local traffic de clined from ten percent in 1962 
to eight percent in 1968 . Interline originated and 
interline terminated traffic varied between 17 and 19 
percent and between 16 and 18 percent of the total, 
respectively . While Cotton Belt is primarily a bridge 
carrier, and over 90 percent of its total carloads are 
interlined , the Southern Pacific handles a substantial 
volume of local traffic, and its interline business is 
predominantly traffic originating or terminating on its 
own lines . 
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Table 39 

S . UT.-CR~I P.".Cl:i'IC AND COT'IDN BELT REVENUE ::?:tEIGHT TR.AFFI C 
Ci,RLOJ.DS, TONS , 'IDN- MJLES AND FREIGHT REVE ':UE 

YEP RS l9b2 THRO UGH 1968 

Carl oa ds Total Revenue Fre ight 
'ir!:Fr'line lnterll.ne - TOtal Revenue 'Ibn-Hiles 3.evenue 

Year Local Or i gi nated ·~'ermina ted Overhead Carloa ds Tons* (millions) (000 ) 
-- SCU'llmilN PACIFIC --
1962 P. l 8 ,126 733, 866 661.! ,196 23'9,150 2,1.!55,338 98 , 8 9C. ' 12 8 48,220 $631,057 
1963 7£}9 ,137 722,651 669 , 863 252,931 2 , 431•, 5R2 102 ,7 37 , 302 1,9, 658 63fl ,l93 
1961, 836, 467 763 , 931 676 , 833 239,163 2, 516 , 394 108 , 697, 825 52' 998 66h,79L 

965 P. 72, 801 790,146 72 6 ,1,92 231,213 2, 620, 652 117, 968 , 2lt. 7 57, 286 728,354 

1966 913 , 391 789,188 761,,233 200 , 406 2 , 667, 228 121, 941 , 843 . (,1, 002 76h,l68 
. 1967 821 , 622 736 ,071 73h , 562 lf8 , 899 2 , L8l,lSl, 112,130 ,308 SP. , G6o 7LJ9,278 

1968 894 , 41.!2 787,163 751 · , 8L16 199, 677 2, 636 , 128 122, 406, 673 61 ,, 653 F17, f 64 
CC. TIDN B r~LT 

..... 
VI ..... 1962 42 , 838 68 , 977 71 , 8fl9 227' 751 411, L65 14,466,015 5, 6R5 $ 72,048 

19t;3 38 , f 29 73' 9)0 76, 38L, 23o,H2 419,575 l ) , 357, 9117 6 ,130 74,547 
191>4 37,207 83 , 062 76, 885 23 7,332 431: ,486 16,762 , 728 6 , 594 78 ,772 
19L5 39 ,057 82,3C7 76 ,7 (~ 7 251·, 692 1.!52,883 17 , LS' ,o:..2 7, 085 88, ll6 

19t.6 38 , 285 82 ,123 7C, 80l 267,873 h6) , 0fl 2 l 8 , 9H, 900 7' 785 9h ,090 

1967 37 , 901 90 , 554 76,9C9 259,552 b64,996 18 ,760 , 085 7, 62 4 9) , 888 

1968 Jf.; , 510 93 '998 81,536 273, 637 Ll 7 , C8l 20 ,176, 757 8,216 106,413 

* Includes L. C.L. Freight. 
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Freight Traffic : Commodity Consist 

I n the years 1962 and 1963 , under the old commodity 
code , the Southern Pacific ' s tonnage consisted mainly of 
Products of Agriculture , 14 percent; Products of Mines , 
33 percent ; Products of Forests, 15 percent; and Manu ­
factures and Miscellaneous Freight , 36 percent . About 
53 percent of the total commodity group revenue was from 
Manufactures and Miscellaneous traffic , and Products of 
Agriculture and Products of Forests each contributed about 
17 percent of the total revenue . Cotton Belt , in the same 
years , reported Manufactures and Miscellaneous tonnage 
representing about 53 percent of the total , with revenue 
from this commodity group representing about 69 percent of 
the total commodity revenue . Products of Agriculture con ­
stituted about 19 percent of total tonnage and 13 percent 
of total commodity revenue . Comparable figures for Cotton 
Belt ' s Products of Mines traffic were 16 percent for tonnage 
and about 6 percent for revenue . 

Tables 40 and 41 show Southern Pacific commodity 
statistics for 1964 through 1968, and Tables 42 and 43 
show similar data for Cotton Belt . The t3bles follow ~-
this discussion . Throughout the period shown, Southern 
Pacific has handled only four commodity groups (Metallic 
Ores , Non - Metallic Minerals , Food & Products , and Lumber 
& Products) which each exceeded 10 percent of total 
tonnage in each of the five years (Table 40) . Each of 
the four groups varied in its proportionate share of 
total traffic over the period . The Metallic Ores group 
exhibited the greatest fluctuation by increasing from 
12 . 8 percent of total to nnage in 1964 to 15 . 1 percent 
in 1966, decreasing to 10 . 4 percent in 1967 and increasing 
slightly to 11 . 8 percent in 1968 . The revenue contri ­
bution (Table 41) from Metallic Ores traffic was con­
siderably less proportionately (2 . 1 to 2 .7 percent of 
total freight revenue) than the relative share of total 
tonnage during the period . The Food & Products and 
Lumber & Products groups were the two largest contri ­
butors of freight revenue , each accounting for about 
14 to 17 percent of Southern Pacific ' s total freight 
revenue . 

Farm Products carried by Southern Pacific showed 
overall declines for the 1964- 1968 period in tonnage and 
revenue and the relative shares of total tonnage and 
revenue (8 percent and ll percent, respectively, in 1968 ) . 
Chemicals , on the other hand , showed both absolute and 
proportionate increases over the period in tonnage and 
revenue , accounting for approximately nine percent of 
the totals in each category in 1968 . Primary Metal 
Products and Transportation Equipment each accounted 
for 7 to 8 percent of total freight revenue in each 
year in the period . 
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Six commodity groups were moved in quantities of 
e millio n or more tons in each of the years 1964- 1968 
Cotton Belt (Table 42 ) . Of the two remaining groups 
ed in the table , Non - Metallic Minerals declined from 

out two million tons , or 10 percent of total tonnage 
1964 to less than one million tons , or 5 percent of 

e tota l , in 1968, and Stone , Clay & Glass Products 
ff ic increased from 950, 000 tons in 1964 to 1 . 2 
~lion tons in 1966, declining through 1967 to l . l 
llion tons in 1968 . Such traffic constituted from 

.5 to 6 . 6 percent of total tonnage throughout the 
~iod . 

Food & Products consistently represented 13 to 15 
cent of total tonnage for the peri od . Chemicals , 

~ largest single group in tonnage in each year after ~ 
64, increased from 13 percent in that year to nearly 
perce n t of total tonnage in 1968 . Commodity groups 

ch having annual movements of less than one million 
~s when combined have represented only 17 to 20 percent 
total tonnage in the period , but their collective 

venue contribution made up over one - thi rd of Cotton 
It ' s fre i ght revenue (Table 43 ) . Food & Products , 
emical s , a nd Primary Metal Products combined accounted 
r 37 to 39 percent of total freight reve nue in the 
ars shown on Table 43 . 

To summariz e , Southern Pacific handles large volumes 
tonnage c o nce ntrated in the mo v eme n t of Farm Products , 

tal lic Ores , Non - Metallic Mi nera l s , Lumber & Products , 
od & Products , and Chemicals . Wi th the exception of 
ta llic Ores , the same is true of Cotton Belt , which 
so carries substantial amounts of Prima ry Metal 

du ct s traffic . The revenue contribut ions as between 
~odity groups , however , is spread over the e n t i re 
nge of commodities . Only three commod i ty groups 
nt ribu te over 10 percent of total freight revenue each 
r e ach carrier : For Southern Pacific they are Farm 
Qducts , Food & Products , and Lumber & Products ; a nd 
r Cotton Belt , they are Food & Products , Chemicals , 

nd Primary Metal Products . 
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Commodity 
Group{~ 

Farm Products 
Metallic Ores 
Non-Metal Minerals 
Food & Products 
Lumber & Products 
Pulp, Paper & Products 
Chemicals 
Petroleum & Ccal Products 
Stone, Clay & Glas s Products 
Primary Hetal Products 
Fabr, ~ Ietal Prd, 

(exc. Ordn., etc.) 
Transportation Equipment 
v.Jaste & Scrap 

i All Other Groups 

:'otr 1 

Table 40 

SOUTF!ERN PACIFIC COMNODITY STATISTICS, 1964 TH:lOUGH 1968 

COMHODITY GROUP TO NNAGE P.ND GROUP TONNAGE AS PERC ENTAGE OF TOTAL 'roNNAGE 

1964 1965 
- l9b6 l9b7 

Tons % Tons % Tons - % Tons 

(000) (000 ) (000) (000) 

ll,680 10.7 12,030 10.2 u, 656 9.6 9,824 

13,866 12. 8 16,726 14.2 18,420 15.1 u,618 

18,559 17.1 19,801 16. 8 18,904 15.5 18,945 

ll, 914 11.0 12,731 10.8 13,540 ll.l 14,071 

16,608 15.3 17,169 14.6 16, 849 13.8 16,362 

3,373 3.1 3,829 3.2 4,439 3.6 4,h94 

7,690 7.1 7,970 6.8 9,166 7.5 9,596 

3,194 2.9 I 3,167 2.7 3,299 2.7 3,618 

I 6,lh3 5.7 6,627 5.6 6,347 5.2 I 5,863 

\ 

6, 648 6.1 l 7,331 6.2 7, 855 6. 4 6,787 

839 • 8 ; 982 . 8 1,088 .9 1,100 
I 1,982 1.8 J 2,545 2.2 2 , 36L, 1.9 2,180 

i 2,2 55 2.1 
' 

2,509 2.1 
l 

2, 653 2 .2 2,553 

3, 9Li7 3. 6 4,551 3.9 5,362 4 . h 5,119 
I 

' 108 ;698 100,0 ll7,968 100.0 121,91..;2 100.0 ll2,130 

Note: Percentages may not add to 100.0 percent due t o rounding, 

* 

% 

8.8 
10.4 
16.9 
12.5 
14.6 

4.0 
8.6 
3.2 
5.2 
6.1 

1.0 
1.9 
2.3 
h.6 

100.0 
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Tons 
(000) 

9,904 
14,482 
18, 513 
14,479 
19,130 
5,024 

ll,020 
4,004 
6,429 
7,683 

1,166 

I 2, 424 

I 2 '752 
l 5,317 

I 122,407 
; 

196S 
rt ,.• 

8. 
ll. 
15. 
ll. 
15. 

4. 
9. 
3· 
5. 
6. 

1. 
2. 
2. 
J. . , . 

l 

l 

6 
1 
0 

0 
0 

100,0 

1Nith the exceptior, ')f ttFabricated Metal Products (etc.) ,n the commodity groups specifically named each accounted fo r the movement 

of one million or more tons in each of the years sho1-m. 11All Other Groups" represents the total for the balance of the commodity 

groups, each of which had an annual movement of l ess than one million tons in each o.f the years shovm, T'ne total figures are 

unadjusted and may not agree with total r evenue tons report:'.! d in Railroad Annual 1eport Form A. The totals shown here are f or 

comparative purposes only. 
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Table H 

SOUT:Ir.:RN PAC IFIC COI-ll•IODITY S 'I'A'I'ISTIC.'3 1 196L~ THROuGH 1968 
C0!1,}10Dl'I'Y GROUP R!WE: ~llffi P.ND G:lO uP :r;; ifl<~ ~~~~~ AS P I•: RCi': ·~ TAG.<; 0? 'I\•TAL R.~n~N1.J1.!: 

- - - 19~- 1965 1966 -
Cornmo di ty :leve nue % Rev enue % Revenue % Revenue 

Group-!~ (000 ) _ (000 ) (000 ) (000 ) 

Farm Products $ 98 , 356 13 . 8 $ 97, 920 12 . 8 ~il03 , fl60 12 . 9 1$ 94 , 6h7 

Metallic Ores 15 , 264 2 . 1 18 ,156 2 . )+ 21,468 2 . 7 l 6 , 9h6 

No n- :t-le t a l Mine r als 34 , 611 h . 9 37 , 08 7 4 . 8 35 , 685 )+. 4 36 , 900 

Food & Products 99 , 717 l h . O 106, 491 13 . 9 110 , 820 13 . 8 115 , 269 

Lumber 8t Pr oducts 24 ,342 17 . 5 123 , 286 16 . 1 117,195 lh . 6 i 113 , 643 

Pulp , Paper & Products 33 , 079 4 . 7 37 , 021 !, . 8 43 , 026 5 . J+ ( 42 , 997 
Chemicals ,.., , o ...-L ,., ~ 56, 296 7.3 6L , 793 8 .1 i 67, 981 

Petroleum & Coal Pr oducts 19,365 2 . 5 21, 225 2 . 6 f 21, 673 

Stone , Clay & Glass Pr oducts 29 , 650 3 . 9 28 , 803 3 . 6 I 2 7, 72 6 

Primary l'!etal Pr oducts 62 , 254 8 .1 66 , 533 8 .J I 57, 345 
Fabr. Me t a l Prd . 

( exc. Ordn., etc .) 14 , 924 1. 9 16,201 2 . 0 1 15,936 

Transportation Equipment 61, 622 8 . 0 57 , 1L2 7. 1 1 53, 641 
I . . 

\·.fas te & Scrap 12 , 16 7 l. 6 12 , 808 l. 6 I 12, 032 

All Othe r Group s 

: fu~l t 
t " 

, 9 1;n c7, 7 I . 3 , 59 

no t.e : Perce ntages may no t a dd to 100 . 0 percent due t o roundj.ng . 
-~~ 

19o8 
__ %_T.Rc_v_e-nu-e---~ 

- ·- ---- ( 000 ) ______ ___ _ 

12 . l $ 94,1(.6 10 . 9 
2 . 2 20 , Ll0 2 . 4 
4 . 7 37 , 146 ) ~ . 3 

14 . 8 122 , 239 11, . 2 
14. 5 135 , 158 15 . 7 

5 . 5 L, 9 , 373 5 . 7 
8 . 7 I 78 , 8L,3 9. 1 
2 . 8 I 24,331 2 . 8 
3 . 5 I 31, 690 3 . 7 
7.3 ! 65 ,722 7. 6 

2.0 l 17 , 028 2 . 0 
6 . 9 ! 60 ,363 7. 0 
1. 5 1 13,331 1.5 

13 . L. 1 113 , 1:76 13 .1 
I 

oo.o I :·;so3 , 2 7( 100 . 0 ~ 
I j _____ __ ______. 

~-lith the ex ception of 11 Fabricated l'~ e tal Products (etc .), 11 the commodity gr oups speci':'ical ly named each a c counted .f'or the movement of one 

million or mor e t ons i n each of the Y'Jars s hown . 11 All Ot her Groups" r eprcs onts t he tot a l for the bal ance of t h e commo dity p;ro up s , r: ach of 

which had a n annual movement o~ l ess than one million t ons in each of the years s hown . 'I'he total revenue figures are unadjusted and may not 

a p; r ee with ?re i ght Oper a ting Rev enue ·repor ted i n :iailroa d Annual 'teport Form A. 'I'he t o t a ls sh01m her e are :or comparative purposes only. 
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Tabl e 42 

COT'IDN B'~LT cmmO DITY STATISTICS, 1964 T,iROUGH 1968 
Cm'IhODl TY GJ.OUP 'ID NNAGE A:'JD G~OUP ro::HAGS AS PERCENTAGE OF 'IDTAL 'ID i'Ji~AGE 

l96b. 1965 l9t 6 1967 1968 
Commodity Tons % Tons % Tons % Tons % Tons % 

Group-!~ (000) (000) (000 ) (000 ) (000) 

Far m Pr oducts 1, 933 ll. 5 1,965 11.2 1,819 9.7 2, 021 10.7 1 , 905 9.5 
Non-Metal Hinerals 1, 992 11.9 1, 678 9. 6 1 , 442 7.7 1 , 244 6. 6 996 4.9 
Food & Products 2, 287 13. 6 2,4ll 13 .7 2, 520 13.5 2, 800 14. 9 3, 029 15 . 0 
Lumber & Products 1, 635 9. 8 1, 697 9.7 1 , 997 10.7 1, 790 9.5 1,961 9.7 
Pulp , Paper & Pr oducts 1, 106 6. 6 1,144 6. 5 1,320 7.1 1, 321 7.0 1,499 7. 4 
Chemical s 2,181 13 . 0 2,459 14.0 3,024 16. 2 3,160 16. 8 3,577 17.8 
Stone , Clay & Gl ass Products 950 5.7 1,129 6. ll 1 , 223 6. 6 1,174 6. 2 l,ll3 5.5 
Primary Metal Products 11,86L ll.l 1,919 10.9 2, 069 ll.l 1,769 9.4 2, 040 10.1 
All Other Groups 2, 815 16. 8 3, 141 17 . 9 3, 254 17.4 3, 571 18.9 I 4,on 19 .9 

I Total !16, 763 100.0 17,543 100 . 0 ,18 , 668 100. 0 ,18 , 850 100.0 120,131 100.0 
f : ! i 

-------~ · - · -

NOT~ : Percentages may not add to 100 . 0 percent due t o rounding . 
~} 

Hi th the exception of n Non-Met al Minerals 11 and "Stone , Clay & Glass Products , 11 the commodity groups specifically named each 
accounted for the movement of one million or more tons in each of the years shown. 11 All Other Groups" repr esents the total for 
the balance of the cornmodi ty groups, each o~ Hhich had an annual mov ement of l ess than one million tons in each of the years 
shown . Tr1e t otal t onnage figures are unadjusted and may not ag·ree witn total revenue tons r eported in Ra ilroad Annual Report 
Form A. The totals shown here ar e f or comparative purposes onl y . 
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Tabl e 43 

COT'IDN BELT COMMODITY STATISTICS, 1964 THROUGH 1968 
COMMODI TY GROUP REVENUE AND GRO UP REVENU8 AS PERCENTAGE OF 'ICTAL REVENUE 

1964 19~ l 9_6_Q 1967 l96tl 
Commodity Revenue % Revenue % Revenue % Revenue % Revenue % 

Group* (000 ) (000) (000) (000 ) (000) 

Farm Products $ 6 , 937 8 . 3 $ 7, 409 8 .1 $ 6, 717 7. 0 $ 7, 467 7. 5 $ 7, 379 6.6 
Non-Met al Mi nerals 2, 662 3 . 2 2, 453 2.7 2 ,167 2.3 2,107 2. 1 1 , 942 1.7 Food & Products 10, 205 12 . 3 10,701 11. 8 ll, 273 l l. 7 12 ,229 12.3 12,839 11. 5 Lumber & Products 5, 242 6. 3 5 , 820 6. 4 6, 370 6. 6 5 , 894 5. 9 6, 439 5. 8 
Pulp, Paper, & Products 6 , 015 7. 2 6, 205 6. 8 7,120 7.4 7,2 56 7-3 8, 230 7.4 
Chemical s 9, 919 11.9 12, 507 13 . 8 14,511 15 .1 15, 310 15. 3 17, 854 16.0 

I 
Stone , Clay , & Glass Products 3, 680 4. L~ 4, 059 4. 5 4, 278 4. }_~ 4, 152 4. 2 4, 171 3 -7 Primary Me tal Products 10, 903 13 .1 11, 248 12 . ).j. I 12, 088 12 . 6 10, 628 10 .7 12, 353 ll.l 

I 
All Other Gr oups 27 , 635 33 . 2 30,555 33 . 6 31, 700 32.9 34,718 34. 8 40, 460 36.2 

l$96, 224 ,$lll, 667 
I Total 100 . 0 $90, 957 100.0 100.0 1$99,761 100. 0 100 . 0 i 1$83 ,198 

I ! I 
: I I ' I 

NO 'ill : Percentages may not add t o 100. 0 percent due t o rounding. 

* \vith the exceptions of ''Non-Metal Miner als" and "Stone , Clay & Gl ass Products,'' the commodity gr oups specifically nam ed each 
accounted for the movemm t of one million or more tons in each of t he years shown. 11All Other Groups11 represents the total for the 
balance of the commodity groups, each of which had an annual movement of less than one million tons in each of the years sho1vn. The 
t otal r even ue f i gures are unadjus t ed and may not agree with Fr ei ght Operating Revenue reported in Railroad Annual Report Form A. The 
totals shown here are for comparative purposes only. 
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Freight Traffic : Interchanges a nd Traffic Flow 

Evidence showing traffic de nsity over lines of the 
Southern Pac i fic a nd Cotton Bel t is based on gross 
to nnage hauled for the year 1963 . Gross tonnage figures 
d i scussed herein therefore include the weight of 
passenger trains as well as the weight of freight trains 
a nd nonrevenue trains . Despite inclusio n of tonnage 
from other operations , de nsity d iscuss ed presents a 
reasonably accurate pic ture of freight operat ions over 
the Southern Pac i fic - Cotton Belt system and the level 
of use of the various lines relat i ve to each other . 
Lines not discussed were not shown in the evide nce 
presented and it is concluded that they consist of low ­
density branch lines , alternate route snot normal ly 
ut i lized as service routes, and routes of subsidiaries 
other than Cotton Belt . 

The portion of the Southe rn Pacific system next 
discussed includes the Shasta Route and all other lines 
north of the Oakland - Sacramento - Ogden line . The .main 
freight routes in the area are discussed by segment and 
gross tonnage per segment eastbound and westbound : 

Segment 

Portland - Eugene 
Eugene - Crescent Lake - Klamath 

Fal l s 
Klamath Fa ll s -Blac~ Butte 
Black Butte -Tehama , Calif . 
Te h ama - Roseville * 
Tehama - Davis ,* Calif . 
Klamath Fa lls - Fla niga n , Nev . 
Flanigan- Weso , * Nev . 
Fla nigan - Fernley,* Nev . 

Gross Tons (millions ) 
Ea stbound We stb6und 

13 . 0 

18 . 2 - 18 . 4 
11. 4 
14 . 2- 15 . 9 
12 . 4 

4 . 5 
7 . 1 - 7 . 6 

. 4-

14 . 1 

12 . 7 - 14 . 4 
ll. 2 
13 . 3 - 13 . 7 
12 . 3 

2 . 1 
2 . 4 - 2 . 6 
1. 6 

Not available 

* Located on Oakland - Roseville - Ogden line . 

The Ove rland Route shows the following traffic 
de n s i ty : 

Segment 

Oakland - Martinez - Davis -
Sacramento 

Sacramento - Elvas , Calif . 
Elvas - Roseville 
Roseville - Fernley 
Fernley-Ogden 

Gross Tons (millions ) 
Eastbound Westbound 

15 . 1 -1 6 . 2 
18 . 3 
32 . 1 
16 . 3 - 16 . 7 
21. 3 - 22 . 3 
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South of the Overland Route two main routes in 
~ifornia , the San J oaquin Valley Line and the Coast 

e , extend to Los Angeles ( converging north of Los 
e les at Burbank ) . The two routes connect with the 
r land and Shasta routes and with each other through 
u ltiplicity of connecting lines in the San Franci sco ­
e vil l e area . Traffic density for the Coast Line and 

Bay Area tributaries follow : 

Line Segment 

Francisco - Redwood J et . 
l and -Elmhurst 

.lhurs t - Niles 
murst - Santa Clara* 
les - San J ose 
wood J ct . - San J ose 

J ose - San Luis Obispo ­
furbank 

Gross Tons (millions ) 
Eastbound Westbound 

.9 . 9 
10 .1 

5 .3 
4 .0 
5 -7 
8 . 0 

6 .7- 9 .3 

12 . 5 
10 . 6 
3 . 9 
7 .0 
2 . 4 
9 . 2 

7 . 9- 11.9 

Located on Redwood Jc t .-San J ose line . 

The Niles - San Jose line shown above , together 
vh other tributary lines in the Bay Area ultimately 
verge at Fresno to continue through Bakersfield to 

rbank, forming the San J oaquin Vall ey Route . Density 
r the route and its Bay Area tributaries follow : 

Line Segment 

dwood J ct .-Niles 
l es - Tracy 
r tinez - Tracy 
a cy- Lathrop 

_vas - Lathrop 
a cy- Fresno 
t hrop - Fresno 
e s no - Bakersfield - Burbank 

Gross Tons {mil lions) 
Eastbound Westbound 

3 . 2 
3 .2 
2 . 5 
7 . 7 

18 . 6 
1.7 

14 . 1 
13 . 2- 17 .3 

4 . 1 
4 .3 
3 . 3 
8 . 7 

15 . 2 
1.8 

13 .o 
11. 6- 13 .0 

From Burbank, where the Coast and San J oaquin Valley 
. nes converge , to Lo s Angeles, traffic densi ty in 1963 

t a l ed 25 . 2 million gross tons eastbound and 22 .1 
~ Ilion westbound . Wit h construction and,beginning in 
967, operation of a new by- pass line around Los Angeles 
e tween Palmdale ( o~ the San J oaquin Val ley line) a nd 
~lton ( o n the Los Angeles - El Paso line) , traffic flow 
ver the lines in the Los Angeles area undoubtedly has 

a nged since the subject evidence was put in the record . 
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Such changes as have taken place would not materially 

affect the purpose of this discussion, which is to 

describe the overall flow of traffic on the Southern 

Pacific system . The Colton- Palmdale route was 
constructed for the purpose of carrying traffic moving 

between the Sunset Route and points in northern 

California and the Pacific Northwest, via the San 
Joaquin Valley Route . 

The Coast Line appears to be used primarily for 

local traffic moving between Los Angeles and San 

Francisco . Traffic between PortlaQd and the San 

Francisco Bay Area moves over the Shasta Route via Tehama , 

Davis and Martinez . As noted , several connecting lines 

between the Overland , Coast and San Joaquin Valley 

routes feed traffic to and from the San Francisco and 

Oakland areas and between the three named routes them­

selves . The Roseville - Elvas segment handles the 
heaviest volume of traffic (64 . 3 million gross tons in 

1963 ) on the entire system, resulting from its use for 

traffic on the Overland Route as well as for traffic 

moving over both the Shasta and San Joaquin Valley routes . 

It is clear that Southern Pacific hauls very substantial 

volumes of traffic over the four major service routes in 

its system north of Los Angeles . 

The combined Sunset and Golden State routes 

between the Los Angeles area and El Paso generally 

handled about 16 to 17 million gross tons eastbound and 

17 to 18 million westbound in 1963 . Westbound traffic 

between Niland and Alhambra , Calif . , totaled 22 million 

tons ( Niland is the junction for a Southern Pacific 

line through the I mperial Valle~ which connects with 

subsidiary lines from San Diego ). TheEl Paso - Tucumcari 

portion of the Golden State Route handled 5 . 3 million 

gross tons eastbound and 6 . 0 million westbound . Between 

Los Angeles and El Paso , westbound tonnage is greater 

than eastbound , but the relationship is reversed east 

of El Paso at San Antonio . Between El Paso and San 

Antonio , traffic density is about equally divided east ­

bound and westbound at somewhat over 10 million gross 

tons each, but east of San Antonio , lines diverge from 

the Sunset Route and connect with Cotton Belt at 
Corsicana , Fort Worth , Dallas , Lufkin and Shreveport . 

As a result , total traffic density on the Sunset Route 

decreases east of San Antonio to New Orleans and east ­

bound density ( 7 . 2 to 10 . 1 million gross tons ) exceeds 

the westbound density (6 . 6 to 9 . 7 million) . 

Traffic density between the Sunset Route in 
Texas , on the one hand , and Shreveport and north Texas 

points on the other hand are shown below ( southbound 

refers to traffic moving to the Sunset Route, north­

bound , from the Sunset Route) : 



Line Segment 

Houston- Shreveport 
Houston -Hearne 
Flatonia -Hearne 
Hearne - Corsicana - Ennis 
Ennis - Fort Worth 
Ennis - Dallas - Denison 
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Gross Tons {millions ) 
Southbound Northbound 

3 . 9 
3 . 1 
7 . 8 
8 . 9 
1.4 
1.7 

3 . 5 
5 . 5 
8 . 7 

10 . 0 
2 . 6 
2 . 2 

Cotton Belt 1 s heaviest traffic flow moves between 
Corsicana and East St . Louis through Tyler , Mount 
Pleasant , Lewisville and Thebes , Ill . Tonnage totals 
for both directions in 1963 were : Corsicana - Tyler , 
12 . 9 million gross tons; Tyler - Mount Pleasant , 14 . 6 
million; Mount Pleasant - Texarkana , 18 . 5 million ; 
Texarkana - Lewisville -Pine Bluff, 23 . 9 mill i on; Pine 
Bluff - Brinkley-Jonesboro , Ark . , 23 . 3 ; and J onesboro ­
Illmo , Mo . , 19 . 3 million . Traffic density for the 
Illmo-East St . Louis and the Brinkley- Memphis routes 
were not shown on the Cotton Belt density chart . 
Connecting with the described Corsicana -East St . Louis 
route are the following lines and their respective 
traffic densities : Lufkin - Tyler, 1 . 0 million gross 
ton s ; Fort Worth- Addison - Commerce , 4 . 6 million; Dallas ­
Addison , 2 . 5 million ; Commerce - Mount Pleasant , 5 . 1 
million ; Shreveport - Lewisville , 6 . 8 million; and North 
Little Rock - Altheimer, 1 . 6 million . All other Cotton 
Belt lines handled less than one million gross tons . 

As earlier noted , traffic local to Southern Pacific 
has accounted for about one - third of its total carload 
business (Table 39) . Of the 30 most important origin 
points for local traffic in 1965, originations at 21 
points totaled from 5 , 000 to 10, 000 cars each . The nine 
remaining points ( Ray Jet . and Bisbee , Ariz . , Ferrum, 
Los Angeles , Oakland{ E . Pleasanton, and Logan , Calif . , 
Houston and Portland) accounted for termination of 28 
percent of the 872, 801 carloads of local traffic handled 
in 1965 . Also as a percentage of total local carloads , 
nearly 45 percent terminated at only 15 points . Six of 
the points , Hayden and Phoenix, Ariz ., Houston, and 
Kaiser , Los Angeles and Oakland , Calif ., were the 
destinations of 30 percent of total local traffic . 
Hayden, the point with the system 1 s largest number of 
local terminations (about 95 , 000 cars ) and Ray J et ., 
the point with the most local originations ( about 
89 , 000 cars ) are both located on a branch line extend ­
ing from Phoenix to Winkelman, Ariz . 

Among the 30 most important points of origin in 
1965 for interline forwarded traffic , 13 were in 
California , 8 in Oregon, 5 in Texas , 3 in Louisiana , and 
1 in Arizona . Between 4 , 500 and 9 , 500 carloads were 
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originated at each of 23 of the 30 points . Salinas , Los Angeles , and Oakland , Calif., and Medford and 
Springfield, Oreg ., each accounted for 10, 000 to 20, 000 interline originations . Houston and New Gulf, Tex . , were origin points for 30, 650 and 22, 899 cars , 
respectively . 

Twenty of the 30 most important points of destina ­tio n for interline received traffic each accounted for between 3, 700 and 9, 300 cars terminated . The 10,000 to 20 , 000 car range included Warm Springs , Raymer , 
S . Gate and Mulford , Calif ., Phoenix, Ariz ., and San Antonio , Tex . The remaini ng four points were Los Angeles (56,985 . cars) , Houston (47 , 815) , Oakland (36, 006 ) , and Sen Francisco (34, 393 ) . Of the 30 points , 17 were in California , 2 in Oregon, 5 in Texas, 2 in Arizona, and 4 in Louisiana . Most of Southern Pacific's major interline traffic origination and~stination points in Californi a are located in the San Francisco­San J ose - Sacramento area and the Los Angeles area shown below in Tabl e 44 . For Cotton Belt, no single point originated or terminated more than 9, 000 cars of either l oca l or interline traffic in 1965 . 
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Table 44 

San Francisco and Los Angeles Area Origin and 
Destination Points for Interline Traffic , Year 1965 

SP Station 

San Francisco Area : 

San Francisco 
Oakland 
San J ose 
Hayward 
Warm Springs 
Richmond 
Santa Clara 
Mulford 
Pittsburg 
Sacramento 
Milpitas 
S . San Francisco 
San Leandro 
Newark 

Total 

LO s Angeles Area : 

Lo s Angeles 
Raymer 
S . Ga te 
Kaiser 

Total 

Interline Carloads 

Originated 

XX 

11 , 401 
6 . 477 
5, 560 
5, 452 
5,137 
4, 984 

XX 
XX 
XX 
XX 
XX 
XX 
XX 

39, 011 

13 , 496 
XX 

XX 

9 , 068 

22, 564 

Terminated 

34, 393 
36, 006 

4 , 803 
XX 

18 , 559 
5, 300 
4, 069 

10, 181 
9 , 252 
7 , 308 
7,024 
6 , 166 

. 4 , 374 
4, 165 

151, 600 

56 , 985 
15,491 
11 ,116 

XX 

83 , 592 

Note : Where "xx" appears , traffic of the class 
shown (interline ori ginated or terminated ) was 
not sufficient to place the station in the 30 
most important points for that c lass of traffic . 

Southern Pacific submitted interchange exhibits 
based on traffic for two years , 1963 (E&D - 4 and E&D-4a) 
a nd 1965 (E&D- 8, E&D - 8a , E&D- 13 , and E&D-13a ) . The 
1963 data are broken down f i rst by connecting carrier 
and then by station, showing cars ( tonnage in Exhbit 
E&D- 4a) delivered to and received from the connecting 
carrier . The 1965 data are broken down f irst by sta ­
t ion, then by connecting carrier, with the carloads 
de livered to and received from connecting carriers 
fu rther broken down to show terminations , originations 
and overhead movements of the carloads on Southern 
Paci fic and Cotton Belt lines . The 1965 mcveme nts 
because of its greater detail will be discussed , and 
from time to t i me. supplemented by the 1963 data as 
i ndicated . Further, the discussion will be limited to 
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ma j or poi nts at which Southern Pacific interchanges with 

carrier parties to these proceedings , and , other than 

Cotton Belt , excludes interchanges between Southern 

Pac i fic and i ts subs i diaries . 

Ma j or Oregon interchange po ints are Portland , East 

Portland , and Chemult . The interchange with Union 

Pac i f i c is conducted mainly at E . Portland , as noted 

earlier in the discussion of Union Pacific ' s inter­

cha nge evidence based on 1963 data . I t was noted that 

40, 063 cars out of the 54, 254 interchanged between the 

two carri ers at E . Portland either terminated or 

originated on Union Pac i fic lines . Southern Pac i fic ' s 

1965 data shows a total of 67 , 486 cars interchanged with 

Union Pacific at the same point of which 47, 078 

origi nated or terminated on Southern Pac ific lines . 

The d ifferenc e in years is i mmaterial to the conclusion 

that the bu l k of the traffic be ing intercha nged between 

them at East Portla nd consists of that which ori ginates 

o n Southern Pacific a nd terminates on Union Pacific , 

or vic e versa . 

At Portland , the principal Southern Pacifi c inter ­

changes were wi th Great Northern (26, 259 cars ) and 

Northern Pac i f ic (89, 385 cars ) a nd the bu l k of th i s 

traffic originated or terminated o n Southern Pac ifi c . 

Although not shown in the 1965 data for Portland , the 

SP&S a l so interchanges a substantial volume of traffic 

with Southern Pacific at Portland , based on the 1963 

evidence whi ch shows a total of 29, 781 cars . 

Chemult , Oreg . , is a Southern Pac i fic - Great 

Northern interchange point where the two carri ers 

intercha nged 7, 701 cars , of which 7, 041 originated or 

terminated o n Southern Pacif i c in 1965 . 

For the San Francisco area , only one point , 

Stockton , i s listed by Southern Pacific as a ma j or 

interchan ge in 1965 for class I carriers other than 

Southern Pacific subs i d iaries . The Southern Pacific 

received 13 , 612 cars from , and delivered 28, 311 cars to 

the Santa Fe at Stockton . Southern Pac i fic also 

received 5, 813 cars from and delivered 3, 246 cars to 

Western Pacifi c . The ma j ority of cars interchanged 

with both Santa Fe and Western Pacific e ither originated 

or terminated on Southern Pac ific . Stockton is the 

only point in the 1965 data where Western Paci fic is 

listed . Referring to the 1963 data , the Southern Paci fic a nd WP 

intercha nged a total of 16, 482 cars at 10 ma j or points 

including Stockton a nd Oakland , which handled the 

l argest vo l umes with 5, 856 a nd 5, 286 cars , respective l y . 

The Southern Pacific ' s interchange wi th Union 

Pacific at Ogden was des cribed earlier on the bas i s of 

the l atter ' s 1963 data . It was no ted that the carloads 

inte r cha nged at Ogden were about twice as great eastbound 
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as westbound and about 87 percent of the total i nter ­
change was traffic overhead to Union Pacific . Southern 
PacifiC 1 S 1963 data differs somewhat from Union Pacifi c 1 s 
~n that the carloads shown total 317 , 897 vs . 303 , 873 
in Union Pacific 1 s Exhibi t 5 . The difference is not 
of such magnitude as to change the conclusions drawn 

rom either carrier 1 s evidence . South~rn Pacific 1 s 
~965 data show 129, 272 cars received from and 203 , 846 
ars delivered to Union Pacific at Ogde n : the eastbound 
ovements obviou sly dominate the interchange . or the 
29, 272 westbound cars , 81 percent terminated on 
outhern Pacific , a nd of the 203 , 846 eastbound cars, 
l percent originated on Southern Pacific . 

The Southern Pacific interchange wi th Rio Grande 
t Ogden is considerabl y smaller in volume , totaling 
27 , 538 cars ( 51 , 986 eastbound , 75, 552 westbound ), in 
965 . Here again, traffic originated or terminated on 
outhern Pacific dominates : 83 percent of the traffic 
eceived from Rio Grande terminates o n Southern Pacific , 
nd 91 percent of the traffic turned over to Rio 
rande originates on Southern Pacific . 

Major interchanges in California wi th Santa Fe are 
t Bakersfield, Colton and Los Angeles , and , at the 
at ter two points , also with Union Pac ific . At 
kersfield , in 1965, Southern Pacific received 6 , 379 

ars from Santa Fe of which 6 , 020 terminated on 
outhern Pacific . Delivered to Santa Fe were 2 ,774 
ars originated on Southern Pacific and 833 cars of 
outhern Pacific bridge traffic . At Colton, Southern 
acific received 3 , 663 cars from Santa Fe ( 3 , 483 
erminated on Southern Pacific ) and delivered 3 , 597 
ars to Santa Fe (1, 142 originated on Southern Pacific ). 

e l argest volume interchanged at Colton was with 
nion Pacific : Southern Pacific rece ived 14,148 cars 
rom Union Pacific (13 , 717 terminated o n Southern Pacific ) 
nd delivered 2 , 492 cars , including 1 , 614 originat ing 
p Southern Pacific lines . At Los Angeles , Southern 
=c ific received somewhat over 9 , 500 cars each from 
anta Fe and Union Pacific and in each case over 9 , 000 
ars terminated on Southern Pacific . Deliveries were : 
o Santa Fe , 9 , 525 cars includ ing 4 , 857 originated on 
outhern Pacific; and to Union Pacific , 15, 121 cars , of 
hich 5,143 originated on Southern Pacific . 

At Deming, N . Mex . , Southern Pacific and Santa Fe 
nterchanged 11, 508 cars , of which 9 , 114 originated or 
erminated on Southern Pacific . As previously discussed , 
ock I sland 1 s evidence shows a Southern Pacific inter ­
hange at Tucumcari of 106, 132cars in 1963 , about 900 
ars less than that shown for the same year in Southern 
acific 1 s evidence . The latter carrier 1 s 1965 data 
how that ( 1 ) Southern Pac i fic delivered 56 , 728 cars to 
ock I s land , including 47 , 553 originated on Southern 
ac ific, and ( 2 ) 56, 960 cars were received from Rock 

Island of which 46, 253 terminated on Southern Pacific . 
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Without exception, interchanges with other carriers 
in Texas, as is the case of most interchanges previously 
discussP.d , primarily involved traffic originating or 
terminating on Southern Pacific . Santa Fe and T&P 
interchange with Southern Pacific at El Paso . I n 1965 
the total Santa Fe interchange amounted to 4, 679 cars . 
The T&P received 19, 201 cars from Southern Pacific 
including 16, 350 originated by the latter . Westbound , 
T&P delivered 24, 975 cars to Southern Pacific , which 
terminated 20, 314 of the cars . At Beaumont , Southern 
Pacific delivered 4, 491 cars to Santa Fe , 425 to MoPac 
and 29 , 855 to Kansas City Southern , receiving from 
them 5, 740, 1, 518 and 3,763 cars, respectively . 

At Denison for the year 1965 the Southern Pacific 
interchanged about 500 cars with Frisco , and only }3 
with T&P , but the Katy delivered 3, 031 cars to , and 
received 3, 663 cars from Southern Pacific . The evidence 
of Southern Pacific shows a total of 4, 579 cars received 
from , and deliveries of 2, 650 cars to "All Other 
Railroads " at Denison . Southern Pacific's 1963 
evidence , in addition to the above-named carriers , 
shows 7, 887 cars interchanged with the KO&G at Denison, 
and it is reasonable to assume that the 1965 "Al l 
Other Railroads " figures refer to the KO&G. I nterchanges 
with MoPac and Katy at San Antonio totaled 8, 966 and 
9, 434 cars , respectively . Total interchanges at 
Houston, by carrier , were : Santa Fe , 3, 693 cars ; 
Rock I sland , 3, 310 ; MoPac , 12, 603 ; Fort Worth & Denver, 
4, 497 ; and Katy 10, 866 . 

Both Southern Pacific and Cotton Belt 1965 inter­
change data show substantial amounts of traffic 
interchanged with "All Other Railroads , " and while 
Cotton Belt shows its interchange with Southern Pacific 
at four points , the latter does not show the interchange 
with Cotton Be l t at any point . However the 1963 data 
shows 12 points where the parent i nterchanges with its 
subsidiary, as set forth in the following table ( all 
points except Shreveport are in Texas) : 
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Table 45 

Ma j or Southern Pacific - Cotton Belt 
I nterchanges , Year 1963 

Carloads 
tat i on Delivered to SLSW Received from SLSW Total 

thens 93 155 248 
ommerce 134 479 613 
orsicana 63 , 837 82, 975 146, 812 
al l as 1, 027 6, 064 7, 091 
ort Worth 381 833 1, 214 
a:;ksonville 166 200 366 
fkin 989 2, 625 3, 614 

lano 609 145 754 
usk 1 - l 
herman 126 122 248 
hreveport 20, 972 25, 433 46, 405 
a co 502 491 993 

Total 88, 837 119, 522 208, 3.59 

Based on the above table and the traffic density 
vidence previously discussed , it is appare nt that 
orsicana and Shreveport are the main gateways for 
outhern Pacific - Cotton Belt traffic . The latter ' s 
965 data show increases in volume through the two point s 
compared to 1963 ), a nd most of the traffic was handled 
s bridge movements over Cotton Belt . The remaining 
a j or Southern Pacific and Cotton Belt interchanges in 
exas , Arkansas and Louisiana , with the exception of New 

Orl eans , not heretofore discussed separately will be 
~overed in subsequent sections of thi s report deali ng 
ith the interchange data for intervening carriers 

(MoPac , T&P, Katy, Fris co , Fort Worth & De nver and Kansas 
City Southern- Louisiana & Arkansas ) . The earl i er sec ­
tion on Rock I sland ' s 1963 interchanges covers operations 
be tween that carrier and the Southern Pacific -Cotton 
Belt system in Arkansas , Texas and Louisiana . I t i s 
noted here , however , that in Louisiana , as in Texas , the 
preponderance of the traffic interchanged by Southern 
Pacific either originated or terminated on its lines , 
based on the carrier ' s 1965 data . 

New Orleans , Memphis and E . St . Louis are the 
easternmost terminals of the Southern Pacific -Cotton 
Belt system, and the 1965 interchanges for the three 
points are shown in the following tab l e : 
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Table 46 

Southern Pacific and Cotton Belt Int erchanges , 
New Orleans , Memphis , and E . St . Louis 

Connecting Ca rloads 
Stat i on .Carrier Delivered Received Total 

New Orleans (SP) MP 94 13 107 
T&P 26 7 33 
L&A 2, 167 2, 737 4, 904 
All Others 6~ l 937 382789 104l 726 

6 , 224 41 , 546 Total 109, 770 

Memphis (SLSW) MP 160 17 177 
SLSF 5, 883 4 , 109 9 , 992 
All Others 32l 914 26l 444 ~9 2 358 

Tota l 38, 957 30, 570 9 , 527 

E . St . Louis (SLSW ) CBQ 2J 085 3 , 621 5, 706 
RI 132 70 202 
CNW 4J 443 6, 055 lOJ 498 
MKT 33 174 207 
MP 348 173 521 
SLSF 24 12 36 
All Others 99 2826 106l 699 206 2 ~22 
Total 106J 891 116J8o4 223 , 95 

Overa llJ deliveries of cars to connections at. New 

Orleans and Memphis exceeded cars received in 1965J 

whereas the reverse situation prevailed at E. St . Louis . 

The data in Tab l e 46 were drawn from Exhibits E&D- 8 and 

E&D- 8a , which with a few exceptions J did not name many 

of the connecting carriers at the three points shown in 

the table . Exhibi~s E&D- 4 and E&D - 4a show , among otncrs J 

the 1963 i nterchanges with class I line - haul carrierJ 

i n the Eastern and Southern Districts . At New Orleans J 

Southern Pacific received 5J820 cars from J and delivered 

7 J385 cars to the GM&O. Comparable data for other 
carriers are as follows : I llinois Central , 6,762 cars 

received J 11 J310 delivered ; Southern Railway and subsid ­

iaries J 8J 512 cars received , 20J 835 cars de livered ; and 

Louisvil l e & Nashvil l e J 13 J344 cars received , 25, 239 

delivered . Eastbound traffic therefore dominates the 

Southern Pacific ' s New Orleans gateway . 

As noted previouslyJ Exhibit E&D- 4a shows Cotton 

Belt ' s interchange in terms of tonnage rather than cars . 

At Memphis and E . St . Louis J the carrier ' s interchange 

is as follows : 
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Table 47 

Connecting Carrier Tons Delivered 
( 000 ) 

Tons Received 
(000 ) 

Memphis : 
GM&O 
IC 
I.&N 
sou 

t: . St . Louis : 

GM&O 
I C 
I.&N 
PC 
N&W 
sou 

142 
261 
342 
394 

89 
180 

34 
l J 23l 

614 
57 

29 
140 
269 
280 

99 
284 

27 
916 
422 

43 

Cotton BeltJ like its parent J delivers more traffic 
to Southern District carriers than is received from themJ 
and the same situation holds for traffic moving between 
Cotton Belt and Eastern District Carriers . 

~assenger Serv~ce 

Southern Pacific provides intercity service 
between : ( l ) San Francisco and Ogden j ( 2 ) San Francisco 
and Portland j ( 3 ) San Francisco and Los Angeles J over 
both the Coast Line and San J oaquin Valley routes j 
( 4 ) San Francisco and Pacific Grove J Calif . j and ( 5 ) Los 
Angeles and New Orleans . One pair of trains is operated 
over each of the six routes described . Commuter serv­
i ce is provided between San Francisco and Sa n J ose J 
Calif . The Cotton Belt provides freight service only . 

As of December 31 J 1968J Southern Pacif i c operated 
536 passenger train cars J including 264 coaches J four 
combination cars J two parlor cars J eleve n sleeping 
cars J 52 dining J grill and tavern cars J one postal car 
and 202 nonpassenger carrying cars . 

Compared to 1963J Southern Pacific ' s passenger 
operations showed a marked decline in 1968 . Passenger 
train- miles in 1963 totaled 8 . 7 millionJ and in 1968 
the total was 4 . 1 millionJ a decline of 53 percent . 
The number of passengers carried J however J declined 
over the same period by only about 13 percent from 7 . 6 
million to 6 . 6 million . The decline in passenger rail ­
way operating rPv~ nues during the period can be seen in 
the following chart J which also shows the net passenger 
expenses and the net deficit from railway passenger 
operations : 
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Year 

1963 
1964 
1965 
1966 
1967 
1968 

Passenger Railway 
Operating Revenues 

(000) 

$53 , 571 
50, 181 
43 , 835 
41 , 530 
28, 530 
16,782 

Net Passenger 
Expenses 

(000) 

$70 , 658 
66, 144 
59, 906 
57 , 130 
48, 228 
32, 591 

F . D. o . 22688 

*Net Passenger Railway 
Operating Deficits 

(000 ) 

$ 17, 087 
15, 963 
16, 071 
15, 600 
19, 698 
16, 809 

*Net passenger railway operating deficit may be over­
stated to the extent that such items of expense that 
have been included in net passenger expenses as 
allowable expenses would generally be disallowed by 
the Commission in discontinuance cases . (Source : 
Schedule 300 Form A.) 

Employees 

The average number of employees in the Southern 
Pacifi work force declined from 45, 175, in 1959 to 
42, 734 in 1968 . As of December 31 , 1968, the work 
force included 961 executive personnel , 10, 574 pro ­
fessional , clerical and general personnel , 6, 471 
mai ntenance of way and structure personnel , 9, 546 
maintenance of equipment and stores personnel , 2, 309 
transportation personnel other than train and yard 
personnel , 636 yard masters , switch tenders and hostlers , 
and 12, 237 train and engine personnel . 

The average number of employees in the Cotton Belt 
work force declined from 4, 183 in 1959 to 3, 667 in 1968 . 
As of December 31 , 1968, the work force inc l uded 95 
executive personnel , 776 professional , clerical and 
general personnel , 524 ma i ntenance of way and structure 
personnel, 665 maintenance of equipment and stores 
personnel , 188 transportation personnel other than 
train engine and yard personnel , 49 yard masters , swi tch 
tenders and hostlers , and 1, 370 train and engine personnel . 

Financial Analysis 

The balance sheets and income statements of the 
Southern Pacifi c have been constructed on a corporate 
entity basis fo r the years 1965 and 1968 . The statements 
for 1965 reflect the Southern Pacifi c ' s financ al posture 
at the time it entered into an agreement with the Uni on 
Pacific to purchase certain propert i es of the Rock I sland , 
assumi ng that the Rock I sland had been merged into the 
Union Pacific , as proposed in the instant proceedings . 
The statements for 1968 have also been included to show 
Southern Pacific ' s financial position as of the latest 
available date . 
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Tabl e 4R 

SOUTi-JS R.:·~ PACl:<'IC BA1A ::c ~ S d~~'l'3 AS C r 

Current Assets 
Cash 

emporary cash inves tments 
pecial deposits 

Loans and notes r ece ivabl e 
raf f i c and car-servi ce balances-Dr. 
et balance receivable f rom agents and 
conductors 

Hiscel laneous accounts r eceivabl e 
Inter est and dividends r eceivable 
Accrued account s r eceivabl e 
Working f und advances 
Pr epayments 
}1ater ial and s upplies 
Other curr ent assets 

Total curr ent assets 

Special Funds 
Sinking funds 
Capital and other r eserve f unds 
Insurance and other funds 

Total special funds 

Inves tments 
Inves tments in aff iliated Cos . 
Other inves t ments 
Reserve f or ad.iustment of i nvestment in 

securities - Cr ... 
Tbtal investments 

Properties 
Road and equipment property 
Improvements on l eased proper ty 

Total transportation property 

Accrued depreciation- Rd. & Squip . 
Amortization of defense project s-Ra. & Equip . 

Recorded depreciation and amortization 

Total transportation property less 
depr . & amort . 

~~ is cellaneous phys i cal proper ty 
Accrued depreciation- miscellaneous 

physical property 
Miscellaneous physical property l ess 

depr eciati on 
Total properties les s depr . & 

amort . 

Other Assets and Deferred Charges 
Ot her assets 
Unamortized di scount on long- term debt 
Other deferred charges 

Tbtal other assets and deferred charges 

Tbtal assets 

December 31, 1965 

$ 2, 871, 567 
ll,o , 994, 923 

164 , '~93 
266, 577 

6, 960, 088 

23, 853, 896 
20, 649 , 538 
1, 990 , 175 

32, !!05 ,347 
81,160 

188 , 683 
13, 085 , 903 

6,135, 846 
249 , 648 , 196 

2, 069 
21, 209, 959 

520, 445 
21, 732 , 473 

178 , 655 , 946 
u5 , 881,652 

( 55 , 024, 502 ) 
1o9, 513 , o9o 

2, 339 , 544 , 998· 
3 , 107, 149 

22342 , 652 ,147 
75oo . 762 ,158 ) 
~ ~0 d85 ! 92 2 ) 
(531, 748, 080) 

l , Rl 0, 904, 067 

126, 682 , 878 

8, 731, 816) 

117, 901,062 

1, 928, 805 , 129 

2, 028, 330 
3, 814, 278 
62678 ,197 

12,520, 805 

$2, 382 , 219, 699 

- 1 71 -
439-351 0 - 71 - 12 

F. D. ;,;o . 226'<'-\ 

De cember 31, 1968 

-- 861, 7S2 ,• 
141, 735 , 016 

275, 298 
241,113 

2, 582, 260 

37, 048 , 274 
27 ' 776,380 

1, 997 , 339 
23,766, 749 

82, 168 
550 , 365 

15,265, 705 
1, 149, 151 

253 , 331, 6oo 

3, 566 
15, 697 , 099 

559 , 047 
1o, 2:S9, 112 

l 69,3u2 ;364 
4h , u82 , o22 

( 52 , 717 , 103) 
161, 107, 283 

2, 473 , 881, 468 
758, 33h 

2, 474,639 , 802 

(5S3 , 20o, oso ) 
~ 2~ ! 20~ ! 420 ) 
(576 , 404, 470 ) 

l , P98 , 235 ,332 

149, 534 , 772 

( 10, 116, 017) 

139 , lH8, 755 

2, 03 7 , 65 !.~ , 08 7 

2, 617 , 215 
3, 526, 488 
9, 713, 244 

1S , 8S022.L,7 
-

$2 ,~. 484 , 209 ,629 
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Table 48 - Continued 

SOUTH"':RN PACIFIC BlcU.NC~ SHS~TS AS C ~: 

Current Liabilities 
Audited accounts and wages payabl e 
Miscellaneous accounts payable 
I nteres t ma tured unpaid 
Dividends matured unpaid 
Unmatured int erest accrued 
Accrued accounts payable 
Federal income taxes accrued 
Ot her taxes accrued 
Other current liabilities 

Total current liabiliti es (exclusive 
of l ong- t erm debt due within one 
year) 

Long- Term Debt Due lJithin 1 Year 

Long- Term Debt Due After l Year 
Funded debt unmatured 
Equi pment obligati ons 
Amounts payable to affiliated compani es 

Total l ong- t erm debt due after 1 year 

Reserves 
Casualty and other reserves 

Total re serves 

Ot her Liabilit i es and Jefe rred ~redits 
Other l1abil1t i as 
Unamortized premium on long- t erm debt 
Other deferr ed credits 
Accrued depreciati on-leased property 

Total other l i abili t i es and de~erred 
credits 

Sharehol de rs' Equity 
Capital stock-issued-total 

Retained Income- unappropriated 
Total retained i ncome 

Total shareholder s ' equity 

Total liabilities and shacehol ders' 
equity 

December 31, 1965 

.... 29, 604 , 63/.t " 
24 ,354, 896 
2, 780, 567 

915,082 
6, 851,935 

71,320, h02 
16, 677,549 

S, 880, 299 
8, 3fl 0, 331 

169, 765 , 695 

39 l 67~ , 044 

394 , 053,928 
297 , 856, 667 
23 ~ 074 , 985 

714, 985 ,)80 

20,112,123 
20,112,123 

2, Lll, l 01 
111.!,190 

22 ,355 , R87 
2 , 246 ~ 853 

27,128, 031 

424, 875 , 041 

985z675 ,1R5 
985, t>75 ,1R) 

1 , 410, 550, 226 

$2, 382,219, A99 
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December 31 , 1968 

" 26, 8h7,809 ·.~ 

24, 672' 766 
2, 857, 629 
2, 412,494 
7, 038, 006 

93 , 439,051 
24, 088 ,520 

9, 7R0, 915 
8 , 877 ,740 

200 , 014,930 

70, 95 7, 164 

323, 698 , 5P. O 
3hl, 676,933 

35, 329,371 
700, 704 , 884 

11, 795 , 615 
11l 795, t>1:S 

4, 608 ,722 
90, 981 

e , 22L. , 634 
179, 803 

13, 104, l h0 

424 ~ 8 75,041 

1, 062,757 , 855 
1, 062 , 7)7 , 85) 

1, 487, 632 , 896 

e-2 J 484 , 209 ' 629 



Table 49 

SOU'lliERN PACIFIC I NCOME STATEMEN'IS FOR THE YEARS 

.'otal Oper ating Revenues 

Qperating Expenses 
i4aintenance of Hay and structures: 

Exclusive-of depreciation 
Depreciation 

Aaintenance of equipment : 
Exclusive of depreciation 
Depreciation 

Traffic 
ansportati on 

•,:iscellaneous & general 
Total operating expenses 

Ne t revenue from railway operations 

Railway tax accruals 

Railway operating income 

Rent income- Cr .. 
3ents payabl e- Dr .• 

et rents 

Net raillvay oper ating income 

Tot al other income 

Total income 

Total miscellaneous deductions 

Income available f or fixed char ges 

Fixed charges 
Contingent inter est (other dedactions) 

Total fixed charges 8- continr ent int ~'re~_!: 

Ordinary income 

Total extraordinar;:-r i t ;,;ms (net) 

let income after ~ixed charges 
and other deductions 
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1965 

$786, 295 , 827 

87,819,383 
8, 440,301 

106 ,197 ,743 
49, 933, 999 
13,382,414 

307' 775' 089 
38,161 644 

ts11, 110:573 

174, 285 ,254 

73, 048 , 406 

101, 536,848 

6 ,L~ 72, 997 
39,362,512 

U2,HB9~)1~) 

6~!. 64 7 ' ~33 

35, D73, 762 

10422~1 , 095 

5 , 8 71,~? 

98 , 449, 693 

28, 772,522 
--

~72,522 

_ _!JJ.?. ~77 ,~]1-

~' 69, 677 ,171 

F. D. No . 22688 

1968 

$860,168,211 

92 ,011,235 
10,116,104 

109,125 , 887 
54, 842 , 911 
14, 078 , 156 

343 , 082 , 976 
48 z750,509 

'b72 ,007, 778 

188 ,160 , 433 

75,884 ,269 
---

112,2 76' 164 

6,163, 812 
53,279 335 

-ui7,11~3) 

65 ,160, 641 

46, 224, 749 

.ul,385 , 390 
------

4 , YJ 9_,j;2~ 

106, 445 , 752 

31,585 , 853 
--

-3l, 585, B)3 

74, 859 , 899 

!:p 74, R59, 899 
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Gross Ra i lway Operating Revenues and Ex penses 

Table 50 which follows , has been constructed to 
show Southern Pacific ' s net income trend for the ten 
year period from 1959 to 1968 . Towards the end of 1961 
the Southern Pacific merged into itself its wholly 
owned subsidiary, the Texas & New Orleans R . R . Co . As 
a result of this merger , railway operating revenues of 
Southern Pacific increased from $550 million for 1959 
to $701 .8 million for 1962 . After five years of gains 
i n earnings , the effect of strikes in the copper and 
automobile industries , decreases in production and 
shipments in lumber and plywood and unfavorable growing 
conditions in the agricultural area were all contributing 
factors in the downward trend of Southern Pacific ' s 
earnings , which amounted to $799 .3 million in 1967 or a 
drop of $23 million from the $822 .3 million realized in 1966 . 
I n 1968, due to its continued program or equipment anu 
plant improvements , industrial development program, 
including land acquisition for this purpose and other 
new services and methods the Southern Pacific ' s railway 
operating revenues reached a high of $860 .1 million . 
I ts passenger revenues for the 10 year period 1959-
1968 reached a high of some $29 million in 1968 . How-
ever , the loss in passenger revenues over a six year 
period from 1963 to 1968 has averaged about $2 .8 million 
annually . 

As also discussed in other portions of this report, 
wage increases and health benefits throughout the rail­
road industry have played a large part in the increase 
in railway operqting expenses in the last ten years . 
These increases in conjunction with the rising costs of 
materials and supplies as well as the general infla ­
tionary factors have affected Southern Pacific ' s railway 
operating expenses . These expenses increased from 
$433 million in 1959 to a high of $672 million in 1968 . 
However , througL efficient operations and larger traffic 
volume it has managed to maintain a favorable margin of 
operating efficiency or stated differently ~ favorable 
operating ratio which has not exceeded 79 .9 percent in 
the period 1959-1968 . 

Net Railway Operating I ncome and Net Income 

Southern Pacific ' s net railway operating income 
increased from $46 . 1 million in 1959 to $65 .1 million 
in 1968 . For the same period of time an average of 28 .8 
percent of its total income available for fixed charges 
was derived from nonrailway operations and its net 
income after fixed charges and other deductions increased 
from $50 million in 1959 to $74 . 9 million in 1968, 
indicating that the Southern Pacific has enjoyed a decade 
of profitable operations . 
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Working Capital 

The Commission has found on a rule of thumb that a 

carrier ' s working capital should be equal at least, to 

one month ' s average operating expenses less depreciation . 

On this basis Table 51 has been constructed for 

the ten year period from 1959 to 1968, to show Southern 

Pacific ' s monthly average working capital requirement 

position . I t discloses that 1967 was the only year in 

the entire ten year period that its average monthly 

working capital requirement was some $9 mil lion more than 

the computed working capital . However , historically, it 

is evident from the record that Southern Pacific has 

maintained an adequate working capital position sufficient 

for conducting orderly operations . 

Rate of Returns 

Table 52 following , for the period 1959-1968 shows 

that Southern Pacific's rate of return on net investment 

in transportation property for that period was never 

more than the 3 . 91 percent it realized in 1963 . However, 

its average rate of return of 3 . 24 percent for the ten 

year period is characteristic of the railroads in the 

Western Di strict , considering that the average rate of 

return for the whole Western District was about 3 . 25 
for the years 1959-1967 (1968 not available) . 

Furthermore , the Southern Pacific in its brief 

indicates that its earnings on transportation property 

i n 1967 exceeded the earnings on transportat i on property 

by the United States railroads as a whole for the same 

year . This comparison was based on .the "Annual 

Statement of Bureau of Railway Economics , Ass n . of Amer . 

Rai lroads . " The 1969 edition of this statement discloses 

that the Southern Pacific ' s average rate of return on 

net investment in transportation property of 3 . 24 
percent also exceeded the average rate of return of 2 . 83 
percent earned by the United States railroads as a 
whole . 

Based on the foregoing discussion Southern Pacific ' s 

average rate of return on ne t investment in tra nsporta ­

tion property has been as good as the average rate of 

return shown for the railroads in the Western Distri ct 

and better than the average rate of return shown for the 

railroads in the United States as·a whole . 

Long - term De bt 

Southern Pacific' s total~ng-term debt ( including 

amounts due and payable within one year ) over the past 

decade , 1959-1968, has aver~ed about $760 mill i on annually . 
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I ts long- term debt due within one year for that period 
ranged from a low of $24 .7 million in 1959 to about $80 
million in 1968, with an average of some $38 million 
annually for the ten year period . 

As stated in Southern Pacific ' s brief , it is here 
agreed that compared to the other rail carriers , 
Southern Pacific's long - term debt is considerably 
higher . However , Table 50 shows that for the same ten 
year period funds generated by net income alone averaged 
~61 . 5 million annually . Thus , historically, Southern 
Pacific has had more than sufficient funds available to 
service its equipment obligations and other debt due 
within one year without resorting to the use of funds 
generated by charges to depreciation . 
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Tabl e 50 ----
SOUTHSRN PACJFlC ~~T I NCOME T~END 19)9-1968 

Net Income Af ter 
Total Railway Total Railway Ne t Raibvay Income Ava i labl e Fixed Charges And 

Operating Revenues Operating Expenses Operating Income For Fixed Chare;es Other Deductions 
Year (0.222_ ___ (000 ) (000 ) (000) (000) - --
1959 $550 , 081 ~433,065 ~:- ) , 6 , 118 ~~ 73' 916 ~50 , 001 
196o 535 ,774 425 , 643 45 ,307 72, 409 !1£\ , 277 
1961 565 , 533 )13 7 ,195 ) 0, 074 76, 666 52, 130 
1962-l~ 701, 879 5lJ8, 759 60 ,385 87 , Of1 0 60, 7133 
1963 704, 488 553, 260 71, 28) , 93,2 75 67, 053 

~ 1964 728, 578 582, 287 G0, 305 91,342 63,898 
-..] 
-..] 1965 786 , 296 611,710 68 , 647 98 , 450 69 , 677 

1966 f1 22, 3)5 6hl,468 62, 060 104, 523 74 , 392 
1967 799, 389 626, 185 52, 521 86,324 54,717 
1968 860,168 672, 008 65 , 161 106, 4)1 6 7)1 , 860 

~~ 

Ref l ects increases as a r esult of mer ger ofT. & N. 0. R. R. Co. i nt o S. P. Co. 
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Jahle_51 

SOU'.lWmN PACJl"'C 'r/ORKHIG CJ\f'ITJ,L 1959-_!96~ 

To tal Cpera tine; f.lonthl y Aver age 
Total Current Tot al C..1rrent ·,iorkine :_.;x;1enses Less ·. iorkine Capital :rJo r·kj nt· Assets 1iabili t i : s Capital Depr eci a t i on 11r::qui nnnent Capi.tal 1a t io Year _(oog_) ___ (000) .J.Q99l_ ---· -· s 000 l_ ---- __ __ i 999l __ -

--- ·· --~--~ -

1959 ~214,938 ~~ 114 ,172 t l 00, 766 ~ :.397 , L3l ~~33 , 110 1. 9 1')60 196, 838 103' 16!, 93,{71, 3PP. , 549 32, 379 1. 9 1961 236, 275 160 ,716 75 , 559 398 , 401 33 , 200 1. 5 1962 267 ,411~ 158 , 106 109,30,q 498 , 425 IJ1, 535 1.7 - 1963 2P.J , 271 · 159 ,359 123, 915 501, 1,7EI 41,790 1. 8 --.J l 96h 26P. , f 02 151, 701 117,101 52 7' 3,qr, 43 , 9/;9 1. 8 OJ 
1965 249 , 6L8 169 ,766 79 , 8F:2 553, 336 46 , 111 1. 5 1966 23[' , 618 1136 , 137 52 ' ht\1 5f"J J 176 1 ~ 8 ,3 1 · 8 1.3 1967 223 , 520 186 , 038 37 , I,P. 2 5(1, 91)} ! 46, fl 33 1. 2 190 3 253 , 332 200 , 015 53, 317 W7, 0h9 50 , 58 7 1. 3 



Tahle 52 

S0UTH8RN PAClFIC M 'l'E OF lhlT , Ri'f ON N;·;T lhfi! !•:S'll-I"':'··JT HI 
- T~Ai''SPOH.TA Tion PRCP !~RTY 195'9-:19oR ___ _ 

- ----

lnvestment l n Depreciation f.t.. Net :re t 3.y . Cpr . Percent Percent 
Proper ty , Cash &: M8rS Amo r t ization InvPstrnent Income Sout her n Pacific ' . .'e ster a Dis trict 

Year (000) (000 ) _(q92l__ _ J.Q9.Ql_ __ -- ---- - --- ·-- -- --- -·- - -- ---- .. -----
1959 ~'.l, 915 , L73 ~365 , 732 11, 549 , 741 '' J.(;, l1R 2. 98 3 . 08 
1960 l , 93/t , l 6l., 38 1 ~ , 22 6 l , 5!,9 , 93G 115 , 307 2. 92 2 . 59 
1961 2 , 292 , 3h9 165 , 919 1 , P36 , !,30 5o , on~ 2.73 2. 77 
1962 2, 2P5 , 259 1:83 , 167 1 , 1302 , 092 (,0 , 385 3-35 3. 27 

..... 1963 2 , 325 , 299 501,303 1,82 3, 996 71 , 284 3. 91 3. LJ 
-.J 1964 2 ' 322 , 684 519, 435 1,fl03, 2) ,9 6o , 305 3.34 3. 1 ~ 3 
\.0 

1965 2, 359 , 653 533, 959 1,825, 694 68, 647 3. 76 3 . ~·j) 

1966 2 , !·hh , L93 553 , 086 1, 091 , 407 62, 060 3. 20 3- 93 
1967 2, 48!, , 562 566 , 453 1 , 918, 110 52 , 521 2. 74 2. 73 
1968 2, 1,91, 658 576, 544 1 , 915, 114 65 , 161 3. l,o NA 

NP: ik t ava ilable. 
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Fixed Charges 

Southern Pacific ' s fixed charges have increased 
annually from $24 million in 1959 to $31 . 5 million in 
1968 . For the entire ten year period 1959- 1968 these 
fixed charges aggregated $274 million or an average of 
$27 . 4 million annually . In such connection, it is 
significant to note that for the period discussed , 
Southern Pacific has historically realized a sufficient 
amount of net income from railway operations alone to 
meet its fixed charges without depending on income 
earned from nontransportation operations . See Table 50 . 

As Table 50 further shows , the combined income 
from railway operations and income from all other 
nontransportation operations for the ten year period 
1959-1968 aggregated some $892 . 5 million . Thus , 
South~rn Pacific had available $89 . 2 million annually 
for fixed charges of $27 . 4 million annually, or , as is 
quite clear , average annual income available for fixed 
charges was more than three times larger than the 
average annual fixed charges for the period considered . 

Taxes 

Southern Pacific ' s transportation and nontransporta ­
tion facilities have been operated profitably for the 
las ten years (1959- 1968). The record shows that Southern 
Pacific alone , on a corporate entity basis , has accrued 
sizable amounts of Federal income taxes which aggregated 
almost $110 million in the last decade . 

The following table represents a compilation of 
total Federal and State taxes accrued by the Southern 
Pacific from 1959 to 1968 . 

Table 53 

Railway Tax Accruals 

State Federal All Other 
Year Taxes I ncome Taxes Federal Taxes Total 

(ooo ) (ooo ) (ooo} (ooo} 

1959 $24, 022 $15, 172 $20 , 611 $59, 805 
1960 25, 070 12, 523 21 , 215 58, 808 
1961 25, 612 22, 185 20, 839 68, 636 
1962 30, 182 13 , 947 26 , 867 70, 998 
1963 30 , 425 1, 996 26 , 234 58, 655 
1964 31 , 000 4, 675 27 , 871 63 , 546 
1965 32, 924 11 , 315 28, 809 73 , 048 
1966 34, 366 14, 792 32, 615 81 , 773 
1967 37 , 413 9, 050 35, 709 82, 172 
1968 34, 656 3, 889 37, 339 75, 884 
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Although the financial aspects of the Southern 
Pacific have been discussed on a corporate entity basis , 
the earnings of its railway and nonrailway subsidiaries 
are a very important factor in the accrual of Federal 
income taxes . The Annual Report to its stockholders 
furnish in detail the amount of Federal income taxes 
accrued for Southern Pacific and railway subsidiaries 
and the amount accrued for its nonrailway subsidiaries . 
The following exhibit has been compiled to show the 
lmpact that the accrual of Federal income taxes has had 
on the Southern Pacific computed on a consolidated basis 
from 1959 to 1968: 

1964 1965 1966 1967 1968 
(ooo) (ooo} (ooo } (ooo } (ooo } 

Southern Pacific 
& railway 

$12,455 $18, 040 $22, 667 $14, 315 $14, 642 subsidiaries 
Nonrailway 
subsidiaries ~ ~ 281 8 ~ 026 10 ~ ~77 11 ~ ~64 ~ 342 

Total $17 , 736 ~26 ~ 136 $33 , 244 $25, 879 $24, 984 

E~ment Rents 

Southern Pacific in its 1968 Annual Report to stock­
holders has indicated that the Southern Pacific and 
its railway subsidiaries have expended mo re than $1 . 4 
billion in the last 10 years for new equipment and plant 
improvements . The report did not disclose how much of 
this equipment was acquired by the Southern Pacific to 
meet its operational needs . But , it did indicate that 
it was specialized equipment which was acquired to 
meet specific shipper needs . 

Considering Southern Pacific ' s equipment rents 
account for the last five years , 1964 to 1968, it is 
quite evident that the substantial amount of investment 
for new equipment was not sufficient to meet all of its 
operational needs . I ts Annual Report Form A to the 
Commission shows that its equipment rents increased from 
a total cost of $21 . 5 million in 1964 to $46 million in 
1968 or an increase of more than 53 percent . 

I n any event , it appears that the substantial 
investment in new equipment together with the large sums 
expended for the add i t i onal equipment rental have been 
instrumental in maintaini ng the steady improvement and 
efficiency in service which has resulted in profitable 
operations for that period . 
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Debt -Equity Ratio 

Southern Pacific ' s balance sheets from 1959 to 

1968 show that its ratio of total long- term debt to 

total long- term debt and shareholders ' equity never 

exceeded 54 percent and averaged about 43 percent over 

the 10- year period . Also , computing Southern Pacific ' s 

debt - equity ratio by using its total debt structure, 

from 1959 to 1968, shows that it had a ratio of total 

debt to combined total debt and shareholders' equity 

averaging about 44 percent for the same period . 

Al though it has been shown that Southern Pacific ' s 

long- term debt is relatively high, its financial 

stability is not questioned because of its satisfactory 

debt - equity ratio and borrowing for new equipment and 

plant improvements over the past decade has been no 

prob l em for the Southern Pacific . 

Motor Carrier Operations 

Southern Pacific Transport is controlled by the 

Southern Pacific through stock ownership . It is 

authorized to operate as a motor common carrier in inter­

state or foreign commerce pursuant to certificates 

issued in No . MC - 30319 and 72 subnumbers thereunder . 

I t operates in the States of Texas and Louisiana , 

principally as a general commodity carrier over regular 

routes which parallel the lines of its parent rail 

carrier and is generally restricted to the performance 

of service auxiliary to or supplemental of its parent . 

I t also has general commodity authority authorized by 

the State regulatory commissions of Texas and Louisiana . 

At the close of the year 1968 it owned 957 units of 

revenue equipment consisting of 133 trucks , 222 truck 

tractors and 602 semitrailers . It is noted that 823 

units or about 86 percent of its total revenue equip­

ment owned was used principally in intercity service . 

All intercity units operated 7 , 021 , 882 miles in inter­

city highway service , carried 419 , 855 tons of revenue 

freight and realized revenues of $8,280,185 from these 

operations . Although Transport is predominantly an 

intercity carrier, it reported freight revenues of 

$4, 019, 386 that i t realized from local cartage service . 

I ts balance sheet as of December 31 , 1968J shows 

total assets ag~regating $9,933,433 , consisting of 

current assets ~2 , 532 , 661 , composed of cash $99,653, 

working funds $150, accounts receivable $2,219,951, pre ­

payments $200,513 and material and supplies $11 , 200 ; 

carrier operating property less reserve for depreciation 

$3,085,790; intangible property less reserve for amorti ­

zation $386,498; investments and advances - affiliated 

companies $3 ,769, 950 ; deferred debits $156, 079 and 

miscellaneous debits $2, 455 . Liabilities were : 
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Current liabilities $1,947,476, composed of payables to 
affiliated companies $182,266, accounts payable $665,822, 
wages payable $276,126, taxes accrued $74,726 and other 
current liabilities $748,536; deferred credits $19,335; 
reserves $97,836; capital stock $2,049,725 and earned 
surplus-unappropriated $5,819,061. 

Income statements for 1966, 1967 and 1968 show 
operating revenues of $9,974,475, $11,191,951 and $12,488,949, 
net income of $148 ,760, $773,348 and $503,471 before provision 
for income taxes and $11 8 ,010, $608,673 and $373,050 after 
provision for income taxes, respectively. 

Transport is a financially sound carrier and seeks 
authority to acquire that portion of the operating rights 
of Rock Island's motor carrier subsidiary, the Rock Island 
Motor Transit Company, located in the geographical area served 
by the rail lines of Rock Island which are to be acquired by 
the Southern Pacific. 

Financial Status of Cotton Belt 

Cotton Belt~ financial statements filed in its Annual 
Report Form A, to the Commission, is on a consolidated basis 
and includes its subsidiary companies (St. Louis Southwestern 
Railway Company of Texas and Dallas Terminal Railway and Union 
Depot Company). As of December 31, 1968 its balance sheet 
reported total assets aggregating $287.6 million, including 
among others cash $442,332 and temporary cash investments $9.4 
million; special funds $28 ,158 ; investments $9.8 million 
(principally in affiliated companies); total properties less 
depreciation and amortization $254.5 million and other assets 
and deferred charges $665,529. Liabilities and shareholders' 
equity are comprised of current liabilities $22.2 million, 
including audited accounts and wages payable $8.9 million and 
accrued taxes $3 million; long term debt $22.8 million (all of 
which is due a fter one year); reserves $467,333 and other 
liabilities and deferred credits $425,794; and shareholders' 
equity $241. 8 mil l ion, which consists of capital stock $37.1 
mi llion and retained income-unappropriated $204.7 million. 

Cotton Be l t~ income s tatement for the year 1968 shows 
total railway ope1ating revenues $107.9 million, with total 
railway operating expenses $71.2 million, resulting in an 
operating ratio of 66.02 percent. Net railway operating income 
$24.3 million pl us income (net) from other than railway opera­
tions a gg regated $26.9 million which was available for payment 
of fixed charges and other deductions amounting to $923,142. 
et i ncome after fixed charges and other deductions amounted to 
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almost $26 million. Cotton Belts profitable operations, 
favorable ratio of total debt to combined total debt and 
shareholders' equity of 15.9 percent and its ability to meet 
its fixed charges, indicates a sound financial position for 
1968. 

Table 53-A following, represents Cotton Belt~ results 
of operations for the five year period 1964-1968. Its efficient 
operations, for that period have resulted in a favorable opera­
ting ratio which averaged 64.79 percent, its earnings his ­
torically have been more than sufficient to meet its fixed 
charges and its ratio of total debt to combined total debt and 
stockholders! equity averaged only 24 percent. 

Cotton Belt~ dividend payments aggregated more than 
$22 million over tne five year period discussed and it is 
noted that its dividend appropriations for each year from 
1964 to 1967 was $3.6 million but increased to $7.9 million 
in 1968. Based on the foregoing financial data the Cotton 
Belt is a financially sound carrier. 
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Year 

1964 
1965 
1966 
1967 
1968 

Year 

'I'otal 
Operating R~venues 

(000) 

$ 79,582 
89,511 
95,097 
96,835 

107,890 

1otal 
Curri~nt Assets 

(000) 

Total 
Operating Expenses 

(000) 

$ 51,538 
57,887 
61,476 
61,867 

'!!able -~ 5 3A. 

COTTON BELT INCCJ1E TREND 1964•1968 

Ne t Railway 
Operating Income 

(000) 

$ 16, 285 
21,427 
21,561 
26, 678 

Income Avai lable 
For Fixed Charges 

(000) 

$ 17,068 
22,590 
23 , 267 
27 , 282 

_}.ll224 ______ 24l 253 26z9l0 
WORKI NJ CAHTJ..L 

. ". 

Net Inccme After 
Fixed Charges and 
Other Deductions 

(000) 

$ 16,142 
21,664 
22,3b2 
26,356 
25,287 

Total Working 
Current Liabil i t:i.es Capital 

(000) (000) 

Total Operating Expenses 
Less Depreciation 

(000) 

Monthly Average Working 
Capital Requi rement 

(000) 

1964 $ 23 , 838 
16,257 
1)(,419 
27 , 211 

$ 20,833 $ 3,oo5 $ 45, 653 e 3, 8o4 
1965 l5,b45 812 51,181 4, 265 
1966 15,708 (1,289) 53, 896 l1,l r91 
1967 17,167 lO,Ob4 53,1.>19 4,451 
1968 

p . .. - .. ~-

-- ~?_.r_~Q!_ ___ _ 22 211.1 . 387 61,567 5 130 
--mi~_91':._ ~.'2'~A L _]2_~~£ 1'.~-'!:~l: ._~~!3I._.~=~TOCKtlQ~DEl_~ · _EQU IT~ . . -~--· -t. - -~----

1964- % 1965- % 1966- % 1967- % 1968- % 
(000) (000) (000) (000) 

TOTAL DEST $ l:ib,"68)-"22:4 $179,i2l-SO $ -4o;o49-i6;b $ 41,1Li8-l5.) 
~1 -0CKHOLDE.F' Ec;,.UI'l'Y 161,~15-77.6 17~~n-t-50 200,~849-82.4 223_,§33-84.5 

C oo.~o ):.-r.-~~ 
$ 4>,56L-l5.9 

T0'1 AL ~?os , . 98.:I00.£1 $E z 1 .:IoQ.__ $24o,·89tr:IoO:o $264 1 78i~i'oo.t) 
.2411J?L~~8,Y .) 

$ 2B'7zbl8-lOO£ . 

Operating 
Ratio 

64.76 
64.67 
64.64 
63.89 
66.02 

Working 
Capital Rati~-

1.1 
l.l 

1.6 
l.O 
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Financial Data of Southern Pacific Company 

Southern Pacific Company's petition for leave to be joined 

as a party applicant in the proceedings in Finance Docket o. 

23595, filed January 6, 1970 contains a pro forma balance sheet 

(Exhibit B) as of September 30, 1969. This is the only financial 

statement of record for Southern Pacific Company and it shows total 

assets of $1,941,835,000 comprj ~ P.rl of investment in Southern 

Pacific Transportation Company: 7of ~1,641, 8 35 and organization costs 

of $300,000. Liabilities and shareholders' equity are comprised 

of current liabilities of $300,000 due to Southern Pacifir. 

Transportation Company and deferred federal income taxes 3 of 

$300,142,000; shareholders' equity of $1 , 641 , 393 000 consisting 

of common stock of $424, 875,000 and retained i ncome of $1,216,51 ,000 

The following footnotes have been offered by Southern 

Pacific Company as a means of explaining the above footnoted items 

on its pro forma balance sheet as of September 30, 1969 : 

37The investment in Southern Pacific Transportation Company 

is reported in the pro forma balance s heet on an equity basis. 

Under the equity method of accounting for investments S. P. Inc. 

(now Southern Pacific Company) will record in the investment 

account the changes that take place in its ownership equity in 

Southern Pacific Transportation Company. The net income of 

Southern Pacific Transportation Company and subsidiary companies 

will be included in S. P. Inc's income and will increase the 

investment account balance. Dividends paid by Southern Pacific 

Transportation Company will not represent income to S. P. Inc., 

but instead will reduce the investment account balance. 

38s. P. Inc. (now Southern Pacific Company) expects to be 

included in the consolidated Federal income and California 

franchise tax returns filed by the former Southern Pacific Company. 

On this basis, no tax would accrue to S. P. Inc. It is contem­

plated that income taxes payable to other states, if any would 

be relatively immaterial. Deferred Federal Income Taxes, per­

taining to income of Southern Pacific Transportation Company and 

those subsidiary companies whjr.h are required to conform to 

accounting rules of the I.c.c. , will be recorded by S. P. Inc. 

so that its accounts will be stated in accordance with generally 

accepted accounting principles. Accounting rules of the I.C.C. 

vary from generally accepted accounting principles in that no 

recognition is given in the accounts to the possible effect on 

Federal income taxes in the future years of current reductions in 

income taxes resulting from deductions for amortization and 

depreciation of property for income tax purposes in excess of those 

recorded in the accounts. 
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Preliminary Findings and Conclusions 

Southern Pacific operates over 11,700 miles of road in 
the vast area extending from Portland on the north to Los 

ngeles in the south and to Ogden and New Orleans on the east. 
I ts subsidiary, St. Louis Southwestern, operates over 1,500 
miles of road extending from connections with the parent 
company in Texas and Louisiana to the Memphis and St. Louis 
ateways. Operationally, the two carriers are one, and con­

stitute one of the two major rail systems operating in the 
southern corridor. 

Southern Pacific has handled from about 800,000 to 
900,000 cars of local traffic annually over the 1962-1968 
p eriod, representing approximately one-third of the carrier's 
carload business. Southern Pacific is primarily an origin and 
des tination carrier of lon g-haul interline traffic, with less 
t han 10 percent of its total carloads moving as bridge traffic. 
Wi th respect to the latter category, its significance is further 
diminished by the fact that some of Southern Pacific's bridge 
traffic originates or terminates on subsidiary lines. On the 
other hand! Cotton Belt is reliant upon bridge traffic. 

The Southern Pacific handles a large volume of traffic 
the length of the Pacific Coast via the Shasta and San Joaquin 
routes, including transcontinental traffic moving in part over 
the Sunset Route. The Coast Route carries a heavy volume of 
traffic between the San Francisco and Los Angeles areas. 
Southern Pacific is also the dominant carrier in the western 
portion of the central corridor and acts as the origin or destin­
ation carrier for the bulk of its total traffic moving through 
Ogden (about 460,000 cars total in 1965). 

Near the midpoint of the Sunset Route, at El Paso, 
Southern Pacific interchanges over 40,000 cars with the 
MoPac-T&P system and well over 100,000 cars with the Rock 
Island at Tucumcari, on the Golden State Route (based on 1963 
data). 

East of El Paso, most of Southern Pacific's interline 
traffic is with Cotton Belt, primarily at Corsicana (about 
150,000 cars ) and Shreveport (about 46,000 cars), and with 
Southern Pacific's Southern District rail connections at New 
Orleans (about 100,000 cars). 

In virtually all instances discussed above, most of the 
Southern Pacific interchanged traffic originated or terminated 
on Southern Pacific l ines. The interchanged traffic moved over 
Cotton Belt was primarily bridge traffic to that carrier. Both 
alone and in connection with Cotton Belt, Southern Pacific shows 
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great competitive strength by virtue of its geographic scope 
and concomitant status as an origin and destination carrier. 
Nonetheless, many of its most important foreign carrier inter­
changes such as occur at Ogden, Tucumcari, El Paso and 
Dallas-Fort Worth are at gateways deep within its own territory 
between the Pacific Coast and the Mississippi River~ The 
foregoing shows that Southern Pacific is i nterchanging traffic 
which to some extent might other~vise move in longer hauls 
entirely over its own lines. Factors that influence such a 
situation will be dealt with in detail i n the discussion of the 
merits of the proposed transactions. Even so, the average 
lengths of haul for Southern ?acific and Cotton Belt are among 
the longest for railroads in the Western District (528 miles 
and 406 miles, respectively, in 1968 ). Southern Pacific and 
Cotton Belt interchanges with intervening carriers take place at 
points in Texas, Louisiana and Arkansas and are later detailed 
in connection with the discussion of interveners' operations. 

Freight traffic on the Southern Pacific-Cotton Belt system 
has exhibited a generally increasing trend since the early part 
of the 1960's in terms of carloads, tonnage hauled and . ton-mi l es 
generated. Freight revenue is derived· from the transportation 
of a wide variety of commodities, with only three commodity 
groups contributing over 10 percent of Southern Pacific's total 
freight revenue in 1968 (Farm Products, Food & Kindred Products 
and Lumber & Products). The same situation obtains for Cotton 
Belt: the commodity groups accounting for 10 percent or more of 
total freight revenue in 1968 were Chemicals, Food & Kindred 
Products and Primary Metal Products. 

Largely as a result of its strength and increasing traffic 
volume, as above described, supported by continued and intensive 
programs of improvements to plant and equipment and establishment 
of new services and more efficient operating methods over the 
1959-1968 period, the Southern Pacific system's railway operating 
revenues have increased sufficiently to keep pace with the 
inflation in the economy. 

As seen, Southern Pacific, on a corporate entity basis, 
has comparatively large long-term debt and fixed charges, but 
it has had no difficulty in meeting these obligations. Southern 
Pacific has managed to maintain a favorable debt-equity ratio. 
Historically, it has reported profitable operations. Additionally, 
it has realized a substantial amount of nonrailroad income and 
income from investments and other sources which have been a con­
tributing factor in establishing the Southern Pacific as a fin­
ancially sound railroad. 

Southern Pacific has paid divi dends on its capital stock in 
each year from 1959 to 1968 . Dividend payments to stockholders 
over the last decade averaged more than $36 million annually . 
The record shows that it distributed dividends aggregating $41 . 3 
million or_ $1.525 per share in 1967 and $44. 8 million or $1.65 
per share in 1968, which was the largest dividend distribution in 
the company's history. 
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NORTH WESTERN 

Corpo r ate History 

North Western , which has continuously maintained 
its principal office in Chicago , was incorporated 
J une 7 , J859, in Wisconsin . I t is the successor- i n ­
interest of Chicago 1 s first railroad company formed i n 
1836 . I n 1867 , North Western 1 s line reached Council 
Bluffs , I owa , on the east bank of the Mi ssouri Ri ver 
directly across from Omaha . I n l883,it was co nso lidated 
with Chicago , Milwaukee a nd No r thwestern Railway 
Company and The Elgin and State Line Railroad Company, 
which added 788 miles of important lines in I l linois a nd 
Wisconsin . Mergers in 1947 a nd 1958, and several othe r 
acquisitions fostered North Western 1 s growth . On J uly l , 
1968, the Chicago Great Western Ry . was merged into 
North Western pursuant to authori ty granted in Chicago 
& N. w. Ry . Co .--Merger , 330 I . c . c . 13 a nd , on recons i d ­
eration, 333 I . C . C. 236, the Great Western proceeding . 

Affiliations and I nvestme nts 

North Western 1 s investments in carrier companies 
follow : 

Carrier Companies 

Majority Owned : 

Name 

Oshkosh Transportation Company 
( inactive) 

Minneapolis Industrial Railway 
Company 

The Railway Transfer Company of the 
City of Minneapolis (Transfer­
Minneapolis) 

Chicago , St . Paul , Minneapolis and 
Omaha Railway Company ( inactive ) 

Des Moines and Central I owa Railway 
Company ( Central I owa ) 

Fort Dodge , Des Moines and Southern 
Railway Company (Fort Dodge ) 

Minneapolis Eastern Ra ilway Company 
Railroad Properties , Incorporated 

Percen tage Owned 
By North Western 

100 

100 

100 

99 . 4 

99 . 6 

83 . l ( a ) 
100 (b ) 
100 

( a ) The percentage shown is directly owned by Des 
Moines and Central I owa . 

(b ) Of the 100 percent shown, 50 percent is owned 
directly by Chicago , St . Paul , Minneapolis a nd 
Omaha . 
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J oi n tly Owned : 

Na me 

Al ton and Southern Railroad 
I llinois Termina l Rail road Company 
I owa Transfer Railway Company 
Kansas Cit y Terminal Ra ilway Company 
The Lake Su peri or Termina l and Transfer 

Railway Compa ny 
The Minnesota Transfer Railway Company 
Peoria and Pekin Union Railway Company 
The S t . Paul Unio n Depot Company 

F . D. No . 22688 

Percentage Owned 
By North Western 

50 . 00 
9 .09 

20 . 00 
8 . 33 

16 . 67 ( a ) 
33 . 33 
12 . 50 
25 . 00 

( a ) Directly owned by the Chicago , St . Paul , 
Minneapolis a nd Omaha . 

North We stern also owns 100 percent of the stock 
o f North Western Leasing Compa ny , a company principally 
engaged in car leas ing to North Western . In two other 
car leasing companies , name l y , Packers Car Line Company 
and Tra iler Train Comp a ny , the interests of North 
Western are 18 . 10 perce n t and 4 . 88 percent , respectively . 
I t holds a 3 . 32 percent interest in Pullman Compa ny , 
operator of a s l eeping car service a nd a 50 percent 
interest in Chicago , Milwaukee a nd North Western 
Co rporation . Other than for the previously- described 
interests relating to rail transportation , North Western 
has no interest s in subsidiaries engaged in a ny other 
f orm of transportation . 

North Western h as interests in various comp anies 
e ngaged in insurance, finance, real estate , a nd manufacturing 
act i vities , as follow s : 

Non - Trans portation Companies 

Name 
Percentage Owned 
By North Western 

The Minneapolis and St . Louis La nd 
Company 

Wisco nsin Town Lot Company 
Railro ad Propert i es I ncorporated 
I owa Townsite Company 
I owa Developme n t Company 
Oma ha Grain Termina ls 
Bufmar, Inc . 
Car I mpro v eme n t Corporation 
North Western Communication, I nc . 
Velsico l Chemical Corporation (Delaware ) 

Michig a n Chemical Co rporation 

100 
100 
100 
100 
100 
100 
100* 
100* 
100* 
100 

80 . 01 ** 

*The three companies are d irectly owned by Des Moines 
and Ce ntral I owa . 

**O f the Michigan Chemical stock, 26 . 6 percent is 
directly owned by North Western and 53 . 4 percent by 
Velsicol Chemical . 
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As of June 30 , 1968, North Western was authorized 
o issue 1 , 448, 777 shares of Series A 5 percent preferred 
to ck, par value $100 per share , and 4 , 571 , 910 shares of 
o - par value common stock . The Great Western unifica ­
ion was consummated J uly 1 , 1968, and as of that time , 

actually on Ju ly 16, 1968, North Western had i ssued and 
outst anding 1 , 015 , 259 shares of p~eferred stock a nd 
2 , 323 , 575t shares of common stock . J9 However , also 
effective on July 1 , 1968, North Western effectuated an 
amendment to its articles of incorporation under which 
it was authorized to issue 1 , 398, 777 shares of Series A 
5 percent preferred stock of the par value of $100 each 
share , 50 , 000 shares of preferred stock ( of no designated 
series ) of the par value of $100 each, and 4 , 571 , 910 
shares of common stock without par value .40 

Northwest Industries , the parent company of North 
Western , was incorporated in Delaware on August 3 , 1967 , 
as an inactive , wholly owned sutsidiar~ of North 
Western . However, as of April 4 (or 8 ), 1968, through 
stock exchanges between them, Northwest I ndustries gained 
ownership of 96 percent ( 99 . 33 percent as of December 31 , 
1968 ) of North Western ' s capital stock . Of Northwest 
Industries ' lO - man board of directors and North Western 1 s 
9 - man board , the same five individuals serve as d irectors 
o n each board . Among such common d irectors , two serve 
as officers of North Western ; its board chairman and 
president . The vice - president of Northwest Industries 
a l so is vice - president ( finance ) of North Western . 

Through the described d irect control of North 
Western , Northwest I ndustries i s in indirect cont rol 
of the previously named transportat i on and nontranspor­
tation companies d irectly controlled by North Western . 
The same situat i on holds true with respect to a number 
of companies which, in turn , are controlleo through stock 
ownership by subsidiaries of North Western .41 

39 See the report o n reconsideration in the Great Weste rn 
unification wherein authority was granted the stockholde r s 
of Grea t Western to exchange the stock of North Western 
to be received by them under the transaction for stock of 
Northwest I ndustries . 

4 0 Exhibit No . 1332 which is a copy of the proposed 
reorganization and me r ger involved in the Milwaukee proceeding 
shows that as of J uly 16 , 1968, North Western had authorized 
capital stock cons i st ing of 1 , 448 , 777 shares of preferred 
stock par value $100 per share , and 4 , 571 , 910 sha r es of 
common stock without par value . 

41 Velsicol Chemical Corporation ( Delaware ) controls 
Velsicol Chemical Corpora tion ( Tenn . ) ~ Velsicol I nter­
American Corporation, L . A. J ohn Company, Velsicol Sou th 
American Corporation , Velsicol Pacific Li mi ted and 
Resources , Inc . ; Northwestern Leas ing Co . controls Pioneer 
Development Corporation; and Michigan Chemi cal Corpora tion 
controls Michigan Salt Company and Michigan Chemical 
I nternational Corporation . 
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Northwest Industries also is the parent company, 

through 100 percent common capital stock ownership , of 

Philadelphia and Reading Corporation . The latter 

functions as a holding and management company of Lone 

Star Steel Company, a producer of steel pipe and other 

steel products , Universal Manufacturing Corporation, a 

producer of bal l asts and wire for fluorescent lights , 

Union Unde r wear Company, I nc . , a producer of mens ' and 

boys ' underwear , sweatshirts ~ infants wear and a line 

of sport and dress shirts sold under the Fruit of the 

Loom trademark, I mperial Reading Corporation, suppliers 

of apparel to major chain stores , Acme Boot Company, 

I nc . , a producer of all kinds of boots and footwear 

and Fruit of the Loom, I nc . , which licenses its trademark 

to selected manufacturers of apparel and home furnishings . 

I t has also extended its licenses to canvas footwear 

and marine floatation equipment . 

There are a number of other companies in the 

Northwest I ndustries family of controlled corporations 

as detailed in the chart set forth below . The chart 

should be read bearing in mind that throughout the 

chain , sole control i s exercised through 100 percent 

stock ownership , except in the single case indicated 

by the asteri sk where the sole contro l is under a 60 

percent stock ownership . 
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PHILADELPHIA & READING CORP . 

Texas & Northern 
Motor Tran sporta­

tion Co . 

Acme Boot Co. , Inc. 

Joseph F. Corcoran 
Shoe Co. , Inc. 

Jeansco, Inc. 

Boys Tone Shirt 
Co., Inc.* 

Sources: Northwest Industries 196~ Annual Report Form A. 

Union Underwear Co. 

Texas & Northern Railway Company 1968 Annual Report Form C. 

Sherman Warehouse Corp. 
Aliceville Cotton Mill, Inc. 
Suoerior Underwear Mills, Inc. 
Brundidge Shirt Corp . 
Union Yarn Mills, Inc. 
Fayette Cotton Mill, In c . 
Winfie ld Cotton Mi ll, Inc. 
Fruit of the Loom Sales Co., 

Inc. (inactive) 
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Northwest Industries ' annual report shows that all 

of the controlled companies charted are engaged in 

nontransportation activities . However , Texas & 
Northern Railway is a class II line - haul railroad subject 

to the provisions of part I of the Act . Texas & 
Northern Motor Transportation Co . is an inactive motor 

carrier holding no authority from the Commission to 

operate in interstate or foreign commerce . 

Annual reports of the Texas & Northern Railway 

show that all of its outstanding stock, except for 

directors ' qualifying shares , are held by Lone Star 

Steel; and similar reports of Northwest I ndustries show 

that control of Texas & Northern Railway is in an 

"independent voting trust . " I t has not been established 

on this record whether or not the instrument creating 

the voting trust was at any time submitted to the 

Commission for determination of whether under such 

instrument Lone Star Steel , and , in turn , Northwest 

Industries , were effectively deprived of their control 

or abil i ty to control Texas & Northern Railway . 

Nothing here i n contained shall be construed as passing 

upon such question and the corollary i ssue of whether 

Northwest I ndustries lawfully acquired control of 

North Western .42 

At the time Northwest Industries filed its supple ­

me n tal application on J une 25 , 1968, for joinder as a 

party appl i cant in the Rock I sland p r oceeding, it was 

authoriz ed to i ssue thr ee classes of capital stock; 

namely , ( a ) 3, 077 , 355 shares of $4 . 20 cumulat i ve 

convertible prior preferred stock without par value (prior 

pre ferred stock ) 2, 000, 000 shares of preferred stock, 

par value $100 each share of wh i ch 1, 032, 511 shall be 

designated Seri es A 5 percent convertible preferred and 

10, 000, 000 shares of common stock without par value . 

As of Decembe r 31, 1968, Northwest I ndustries had 

issued and outstand ing 2, 446, 772 shares of common stock, 

3, 034, 967 sha r es of prior preferred stock, and 888, 951 

shares of the Series A preferred . 

Northwest Indust ries capital stock is widely 

d i stri buted and no corporation, individual , or group of 

affiliated ind i viduals controls or has the power to 

control Northwest Indust rie s within the meaning of the 

Refine r s case . In the Great Western unifi cat i on, North­

west Industri es was made subject to partial regulation 

u nder the provisions of section 5(3) , specifically the 

periodic a nd speci al reports requirements of section 20 

( 1 ) and ( 2 ) . 

42In connection with the referred to issue of control, the 

examiner notes the pending proceeding in Finance Docket No. 

26345, North West Industries, Inc.--Investigation of Control-­

Chicago and North Western Railway Company and Texas & Northern 

Railway Company. 
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Scope of Operations, Plant and Equipment : 

At the close of 1968, North Western ( including the 
recently merged Great Western ) operated 11 , 576 miles * 
of road in ll States . Of the tota l miles of road 
ope rated , some 74 percent i s c l assified by the carrier 
as branch line . Actual track mileage totaled 16, 501 
miles . By Sta tes, the respect i ve fi gures for main line 
and branch line owned , and mileage operated under 
trackage rights are : 

Miles of Road 

Miles Owned Trackage 
Main Line Branch Line Rights 

Illinois 543 493 53 
Iowa 921 l , 838* 62 
Kansas l 0 25 
Michigan 74 351 43 
Minnesota 422 1 , 325 52 
Missouri 90 0 12 
Nebraska 53 984 34 
North Dakota 0 14 0 ** 
South Dakota 0 1 , 400 l 
Wisconsin 793 1 , 681 21 
Wyoming 0 201 87 

Total 2 , 897 8 , 287 390 

*Includes 132 miles recently acquired pursuant to 
authority granted by the Commission in its Deci s i on 
and Order of January 2 , 1968 in Finance Do ck et No . 
24471 , Chicago & North Weste rn Railway Compa ny -­
Control --Des Moines and Central I owa Railway 
Company and Fort Dodge , Des Moines and Southern 
Railway Company . 

**Less than one . 

The principal lines of North Western rad iate from 
Chicago into the midwestern State s : one line almost 
straight west through Cedar Rapids to the Missouri River 
gateway of Omaha - Council Bluffs j another northwest to 
the Twin Cities and to Duluth, Minn . , and Superior, Wis ., 
through Madison and Eau Claire , Wi s . j and a third north 
to I shpeming, Mich .~ through Milwaukee and Green Bay, Wis ., 
and Escanaba , Mich . Other important lines run southwa r d 
from Minneapolis - St . Paul to the Omaha - Council Bluffs 
gateway through Mankato , Minn ., and Sioux Cit y , I owa , and 
from Minneapolis to Marshalltown, I owa , on the Chicago ­
Omaha line , through Mason City , I owa . The North Western 
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also operates lines which radiate beyond the above 
described points as far as Lander, Wyo . , Belle Fourche , 
s . Dak ., and Oakes , N. Dak . Also a line runs from the 
Chicago -Omaha main line at Nelson, Ill ., south to East 
St . Louis , I ll . , through Peoria . As a result of the 
Great Western unification North Western extended its 
service into Ka nsas City via the acquired Great Western 
line between Des Moines and Kansas City . 

Texa s & Northern Railway operates over 7 . 6 miles of 
road between Daingerfield and Lone Star, Tex . It 
connects at Daingerfield with the L&A . 

Principal terminal and yard facilities of North 
Western are located at Chicago , Council Bluffs - Omaha , 
Des Moines , Duluth, Fremont , St . Louis, Sioux City and 
the Twin Cities as well as Kansas Ci ty and Oelwein, I owa , 
added by the Great Western unification . I t performs 
major heavy locomotive repairs at Marshalltown, I owa , 
and at Chicago . Major freight car repair and car 
building facilities are maintained at Clinton, I owa . 
Passenger car shops are at Chicago and facilities for 
repairs and maintenance of way equipment are at 
Marshalltown and Fond du Lac , Wis . The Great Western 
unification added facilities at Oelwein for the repair 
of maintenance of way equipment . 

Locomotives in service on the North Western as of 
December 31 , 1968, totaled 884 units of which 468 were 
mu l tiple purpose diesel units , 282 were diesel switching 
units , 74 were diesel passenger units and 60 were diesel 
freight u ni ts . Of the 884 units i n servi ce , 732 units , 
or about 83 percent , were purchased prior to December 31 , 
1959 . 

Table 54, which follows , shows the combined North 
Western- Great Western freight car fleet as of 
December 31 for each of the years 1963 through 1968 . 
The total car fleet has inc r eased ( net ) approximately 
five perce nt from 1963 to 1968 and aggregate capacity 
during the same peri od showed a net increase of 
approximately nine percent . For 1968 compared to 1967 

the r e was a s ligh t dec line i n car f l eet and aggregate 
capac i ty . 

- 196 -



I -<.0 
-..) 

F. D. No . 22688 

Tabl e Sh 

}!O:tTH '-'JESTERtlFRE IGIH CAR. FLEET- CA,'a C':!"!llED A;m LEASED, 1963 THROUGH 1968 

Year Box Flat* Go ndola . 

1963 26 , 667 2, 65h 

1961.: 25, r 31 2, 538 

1965 27,064 2,334 

1966 28,327 2,301 

1967 29, h06 2,321 

l 96R I 3C, 596 2, 202 

t incl udes Chicago Great viestern 
*Includes rack cars 

5, 019 

5,007 

4,897 

4,930 

5,111 

5,329 

~~Includes stock cars and tank cars 

\ 
I 

I 
I 
I 
I 

i 
! 

i 

\ 

r 
Open I 

HoEEer ! 
I 
I 

9 , 8Ll ! 
I 

8, 63h i 
! 
i 

8,559 ' ' I 
i 

8,L55 ! 
I 

7' 77~· 

6, 608 

~ I -- ~ --- -~-- ~----- - T-- ---~ -- --~ 

j Aggregate ' 
Covered ! I Total · Capacity 

' HopEer : Re frigerator Otherl<-:f- l Cars (tons) 
! 
' 1,0( 9 340 91.:2 ' L16,352 2, 617,982 

2, 172 654 e. 56 I 45, 692 : 2, 572 ,172 I . 
2,300 942 7R2 L6, P. 7R 2, 652, 597 

3,183 938 748 ; 
48 ,882 : 2, 804, 647 

3, 678 943 293 49, 529 I 2,892 , 848 

48,957 I 2,863 ,979 3, 977 100 145 i I 
I I 

I 
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Freight Traffic : Volume and Service Output 

No attempt has been made here or in the subsequent 
section dealing with commodities to combine the separate 
freight traffic statistics for North Western and Great 
Western . Such combination would nvolve duplication of 
some interline movements interchanged between the two 
carriers , and , similarly, a single freight revenue 
figure or commodity revenue figure would result in 
distortion since accounting adjustments could not be 
made to reflect a unified operation . Rather, there 
will be shown the data for North Western in detail for 
the 1959 through 1967 period , referring in the text to 
comparable data for Great Western where necessary . The 
1968 Annual Report of Quarterly Commodity Statistics 
filed by North Western reflect the operations of the 
North Western and Great Western for the first half of 
that year and the unified operation for the last half . 
The North Western ' s 1968 Railroad Annual Report Form A 
reflects the results of the North Western - Great Western 
merger on a pooling- of - interest basis which includes 
the combined operations of the companies . Data for 1968 
shown herein have been drawn from the aforementioned 
reports . 

From 1959 through 1967, North Western ' s freight 
revenue (Table 55, next discussed) showed a net 
inc r ease of 20 percent , with some intermediate fluctua ­
tion during the period . Great Western ' s freight revenue 
showed a net decrease during the 1959-1967 period and 
ranged from a high in 1959 of $31 . 6 million to a low of 
$27 . 5 million in 1967, and with slight fluctuations, 
stood at about $29 to $30 million in each of the 
intermediate years . I n 1968 freight revenue reported 
by the unified carrier was $244 . 4 million . 

During the 1959-1968 period , North Western ' s 
revenue carloads , tonnage and ton - miles exhibited net 
increases , as shown in Table 55 . In each case , there 
was a decline in 1962 and 1967 . Over the 1959-1967 
period , Great Western had a general decline in carloads 
from a high of 246, 623 cars in 1959 to 206, 700 in 1967 . 
Tonnage , after declining from 8. 2 million tons in 1959 
to a low of 7 . 9 million in 1961 , increased steadily to 
a high of 9. 4 million in 1966, followed by the sharpest 
year - to - year change with a decline to 8 . 5 million tons 
in 1967 . Throughout the period , Great Western generated 
2 .4 to 2. 8 billion ton- mi les annually . I n 1968, 
operations of the u nified company reflected increases of 
about 100, 000 carloads , 4. 3 million tons , and 1 . 6 
billion ton - miles over the comparable 1967 figures for 
North Western alone . 
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While b ridge traffic for the Great Western accoun ted 

for somewhat over one - third of total carloads in the 

1959- 1967 period , this type of traffic accounted for 

only 13 to 16 percent of North We stern ' s tota l in the 

same years . In 1968, the unified carrier ' s bridge 

t raffic repre sent ed 15 . 6 percent of the total . Loca l 

traffic f or both carriers showed net dec lines in the 

proportionate share o f total traffic from 1959 through 

1967 : Great Western ' s local traffic dec lined propor ­

tionately from 16 percent of total carloads in 1959 to 

13 percent in 1967, while North Weste rn ' s dec lined from 

31 p ercent to 28 percent in 1967, and then to 26 percent 

in 1968 . 

Ove r the same p eriod , North Western and Great 

Western each experi enced increases in inte rline 

ori g ina ted t r affic in r e lation to total carload t raffic , 

from 24 to 27 percent for North Western and from 27 to 

31 percent for Great Weste rn . I n 1968 North Western ' s 

inte rline orig inated t raffic r epresented 29 p e rcent o f 

the total carloads handled . From 1959 through 1966, 
Great Western ' s inte rline te r mina ted business const i tuted 

from about 20 to 22 percent of total carloads , increasing 

to 23 percent in 1967 . Comparable figure s for North 

We stern varied between 29 and 31 percent throughout the 

1959-1968 p eriod . 

To summarize , North Western alone handled roughly 

1 . 5 million carloads yearly . Great Western handled from 

220, 000 to 250, 000 cars annual l y f r om 1959 through 1966, 
decreasing to 206, 700 in 1967 . On a unified basis , 

total carloads for North Western in 1968 stood at 

1,583 , 183 . Of the total traffic for North Western 

alone , some 69 p ercent was interline in 1959, increasing 

to 72 percent in 1967, and to 75 percent o n the unified 

bas i s in 1968 . Most of -the relative increase in inter ­

line traffic i s attributable to mo ve me nt s originating 

o r terminating on the North Western . Although bridge 

traffic has increased somewhat , i t represented only about 

16 percent of total carloads in 1968 . 

During the 1959- 1967 p e riod , Great Western ' s average 

length of haul consistently e xce eded Nor th Western ' ~ 

rang ing from a high of 304 miles in 1959 to· a low of 289 
miles in 1967 . North Western ' s average haul ranged from a 

low of 231 miles in 1960 to a high of 261 mi l es in 1966 . 
In 1967, length of haul dec lined sharply to 253 miles , 

but increased back to 261 mi le s in 1968 on the unified 

basis . In 1959, average revenue tons per car totaled 

38 tons for North Western and 33 tons for Great Western . 

Comparable figures for 1967 were 44 tons and 41 tons , 

respectively, a nd the merged company average stood at 

43 tons in 1968 . 
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N 
0 
0 

Inter l ine 
Yec.r .Local Originatad 

1959 l. ll, ~1.~.5 320,096 

1960 398 , 491 365 , 758 

1961 441, 404 37L , l75 

J.9c2 407, 24 8 343 , 401 

1963 411, 669 388, 199 

l964 416, 622 Ll 5, 299 

1965 ),21,311 393 , 2?2 

1966 449 , 341 411, 570 

1967 !.112 , 759 400' 776 

1968-:h~ IJOL , 031 ),62 , 872 
*Includes L. C. L. ~reight . 

Tabl e 55 

:~O R.TH '.·.'ESTERN REVENUE :<'RE 1GHT 'r'?.A?:.' IC 
CARLOA DS , TONS , TO N- l'ILES , A'ID F11.EIGHT :iE\rEi-!UES 

~A"'tS 1959 T"t11'~'UGH 1968 

CR:rloads 
Interline Total 

Ter':':lina ted Overhea d Tota l ~(evenJ.e Tons-1<----- ----
1-!23 ' 902 189 , 53 7 1, 3LL , 980 50 , 889, 305 

415, 310 182 , 631 1 , 362 , 190 52 , 925 , 590 

41[ , 971 218 , 666 1, 453 , 21r, 56, 103 , 579 

380 , 713 182,510 1 , 313 ,e. 72 51 , 773 , 677 

422 ' 626 200 , 769 1 , 423 , 263 56, 307, 398 

42 9, f'·67 200 , 55fl l, h62 , 346 58 , 559 , 965 

L.h6, o88 212 , 609 1,473 , 240 59, 913,162 

43 7) 980 223, 631 1, 522 , 522 64 , 032 , 6Ll 

436 , 212 213 , oJ.,7 1 , 462 ,794 63, ?00 , 770 

L-69, 2]2 ____ L...2 h7 , ()0l ___ _ 1,~8_)_} }P)_ 6§_] 1_32) cL 7 
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Revenue ?reight 
Ton-Niles Revenue 

(millions ) (000) 

11, 873 ~ ~·.176 ' 764 

12 , 225 176, 415 

13 , 264 190, 982 

12 , 443 172 , 553 

14, 062 191,137 

14 , 982 193 ,595 

15, 516 199 , 793 

16 ' 73 7 213 , 1.~86 

16, 156 212 , 271 

17 , 797 244 , 381 

->r-:t-Ir.clucie s C:1icago Great v:estern data for f irst half 2.s consol idated with North 1-!es tern data in latte r ' s 
?.aih·oad A.mual 3eport Form A and Annual Report of c;.uarterly CoJ11J1'oC.i ty Statist j_cs . 
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Freight Traffic : Commodi ty Consist 

Since the late 1950's, the reliance by both North 
We stern and Great Western on certain commodi ties for 
their traffic and revenues has shifted , with an 
increasing reliance upon manufa ctured goods . Commodity 
statistics for North Western for the years 1959, 1961 
and 1963 u nder the old commodity code appear in Tables 
56 and 57, and under the new code for the years 1964 
thr ough 1968, the data appear in Table s 58 and 59, which 
follow this discuss i on . Great We stern data will be 
discussed in the manner stated in the i mmediate l y pre ­
ceding sect i on . 

"Products of Agricultu r e " to nna ge increased both 
actually and proportionately comparing 1961 and 1963 to 
1959 . The traffic increased from 16 to 20 percent of 
total North Western tonnage during those years and from 
18 to 20 percent of Great Western ' s tonnage . Under the 
new code , 11 Farm Products " for North Western varied 
be tween 14 and 16 percent of the to nnage total through 
1967 and dropped to 12 percent in 1968 for the unified 
carrier . Great Western 11 Farm Products 11 tonnage varied 
relative to total tonnage between 14 and 15 percent in 
1964 and 1965, reached 16 percent in 1966 and then 
dropped to 13 percent in 1967 . The contribution of 
"Products of Agriculture " to total revenues ranged 
between 18 and 21 percent for North Wes tern in 1959, 
1961 and 1963 and between 16 and 19 percent for Great 
We stern . From 1964 through 1967, North Western revenues 
from "Farm Products " fluctuated between 16 and 18 
percent before dropping to 13 percent in 1968 . For 
Great Western the percentage rose from 14 to 17 percent 
through 1966 before dropping to 13 percent in 1967 . 

"Products of Mines , 11 a l though dec lining , comprised 
over one - third of North Western ' s tonnage in 1959, 
1961 and 1963 . Revenues therefrom declined from about 
20 to 18 percent of the total . On the other hand , 
Great Western 1 s tonnage from "Pr oducts of Mines " was 
just under one - fifth of its total, whereas its revenues 
were a little over 10 percent . The new code groupings 
of "Metallic Ores , 11 "Coal " and "Non- Metallic Minerals , 11 

comprised just under one - third of North Western 1 s total 
tonnage in 1964, then declined steadily to 29 percent 
in 1967, and 26 percent in 1968 . Actual metallic ore 
and coal tonnage remained fairly constant through the 
period , but nonmetallic mineral tonnage showed a net 
decl ine over the period from 4 .1 million to 2 .8 mill i on 
tons . Tonnage for each of the three commodity groups 
totaled less than one million tons annually during the 
p eriod for Great Western , but combined represented 13 to 
15 percent of total tonnage and 5 to 6 percent of 
freight revenue . North Western 1 s revenues from this 
traffic ranged from a high of 15 percent to a low of 10 
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percent ( in 1968) , the decrease , both absolute and 
relative , is attributable mainly to nonmetallic mineral 
traffic . 

About one - tenth of North Western ' s tonnage and 
freight revenue annually has been represented bYr 
!! Produc ts of Forests !! (under the old code) and 'Lumber 
& Products 11 (under the new code) . In 1968, revenue 
from Lumber & Products " traffic increased slightly 
compared to prior years to somewhat over 11 percent of 
the total . Great Western tonnage , under both codes , 
also represented about 10 percent of the carrier ' s 
total , while revenue therefrom increased from 10 percent 
in 1964 to 13 and 15 percent through 1967 . . 

I n 1959, 1961 and 1963 , "Manufactures and Miscel ­
laneous " made up around one - third of the tonnage carried 
by North Western and between 42 and 47 percent of 
that carried by Great Western . North Western ' s portion 
of revenue attributable to this group was 45 to 46 
percent , while Great Western ' s was 49 to 54 percent . 
Among manufactured commodities grouped under the new 
code are !!Food and Products ," "Pulp , Paper and Products ," 
"Chemicals , 11 "Petroleum and Coal Products , 11 Stone , Clay 

G P t II "p . M t p t II and lass roduc s , rlmarrr e al roduc s , 
"Transportation Equipment , 11 'Waste and Scrap, 11 and most 
of the g roups aggregated in "All Other Groups ," as 
shown in Tables 58 and 59 . From 1964 to 1968, inclusive , 
the portion of North Western ' s tonnage engracing these 
commodity groups climbed from 42 percent to over one ­
half , while Great Western ' s portion from the groups 
ranged from 53 percent to the 1967 high of 58 percent . 
North Western ' s revenues from these groups climbed from 
58 to 66 percent in this period , whereas Great Western ' s 
portion fluctuated between 60 and 62 percent through 
1967 . Actual tonnage for the commodity groups specifically 
named above have either held steady or increased since 
1964 . 
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NORTH WESTERN CO~~ODITY STATISTICS1 1959 , 1961 AND 1963 

Table 5.6 

COMMODITY GROUP TONNAGE & GROUP TONNAGE AS 
PERCENTAGE OF TOTAI· TONNAGE 

1959 1961 
Commodity Tons % Tons % 

(000 ) (000) Group 

ducts of 
riculture 8, 412 16 . 5 10, 990 19 . 6 

~mals & 
ducts 979 1.9 1 ~ 018 1. 8 I 

of Mines 19, 183 37 . 7 20, 550 36 . 6 

ducts of 
rests 5, 393 10 . 6 5, 522 9 . 8 

& Mise . 116, 814 33 . 0 17, 945 32 .0 

50, 889 100 . 0 56, 104 100 .0 

Table 5.7 

COMMODI TY GROUP REVENUE & GROUP REVENUE AS 
PERCENTAGE OF TOTAL REVENUE 

Tons 
(000 ) 

11 , 389 

1, 007 

19, 285 

6, 066 

18, 528 

56, 307 

1963 
'70 

20 . 2 

1. 8 

34 .2 

10 . 8 

32 . 9 

100 . 0 

Commodity 1959 1961 1963 
Grour; RCve~)e % Revenue % Reve nue % 

000 (000 ) (000 ) 
I 
I 

: "''ducts of 
. "':ricul ture $ 33 , 961 18 . 5 $ 42, 920 21. 6 $ 41 , 498 21.1 

; iimal & 
~ roducts 9, 265 5. 0 9, 407 4 .7 8, 918 4 . 5 
I 

~oducts of Mines 36,144 19 . 6 36, 088 18 . 2 34, 720 17 . 7 

roducts of 
'orests 18, 633 10 . 1 19, 433 9 . 8 19, 488 9 . 9 

,:;:anufactures & Misc . 83 , 796 45 . 6 89, 163 44 . 9 91 , 110 46 . 4 

f 'otal* $183 , 882 100 . 0 $198, 550 100 . 0 $196, 415 100 .0 
~---- -~- - - -

I ncludes Freight Forwarder Traffic and L . C. L , Freight . The totals 
f revenue are unadjusted figures and may not agree with Freight 

Operating Revenue totals reported in Railroad Annual Report Form A. 
The totals shown here are for comparative purposes only . 
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N 
0 
~ 

l'ahl e )S 

NC T~i-l '.ESn :'t.."l C'C!·, •.'J l1'Y S TPT~S'rlCS , J.9GL TE tOUGti E62 

CUJ·:O:)l 'f.[ G ~ ~JP 'I"J :~:I1~ 'C>: A;:) G1i.h.J P ~'O,UA:JE 1~S PE.'tC3NTAGS GF IDTh 'll :: ,:A...;3 

l9L4 _. ·- l 9t5 I Cmruoodity Tons % Tons % Tons 

Gr oup-!< (000 ) (000 ) (000 ) 

Farm Products r ,rou 15 . 0 8 , 602 l L. u 10 , 343 

he t a l 1 ic Or e s 2 , 2!Jl l1r .1 7, 6l t 12 . 7 ·~ , .3 77 

Coal e, ,en 11. 6 7, 301 12 . 2 (:. , 724 

!\on- l··.G ta1 !·: iner a ls L1 , CJ 7P 7. 0 h , l co 6 . 9 3, 590 

Food & Pro ducts 7 , 402 12 . 6 7 , 260 12 . 1 7 , 568 

~umber & Products 5 J 9\:5 10 . 2 6 , 42e· 10 .7 6 , 7i; l 

Pul p, Paper, & Pro d:..lc ts 3 , 163 5.4 3 , L29 5 . 7 3 , 64 9 

Chemica ls 2 , 507 4 .3 2 , 969 5 . 0 3 , ~21! 

Petrol~w~ } Coal Pro duc ts 1 , 22 6 2 .1 l,lf. A 1.9 1 , 109 

Stone , Cl ::.y & Gl ass h ·oducts 3 , 3 /;f\ 5 . 7 3 , 116 5 . 2 3 , 908 

Pr i ;qa r y Ee t a l Produc t s 2 , 266 3 - 9 2 , 618 u . [, 2 , 6c4 

'l'ra :.:.s part a tion f~quiprnent 1 , 154 2 . 0 1 , 291: 2 . 2 1 , 52 7 

1·:aste & Scrap 1 , 371: 2 . 3 1 , 503 2 . 5 l ,75L. 

All Other Groups 2 , 2?0 3 . 8 2 , 469 L..l 2 , 615 

Tot a l 58 , 560 100 . 0 59 , 913 100 , 0 I f-4 , 033 

NC'ffi : Pe :·centa~es may not add to lOO . C• percent due t o roundi ne; . 

* 

1966 l9 L- 7 
t:• 
/0 Tens 

(000 ) 

16 . 2 8 , 866 
13 . 1 8 , 228 
10 . ) 7, 119 
5.6 3' !.~)[: 

H . 8 8 , .341 
10 . 6 6 , 790 

5 . 7 3,659 
5. 3 1.;. , 0 79 
1.7 l , C69 
6 .1 3 , f304 
4 . 2 2,198 
2 . 4 1 , 75 7 
2 . 7 1 , 692 
4 .1 2 , 795 

100 . 0 63 , 801 
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l90B '<->'~- - -

% Tons 
"' (000 ) -- - ---

13 . 9 8 , 262 12 .1 
12 . 9 7, Sh9 11.5 
11. 2 6 , 931 10 . 2 

5. 3 2 , 791 4 .1 
13 .1 9 , 815 14 . 4 
10 . 6 7 , 81·3 11. 5 

5 . 7 l; ' 132 6.1 
6 . 4 4 , 354 7.1 
1.7 1 , 361 2 . 0 
6 . 0 4 , 319 6 . 3 

3 . 4 3 , 003 4.4 
2. £\ 1 , 944 2 . 9 
2 . 7 1 , 733 2 . 5 

4 . 4 3 , 29( 4 . 8 

100 . 0 68 , 133 100 . 0 

- ---

The corr.modity ? r oup s specif ically named each accounted f or t he movement of one mi l l ion or more tons in each of the years s iloNn. 

tt 1'.11 Other Groups 11 represents t he t otal f or the l:alance of the cornmodi t y e;r oups, ea ch of wh ich had an a nnual movement of less 

t han one million tons in e a ch of t he yea rs s hown. The tota l t onna ge figur es a r e u:1a djusted a nd :nay not a gree with total r eve nue 

tons repor t e d in Railr oad Annual :1eport Form J'. . The total!3 shown here are f or compara:ti ·re purpos e s only. 

**lncludes Chicago Gr eat \·ieste r n data f or f i rst half as cons cl ide> ted with Nor th \.'estern ' s data i n latte r ' s Annual Report of 

Quar terly Commo di t y Sta tis t ic s . 
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·~·al >le 59 

:~•-' 1:'"l"l ' :sTS~b CCG.CDJTY S '~A TlS T:!. CS , 1G6l: ,.rlHCU~m 1°6~ 
CCi· ,·.OiJI7Y G:t:" CP :1.'7-Is:.:T,-::; .'\.:D G'1CUP R1~VS:'fJE AS FS:t.cs ;~T:'. JB 0:!" 'i'01'AL :iE ·• T.;; '1.::;:; 

l 9c4 1965 l9bb 
C:ommoc:i ty '1cvenue "' !Wve;r..!.e ~0 Revenue % Revenue "' GrauE_* ( Q()) ) (::oo) (000) (000 ) 

Farm Prodt1.ct s ~ 35 , 67C 17 - ~ ~ 3L,, 37c 16 . 7 ~ 39, 723 Hl. O. ~t 3L , 338 
Heta11ic Ores l~ , 05lt 5 . 0 9,C6G ), . / t 9 , 506 l! . 3 9 , 20!. 
Coal 11 , 1 >\ 2 5.E n , 9Pc 5 . 13 10 ' 9P. 5 5.C 11, 600 
Ncn- hetal Einerals '• , G5) ' " .....: . \ . ...' 10 , 203 L 9 S, 393 2 . ~ 5, 291 · 
?cod & Products 3L, 306 l7 . l 33 , 912 l 6. L 35 , 357 16. 0 37 , 1101 
Lumber •: P;·oducts ::.. c: ,HL <) . 7 2C , :'f l c .., 20 , [32 9 . 4 20 ' 5:<2 ' .. 
Pulp, I"ap er & Pr ocucts 1L, 236 7.1 15 , 230 7. 4 l u , 251 7. 4 16 , 160 
Chemi ca ls 9, 559 L. 8 10 , ~· 34 5 . 3 12 , 559 5 .7 14 , 158 
Petroleum ~ Coal Procuc ts 5 , 211 2 . 6 5 , 061 2 . 5 4 , 7°0 2 . 2 4 , 461 
Stone, Clay, 1:..: Glass Procucts l 2 , J l 3 6 . 0 9 , 645 4 . 7 l 5 , L.48 '( . 0 14, 542 
Primary hetal Produc t s 9, L.77 4 . 7 11, 0L.7 5 ~4 10 , 920 4 . 9 9 , 160 
Transpor t:,a tic n Equipme::1-f:. 10, 007 5 . 0 11,139 5 . 4 13,059 5 . 9 l3 , b05 
' .. 'aste fc Scrap 4 , 722 2 I. .... 5 , 190 2 . 5 5 , ClO 2.6 5 , 358 
All Other Groups 17 , 013 8 . 5 18 , L.39 8 . 9 20 ' ~ 73 9 . 2 20, 321 

Total ~t200 ' 924 100 . 0 ~206 , 212 108 . 0 :··220, 936 100 . 0 fs216 , 3G4 

NOTE : Pe rc en tc>.c:es may not 2..dd t o 10~"': () pe-:-cent due to rounding . 
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l9i' 7 lOo!~{H} 

% Revenue % 
(000 ) 

15 . 9 ~ 32,118 12 . 8 
4 . 3 F., 776 3 - 5 
5 . h 11,402 4.5 
2 . l, 5,0fS 2 . 0 

17 . 3 L.6 , 546 18 . 5 
9.5 26, 597 10 . 6 
7. 5 19 , 104 7. 6 
6 . 5 17 , 364 6 . 9 
2 . 1 5 ' 1~95 2 . 2 
6 . 7 17' 72 8 7. 0 
L. . 2 13,363 5 . 3 
6 . 3 17 , 169 

~ : j J 2 . 5 5 , 866 
9.5 25 , 173 10 . 0 

100 . 0 ~.251 , 790 100. 0 

*The commodity groups speci f'ica lly named each a ccoun t::!d .:·or the movement of one mil l ion or mo:-e tons in each oJ:' the years shown. 11 All 
Other Groupsll represents t he total f or the balance oi the commodi ty g:::-O i.lps , each or \-Thich had an annual movement cf l ess than one mi llion 
tons in eac:1 o.f the years s ho<:-:.1 . T'ne t otal r evenue :' i gures are unadjusteC. and may not agree with Freight C~erating :reve:l.Ue reported in 
nailroa d Annua:i 2e~ort :'om A. 'file t otals shCV.71 here are for COI'lpara tive purposes only. 
*l:·rnclu'ie s Chica i!O G..:-ea t ':.'est .:err. data ::-or ""irst half 3-S co;-;.solica t ed i·.'ith North '.]es t e rn ' s data in latter ' s Ann'.lal 1eport of ~~uarte rly 
Commodity Statistics . 
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Freight Traffic : Interchanges and Traffic Flow 

North Western Exhibits 46 and 113 each contain a 

freight traffic density chart for the year 1964, based 

on gross tons ( including the weight of locomotives and 

cabooses) hauled , by line segment . The traffic dens~ty 

shown therein, of course , does not reflect operations 

of the now - unified North Western - Great Western system . 

As detailed earlier, in the section dealing with North 

Western freight traffic volume , carloads have totaled 

between 1 . 4 and 1 . 5 million annually while Great Western ' s 

ranged between 200 and 250 thousand annually or roughly 

15 to 20 percent of North Western ' s total without 

allowance for duplicate counts of cars handled by both 

carriers . 

In 1964, again with no allowance for duplication, 

Great Western ' s gross ton - miles ( including locomotives 

and cabooses ) and revenue ton - miles each represented 18 

percent of comparable North Western figures . Great 

Western revenue and nonrevenue tonnage was 16 percent of 

the comparable North Western tonnage . I n short , Great 

Western ' s freight traffic volume by most measures was 

slightly less than one - fifth the size of North Western ' s . 

I nasmuch as both carriers served the same territory and 

major gateways with the exception of Kansas City, and 

in view of the relatively light traffic handled by 

Great Western compared to North Western, the latter ' s 

traffic density evidence will be relied upon as the best 

avai l able in the record for the purpose of describing 

the general flow of traffic . 

The density chart for 1963 included in Exhibit 46 

shows that North Western operated 10, 450 miles of road 

of which 7 , 752 miles of road accounted for only 20 

percent of total gross ton - miles . Approximately 12 

percent of the total road mileage accounted for 60 per­

cent of total gross ton - miles . Obviously , the conclusion 

is warranted that North Western is faced with the problem 

of ma intaining a railway system most of which has 

nearly insigni fica nt utilization . 

The discussion here will be restricted to the 

approximate one - fourth of the North Western system over 

which 80 percent of the gross ton - miles are ~enerated , 

with emphasis on the routes from Chicago to ~ l) Omaha ­

Council Bluffs - Fremont , and ( 2 ) St . Louis , and (3 ) the 

Twin Cities . 

From Chicago to Omaha , Council Bluffs and Fremont , 

westbound gross tonnage decreases by over 50 percent , 

comparing the density between Chicago and Nelson to 

that for the segment from Boone , I owa , to Missouri Valley, 

I owa ( Junction of lines with Fremont , Omaha and Council 

Bluffs ) . Eastbound , density increases , with the Missouri 
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Valley - Boone segment tonnage representing less than 
half of the Nelson - Chicago total . Density, by direct i on 
and line segment for the route follows : 

Line Segment ( s ) 

Proviso (Chicago ) -
Nelson 

Nelson - Clinton 
Clinto n - Belle Pl aine -

Tama - Boone 
Boone - Mo . Valley 

Gross Tons 
Eastbound 

19 . 6 
15 . 4 

11. 6- 12 . 6 
9. 1 
5 .8 
6. 8 

Mo . Valley- Council Bluffs 
Mo . Valley- Bla ir, Nebr . 
Blair- Fremont 4 . 6 

3 .0 Blair-Omaha 

(Millions ) 
We stbound 

14 . 5 
11.7 

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

Between Nelson, on the above described line , and 
E . St . Louis via Peoria and South Pekin , I ll . , density 
ranged from 5.8 to 9 . 3 millio n gross tons per segment 
eastbound and from 6 . 4 to 8. 3 million westbound . 
Connecting Peoria with Marshalltown ( o n the Chicago ­
Council Bluffs line ) i s a route through Oskaloosa , 
I owa , which in 1964 handled 1 . 2 to 1. 5 million g ro ss 
tons per segment westbound and 1 . 8 to 2. 2 million eastbound . 

Several North Western lines interlace the area 
between the Chicago and Milwaukee metropolitan areas . 
Some of the lines in and near Chicago are used primarily 
for passenger operations . Rather tha n discuss each 
line in detail, it i s sufficient to note that freight 
traffic density between Chicago and Milwaukee totaled 
approxi mately 16 . 0 million gross tons eastbound and 14 . 3 
million westbound in 1964 . Between Chicago and Harvard , 
Ill . , gross tonnage totaled somewhat ove r 2 .0 million 
in each direction . 

Traffic density for the Milwaukee - Twin Ci ties 
route follows ( all points other than the Twin Cities 
are in Wisconsin) : 

Gross Tons (Millions) 
Line Segment 

Milwaukee - Clyman 
Clyman - Wyerville 
Wyerville -Eau Claire 
Eay Clai re - Northline - Twin Cities 
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9 .3 
7 . 2 
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5 . 4 
5. 2 
4. 7 
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From Northline and Eau Claire, lines run north to 
Spooner, Wis ., there joining and continuing north to 
Duluth . Between Eau Claire and Spooner,westbou nd 
density was about one million gross tons , and eastbound 
three million . From Northline to Spooner, 2 . 2 million 
gross tons were handled , and in the opposite direction, 
1 . 6 million . From Spooner to Duluth, 2 . 6 million gross 
tons were moved compared to 4 . 0 million from Duluth to 
Spooner . From Milwaukee, two lines run north to Green 
Bay, one via Manitowoc and the other via Fond du Lac , 
Wis . A third line connects Clyman ( on Milwaukee-Twin 
Cities route) and Fond du Lac . Over each of these 
lines , freight traffic density totaled (both directions) 
approximately 3 . 6 to 6 . 9 million gross tons in 1964 . 

Two major routes connect the Twin Cities with the 
Chicago -Omaha line . One route runs through Mankato , 
Minn . , and Sioux Ci ty , I owa , to California Junction, 
located west of Missouri Valley on the line to Blair, 
as previously described . Between the Twin Cities and 
Sioux City, gross tonnage ranged between 1 . 9 and 2 . 4 
million westbound and 2 . 1 and ~ - 9 million eastbound . 
Slightly over three million gross tons were moved in 
each direction between Sioux City and Missouri Valley . 
Tbe other route , from the Twin Cities through Albert 
Lea , Minn ., and Mason City, I owa to Marshalltown, carried 
3 . 4 to 4 . 5 million gross tons eastbound ( i . e . , south 
to the Omaha - Chicago line) and 2 . 1 to 3 . 4 million 
westbound . 

With the exception of about 90 miles of road in 
the Upper Peninsula of Michigan in iron ore mining 
territory and 34 mile s of road between Ames and Des 
Moines, Iowa, most of the remaining North Western lines 
not previously described handled ( in 1964) less than 
three million gross tons of freight per segment (total 
of traffic in both directions ). 

Exhibit 113 , North Western ' s evidence and discovery 
exhibi t , shows only originating points for local and 
interline traffic , using 1965 data therefore , of 
course , excluding Great Western points . Of the local 
traffic originations at the 30 most important points 
for such traffic , 25 points accounted for less than 
10, 000 cars each . The top five , in order , were : 
Chicago , 38, 528 cars; Twin Cities , 32, 888; Middle 
Grove, Ill . , 21 , 718; Milwaukee, 16,205; and Green Bay, 
10, 496 . For interline originations , again, 25 points 
originated less than 10, 000 cars . The five most 
important points were : Bain , Wis . , 25, 526 cars ; 
Milwaukee , 22, 447 ; Green Bay, 20, 780 ; Chicago , 1 2 , 715 ; 
and Twin Cities, 11 , 900 . The interline origination 
points exclude those originating only or primarily dock 
ore traffic . Previous portions of this report, dealing 
with the Rock Island, Union Pacific and Southern Pacific ­
Cotton Belt, showed interchanges between those systems 
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and the North Western . Similarily, subsequent portions 
covering the remaining carriers party to these proceed ­
ings also will include data for interchanges between 
those carriers and North Western . I n all of the descri bed 
portions, data have been adjusted to reflect the North 
Western- Great Western merger . 

North Western ' s own interchange evi de n ce , prepared 
prior to the merger with Great West ern is based o n 
movements which took place duri ng 1964, excluding dock 
ore traffic . Data in the exhibit r eflect routings 
shown on the waybills at the time a carload originated 
on line or was received on line through interchange . 
For this reason, subsequent changes in routing, e . g . , 
reconsignments , are not reflected in the interchange 
data . Unfortunately, North Weste rn ' s evidence shows 
switching and terminal carriers and poss ibly line - hau l 
carriers performing switch hauls as connections, and it 
is therefore impossible to dete rmine which line - haul 
rail carrier, if any, performed line - haul service o n a 
movement prior or subsequent to the North Western 
portion of the movement . Table 60 , whi ch follows , 
shows the major North Western g ateways for connection 
with Eastern and Southern District class I l ine - haul 
railroads ( the interchanges with al l carriers actively 
participating in these proceedings and their affiliates 
are shown specifically ) . Adjustments have been made to 
~eflect unificat i ons (excluding Burlington Northern). 
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Table 60 

MAJOR NORTH WESTERN INTERCHANGES 
WITH EASTERN AND SOUTHERN DI STRICT CARRIERS 

C&NW 
Station 

Chicago , Waukegan, 
and W. Chicago , I ll . 

Milwaukee and 
Manitowoc , Wis . 

Peoria and 
S . Pekin , I ll . 

East St . Louis 

Connecting 
Carrier 

AT&SF 
CB&Q 
MILW 
RJ: 
sob 
C&EI 
I C 
Eastern Dist . 
Class I Line -Haul * 
Southern Dist . 
Class I Line -Haul** 
All Others 
Grand Total 

MILW 
soo 
Eastern Dist . 
Class I Line -Haul* 
Grand Total 

CB&Q 
IC 
RI 
Eastern Dist . 
Class I Line -Haul* 
Southern Dist . 
Class I Line -Haul** 
All Others 
Grand Total 

CB&Q 
MKT 
MP 
RI 
SL- SF 
SLSW 
C&EI 
I C 
Eastern Dist . 
Class I Line -Haul * 
Southern Dist . 
Class I Line -Haul** 
All Others 
Grand Total 

Carloads 
Received Delivered 

4, 758 5, 551 
3 , 390 1, 430 
1, 204 542 
2, 326 1, 601 

533 462 
3, 403 3, 001 

12, 170 3 , 955 

121 , 244 135, 652 

2, 633 1 , 037 
7 l 989 l l 839 

159, 65q 155, 070 
- ---·· ---·· 

1 , 326 332 
112 26 

18l ,270 
20 , 008 

28l 217 
28, 575 

339 318 
9, 595 2, 794 

410 1, 336 

9, 386 10, 034 

1, 250 1 , 354 
2l 27,2 3 l 315 

23 ~ 255 19~ 151 
- --·· 

1 , 878 191 
1, 190 1, 748 

15, 728 7, 440 
110 214 

5, 752 6, 655 
4, 170 4, 673 

17 16 
4, 436 6, 558 

1, 387 1, 290 

15, 972 15, 945 
20 815 

50 , bb0 45, 545 - --- - -- - - _ ........... _____ , .. 

Total 
10, 309 

4 , 820 
1, 746 
3 , 927 

995 
6, 404 

16, 125 

256 , 896 

3 , 670 
9z828 

314, 720 
----- · 

1, 658 
138 

46 l 787 
48, 5~] 
- --

657 
12 , 389 

1, 746 

19~ 420 

2 ~ 604 
5z590 

42 , 4oo 
~---¥··---

2, 069 
2, 938 

23 ,168 
324 

12 , 407 
8 , 843 

33 
10, 994 

2, 677 

31 , 917 
832 

_2§~ 202 

*Includes , at Chicago, PC , N&W , E- L, GTW ~ Monon, DJ&E and C&O- B&O 
( including Chicago , South Shore & South Bend Railroad); at W. Chicago , 
EJ&E and CB&Q; at Waukegan , EJ&E; at Milwaukee , PC, C&O and GTW ; at 
Mani towoc , Ann Arbor Railroad Company and C&O; at Peoria , C&I M, PC 
( i ncluding Peoria & Eastern Railway Co . ), I T and N&W ; and at E . St . 
Lou i s ~ N&W, B&O, I T and PC. 
**Inc l udes GM&O at Chicago and Peoria ~ and at E . St . Louis ~ L&N , SOU~ 
and GM&O. 
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Table 60 shows that of the 501 , 914 cars interchanged 
during 1964 at the eight points named therein, over 60 
percent were interchanged with class I line - haul rail ­
roads and their subsidiaries in the Eastern District . 
At Chicago ( including W. Chicago and Waukegan ), over 
80 percent of the cars were interchanged with the 
aforementioned Eastern District carriers . Comparable 
percentages for the other gateway groups were : 
Milwaukee - Manitowoc , 96 percent ; Peoria - S . Pekin , 46 
percent ; and E . St . Louis , only 3 percent . At the 
latter point , interchanges with class I line - haul 
carriers in the Southern District and , among the parties 
and their affiliates , Cotton Belt , I llinois Central , 
MoPac and Frisco, are of more significance . Most of 
these carriers form end - to - end connections with North 
Western and have routes directly from St . Louis 
variously into the Southeast , the lower Mississippi 
River area , and Texas and Oklahoma . Among the carriers 
which serve Chicago and which took an active part in 
these proceedings , Santa Fe interchanged the largest 
number ( 10, 309 ) of cars with North Weste rn at that 
gateway . The total Chi cago inte r change ( 314, 720 ) 
represented over 62 percent of the tota l interchanges 
shown in Table 60 . 

Interchanges at the Twin Ci t ie s , the Missouri 
River ( except Kansas City, reached by North Western 
only after merge r wi th Great Western ), and other 
points in Wisconsin, Mi nnesota , I owa and Il linois are 
shown in Table 61 below (Norfolk & Western is shown 
specifi cally to emphasize its presence in the area vis ­
a - vis i ts status as an Eastern District carri er ). 
Interchanges between North Weste rn on the one ha nd and 
Great Western, Transfer- Minneapolis , Central I owa and 
Fort Dodge , on the other hand , have been excluded . 
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Table 61 

MAJOR NORTH WESTERN I NTERCHANGES 
MISSOURI RIVER AND I NTERMEDIATE GATEWAYS 

C&NW Connecting Carloads 
Station Carrier Received Delivered Total 

Twin Cities* CB&Q 411 305 716 
GN 40 , 457 12, 099 52, 556 
MILW 5, 796 Boo 6, 596 
MN&S 310 210 520 
NP 35_, 284 12, 287 47 , 571 
RI 358 282 640 
soo 16, 415 3, 288 19, 703 
All Others 1 29, 3~4 84 
Grand Tota l 99 , 03~ 128!386 

Duluth , Minn ., GN 6oo 35 635 
Superior and I tasca , MILW 13 2 15 
Wi s . NP 361 40 401 

soo 182 119 301 
All Others 37; 061 2, 981 40; 042 
Grand Total 38, 21(' 3, 177 _411394 

Green Bay, Wis . MILW 828 280 1, 108 
All Others 389 880 1; 269 
Grand Total 1, 21T _1, 1~()- -~' 377_ 

-- ----- · 
Albe r t Lea , Minn . MILW 128 577 705 

RI 197 256 453 
IC 5; 482 12, 792 18;277 
Grand Total 5,810 13 _, 625 19, 435 

Nemo, Ill. AT&SF 3z23 7_ 4, 24'[ 7, 484 
--- -

Des Mo i nes CB&Q 1, 686 695 2, 381 
MILW 45 92 137 
RI 3_, 011 3, 089 6, 100 
N&W 866 665 1, 531 
All Others 14 29 43 
Grand Total _2_;. 62~ 4_, 57Q 10,192_ 

Albia , I owa N&W 4l o64 4, 67c:} 8, 743 ----
Sioux City , I owa CB&Q 1, 043 185 1,228 

GN 882 921 1,803 
IC 82 140 222 
MILW 4, 282 435 4,717 
All Others 8 8 
Grand Total 6,297 1,681 7, 978 -

Omaha -Fremont - CB&Q 11, 946 6, 256 18, 202 
Counc il Bluffs IC 269 718 987 

MILW 455 352 807 
MP 14,797 9, 205 24, 002 
RI 1,712 1_, 766 3, 478 
UP 92, 385 48, 416 140,801 
N&W 2; 226 195 2; 451 
Grand Total 123 , 82Q 66,908 1902 72~ --- - ----
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The volume of traffic interchanged at either the 
Twin Cities or Omaha gateways , shown in Table 61 , far 
surpasses the total for all other gateways west of 
Chicago , E . St . Louis , and the other eastern connections 
shown in Table 60 . At the Twin Cities , the greatest 
number of cars were interchanged in 1964 with Great 
Northern ( 52,556 ) and Northern Pac i fic ( 47 , 571 ) . A total 
of 19, 703 cars were interchanged with Soo , with an 
approximate ratio of five cars received from the Soo 
for every car delivered to it . Overal l at the Twin 
Cities , 99 , 032 cars were received by North Western 
from connections as opposed to 29, 354 cars delivered by 
C&NW to the connections . 

At Duluth - Superi or ( including I tasca ) , of the total 
41 , 394 cars interchanged , more than 34, 000 were between 
North Western and the Duluth, Winnepeg & Pacific 
Railway Company, the latter a subsidiary of the 
Canadian National . Nearly 60 percent of the 10, 192 
cars interchanged at Des Moines were accounted for by 
the Rock Island interchange ~ Over 4, 200 of the nearly 
8 , 000 cars interchanged at Sioux City were received by 
North Western from the Milwaukee . 

Finally, North Western in 1964 had a total i nter ­
change of 190, 728 cars at Omaha , Council Bluffs and 
Fremont . Of the total , 140, 801 we r e interchanged with 
Uni on Pacific , 24, 002 with MoPac , and 18, 202 with 
Burlington . The remaining connections , Rock I sland , 
I llinoi s Central , Milwaukee and Nor fo l k & Western, each 
interchanged less than 5 , 000 cars with North Western . 
The Uni on Pacific interchange was nearly twice as g r eat 
eastbound ( i . e ., received from UP by C&NW) than west ­
bound , and the bulk ( over 70 , 000 cars ) of the interchange 
took place at Counc il Bluffs ( not shown specifically in 
Table 61 ). The F remont interchange between North 
Western and Union Pacific consisted of 53 , 450 cars in 
1964 . (The earlier discussion covering Un ion Pacific ' s 
Missouri River gateways shows 40, 159 cars interchanged 
with North Western at Fremont in 1963 , based on Union 
Pacific evidence . I n both years , the Fremont inter- , 
change was predominately westbound . ) The 140, 801 cars 
interchanged in the Omaha a r ea between Union Pacific 
and Nor th Western in 1964 represented 13 percent of 
North Western ' s total interline carloads in that year . 

I n addition to the two previously discussed limita ­
tions on usefulness of North Western's interchange data 
( i . e ., changes in routing are not reflected , and some 
interchanges list switching and terminal companies as 
connections) , over 193 , 000 cars were listed as "Other 
Gateways o r No Gateway (Delv 1d only ) Shown on Waybill ." 
This is a considerable number of cars ( roughly two ­
thirds the number interchanged with all roads at Chicago ), 
and the significance of this block of traffic at any one 
gateway is indeterminable . Conclusions here therefore 
are drawn with these limitations in mind . 
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Passenge r Service 

North Western ' s intercity rail passenger service is 
primarily between Chicago and Milwaukee . Some of the 
Chicago - Milwaukee trains operate to and from ( l) Green 
Bay via either Fond du Lac or Manitowoc ; ( 2 ) Ashland , 
Wi s . ( summer and certain holidays only ); and ( 3) Menominee , 
Mi ch . ( Sundays only , other than certain holidays ) . 
North Western operates extensive commuter service in 
the Chicago area . 

During 1968 North Western retired only two 
passenger cars from service . As of December 31 , 1968, 
the carrier ' s passenger car fleet of 323 cars was 
composed of 299 coaches , 3 parlor cars , 15 dining, 
grill and tavern cars , and 6 nonpassenger carrying qars . . 

During the past 10 years , the number of passenger·s 
declined steadily through 1962 , after which there was 
a consistent rise through 1968 . The number of passengers 
carried in 1959 was 23 . 1 million , but decreased to 17 . 5 
million in 1962, a net decline of 24 percent . I n 1966, 
the number of passengers carried rose above the 1959 
f i gure and , in 1968, reached 25 . 8 million , a net increase 
of 47 percent over 1962 . Passenger - miles showed a 
similar pattern during the period : from a 1959 figure 
of 695 . 9 mi llion passenger- miles , there was a steady 
decrease to 466 million in 1962, a decrease of 33 
percent . Begi nning in 1963 , passenger- miles have 
increased with minor fluctuation , 37 percent to 612 . 8 
million in 1968 . 

The following exhibit has been const r ucted to 
show North Western ' s passenger defic i t operat i ons for 
the last 10 years 1959- 1968 . 

Year 

1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 

Passenger Railway Net Passenger *Net Passenger Railway 
Ope r a t ing Revenues 

(ooo 2 
Expenses 

(ooo ) 
Operating Deficits 

(ooo ) 

$28, 316 $41 , 792 $ 13 , 476 
22 , 554 32 , 886 10 , 332 
19, 307 28 , 077 8 , 770 
17 , 129 24, 870 7 , 741 
20 , 186 24 , 693 4 , 507 
19, 223 21 , 745 2 , 522 
19, 316 20 , 933 1 , 617 
20 , 178 21 , 085 907 
21 , 090 22, 629 1 , 539 
22 , 030 23 , 146 1 , 116 

*Net passenger railway operating deficit may be over ­
stated to the extent that such i tems of expense 
that have been included in net passenger expenses 
as allowable expense , would generally be disallowed 
by the Commission in discontinuance cases . (Source : 
Schedule 300 Form A) . 
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Employees 

The average number of employees in the North 
Western work force declined from 18,229 in 1959 to 
14,760 in 1968 . As of December 31 , 1968, the work 
force included 723 executive personnel , 3 , 160 
professional, clerical and general personnel , 2 , 916 
maintenance of way and structure personnel , 2, 656 
maintenance of equipment and stores personnel , 1 , 318 
transportation personnel other than train , engine and 
yard personnel , 201 yardmasters , switch tenders and 
hostlers , and 3 , 786 train and engine personnel . 

Motor Carrier Authority 

North Western holds certificates in No . MC - 42614 
and various subnumbers authorizing operation in inter ­
state or foreign commerce as a moto r common carrier of 
general commodities , with certain exceptions, over 
regular routes , between specified points in I llinois , 
Wisconsin, I owa , Nebraska , Minnesota , and South Dakota . 
I ts regular route operations extend approximately 4 , 400 
miles over its system . All of its regular route authority 
is restricted to auxiliary rail service and contains 
the normal key point or prior a nd subseque nt rail haul 
restrictions . A portion of North Western ' s regular 
route authority is limited to the handling of special 
classes of commodities such as meats and related prod ­
ucts . Under the same certificates , it may operate over 
irregular routes providing a transportation service 
between rail points and construction sites such as trans ­
mission lines . It also holds authority to perform an 
intrastate authority issued by appropriate public 
bodies in Iowa, Minnesota , South Da kota , Wi sconsin and 
Il linois . 

Financial Analysis 

North Western has submitted e xhibi ts and financial 
data showing its financial position on a consolidated 
basis and also on a corporate entity basis . There 
would be no significant difference in the financial 
posture of the North Western whether a financial analysis 
is made with the data on a consolidated basis or on a 
corporate entity basis . Therefore, the financial data 
discussed subsequently will be based on North Western 
and transportation subsidiaries on a consolidated basis . 

The balance sheet and income statements constructed 
below for the year 1963 have been used to show North 
Western's financial position and results of operations 
as at the time it filed its application for authority to 
acquire control of the Rock Island . Statements for the 
year 1968 reflecting the latest available data also have 
been included . 
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Table 62 

rO~TH \.E:3ERl ' (l CLt; .'):__T T? . .SPCni,·rlON SlJBS JlA:~ES) 
B;J....'\.) CI'; S~ETSAS_CF ___ --

December 31, 1963 December 31, 1968-l~ 
CL<r rent Assets 
Cash 
Tem~orary cash investment s 
Special depos i t s 
Loans and notes receivable 
Jet ba l ance receivable 'rom agents and 

conductors 
};iscellaneous account s receivabl e 
Inter est and div ident s r eceivabl e 
Accrued accounts receivable 
tlorking fund advances 
Prepaylilents 
l.Jateri al and suppl ies 
Other current asse ts 

Total current assets 

Special :<'unds 
Sinking funds 
Cap i t al a nd rese rve funds 
Insu·:-ance and othe r :unds 

Total spzcial _unds 

I nvestrr.ents 
nvestments in a~~iliated companies 

Other inves tments 
Res erv:; f or adjustment of investment in 

securities- cr- . 
Total inves tments 

Properties 
Road and eq~ipment property 
Improvements on l eased prope ty _ 

Total tra . spo~~tatioll property 

Accrued depreciati on- rd. & equip . 
Amortization of defense pro j ects- rd. ~ eq ip . 

Re corded depr eciati on & amortization 
Total transportati on property less depr . 
& amort. 

Miscellaneous phys ical property 
Accrued depr eciation- mis cellaneous physical 

property 
Miscell aneous physical property l ess depr . 

Total properties l ess depr . & amort. 

Othe r J~ssets and Defe rred Charges 
Other assets 
Unamortized discount on l ong- term cebt 
Cther deferred charges 

Total other assets and deferred charges 

Total Assets 

1\ 1, 244 ,013 .. 9, 301, 123 .... .... 
2 , 496 , 415 so, 33 

122, 340 594, 782 
9 , 774 

3, 598 , 684 7, 106 , 552 
5 , 989, 62 ? 5, 923 , 706 

49P , 197 307 , 281 
12 , 344, F:l5 31, 876, 020 

155 , 729 165 , 5P- 4 
424 , 395 996 , 669 

11, 9R9, 905 14, 189, 814 
50 , 527 51 , 696 

70 , 9l),l-~7 70 , 6~~ , :;E 

13 , 300 
77P. ' 323 

79l , t23 

2, 383, 34u 47, 756, 330 
4, 464 , 552 3 7' 343 

(10, 000 ) ( l OzOOO) 
ti z837 , 900 I 7, 933,t7B 

768 , 911, 638 , 025 , 449, 193 
239 , 4h5 - , 607 , 739 

769, l5l , Oii3 l z027 , 056 , 932 

(258 , 368 , 245 ) ( 352 , 706, 814) 
( l7 z347 , 273) ( 15, 361, 151) 
{2 75 , 715 , 518 ) { 368 , 067, 965) 

493 , 435 , 565 658 z98fl , 967 

10, 502, 050 9, 7hO, ll53 

4, 774, 971) 4, 718 , 530) 
5 , 807, 079 ) , 0~1 , 9~3 

ll99 , 242 , 644 664 , 010, 890 

1 , 017, 096 5, 167, 544 
)7!• , 4~5 8';? , 575 

3, 338 , ?.52 5 , 343, 305 
4z930, h33 , 399 , Ii24 

t 582, 718 z247 (' 805z 84, 488 "" 

*The merger of North \;estern and Great '::estern ;.'as consununated Ja y l , 968 . 'fnis 
statement r efl ects the results cf t his mer fe r on H pooling- of- inte·:-ests bas i s Hh ich 
includes the comb i ned financial position and rel ated r esults o: operations of , orth 
\•:es tern a nd transport ation subsidi ari es and Great \!estern. 
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Tal: l e 62 - Continued 

NORTH v.IESTIRN ( D CLUDiim TRA .;sro:m~TICN SUESIDIA"·UES ) 
BALANCE SHEE'IS AS OF 

December 31, 1963 December 31, 1968 

~ ~ s and notes payabl e 
~ fie and car- serv ice balances- cr . 
· ·ted accounts and wages payabl e 
cellaneous account s payabl e 

ter est matured unpaid 
Tidends matur ed unpaid 
a tured interest accrued 
atured divident s declared 

ed account s payab~e 
eral taxes accrued 

er current liabi l i ties 
Total cur r ent liabilit i es (exclus ive of 
l ong- t erm dect due within l year ) 

r - Term Debt Due Within l Year 

l Year 

ipment obligations 
nts payable to a~filiated companies 

Total long- term debt due a~ter l year 

erves 
s ion and welfare reserves 
cta l ty and other r eserves 

Total reserves 
er Liabilities and Deferred Credits 
er liabilities 
.er defer red credits 
rued depreci~tion-le&sed property 

Total other liabi1i t i es and deferred 
credi t s 

ehol ders 1 Equity 
ital st ock issued- total 

ital Surplus 
d- in- surplus 
er capital s urplus 

Total capital surplus 
ta ined income 

ined income-unappropria ted- totc..l 

To tal shareholders 1 equity 

Total liabilit i es and shareholders 1 equity 
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$ (I 9, 000 , 000 .;,; 

2, 717 , 494 4, 636, 862 
6,365, 203 12,151, 406 
2, 059, 611 3, 015 ,780 
1,125 , 681 1,120, 937 

247 43, 346 
3, 821,175 3,731, 945 
1,142,014 5,lc:.·4, 655 

25, 330,782 41,620, 294 
759 , 011 

6, 731,813 9,3 31,850 
1,21{3 ,193 1,209 , 032 

50, 53 7,213 91, 785 ,118 

l3 .2876, 36L 14 , 5 11, 451~ 

l 34, 052 , L,49 89 , 234, 784 
68 , 070 , 007 134, 083, 255 

989 , 560 6 , h05 , 88 l 
203 ,112, 01tS 229 , 7~920 
-- -

7, 618, 199 8,056 , 857 
5, 270 , 244 

122838 , 443 
4, 6532805 

12 27lO, tiL2 

1 , 411, 665 1,984, 668 
66P. , 708 C, 466,l47 

50 , 3) 5 858 , 965 

2, 130, 728 11, 309, 730 
-

172 , 393 ' 100 302 z253zl00 
--

29, 649, 083 25 , 532 , 315 
9, 954 9, 954 

29 , 659 , 037 25 , 542 ,2 69 
--

9? , 121, 31!6 117, 348 ,185 

300 , 173 , 483 445 , 143 , 554 

$582, 718, 247 $805 , l 84 , L88 
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Tabl e 63 

. u:tTI:l ~·JSS'ill:tl (I~!CLUDING T~i\'SPORTATION SUBS IDI.A IES ) 

I .'CO!':E STAT~FENTS FOR TriE YEARS 

Total Oper ating Revenues 

Ope~ating Expenses 
Maintenance of way and structures : 

Excl usive of deprec iati on 
Depre cia. t i on 

Naintenance of eq ipment : 
Exclusive of deprec i ati on 
Deprecia tion 

Traffi c 
Transpor tation 
.Jiscellaneous & gener al 

Total oper ati ng expenses 

et revenue f r om ra ilway operations 

~ilway Tax Accruals 

Rail way Oper ating Income 

Rent income- cr . 
Rents payable- dr . 

Net rents 

Net rail way operating income 

Total othe r i ncome 

'!'o tal income 

Total miscellaneous deductions 

l ncome available for f ixed charges 

Fixed cha~ges 
Contingent inter est (other deductions) 

Total f ixed ch..rges & co.1tingent interest 

Ordinar y income 

Total ext_ aordinary items (net) 

i'!et i ncome after fixed charges 
and other deductions 

. 218' 922 , 579 

29, 347, 391 35 , 463 , 244 
4,796, 962 5, 799, 667 

23 , 572 , 05 30, 009, 129 
13 , 568 , 215 16, 82 7, 274 

7, 348, 650 9, 175, 518 
2.8, 223 , 799 117, 455 , 522 
11z269 , 472 

178, 126_, 594 
20, 867z115 

23S , 597z 469 

40 , 795 , 985 40 , 173 , 941 

15, 290,644 22 , 986 , 999 

25 , 505 , 341 17zl 6,942 

9 36, 815 626, 628 
14, 742 , 218 20 , 126, 103 
{14 , 1~~ , 403 ) { 19 z 499 , 47~ ) 

11z349 , 938 ( 2z312 , 533) 

8 , 053, 772 15 z283 , 976 

19, 403 ,710 12z971 , 443 

997 z907 1, 916z097 

18, 405 , 803 11z055 , 346 

6, 552 , 308 1, 289, 264 
3,037, 725 329zl85 
9z590 z033 1z618,449 

8z815 z 770 563 zl 03 ) 

470, 535 

~ 8, 815, 770 $ ( 92 ' 568 ) 

*The merge r of North lr!estern and Great ';.'estern 1-;as consummabd July 1, 1968 . This 
statement r eflects the results of the merger on a pool ing- of- interests basis 
,,Jhich includes the combined ope r at ions of the companie s . 
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Year -

1959 

1960 

1961 

1962 

l 9f.3 

1961 

1965 

1966 

1967 

1968 

Total Railway 
Operating Revenues 

(000) 

~2 13 , 350 

207 , 282 

218,117 

196, 961 

213, 923 

220 , 811 

227 , 5"9 

2l.t2 , 56l 

242 , 011 

275, 771 
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Tabl e 64 

N01':'H 'C:STERN NET INCOKE TREND l 959-l96A 

Net Income Afte r 
Total Rail way Net ?..ailHay :i..1come Available Fixed Charges And 

Operating Expenses Oper ating Income For Fixed CharBes Other Deductions 
(000) (OCO ) (000 ) (000) 

~l82 , F' R7 ~ 3, 124 ~7 5, 562 $( 2,897) 

l79, 5PO ( 1,263 ) 1,551 ( 7,170 ) 

176, 849 10,7L6 13, 200 3,030 

168 , ?35 ( 291) 8, 459 ( 1, 501) 

l7f· ,127 ll , J)O 18, 406 8,316 

1°1, 982 10, 658 16, 346 6, 936 

1°0 ' 182 13 , 53L 19, (;07 10, 253 

19l, L·50 13 , 803 17, 491! G , 529 

211, 016 ( 9, 856 ) 1, 436 ( 9, 052) 

235, 597 ( 2, 313 ) 11, 055 ( 56J ) 
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To maintain the uniformity of this report , the 
following financial analysis of North Western and its 
transportation subsidiaries is based on the financial 
data exactly as it has been reported to the Commission 
in its Annual Reports , Form A, for each year from 1959 
to 1968, respectively . 

Gross Railway Operating Revenues and Expenses 

Table 64 discloses that North Western ' s railway 
operating revenues for the first five year period 
(1959- 1963) reported a high of $218 million and a low 
of $197 million . However , for the second five year 
period it enjoyed an almost unbroken increase in 
railway operating revenues which went from $220 . 8 
million in 1964 to $275 . 8 million in 1968 . I ts railway 
ope ra ting expenses for the first five year period 
ranged from a high of $182 . 8 million to a low of $168 
million . But for the second five year period its 
railway operating expenses increased from $181 . 9 million 
in 1964 to a high of $235 . 5 million in 1968 . I n summary, 
for .the seco nd 5 - year period it had increased operating 
revenues of $55 million and increased operating 
expenses of $53 . 6 million . 

I ts operating ratios (the ratio of total railway 
operating expenses to total railway operating revenues) 
for the last decade stayed in the 80 1 s except for the 
years 1965 and 1966 when it reported operating ratios 
of 79 . 2 percent and 78 . 9 percent , respectively . For 
the entire 10 year period , its operating ratio 
averaged 83 . 3 percent annually which did not compare 
favorably with the average annual operating ratio of 
77 . 7 percent computed for all the class I railroads in 
the Western District . Although North Western ' s railway 
operations have resulted in increased revenues in 
every year since 1963 , its margin of operating efficiency 
has r emained about the same . As the record shows this 
static operational position has been greatly influenced 
by the demands of increased labor costs together with 
higher costs paid for fuel and sharp increases in the 
cost of material and supplies . 

New Railway Operating I ncome & Net Income 

For the years 1960 , 1962, 1967 and 1968, North 
Wes tern was unable to generate sufficient additional 
railway operating revenues to cover i ts substantial 
equipment rental costs . As a result of this situation 
it has r eported net railway operating deficits for the 
above stated years , of which 1967 was the worst one , 
showing a deficit of more than $9 million . Even though 
North We stern has realized substantia l sums from non ­
railway ope r ations , its income available for fixed 
charges was not supplemented sufficiently to eliminate 
its deficit operations . 
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Table 65 

NORTH WES'IERN WORKING CAPITAL 1959-1968 

Total Operating Monthly Average 
Total Current Total Current \vorking Expenses Less Working Capital 1.Vorking 

Assets Liabilities Capital Depreciation ·Requirement Capital Ratio 
Year (000) (000) (000) (000) (000) 

1959 $39,575 $42,310 $( 2, 735) . $166,684 $13,890 

1960 48,538 48,429 109 161,651 13,471 1.0 

1961 51,224 50,592 632 158,159 13,180 1.0 

N 1962 55,201 48,091 7,110 150,442 12,537 1.1 
N 

""'" 1963 70,916 50,537 20,379 159,761 13,313 1.4 

1964 91,467 58,523 32,944 163,760 13,647 1.6 

1965 58,195 61,128 ( 2,933) 163,108 13,592 

1966 61,453 69,692 ( 8,239) 173,343 14,445 

1967 66,182 76,319 (10,137) 191,568 15,964 

1968 70,655 91,785 (21,130) 212 '971 17,748 
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Working Capital 

With the exception of 1963 and 1964, Table 65 
shows that North Western's working capital position in 
the last decade was inadequate for conducting orderly 
operations . I t 1963 and 1964 it had a working capital 
ratio of 1 .4 and 1 . 6, respectively . In July of 1965 
and as a result of a large cash outlay for the acquisi ­
tion of its two nontransportation subsidiaries , 
Velsicol and Michigan Chemical, its working capital 
position declined to a negative balance . Al though 
these investments may have strengthened the overall 
financial posture of North Western, there has been no 
appreciable effect on its working capital position 
because of li ttle or no improvement in its earnings 
from railroad operat i ons . From 1965 to 1968 North 
Western showed working capital deficits . However, 
North We stern has managed to transact its business on a 
negative or inadequate working capital basis only 
because of the extremely fast cash flow resulting from 
the required prompt payment of freight bills and because 
of the fact that current liabilities include many items 
which are not payable " immediately . " 

Management recognizes that this method of conducting 
operations i s not satisfactory and it would be 
desirable to maintain a working capital ratio of at 
least 1. 5 . 
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Table 66 

NORTH WES TERN RATE OF RETURN ON NET INVES'l'MENT IN TRANSPORTATION PROPERTY 1959-1968 

Inves.trrient In Depr eciation & Net Net :rzy- . Opr. Percent Percent 
Pr operty, Cash & M&S Amorti zation Inves tment Income North Hestern Western Di st r i ct 

Year ~ 000 ) ~ 000 ) (000) (000) 

1959 $ 930, 413 $2hl, 951 $688 ,462 $ 3, 124 0. 45 3. 08 

1960 1,020 , 511 263,333 757,178 ( 1,263) (0.17) 2. 59 

1961 110171158 269,755 7!~ 7 , L03 10,746 1.43 2. 77 

1962 802,900 274,529 528 ,371 ( 291) (0. 05} 3.27 
N 
N 

1963 790,540 274,761 515,779 . 11,350 2.20 3. 60 w 

1964 1, 017,158 2691755 747, 403 10, 658 1.43 3. 43 

1965 812,324 295,483 516,841 13,534 2. 62 3. 85 

1966 857, 421 305,659 551,762 13,808 2.50 3.93 

1967 891, 937 314,959 576,978 ( 9,856 ) (1. 71) 2. 73 

1968 1,051,893 369,102 6R2 , 791 ( 2,313) (0.34) NA 

NA No t Available 
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Rate of Return 

The North Western's rate of return has been ca~cu ­
lated to show the ratio of net railway operating income 
to investment i n road and equipment, less accrued 
depreciation and amortization, plus cash and material 
and supplies . As mentioned previously in this report, 
net railway operating income is used for determining 
the rate of return because it tests the adequacy of 
railway earnings . As shown in Table 66, in the last 10 
years 1 959-1968, North Western's best rate of return 
in relation to net investment in transportat ion property 
was 2 . 65 percent in 1965 and 2 . 50 in 1966 . On this 
basis the returns were substantially lower than the 3 . 85 
percent and 3 . 93 percent reported for the railroads in 
the Western District for the same years , respectively . 

Historically, in the last decade (1959 - 1968), 
North Western's rate of return o n net investment in . 
transportation property has been nonexistent tir below 
the standard of the railroads in the Western District . 
As a result of this poor showing it has been unable 
to attract new capital except through equipment 
financing . I t is noted , however , that North Western 
has managed to generate funds necessary for capital 
expenditures through the sale of assets, tax refunds 
(paid prior to 1955 ) and the sale of scrap. But, 
management realizes that these sources are limited and 
unless its financial posture is improved through 
earnings , its prospects for borrowing will be no better 
in the future than it i s present l y . 

Long-Term Debt 

For the period 1959- 1968, North Western ' s total 
long- term debt averaged $220 mil l ion annually, of which 
$13 . 9 million represented the amount due and payable 
within one year . Ordinarily, the funds to pay long 
term debt would come from earnings . But as shown in 
Table 64, North Western's railway operations in the 
past decade have either produced deficits o r an 
insufficient amount of net income to service its debt 
due within one year . In this connection it is noted 
that supplementa l funds have been generated through 
charges to depreciation at an average of $18 . 4 million 
annually . Considering that this amount exceeds its 
debt service requirements by more than $5 million, 
North Western has ma naged to service or supplement its 
debt requirements from 1959 to 1968 . However, since the 
retirement of its l ong- term obligations will continue 
to absorb all of its net income and a major portion of 
the funds generated by charges to depreciation, North 
Western must improve its earnings position or in the 
foreseeable future it will have little or no funds 
available for capital expenditures . 
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Fixed Charge s & Contingent Interes t 

Table 64 shows that North Western had some income 
available for fixed charges and contingent interest in 
each year from 1959-1968 . After meeting its fixed 
charges and other deductions it reported deficits for 
5 of the 10 years discussed . This indicates that North 
Western ' s income from railway operations together with 
income from other than railway operations were 
insufficient in the mentioned deficit 5 years to meet 
its fixed charges and contingent interest obligations . 
Yet, for the 5 years (1961 , 1963 - 66 ) that North Western 
was able to meet its fixed cha rges and contingent 
interest obligation, it had generated sufficient earnings 
from railway operations to meet these charges without 
depending upon income earned from sources other than 
railway operations . 

North Western's earnings from other than railway 
operations ranged from a low of $2 . 6 million in 1959 
to a high of $15 . 2 million in 1968 . In 1967 and 1968 
it realized additional income from dividends (other 
income) of $6 million and $8 mil lion, fQr the respective 
years . In spite of this substantial increase in 
earnings it reported a net income deficit after fixed 
charges and other deductions of $9 million in 1967 and 
some $563,000 in 1968 . This situation is obvlously 
due to the fact that it has been conducting it s railway 
operations on a deficit producing basis . North Western 
states in its brief and it is agreed , that earnings 
from transportation operations have failed to provide a 
complete coverage of fixed charges . 

Taxes 

The North Western and its subSidiaries have not 
paid any Federal income taxes since 1951 . 

In prior years it had elected not to use the so ­
called "guideline depreciation lines " and accelerated 
depreciation methods which would increase its tax 
deductions for depreciation substantially . If North 
Western makes full use of these liberalized methods of 
depreciation it could maximize its future tax deduct ions 
by an estimated $20 to $30 mill i on per year . However , 
present tax carry-forwards , even though they will expire 
quite rapidly, may also be helpful in generating future 
deductions . 

As of December 31 , 1967, the North Western had an 
operating tax loss carry- forward of $8,408, 205, expiring 
if unused in 1968 and 1969 . It also had, as of the same 
date , an investment tax credit carry- forward of $17,208,397. 
This expires commencing with 1969 and will be exhausted 
in 1974. 
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Considering all of the substantial additional 

income tax deductions available to North Western, it 

snould not be subject to Federal income taxes in the 

near future . 

Debt -Equity Ratio 

For the period 1959 to 1968 North Western's balance 

sheets show that its ratio of total debt to combined 

total debt and stockholders 1 equity reached a high of 

58 percent in 1960 . As of December 31, 1968, this ratio 

was 44 .7 percent and the average over the 10 year period 

was a favorable 49 percent . 

Its debt - equity ratio computed on the basis of 

total long - term debt to combined total long- term debt 

and stockholders ' equity for the period 1959-1968 
reflect s a high of 46 . 8 percent in 1960 but was only 

35 . 4 percent as of December 31 , 1968 . The average for 

the entire 10 year period was a favorable 41 percent . 

It is noted that this computation is a test used by the 

financial community for determining a carrier ' s credit 

and it indicates that the North Western's equity in the 

total assets of the railroad is much greater than its 

current creditors ' claims . Therefore, borrowing money 

to finance capital expenditures would normally present 

no problem . Howe ver , due to its historically inadequate 

rate of return North Western has not found it feasible 

to raise mo ne y in the capital markets because it could 

not deal equitably with prospective investors . 

Preliminary Findings and Conclusions 

North Western in the last 10 years has conducted 

its operations with little or no working capital . I ts 

rate of return was n on existent, or below the standard 

of the railroads in the Western Distric t when it did 

manage to realiz e some net inqome in 5 of the 10 years 

covered by Table 64 . I t has had considerable trouble 

generating sufficient funds from its operations to 

meet its long - term debt due within one year . At the 

same time , it has reported a favorable debt equity 

ratio which normally should have made borrowing funds 

for capital investments quite easy . But it has not 

been able to borrow money on equitable terms because of 

its poor earnings record and inadequate rate of return . 

North Weste rn's dividends record shows that December 

1964 was the fi r st declaration of dividends on common 

stock since 1950 . I t also dec lared a dividend on 

preferred stock for that year. Dividends on both common 

and preferred stock were paid in 1965, 196~ . 1967 and 

1968. . 
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The analytical devices utilized in the foregoing 
f inancial analysis disclose that the North Western ' s 
f inancial position in the last decade has rot been very 
s table and at best the carrier has operated on a 
marginal basis . 

There are various factors underlying North Western ' s 
marginality and other operations . As the previously 
d iscussed evidence of record shows North Western : 
(l) is overburdened with lightly used routes ; ( 2 ) is 
u nable financially to substantiall y i n crease its fleet 
o f freight cars or modernize its l ocomotive fleet, S3 
percent of which was at least 10 years old at the close 
of l96S; ( 3 ) is unable to participate in traffic with 
long hauls over its own service routes, which are short 
compared to those of many connecting carriers ( the 
s ystem average length of haul for North Western in l96S 
was only 261 miles , a net increase of but 30 miles 
since 1960); ( 4 ) handles traffic over So percent of 
which has its ori~in or destination or both on North 
Western lines; ( 5J has exhibited increases in freight 
tonnage , ton- miles and revenues ; and ( 6 ) has experienced 
a gradual shift in traffic consist in that agricultural 
and mining products , other than coal and metallic ores , 
have declined both absolutely and relatively in terms 
o f both t onnage and revenue , while manufactured goods 
tonnage and revenue have become increasingl y important 
overall by absolute and relative measures . 

North Western interchanges in the Ch i cago area , 
Milwaukee, Manitowoc , Peoria and S . Pekin are dominated 
by interchanges with Eastern District class I line - haul 
carriers . At E . St . Louis , the major port i on of No r th 
Western ' s interchange is with carrie r s having lines 
radiating into the Southern Dist ri ct , to the Gu l f p o r ts , 
and to inland points in Texas and Oklahoma . Without 
allowance for duplications , i . e . , bridge traffic inter­
changed at any pair of the named points , the total ca r s 
interchanged thereat in 1964 rep r esented about half of 
North Western's total interline carloads in that year . 

Major service routes between the above - named points 
and between those points on the one hand and points on 
the northern and western extremities of the North 
Western system on the other hand repre s ent only about 
one - fourth of the carrier ' s road mileage but generate 
some So percent of total ton - miles . Briefly, the servi ce 
routes connect Chicago on the one hand , with , on the other 
hand , (l) Omaha ( including Council Bluffs and Fremont ) , 
( 2 ) the Twin Cities via Milwaukeemd Eau Claire , 
( 3 ) Duluth - Superior (connecting with the Twin Cities 
line at Eau Claire ), ( 4 ) Escanaba , via Green Bay, 
Manitowoc ( also Fond du Lac ) and Milwaukee , and ( 5) E . St . 
Louis via Nelson ( on Chicago -Omaha line ) . Twomher 
s ervice routes connect the Twin Cities with the Chicago ­
Omaha line , one through Sioux City to the Omaha - Council 
Bluffs area , the other through Albert Lea to Marshalltown . 
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A short segment of line between Ames and Des Moines and 
lines connect ing Escanaba and Powers, Mich . , with Stambaugh, 
Mich . , also handle substantial vo lumes of traffic . 
Traffic density between Kansas City and points on the 
Chicago -Omaha route via Des Moines reflecting operations 
of the merged North Western-Great Western are not of 
record . In view of the importance of Kansas City as a 
Missouri River gateway to the West and Southwest, it 
can be expected that the unified North Western-Great 
Western system receives and routes a considerable 
volume of traffic through the gateway . We must rely in 
this report on interchange data supplied by the other 
carriers serving Kansas City, which show carloads inter­
changed with Great Western . In the respective sections 
covering the Kansas City inte rchanges of these other 
parties to the proceedings, the former Great Western 
interchange has been listed as "C&NW" . 

Among its western gateways , excluding Kansas City, 
the Omaha - Fremont - Council Bluffs gateway consititutes 
North Wes tern ' s largest interchange (190,728 cars) . 
Union Pacific is by far the largest single connection 
(140,801 cars ) for interline traffic at these gateways , 
yet the UP - C&NW interchange represents only 13 percent 
of North Western ' s interline business . Other important 
(over 10,000 cars) western connections ( among parties 
to these proceedings ) and their respective interchanges 
with C&NW at specific points are: Twin Cities, GN 
( 52, 556 cars ), NP ( 47 , 571) , Soo (1 9, 703 ) ; Albert Lea , 
ICRR (18, 277 ); and Omaha - Fremont - Council Bluffs, MP 
( 24,002 ) and CB&Q, (18 , 202 ) in addition to UP . The fore ­
going data exclude interchanges between the named 
carriers and the Great Wes tern, but this additional 
amount of traffic i s reflected in the interchange 
evidence discussed for each of those carriers in this 
report . 

Subjec t to the limitations above discussed with 
regard to former interchanges with Great Western, it is 
clear that, throughout the portion of the North Western 
system which lies generally within the area bordered 
by routes between the Twin Cities, Omaha, St . Louis and 
Chicago , North Western has numerous but small (less than 
10 , 000 cars ) interchanges with both Milwaukee and Rock 
I sland . The largest interchanges with Milwaukee are : 
Twin Cities ( 6, 596 cars ); and Sioux City (4, 717 ) ; and 
with Rock I sland : De s Moines (6, 100); Chicago (3, 927 ); 
and Omaha - Council Bluffs (3 ,478 ). 

Obviously, North Western , despite its advantage as 
an originator or terminator of most of its interline 
traffi~ , must depend on it s connections at the Missouri 
River, the Twin Cities and the gateways served by Eastern 
and Southern District carriers . In short, while North 
Western participates in traffic moving beyond its primary 
service territory that territory is geographically small and 
therefore precludes the carrier from realization of one of the 
major advantages enjoyed by many Western District railroads : 
Long hauls . 
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Financial Status of Northwest Industries 

The Annual Report Form A of Northwest Industries 
filed with the Commission for the year 1968 is on a 
corporate entity basis J and in general is not filed on 
a uniform system of accounts basis as is required of an 
operating carrier . Accordingly~ such financial data is 
insufficient to make a proper evaluation of its 
financial capabilities . However, the financia l data 
contained in its Annual Report to Stockholders for the 
year 1968 shows operations of a ll the transpo r tation 
and nontransportation companies in the conglomerate, on 
a pooling- of- interest basis . I t is noted that the 
report states that : 

The results for the periods prior to 
April 18, 1968 are a mathemat ical combina ­
tion of previously reported earnings of 
the constituent companies adjusted for 
certain items necessary to conform to 
generally accepted accounting principles 
as well as certain pooling ad j ustments and 
therefore , do not reflect the results that 
would have occurred had these companies 
been together since J anuary 1, 1967 and had 
consolidated tax returns for these periods 
been filed . 

Northwest I ndustries consolidated balance sheet as 
of December 31, 1968, shows total assets of $1, 286 . 3 
million comprised of : current assets $336 .3 million, 
consisting of cash and marketable se curi t ies $108 . 1 
million, notes and accounts receivable , less a ll owance 
for possible losses , $108 . 1 mil lion, i nventories $66 . 1 
million, materials and suppl ies $51 . 6 million and 
prepaid and other expenses $2 . 4 mi llion; property, 
Rlant and equipment less depreciation and other reserves 
~843 . 2 million ( this amount includes total transporta ­
tion properties $693 . 5 million or some 82 .3 percent of 
the net total properties reported as of December 31 , 
1968) and other assets $106 . 8 mill i on . I ts liabilities 
were : current liabilities $163. 6 million, consisting 
of accounts payable $78 . 7 mill ion, accrued payroll and 
vacation pay $19 . 5 million , divi dends payable $13 . 6 
million, accrued taxes $26 . 9 million and long- term debt 
due within one rear $24 . 9 million ; long- term debt due 
after one year ~402 . 4 million; deferred Federal income 
taxes $47 . 5 million; reserves $34 .8 million ; minority 
interests in subsidiaries $31 . 5 million; stockholde r s 1 

equity consisted of capital stock $341 . 9 million; and 
retained earnings $264 . 6 million . 
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I ts consolidated statement of earnings shows net 
sales and operating revenues of $700 . 9 million, with 
cost of goods sold and operating expenses aggregating 
$639 .1 million resulting in net earnings from operations 
of $61 . 8 million . After other deductions composed of 
$8. 7 mill i on, provision for income taxes $15 . 2 million 
and earnings from extraordinary items $14 . 7 million, 
its net income amounted to $52 . 5 million for the year 
1968 . I nasmuch as Northwest I ndustries preferred stock 
di vi dends requirement amounted to $17 . 4 million, its 
net earnings available to common stock amounted to $35 . 1 
million . 

The financia l data above , indicates that Northwest 
I ndustries ' current ratio or working capital ratio of 
current assets of $336 . 2 million to current liabilities , 
including the current portion of long- term debt of 
$1 63 . 6 million is approximately 2 .06 to 1 . I ts rat i o 
of long- term debt to total l ong - term debt and stock­
holders ' equity is a favorable 41 percent and its net 
income after payment of dividends on preferred stock 
was more than $35 .1 million . Although this amount 
includes net extraordinary income of $14 . 7 million which 
i s an unusual and nonrecurring i tem, it is noted that 
if this amount we re eliminated its net income of $20 . 5 
million after preferred dividends would have exceeded 
its 1967 net earnings by almost $6 .5 mi llion . 

Northwest Industries ' financ i al statements 
furnished in its Annual Repor t to Stockholde r s , reflect 
a sound f inancial position as of Decembe r 31 , 1968 . 
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Santa Fe exercises a measure of control or has an 
interest in the following carriers : 

Carrier 

Central California Traction 
Compa ny 

J oliet Union Depot Company 
Texas City Terminal Railway 

Compa ny 
Wichi ta Union Terminal Railway 

Company 
Atchison Union Depot & Railroad 

Company 
Houston Belt & Terminal Company 
Pueblo Union Depot & Railroad 

Company 
Denver Union Terminal Railway 

Company 
El Paso Union Pa ssenger Depot 

Company 
Union Terminal Company (Dallas) 
Packers Car Line Company 
Belt Railway Company of Chicago 
Kansas City Terminal Railway Company 
Pullman Company 
The Railway Express Agency, Inc . 
Trailer Train Company 

Percent of 
Ownership Interes t 

33 - 1/3 
33 - 1/3 
33 - 1/3 

33 - 1/3 

25 
25 

25 

10- 2/3 

16- 2/3 
12-1/2 
11 .34 

8- 1/3 
8- 1/3 
5 . 61 
4 . 78 
2 . 4 

One of Santa Fe's larger wholly owned, noncarrier 
subs i diaries is Chanslor-Western Oil and De velopment 
Company . In turn , Chanslor-Western has 100 percent 
ownership of ten companies and over 50 percent 
ownership in four others . I ts revenues in 1967 were 
over $48 million, of which Santa Fe ' s equity in the net 
income was over $14 . 5 million . 

As of December 31 , 1969, the original carrier 
applicant was authorized to issue 13,148, 600 shares of 

i percent, noncumulative, Preferred Stock, par value 
10, and 35 million shares of Common Stock, par value 
10, of which 12,417,279 shares of the preferred and 

24,687,527 sha r es of the common stock were issued and 
outstanding . The authorized capitalization and shares 
issued and outstanding for the successor Santa Fe i s not 
of record . 

Santa Fe Industries , incorporated December 4, 1967, 
in Delaware, was organized to acquire the commo n capital 
stock of the original applicant carrier herein and also 
provide for expansion and diversification in nontranspor­
tation fields . However , the control and other interests 
which the original applicant carrier held in nontranspor­
tation companies remained in it, and apparently such 
control and other interests were transferred without 
change to the successor- in- interest carrier company, 
Santa Fe . 
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Scope of Operations , Plant and Equipment 

As of De cember 31 , 1968, Santa Fe operated approxi ­
mately 12, 862 miles of road in 12 States , of which 52.5 
percent was branch line , and 318 miles were operated 
under trackage rights . Its mileage operated by State 
is : I llinois, 290 ; Iowa , 20 ; Missouri , 292 ; Kans as, 
2820; Nebraska , 3 ; Oklahoma , 1 , 408 ; Texas , 3 , 611 ; 
Louisiana , 65 ; Colorado , 643 ; New Mexico, 1, 354; 
Arizona , 850 ; and California, 1,507 . Santa Fe ' s actual 
track mileage totaled 21 , 428 miles . 

As previously indicated in connection with the 
discussion of the Rock I sland lines, the Santa Fe is 
one of the two major carriers operat ing thr ough the 
southern corridor, the other line being that of the 
Southern Pacifi c system, as already described . The 
territory served by the Santa Fe i s bounded by Sacrame nto , 
San Francisco , Los Ange l es and San Diego , on the west , 
and by Chicago, J oplin, Mo . , Tulsa , Okla ., Paris and 
Longview, Tex ., and Oakdale , La . , on the east . 

Santa Fe ' s major routes run from San Francisco and 
Sacramento to Chicago through Stockton and Barstow, 
Calif . (also from San Diego to Bars tow through Los 
Angeles) , Cadiz , Calif . , Williams Junction, Ariz . (also 
an alternate route between Cadiz and Williams Junct ion 
through Matthie , Ariz . , which connects wi th a line from 
Phoenix to Matthie ), Flagstaff, Ariz ., Dalies , Belen 
and Clovis, N. Mex ., Farwell, Canyon, and Amarillo, 
Tex . , Kiowa , Wellin$ton, Mulvane, Augusta , Elinor (a 
station\ on the line ), Emporia , Ottawa (also Topeka ), 
Holiday and Kansas City, Kans ., Fort Madison, Iowa, 
Lomax and Ancona , I ll . 

There follows a descript ion of the more important 
line segments which connect with the above - described 
routes . A line runs from Belen northward to Denver, 
through Isleta and Albuquerque , N. Mex ., and Los Animas 
and Pueblo , Colo . , and eastward from Los Animas to 
Elinor through Dodge City, Hutchinson and Newton, Kans . ; 
and other lines from Canyon and Farwell to Galveston, 
Beaumont and Longview, Tex . , and Oakdale , La ., from 
Canyon through Plainview (a segment extends from 
Plainview to Floydada, Tex .) and from Farwell through 
Sudan, and thence through Lubbock, San Angelo Junction , 
Brownwood , Temple and Somerville, Tex . , dividing at 
Somerville with one segment reaching Galveston through 
Thompsons, Tex . (also Houston) and the other leg to 
Beaumont and , through Silsbee, Tex . to Longview and 
Oakdale . The routes described immediately above are 
joined by routes from Newton and Elinor to Temple , 
through Winfield Junction, Oklahoma City, and Fort Worth 
(also Dallas) . Othermajor routes extend between 
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(1) Belen and El Paso; ( 2) Clovis and Carlsbad; (3) Fort 
Worth and Brownwood; and ( 4) Ottawa and Tulsa . Various 
other lines connect the previously described major 
routes in the area between Belen on the west and Kansas 
City on the east . 

Santa Fe and its subsidiaries own extensive auto ­
mated freight classification yards , piggyback and 
containerized freight handling facilities ; signal and 
communication fac i lities , including a microwave 
communication system between Chicago and California; and 
equipment , track, signal and communications maintenance 
facilities , including a car construction plant , and 
maintains an industrial development and market research 
department which applies modern electronic data 
processing systems to all phases of Santa Fe ' s rail 
operations . 

As of December 31 , 1968, Santa Fe had 1, 847 diesel 
locomotives comprised of 394 freight units , 210 passenger 
units , 947 multiple purpose units , and 296 switching 
units . 

Table 67, which follows , shows the Santa Fe freight 
car fleet as of December 31 , for each of the years 1963 
through 1968 . The total car fleet stood at 82 , 167 cars 
in 1963 , 88, 229 cars in 1967, and 83 , 603 cars in 1968 . 
Aggregate capacity increased from 4, 454, 602 tons in 
1963 to 5, 334, 947 tons in 1967, declining slightly to 
5, 108, 429 tons in 1968 . With respect to type of cars , 
net changes between the years 1963 and 1968 show declines 
in box cars and refrigerator cars and increases in 
covered hopper cars and flat cars ( including rack cars ) . 
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Tabl e 67 

SANTA FE FREIGHT ~AR FLEET:CARS OvmED AND LEASED, 1963 THRO UGH 1968 

Ref riger at or I Open Cover ed To tal 
Year Box Flat* Gondol a Ho_p_per Hopper Other{H~ Cars 

1963 36 , 2~3 ~ , 208 9,197 5, 708 5 , ~08 13, 687 7' 716 82,167 

1964 l 35 , 880 ~ , 402 I 9, 041 5, 68 7 7, 284 13, 473 7,327 83, 094 

1965 I 35 , 016 ~ , 882 9,ll5 5, 724 9, 678 13,138 6, 671 84, 410 

1966 3~ , 554 5, 593 9,473 5, 722 12, 781 13,~~6 6, 574 88 ,1~3 

1967 34, 307 6, 237 I 9, 280 I 5, 800 I 13,219 lJ ,137 6 , 2 ~9 88 , 229 

1968 34 ,509 6,077 { 9 , 3~9 i 5, 389 

I 
13,125 ! 9, 293 5, 861 I 83, 603 

I l I 
I I ! l I ! 

I I 

* Includes rack car s . 

** Includes stock car s , tank cars and aot hern cars. 
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Aggregate 
Capacity 

(Tons ) 

~,~5~, 602 

4, 631,667 

4, 835, 607 

5, 282, 520 

5 , 3 3~ , 9~7 
I 

5 , 108 , ~2 9 
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Fre i ght Traffic : Volume and Service Output 

Table 68, which follows , embraces the data discussed 

in t hi s section . By the end of the 10 - year period 

1959 through 1968, Santa Fe 1 s freight revenues showed 

a net increase of 13 . 5 percent . However, freight 

re ve nues for the five years 1960- 1964, were each less 

than 1959 and it was not until 1965 that Santa Fe began 

e njoying successive yearly i ncreases except for 1967 . 

Revenue tonnage during this period increased a net 

15 . 6 p ercen t to 76 . 1 million tons in 1968 . From 1959 

to 1963 , tonnage fluctuated between 65 . 3 and 66 . 3 
mi llion tons before climbing to the 1966 high for the 

peri od of 78 . 3 million tons . Revenue ton- miles followed 

a pattern similar to that for tonnage , with a net 

i n c r ease of 26 . 7 percent to 45 . 6 bill ion ton- miles in 

1968 . I n the first four years of the period , the figure 

stayed between 36 . 0 and 36 . 6 billion ton - miles , before 

starting its climb to the 1966 high of 46 . 8 billion 

ton-mi les . 

Total revenue carloads in 1959 totaled 1 . 8 million, 

the period high . While carloads declined in a relatively 

steady manner ( the last five years did fluctuate 

slightly ) for a net decrease of 14 . 6 percent for 1968 

compared to 1959, it should be borne in mind that 
average revenue load per car consistently increased each 

year from 36 . 5 tons in 1959 to 46 . 4 tons in 1968 . or 
the four categories comprising carload traffic - local , 

interline originated , i nterline terminated and overhead -

the overhead category has contributed the least amount 

of traffic to Santa Fe , ranging between 5 and 6 percent 

of total carloads . Local traffi c ranged between 33 . 5 

and 37 . 5 percent of total carloads with a 10 - year average 

of 35 . 3 percent , which was also the 1968 figure . 
I nterl ine origi nated traffic ranged between the 1968 

low of 27 . 1 percent and the 1959 high of 31 . 6 percent ; 

interline terminated ranged between a low of 26 . 9 per­

cent in 1960 and the 1967 and 1968 figures of 31 . 4 

percent . Duri ng the 10 - year period , interchange traffic 

has varied between 62 . 4 and 66 . 5 percent of total 

carl oad traffic : the 1968 figure of 64 . 7 percent is 

about three percentage points above the 1959 figure . 

Despite some intermediate lows , the 10- year period 

has shown a pronounced increase in length of haul . 

The average length of haul ranged between the 1961 low 

of 545 miles and the· 1967 high of 613 miles . In 1968, 

the length of haul was 601 miles . 
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Year Local 

1959 643 ,145 

1960 645 , 861 

1961 649, 041 

1962 596 ,168 

1963 560, 682 

l96Lt I 588, 088 

1965 I 583 , 375 

625 ,908 1966 I 
' ' 525 ,661 1967 I 
i 
: 1968 579 , 820 
! 

Table 68 

SANTA FE REVENUE FREIGHT TRA "'FIG CARLOADS , 'IDNS , TON- HILES AND FRE IGHT REVENUE 
YEARS 1959 THROUGH 1968 

Carloads Revenue 
Interline Interline Total Total Ton-Hiles 

Originated Terminated Overhead Carloads Revenue Tons* (millions ) 

570,102 497 , 055 94, 977 1,805 , 279 65 , 830,721 36 , 010 

549, 03 7 473,838 90 , 478 l, 759 ' 214 65 , 319 , 673 36 , 630 

517,145 475, 771 86, 998 1, 728 , 955 66, 253,768 36, 039 

531,166 489, 657 90,043 1,707, 034 65,506, 544 36,106 

510, 578 498 ,914 94 , 866 1,665 , 040 65 ,516,989 37 , 224 

491,042 511,385 94 ,310 1, 684 ,825 68, 818 , 986 39,580 

479,124 513,785 100,914 1,677,198 I 72,215' 723 41, 397 

Lt93 , 981 524, 640 97 , 683 l, 742 ' 212 78, 257 , 043 46, 795 

71, 668 , 561 43 , 868 457,289 492 , 563 93 , 067 1,568 , 580 
I 

I 445 , 006 515, 633 100 , 342 1, 640, 801 76, 064 ,800 I 45 , 610 I 

I 
I 

i 
' j 

In8ludes L. C. L. Freight fo r all years. 
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Freight 
Revenue 

(000 ) 

$534,388 I 
514, 079 I 

I 
503 , 089 

507 ,347 

513,113 

533 , 524 
I 

551,761 . . 
t • 

599 ,288 
i 

' 
I 

571, 875 I I 
I 

606,781 

l 
--l 
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Freight Traffic : Commodity Consist 

Tonnage and revenue data for the years 1959, 1961 
and 1963 under the old commodity code are shown in 
Tables 69 and 70 , and for the years 1964 to 1968 
inclusive , data under the new code appear in Tables 71 
and 72 , following this discussion . The freight commod ­
ity statistics for the 1959-1968 period reflect 
stability in the proportion of tonnage and revenues 
each commodity group contributes relative to the total 
amount . 

During 1959, 1961 and 1963 , "Products of 
Agriculture '' contributed 23 to 27 percent of the tonnage 
and 19 to 23 percent of the revenues . Between 1964 and 
1968 the portion of tonnage attributed to "Farm 
Products " climbed from about 20 percent of total 
tonnage in 1964 to the 1966 high of 25 percent and 
dropped sharply to the 1968 low figure of 18 percent , 
reflecting, in part , a substantial decrease in wheat and 
sorghum grains traffic . The revenues produced by this 
group represented over 17 percent of total freight 
revenue in 1964, rose to about 20 percent in 1966 and 
declined to 14 percent in 1968 . 

"Products of Mines " comprised 23 percent of Santa 
Fe ' s tonnage in 1959, 1961 and 1963 and between 6 and 7 
rrercent of the revenues . The new code groupings of 
'Metallic Ores ," "Coal " and "Non - Metall i c Minerals ," 

comprised 18 percent of tonnage in 1964, 15 percent 
in 1966, and 17 percent in 1968 . Revenues remained 
proportionately stable at · about 5 percent . 

"Products of Forests ," produced about 6 percent of 
the tonnage and about 3 .5 percent of the revenues in 
1959, 1961 and 1963 . "Lumber and Products " produced 
similar results for the years 1964 through 1968 . 

"Manufactures and Miscellaneous " constituted 41 
to 44 percent of tonnage and 57 to 61 percent of the 
revenues in 1959, 1961 and 1963 . For the years 1964 
through 1968, the new code groups , "Food and Products ," 
"Pulp , Paper and Products ," "Chemicals , 11 "Petroleum and 
Coal Products ," "Stone , Clay and Glass Products ," 
"Transportation Equipment ," and "Waste and Scrap," 
accounted for 48 to 52 percent of Santa Fe ' s tonnage 
and 52 to 56 percent of its revenues . 

During the period 1964 through 1968, "Freight 
Forwarder Traffic ," while making up only a little over l 
percent of the tonnage , contributed between 5 and 6 
percent of Santa Fe ' s revenues . The remaining commod ­
ities , listed on Tables 71 and 72 as "All Other Groups " 
represented 4 to 5 percent of the tonnage from 1964 
through 1968 and 13 to 15 percent of the revenues . 

- 238 -



F. D. No . 22688 

I n summary, Santa Fe ' s fre i ght revenue from 
agricultural traffic has varied considerably over the 
1959-1968 period , at times contri buting nearly one ­
fourth of freight revenue , and , mo r e recently, less 
than 15 percent . More than half of Santa Fe ' s freight 
revenue is derived from the t r a nsportat i on of commod ­
ities which have undergone some stage of manufacture , 
notably "Food & Kindred Products " a nd "Chemicals ," which 
have accounted for about 15 and 12 percent of freight 
revenues , respectively, in rece nt years . The remainder 
of revenues from manufactured commodit i es has been 
sp read over a wide range of commodi ty groups . 
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SANTA FE COMMODITY STATISTICS ~ 1959, 1961 AND 1963 

Table 69 

COMMODITY GROUP TONNAGE AND GROUP TONNAGE AS 
PERCENTAGE OF TOTAL TONNAGE 

1959 1961 1963 
Commodity Tons % c ons % Tons % 

Group (ooo) 000 ) (000 ) 
Products of 
Agriculture 16, 286 24 .7 18, 234 27 . 5 15,166 23 .1 
Animals & 

Products 865 1.3 747 1.1 776 1. 2 
Products of 

Mines 15, 382 23 .4 15, 231 22 .9 15, 083 23 . 0 
Products of 

Forests 3, 885 5 .9 3, 809 5 .7 4, 258 6 . 5 
Manufactures 
& Misc . 1 28, 162 42 . 8 27 , 064 40 . 8 29, 186 44 . 5 

!Total* 
I 

I 100 .0 66, 254 100 .0 65,517 100 .0 
I 

l 65, 831 

Table 70 

COMMODITY GROUP REVENUE AND GROUP REVENUE AS 
PERCENTAGE OF TOTAL REVENUE 

Commodity 
Group 

Products of 
Agriculture 

Animals & 
Products 

Products of 
1 Mines 
!Products of 
! Forests 
!Manufactures 
i & Mise . 
I , 
!Total* 
I 
! 

Rleve~~e 
000} 

$124, 257 

12, 403 

36, 536 

20,704 

i 317, 522 

l$559, 556 

1959 
% 

22 . 2 

2 . 2 

6 . 5 

3 .7 

~;ven~e 
\ 000} 

$121,304 

10, 897 

36, 174 

17, 702 

56 .7 I 299, so6 

100 . 0 1 $528,788 

1961 
% 

22 . 9 

2 . 1 

6 .8 

3 .3 

56 . 6 

R;venue 
\000 ) 

$102, 741 

11, 212 

34, 747 

19, 763 

332, 318 

1oo . o 1 $s4o, 316 

1963 
% 

19 .0 

2. 1 

6 .4 

3 .7 

61. 5 

100 .0 

~*-------------------------------------------------------------------

I ncludes Freight Forwarder Traffic and L. C.L. Freight . The totals 
of revenue are unadjusted figures and may not agree with Freight 
Operating Revenue totals reported in Railroad Annual Report Form 
A. The totals shown here are for comparative purposes only . 
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Table 71 

SANTA FE COMMODITY STATISTICS, 1964 THROUGH 1968 
COMMODITY GROUP TONNAGE AND GROUP TO NNAGE AS PERCENTAGE OF TOTAL TONNAGE 

1964_ 1965 1966 1967 l96e 
Commodity Tons % Tons ' % Tons % Tons % Tons % 

Group{~ (000 ) (000) (000) (000) (000 ) 

Farm Products 14,131 ·20 . 5 16, 113 22 ·3 19,549 25 .0 13 , 214 18.4 13,571 17. 8 

Metallic Ores 1,425 2.1 1,555 2.2 1,488 1.9 1,307 1.8 1,658 2 . 2 

Coal 3,593 5. 2 3,861 5.3 3,563 4. 6 3,547 4. 9 3,741 4.9 

Non-Metal Minerals 7, 728 11.2 7,296 10. 1 6, 949 8. 9 6,930 9.7 7, 517 9.9 

Food & Products 7,048 10.2 7,359 10. 2 7,934 10.1 8,127 11.3 8,470 11.1 

Lumber & Products 4,487 6. 5 4,129 5.7 . 4,424 5.7 4,286 6. 0 4,819 6.3 

Pulp, Paper, & Products 2, 425 3. 5 2,494 3.5 2,631 3.4 2, 657 3.7 2,942 3.9 
Chemicals 9,114 13.2 9,602 13.3 10,611 13.6 10,906 15.2 10,896 14.3 

Petroleum & Coal Products 3,594 5.2 3, 738 5. 2 3,950 5.0 4,117 5.7 4,464 5.9 

Stone , Clay & Glass Products 5, 238 7. 6 5,389 7.5 5,411 6.9 5,366 7.5 5,564 7.3 
Primary Metal Products 3, 720 5. 4 3, 772 5.2 4,141 5.3 3,826 5.3 4,403 5.8 

Transp. Equipment 1, 065 1.5 1,269 1. 8 1,241 1.6 1,068 1.5 1,336 1.8 

Waste & Scrap 1,267 1.8 1,469 2.0 1:,602 2.0 1,470 2.1 1,450 1.9 

Freight Forwarder Traffic 992 1.4 994 1.4 1,004 1.3 917 1.3 1,011 1.3 

All Ot her Groups 2,992 4.3 3,176 4.4 3,759 4. 8 3,931 5.5 4,223 5 . 6 

Total 68 , 819 100.0 72,2Jl6 100.0 78 , 257 100.0 71,669 lOOo..O 76,065 100.0 I 
...L___ __ ___ _ - --- ----- -- -· ~ 

1 

NOTE: Percentages may not add to 100,0 percent due to rounding. 

*with the exception of "Freight Forwarder Traffic," the commodity groups specifically named each accounted for the movement of 

one million or more tons in each of t he years shown. 11 All Other Groups" represents the total for the balance of the commodity 

groups, each of which had an annual movement of less than one million tons in each of the years shown. The total tonnage figures 

are unadjusted and may not agree with total revenue tons reported in Railroad Annual Report Form A. The totals shown here are 

for comparative purposes only. 
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Table 72 

SANTA FE COMMODITY S TA TIS TICS , 1964 THROUGH 1968 
COMMODITY GRJUP !L"SVENUE AND GRO UP REVENUE AS PERCENTAGE OF TOTAL REVENUE 

I 1964 1965 1966 1967 l 96tl 
Commodity Revenue % Revenue % Revenue % Revenue % Revenue % 

Group* (000) (000 ) (000 ) (000) (000 ) 

Fann Products $ 99 , 039 17. 4 $102 , 789 17 . 7 $124,143 19.7 $ 95 , 212 16. 0 $ 89, 975 14. 1 
Metallic Ores 5, 262 . 9 6, 470 1.1 6 , 573 1. 0 5, 852 1.0 7,275 1.1 
Coal 6, 938 1. 2 7,112 1.2 7, 137 1. 1 8 , 638 1.5 8 , 551 1.3 
Non-Met al Mineral s 16, 285 2. 9 17 , 170 3.0 17 , 552 2 . 8 16, 755 2.8 18 , 545 2. 9 
Food & Products 65 , 871 11. 6 66, 905 11. 5 69,530 11. 0 72' 735 12 . 2 78, 749 12 . 3 
Lumber & Products 21, 744 3. 8 20 , 403 3.5 21, 615 3. 4 22 , 022 3. 7 24,940 3. 9 
Pulp , Pape r & Products 20 , 664 3.6 21, 103 3. 6 22, 280 3.5 22 , 553 3. 8 25 , 901 4. 0 
Chemical s 86 , 850 15 . 3 89, 238 15. 3 97,635 15.5 97 ,108 16. 3 98 , 922 15.4 
Petroleum & Coa l Products 24, 149 4.2 24 , 650 4.2 25,357 4.0 26 , 466 4.5 30, 516 4. 8 
Stone, Cl ay & Glass Products 24, 448 4. 3 23, 512 4. 0 23,549 3 . 7 23 , 271 3. 9 25,802 4. 0 
Primary Met al Products 34, 904 6. 1 36 , 256 6. 2 36 , 762 5. 8 35 , 746 6. 0 40,196 6. 3 
Transp . Equipment 40 , 831 7.2 46 , 262 8 . 0 46 , 069 7. 3 39 , 191 6. 6 51,869 8. 1 
Waste & Scr ap 5 , 932 1.0 6, 907 1. 2 7, 654 1.2 7,332 1.2 8, 043 1.3 
Freight Forwarder Traffic 34 , 723 6.1 34,035 5.9 32 , 308 5.1 29 , 960 5. 0 31, 770 5. 0 
All Ot her Groups 80' 768 14. 2 78 , 580 13 . 5 91, 570 14. 5 91, 857 15 . 4 99 , 311 15. 5 

Total 1$568 , 411 100 . 0 1 $581,392 100 . 0 $629 ' 734 100. 0 I $594, 698 100 . 0 $640,365 100 . 0 
I i I 

NOTE : Percentages may not add to 100. 0 percent due to rounding . 
*lvith the except i on of "Freight Forwarder Traffic , 11 t he commodity gr oups specifically named each accounted fo r the movement of one million 
or more tons in each of the years shown . 11 Al l Other Groups 11 represents the t otal f or the balance of the commodi ty groups, each of which 
had an annual movement of less than one mill ion tons in ea ch of t he years shown. The total revenue f i gures are unadjusted and may not 
agree with Freight Operating Revenue reported in Railroad Annual Report Fonn A. The totals shown here are for comparative purposes only. 

1 
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Freight Traffic : Interchanges and Traffic Flow 

The measurement of traffic dens i ty used in this 
discussion will be average gross tons hauled in freight 
trains per mile in 1965, excludi ng weight of locomotives . 

Santa Fe' s major freight route is betwee n 
California (Los Angeles and San Francisco ) and Chicago, 
via the 11 Amarillo Line . 11 Traffi c de nsity ove r the route 
is shown below : 

Line Segment ( ~ ) 
Los Angeles - Barstow, Calif . 
Richmond (San Francisco )-

Barstow 
Barstow- Belen, N. Mex . 
Belen- Cl ovis , N. Mex . 
Clovis-Fa r well , Tex . 
Farwell - Canyon , Tex . 
Canyon -Amarillo , Tex . 
Amari llo- Wellington, Kans . . 
Wellington- Mulvane -Augusta , 
Augusta -Elinor, Kans . 
Elinor- Kansas City 
Kansas City- Chicago 

Millions of Tons 
Eastbound Westbound 

9 . 6 - 12 . 1 14 . 7 - 19 . 8 

6 . 6 - 9 . 9 
13 . 2 - 15 . 5 

15 . 5 
20 . 6 
1 5 . 6 . 
17 . 8 
16 . 5 

Kans . l5 . 1 - 15 . 4 
1 9 . 2 

22 . 8 - 25 . 2 
13 . 3 - 14.9 

6 . 0 - 8 . 3 
16 . 8 - 18 . 4 

18 . 3 
18 . 9 
14 . 2 
17 . 4 

13 . 9 - 14 .. 0 
12 . 8 - 13 . 0 

18 . 0 
20 . 5 - 22 . 8 
12 . 4 - 14 . 3 

The re was far less freight t raffic on the La J unta 
line, previously described , which d i verges from the 
Amarillo line at Belen, N. Mex . , a nd rejoins it at 
Elinor, Kans . Traffic densit ies for the La Junta line 
are shown below : 

Line Segment(s) 
Belen- Albuquerque 
Albuquerque -La J unta , 
La Junta -Dodge City 
Dodge City - Elinor 

Colo . 

Millions 
Eastbound 

2 . 0 
1. 2 
3 . 0 

4 . 4 - 5 . 0 

of Tons 
Westbound 

2 . 2 
1.1 
2 . 7 

3 . 0 - 4 . 4 

Santa Fe ' s major service route for freight traffic 
between Chicago and the Gulf Coas t (Galveston and 
Beaumont , Tex . ) , runs through Elinor south through 
Augusta , Kans . , Fort Worth and Temple , Tex ., and eastward 
to Somerville , Tex . , with segments to Beaumont and 
Galveston . Be tween Augusta and Winfield Junc tion, Kans ., 
traffic handled in 1965 amounted to 5 . 3 million tons 
southbound and 4 . 1 million tons northbound . 

Traffic density over the line segments south of 
Winfield J unct i on to the Gulf are : 
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Li ne Segment ( s ) 
Winfield Junction-Fort 

Worth-Oklahoma City­
Temple 

Temple - Some rvil le 
Somerville - Galves ton 
Somerville - Beaumont 

F . D. No . 22688 

Millions of Tons 
Northbound Southbound 

3 . 0 - 6 . 3 
5 . 3 

2 . 7 - 3 . 3 
1 . 7 - 2 . 5 

6 . 6- 9 . 0 
ll . O 

6 . 3 - 7 . 5 
3 . 6- 4 . 0 

Santa Fe ' s evidence does not reveal the traffic 
density for the previously described Somerville -Houston 
line . As will be later detailed , Houston is a ma jor 
traffic origin and dest ination point, and therefo re it 
i s concluded that much of the traffic moving between 
Somerville and Galveston, as shown above , actually 
moves between Somerville and Houston . 

The route segment running between Las Animas and 
Lubbock through Amaril l o and Canyon carri es traffic 
between Col orado and Texas ; and the route segments 
betwee n Farwell and Temple , through Lubbock and 
Brownwood , and between Brownwood and Fort Worth carry 
traffic between California and Texas . Traffic de nsities 
fo r the routes are : 

Line Segment ( s ) 
Las Animas - Amarillo 
Amaril l o - Canyon* 
Canyon-Plainview-Lubbock 
Fa rwell-Lubbock 
Lubbock- Brownwood 
Brownwood - Fort Wor th 
Brownwood - Temple 

Millions of Tons 
Ea stbound Westbound 
1 . 5- 1 . 8 0 . 9- l . O 

3 . 2- 4 . 7 
5 -7 

8 . 1- 8 . 6 
3 . 6 
4 . 9 

2 . 1 - 2~8 
4 . 7 

4 . 1 - 8 . 1 
2 . 0 
2 . 7 

*De ns ity shown in the prior discussion of Amarillo 
line . 

The Denver -La Junta route, through Pueblo , carries 
t raffic · t6 and fro~ Cali fornia,: Texas and Chicago . 
Density ove r the line was : Denver- Pueblo, 2 . 1 million 
gross tons southbound , 1 . 7 mill i on northbound; and 
Pueb l o- La Junta , 4 . 5 million southbound , and 4 . 0 million 
northbound . 

Connecting with the Canyon- Lubbock segme nt is a 
line from Floydada , Tex . , to Plainview over which 1 . 5 
million gross tons moved westbound and 0 . 7 million east ­
bound . J oining the Winfield J unction - Gulf Coast route 
at Dalton Junction , Tex . , is a line from Dalla s through 
East Dallas which handled 0 . 4 million gross tons westbound 
and 1 . 0 million eastbound . Santa Fe presented no 
evidence showing density for the line from Dallas to 
Cleburne . 
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Other important Santa Fe routes connect with the 
above - discussed lines at various junctions . One such 
line connects San Diego with the Los Angeles - Barstow 
line at Atwood , Calif . In 1965, traffic density on 
this line ranged from 1 . 1 to 2 . 0 million tons to San 
Diego and from 1 . 2 to 1 . 4 million tons from San Diego . 
Traffic moves between Phoenix and Mattie , Ar iz . , with 
a density in 1965 of 2 . 3 mil l ion tons to Phoenix and 
2 . 5 million tons moving from Pho enix . At Mattie , the 
line splits , connecting with the Barstow- Belen portion 
of the California - Chicago route at Cadiz , Calif . , on 
the west, and Williams Junctio n, Ariz., on the east . 
Traffic density between Mattie and Cadiz totaled less 
than 2 . 0 million gross tons for both directions , while 
between Ma t tie and Williams J unction density was 1 . 8 
million tons westbound and 1 . 5 million tons eastbound . 
A line between Belen and El Paso handled 1 . 5 to 2 . 2 
million tons southbound and 1 . 2 to 2 . 0 million tons 
northbound in 1965 . At Clovis , a line runs south to 
Pecos, Tex . , through Carlsbad . This line carried 6 . 6 
million tons northbound and 2 . 1 million tons southbound , 
with most of the tonnage northbound moving out of the 
potash mining area near Carlsbad . 

Densities on various other route segments were as 
follows : Between Winfield Junction and Newton, Kans . , 
through Wichita and Mulvane , 3 . 4 to 3 . 6 million gross 
tons from Newton to Winfield Junction and from 2 . 2 to 
2 . 6 million in the opposite directionj from Kiowa, 
Ka ns ., to Guthrie Okla . , 1 . 2 million gross tons east ­
bound ( to Guthrie ), and 0 . 7 million westbound j between 
Chanute and Winfield Junction and between Wellington 
and Winfield J unction, 1 . 7 million tons ove r each 
segment in each direction j betwee n Chanute and Ottowa , 
Kans . , . 9 million tons southbound and 1 . 0 million tons 
northboundj and between Holiday, Kans ., and Emporia , 
Kans . , 1 . 3 million tons eastbound and 1 . 4 million tons 
westbound . Remaining lines of the Santa Fe , not here 
discussed , handled less than 1 . 0 million gross tons in 
either direction in 1965. 

As seen , Santa Fe ' s most heavily utilized freight 
routes are : the California - Chicago route via the 
Amarillo line j the Clovis - Carlsbad linej and the routes 

. from Farwell and Winfield Junction to the Gulf Coast . 
These routes connect most of Santa Fe's major traffic 
interchange, origin and destination points which will be 
next discussed . 

Origin and destination points shown in Santa Fe ' s 
evidence are classified as the 30 most important points 
in 1965 for each of the following classes of traffic : 
local originations , local destinations , interline 
originations and interline destinations . The discussion 
of the interchange evidence here will be restricted to 
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those points at which Santa Fe interchanged 500 or more 
cars with any one carrier which was an active participant 
in these proceedingsJ unless otherwise noted . Adjust ­
ments have been made to reflect unifications of 
carriers . Active participants and their affiliates are 
s hown specifically in the interchange tables . Eastern 
and Southern District class I line - haul carriers are 
shown aggregated for their respective districts J unless 
otherwise noted . Remaining carriers are grouped in 
tota l s for "all Others . " In keeping with the prior 
descriptions of Santa Fe ' s routes and freight traffic 
densityJ the originJ destination and interchange points 
will be discussed from west to east J beginning with 
CaliforniaJ for which major interchanges are shown in the 
following table : 

Table 73 

SANTA FE MAJOR I NTERCHANGES I N CALIFORNIA 

AT&SF Connecting Carloads 
Station Carrier Delivered Received Total 

Los Angeles - Barstow 
Area : 

Los Ange les * SP l7J462 l4J 902 32J364 
UP 795 3J 592 4J387 

San Bernardino SP 1 J l58 309 lJ467 
UP lJ713 5J767 7 J 48o 

Barstow UP 6J ~6o 32 ~ 642 ~ti z 202 
Total 27 J 88 57J 212 J 900 

San Francisco - Stockton 
Area : 

San Francisco** SP+ 3J 035 9J 032 l2J067 
WP+ lJ 367 746 2J ll3 

Stockton SP l3 J l98 20 J 927 34J l25 
WP+ 32J 969 32J l40 65Jl09 

All Others 1 ~ 162 3 z 00~ 4zl62 
Total 51 J73l 65J84 ll7J579 

Othe r California 
Points : 
Bakersfield SP+ 6J 720 4J 559 ll J 279 
Fresno SP lJ228 862 2J 090 
Mojave SP 381 358 739 
San Diego SP 1 ~ ~16 7ln 2 ~ 231 

Total 9J 45 6J 49- l6J339 

Grand Total 89J264 l29J 554 218J818 

*Includes AnaheimJ Col tonJ Long BeachJ L. A. HarborJ 
Riverside and Santa Ana J Calif . 
**I ncludes Oakland J Pi ttsburgJ Port Chicago J Richmond 
and Ti buronJ Calif . 
+Includes subsidiaries . 
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Santa Fe ' s major connection for traffic inter ­
a nged in California is Southern Pacific, with which 

connects at many points throughout the State , south 
o:~ and including the San Francisco Bay area . The 

rgest amounts of traffic movi ng between the two 
c arriers are interchanged at Stockton (34, 125 cars ); 

an Francisco including the points shown in Table 73 
ove ( l2 , 067 J; Bakersfield ( 11 , 279); and Los Angeles , 

lso i n cluding other points named in Table 73 ( 32, 364 ) . 
os t of the cars interchanged with Southern Pacific at 

e foregoing points originated or terminated on Santa 
Fe . 

Barstow is the principal interchange point in 
a lifornia between Santa Fe and Union Pacific . This was 
ot ed earlier in the discussions of the latter ' s 1963 
nt erchange data ( Table 30 ), which showed 31 , 513 cars 
nterchanged , of which 24 , 994 cars were delivered to 
h e Santa Fe by Union Pacific . Nearl y 21 , 000 of the 

cars delivered by Union Pacific were overhead to that 
~arrier . Based on Santa Fe ' s 1965 evidence , a total of 
j9, 202 cars were interchanged at Barstow, of which 32, 642 
ere delivered to Santa Fe by Union Pacific including 

31 , 368 cars termi nated on Santa Fe lines . During 1965, 
Santa Fe received 51 , 334 carloads of interline 
t erminated traffic from Union Pacific at all system 
g ateways , and of this amount , 28, 732 cars carried 
Products of Mines (based on the old commodity code 
c lass i ficat i on ) . 

I t is apparent that the Barstow intercha nge accounts 
f or approximately 60 percent of the traffic delive red 
b y Union Pac ific to and terminated on, the Santa Fe . 
Further, much if not most of this traffic consisted of 
Products of Mines and moved as bridge t raffi c over the 
Uni on Pacific . 

Santa Fe ' s principal inte rchange with Western 
Pacific i~ ~t Stbckton~ whefe : 65,10 9 car s we~e int~r~ 
chahg~d : in 1965, with deliveri es and receipts of cars 
nearly equal (Table 73 ). As described later, Stockton 
is Western Pacific ' s southern gateway for traffic moving 
via the Bieber , Calif . , gateway in conjunction with the 
Great Northern on the north and the Santa Fe on the 
south . Offue 65 , 109 cars interchanged with Western 
Pacific , 20 , 656 originated and 29, 898 terminated on the 
Santa Fe , and in each case , roughly two - thirds of the 
traffic consisted of "manufactures and Miscellaneous " 
commodities . 

Several points in California are among the most 
important origin and destinatio n points on the Santa Fe 
system . Table 74, below, shows the data for points in 
California . For purposes of thi s d i scussion , individual 
stations in the San Francisco and Los Angeles areas 
have been aggregated, as noted . 
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Table 74 

MAJOR SANTA FE ORIGIN AND DESTINATION POINTS 
I N CALIFORNIA 

Carloads 
Local Interline AT&SF 

Stations Originations Terminations Originations Terminations 

San Francisco* 5, 708 6; 395 13 , 034 41,060 Los Angeles** 24, 652 78, 886 22, 732 186,205 
Cushenberry 8,134 XX XX XX 
Boron 6, 596 XX XX XX 
Blythe 3,742 XX XX XX 
Fresno XX 4, 140 3, 542 4, 542 
San Diego*** XX 8, 445 XX 12, 221 
Shafter XX XX 4, 947 
Wasco XX XX 3, 082 

*Includes Antioch, Oakland and Richmond . 
**Includes Kaiser, Fi co Rivera , Fullerton, Torrance , 

Long Beach and El Segundo . 
***Includes National City . . 

11:XX 11 indicates that traffic , if any, was insufficient 
to categorize the corresponding station as one of the 
30 most important points for the class of traffic 
named in column heading . 

I t is apparent from Table 74 that the Los Ange l es 
area by far is the largest source of originated traffic 
and the most important point of destination on the 
Santa Fe in California; that the San Francisco Bay area, 
in terms of e i ther originations or terminations , is a 
distant second ; and that Santa Fe 1 s California traffic 
is made up mainly of that which it e i ther originates or 
terminates . 

I n Arizona , Phoenix was the only major point of 
interchange for Santa Fe in 1965 . At Phoenix, 2, 339 
cars were del i vered to , and 327 cars received from 
Southern Pacific . Phoenix (including Glendale ) is also 
a major traffic origin and destination point . Origina ­
tions in 1965 consisted of 5, 384 cars of interline 
traffic , and terminations totaled 20,479 cars including 
10,591 local to Santa Fe . 

In New Mexico only one point, Deming, is a major 
interchange : Santa Fe delivered 7,117 cars to Southern 
Pacific (including 4,654 originated on Santa Fe ) and 
received 4, 396 from Southern Pacific (including 2, 613 
cars overhead to Santa Fe ) . From a traff i c standpoint , 
New Mexico is important to Santa Fe for originations of 
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t raffic, p rimarily potash from the mining region near 
Carlsbad, located on the Clovis -Pecos , Tex . line . 
Carlsbad ranked first among Santa Fe 1 s 30 most important 
ori gin points for interline traffic (53,796 cars ) and 
third among the 30 largest local traffic origin points 
(20, 657 cars ). Zuni and Gallup, N. Mex . near the 
Ar izona border, were the origin points for 4,409 cars 
of interline traffic and 17, 808 cars of loca l traffic , 
respectively, in 1965 . Koehler in northern New 
Mexi co was the origin of 5, 273 cars of local traffic . 
Albuqu erque was the only major destination point for 
traffic in the State (10, 417 interline and 5,339 local 
cars ) . 

For the reas ons apparen t i n the discussion which 
follows , Texas is divided into western a nd eastern 
sections , with the dividing line running straight south , 
from and including the eastern borde r of the Panhand l e , . 
to the Rio Grande River . Four majo r interchang e 
points lie within the western section : El Paso , 
Amarillo , Floydada and Sweetwater . At El Paso , Santa 
Fe interchanged with Southern Pacific 4, 236 cars and 
wi th Texas & Pacific 748 cars in 1965 . Santa Fe 
received 6, 478 cars fro m the Rock I s l a nd a nd de livered 
2, 989 cars to Rock I sland at Amari llo , and comparable 
figures for Fort Worth & Denver we r e 4,731 cars 
received and 681 cars delivered . I n each case , the 
bulk of the traffic originated or terminated on Santa 
Fe . Floydada is a major interchange point with the 
Quanah, Acme & Pacific Railway Company ( Quanah or QAP ), 
a subsidiary of Frisco . Santa Fe received 29, 250 cars 
from Quanah, of which 26,704 terminated on line, and 
delivered 7,438 cars to Quanah of which 6,753 
originated on Santa Fe . Santa Fe interchang ed 12,842 
cars with Texas & Pacific at Sweetwater (6, 364 cars to 
T&P and 6, 478 f rom T&P) and nearly 90 percent of this 
traffic originated or terminated on Santa Fe . 

Interchang es in the eastern sectio n o f Texas are 
shown below in Table 75 : 
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Table 72 

MAJOR SANTA FE INTERCHANGES I N EASTERN TEXAS 

AT&SF Connecting Carloads 
Station Carrier Delivered Received Total 
Bay City MP 5,198 21 5, 219 

SP 37 8 45 
Total 5, 235 29 5,264 

Beaumont KCS 11 , 796 l , 983 13,779 
MP 5, 371 1, 619 6, 990 
SP 2 ~ 687 4l 667 10 ~ 324 
Total 22 , 854 8, 269 31, 123 

Dalla s -Fort Worth RI 968 3, 154 4,122 
FW&D 1, 098 683 1,781 
KCS (Dallas 

only) 9, 978 5, 933 15, 911 
MKT l , 934 1,767 3 , 701 
MP (Ft . Worth 

only ) 2, 680 2, 056 4, 736 
T&P 16,384 6, 830 23 , 214 
SLSF 1,599 2, 687 4, 286 
SLSW 8, 030 4; 279 12,309 
SP 8 ~ 277 2zl72 13 ~ 449 
Total 51 , 885 32, 767 84,652 

Houston RI 4 14 18 
FW&D 3 81 84 
MKT 652 82 734 
MP 4, 634 1, 012 5, 646 
SP 2 ~ 691 1,193 3z884 
Total 7, 984 2, 382 10,366 

Longview MP 66 620 686 
T&P 1 ~ 644 2 ~ 223 3 ~ 867 
Total 1,710 2, 843 4,553 

Paris SLSF 365 180 545 
SP 63 63 
T&P 23 138 161 
Total 451 318 769 

Conroe MP 937 206 1,143 
Farmersville KCS 2, 211 424 2, 635 
Gainesville MKT 837 175 1, 021 
McGregor SLSW 1,361 1,514 2,875 
Milano MP 5, 422 3,786 9, 208 
Temple MKT 580 1,810 2, 390 
Five points * SP l0z762 4z49tt lttz264 

Total 22 , 113 12, 41 3 J 536 

*Includes Caldwell, Cleveland , Eagle Lake , Rosenberg and 
Tenaha . 
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Although there are numerous Santa Fe interchange 
points in eastern Texas ) only Beaumont ) Houston) Dallas 
and Fort Worth had interchange totals in excess of 
10) 000 cars each . It is apparent generally from Table 
75 that the largest individual interchanges in eastern 
Texas are those with carriers which form end - to - end 
connections with Santa Fe and which have lines extend ­
ing to the Mississippi River . 

At Bay City) 5) 198 out of 5) 219 cars interchanged 
with MoPac originated on Santa Fe . Traffic originated 
or terminated on Santa Fe clearly dominates the inter ­
changes at Bay City) Beaumont ) Dallas ) Fort Worth ) 
Houston) Milano and Tenaha ) among poi nts shown in Table 
75 . The remaining points shown were not included in 
Santa Fe ' s evidence covering the classes of traffic 
interchanged at specific points . 

Throughout Texas and in terms of total volume 
interchanged therein at the points above discussed ) the 
carriers interchanging the most traffic with Santa Fe 
were the MoPac - Texas & Pacific system) over 74) 000 cars ; 
the Southern Pacific - Cotton Belt system) over 62 ) 000 ; 
the Frisco - Quanah system) over 42 )000; and the Kansas 
City Southern- L&A system) over 32 ) 000 . 

Table 76) which follows ) shows the importance of 
Texas points to Santa Fe as traffic origins and 
destinations . 

Table 76 

MAJ OR SANTA FE ORI GI N AND DESTINATION POI NTS I N TEXAS 

Carloads 
Local Interline 

Worth* 

Originations Terminations 
7) 584 50 )012 

15) 476 19) 835 

Origi~atio~s Terminations 
4) 596 9) 192 
7, 956 18, 134 

6) 079 7) 820 3) 081 4, 608 
11) 798 17) 548 7, 348 7, 985 

5 ) 063 9) 707 XX 4, 578 
nview 
points** 

4) 279 4) 071 
10)706 47)006 

XX 5, 308 
19, 276 XX 

*I ncludes N. Fort Worth . 
** Eagle Lake , Borger, Galveston, Beaumont , Hereford, Silsbee , 
Evadale , Kings Mill and Longview . 

NOTE : 11 xx 11 indicates that traffic , if any, was insufficient 
to categorize the corresponding station or stations among the 
30 most important points for the class of traffic named in 
column heading . 
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In Loui siana , onl y two stations , DeRidder and 
Oakdale ( the easternmost Santa Fe point south of Kansas 
Ci ty ), a r e ma j or interchange points . At DeRidder 595 
cars were interchanged in 1965 with the Kansas Ci ty 
Southern, and 104 cars were interchanged with Southern 
Pacific . Mo Pac interchanged 1 , 956 cars with Santa Fe 
at Oakdale . No ma j or origin or dest ination points were 
listed for Louisiana in Santa Fe ' s 1965 data . 

There are e i ght points in Oklahoma at which Santa 
Fe interchanged at least 500 cars with one carrier in 
1965 . The points and the connecting class I line - haul 
carriers with their respective Santa Fe interchange 
totals are : Avard - Fri sco , 2 , 186 cars ; Enid - Rock I sland, 
540 and - Frisco , 458; Oklahoma City- Rock I sland , 4 , 884, 
- Katy, 542 and - Frisco , 1 , 755 ; Perry-Frisco , 2 , 369 · 
Sha wnee - Rock I sland , 1 , 098 ; Tupelo - MoPac , 2 , 296 ; 
Woodward - Katy, 1 , 575; and Tulsa - Ka ty, 209 - MoPac , 542, 
and - Frisco 691 . Santa Fe ' s evidence shows that the 
majority of cars interchanged at OklRhoma City either 
originated or terminated on Santa Fe : such information 
i s not of record for the other named points . 

At Enid , local traffic originated totaled 9 , 840 
cars ; local terminated , 12, 374 ; and interline 
ori ginated 4 , 322 . Oklahoma City was the orig n for 
4 , 157 interline cars and the destinat i on for 11 , 381 
interline and 11 , 177 local cars . Also in Oklahoma , 
Crusher was the origin of 5 , 393 cars of local traffic 
a nd Ponca Ci ty was the origin of 4 , 191 interline cars . 

Three points in Colorado are major Santa Fe 
inte r changes : Denver, Pueblo and Trinidad . Santa Fe ' s 
total 1965 interchanges at these points by carrier 
( i . e . , active participants to these proceedings) , 
were : Ri o Grande - 25, 571 cars , Burlington- 10, 027 , 
Col o r ado & Southern- 4 , 298, Union Pacifi c - 9 , 896, MoPac -
1 , 579 , and Rock Island - 241 . Of the traffic interchanged 
at Denver a nd Pueblo , t raffic originated or terminated 
on Santa Fe exceeded the amount moving overhead on its 
lines . At Rocky Ford , Colo . , Santa Fe terminated 4 , 887 
cars of local traffic . Denver was the origin point 
for 4 , 003 cars of local traffic and the destination for 
5 , 792 local and 5 , 422 i nterline carloads . 

Table 77 , which follows , shows major Santa Fe 
interchanges in Kansas , west of Kansas City and Atchison, 
Kans .: 
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Table 77 

MAJOR SANTA FE I NTERCHANGES I N KANSAS WEST OF 
ATCHISON AND KANSAS CITY 

AT&SF Connecting Carloads 
Station Carrier Delivered Received Total 
Arkansas City MP 107 1, 387 1,494 

SLSF 51 5 97 612 
Chanute MKT 789 1, 419 2, 208 
Cherryvale SLSF 4, 740 1, 586 6, 326 
Coffeyville MKT 124 224 348 

MP 2, 152 2,117 4, 269 
Fredonia MP I 1 -- 1 

SLSF 6, 024 796 6, 820 
Independence MP 1, 606 1, 436 3, 042 
Pittsburg KCS 982 723 1,705 

MP 56 2 58 
SLSF 12 255 267 

Topeka RI 527 88 615 
MP 28 23 51 
UP 1, 536 286 1, 822 

Five points* RI 526 498 1, 024 
MP 938 492 1, 430 
SLSF 833 1, 556 2, 389 

*Burrton, Olathe, Osborne , Wellington and Wi chita . 
At each point Santa Fe interchanged over 500 , but 
less than 1, 000 cars with at least one of the named 
connecting carriers . 

The largest volume interchanges shown in Table 77 
are at Chanute , Cherryvale , Coffeyville , Fredonia and 
Independence , all points in southeastern Kansas on 
lines radiating from, and including the route between 
Ottawa , Kans . ( on the Chicago -California route) , and 
Tulsa . Practically all of the cars interchanged at 
Cherryvale and Fredonia originated or terminated on Santa 
Fe . Frisco and MoPac interchange the largest volume of 
traffic with Santa Fe in Kansas , west of Atchison and 
Kansas City . 

In the same geographic area , seven points are 
among Santa Fe's most important origin and/or destina ­
tions points . At Wichita, originations in 1965 
included 10,574 local carloads and 9, 190 interline car­
loads . Terminations included 16, 807 loca l and 6, 656 
interline . Hutchinson, Kans . , was origin for 18, 249 
carloads (9, 863 local) and destination for 19, 060 
carloads (1 5, 289 local ) . Other important local traffi c 
points were Moline (5,200 originated ) and Topeka 
(4, 999 terminated) . At Lawrence 4,994 interline cars 
originated and 4, 065 were terminated . The remaining 
Kansas points , Augusta and Olathe , originated 3, 638 and 
te r minated 3, 723 interline carloads , respectively . 
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Sup eri or is the only major interchange in 
Nebraska . Santa Fe interchanged 334 cars there with 
Burlington, 7 with MoPac , and 768 with North Western . 

The fi na l portion of the Santa Fe ' s gateways and 
origin a nd destination points to be discussed are those 
at , a nd east of the Missouri Ri ver , in Kansas , 
Missou r i and I llinois . I t is in this area only that 
the carrier connects directly or through affiliates with 
carriers which have their primary service areas east of 
the Mi ssiss i ppi River . Major gateways in the Kansas 
City a r ea are shown in Table 78 below : 

Table 78 

MAJ OR SANTA FE I NTERCHANGES - KANSAS CITY AREA GATEWAY 

AT&SF Connecting Carloads 
Station Carrier Delivered Rece i ved 
Kansas City CB&Q 20, 230 20, 542 

C&NW 6, 416 5, 735 
MILW 9, 489 15, 079 
RI 10, 849 6, 624 
KCS 2, 768 4, 032 
MKT 3, 012 3, 707 
MP 15, 981 12, 824 
SLSF 10, 927 8, 412 
UP 8, 875 10, 457 
N&W* 15, 749 31 , 238 
GM&O* 

Total 
40, 772 
12, 151 
24, 568 
17, 473 

6, 800 
6, 719 

28, 805 
19, 339 
19, 332 
46, 987 
13 , 489 7 ~ 426 6 ~ 063 

Grand Total 111 , 722 124, 713 236, 435 

St . Joseph , Mo . CB&Q 1, 516 264 1, 780 
& Atchison , Kans . RI 21 93 114 

MP . l , 164 56 1, 220 
C&NW 81 172 253 
UP 66 32 3 , 4g~ Grand Total 2, 848 - bl7 

Henrietta , Mo . N&W* 77 1, 138 1, 215 

*N&W and GM&O shown specifically to emphasize status 
as class I line - haul carriers in Eastern and Southern 
Districts , respectively . 

I n terms of volume , Kansas City ranks first among 
Santa Fe ' s major individual interchange points . As will 
be seen later, however , the carrier ' s gateways in I llinois 
together handle a substantially greater volume and 
function as direct gateways for traffic interchanged with 
Eastern District carriers . Norfolk & Western interchanges 
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the most traffic with Santa Fe at Kansas City, 46 , 987 
cars in 1965, followed by Burlington, 40, 772 , MoPac , 
28, 805 and Milwaukee , 24, 568 . North Western, Rock 
Island , Frisco and Union Pacific , among the parties, 
interchanged from 10, 000 to 20, 000 cars with Santa Fe , 
and Katy and Kansas City Southern interchanged 6 , 719 and 
6 , 800 cars , respectively . Overall , Santa Fe received 
124, 713 cars at Kansas City of which 101 , 580 terminated 
on its lines . Deliveries to connections totaled 
111 , 722 cars , of which 99 , 347 ori g inated on Santa Fe . 

Kansas City ( Missouri and Kansas ) is also an 
important Santa Fe origin and destination point . 
Originations in 1965 consisted of 7 , 296 interline car ­
loads and 21 , 044 local carloads , the second largest 
number for local originations on the system . Carload 
terminations included 8 , 950 interline cars and 27 , 572 
local cars , the third largest local termination figure 
for the system . 

Another major interchange po int in Mi ssouri is located 
east of the Kansas City area , namely , Bucklin , where 
Santa Fe received 3 , 820 cars from, and de livered 16 
cars to , the Burlington . 

The Santa Fe serves a number of gateways from Fort 
Madison, I owa to Chicago . Many of these gateways are 
located on rail lines which bypass Chicago , including 
the Toledo , Peoria and Western Railroad , jointly owned 
by Santa Fe and Penn Central . At Fo r t Madison only 
one carrier , Burlington, connects with Santa Fe and 
the total interchange in 1965 cons i sted of 1 , 390 cars . 

Da ta for Santa Fe ' s Illino i s gateways are shown 
in Table 79, which follows : 
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Table 79 

MAJOR SANTA FE I NTERCHANGES - ILLINOIS GATEWAYS 

AT&SF 
Stat i on 
Chicago - McCook-

J ol iet 

St r eator 

Peki n- Mor ton­
Eureka - Mi nonk 

Ga l esbur g 

Nemo 

Lomax 

Connecting 
Carrier 
CB&:Q 
C&EI 
C&NW 
MILW 
RI 
IC 
soo 

Delivered 
5, 198 
1, 229 
6, 294 
2, 504 

Eastern Dist . * 
Class I 
Southern Dist . ** 
Class I 
All Others 
Total 

CB&:Q 
Eastern Dist . * 
Class I 
Southern Dist . ** 
Class I 
Total 

CB&:Q 
C&NW 
RI 
I C 
TP&W 
Eastern Dist . * 
Class I 
Southern Dist . ** 
Class I 
Total 

CB&:Q 

C&NW 

TP&W 

Grand Total 

152 
3, 750 
2, 503 

98, 778 

225 
1 

120,634 

71 

4, 590 

26 
'4, 687 

3 
6 
2 

2, 827 
1, 396 

1, 947 

378 
6, 559 

440 

3, 018 

19, 558 

154, 896 

Carloads 
Received 

300 
1, 458 
6, 605 
1, 168 

97 
764 

3_,~n4 

74,872 

375 

89, 053 

71 

36, 786 

4 
36, 861 

2 
29 

6 
1, 448 

248 

453 

4, 268 

14, 149 

148, 124 

Total 
5, 498 
2,687 

12,899 
3, 672 

249 
4, 514 
5,917 

173, 650 

600 
1 

209, 687 

142 

41 , 376 

41,5ng 

5 
35 

8 
4, 275 
1,644 

3, 252 

680 
9, 899 

893 

7, 286 

33 , 707 

303 , 020 

*I nc l udes PC , N&W, C&O ( including South Shore ) - B&O, E-L, GTW, 
EJ&E, and Monon at Chicago , et al . ; PC and N&W at Streator; C&I M, 
IT, PC and N&W at Pekin, et al . 

** GM&O only . 
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Nearly 28 percent of Santa Fe 1s 1965 total inter­

line carloads were interchanged at the gateways shown 

in Table 79 . More than half of the cars interchanged 

were delivered to the named connections by Santa Fe . 

Over two - thirds of the 303 J 020 cars interchanged at the 

Illinois points named in the table were interchanged 

with class I Eastern District line - haul railroads 

0ther than the Chicago & Eastern Illinois) and the 
TP&W . The latter interchanged 35J35l cars with Santa 

Fe J mostly at Lomax . Among the carriers actively 
participating in these proceedings J North Western inter­

changed the largest number of cars ( 20 J 220 ) with Santa 

Fe in Illinois . The PekinJ MortonJ Eureka and MinonkJ 

Ill .J gateways grouped in Table 79J are all located on 

a line from Streator ( on the Chicago - California line ) 

to Pekin . 

Of the l20J 634 cars Santa Fe delivered to connec ­

tions at ChicagoJ McCook and J oliet J l04J289 originated 

on Santa Fe lines . Of the 89J 053 cars received at 

these points J 73 J 207 terminated on Santa Fe . Traffic 

originated or terminated on Santa Fe also represented 

the bulk of the carloads interchanged at StreatorJ 

Nemo and Lomax . 

The Chicago and McCook stations together were 

origin points in 1965 for 58J 975 carloads J including 

36J 998 cars of local traffic J and destination points 

for 37 J 528 carloads (31 J46o local ). ChillicotheJ I ll ., 

was origin point for 4J 972 cars of local traffic J and 

Galesburg was the origin of 4J888 interline carloads . 

Passenger Service 

Santa Fe provides passenger service daily between 

Chicago and California points via both the Amarillo 

and La Junta lines and between Chicago and Houston via 

Kansas CityJ Wichita J Oklahoma City and Fort Worth . 

Connecting passenger trains between other points and 

points on the above routes are provided between Denver 

and La J unta J Los Angeles and San DiegoJ and Kansas 

City and Tulsa . 

During 1968J Santa Fe retired 561 passenger cars 

from service . As of December 31 J 1968J the carrier 1 s 

passenger car fleet of 576 cars was comprised of 211 

coachesJ 5 combination cars J 41 parlor cars J 50 diningJ 

grill and tavern cars J 44 postal cars and 225 nonpassen­

ger carrying cars . 

Passenger service has been on the decline for 
Santa Fe since the late 1950's. . During this period J 

the number of passengers carried decreased almost 

steadily from 2 . 6 million to 1 . 5 millionJ a 42 percent 

decline . The most noticeable delcine has occurred in 

more recent years J i . e .J 37 percent from 1966 to 1968 . 
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Although there was some fluctuation , passenger - miles 
remained around 1 . 7 billion from 1959 through 1966, 
dropping 47 percent to 990 million in 1968 . 

The fo llowing exhibit has been constructed to show 
Santa Fe ' s pa ssenger deficit operations for the years 
1959- 1968 . 

Year 

1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 

Passenger Railway Net Passenger *Net Pa ssenge r Railway 
Operating Revenues 

{ooo} 
Expenses 

( ooo ~ 
Operating Deficits 

{ooo} 
$77, 944 $109, 235 $ 31 , 291 

85 , 544 123 , 189 37, 645 
87 , 332 117, 604 30, 272 
89 , 893 116, 484 89, 591 
87 , 442 120, 368 32, 926 
88, 350 121 , 534 33 , 184 
86, 352 120, 813 34, 461 
90, 053 122, 028 31, 975 ~ 
71 , 468 119, 447 47, 979 
33 , 489 76, 608 43 , 119 ) 

*Net passenger railway operati ng defic i t may be 
overstated to the extent that such items of expense 
that have been included in net passenger expenses 
would generally be d i sal l owed by the Commi ss i on 
in d i scont inuance cases . (Source : Schedule 300 
Form A). 

Employees 

The average number of employees in the Santa Fe 
work force declinm from 50 , 422 in 1959 to 37, 449 in 
1968 . As of December 31 , 1968, the work force included 
714 executive personnel, 8, 886 profess ional , cleri cal 
and general personnel, 5, 248 ma int enance of way and 
st ructure personnel, 9, 797 maintenance of equipment and 
stores pe rsonnel , 3 , 508 transportat i on personnel other 
than train engine and ya r d pe r sonnel , 457 yardmasters , 
switch tenders md host l e r s , and 8, 939 tra in and engine 
personnel . 

Motor Carrier Operations 

Santa Fe Trail , applicant i n No . MC- F- 9669 , the 
previously indicated whol l y owned subs idiary of Santa 
Fe , in turn , owns the capital&ock of another moto r 
carrier, Santa Fe Transpo r tation Compnay of Illinois , 
which i s inact i ve . Santa Fe Trail holds authority to 
operate in interstate or foreign commerce , as a moto r 
commo n carrier of property pursuant to certificates 
issued in No . MC - 30605 and vari ous subnumbe r s thereunder . 
Operations are gene rally coordinated with, and supple ­
mental of Santa Fe ' s r ail se rvices . Terminal se r vice i s 
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provided for Santa Fe ' s piggyback operations . Santa 
Fe Trail owns and rents t r a ile r s fo r this service . 

As of December 31 , 1968, Santa Fe Trail ' s 
operating mileage totaled 16,780 miles . I ts i nte r state 
authority extends between Omaha and S t . J osep h , Kansas 
City, and J oplin, Mo . , Fo r t Smi t h, Beaumont , Port 
Arthur and Ga l veston, Tex . , o n the north, east , and 
south, and San Francisco , Los Ange l es and San Diego , 
Calif . , on the west ; servi ng ove r 500 po i nts in Kansas , 
over 200 points in Oklahoma , ove r 250 points in Texas 
and over 200 points in Ca li fo rni a . I t also serves 
approximately 35 points in Co l or ado , including Denver, 
Colorado Springs and Tr inidad ; mo r e than 75 points in 
New Mexico including Santa Fe , Al bu querque , Belen , 
Clovis , Fort Sumner, Gallup , Deming and Las Cruces ; and 
more than 30 points in Arizona inc l uding Phoenix . 

Santa Fe Trail ' s unrestricted autho r ity is limi ted 
generally, to about 15 points in Neb r aska , practically 
all points served in Kansas a nd Ok l ahoma , and points 
between Denver and El Paso on U. S . Highway 85 . I t 
operates over a few short unrestri cted routes in Texas , 
New Mexico and California . 

Its long - haul operations ove r the substituted 
service routes are precluded by numerous restrictions 
consisting of the following : 

l . Key points exist at Wi chi ta a nd Hutchinso n, 
Kans . ; Amarillo , Lubbock, Galveston-Houston , 
Dallas - Fort Worth , San Angelo , and El Paso , 
Tex . ; Pueblo , Colo . ; Al buquerque -Willard , 
N . Mex . ; Winslow , Ash Fork and Aqu i lla , 
Ariz . ; and Los Ange l es , Ca li f . 

2 . A prior or subsequent moveme n t by ra i l is 
required under the motor ca r r i er certifi cate 
between San Francisco and San Diego , Ca l if . ; 
La Junta and Trinidad , Colo . ; and 
Amarillo and Longview and Houston, Tex . 

At the close of the year 1968 Santa Fe Trail owned 
4, 263 units of revenue equipment consisting of 215 
trucks , 651 truck tractors and 3, 397 semitrailers . 
There were 3, 400 units used principally in intercity 
service . The trucks and tractors it owned and rented 
and used in intercity service operated 13 , 956, 650 miles 
in intercity highway service , carried 606, 552 tons of 
revenue freight and realized $17, 744 , 317 from these 
operations . The record indicates that although Santa 
Fe Trail is predominantly an intercity carrier its 
local cartage service revenue amounted to $6, 926, 416 
for the year 1968 . 
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Santa Fe Trail ' s balance sheet as of December 31, 
1968 shows total assets ag~regating $32, 621 , 208, con­
sisting of current assets $5, 957 , 080, composed of cash 
$844 , 332, working funds $905, special deposits $539, 
temporary cash investments $2, 172, 535, accounts 
receivable $2, 319, 192, prepayments $313 , 057, material 
and supplies $304, 520 and other current assets $2, 000; 
carrier operating property less reserve for deprecia ­
tion $25, 174, 986; noncarrier property less reserve for 
depreciation $329, 428 ; intangible property less reserve 
fo r amortization $1 , 023 , 830 ; other investments and 
advances $11 , 163 · special funds $15, 000 and other 
deferred debits ~109 , 721 . Liabilities were : Current 
liabi lities $2, 163 , 179; long- term debt due within one 
~ear $3 , 319, 656 ; long- term debt due after one year 
$7 , 672 , 260 ; other deferred credi ts $16 , 047 ; insurance 
reserves $5, 000 ; capital stock $2, 200, 000 ; other capital 
surplus $36, 749 and earned surplus - unappropriated 
$17 , 208, 317 . 

I ncome statements for 1966, 1967 and 1968 show 
operating revenues of $21 , 592, 770 , $21 , 565, 087 and 
$24 , 777, 931 , net income before provision for income 
taxes of $1 , 845, 856, $1 , 937 , 623 and $3 , 040 , 685 and 
after such provision of $1, 754 , 099 , $1 , 800 , 465 and 
$2, 412, 703 , respectively . 

Financial Analysis 

Balance sheets and income statements of the Santa 
Fe for the years 1965 and 1968 are furnished below . 

The st a tements for 1965 r eflect the financial 
pos i tion of the Santa Fe at the time it entered into 
the agreement wi th the North Western , as later detailed , 
fo r purchase of the southern Rock I sland . The state ­
me nts for 1968 have been included to show Santa Fe ' s 
f inancial pos i tion as of the latest available date . 
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Table 80 

SANTA FE AND A F?ILIA TED COMPANIES 
BALANC3 SHSETS AS OF 

Current Assets 
Cash 
Temporary cash investments 
Special deposits 
Loans and notes receivable 
Traffi~ and car-service balances-Dr. Ne t balance receivable from agents and conductors 
Miscellaneous accounts receivable Interest and dividends receivable Accrued accounts receivable 
Working fund advances 
Prepayments 
Material and supplies 
Other current assets 

Total current assets 

~ecial Funds 
Sinking funds 
Capital and reserve funds 
Insurance and other funds 

Total special funds 

Investments 
Investments in affiliated companies Other investments 

Total investments 

Properties 
Road and equipment property 
~rovements on leased property 

Total transportation property . . Accrued depreciation-rd. & equip. Amortization of defense projects-rd. & equip. Recorded depreciation & amortization 
Total transportation property less depr. & amort. 

Miscellaneous physical property less depr. Total properties less depr. & amort. 

Other Assets and Deferred Charges Other assets 
Unamortized discount on long-term deb~ Other deferred charges 

Total other assets and deferred charges · 

Total Assets 

December 312 1965 

$ 22,760,543 
83,684,355 

444, 545 
27 ,ooo 

5,340,120 

8,501,979 
21, 839,261 
1,2 78' 910 

13,556,185 
407,358 
656,228 

26,417,240 
2862 783 

185,2oo 25o7 

22,096,730 

255 2500 
22 2 3~2 2 230 

43,960,036 
lz2912514 

45z2)1255o 

2,148 ,916,819 
1,779,898 

2 2 l~Oztl9ti,717 
(638,854,130) 
( 48 2119 258 7) 
(68tl 2973 2 717J 

1.!463 2723zOOO 
22 22712052 

1 2485 2994,052 

8,310,344 _ ... 
22590z915 

10z901,2S9 

$1,749,6992598 
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December 31, 1968 

$ . 10,447,094 
73, 655 ,082 

170,529 
3, 007 

2,933,894 

18,192,792 
19, 963 ,707 
1,015, 867 

28, 939,003 
457 ,772 
842,050 

27,248 ,726 
7872254 

184, 656,714 

31,207' 735 
59,586 

330,000 
3lzS97 2321 

45,639,622 
702 2299 

4tl 2341,921 

2,299,290,476 
1,649,500 

22300,939297b 
(684,808,337) 
( 392033 2471) 
(723,B4l,Bo8J 

12577z098 2168 
22 2283 2788 

1,59923812956 

7,601,651 
151,679 

32127 2288 
1028802618 

. 
$12872,858 2530 
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Table 80 - Continued 

SANTA FE AND AFFILIATED CONPANIES 
BALANCE SHEETS AS OF 

Current Liabilities 
Audited accounts and wages payable 
Miscellaneous accounts payable 
Interest matured unpaid 
Dividends matured unpaid 
Unmatured interest accrued 
Unmatured dividends declared 
Accrued accounts payable 
Federal income taxes accrued 
Other taxes accrued 
Other current liabilit ies 

Total current liabilities (exclus ive of 
long-term debt due within l year) 

Long-Term Debt Due Hithin l Year 

Long-Term Debt Due After l Year 
Funded debt unmatured 
Equipment oblif.ations 
Amounts payable to aff iliated companies 

Total long-term debt due after l year 

Reserves 
Casualty and other reserves 

Total reserves 

Other Liabilities and Deferred Credits 
Other liabilities 
Other deferred credits 
Accrued depreciation-Leased property 

Total other liabilities and deferred 
credit s 

Shareholders' Equity 
Capital stock-Common 

· -Preferred 
Total capital stock 

Capital Surplus 
Premiums and assessments on capital surplus 
Paid-in-surplus 

Tot al capital surplus 

Retained Income 
Retalned lncome-appropriated 

-unappropr i ated 
Total retained income 

Total shareholders' equity 

Total liabilities and shareholders' equity 

December 31, 1965 

$ 20,678,419 
6,198,277 

204, 875 
444, 545 

3,341,574 
12,947,213 
uo ,236,795 
5,831,119 

11,147,703 
8 , 400,234 

109 ,430, 754 

8 , 8 61~ 025 

179,017,500 
73, 884,061 

126,396 
'553,027 , 9)7 

',. 

11~533z540 
11 2 533,~40 

1,864,273 
735,176 
376,ul9 

2z975z868 

21.6 , 786,320 
12 1~, 172, goo 
3b2._,_2~~_,_12_Q 

-· 

4 , 916, 383 
3,855 

4,920,238 

41,311,230 
947z679,866 
988,991209ti 

1 2363z 870 2454 

$lz749z699,598 
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December 31, 1968 

$ 21,964,382 
6,155 ,260 

213,353 
170,529 

4,615,202 
12,979,331 
h5 ,973,361 

162,048 
12,199,543 
l7 z1l4~92 5 

12l,547z934 

23,205,550 

176, 004,500 
116,742,353 

148,184 
29~ 2 89) 2 037 

9,866 z972 
928titi 2972 

3,191,377 
85 7, 825 
432 z 913 

4z482z115 

246,875,270 
12L!,172z 790 
3n,ofie. ,oco 

-· 

6, 611,701 

ti,till,701 

5h,763 ,735 
988 , 437 , 426 

1~043,20l,1b1 

1z420 2860,922 

$1,872, 858 ,530 
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Table 81 

SANTA :!i'E AND A:<'FILIA TED C0!'1PANIES INCOHS STA TE:r-ENTS ?0~ 'IRE YEARS 

Total Operating Revenues 

Ooerating Expenses 
Haintenance of way and structures: 

Exclusive of depreciation 
Depreciation 

Haintenance of equipment: 
Exclus1ve of deprec1at1on 
Depreciation 

Traffic 
Transportation 
Miscellaneous & general 

Total operating expenses 

Net revenuef~om railway opera t ions 

5a i lway tax accruals 

Ra i l way operating income 

Rent income- Cr. 
Rent income-Dr. 

Net rents-Dr. 

Net rai l way operating income 

Total other income 

To tal income 

Tot al miscellaneous deductions 

Income available f or fixed charges 

Fixed charges 
Contingent interest (other deductions) 

Total f ixed charges & contingent interest 

Ordinary i ncome 

Total extraordinary items (net) 

Net i ncome after fixed charges and other 
deduc tions 
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1965 1968 

S65h,70h,l52 $673,374,786 

83,012,h53 97,938,453 
9 ,2lh,073 9,373,579 

%, 801,233 94,373,731 
39,876,253 hh,l00,023 
18 ,603,001 l9,0lh,827 

240,916,878 258,968 , 816 
35 2107, 61!3 

~l3,~31,)3r; 
32 2h2h,h39 

~~ti,l93/b5 

1}_, 1,172,618 117,180,918 

60,056,467 582253,861 

3121612151 58 , 927 2057 

3,460,286 3,052,h96 
11,260,837 13,882,962 
7, 8oo ,~~l) ~l0 2 83o ,[it;ti) 

73,315 2600 h8 ,096,59l 

192527 2h27 182926 2033 

922843, 027 67 2o22 262h 

l 26h9,666 12673 2885 

912193 2361 65 2348 2739 

8, 061,930 12,367,054 
12512,170 
9,~74,100 

l 2hhl,077 
13,808 2131 

81, 619,261 5125h02608 

$ 81, 619' 261 $ 51,540,608 
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Gross Railway Operating Revenues & Expenses 

As TabJ.e 82. appended to the end of this discussion 
shows . Santa Fe ' s railway operating revenues of $633 .8 
million in 1959 declined to a low of $604 . 5 million in 
1961. increased steadily in the next five year period 
(1962-1966). and reached an all time high of $704 . 6 
million in 1966 . As a result of the government ' s 
reduced grain export program. a nationwide "Railroad 
Shop Craft s " work stoppage . prolonged strikes in the 
automobile . copper and other industries and the effects 
of the production lag in the general economy. Santa 
Fe ' s revenues from railway operations declined more 
that $41 million in 196~ and it reported total revenues 
of $663 . 5 million for that year . However. comparing 
its total railway operating revenues for 1967 to the 
revenue s it reported in previous years . it is evident 
that 1967 was its second best year of the nine year . 
period 1959-1967 . In 1968 it reported total railway 
operating revenues of $673 .4 million. an increase of some 
$9 . 9 million over 196~ and the record indicates that 
such increased operating revenues resulted from improve ­
ments in service and aggressive solicitation of traffic . 

Table 82 shows that Santa Fe ' s railway operating 
expenses increased from $477 . 5 million in 1959 to 
$556 . 2 million in 1968 . In the five years from 1964 
to 1968. the record discloses that Santa Fe' s railway 
operating expenses were increased substantially due to 
industry wide wage increases and the inflationary 
tre nd in material costs . 

Santa Fe ' s o~erating ratio for the five year 
period (1964-1968) averaged 80 percent . which is above 
the Western District ' s average of 77 . 8 percent for the 
same period . I t i s also noted that the operating ratio 
for the class I railroads in the Western District for 
1968 was a favorable 78 . 7 percent . whereas. Santa Fe ' s 
ope rating ratio for 1968 was 82 . 6 percent . the highest 
it has reported in the last decade (1959-1968) . 

Net Railway Operating I ncome & Net Income 

Santa Fe ' s railway operations for the five year 
period from 1959 to 1963 produced net railway operating 
income which began and ended the period at about the 
same figure . $59 . 5- $59 . 6 million . In between those 
years . net railway operating income fluctuated 
radically from $43 . 7 million in 1960 to $61 . 1 million 
in 1962 . 

For the five year period from 1964 to 1968 with 
the increase in business activity. net railway operating 
income increased to $65 .1 million in 1964 and to an all 

- 264 -



F . D. No . 22688 

time high of $78 . 8 million in 1966 . However , as a 

result of the adverse conditions previously discussed , 

1967 net railway operating income declined 35 . 6 percent 

below the record high of 1966 . Net railway operating 

income for 1968 declined 5 . 2 percent below 1967 . 

For the entire 10 year period (1959- 1968 ) an 

average of 22 .3 percent of Santa Fe ' s income available 

for fixed charges was derived from nonrailway operations 

( Form A Annual Reports) . Also , after giving considera ­

tion to the fluctuating financial results of Santa 

Fe's railway operations over the last decade , it has 

realized profitable railway operations throughout the 

entire period . 
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Table 82 

SANTA FE AND AFFILIATED COMPANJH'....S NET JNCOMS T~lE ~·JD 1959-1968 

Net Income Afte r Total Railway Total Railway Net I!ailway Income Available Fixed Charges And Operat i ng Revenues Operating Expenses Operating Income For Fixed Charges Other Deductions Year (000 ) (000 ) (000 ) (000) (000 ) -

1959 $633 ,836 $477, 52 7 ~59 , 55 7 M4, 051 ~65 , 786 
1960 614, 017 482 , 070 43 , 744 59 , 6lh 51 , 597 
1961 604 ,524 466,749 49 ,116 63 ,182 54, 850 

N 1962 612,320 
0'\ 

484,750 61,172 79 ,160 70 , 692 
0'\ 

1963 616,080 496 ,343 59 , 667 75, 538 67, 500 

1964 637 ' 772 511, 978 65 , 179 84,159 75' 780 
1965 654, 704 513, 532 73,316 91, 193 81, 619 
1966 704, 662 542 ,141 78, 883 96, 880 84, 751 

1967 663 , 494 544 , 852 50, 750 67, 829 53 , 585 
1968 673,375 556,194 48 , 097 65 , 3! ~9 51, 5H 
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Working Capital 

Table 83 , which follows , discloses that for the 10 
year period 1959- 1968, Santa Fe showed an average 
monthly working capital requirement of some $38 . 4 
million . Its average current assets exceeded average 
current liabilities for the same period by approximately 
$77 .6 million , and current assets were never less than 
1 . 5 times the amount of current l i abilities . Thus, the 
Santa Fe has enjoyed a very favorable working capital 
position which has historically exceeded its working 
capital needs . 

On this basis Santa Fe has had sufficient funds 
available for conducting orderly operations and the 
excess of these funds has been available to improve its 
service , to continue to perform necessary maintenance 
and for any other corporate needs designated by management . 
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Tabl e 82_ 

SANTA FE AND AFFILIATED COHPANIES 1lXm.KING CAPI'l'AL 1959-1968 

To tal Operating :t•Jonthly .Average 

Total Cur rent Total Curr en t 1rJorki ng Expenses Less 1.'orking Capital 

Asse t s Liatili ties Capital Depreciation Requirement "1-iorking 

Year (000 ) (000 ) (000 ) __ i !JOO ) (000) CaEital Ratio 

1959 $224, 468 $ 97 , 497 ~126 , 971 $440 ,392 $36 , 699 2.3 

1960 164 ,033 93, h8 7 70, 546 4L,2 , 912 36, 909 1. 8 

N 1961 175,559 106, 416 69 ,143 425 ,215 35 , 435 1. 6 
0'\ 
00 

1962 183, 182 96, 749 86 , 433 441, 864 36 , 822 1.9 

1963 171, 739 101, 519 70,220 451, 930 37, 661 1. 7 

1964 192 , 18 7 106 , 489 R5 , 698 465 , 299 38 , 775 1. 8 

1965 185, 201 109, Li31 75 ' 770 464 , 442 38 , 704 1.7 

1966 201 ,834 125 , 432 76 , !,02 48 r' ' 952 40 , 746 1. 6 

1967 171 , 716 110,130 61, 586 490 , 257 L!0 , 855 1. 6 

1968 184, 657 121, 5!18 63,109 502 ,720 H ,893 1. 5 
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Rat e of Return 

Santa Fe ' s management has maintained a vigorous 
p rogram of capital expenditures for property, e quip ­
ment and service improvements . As a result of these 
expenditures it has managed to operate more efficiently 
and economi cally . Those factors have contributed to a 
rate of return on net investment in transportation 
property which has been above the average for the 
Western District railroads . 

Table 84 ( immediately following ), has been 
constructed to show Santa Fe' s return on net invest ­
ment in transportation property, for the period 1959-
1968 . In 1965 and 1966 its rate of return reached a 
high of 4. 85 percent which was highe r than the 3 . 85 
percent and 3 .93 percent computed for the Western 
District for the respective years . In 1968 Santa Fe ' s 
rate of return was 2. 98 percent , the lowest it had 
realized from its operations in the entire 10 year 
period considered . However , its average rate of 
return for the 10 year period (1959-1968) was 4 . 10 per­
cent , which was comparatively higher than the average 
3 . 25 percent computed for the Western Di strict from 
1959-1967 (1968 not available ). 
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Tabl e % 

SA:-J~'.h. FE Ai\D A:.7:-:.LIA TED CC!·:PAt~:i~S fu, .:'E 0~~ HETC"::N c ;~ ~; ~;T J.K'l8STl'l.E!\ T 
IN TRASSPORTA TICN ProJPE:tTY 1959- 1968 

lnvestmen:. In Depreciation & Net ~IJet Ry . Opr . Percent Percent 
Proper ty , Cash & N&S Arnortiza t i on Investment Income Santa Fe 1·:es tern Dis t rict 

Year (000 ) (000 ) (000 ) __ (000) 
-

1959 ~;1, 950 , 902 ~574 , 904 ~1,375 , 998 $59, 557 4 . 33 3 . 08 

1960 2 , 029 , 949 598 , 6oh l, 431,3L5 43 , 7L4 3 . 06 2. 59 

1961 2, 057, 679 619, 374 1, 438 , 305 L9 ,n c 3 . ~~l 2. 77 

N 1962 2 , o5; , 816 636, 633 l , L·l 5 ,183 61, 172 4 . 31 3 . 27 
-...) 

0 

1963 2 , 09L , 068 653 , 821.! l, 1·40 , 21J4 59 , 667 4 . 14 3 . 60 

1964 2, 166, 721 676, 132 l, L90 , 5f9 65 , 179 4. 37 3 -43 

1965 2 ,199 , 100 68 7, 244 1 , 511, 1356 73 , 316 4 . 85 3 . 85 

1966 2 , 3L8, 66o 721,362 1 , 62 7, 298 78 , 811 3 L.85 3 · 93 

1967 2, 377,763 756, 635 1 , 621,120 50, 750 3. 13 2 . 73 

1968 2 , 337 , 869 724, 146 l , bl3 , 723 48 , 097 2 . 98 NA 

NA - Not available . 
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Long Term Debt 

Santa Fe ' s total long term debt ( including 
amounts due and payable within one year ) averaged 
$246 million annually for the 10 year period 1959- 1968 . 
It s lon~ -term debt due within one year ranged from a 
low of $5 . 5 millio n in 1959 to a high of mo re than $23 
million in 1968 and the average for the entire period 
was $11 . 8 million . 

Table 82 representing Santa Fe ' s net income trend , 
discloses that its operations have historically bee n 
profitable and its average annual earnings for the 10 
year period was almost $66 million . I t has had more 
than sufficient funds available to service its equip ­
ment obligations and other debt due within one year 
without resorting to the use of funds generated by 
charges to depreciation . 

As a result of the foregoing , the excess funds 
have been available for other corporate needs and the 
record has indicated that Santa Fe has been selective 
in its arrangements for financing its capital 
expenditures program . 

Fixed Charges & Contingent Interest 

For the 10 year period 1959-1968, Santa Fe ' s 
fixed charges and contingent interest aggregated 
$102 .2 million or an average of $10 . 2 million annually . 
Table 82 shows that it has historically realized a 
sufficient amount of net income from railway opera ­
tions alone to meet fixed charges without depending on 
earnings generated from nontransportation activities . 
The combined incomes from railway o~erations and 
nontransportation operations total $756 . 9 mi llion for 
the entire 10 year period or an average of $75 . 6 
million annually . On this basis its total average 
annual income available for fixed charges was 7 . 5 
t i mes larger than total average annual fixed charges 
for the period considered . 

Taxes 

Santa Fe's transporta t ion and nontransportation 
operations have b een conducted on a profitable basis 
for the 10 year period 1959 to 1968 . As a result of 
these profitable operations it has , in that period of 
time , accrued substantial amounts of Federal income 
taxes . The following Table 85 has been included to 
show the total amount of Federal and State taxes that 
the Santa Fe has accrued from 1959 to 1968 . 
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1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 

F . D. No . 22688 

It is noted , however , that any increases or 
decreases in Federal income tax accruals beg nning n 
1962 can be attributed principally to : (A) decl ne in 
taxable income , (B ) changes in the tax rate, (C) revision 
of Treasury Department' s depreciation guideline rules 
and (D) investment tax credit . 

Table 82 

RAILWAY TAX ACCRUALS 

Federal All Other 
State Taxe s I ncome Taxes Federal Taxes Total 

(ooo } (ooo} (ooo} {ooo} 
$24,404 $39, 788 $22, 919 $87,111 

24 , 740 28,454 24,855 78 , 049 
24, 347 31 , 026 22 , 910 78, 283 
24,603 10, 721 24,205 59, 529 
23 , 796 7, 471 24,147 55,414 
23 , 766 5, 735 24 , 934 54, 435 
24, 631 9, 714 25 , 711 60 ,056 
23 , 827 21 , 997 29, 050 74 , 874 
26, 913 3,401 31 , 490 61 , 804 
26,901 ( 1, 485 ) 32, 837 58,253 

Debt Eguit;y 

An analysis of Santa Fe ' s balance sheets for the 10 
year period from 1959 to 1968, disc loses that its ratio 
of total long- te rm debt to total long- term debt and 
shareholde r s ' equ i ty never exceeded 19 . 2 percent and 
averaged only 15 . 2 percent over the entire period . 

Also , based on a computation which includes Santa 
Fe ' s tota l debt as of December 31 , 1968, the carrier 
had a favorable ratio of total debt to combined total 
debt and shareholde r s ' equity of 24 . 1 percent . 

Preliminary Findings and Conclusions 

The Santa Fe i s one of the two major carriers 
operating through the southern corridor, the Southern 
Pa cific being the other line . Santa Fe also serves 
generally the same territory served by Southern Pacific ' s 
San J oaquin Val ley r oute in California . While the 
Southern Pacific ' s routes extend through the souther n 
portions of Ari zona and New Mexico , Santa Fe ' s California ­
Chicago l ine fol l ows a more northerly route in the two 
States . Santa Fe lines virtually blanket Texas . Traffic 
moving between the western portion of the Santa Fe and 
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I t follows that the Santa Fe routes with the 
h e a viest f reight traffi c density connect the points 
descri bed in the preceding paragraph . I n short J the 
high - de n s i ty r outes are : San Francisco and Los 
Ang eles to Ch i cago via the Amarillo line and Kansas 
Ci tyJ the route with the heaviest dens i ty ( slightly 
heavier eastbound east of Clovis with westbound density 
hea vier west of Clovis ); Clovis - Carlsbad ( northbound ); 
Ka n sas City-Oklahoma Ci~y-Fort Worth and Dallas -Houston­
Galveston and Beaumont ; and Farwell - Fort Worth and 
Houston . Traffic density toward Gulf poi nts exceeds the 
density away from them on the described routes to Texas . 

Santa Fe has invested substantial amounts of mo ney 
i n modern rolling stock and fixed facilities . There has 
been a net increase in the number of freight cars and 
the i r aggregate capacity over the 1959- 1968 period . 
The record shows that for the last five years ( 1964-
1968) expenditures for equipment alone totaled some 
$474 . 5 million . Its return on net investment in 
transportation property h a s been above the average 
shown for the railroads in the Western District . 

Santa Fe 1s operations over the 1959- 1968 period 
h ave resulted in erratic decreases and increases in net 
income especially for the first eight years of the 
considered period ( 1959- 1966 ) followed by a sharp 
downward trend in the last two years ( 1 967 and 1968 ) . 
However ) regardless of these fluctuations ) its earnings 
have historically been good . It has consistently shown 
a working capital position which has been more than 
adequate for orderly operations . I ts earnings have 
also been more than adequate to service its long - term 
debt due wi thin one yearJ meet its fixed charges and 
maintain a favorable debt- equity ratio . 

Santa Fe is a financially sound carrier and it has 
paid dividends on its preferred and common stock in 
each year f r om 1959 to l968J inclusive . Dividend 
payments to stockholde r s during the decade averaged more 
than $43 mi ll i on a nnually . In 1968 divi dends on preferred 
and common stock amounted to $45 J 698J 400 . 
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RIO GRANDE 

Corporate History, Subsidiaries and Affiliates 

The Rio Grande , incorporated in Delaware on 
November 15, 1920, mainta ins i ts principa l offices in 
Denver . The history of the Ri o Gra nde in its early 
operations as a hauler of principally local traffic and 
later as a significant participant in the transportat i on 
of tra nscontinental traffic through the central 
corridor is described in detail in the supplemental 
report in the Central Pacific case . In s hort , follow ­
ing various constructions and acquisitions of control13 
which resulted i n substantial shortening of Rio Grande 1 s 
lines , and the termination of a 12- year p eri od of 
t rusteeship ( 1935- 1947 ) when i t emerged in the best 
physical and financial condition in its history , the 
Rio Grande began deriving a substantial portion of its 
traffi c and revenues from transcontinental traffic . 

The d i stribution of Rio Grande capi tal stock i s 
here significant only to the extent of ownership of such 
stock by other railroads . As of Dec ember 31 , 1968, Rio 
Grande was authorized to i ssue 8 , 000, 000 shares of 
common capital stock, without par value , of which 
6 , 469, 440 shares were issued and outstanding . The 
largest single ~ockholder of the outstanding shares was 
Spokan e Internat i onal Railroad ( the Union Pacifi~ 
subsidiary ) holding 600 , 750 shares or 9 . 28 percent . 
Also , St . Loui s & Ka nsas Cit~ Land Co , ( a wholly owned 
subs i diary of the Burlington ) held 223 , 480 shares or 
3 . 45 pe rcent . 

Scope of Operat i o n s , Plan t a nd Equipme nt 

As of December 31 , 1968, the Rio Grande operated 
2 , 153 miles of r oad in three States as follows : 1 , 409 
mi les in Co l orado , 99 miles in New Mexico and 645 miles 
in Utah . Of the total miles of road , 830 mi l es were 
b r anch l ine , 45 mi les were operated under t ra ckage 
rights , a nd 268 miles were narrow gauge track . 

The Rio Grande 1 s principal line runs f r om Denve r 
to Ogden through East Portal , Winter Park ( the Mof f at 
Tunnel Route ) and Dotsero , Colo ., also thr ough Co lorado 
Springs , Pueblo , and Sa lida , Colo ., to Dotsero ( the 
Royal Gorge Route ); Grande J u nc t i on , Colo . , Provo and 

43 Prop osed Construction by De nver & S . L . W. R , Co ., 154 
I . C. C . 51 , a nd De nver & S . L . Ry , Co , Control , 170 I . C . C. 4 
( 1 930 ) a nd 175 I . C . C , 542 ( 1931 ). 
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Salt Lake CityJ Utah . The line also extends from 

Pueblo to Creede and SilvertonJ Colo . J and Farmington) 

N. Mex . J through Walsenburg and Alamosa J Colo . J and 

from Walsenburg to Trinidad . 

At the close of 1968J Rio Grande utilized 12J244 

freight - train cars of all types J 229 diesel locomotives 

and 20 steam locomotives . 

In addition to its railroad properties ) the Rio 

Grande wholly owns the Rio Grande Motor WayJ Inc . J whichJ 

in turnJ owns the Larson Transportation Company . The 

combined highway routes of such motor carriers parallel 

most of the line s of the Rio Grande and also some 

territory not reached by the parent railroad . 

Freight Traffic : Volume J Commodity Consist and Service Output 

Data discussed below are shown in Tables 86J 87 and 

88J which follow the discuss i on and show freight 

statistics for the period 1964- 1968 . 

During the five - year period J Rio Grande ' s freight 

revenues rose 21 . 7 percent from $73 . 6 million to 

$89 . 6 millionJ which represented a steady increase except 

for a minor decrease in 1967 (Table 86 ) . A similar 

situation existed in the case of revenue ton - miles J 

which rose 29 . 5 percent from 6 . 1 billion to 7 . 9 billion 

wi t h a sli~ht decrease in 1967 . Revenue tonnage 

i ncreased \ net ) 11 . 4 percent from 21 . 1 million to 23 . 5 

million tons ; howeverJ the 1968 tonnage was about 

137JOOO tons less than the 1967 figure J the only year­

to-year decli ne for the period . 

The 1968 carload figure of 463J088 represents a 

net 4 . 2 percent increase over the 1964 figure (Table 86 ) . 

Carloads fluctuated over the five - year period J reaching 

a 1966 high of 470 J 635 cars . The largest single portion 

of Rio Grande's carload traffic is overhead traffic 

which ranged between 41 and 43 percent of total carloads 

during the period . I n 1967 and 1968J howeverJ overhead 

traffic decreased slightly relative to total carload 

traffic . Total interline traffic constituted 81 to 83 

percent of all carloads during the period . I nterline 

originated traffic has ranged between 21 percent and the 

1968 high of 22 percent . Interline terminated traffic 

represented 17 percent of total carloads for the first 

four years of the periodJ fa lling to 1 6 percent in 1968 . 

Local traffic accounted for 17 to 19 percent of total 

carloads over the period . 
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Du r ing the five - year period , the ave r age length of 
haul increased steadily, e x cept fo r 1967, from 288 miles 
to 335 miles , and the average revenue l oad pe r car 
increased steadily from 47 . 5 tons to 50 . 7 tons . 

Commodi ty statistics are shown in Table 87 
( tonn age ) and Table 88 ( revenue) for the 1964- 1968 
period . Despi te the fact that about one - third of Rio 
Grande 1 s tonnage consists of coal , revenue from this 
traffic represented 14 percent of total gross freight 
revenue in 1964, declining to 12 percent in 1968 . 
"Food & Products 11 traffic cons i stently accounted fo r 
nine percent of total tonnage while revenue therefr om 
has represented from 14 to 15 percent of the total . 
Other than "Coa l ," only one other commodity g r oup , 
"Lumber & Products, " has continually constituted ove r 
10 percent of total tonnage . "Lumbe r & Products 11 

revenue ranged from 13 to 15 percent of t o tal gross 
freight revenue . About 60 percent o f Rio Grande 1 s 
1968 gross freight revenue was derived from hauling 
commodities which accounted for approximately 46 percent 
of total tonnage . Amo ng these commod i ty groups , those 
which had a total movement of less than 500,000 tons 
represented roughly ll percent of total tonnage and 21 
percent of gross freight revenue . 
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Tabl e 86 

10 GP,.ANDE l{EV:t;NUE T•'RE: JGH T TR.AFFIC 
CARLOADS , 'IO NS, 'ION- MILES, AN~ FRF, J..GHT ftE'JENUE 1964 THffiUGH 1968 

I 

Year I 
Carloa ds Revenue Fre igh t ~ 

l 
Interline ! I nt erl ine Tot al ~ M al Ton- Miles ~evenue 

Local Originated Termina ted Overhead Carloa ds _J~ve~:me Tons* (.Nillions) (000) 

19641 78 , 316 I 97 , 3~5 75 ' 773 193, 198 ~~4 , 632 21, 126 , 278 6, 0RO 1 ~,. 73 , 592 I I I 

1965 81,246 103 , 810 79, 301 202 , 068 466 , 425 I 22 J 78h, 210 6, 796 I 81, 103 I 
N ! 

; 

-.,) I I i 
00 1966 86 , 029 99, 546 82, 133 202 , 92 7 470,635 23 , 121,657 7, 120 8) , 284 i 

; I 

19c7 I 8? , ) 54 100 , 545 76 , 7LI5 12· 7' 920 
l 23 , 636, 939 7, 111 11 ~ , 62 1 . 452. 7<-h I I ! ' 

I I I 
I 

1968 : 87, 341 104 , 165 73,393 198 ,1f 9 463 , 0[\8 23 , 500 , 083 I 7, fl62 59, ) 74 
! I 

: I 
--·-- --· ____ ___; 

~~Includes L.C.L. Freight . 
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Tabl e 87 

RIO G RP. NDE Co:t-f't.O DI TY '3 TA TIS TICS, l 96Lt 'IHT' JGH 1968 
CONNODITY GR::'uP 'IOlmAGE AND GRJLJP 'IO I·JNAC E J..S PERCE~·JTAG~ 0~~ 'IDTt.L 'IO.~)JAGE 

1964 1965 ~ommodity Tons % Tons % Tons 
Group* (000 ) (000) (000 ) 

?arm Produc ts 1, 1·09 6 . 7 1, 125 Lt . 9 1 , 097 
Metallic Ores 1 , 357 6 . 4 1, 500 6 . 6 1, 63B 
Coal 7, 579 35 . 9 8, 177 35 . 9 8 , 007 
Non- Hetal Minerals l , 787 f, . 5 1, 996 8.8 

l 
l, 778 

i :!."ood 8 .. Products l , fl55 9. 8 2, 095 9. 2 2, 161 
I Lumber and Products I , ,355 ll. l 2 , 470 l O. fl 2 , 330 l I 

I 
Primary Hetal Proc..1cts 1, 511 7. 2 l , 724 1. 6 I 1, 803 
Chemicals 438 2.1 508 2. 2 I 679 

! Stone , Clay & Gl ass I I 
i ' I Products 

I 746 3. 5 768 3. 4 I 1?: 16 

i Transportation ~q..1ip . I 404 1.9 490 2. 2 I 534 
All Other Groups i 1, 685 Q . 0 1 , 931 8. 5 l 2 , 279 

I 1 I 

! Total :21,126 100. 0 22 , 78Lt 100. 0 j 23, 122 i 

NOTE : Percentages may not add t o 100.0 percent due to rounding . 
-)!. 

j 

1966 1967 
% Tons % 

(000 ) 

4. 7 1 , 024 4. 5 
7. 1 1 , 501 6. 6 

34 . 6 7, 795 34 . 4 
7. 7 1 , 493 6. 6 
9. 3 2 , 101 9. 3 

10 .1 2 , 424 10. 7 

7. 8 I 1, 568 6. 9 
2. 9 771 3. 4 

I 

3. 5 I 1, 08 9 4. 8 
2. 3 L. 72 2.1 
9. 9 I 2 ,399 10. 6 

1oo . o 1 22 , 637 100. 0 
I 
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1968 
Tons % 
(000 ) 

974 4.1 
1, 484 6.3 
7, 62 3 32 . 4 
1 , 577 6. 7 
2,179 9. 3 
2 , 770 11. 8 
1, 716 7. 3 

956 4.1 

l,lC9 5.1 
51.!8 2 . 3 

2, 484 10. 6 

23 , 500 100 . 0 

"c.'ith the exception of "Transporta t ion Equipment," the commodity groups specifically named each accounted for the movement of: 
500 , 000 or more tons in each of the years shmm. r! Al l Ct her Groupsn repr esents the total f or the bal ance of the commodi ty 
groups , each of e:hich had an annual movement of less than 500 , 000 tons ih each of t he years shown. The total tonnage figures 
are u~adjusted and may not agree witn total r evenue tons reported in Railroad Annual Report Form A. The totals shown her e are 
f or comparative purposes only. 

I 
I 
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Table bG 

RIO GRANDE COJvll'!ODITY S LA TlS TlCS , 1964 IHR.CJ jCH 1968 

C0Jill· ODITY GRJUP REVENUE AND GOOUP :t.EVENUE AS PERCEN TAGE O:':'· 'lD l'A .w ElEiWE 

196~ 1965 1966 1967 1968 

Corr.:nocii ty Revenue % 3.evenue % Revenue % Revenue % :?..evenue % 
Group* (000 ) (000 ) (000) (000 ) (000 ) 

Farm Prociucts s 5 , 670 7. 2 S> 4 , 250 4 . 9 $ 4, 025 L.5 . :· 3,858 4 . 3 ~ 3 , 595 3 . 8 

I 
I 

rv:eta.Ll i c Ores 2 , 769 3 . 5 3 , 801 L1. 5 3 , 731 4 . 1 3 , 308 3 . 7 3 , 421 3 . 6 

I Coal 10 , 922 13 . R 11, 634 13 . 5 11 , ~ 92 12 . 8 11,Lt27 12 . 8 11, 568 12 . 3 

I 
Kon- L; tal Jv':ine r a ls 3 , 600 4 . 6 3 , 991 4 . 6 I 3 , 600 L.o 2 ' 722 3 . 0 2 , 995 3 . 2 

Food & Prociuc ts 111, L85 14 . 5 12 , 897 15 . 0 I 13 , 083 14 . 5 . 12 , 719 lL2 12 , 827 13 . 6 

I Lumbe r and Pro ducts 11, 376 14 . 4 11 , 922 13 . 8 11 , 369 12 . 6 ll , R53 13 . 2 13 , 771 14 . 6 

I Primary l':etal Products I 6 , fi!9 8 . 4 7,758 9 . 0 I 7' 735 P . 6 6 , 435 7. 2 8 , 061 8 . 6 

I Cherr.icals ! 2 ' 709 3 . 4 2 , 939 3 . L I 4 , 076 1 •• 5 I 4 , 599 5 . 1 5, f\39 6. 2 

I ' Stone , Clay ~: Glass I 
I 
I 

I i 
3. 6 l I Produc ts : 3 , 203 L.l 3 , 157 3 . 7 i 3 , 241 3 , 869 4.3 L, 112 4 . 4 

Transportation Eq~ip . 
I 6, 08 1 7. 7 7, 151 R i I 7,P6l· r . 1 r 6 , 914 7. 7 8 , 2P.8 2 . 8 

j 
I 

19: 3 I All Other Groups 1 l L, 615 18 . 5 16 , 652 19 , 905 22 .1 1 21 , 766 24 . 3 19 , 722 20 . 9 

I I 

1¢' 
I 

I Total : .. 79 , 079 100 . 0 : ;;86 , 152 100 . 0 .: ~i90 ' 121 100 . 0 ; ~8 9 , L 70 100 . 0 :.;9L , l 99 100 . 0 
I 

I • 

AO .:'E : Percentages may no t add to 100 . 0 percent due to rou:1ding. 
-:;. 
':.'i t h the exception of " Trans portation Equipment ," the commo dity groups specifical~r named each accounted for the movement of 

500 , 000 or more tons in each of the years shown . 11 All Other Group s •: rep r esents t.~e total -:'or the balance of tne commo dity 

groups , each of ,,.:., ich had an annual movement of less than 500 , 000 tons in each o: the years sho'hrn . Tne total r evenue ~ igures 

are unadjusted and may not a gree ~.;ith Freight Operating Revenue reported in 1.ailroad Armual P.eport ::o'orm A. 'lhe totals shown 

~or comoarative purposes only. 

I 

I 
! 

I 

I 

I 

I 
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Fre ight Traffic : Interchanges and Traffic Flow 

Rio Grande ' s evidence shows freight traffic density 
in 1964 in terms of gross ton - miles per mile of road , 
based on the weight of freight train cars , their con­
te n ts and cabooses . The traffic density is shown below : 

Line Segment 
Ogden - Salt Lake City 
Salt Lake Ci ty -Helper 
Helper - Gra nde J et . 
Grand Jct . -Dotsero 
Dotsero - Orestod 
Orestod - Denver 
I:lotsero - Pueblo 
Pueblo - Denver* 

Gross Ton- Mi les/Mile (Millions) 
Eastbound Westbound 

6 .1 4 .4 
9 .8 11 . 6 
9 .1 8 .6 
9 . 2 7 . 6 
4 . 4 4 . 4 
6 . 0 4. 9 
4 .8 3 .3 
1 . 6 1 . 9 

*Eastbound is actually northbound ( to Denver) , 
westbound is southbound ( to Pueblo) . 

The above data shows that the bulk of Rio Grande ' s 
traffic moves over the entire length of its route 
between the Utah and Colorado gateways . Traffic to 
and from Denver and Pueblo moves over the same route 
between Ogden - Salt Lake City and Dotsero . Traffic 
between Dotsero and Denver on the Moffat Tunnel Route 
is slightly heavier overall than on the Royal Gorge 
Route between Dotsero and Pueblo . Eastbound traffic is 
generally somewhat greater than westbound . With the 
exception of branches between Mounds a nd Sunnyside , 
Utah, and Orestod and Craigs, Colo . , freight traffic 
density on lines other than those described totaled less 
than one million gross ton- miles per mile in either 
direction . 

As noted earlier, Rio Grande's traffic c onsists of 
over 40 percent bridge movements . In view of this and 
the fact that the carrier ' s major interchange points are 
at the extreme ends of the system, the . interchange data 
for the west e nd gateways include many cars interchanged 
at the east end . Table 89, which follows , therefore 
shows the Utah and Colorado gateways as separate groups . 
Data are for 1964, and the gateways shown are those at 
which Rio Grande interchanged at least 500 cars with a 
carrier actively participating in these proceedings . 
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Table 89 

MAJOR RIO GRANDE INTERCHANGES 

D&RGW Connecting Carloads 

Station Carrier Delivered Received Total 

Utah Gateways : 
Ogden SP 51 , 604 71 , 219 122, 823 

UP 271 1 , 450 1,721 

Sal t Lake City* WP 47 , 728 26, 321 74, 049 

UP 15, 446 4,091 19, 537 

All Other 132 132 

Provo UP 22, 756 3 , 218 25 , 974 

All Other l 3 l 069 3 ) 070 

Utah Total 137,806 109, 500 247 , 306 

Colorado Gateways : 
Denver CB&Q 29, 095 36, 057 65 , 152 

RI 17 , 571 16,800 34, 371 

UP 8 , 698 13 , 019 21 , 717 

C&S 3 , 980 3 , 720 7,700 

AT&SF 1 , 069 2 , 170 3 , 239 

Colorado Springs RI 4 , 523 3 , 355 7 , 878 

AT&SF 3 179 182 

C&S 13 197 210 

Pueblo MoPac 44, 852 41 , 990 86, 842 

AT&SF 13,361 8,580 21 , 941 

C&S 4 , 021 1,543 5,564 

Walsenburg C&S l l ;278 2~0 1 , 828 

Colorado Total 128,764 127 , 8 0 256,624 

*Includes N. Salt Lake , Midvale , and Garfield, 

J et ., Utah . 

Physical interchanges totaling 559, 514 were involved 

in the movement of Rio Grande ' s 366, 316 interline car­

loads in 1964 . The carrier ' s major gateways at the 

western end of the system are Ogden , the Salt Lake City 

area , and Provo . Rio Grande ' s largest interchange with 

a single carrier is at Ogden with the Southern Pacific . 

Ogden is the only interchange point between the two 

carriers , and in 1964, the cars interchanged between 

them totaled 1_22,823 , of which 71 , 219 cars were delivered 

to Rio GrandE by Southern Pacific . Of the total cars 

int erchanged , 106, 672 or 87 percent , moved as bridge traffic 

over Rio Grande . The Southern Pacific interchange 

represented 34 percent of Rio Grande ' s interline car -

loads . The Union Pacific and Rio Grande interchanged 

only 1 , 721 cars at Ogden, of which 1 , 242 were delivered 

to , and terminated on Rio Grande . 
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At Salt Lake Cit¥ (including N. Salt Lake , Midvale , 
and Garfield J unction ) Rio Grande interchanged 74, 049 
cars with Western Pacific (about 80 percent overhead 
to Rio Grande) , and 19, 537 with Union Pacific . The 
cars interchanged with Western Pacific included 59, 207 
cars moving as bridge traffic over Rio Grande . The 
Western Pacific interchange represented 20 percent of 
Rio Grande ' s interline carloads . The 19, 537 cars inter­
changed with Union Pacific included 12, 479 cars 
originated and 3, 447 terminated on Rio Grande . Similarly 
at Provo , of the 25, 974 cars interchanged with Union 
Pacific, 22,748 originated on Rio Grande . Systemwide 
in 1963, Rio Grande originated 37, 342 cars and delivered 
them to Union Pacific , and of the total1 32, 398 cars 
carried "Produc ts of Mines ." While the interchange 
data for Salt Lake City and Provo are for 1964 and the 
system wide commodity interchange are for 1963 in the 
record, it is none theless reasonable to conclude that 
the bulk of the traffic that Rio Grande interchanges at 
its western gateways with Union Pacific is "Products of 
Mines " traffic originated o n Rio Grande . 

The major interchanges at the ea.s tern end of the 
Rio Grande system are at Denver, Colorado Springs and 
Pueblo . At Colorado Springs , the major interchange 
volume moves between Rio Grande and Rock Island (7, 878 
cars ) . Another 34, 371 cars were interchanged between 
the two carriers at Denver, for a total of 42, 249 
carloads , or 12 percent of Rio Grande ' s total interline 
cars : three - fourths of this traffic was overhead to 
Rio Grande . The principal inte rch ange with Santa Fe 
i s at Pueblo , although some interchanges take place at 
De nver and Colorado Springs ; interchanges at the three 
points totaled 25,362 cars or 7 percent of Rio Grande's 
interline carloads . Nearly 60 percent of the cars Rio 
Grande interchanged with Santa Fe moved as bridge 
traffic on Rio Grande . 

Approximately 46 per cent of the 2~,717 cars inter ­
changed with Union Pacific at Denver were also bridge 
traffic for Rio Grande as ~posed to primarily Rio Grande ­
originated traffic interchanged with Union Pacific at 
the Utah gateways . Als o at Denver, the Rio Grande and 
the Burlington interchanged 65,152 cars of which 36,057 
were del ivered to Rio Grande by Burlington. For Rio 
Grande, 51, 583 cars were bridge traffic . The Burlington 
subsidiary, Colorado & Southern interchanged 7, 700 
cars with Rio Grande at Denver, 210 at Colorado Springs, 
5,564 at Pueblo , and 1,828 at Walsenburg . The total 
Rio Grande interchange with Burlington and Colorado & 
Southern at Denver, Colorado Springs, Pueblo, and 
Walsenburg, amounted to 80,454 cars, of which somewhat 
over 70 percent were bridge movements on Ri o Grande . 
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At Leadville J Colo . ( not shown in Table 89 ) J interchange 
is made with a Colorado & Southern branch ( 1 J 353 cars 
in 1964 ) which runs to ClimaxJ Colo . J and is physically 
sepa r ate from the main Colorado & Southern systemJ later 
described . 

The Mo Pac interchange with Rio Grande at Pueblo 
is the second largest with an individual connecting 
carrier on the Rio Grande systemJ exceeded only by the 
SP interchange at Ogden . Rio Grande delivered 44J 852 
cars to and received 41 J 990 cars from Mo Pac J for a 
total of 86J842 . Of this traffic J 75 percent was 
bridge traffic for Rio Grande . 

Points on Rio Grande which originated 5 J OOO or 
more cars of lo al traffic were : East Wellington J UtahJ 
16J 401; KeiglyJ Utah J 7 J 843 ; and Denver J 5J 320 . Local 
traffic terminations of 5 J OOO or more cars took place 
at Geneva J UtahJ 29J 287 cars J and Denver J 13 J 682 . 
Three points were origins or 5 J OOO or more interline 
cars : Sunnyside J UtahJ 17 J 208 ; Geneva J 7 J 996 ; and 
Carbondale J Colo . J 5 J 426 . East Wellington with 16J 444 
cars J Denver with 14J 349 cars and Salt Lake City with 
9J l09 cars J were the only destinations for 5 J OOO or 
more interline cars . 

Financial Status of Rio Grande 

Rio Grande 1 s general balance sheet as of December 31 J 
1968J is based on its Annual Report Form A. Total 
assets of $293 . 9 million are composed of current 
assets of $41 . 3 millionJ includingJ among others J cash 
$4 . 6 million and temporary cash investments of $19 . 9 
mil l i on ; special funds $588J 345; investments of $9 . 9 
million including other investments of $1 . 7 mill i on and 
investments i n affiliated companies Qf $8 . 3 mil l ion; total 
properties less depreciation and amortization $240 . 2 
million ; and other assets and deferred charges $1 . 9 
million . Liabilities and shareholders • equity are 
composed of current liabilities of $22 . 4 millionJ 
including audited accounts and wages payable of $2 . 8 
millionJ accrued taxes of $6 . 5 million; long- term debt 
of $90 . 6 million including $4 million due within one 
year ; reserves $342 J 863 ; other liabilities and deferred 
credits of $8 . 5 million; and shareholders 1 equity of 
$172 . 2 millionJ comprised of capital stock of $88 . 6 
millionJ capital surplus of $19 . 7 millionJ and retained 
income of $63 . 9 million . 

Rio Grande 1 s income statement for the year 1968 
shows total railway operating revenues of $92. 662 
millionJ with total railway operating expenses of 
$63. 803 million resulting in an operating ratio of 68 . 86 
percent . Net railway operating income of $13 . 9 million 

- 284 -



F . D. No . 22688 

plus income ( net ) realized from other than railway 
operations amounted to income of $15 . 7 million which 
was available for payment of fixed charges of some $4 . 2 
million for the year 1968 . I ts net income after fixed 
charges and other deductions amounted to $11 . 5 mill ionJ 
which is more than sufficient to service long - te r m 
debt due within one year of $4 million . Ri o Gra nde had 
a favorable ratio of total debt to combined total debt 
and shareholder ' s equity of 41 percent as of 
December 31 J 1968 . I t is clear that as of December 31 J 
1968J Rio Grande ' s financia l posit i on was good . 

Table 90 following J shows Rio Grande ' s results of 
operations for the five year period 1964- 1968 . For 
that period of time its operatin g ratio averaged~out 
69 percent j current assets exceeded current liabilities 
to the extent that its worki ng capi tal position was 
adequate for conducting orderly operat i ons j its total 
debt trend for that period J based on a ratio of total 
debt to combined total debt and stockholders ' equity 
did not exceed 45 percent j funds were available to 
service its long - term debt due within one year from net 
income alone without using any fu nds generated by 
charges to depreciation and it has had no difficulty in 
meeting its fixed charges . 
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Tabl e 90 

RIO GRANDE INCOMS TREND 1964-1968 

Net Income A~te r 
Total Total Net Railway Income Available Fixed Charges And 

Operating Revenues Operating Expenses Operat i ng Income For Fixed Charges Other Deductions Operating 
Year (000 ) (000) (000) (000) (000 ) Ratio 

1964 $79,138 $55 , 318 $12 ,117 $14,184 $10 , 656 69. 90 
1965 86,401 59 , 821 13,317 15,169 11,132 69 . 24 
1966 90 ,365 62 , 067 14,940 16,653 12,895 68 . 69 
1967 88 ,334 62 , 446 13,958 15 ,155 11,250 70.69 
1968 92 , 662 63 , 803 13, 930 15, 688 11,531 68 .86 

RIO GRA NDE WORKING CAPITAL 
Total Total ltlorking Total Operating Expenses Monthly Average Working Working 

Cur rent Assets Current Liabilities Capital Less Depreciation Capital Requirement Capital Ratio 

Year (000) (000 ) (000) (000) (000 ) 

1964 $38 ,121 $18, 041 $20, 080 $49 ,202 $4,100 2.1 
1965 38,605 18 , 082 20,523 53 , 23 7 4,436 2.1 
1966 37 , 434 19,836 17, 598 55 , 401 4, 617 1.9 
1967 39,634 18 ,849 20 ' 785 55 , 604 4, 633 2.1 
1968 41, 304 22 , 380 18 , 924 57, 046 4, 754 1. 8 

RIO GRANDE RATIO OF 'IOTAL DEBT 'IO 'IO TAL DEB T & S'IOCKHOLDERS 1 EQUITY 

1964 - % 1965 - % 1966 - % 1967 - % 1968 ... % 
(000) (000) (000 ) (000) (000) 

'IOTAL DEBT $114, 380 - 46 $114,674 ... 45 $116, 987 - 45 $113,784 - 40 $121,743 - 41 

S'IOCKHOLDERS 1 EQ lJ ITY 134,350 - 54 139,280 - 55 144, 425 - 55 168 , 680 - 60 172 ,192 - 59 

'IOTAL $.24!L7~0 -J_OQ AA2_2.2_ , .221l -lQQ ~_g_§J..,J..l2 -100 $282 __._k6g ____ - J_OO $293 , 935 -100 
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Preliminary Findings and Conclusions 

Rio Grande , largely a carrier of local traffic 
prior to emerging from trusteeship in 1947, has become 
a hea~thy and vigorous competitor for long- haul traffic 
moving through the central corridor . Over 40 percent 
of its total carloads consists of bridge traffic , while 
local traffic is less than 20 percent of the total . 
Despite the small size of Ri o Grande compared to the 
other carriers operating through the three east - west 
corridors in the Western District, the average length 
of haul for Rio Grande stood at 335 miles in 1968, a 
net increase of 47 miles over 1964 . 

Approximately one - third of Rio Grande ' s revenue 
tonnage is coal , which_, like the "Food & Products " and 
"Lumber & Products " groups, contributes between 10 and 
15 percent of gross freight revenue annually . The 
latter two groups , however , each represent only about 
one - tenth· of the total tonnage hauled annually . The 
remaining portion of gross freight revenue , roughly 
60 percent , is contributed by a wide variety of 
commodities comprising somewhat less than half of total 
tonnage . Except for 1967, freight revenue and revenue 
ton - miles have increased consistently since 1964 . 
Actual revenue tonnage declined sl i ghtly in 1968, after 
a steady year- to - year increase from 21 million tons in 
1964 to almost 24 million tons in 1967 . 

Rio Grande's principal traffic - producing points 
lie on branches extending from the above - described main 
lines into the Colorado and Utah mini ng regi ons and 
interchanges in these areas are chiefly with short -
line carriers serving limited territories . At the 
Utah gateways , interchanges with Western Pacific and 
Southern Pacific consist mostly of traffic mo ving 
overhead to Rio Grande , while the traffic interchanged 
with Union Pacific is primarily Products of Mines traffic 
which originates on Rio Grande . At the Colorado gateways , 
among the carriers actively participating in these 
proceedings, interchanges with all but Union Pacific 
consisted of over 60 percent Ri o Grande bridge traffic . 
Of the Union Pacific interchange , somewhat less than ha l f 
of the cars were bridge movements over Ri o Grande . 

It is readily apparent that since Worl d War I I _, 
and particularly in recent years , the Rio Grande has 
been a financially sound, profitable and efficiently 
operated segment of the central corridor, participating 
to a great extent in traffic having neither origin nor 
destination on its own lines . At the same time , interline 
originated and interline terminated traffic constitute an 
important portion (38 percent in 1968 ) of the Ri o Grande ' s 
carload traffic . Al though the carrier has emerged from its 
former status as a small local carri er into an active 
participant in interline business , such emergence has 
brought with it an increasing dependence on connecting 
carriers which extend far beyond the territory served 
in large part almost exclusively by Ri o Grande . 
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WESTERN PACIFIC 

Corporate History 

Western Pacific , with its principal offices in 
San Francisco, was incorporated J une 6, 1916, under the 
laws of California, as a reorganization of the Western 
Pacific Railway Company , which had been incorporated 
13 years earlier to construct and operate a railroad 
between Salt Lake City and the San Francisco Bay area . 
The predecessor company had instituted service in 1909 . 
Western Pactfic could not support itself and , when the 
guarantor of Western Paci fic bonds defaulted, Western 
Pacific was forced into receivership in March, 1915 . 
The present company was organized to operate the 
properties of the foreclosed company . 

I n 1931, Western Pacific extended its lines north­
ward from Keddie , Calif . , to Bieber, Calif . , where it 
connected with Grea t Northern , which had built southward 
to that point . Known as the Bieber Route , this line 
made We stern Pacific a bridge between Great Northern and 
Santa Fe on traffic moving on the "I nside Corridor , 11 

between the Pacific Northwest and the Pacific Southwest . 

The new company a l so suffered financial diffi cult ies 
and , in August 1935, filed a petition for reorganization 
under section 77 of the Bankruptcy Act. Reorganization 
was consummated De cember 29, 1944, and all of the common 
and preferred stocks of the predecessor company were 
wiped out, with new securities distributed to the bond 
and note holders . 

Subsidiaries and Affiliates 

Western Pacific owns 100 percent of the Sacramento 
Northern Railway and 99 . 78 percent of the Tidewater 
Southern Railway Company . I t has joint ownership of 
the Salt Lake City Union Depot & Railroad Company with 
Rio Grande , and joint ownership of the Al ameda Belt 
Line and the Oakland Terminal Railway with Santa Fe . 
Western Pacific , Santa Fe and Southern Pacific each own 
one - third of the Central California Traction Company . 

The three largest stockholders of Western Pacific 
are rail carri ers or subsidiaries thereof . Spok~ne 

International , the Union Pacific subsidiary, owns 9 .96 
percent of Western Pacific j Southern Pacific Land Company, 
a wholly owned subsidiary of Southern Pacific, owns 
9 . 56 percentj and Great Northern owns 9 . 18 percent . 
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~s of December 31 , 1968, Western Pacific was 
authoriz ed to issue 2, 226 , 464 . 7 67 shares of Non-
Par Value Common Stock . I ts actual stock outstanding 
tota led 2 , 002, 370 shares , having a book value of 
$37,820,664 . 

Opera tions , Plant and Equipment 

As of De cember 31 , 1968, Western Pacific operated 
1 ,176 miles of track in three States j namely , California -
580 miles , Nevada - 451 mi les , and Utah- 146 mile s . 
Actual track mileage was 1 , 964 miles . We stern Pacific ' s 
subsidiaries, Sacramento Northern and Tidewater 
Southern, operate a total of 407 miles of road , of which 
70 miles are trackage rights over the parent company ' s 
lines , resulting in a total system mileage of 1 , 513 
miles . 

Western Pacif i c ' s mai n routes are ( l ) between San 
Francisco and Salt Lake City, through Oakland , Stockton, 
Sacramento , and Keddie , Calif . , and Winnemucca and 
Wells,Nev .j and ( 2 ) between Keddie ffid Bieber . Directly 
and through connections with the Sacramento Northern , 
the Wes tern Pacific system lines serve the principal 
cities and agricultural districts of the Sacramento 
Val ley in northern California . Through the Tidewater 
Southern, it reaches southerl y down the San J oaquin 
Valley from Stockton to the cities of Manteca , Modesto 
and Turlock . Western Pacific ' s principal terminals 
and interchange points are located at Salt Lake City , 
San Francisco , Bieber , Stockton and Oakland . 

Southern Pacific has trackage rights over Western 
Pacific ' s main line from Flanigan to We so , Nev . 
Southern Pacific and Western Pacific have a "paired 
track " operation from Weso to Alazon, Nev . (near 
Wells) . In other words, Southern Pacific and Western 
Pacific cooperate in the use of the same trackage over 
most of the latter ' s route mi leage in Nevada . Southern 
Pacific has its own line from We so through Reno to 
Sacramento . Its trackage rights over Weste rn Paci fic 
from We so to Flanigan appear to offer Southern Pacific 
a short route to its Portland , Oreg . , line at Flanig an . 

Generally speaking, Western Pacific ' s San Francisco ­
Sal t Lake City route is directly competitive to 
Southern Pacific ' s San Francisco -Ogden route . The 
Western Pacific line from Keddie to Bieber, Calif . , is 
a part of the previously described Great Northern ­
We stern Pacific - Santa Fe (Santa Fe connects with 
Western Pacific at Stockton ) route between the Pacific 
Northwest and Southern California . This three - carrier 
route provides the principal competition for the Southern 
Pacific route from Portland to San Francisco and (via 
two routes) Los Angeles . 
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At the close of 1968, Western Pacific was 
operating 160 diesel locomotives, including 118 freight 
units , 13 passenger units , and 29 switching units . I t 
had 6 , 101 freight cars and 15 passeng~r cars . Its 
freight fleet consisted of 3 , 435 boxcars, 1 , 141 
gondolas , 468 open hopper, 323 covered hopper , 86 tank 
cars , 399 flat cars,and 4 others . Total capacity was 
383 , 582 tons . 

Freight Traffic : Volume and Service Output 

During the five year period, 1964 through 1968, 
Western Pacific ' s frei~ht revenues rose 29 . 9 percent 
from $49 . 5 million to ~64 . 3 milLion . The rise was 
steady except for 1967 revenues of $55 . 6 million ($ 4 . 5 
million below the 1966 figure ) . Similar trends existed 
for revenue tonnage, revenue ton-miles and carloads . 
Over the period , net increases were : tonnage , 12 
percent from 8 . 3 million tons to 9 . 3 million tons ; ton­
miles , 17 percent , from 4 . 2 billion ton- miles to 4 . 9 
billion ton - miles ; and carloads , 5 percent from 225, 332 
to 236,178 . 

Interline traffic accounted for 90 to 92 percent 
of total carloads over the 1964- 1968 period . Comparing 
individual classes of traffic , overhead traffic was the 
largest single class and fluctuated between 4l.and 43 
percent ot total traffic , i . e . , including local traffic . 
Interline originated traffic increased from 20 percent 
in 1964 to 21 percent for 1967 and to 23 percent for 
1968 . Interline terminated traffic represented 27 
percent of total traffic in all years except 1966 when 
it increased to 28 . 2 percent . 

Al l of the above - discussed data except carload 
tonnage are reflected on Table 91, which follows . 
During the same period , again with slight declines in 
1967, the average length of haul increased from 503 
miles to 527 miles and the average revenue load per car 
increased from 36 . 8 tons to 39 . 3 tons . 
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Year Lo cal 

1964 23 , 524 

1965 22,428 

1966 23 , 628 

1967 18 ' 982 

1968 19,248 

Table 91 

WES '!ERN PAC IFIC REVENUE FREIGHT TRAFFI C 
CARLOADS , 1DNS , 1DN- MILES, AND FRE IGHT REVENUE 

1964 'lliROUGH 1968 

Carloads 
Interline Interline Total Total 
Originated Ter minated Over head Carloa ds Revenue Tons* 

44,106 60,898 96, 804 22 5,332 8,300 , 216 

47,088 62 , 662 98 ,790 230 , 968 8' 771, 976 

48,321 66,305 97 ,231 235 , 485 8, 92 5,411 

46 ,755 60,3 72 96 , 102 222 , 571 8,1158 ,079 

54 , 781 63, 993 98 ,156 236 ,178 9, 283 , 051 

I ncludes L.C. L. freight fo r all years . 

F. D. No . 22 688 

Revenue F.reight 
Ton-Miles Revenue 
(Mill i ons ) (000) 

4,176 $49 , 472 

4, 495 55, 922 

4, 647 60 ,042 

4,Loo 55,561 

4,898 64, 253 
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Freight Traffic : Commodity Consist 

Tables 92 and 93 show commodity tonnage and 

revenue statistics , respectively , for Western Pacific 

over the f i ve Yrears ending with 1968 . The data show great 

reliance upon 'Food and Products " for its traffic and 

revenues . During this period , one - fourth of Western 

Pac i f i c ' s revenues have come from the transportation of 

this commodity group , which represented from 22 to 25 
percent of total tonnage . In comparison , "Primary 

Metal Products " accounted for ll to 12 percent of total 

tonnage , but decreased steadily as a contributor of 

revenue from ll to 8 percent of total revenues . 
"Lu mber and Products " constituted about 10 percent of 

West ern Pacific ' s tonnage , but produced only 7 to 8 
percent of i ts revenues , with a decreasing tre nd both 

absolute and proportionate from 1964 through 1967 , 
fo llowed by slight increases in 1968 . 

All othe r commodity groups accounted for less than 

te n percent of Western Pacific ' s tonnage and revenues . 

In fact , from 28 to 30 percent of its tonnage and 39 
to 44 percent of its revenues was spread among commodities 

of which less than one - half million tons were carried in 

a ny o ne year . 
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Tabl e 9~- -

~VESTERN PACIFIC CCMMODITY STATISTICS, 1964 'ffi ROUGH 1968 
CO:t-r·!ODITY GROUP 'IO !ll~AGE AND GROUP 'IO YJ,IAGE f ,S PERCENTAGE 0? 'lDTAL 'IO.JNAGE 

19 19 19 
Tons % Tons % Tons To ns Tons 

_ . D. No . 22 688 

19 (,------
,; 

Group* - (000) (000 ) - (000 )_ (000_) ---- (000_) __ - --

Non- Metal Hinerals 682 8 . 2 630 7. 2 613 6. 9 581 
Food & Products l , R58 22 . 4 1 , 990 22 .7 2, 096 23 . 5 2 , 053 
Lumber & Products 825 9. 9 876 10. 0 834 9.3 788 
Pulp , Paper & Pr oduc t s 591 7.1 584 6 . 7 58 7 6 . 6 592 
Chemicals 465 5. 6 505 5. R h78 5 . 4 502 
St one, Clay & Gl ass 

Products 6o7 7. 3 632 7. 2 586 6. 6 429 
Primary Metal Products 970 ll. 7 1,009 n. s 1, 051 ll. 8 978 
All Ot her Groups 2 , 302 27. 7 2 , 546 29 . 0 2 , E/1 0 30 . 0 2 , 53 5 

Total ,s ,300 100. 0 8 ' 772 100 . 0 8 , 925 100 . o ! 8 , L~58 

-- -------
NOTE : Percentages may not add to 100 . 0 percent due to rounding . 

* 

6. 9 665 7. 2 
24 . 3 2 , 313 2h. 9 

9-3 920 9-9 
7. 0 655 7. 1 
5. 9 514 5 . 5 i 

I 

5.1 L~3 8 h. 7 
n. 6 1,121 12 .l 
30. 0 2 , 657 28 . 6 

100 . 0 1 9, 283 100 . 0 
I 

-- - ___ ___ _ l 

"\oli t h the excep tion of 11 Chemi cal sn and "Stone , Cl ay & Gl as s Products , n the conunodi ty groups Si)eci ' i call y named 
each accounted f or t he movement of 500, 000 or more tons in each of t he yea rs shown . "Al l Other Groups" 
represents the total for the balance of the conuno di t y gr oups, each o ~ which had an annual movement of l ess 
than 500 , 000 tons in each of t he years ,shown. 'Ihe total tonnage f i gures a re unadjusted and may not agr ee with 
to t al revenue t ons r eported in Railroad Annual Report Form A, 'The total s shown he re are fo r comparative 
purposes only . 
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Table 93 

1-JES TERN PACIE'IC COHMODI TY STATISTICS, 1964 THROUGH 1968 
COMMODITY GROUP REVENUE AND GROUP RE'vENUE AS PERCENTAGE OF 1\JTA.L :lliVKillE 

1964 1965 1966 1967 
Commodity Revenue % Revenue % Revenue % Revenue % 

Group* (000 ) (000) (000) (000) 

Non- Metal Minerals $ 920 1.7 $ 899 1. 6 $ 962 1.6 $ 873 1. 5 
Food & Pro ducts 13 , 732 25. 6 14, 414 24. 9 15,193 24. 9 14,806 25 .1 
Lumber & Pro ducts 4,503 8. 4 4, 729 8. 2 4,449 7. 3 4,164 7.1 
Pulp, Paper & Products 2, 810 5.2 2, 832 4. 9 2, 883 4. 7 3,046 5.2 
Chemicals 2, 721 5.1 3, 000 5.2 2,916 4.8 3,266 5.5 
Stone , Clay & Glas s 

Products 2, 465 4. 6 2 ' L.63 4.3 2, 109 3.5 1, 930 3.3 
Primary Me tal Products 5, 676 10.6 5, 768 10. 0 5' 848 9. 6 4,927 8.3 
All Other Groups 20 , 773 38.8 23 ,759 41.1 26 ,730 43 .8 26 , 028 !!4.1 

Total f53 , 600 100.0 $57, 864 100.0 $61,090 100.0 $59,040 100. 0 

' 
I 

NOTE : Percentages may not add to 100 .0 percent due to r ounding . 
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1968 
Revenue r-

(000) 

$ 971 1.5 
16,514 25.1 

4,830 7.3 
3,369 5.1 
3,533 5. 4 

I 

2,017 3.1 : 
5, 473 4u ~ 29, 066 

$65 ,773 100.0 

*With the exception of 11 Chemicals11 and "Stone, Clay & Glass Products ," the commodity groups specifically named 

each accounted f or the movement of 500 , 000 or mor e tons in each of the years shown. •IAll Other Groupsll represents 

the total f or t he balanc e of the commodity groups, each of ~ich had an annual movement of less than 500,000 tons 

in each of the years shown. The total revenue figures are unadjusted and may not agree with Freight Operating 

Revenue reported in Railroad Annual Report Fom A. The totals shown here are for comparative purposes only . 
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Freight Traffic : Intercha nges a nd Traffic Flow 

Western Pacific's traffic de nsity, origin and 
destination, and interchange eviden ce shows data for 
the year 1964, and does not i n clude data for the carrier ' s 
operating railroad subsidiaries . As seen below , 
Western Pacific ' s operations can be d i vided i nto two 
distinct parts : the first is i ts operat i o n as a route 
segment in the central corridor between the Sa n 
Francisco Bay area and Salt Lake City; and the seco nd 
concerns the operation of Western Pacific ' s Stockton ­
Bieber segment of the route formed by lines of the Santa 
Fe south of Stockton and the former Great Northern ' s 
line north of Bieber . Both of the first - described 
Western Pacific routes use the same trackage betwee n 
Stockton and Keddie , Calif . , through Sacramento . 

Between Oakland and Stockton, Western Pac i fic 
handled 2 .7 million gross tons eastbound and 3 .7 million 
westbound . Between Stockton a nd Portola , Calif ., 
through Keddie, ea s tbound gross tonnage amou n ted to about 
five million tons and westbound gross tonnage totaled 
approximately 6 . 5 million tons , both f i gures reflecting 
the addition of the Bieber gateway traffic . Betwee n 
Portola and Salt Lake City , approximately four mill i on 
gross tons were carried eastbound and five mi l l ion west ­
bound . From Keddie to Bieber , 2 . 5 million gross tons 
were handled , and in the opposite direction , 2 . 8 million . 

I nterchanges at Western Pacific ' s western gateways 
other than Stockton and Bieber are small in volume : 
less than 5, 000 cars each w.ere interchan~ed with Santa 
Fe and Southern Pacific at each gateway ( San Francisco , 
Oakland , San J ose, and Sacramento ). Data for Western 
Pacific's three large s t gateways are s h own below in 
Table 94. 

Table 94 

MAJOR WESTERN PACIFIC I NTERCHANGES 

WP Connecting Carloads 
Station Carrier Delivered Received Total 

o ckton AT&SF 32, 939 29, 044 61 , 983 
SP 4, 700 2 ~ ~78 7 ~ 278 
Total 37 , 639 31,22 69, 261 

e ber GN 32, 136 34 ~ 194 ~330 --
lt Lake City D&RGW 26, 432 47 , 895 74, 327 

UP 19, 544 19 ~ 400 38 ~ 944 
To t a l 45, 976 67 ~ 222 113 , 271 
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At Stockton ) 46J213 of the 61 J 983 carloads inter­
cha nged with Santa Fe moved as bridge traffic over 
Western Pacific . Thi s represents 48 percent of all 
carload bridge traffic handled by Western Pacific in 
1964 ( Table 91 ) . At BieberJ of the 66 J330 carloads 
intercha nged with Great Northern) 50 J 902 were bridge 
cars for Western Pacifi c representing 53 percent of the 
carrier ' s total bri dge traffic . At Salt Lake CityJ 
38J 085 of the 74 J 327 carloads interchanged with Rio 
Grande J and 14J778 of the 38J 944 cars interchanged with 
Union Pacific) were bri dge traffic movements on Western 
Pacific ) constituting) respectively) 39 percent and 15 
percent of Western Pacific ' s total bridge traffic . 
Table 94 indicates that slightly over half of Western 
Pac ific ' s 201 J 808 interline carloads ( computed from 
Table 94 for the year 1964) moved through the Salt Lake 
City gateway . 

The foregoing interchange and traffic density data 
show that somewhat over half of Western Pacific ' s bridge 
traffic moves through the Salt Lake City gateway with 
the origin or destination thereof being undisclosed . 
Based on the data and the underlying record herein 
d i scussed ) i t is i mpossible to determine exactly how much 
of such bridge traffic moving through the Salt Lake 
Cit y gateway moves through either the Stockton or Bieber 
gateways or may either terminate or originate on the 
lines of Western Pac i f ic' s subsidiaries . 

Of the remaining bridge traffic ) apparently the 
principal portion moves throush both the Stockton and 
Bieber gateways in view of ( 1) the fact that the Bieber 
gatewa y route constitutes Santa Fe ' s and Great Northern ' s 
only competitive north- south route vis - a - vis Southern 
Pacific along the West Coast J and ( 2 ) the fact that the 
Western Pacific interchanges with Santa Fe at Stockton 
and with Great Northern at Bieber are nearly equal with 
respect to bridge t r affic ( 46J 213 and 50J902 cars J 
respec t i vely ) . Fu rther) referring to the earlier 
sect ions covering Santa Fe a nd Burlington Northern) it 
is noted that approxima tely 50JOOO out of some 65J 000 
cars interchanged in 1965 at Stockton between Santa Fe 
a nd We stern Pacific eith e r originated or terminated on 
Santa FeJ and that 80 percent of the Western Pacifi c ­
Great Northern 67 J OOO car interchange at Bieber ( also 
in 1965 ) either origina ted or terminated on Great 
Northern . For this reason too it is reasonable to con ­
clude that the Bieber route primarily handles traffic 
which o rigin ates on Santa FeJ moves as bridge traffic 
ove r We stern Pacific from Stockton to BieberJ and 
te rminates on lines of the former Great NorthernJ and also 
traffic which moves in the reverse ma nner . 
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Well over half of the 44, 106 interline cars 
originated by Western Pacific in 1964 originated in 
the San Francisco - San J ose - Stockton- Sacramento area , 
and over 80 percent of the 60, 898 interline cars 
terminated by Western Pacific had destinations in this 
same area . Again , Western Pacific ' s origin and destina ­
tion evidence does not disclose the volume of traffic 
originated or terminated on the lines of its subsidiaries 
within the same described area , thereby understating 
the importance of the area to Western Pacific as a 
source of traffic and revenue . 

Financial Analysis 

Western Pacific ' s balance sheet and income statement 
for the year 1964, following , reflects its financial 
position as of the year that its traffic studies 
were made in connection with this proceeding . Fina ncial 
statements for 1968 have also been included in order to 
show its financial posture as of the latest available 
date . 
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'r3S TE:li~ PACI::;'IC BALfl,;.rcs STI".: 'IS AS 07 

Current Assets 
Cash 
Temporary cash investmen t s 
Special depos i ts 
Ne t balance r ece ivable f rom agents and 

conduc-tors 
r·lis cellaneous accounts receivable 
Interest and dividends rece ivable 
Accrued accounts receivable 
l·:orking fund advances 
Prepayments 
Na te rial and sup~::> lies 
Ot her current a sse t s 

Total cur r ent assets 

Special Funds 
Sinking funds 
Capital and other res e rve f unds 
Insurance and other funds 

Total sp ecial funds 

Investments 
Inves tments in affiliate d Cos . 
Other Inves t~ents 

'fu ·~al i :w estments 

Properties 
Road and equipment property 
Improvements on l eased property 

Total transportati on pr::::perty 
Ac crued dep reciation- Rd . !!.: Squi p . 

'Ibtal t ransportation p ~operty les s 
dep r eciation 8..: amor t . 

Fis cellaneous phys :.cal proper ty 
Accrued depreciati on- miscellaneous 

physical property 
.Nis cellaneous pi1ysical p roper ty l ess 

depreciati on 
Total properties less depr . & amort . 

Ot he r Assets a nd Deferr ed Charges 
Ot her assets 
.Jnamortized discount on long- ter m debt 
Ot her de~erred charges 

Total other assets & defe r red charges 

Total Assets 

Jecemter 31, l96h 

" 3 ' 912, 678 · ' 
3,11.!9 , 953 
2, 8 71 , 390 

1 , 056 , 100 
2 , 132 , 511.! 

100 , !.:OL· 
L.,020 ' 709 

5 , 781 
l 55 , l U: 

L , 2 ~· l.t , 50l 
182 , 177 

2lz 77l , ti9l 

474 , 000 
3 , 81.!3 ,131 

34 ,325 
4 , 3~l , gti 

13, 950 , 808 
l L. ,709 , h56 
28 , titio ,2ti!:i 

193, 906,177 
1,291, 606 

195,197 ,783 
(52 , 826 , 8 Iil) 

142 ,370 , 91.:2 

L, 556,169 

557 z50l) 

32 998,668 
1Iio, 3ti9 , o1o 

2,448 ,170 
208 , 601 
748 , 56 L. 

3 , 40~,335 

~20l.t , 558 ,356 

- 298 -

December 31 , 19 

~ h77 , l.!06 
2 , l 7L. , 927 

296, 8 72 

l , 90L,628 
3 , hl 5 , 6h4 

2i' , eo6 
7 , 8L.9 , 695 

l~ , $'C 
399 , 327 

L: , 5L3 , 376 
223 l 861 

21 , 633 z 5l~ 

403 , 9L8 
39, 308 

[; [,3 , 2Et 

22 , 176 , 226 
l2,58L. , 287 
3Ii ,7t0 , 513 

219 , 6!3 3,202 
l, 610 z3L7 

221,293 z5T9 
( ti2 ' 2 P. 7' 172 ) 

158 z 606z 377 

h, 69L. ,6 24 

5l c , 6L1) 

4 ,175 , 980 
1o2, 1c: 2 , 3~7 

1 , 667 , 480 
l 6lt, 737 
357, 79L. 

2 , t:9o , on 

~222 ,309 ' 639 
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Table 95 Conti:1ued 

1!JES 'IERN PACIFIC BALANCE SHEET AS OF 

December 31, 1964 December 31, 1968 
Current Liabilitie s 
~affic and car-ser vice balances-cr. 
Audited accounts & wages payable 
Miscellaneous accounts payable 
mterest mature d unpaid 
U~atured i nterest accrued 
Accrued accounts payable 
Federal income taxes a ccrued 
Other taxes a c crued 
Other current liabilities 

Tota l current liabil iti es (exclusive of 
l ong- te rm debt due i n 1 year) 

Long Ter m Debt Due 1rJi thin 1 year 
Equipment obligations &: other debt 

Long Term Debt Due After 1 Year 
Funded Debt unmatured 
Equipment obligations 
Amounts payable to affil iated cos . 

Total long- t e rm debt due after 1 year 

Reserves 
Pension and welfar e reser ves 
Casualty and other r eserves 

Total reserves 

Othe r Liabilities and Deferred Charges 
Other liabilities 
Other defe rre d cre dits 
Accrued depreciation-Leased prop . 

Total othe r l i abilities & deferred cr . 

Shareholders 1 Egui ty 
Capital s tock-cormnon-total 

Capital surplus 
Paid- in- surplus 

Total capital surplus 

Retained Income- appropriated 
Retained Income - unappropriated 

Tota l retained income 

To t al shareholders r equity 

Total liabilities & s hareholders 1 equity 
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$ 640 , 640 
2,136,530 

634, 402 
289,961 
884,934 

4, 534, 790 
818,246 
544, 777 

2,3 92 ,280 

12 ,876,560 

34, 260 ,614 
2 1, 050 , 56~ 

55,311,178 

3, 82 4,oS2 

394,513 
285, 539 

1,148,730 
1,828 ,782 

37 , 791, 448 

36,360 

1, 022 ,300 
88, 278 , 214 

- ·-13·- --·-- --r'iT" 9, 300 , :::>14 

127 ,128,322 

$204, 558 , 356 

$ 1,720,980 
4,591,373 

909,875 
264,072 
920,8 73 

5, 277,063 
(67 , 963) 
473 , 88 7 

2, 858 ,109 

16, 948 , 269 

3, 993 , h74 

28 , 963,800 
28 , h75,037 
1, 987 , 778 

8,791 
1,050,337 
1,059, 128 

386, 615 
560 ,125 

1,224,856 
2, 171,.596 

37 , 820, 664 

36, 360 
36,360 

1,020,000 
99 ,833 ,533 

100,853,533 

138' 710' 557 

~.222 , 309 , 639 
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Table 96 

1•.JES TSRN PACIFIC I ICGME STP. Th'NEN'IS l'DR 'IHE YBARS 

To tal Cpera t i ng Revenues 

Operating Expenses 
.~aintenance of way .~ structures ; 

Exclusive of dep r eciati on 
Depreciation 

.Haintenance of Equipment: 
Exclusive of dep r eciation 
Depreciati on 

Traffic 
Transportation 
i'' iscellaneous & gs nera l 

Total · o_:.e ra ting expenses 

~let ]evenue From Ra ihray Operations 

Raihray tax accruals 

Jiaibray opera tin? in co e 

~tent income - c:r> . 
Rents payable - dr . 

Net rer: ts - dr. 

Net ?..aihray Operating Income 

Total other income 

Total income 

To t al misce.Ll aneous deduct ions 

I ncome available f or fixed charges 

fixed cha cp;es 
Ccnt:i.:,cent int·,r est (othe r dedJ.cti ons ) 

'I'o t<:t l fixed charges &: con l~ingent interest 

u r cinary income 
Total ex traordinary iterr.s (net) 

~'le t i '1 come a f.' t en· fixe d c:Oa':' ses and other 
ded :tcticns 

- 300 -

$.53 , 159, 675 

6 , 475 , 997 
988 , 801 

5, 610 , 060 
2 , f·94 , 938 
3, 0(3 , 791 

20,090,970 
4, 409, 083 

1+3 ' 533' 61~0 

9, (;26 , 035 

6 , 203 , cPR 

1, 123, 758 
l.9L9 . Ll2 

(825,654) 

~)95 ,770 

B, 973 , t'. Oh 

507, 160 

8 , L.66 , 6h4 

l, S; J ,l5L­
c23 , 1eo 

---,2.-,"""3""'73 ~ 33"b 
6,093 ,308 

1968 

~~~ 

7, 612 , 904 
1 , 048 , 632 

8, 077, 939 
3, 903 , 003 
3,497 , 964 

24 , 938' 617 
5 , 342,385 

5E,62l,L44 

12 , E. 53 ,357 

4 , 661, 681 

e , 191,676 

l, 115, 119 
1 ,072 , 331 

(1 , 957,212} 

6, 234, 464 

3, 023 , 576 

9, 258, 040 

794, 037 

8, 46L , 003 

2, 177, 867 
635 , 285 

--2' 'il3 ,15~ 

5, 65o,851 

:~o 5, 650,851 
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Gross Railway Operating Revenues and Expenses 

For the five year period 1964- 1968, Table 97 
shows that Western Pacific's railway operating revenues 
increased from $53 .2 million in 1964 to $67 . 5 million 
in 1968. As noted previouslym this report, the year 
1967 was a poor one for railroads. Strikes, bad 
we ather and poor crops, contributed greatly to the 
interruption in Western Pacific's revenue growth . 
However, railway operations in 1968 showed a marked 
improvement md the railway operating revenues of $67.5 
million cited above for 1968, was an all time high for 
Western Pacific for the five year period. 

Railwa¥ o~erating expenses ranged from $43.5 mill i on 
in 1964 to ~54.6 million in 1968. The increase in 
ope rating expenses was . related to increased transporta­
tion expenses, equipment rents and payroll taxes. Its 
operating ratio for the five year period 1964-1968 which 
averaged about 80 percent, does not represent an 
unfavorable margin of operating efficiency, although 
in excess of the average computed for railroads in the 
Western District . 

Net Railway Opera ting Income and Net income 

For the 5- year period shown on Table 97, ) Western 
Pacific's net railway operating income increased from 
$5.4 million in 1964 to a peak of $8.3 million in 
1966, with an intermediate decline to $4 million in 
1967. However,its net railway operating income for 
1968 amounted to $6.2 million or an increase of some 
$2.2 million over the amount realized from the year 
1967 . For the 5-year period, an average of some 30 
percent of its income available for fixed charges was 
derived from nonrailway operations . Although Western 
Pacific's net income after fi xed charges and other 
deductions has varied considerably from year to year, 
for the 5- year period it has enjoyed profitable operations. 

Working Capital 

Table :gs. disclos es that fo r the five year period 
1964 through 1968, Western Pacific showed an average 
ma;t_th:]..yworking capital requirement of about $3 .7 million. 
Its average current assets exceeded its average 
current liabilities by approximately $7.3 million. 
Historica lly, for the five year period, Western Pacific's 
working capital position has been adequate for conduct ­
ing orderly operat ions. 
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Year 

1964 

1965 

1966 

1967 

1968 

Total .Railway · .· 
Operating Revenues 

(000) 

$53,16.0 /" 

59,666 

63,95;1.. V'" 

59,051 

67,475 
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Taba _,7. 

WESTERN PACIFIC NET INCOME '!'REND 1964-1968 

Net Income Afte r 
'lbtal Railway Net Railway Income Available Fixed Charges and 

Operating Expenses Operating Income For Fixed Charges Other Deductions 
(000) (000) ~000) , "" ""'' 

$43,534 $5,378 $ 8,467 $6,093 

45,127 7,857 11,097 8,367 

48,299 8,344 11,426 8,637 

51,163 3,999 6,237 3,381 

54,621 6,234 8 ,4.6ll ~/" 5,651 
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Table 98 ~ 

WESTERN PACIFIC WJRKING CAPI TAL 1964-1968 

\-To r king 

Total To t al \oJorking Total Operating Expenses Monthly Average Working Capital 

Curr ent Assets Current Liabilities Capital Less Depre ciation Capital Requirement Rati o 

Year (000) (000 ) (000 ) (000 ) (000 ) 
- - -

1964 $21,772 $12 , 877 $8 ,895 $39, 650 $3, 304 1. 6 

1965 23 ,199 14, 035 9,164 41, 249 3, 43 7 1.5 

1966 23, 413 15, 663 7,750 43,789 3,649 1. 5 

(;.J 1967 21,093 15, 086 6, 007 46 , 283 3,857 1. 5 
0 w 

1968 21,634 16, 948 4, 686 49 , 670 4,139 1.2 



I nvestment· In · ~ , 
Property, Cash & M&S 

Year ~ 000 ) 

1964 $203 , 418 

1965 213 , 034 
I 

w 1966 219, 044 
~ 

1967 222 , 914 

1968 226, 298 

NA - Not available 

Table 99 

WESTERN PACIFIC RATE OF RETURN ON NE T INVES'IMENT IN 
TRANSPOR.TA TION PIDPERTY 1964-1968 

Depreciation & Net Net RaihJay Percent 

F. D. No . 22688 

Percent 
Amortization Investment Oper ating Income Western Pacific Wester n District 

(000) (000 ) (000 ) 

$53 , 976 $149, 442 $5 , 378 3. 60 3. 43 

55, 597 157, 437 7, 857 5.00 3. 85 

58,428 160, 616 8, 344 5.19 3. 93 

60 , 358 160 , 556 3, 999 2. 50 2. 73 

63 , 912 162 , 386 6, 234 3.84 NA 
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Rate of Return 

Table 99 . above shows Western Pacific ' s return on 

net investment in transportation property for the period 

1964- 1968 . In 1966 it reached a high of 5 . 19 percent 
which was substantially higher than the 3 . 93 percent 
recorded for the railroads in the Western District, but 
dropped to 2. 50 percent in 1967, which was somewhat 
lower than the 2.73 percent shown for the Western District . 

However , its average rate of return was about 4 .00 
percent for the five year period (1964-1968) , which was 

compara tively higher than the average 3 . 48 percent com­

puted for the Western District , from 1964- 1967 (1968 
not available ) . 

Long -Te rm Debt 

Western Pacific ' s total long- term debt ( inc luding 
amounts due and payable within one year ) for the five 

year period , 1964-1968, has averaged about $63 . 7 
million, annually . Its long- term debt due within one 
year for that period averaged about $4 mi llion annually . 

Table 97 shows that for the five year period con ­
sidered , funds generated by net income alone averaged 
$6 .4 million annually . On this basis , it is evident 
that Western Pacific's net income has historically 
been sufficient to service its equipment obligatio ns 
and other debt due within one year without resorting to 
the use of funds generated by charges to depre cia tion . 

Fixed Charges and Continge.nt Interest 

For the five year period 1964- 1968, We stern Pacific ' s 

fixed charges and contingent interest aggregated $13 .7 
million or an average of $2 .7 million annually . Its 
i ncome available for these charges amounted to $45 .7 
million or an annual average of $9 .1 million . On this 
basis its average annual income available for fixed 
charges was almost 3 . 5 times larger than its total fi xed 
charges for that period . 

Table 97 shows that h istorically, Western Pacific 
has generated sufficient net income from railway opera ­

t i ons alone , to meet its fixed charges without depending 
on income realized from other than railway operations . 

Debt- Equity Ratio 

Western Pacific ' s balance sheets for the five yea r 

period 1964 to 1968, disc lose that its ratio of total 
long- term debt to total long- term debt and stockholders ' 
equity never exceeded 33 percent ove r the entire period . 
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, Furthermore, based on a computation which includes 
Western Pacific's total debt as of December 31, 1968, it had 
a very favorable ratio of total debt to combined total debt 
and shareholders' equity of only 37.6 percent. 

Considering the financial data for the five year period 
1964-1968, Western Pacific's working capital position has been 
adequate for conducting orderly operations, its earnings have 
been sufficient to meet fixed charges and service its long­
term debt, and it has maintained a very favorable debt-equity 
ratio. 

Further, Western Pacific has paid dividends on its capital 
stock in each year from 1964-1968. Dividend payments to its 
stockholders for that period averaged more than $4 million 
annually and as of December 31, 1968, dividend payments 
amounted to $4.4 million or about $2.20 per share. 

Western Pacific is a financially sound carrier. 

Preliminary Findings and Conclusions 

Western Pacific operates as segments of both the central 
cor ridor and the Bieber Route, or "Inside Corridor." Only 
nominally a local traffic carrier, Western Pacific's stra­
tegic position stems from its ability to participate in (1) 
transcontinental traffic through the central corridor via its 
Salt Lake City gateway and (2) traffic moving between the 
Pa c ific Northwest and the Pacific Southwest via its Bieber 
a nd Stockton gateways. On the basis of the evidence discussed 
in t his section, it is impossible accurately to determine the 
amount of traffic moving through the central corridor on 
Western Pacific with a prior or subsequent haul from or to 
(1) the Pacific Northwest via Bieber, or (2) the Pacific South­
west via Stockton. Most of the traffic originated or termi­
nated by Western Pacific has its origin or destination in the 
area roughly bounded by and including San Francisco, San Jose, 
Stockton, and Sacramento. 

Over half of Western Pacific's interline carloads move 
through the Salt Lake City gateway. This volume however, is 
only about one-fourth as large as parallel Southern Pacific's 
total interchange at Ogden. Western Pacific interchanged 
113,271 cars in 1964 with Union Pacific and Rio Grande at Salt 
Lake City, and this amount in fact, was less than Southern 
Pacific's interchange in both 1963 and 1965 with Rio Grande 
only at Ogden, disregarding the much larger SP-UP interchange 
(over 300,000 cars) at Ogden. 

Despite its small size in t~ of both physical plant and 
traffic volume, Western Pacific is an efficient, modern, 
profitable and financially sound railroad.* 

*western Pacific's Annual Reports for 1969 and 1970 show that 
for the two years Western Pacific suffered a substantially 
deteriorated financial condition. 

In Western Pacific R. Co. Notes, 338 ICC 313 the carrier was 
authorized to issue short term notes in total amount of 
$6,000,000, the proceeds to be used f or working capital. 
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NORTHERN PACIFIC, GREAT NORTHERN, SP&S, 
BURLINGTON, FW&D AND C&S 

Each of the captioned carriers intervened in these 
proceedings as a separate entity and in its own right . 
Duri ng the pendency of the proceedings, in Great 
orthern Pac . & B. L--Merger - - Great Northern R . Co . , 328 

I .C.C. 460, the Northern Lines case , authority was 
ithheld for the proposed unification of the captioned 

interveners and , among others, also the Pacific Coast 
Railroad Company (Pacific Coast ). However, upon 
reconsideration and further hearing , 331 I.C . C. 228 
(November 30, 1967 ), authority was granted for the 
proposed unified system, through merger of the Great 
Northern , Northern Pacific , Pacific Coast and 
Burlington into the Great Northern Pacific & Burlington 
Lines , I nc . (Burlington Northern) . Sole or joint 
control of subsidiaries and affiliates of those merger 
partners wa s to be acquired by the new compa ny , as well 
as lease of the lines of railroad and other properties 
of the SP&S , and through such lease , sole or joint control 
over SP&S subsidiaries and affiliates . 

The Commiss i on's approval was sustained in United 
States v . United States and I nterstate Commerce Commission , 
296 F. Supp . 853 , and on February 2, 1970, by the 
Supreme Count in Northern Lines Merger Cases , 396 US 491 , 
decided February 2, 1970 . Consummation of the unifica ­
tion took place March 2, 1970 . 

Corporate History 

The corporate histories of the individual carriers 
whi ch now comprise the Burlington Northern system will 
be discussed first , followed by a description of the 
major subsidiaries and affiliates . 

Northern Pacific , which had its main office in St . 
Paul , was incorporated under Wisconsin laws on March 15, 
1870, and is successor to Northern Pacific Railroad 
Compa ny , a corporation chartered by special Act of 
Congress on J uly 2, 1864, to construct and operate a 
r ailroad from a point on Lake Superior to a point on 
Puge t Sound . 

Great Northern, which also maintained its principal 
off i ce s in St . Paul , Minn . , was originally incorporated 
under the territorial laws of Minnesota on March 1, 
1856, as the Minneapolis and St . Cloud Ra i lroad Company, 
a nd on September 18, 1889, the name was changed to the 
Grea t Northe r n . Previously, operati ons , dating back to 
1862, were conduc ted by prede cessors under different 
names . 
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Spoka ne, Portland & Seat tle was incorporated in 
Washing ton in 1905, with its main offices in Portland . 
Great Northern and Northern Pacific each owned 50 
percent of its capital stock and also 50 percent each 
of the capital stock of Midland Railway Company of 
Manitoba, a Canadian carrier not subject to the 
Commission ' s jurisdiction·. The SP&S, in turn is the 
sole owner of the Oregon Electric Railway -Company 
(Oregon Electric) a nd Oregon Trunk Rai lway (Oregon Trunk ). 
Recently, in Spokane , P . &S . Rt . Co . and Union Pacific R. R. 
Co .--Contro l, 334 I . C. C. 419 J une 6, 1969), the SP&S 
ac quired joint control of the Peninsula Terminal Company . 

The Burlington, wi th its main offices in Chicago, 
was inco r porated J une 24 , 1864 in Illinois, and was the 
successor, through consolidation, of the Aurora Branch 
Railroad , which had been formed in 1849 . Al though the 
compa ny had originally been formed to provide transporta ­
tion for an area in Illinois west and southwest of 
Chicago, the lines were later extended to reach the 
Mississippi River at Burlington, Iowa and Quincy, I ll . 

The Fort Worth & Denve r was originally planned 
t ogether with the Colorado & Southern to provide a route 
between Denver, Colb . , and the principal Texas cities 
of Dallas and Fort Worth, and thence to Houston and 
the Gulf . The FW&D was incorporated in 1873 under the 
laws of the State of Texas . The Texas law then required 
rai lroads in Texas to be bu i lt by Texas corporations , 
otherwise the C&S and FW&D probably would have been one 
corporatio n . The y were built as two segments of one 
railroad between Denver and Fort Worth and substantially 
all (99 . 9 percent ) of the stock of FW&D has been owned 
by C&S since it was formed . The C&S, in turn, was 
controlled through stock ownership , 75 percent , by the 
Burlington, this ownership now re siding wtth the parent 
corporation of the unified Northern Lines system, as 
earlier described . 

FW&D has a 12~ percent interest in the Houston 
\ 

Belt and Terminal Railway Compa ny and the Union Terminal 
Compa ny . C&S has a 16- 2/3 percent interest in the 
De nver Union Terminal -Rai lway, a 25 pe rcent interest 
i n the Pueblo Union Depot and Rai lroad , and a 50 percent 
interest in the Galveston Termi nal Railway . All of the 
above perform terminal or switching services . C&S also 
owns 20 percent of the Denver Market and Produce 
Te~mihal , .. ~I·i:tc .' , ~·a r:iohc'ar:r-r~r . 
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Pacific Coast was organized in Washingto n in 1932J 
and was solely owned by Great Northern . Pacific Coast 
served Seattle and King CountyJ Wash . J with 32 miles 
of road . ~ 

Subsidiaries and Affiliates 

The major carrier subsidiaries and affiliates of 
the merging partners other than those previously 
described and as are herein relevant J are shown below . 
As earlier notedJ sole or joint control of subsidiaries 
and affiliates of the merger partners was acquired by 
the unified companyJ but such control is shown below 
as held prior to unification . 

Carrier 
Stock Ownership 

'1:_ Control 

Northern Pacific : 
Midland Continental Railroad 

Company 
Camas Prairie Railroad 
The Duluth Union Depot & 

Transfer Company 
Walla Walla Valley Railroad 

Company 
Northern Pacific Transport Company 

Great Northern : 
Superior Transfer Company 
Pacific Coast Railroad Company 
Western Fruit Express 

Burlington : 
Winona Bridge Railway Company 
DavenportJ Rock Island & North 

Western Railway Company 
Keokuk Union Depot Company 
Atchison Union Depot & Railroad 

Company 
Paducah & Illinois Railroad Company 
Chicago Union Station Company 
I owa Transfer Railway Company 
Burlington Truck LinesJ Inc . 

Scope of OperationsJ Plant and Equipment 

50 
50 

100 

100 
100 

100 
100 
100 

66 . 67 

50 
40 

37 . 50 
33 . 33 
25 
20 

100 

The Burlington Northern system encompasses an area 
beginning~ Lake Michigan and Lake Superior extending 
westward along the United States -Canadian border to the 
Pacific Northwest including the area south to the line 
from Denver to St . Louis through Kansas City and also 
south to the Gulf Coast from Denver . More specificallyJ 
the major routes of the unified system extend from 
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Chicago ( also Duluth-Superior) to Seattle, Tacoma , and 
Portland through the Twin Cities, Fargo, N. Dak . , 
Havre Mont . (also Bismarck, N. Dak. and Billings , 
Mont .) , Spokane and Everett, Wash. ( also Yakima , Wash . 
and als o over the SP&S to Wishram, Wash.), and connect ­
ing with the above -described routes at Billings , the 
former Burlington routes extended from Chicago, St . 
Louis and Kansas City through Omaha or Lincoln and 
Alliance, Nebr . Other former Burlington routes r an 
from Chicago to St . Louis, Kansas City and St . J oseph 

in addition to Omaha . Atfue latter two points, routes 
extend westward converging at Oxford , Nebr ., and 
continuing to Denver . From Billings , a route extends 
southward through Laurel, Mont . , to Wendover, Wyo . , 
the r e connecting with the Colorado & Southern line , 
which runs southward through Cheyenn~ ,Denver and Pueblo 
to Six~la, N. Mex ., connecting with the Fort Worth and 
Denver main line which continues the route to Houston 
and Galveston through Fort Worth and Dallas, including 
the Joint Texas Division, jointly operated with Rock 
Island, as described in the earlier section on Rock 
Island ' s scope of operations . Other important routes 
extend from Portland to Eugene; from Wishram to Bieber, 
through Chemult and Klamath Falls ; and from the Twin 
Cities (also Duluth-Superior ) to Omaha, through Sioux 
Ci ty . 

Road mileages as next discussed are subject to 
dup l ication resulting from trackage ri~hts and other 
contractural agreements with respect to lines over 
which any two or more of the separat e Northern Lines 
carriers operated . As of December 31, 1968, the Grea t 
Northern (including Pacific Coast ), Northern Pacific, 
Burlington , Spokane , Portland & Seattle (inc luding 
Oregon Electric and Oregon Trunk ), Colorado & Southern, 
and Fort Worth & Denver operated a total of 26,528 
miles of road (including 1,980 under trackage rights ) 
in 19 States and 2 Canadian Provinces as follows : 
Il linois - 1, 620 ; Kentucky- 12; I owa - 1 , 077 ; Missouri - 1,283 ; 

Minnesota - 3,271 ; Wisconsin- 352; North Dakota - 3 , 473; 
South Dakota - 546; Nebraska-2,644; Kansa s-218; Montana-
3 , 581; Wyoming - 864 ; Colorado - 902 ; I daho- 480; Washington-

3,738; Oregon - 721; California - 100; New Mexico-83; Texas -
1, 280; Brit i sh Columbia - 134; and Mani toba-149 . Subject 
to the same types of duplications of mileage, actual 
track mileage at the close of 1968 for the above-named 
carrie r s totaled nearly 39, 600 miles . 

The above - named carriers in 1968 operated a total 
of 2, 082 diesel locomo tive s , including 537 freight 
units , 208 passenger units , 921 mult iple pu~pose units, 
and 416 switching units . The combined car fleet of 
125, 925 cars included 67,404 box cars , 10 , 181 gondolas, 
18,129 ope n hoppers , 10,728 cove red hoppers, 227 ta nk 

cars, 2,650 refrigerator cars, 3 , 995 stock cars, 24 

autoracks , 12,518 flat cars and 169 others . Total 

carrying capacity amounted to 7,566, 677 tons . 
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Freight T~affic : Northern Pacific , Grea t Northern, 
Burlington and SP&S 

NOTE : In the earlier sections of this report 
dealing with North Western-Great Western and Sou t hern 
Pacific - Cotton Belt freight traffic , it was explained 
why certain traffic statistics for two or more carri ers 
cannot be combi ned with reasonable validity . This 
problem would be present here too in the case of the 
above - captioned carriers in any att empt to combine 
their respective traffic statistics to show a pro forma 
approximation of Burlington Northern 1 s freight traffic 
volume by commodities , tonnage, class of movement , etc . 
Such statistics therefore are analyzed separately for 
each carrier in the follow ing discussion . Because 
Northern Pacific , Great Northern and Burl ington were 
merger partners and because the properties of SP&S are 
now leased by the merged carriers , the four railroads 
are grouped here followed by separate discussions of 
Colorado & Sou thern and Fort Worth & Denver, which 
remain separate operating subsidiarie s of Burlington 
Northern . 

In terms of tonnage and over the five - year period 
1964- 1968, Northern Pacific , Great Northern, Burlington 
and SP&S all reached peaks in 1966 . Only Great 
Northern experienced a net decline in annual tonnage 
hauled over the entire period from 47 . 0 million revenue 
tons in 1964 to 44 . 8 million in 1968. For each of the 
carriers, freight revenue showed a net increase for the 
period with a peak, except for Burlington , in 1966 . 
The 1968 revenue tonnage and freight revenue for each 
carrier were : Northern Pacific , 31 . 5 million revenue 
tons and $195 . 9 million; Great Northern, 44 . 8 million 
and $241 . 0 million; Burlington, 59 . 4 million and 
$247 . 3 million (record high); and SP&S, 11.0 million 
and $36 . 5 million . 

The following table shows the 1968 total carloads 
and proportionate share of total carloads represented 
by each class of traffic for each of the four subject 
carriers . 

Table lOO 

CARLOAD TRAFFIC, GN, NP l CB&Q1 AND SP&S 
CARLOADS AND PROPORTIONATE SHARE BY CLASS 

.. Eevcent _of Total Carloads Total 
~' - I nterline Interline Carloads 

Local Orig. Term. Overhead ~1 00~~ 
34 27 26 13 700,335 
22 44 19 15 862,794 
29 28 19 24 1,324, 970 

7 26 22 45 267 , 217 
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I t is apparent from the above table that Northern 
Pacific and Great Northern carried relatively little 
bri dge traffic . Northern Pacific had a substantial 
amount of local traffic , and over half its carloads 
were interline and either originated or terminated on 
line . Great Northern was predominantly an originator 
of interline traffic (44 percent of its total carloads) 
with the second largest volume of traffic being local . 
Burlington's traffic was quite evenly divided among the 
four classes of traffic . SP&S , however , clearly was a 
carrier dependent on interline movements , pr marily 
overhead (bridge ) traffic . Local traffic diminished 
somewhat in relative importance over the 1964- 1968 
period for each of the carriers shown in Table 100. 

I t isunnecessary to detail the evidence showing the 
commodity consists of freighttraffic handled over the 
years by these carriers . I n 1964, Burlington received 
approximately 44 percent of gross freight revenue from 
"Manufactures and Miscellaneous" traff c, principally 
inte rline, while "Products of Agriculture " contributed 
22 percent a nd "Products of Mine ," 15 percent . 

For 1965, Great Northern's gross freight revenue 
was derived from a wide variety of commodities with only 
two grou~s contributing over 10 percent of the total , 
namely, 'Wheat " (14 percent) and "Lumber , shingles & 
lath" (12 p ercen t ). SP&S, in the same year , had gross 
frei ght revenues from o nly two groups which exceeded 10 
percent of the total : "Lumber and Wood Products " 
contributed 44 percent , and "Farm Products " contributed 
14 percent. Obviously, SP&S is heavily dependent on 
lumber indust ry traffi c . Northern Paci f i c did not 
include in its evidence commodity data of the nature 
here discussed , despite the fact such d ata were requested 
in t he s e proceedings (Commission ' s Report and Order o n 
Pre - hearing Conference dated March 31 , 1966, item D, 
l La_7 ib_/ ) from carriers seeking affirmative relief , 
of which Northern Pacific is one . 

With merger of two largely parallel lines (NP and 
GN) and a third line ( CB&Q) which f o r ms an end - to - end 
connection to both parallel lines , together with the 
lease of the lines of SP&S by the merged company, it i s 
obvious that frei ght service routes will change in order 
to make optimum use of the many route s now available 
for single - line service . Of the aforementioned carriers , 
only Great Northern and Northern Pacific submitted 
traffic density evidence . Briefly, and as here pert inent , 
it is noted that the f ormer parent companies ' traffic 
was primarily eastbound . Gre at Northern's transcontinental 
route beginning at Everett , Wa sh ., north of Seat t le, 
eastward to Spokane, handled 4 .7 million gross tons per 
mile eastbound vs . 5 . 6 million westbound and from 
Spokane (principal interchange with SP&S ) to the Twin Cities, 
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e a stbound density generally ranged from about 8 to 10 
mi llion gross tons per mile vs . about 6 to 9 million 
westbound , with slightly heavier density over a few 
short , intermedi ate segments of line . Great Northern ' s 
route from Bend , Oreg ., to Biebe r handles slightly 
ove r 2 million gross tons per mi le i n either d i rection . 

Northern Pacific , from Auburn , Wash ., south of 
Seattle , to Spokane , handled app r oximately 5 .0 to 5. 6 
mil lion gross tons eastbound per segment (segments are 
of varying length and the NP evidence does not average 
gross tons by mileage ) and s l ight l y less than 5 million 
gross tons westbound . Between Spokane and the Twin 
Cities , traffic movi ng eastbound ranged from 7 .8 to 
10 . 6 million gross tons , increasing toward the Twin 
Ci ties , and westbound , density ranged between 5 . 3 and 
7 . 6 million gross tons . Stated as a systemwide density, 
loaded car - miles eastbound for Northern Pacific 
represented 61 . 7 percent of total loaded car - miles . 

(GN data - f~r 1965, NP data for 1964). _ . 

With respect to major interchanges , this analysis 
i s first directed to interchanges as they existed 
between Northern Pacific , Great Northern, Burlington 
and SP&S , after which are discussed the interchanges 
between the named carriers, on the one hand , and , on the 
other hand, the carriers actively· participating in these 
p roceedings . The interchanges with subsidiaries Color ado 
& Southern and FW&D are later discussed in the 
separate sections dealing with those carriers . 

SP&S did not submit interchange evidence and the 
i nstant d i scussion relies on such evidence submi tted 
by GN, NP, and by other carriers who interchanged 
substantial quantities of traffic with SP&S . Great 
Northern ' s interchange data a r e for_-1965, whi le 
Northern Pacific submitted 1964 data . Great Northern ' s 
interchange data covering carloads and commodities and 
also its origin and destination point data covering 
carloads originated and terminated, are limited in 
usefulness by Great Northern ' s refusal on the record to 
include certain data which it contends would violate 
the disclosure provisions of section 15(11 ) of the Act . 
The data excluded are ( l ) carloads and commodities 
interchanged with shipper owned or controlled connec ­
tions and ( 2 ) carloads originated or terminated at 
certain stations , neither the number of cars nor the 
stations being separately shown but rather as aggregates . 
Burlington ' s interchange data are for 1965 . 

I n 1965, Great Northern and SP&S interchanged 
59, 596 cars , of which 37, 114 constituted bridge movements 
over Great Northern . The bulk of the traffic (49, 385 
cars ) was interchanged at Spokane . In 1964, Northern 
Pacific and SP&S (including subsidiaries ) interchanged 
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37,706 cars at Pasco , Wash .; 24, 877 at Spokane; and 
3,200 at Portland . Of the foregoing 65, 803 cars inter­
changed, 42 , 068 cars moved overhead to Northern Pacific . 
The 1965 SP&S interchange with Great Northern repre ­
s ented about eight percent of the latter's interline 
carloads , while the 1964 interchanges at Pasco, Spokane 
and Portland with Northern Pacific constituted 15 
percent of Northern Pacific interline cars . 

Great Northern's and Northern Pacific's major 
interchanges with Burlington were at Laurel, Mont . , on 
the west, and the Twin Cities on the east . In 1965, 
Burlington interchanged 83 ,766 cars at Laurel with 
Great Northern and Northern Pacific, its only connec ­
tions at that station. Great Northern and the 
Burlington interchanged 67 , 045 cars in the Twin Cities 
area and 28,133 cars at Sioux City in 1965, comprised 
principally of traffic originating or terminating on 
Great Northern. In 1964, Northern Pacific and 
Burlington interchanged 55, 352 cars in the Twin Cities 
area , of which 39, 804 cars originated or terminated on 
Northern Pacific. 

Based on Great Northern ' s evidence , the Great 
Northern and Northern Pacific interchanged a total of 
34,782 cars with each other, and only the Duluth­
Superior (including Allouez, Wis .) interchange exceeded 
5,000 cars , amounting to 7,436 cars in 1965 . 

Next for consideration are the interchanges between 
Great Northern, Northern Pacific, Burlington and SP&S 
on the one hand, and, on the other hand , the carriers 
actively participating in these proceedings . As stated 
before SP&S submitted no interchange evidence , and the 
examiner must rely on the evidence filed by the 
carrier parties which interchange with SP&S and which 
data ~e shown in respective sections covering those 
carriers' interchanges; specifically, the earlier 
sections for Southern Pacific and Union Paci fic and in 
a later section for Milwaukee . 

At Portland, both Great Northern and Northern 
Pacifi c interchange substantial numbers of cars with 
Southern Pacific : In 1965, Great Northern and Southern 
Pacific interchanged 26,233 cars, and in 1964, 
Northern Pacific and Southern Pacific interchanged 
78,3 ~3 cars . In each case, the traffic primarily was 
t hat which originated or terminated on either GN or NP. 
With respect to Northern Pacific, the Southern Pacific 
interchange involved 17 percent of Northern Pacific ' s 
interline carloads . Great Northern's evidence shows 
that much of the Southern Pacific interchange traffic 
is wood, pulp and paper products, and food and kindred 
products . The earlier section covering Southern Pacific's 
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interchange data indicates that most of the GN and NP 
traffic had its origin or destination on Southern 
Pacific . It is clear that most of the traffic i nter ­
changed at Portland includes that which (1 ) if 
originated on Southern Pacific terminates on Great 
Northern or Northern Pac i fic and ( 2 ) if origi nated o n 
Great Northern or Northern Pacific terminates on the 
Southern Pacific . On the Bieber Route at Chemult , 
Great Northern and Southern Pacific interchanged 7 , 831 
cars . 

Great Northern and Northern Pacific interchanges 
with Union Pacific were each approxi mately 1 , 000 cars 
or less at both Portland and Seattle . At Spokane , 
Great Northern interchanged 9 , 154 cars with Union 
Pacific , of which 7 , 082 were originated on Great 
Northern lines . Similarly, of the 3 , 906 cars inter­
changed with Spokane International at Spokane , 1 , 990 
originated on the Great Northern . Northern Pacific 
interchanged 1 , 340 cars with Union Pacific and 2 , 561 
cars with Spokane International at Spokane and here 
again, all but 501 cars interchanged with Union Pac i f i c 
and its subsidiary either originated or terminated on 
No rthern Pacific . All of the interchanges between 
either Great Northern or Northern Pacific , on the one 
hand, and , Milwaukee on the other hand , amounted to 
less than 900 cars each at Seattle , Spokane and Butte . 
The Bieber gateway accounted for an interchange between 
Great Northern and Western Pacific of 67 , 084 cars of 
which nearly 80 percent either originated or terminated 
on Great Northern . 

Burlington's 1965 interchange data were limited to 
gateways at which a total of 5 , 000 or more cars were 
interchanged at major gateways at which the carrier 
interchanged with Union Pacific ~ Rock Island , Rio 
Grande, North Western, Santa Fe and Colorado & Southern . 
Interchanges were shown as totals for each named 
carrier at each gateway . More complete information 
concerning these interchanges are shown in the preceding 
sections covering the named carriers other than C&S, 
which is discussed l ater (not all, however , utilize 
1965 data) . The following list shows interchanges of 
more than 10, 000 cars with the above - named carrie rs, by 
gateways , and the percentage of Burlington ' s total 
interline carloads (1965) represented by the interchange . 
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Connecting %:_ of·:. total CB&Q 
Gateway Carrier Carloads interline cars 

Ka nsas City RI 16, 884 1.8 
AT&SF 38, 751 4 . 1 

De nver D&RGW 73 , 714 7 . 8 

Grand I sland UP 98, 197 10 . 4 

Omaha - Council Bluffs -
Fremont UP 11 , 975 1.3 

C&NW 21,570 2 . 3 

I nterchanges between all connecting carriers and 
the Burlington totaled 324, 037 cars at Chicago (including 
Eola and Congress Park, Ill . ) ~ 154, 266 at Omaha - Council 
Bluffs - Fremont - Grand Island , 113 , 355 at Denver, 115, 324 
at St . Louis - E . St . Louis , 125, 644 at the Twin Cities , 
29, 558 at Peoria , and 157,911 at Kansas City . The 

·Grand I sland interchange with UP is heavier westbound 
and much of it is freightforwarder traffic . Other 
gateways at which more than 5,000 cars were interchanged 
were ( l ) primarily interchanges with Northern Lines 
carriers as earlier detailedr or ( 2 ) gateways at which 
a total of from 5 , 000 to about 11,000 cars were 
interchanged . 

The Burlington interchanges at the . Twin Cities 
with Rock Island and North Western amounted to only 24 
cars and 926 cars, respectively, out of the total 
interchange of 125, 644 cars . As noted earlier, 
Burlington interchanged 67,045 cars in 1965 with Great 
Northern and 55, 352 cars in 1964 with Northern Pacific 
at the Twin Cities . Despite the different years for 
which the data were shown, it is clear that the Twin 
Cities interchanges for Burlington overwhelmingly 
consisted of traffic moving to and from its parent 
carriers 1 lines . The Twin Cities interchanges for Great 
Northern and Northern Pacific , however , show that the 
two carriers interchanged a considerable volume of 
traffic with other railroads in addition to Burlington, 
as shown below ( total volume interchanged ranked in 
descending order, by connecting carrier ): 
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Table 101 

GREAT NORTHERN AND NORTHERN PACIFIC I NTERCHANGES 
AT TWI N CITIES* 

orthern Line Connecting Carloads 
Carrier Carrier Deliver ed Rece i ved Tota l 

Great Northern C&NW 45~ 837 17 ~ 888 63 ~ 725 
(1965 data) Soo 1 4 ~ 348 6 ~ 368 20 ~ 7 16 

MILW 13 ~ 2 1 1 7 ~ 137 20 ~ 348 
MN&S 12,797 7 ~ 177 19 ~ 974 
RI l0 z 99~ 8z06l l 9z026 
Total 97zl8 4tizb3l 143 , 812 

•• orthern Pacific C&NW 43 ~ 004 19 ~ 518 62 , 522 
(1964 data ) MI LW 15 ~ 073 6 ~ 686 21 , 759 

MN&S 1 4 ~772 5, 540 20 , 312 
Soo ll , 864 4 ~ 684 16, 548 
RI 6 z 8~2 2z031 ll z883 
Total 9lz.322 41 , 429 l33 z024 

*Excludes interchanges between, variously , Great 
Northern , Northern Pacific and Burlington . 

Bearing out the earlier discussion of the predomi ­
nantly eastbound traffic handled by Great Northern and 
Northern Pacific over their main routes ~ Table 101, 
above , shows that interchanges between those carriers 
and their connections at the Twin Ci ties consist of 
more than twice as many cars delivered to ~ than are 
received from the connections named in the table . Among 
t he connecting carriers shown, North Western by far 
interchanged the most traffic with Great Northern and 
Northern Pacific ~ and , in fact ~ the North Western 
interchange with Northern Pacific exceeded that between 
the latter carrier and the Burlington (62, 522 cars vs . 
55 ~ 352 ) . Most of the traffic interchanged by Great 
Northern and Northern Pacific at the Twin Cities either 
originated or terminated on their own lines . 

At Duluth-Superior ~ Great Northern and Northern 
Pacific interchanged primarily with carriers other than 
those participating in these proceedings and between 
themselves . Soo interchanged 1, 898 cars with Northern 
Pacific and 3 ~ 741 with Great Northern . Remaining gate ­
ways not heretofore discussed were of considerably less 
importance with regard to traffic volume , the largest 
single interchange being 4 ~ 007 cars moving between 
Great Northern and Illinois Central at Sioux City . 
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Most of the Great Northern and Northern Pacific 
major origin and destination stations for both local 
and interline traffic are located in Washington , 
Montana, and Min~esota . Burlington and SP&S evidence 
did not include origin and destination data in comparable 
form . 

A financial analysis for the years 1964- 1968, for 
each of the aforementioned carriers is furnished below, 
based on each carrier ' s Annual Report Form A, filed with 
the Commission for the respective years . 

Financial Status of Northern Pacific 

Northern Pacific ' s general balance sheet as of 
December 31 , 1968, shows total assets of $1 , 090 . 9 
million , comprised of current assets $87 . 7 million, 
including, among others , cash $1 . 2 mi llion and temporary 
cash investments $31 . 1 million; special funds $4 . 2 
mi llion; investments $178 . 9 million including other 
investments $4 . 9 million and investmentsin affiliated 
companies $173 . 9 million; total properties less deprecia ­
t ion and amortization $812 . 3 million; and other assets 
and deferred charges $7 . 8 million . Liabilities and 
shareholders ' equity are comprised of current liabilities 
$47 . 6 million , including audited accounts and wages 
payable $7 . 1 million and accrued taxes $12 . 8 million; 
long- term debt $303 . 8 million including $1 5 . 1 million 
due within one year ; reserves $5 . 5 million; other 
liabilities and deferred credits $2 mill ion; and 
shareholders ' equity $732 million, which consists of 
capital stock $29 . 9 million, capital surplus $261 . 3 
million and retained income $440 . 8 million . 

Northern Pacific ' s income statement for the 
year 1968 shows total railway operating revenues $210 . 0 
million with total railway operating expenses $177 . 5 
million, resulting in an operating ratio of 84 . 50 
percent . Net railway operating income of $14 . 5 million 
plus income (net ) realized from other than railway 
operations amounted to $41 . 4 million which was available 
for the year 1968 . Its net income after fixed charges 
and other deductions amounted to $25 . 2 million, which 
is more than sufficient to service long- term debt due 
within one year of $15 . 1 million . Northern Pacific ' s 
ratio of total debt to combined total debt and share ­
holders' equity was a very favorable 32 . 9 percent as of 
December 31 , 1968 . The foregoing financial discussion 
discloses that the Northern Pacific ' s financial position 
as of De cember 31 , 1968, was sound . 
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Table 102 following , shows Northern Pacific ' s 
results of operations for the five year period 1964-
1968 . For that period of time its operating ratio 
averaged about 84 percent which was above the Western 
District ' s average of 77 . 8 percent for the same period . 
The record discloses (Annual Report Form A) that the 
net income it derived from nontransportation property 
amxntedto an average of some 58 percent of its income 
available for fixed charges over the five year period 
(1964-1968) , which co ntributed greatly to its 
financial stabili ty . Its current assets exceeded its 
current liabilities to the extent that its working 
capital position was adequate for conducting orderly 
operations . Total debt trend for that period , based 
on a ratio of total debt to combined total debt and 
stockholders' equity did not exceed 33 . 4 percent . 
Funds were available to service its long - term debt due 
within one year from net income alone without using any 
funds generated by charges to depreciation and it has 
had no difficulty in meeting its fixed charges for the 
five y ear period 1964- 1968 . 

The Northern Pacific has maintained a relatively 
healthy position for the five year period from 1964 to 
1968 . 
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Table 102 

NORTHERN PACIFIC INCOME TREND 1964-1968 

Total Net F~ilway 
Operating Expenses · Operating Income 

(000) (000) 

Income Available 
For Fixed Charges 

(000) 

1964 $184,301 $157,242 $12,879 $34;570 
1965 197,913 163,703 18,153 39,144 
1966 210,190 168,698 21,041 42,363 
1967 197,215 171,402 13,326 35,794 
1968 210,001 177,449 14, 491 38,255 

NORTHERN PA CIFIC IDRKING CAPITAL 
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Net Income After 
Fixed Charges and 
Other Deductions Operating 

(000 ) Ratio 

$23;501 
28,033 
39,674 
23,456 
25,185 

85.32 
82. 7l 
80.26 
86 .91 
84 .50 

Total Total Working Total Operating Expenses Monthly Average lvorking Working 
Current Assets Current Liabilities Capital Less Depreciation Capi tal Requirement Capital Ratio 

Year (000) (000) (000) (000) (000) -
1964 $120,841 $46,929 $73,911 $142,512 $28, 502 2. 8 
1965 117,259 42,175 75,084 148,314 29, 662 2.8 
1966 127,647 45, 898 81,749 153,724 30,744 2.8 
1967 101,689 42,997 58; 692 155,472 31,094 2.4 
1968 87z654 47,611 40z043 160, 841 32zl68 1.8 

NOR'lHERN PACIFIC RATIO OF 'TOTAL DEBT 'IO 'TOTAL DEBT & S10 CKHOLDERS 1 EQUITY 

1964 .... % 1965 ... % 1966 ... % 1967 - % 1968 -(000) - (000) (000) (000) (000) 

'IOTAL DEBT $ 343,612 33.4 $ 341,358 32.7 $ 356,165 33.2 $ 360,868 33.3 $ 358, 605 

s 'IOCKHOLDERS I EQUI'IY 685 ,on 66.6 702,273 67.3 717,391 66.8 723' 195 66 .7 ?_32 ' 02?._ ·----· 

% 

32 . 9 

67.1 

'IOTAL $ 1,028,683 100 .o $l,043,63l 100 .o $1,073,556 100 .0 jp.,084,063 100.0 $1., 090, 634 100.0 
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nancial Status of Great Northern 

Great Northern ' s general balance sheet as of 
ecember 31 , 1968, shows total assets of $1 , 053 . 4 

Jillion, comprised of current assets $105 . 9 million , 
including among others cash $592, 627 and temporary cash 
investments $61 . 8 million; specia l fu nds $5 . 9 mil lion; 
lnvestments $175 .1 million including other investments 
7 . 9 million and investments in affiliated companies 
167 .3 million; total properties less depreciation and 

amortization $755 . 9 million and other assets and 
deferred charges $10 . 6 million . Liabilities and 

ha r eholders ' equity are comprised of current liabilities 
59 . 2 million, including audited accounts and wages 
ayable $6 .7 million and accrued taxes $16 .1 million; 

long- term debt $266 .1 million which includes $9 . 6 
Jillion debt due within one year ; reserves $13 . 7 mill ion; 
other liabilities and deferred credits $3 .4 million ; 
and shareholders ' equity $711 million, which consists 
of capital stock $271 . 8 million; capital surplus $1 
~llion and retained income $438 . 2 million . 

Great Northern's income statement for the year 
1968, shows total railway operating revenues $266 .3 
lil lion, with total railway operating expenses $217 .3 
Jillion . Net railway operating income of $20 . 6 million 

lus income ( net) realized from other than railway 
operations amounted to $31 . 6 million which was available 
fo r payment of fixed charges of $9 .8 million for the 
yea r 1968 . I ts net income after fixed charges and other 
deductions amounted to $21 . 8 mill i on, which is 
sufficient to service bng- term debt due within one year 
of $9 . 6 mill i on . Great Northern ' s ratio of total debt 
to combined total debt and shareho l ders ' equity was a 
ve ry favorable 32 . 5 percent as of De cember 31 , 1968 . 
Based on the above financial data , Great Northern ' s 
financial posture as of December 31 , 1968, wa s 
favorable . 

Table 103 following , shows the results of Gr eat 
Northern's operations for the five year period 1964-
1968 . For the five year period its operating ratio 
averaged about 78 percent; its current assets exceeded 
its current liabilities to the extent that its working 
capital position was more than adequate for conducting 
orderly operations ; its ratio of total debt to combined 
total debt and stockholders' equity did not exceed an 
average of 32 percent for that period ; net income alone 
was sufficient to service its long- term debt due within 
one year and it has historically had no difficulty in 
meeting its fixed charges . 

Great Northern ' s financial data discussed above 
indi cate that it has enjoyed profitable operat i ons from 
1964 to 1968 and it has maintained a favorable financial 
pos ition . 
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TablE 10) 

GREAT NORTHERN INCOME TREND 1964-1968 

Total Total 
Operating Revenues Operating Expenses 

Year (000) (000) 

Net Railway 
Operating Income 

(000) 

Income Available 
For Fixed Charges 

(000) 

1964 
1965 
1966 
1967 
1968 

$250,388 $194,956 ~5 ,467 $37 ,008 
265,630 200, 682 33,0h0 45,372 
281,857 207,857 32,288 h5, 428 
260,243 212,853 15,592 28' 492 
266,305 217,280 37,820 31,619 

GREAT :JO RTHERN WO RKING CAPITAL 

Ne t Income After 
Fixed Charges and 

F. D. No . 22688 

Other Deductions Operating 
(000) Ratio 

$28,866 
36;910 
36,547 
19;323 
21,800 

77.86 
75.55 
73.77 
81.79 
81.59 

Total Total Working Total Operating Expenses l';'Jonthly Average \vorking 
Current Assets Current Liabilities Capital Less Depreciation Capi tal.LRequirement :, Working 

Year (000) (000) (000) (000) (000) Capital Ratio 

1964 $112,255 $51,431 $60,824 $178,947 $14,896 2.2 
1965 130,243 54,301 75,942 183,714 15,310 2.4 

. 1966 122,442 57,663 64,779 190,994 15,916 2.1 
1967 103,824 57,304 46,520 194,831 16,236 1.8 
1968 105z871 59zl66 46z705 198z464 16,539 1.8 

RATIO OF 'IDTAL DEBT 'ID TOTAL DEBT & S'IDCKHOLDERS' EQUITY 

1964 .. % 1965 - % 1966 - % 1967 - % 1968 - % 
(000) .{000) (000) (000) (000) 

'IOTAL DEBT $313,298 - 32 $ 329,928 - 32.1 $ 330,597 - 31.9 $ 337,061 - 32.3 $ 342,381 - 32.5 

S'IDCKHOLIJERS 1 EQUITY 664,911 -68 686,029 .. _67. 9 705,662 - 68.1 707,508 - 67.7 711,042 - 67.5 

'IOTAL $97~0~ -100 $1,010,957· -100 .o $1,036,259 -100 .o $1,044,569 -100 .o $1,053,423 -100 .o 
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Financial Status of Burlington 

Burlington ' s general balance sheet a s of 
December 31J 1968J shows tota l assets of $937 . 9 mi llionJ 
comprised of current assets $69 . 5 mill i on J inc luding 
among others c ash $3 . 8 million and temporary cash 
investments $15 . 2 million j spec ial funds $3 . 5 millionj 
investments $56 . 4 million inc luding other investments 
$278J794J a nd investments in affiliated companies $56 . 1 
mi llion j total properties less deprec ia t i on and 
amortizat ion $799 . 1 mill i on and other assets and 
deferred charges $9 . 4 mill i on . Liabilities and 
shareholders ' equity are compri sed of current liabilities 
$48 . 9 millionJ including aud i ted accounts and wages 
payable $7 . 9 millionmd accrued taxe s $9 . 8 million j long­
term debt $267 . 1 million i ncluding $17 . 9 million due 
within one year j reserves $5 . 6 millionj other liabilit i es 
and deferred credits $4 . 5 millionj and shareholders ' 
equity $611 . 8 millionJ which cons i sts of capital stock 
$170 . 8 million and retained income $441 million . 

Burl ington ' s income statement for the year 1968 
shows . total railway operating revenues $284 . 8 millionJ 
with total railway operat ing expenses $227 . 9 ,mill i on . Net 
railway operating income of $21 . 7 million plus income 
(net ) from other than railway ope rations amounted to 
$27 . 1 million which was availab l e for payment of fixed 
charges of $11 . 8 million for the yea r . I ts net income 
after fixed charges and other deduct ions amounted to 
$15 . 3 millionJ which is more than su fficient to service 
lo ng - term debt due wi thin one year of $17 . 9 million . 
Burlington ' s ratio of total debt to combined total debt 
and shareholders ' equity was a very favorable 34 . 8 
percent as of December 31 J 1968 . Burlington's 
fi na ncial condition as of December 31 J 1968J was a 
healthy one . 

Table 104 following J shows Burlington ' s results of 
operations for the five year period 1964- 1968 . For 
that period of t i me its operating ratio averaged 80 
percent which i s somewhat higher than the average 77 . 8 
percent computed for the railroads in the Western 
District . Although its operating effic i ency appears to 
be less favorable than the average railroad in the 
Western District J on the other hand J its current assets 
exc eeded its current liabilities to the extent that its 
working capital position was adequate for conduct ing 
or derly operations j its total debt trend for that period J 
based on a ratio of total debt to combined total debt 
and stockholders ' equity did not exceed 34 . 8 percent j 
fu nds from net income alone have been availab l e to service 
its long- term debt due within one year and it has realized 
no difficulty in meeting its fixed charges for the 
peri od from 1964 to 1968 inclusive . 

HistoricallyJ for the fi ve year period discussed J 
Burlington ' s financial condition has been a comparatively 
healthy one . 
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Table lOu 

BURLINGTON INCOME TREND 1964-1968 

Net Income After 
Total Total Fixed Charges and Operating 

Operating Revenues Operating Expenses Ot her Deductions Ratio 

Year (000) (000) 

Ne t Raihiay 
Operating Income 

(000) 

Income Available 
For Fixed Charges 

(000) (000) 

1964 
1965 
1966 
1967 
1968 

$267,380 $217,259 $24,000 $28 ,234 $20,355 
270,453 221,833 20,424 24,$22 16, 693 
289,622 227, 623 28 ,706 33,367 23,811 
277,084 22S,SS2 18,757 24,926 14, 251 
284,752 __ 22 7, 962 21) 668 ___ __ __ ~_7,1_07__ lS ,300 

BURLINGTON WJ RKING CAPITAL 

81.25 
82.02 
78.59 
81.40 
80.06 

Total Total Working Total Operating Expenses Monthly Average Working 
Current Assets Current Liabilities Capital Less Depreciation Capital Requirement 'Horking 

Year (000) (000) (000) (000) (000) Capital Ratio 

1964 $102,581 $51,839 $SO, 742 $196, 574 $16,381 2.0 

1965 91,447 46,371 45,076 200,061 16, 672 2.0 

1966 80,474 57,894 22,580 205,992 17,166 1.4 

1967 75,320 48,716 26,604 203,445 16,954 LS 

1968 69zS34 48z963 11zS71 205,262 17,105 1.4 
BURLllmTON RATIO OF 'IDTAL DEBT 'ill TOTAL DEBT & S'IO CKHOLDERS' EQUITY 

1964 ... % 1965 - % 1966 - % 1967 - % 1968 - crt 
fO 

(000) (000) (000 ) (000) (000) 

TOTAL DEBT $286,047 .. 32.8 $294,426 ... 33.3 $323,129 - 34.7 $325 , 855 ... 34.8 $326,069 ... 34.8 

s 'IDCKHOLDERS I EQUITY 587,339 .. 67.2 589,949 - 66.7 607, 917 ... 65._,2 609t354 - 65 .2 6lll842 - 65 .? 

'IDT/1.1 $873,386 -100 .. 0 $884 ,375- -100.0 $931,046 -lQQ. O $935 ,209 -lQQ.O $937,911 -100.0 



F . D. No . 22688 

nancial Status of Spokane , Portland & Seattle and Affiliates 

SP&S 1 s balance sheet as of December 31, 1968, 
.ows total assets aggregating $145 . 9 million comprised 

current assets $18 . 3 million, including among others 
s h $3 . 5 million and temporary cash investments $2 . 4 
l lionj special funds $143 , 136 j investments $2 . 4 
! lion including other investments $1 . 3 million and 
vestments in affiliated companies $1 . 1 millionj 
t al p r operties less depreciation and amortization 
23 . 9 million . Liabilities and shareholders ' equity 
·e comprised of current liabilities $12 . 2 million, 
e luding audited accounts and wages payable $1 . 7 million 

. .d accrued taxes $1.4 millionj long- term debt $47 . 8 
l lion including $1 . 4 million due within one year j 
s erves $223 , 276j and liabilities and deferred credits 
. 1 millionj and shareholders ' equity $84 . 7 million, 

dch consists of capital stock $40 million , capital 
rplus $9 . 3 million and retained income $35 . 4 million . 

SP&S's income statement for the year 1968, shows 
t al railway operating revenues $39 . 7 millionj with 
tal railway operating expenses $31 . 4 million, resulting 

~ an operating ratio of 79 . 14 percent . Net railway 
erating income of $2 . 1 million plus income (net) from 
her than railway operations aggregated $2 . 8 million 
ich was available for payment of fixed charges of 

• . 9 million for 1968 . Net income after fixed charges 
~d other deductions amounted to $1 . 2 million . For the 
ear 1968 sufficient funds were generated (net income 
d charges to depreciation) to s ervice its debt due 

.thin one year and its ratio of total debt to combined 
otal debt and shareholders ' equity was a favorable 42 
ercent . As of December 31, 1968, the financial posture 
f SP&S was good . 

Table 105 following, discloses SP&S 1 s results of 
perations for the five year period from 1964 to 1968 . 
t s operating efficiency for the entire period was good, 
onsidering that its operating ratio averaged about 76 
ercent . For that period , its current assets exceeded 
ts current liabilities to the extent that its working 
apital position, with the exception of 1964, was more 
han adequate for conducting orderly operations . I ts 
otal debt trend for the five year period mentioned , 
ased on a ratio of total debt to combined total debt 
nd shareholders ' equity did not exceed 46 percent . 

tenerally, funds to service its long- term debt due within 
ne year have been generated from net income alone and 

. t has experienced no difficulty in meeting its fixed 
charges from 1964 to 1968 . 

SP&S has conducted profitable operations and main­
t ained a sound financial position, historically . 
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Tabl e 105 

SP&S AND AFFILIATED COMPA NIES I NCOME TREND 1964-1968 

Total Total Net Railway Income Available 
Operating Revenues Operating Expenses Operating Income For Fixed Charges 

(000) 

Net Income After 
Fixed Charges and 
Other Deductions 

(000) 
Operating 

Ratio Year (000) 

1964 $34,499 
1965 38,702 
1966 40,492 
1967 39,720 
1968 39,679 

Total 
Current Assets 

Year (000) 

1964 $12 ,174 
1965 13,681 
1966 16, 460 
1967 17, 624 
1968 18,291 

'IDTAL DEBT 

S'IDCKHOLDERS' EQUITY 

10TAL 

(000) 

$26,561 
28 ,385 
29,078 
29' 707 
31,402 

Total Working 
Curr ent Liabilities Capital 

(000) (000) 

$11,318 $ 856 
10,066 3, 516 
12,407 4,053 
12,660 4,964 
12,158 6,133 

(000) 

$3 , 401 $4,128 
4,009 4, 69.5 
4, 72 4 5,700 
2,397 3,014 
2,142 2, 826 

WORKING CAPITAL 

Total Opera ting Expenses 
Less Depreciation 

(000 ) 

$24,311 
26,0.54 
26,660 
27,345 
29,130 

$1,948 
2, 601 
3, 672 
1,119 
1,176 

Monthly Average Working 
Capital Requirement 

(000 ) 

$2 , 026 
2,171 
2,222 
2,279 
2,428 

RATIO OF TOTAL DEBT TO TOTAL DEBT & STOCKHOLDERS ' EQUITY 

1964 - % 1965 - % 1966 - % 1967 - % 
(000) (000) (000) (000) 

$ 63,03.5 - 46 $ 60 , 855 - 43 .5 $ 59,736 - 42 $ .59 , 80'4 - 41.7 

74,074 - 54 78 z930 - 56.5 82J399 - 5~ ~3.~,518 ... .2§..0. 

$!.1LJ,09 -100 - $139 I 785_--=.J-00 •9 ~J:l!?.J)2 ___ :-:WQ $l!dJJj_?_g__ __ ·10.0~ 

76.99 
73.34 
71. 81 
74.79 
79.14 

Working 
Capital Ratio 

1.1 
1.4 
1.3 
1.3 
1.5 

1968 - % 
(000 ) 

~ 61,284 .. 42 

8 4~ 694 - _5_8. 

$145. 978 _ _::f:Q.Q 
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Freight Traffic : Colorado and Southern 

During the past five years , Colorado and Southern 
freight traffic has increased in revenue tonnage from 
5, 582, 000 in 1964 to 6, 116, 956 in 1968 and in fre ight 
revenue from $14,188, 292 in 1964 to $15, 821, 217 in 1968 . 

For the five - year period , interline originated and 
bridge traffic remained comparat ively stable in relation 
to total carloads standing at about 22 and 49 percent , 
respectively, while local traffic showed a net dec line 
to an insignificant volume (8 percent down to 2 percent 
of total carloads ) , and interline terminat ed traffic 
increased substantially from 20 to 27 percent (net ) . 
Carloads totaled 116,246 in 1968 . 

Table 106 below , lists the major interchange points 
(1,000 or more cars interchanged ) with applicants and 
interveners and the volume of traffic intercha nged for 
the year 1965 . 

Table lCX) 

COLORADO AND SOUTHERN I NTERCHANGES : 1965 

I nterchange Total Carl oads 
C&S Station Carrier I nterchanged 

Cheyenne UP 8, 026 

Denver UP 13,150 
D&RGW 11,529 
AT&SF 6, 417 
RI 704 

Pueblo MP 4, 266 
D&RGW 4, 230 
AT&SF 3, 685 

Trinidad AT&SF· 2, 555 

I n the year 1965, Colorado and Southern handled 
109, 910 interline cars over its own lines . The largest 
interch~nge point was at Minnequa , Colo . (not shown in 
Tablc ill6 ) , where 39, 416 carloads were interchanged with 
the Colorado and Wyoming Railway . The next largest 
interchanges were at the northern and southern termini 
where Colorado and Southern interchanges , respectively, 
with its parent , the Burlington (24, 509 cars interchanged 
at Wendover and Guernsey, Wyo . ) and with its subsidiary, 
the FW&D (32, 271 cars interchanged at Sixela , N. Mex .). 

- 32 7 -



F . D . No . 22688 

Wi th respect to traffic density in 1965, Colorado 
a nd Southern generated approximately 2 billion gross ton ­
mi les ( reflecting the weight of freight train cars , 
contents and cabooses but excluding locomotives and 
passenger cars ) over 709 miles of freight road operated 
for a system average traffic density of 2 .8 million 

· gross ton - miles per mile of road . Evidence was not 
submitted with respect to traffic densities over 
principal segments of line . 

I t is unnecessary to detail the commodity consist 
of freight hauled by Colorado and Southern over the 

64 II M' II years . In 19 Manufactures and lSCellaneous 
accounted for 47 percent of §ross freight revenue 
( including L . C. L. traffic ); Products of Mines , 11 31 

II A . f f t 
percent; and Products of grlculture, 11 percen . 

Financial Status of Colorado & Southern 

The Colorado and Southern ' s balance sheet as of 
December 31 , 1968, shows total assets aggre~ating 
$91 . 8 million , comprised of current assets ~7 . 5 million, 
including among others cash $769, 777 and temporary cash 
investments $1 . 7 million; special funds $17 , 459 ; 
investments $4 .3 million (principally in affiliated 
companies ); total properties less depreciation and 
amorti~ation $76 . 9 million ; and other assets and 
deferred charges $3 .1 million . Liabilities and 
shareholders ' equity are comprised of current liabilities 
$4 .4 million, including audited accounts and wages 
payable $1 . 4 million and accrued taxes $872, 682; long ­
term debt $26 . 9 million including $1 . 5 million due 
within one year ; reserves $42, 400; and liabilities and 
deferred credits $355, 439; and shareholders ' equity 
$60 .1 million , which consists of capital stock $48 
million and retained income $12 .1 million . 

The Colorado and Southern's income statement for 
the year 1968, shows total railway operating revenues 
$16 .1 million with total railway operating expenses 
$11 . 2 million, resulting in an operating ratio of 69 .30 
percent . Net railway operating income of $2 . 9 million 
plus income ( net) from other than railway operations 
aggregated $3 . 1 million which was available for payment 
of fixed charges of $679, 520 for 1968 . Net income 
after fixed charges and other deductions amounted to 
$2 . 5 million . For the year 1968 sufficient funds were 
generated from net income alone to service its long - term 
debt due within one year and its ratio of total debt to 
combined total debt and shareholders ' equity was a 
favorable 43 percent . The Colorado and Southern ' s 
financial position as of December 31 , 1968 was good . 
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Table 107 following. shows the Colorado and 
Southern's results of operations for the five year 
period from 1964 to 1968 . Its operating ratio went 
from a high of 84 . 89 percent in 1965 to a low of 
69 .30 percent in 1968. indicating a tremendous improve­
~ent in its operating efficiency . Its working capital 
position (exces.s; 'of current ass-et's over . current liabilities ) 
has been adequate for conducting orderly operations and 
its ratio of total debt to combined total debt and 
shareholders ' equity for the five year period. never 
exceeded 43 percent . The Colorado and Southern has 
generated sufficient funds to service its long-term 
debt due within one year and has experienced no 
difficulties in meeting its fixed charges . 

Based on the foregoing financial discussion. 
historically the Colorado and Southern has conducted 
profitable operations and it has maintained a reasonably 
sound financial posture . 
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Table ~OJ 

COLO~OO & SOUTHERN I NCOME TRE~JD 1964-1968 

Total Total Net Railway Income Available 
Operating Revenues Operating Expenses Operating Income For Fixed Charges 

Net Income After 
Fixed Charges and 
Other Deductions Operating 

Ratio Year (000) 

1964 $16,778 
1965 15,968 
1966 16,412 
1967 15,169 
1968 16,175 

Total 
Current Assets 

Year __ (000) 

1964 $9,254 
1965 7, 647 
1966 6,458 
1967 6, 792 
1968 7,468 

TOTAL DEBT 

STOCKHOLDERS' EQUITY 

IDTAL 

(000) 

$13,371 
13,555 
13,553 
12,301 
11,209 

Total 
Current Liabilities 

(000 ) 

$6 ,742 
6,659 
5,092 
4,987 
4,378 

(000) (000) 

$ 986 $1,501 
985 1,356 

1,371 1,754 
1,454 1,668 
2,874 3,138 

'WORKING CAPITAL 

Working Total Operating Expenses 
Capital Less Depreciation 

(000) (000) 

$2 ,512 $12,138-
988 12,231 

1,366 12,128 
1,805 10,942 
3 090 10,817 

(000) 

$1,184 
831 

1,315 
1,210 
2,459 

Monthly Average \·Jerking 
Capital Requirement 

(000) 

$1,012 
1,019 
1,011 

912 
901 

RATIO OF 'IDTAL DEBT TO 'IDTAL DEBT & S'IDCKHOLDERS"~ EQUITY 

196h - % 1965 .. % 1966 - % 1967 .. % (000 ) (000) (000 ) (000 ) 

$33,031 - 35.5 $31,429 .. 34.4 $28,109 - 31.9 $30 ,206 - 33 .5 

6_QJ0.17 - - 64.$ 59,840 - 6] . 6 5~,955 - 68 .1 _60 ,043 - 66 . 5 . . .. 

$93,068 .,._100.0 $91,269 -100.0 $88 , 064 ..-.100.0 $90 ,249 -100.0 

79.70 
84.89 
82 .58 
81.09 
69 .30 

Working 
Capital Ratio 

1.4 
l.l 
1.3 
1.4 
1.7 

1968 - % 
(000) 

$ 45 ,323 - 43 

~C?..t~Z~-.:. .. 21 
$105,397 -100 
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reight Traffic : Fort Worth and Denver 

From 1964 through 1968J Fort Worth and Denver 
(?W&D ) freight traffic decreased in revenue tonnage 

rom 5J l52J028 in 1964 to 4J685J 436 in 1968 and in 
reight revenue from $17 J 637 J 616 in 1964 to $17J 604 J918 
n 1968 . Both 1968 f i gures represent a decrease from 
ighs in 1966 of 5J990 J016 revenue tons and $20 J465 J l81 
n freight revenue . 

During the five year peri od J the various classes 
~ carload traffic fluctuated in relation to total 
arloads . As a percentage of total carloads over the 
eriod J local traffic increased from 23 percent in 
964 to 28 percent in 1965J declining to 17 percent in 
968 . Interline originated traffic increased ~om 
1 percent in 1964 to 26 percent in 1966 J declining to 
8 percent while interline terminated traffic declined 
rom 31 to 28 percent in 1966J and increased to 34 
ercent in 1968 . Bridge traffic) 24 percent of total 
arloads in 1964J fell to 20 percent in 1965J then 
harply increased to 31 percent in 1968 . Carloads 
otaled 95 J728 in 1968 . 

Table 100 below J lists the ma j or interchange points 
th applicants and interveners and the volume of 

raffic interchanged for the year 1965 : 

Table 108 

FORT WORTH & DENVER I NTERCHANGES : 12§5 

I nterchange Carloads 
FW&D Station Carrier Received Delivered 

alhart RI 2, 217 6, 113 
--

.. marilla AT&SF 720 4J 561 
RI 420 2: 638 
Tota l 1; 210 7 J l99 

uanah QA&P 22989 1: 713 

ort Worth- Irving - T&P 6J 493 3 J 536 
Dallas MP 943 1J 233 

SP 2J 432 3 J 973 
SLSW 2J 540 1J 477 
MKT 2J l67 1J 442 
AT&SF 1 J032 608 
SLSF 10J009 1J 876 
L&A 2J046 1J 322 
RI 292 269 
Total 28: 227 16: 036 

iouston SP 454 4J l53 
MP 394 3 J 255 
MKT 54 112 
AT&SF 2 106 
Total 907 7~ §26 

- 33 1 -

-351 0 - 71 - 22 

Total 

8:330 

5J 281 
~ : 128 
~ 409 

4;702 

10J029 
2J l 76 
6J 405 
4J017 
3)609 
1J64o 

llJ585 
3J368 
1 J l64 

44J 293 
4J607 
3 J 649 

166 
111 

8J 533 
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The interchanges at Fort Worth, Irving a nd Dallas· 

involved nearly half of Fort Worth & Denver's 1965 
interline carloads , with Texas & Pacific accounting for 

nearly one - fourth of the total at the named points . It 

is noted that approximately 59 percent of the gross 

ton - miles generated by Fort Worth & Denver in 1964 were 

produced on the line from the C&S connection at Sixela , 

N . Mex .-Texline, Tex . to Fort Worth, through Dalhart, 

Amarillo and Quanah, and the traffic over the line was 

predominantly southbound to Fort Worth . The gross ton­

miles over the route averaged 4 . 1 million per mile of 

road . Comparable figures for the Fort Worth-Dallas and 

the Dallas-Galveston segments of line were 2 . 9 and 2. 5 
million gross ton- miles per mile of road, respectively . 

Fort Worth & Denver's 1964 traffic consisted mainly of 

Manufactures and Miscellaneous , 43 percent of gross 

freight revenue ; Products of Agriculture , 41 percent ; 

and Products of Mines, 10 percent . No point on Fort 

Worth & Denver was origin of 5, 000 or more cars of either 

local or interline traffic . Houston and Galveston were 

destinations for 9,020 and 8, 300 cars of local traffic , 

respectively, and Houston also was destination of 11,499 
interline cars . Lubbock was destination for 5,788 
interline cars . Local and interline terminations were 

less than 5,000 cars each at all other points . 

Financial Status of Fort Worth and Denver 

Fort Worth & Denver's balance sheet as of December 31 , 

1968, shows total assets aggregating $63 . 9 million) 

comprised of current assets $3 . 9 million including among 

others cash $208, 810, miscellaneous accounts receivable 

$878, 970 and accrued accounts receivable $1 . 5 million; 

special funds $36,458; investments $8 .8 million 

(principally in affiliated companies); total properties 

less depreciation a nd amortization $50 . 6 million and 

other assets and deferred charges $601 , 160 . Liabilities 

and sha reholders' equity are comprised of current 

liabilities $6 . 2 million, including traffic and car­

service balances -c redit $1 . 1 million, audited accounts 

and wages payable $2 .7 million and accrued accounts 

payable $1 . 3 million ; long- term debt $16 .4 million 

includ ing $377 , 675 due within one year; reserves $138, 265 
and o ther liabilities and deferred credits $459, 744; and 

shareholders' equity $40 .8 million ; which consists of 

capi ta l stock $9.2 million and retained income $31 . 5 
mill ion. 

Fort Worth & Denver ' s income statement for the year 

1968 shows total railway operating revenues $18 .3 
million, with total railway operating expenses $14 . 9 
million, resulting in an operating ratio of 81 . 51 percent . 
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ts operations have resulted in a net railway operating 
eficit of $138, 137 . However, after reflecting income 
.net ) from other than railway operations , some $223 
as available for payment of fixed charges which 
mou nt ed to $658,476 for the year 1968 . 

Considering Fort Worth & Denver's deficit operat ions , 
lack of working capital ( excess of current liabilities 

ver current assets of more than $2 million ) and i ts 
.nability to service its long - term debt due within one 
·ear or its fixed charges , it is quite evident that its 
current financial posit ion is very poor . 

Table 10 9 following , shows Fort Worth & Denver ' s 
esults of operations for the five year period from 

1964 to 1968 . I t i s noted that the same inadequacies 
des cribed above for the year 1968, have historically 
plagued the Fort Worth & Denver . 

- 333 -



~ 
~ 

~ 

I • 

!<' . D. No . 22688 

Tabl e 10 9 

~R.T 1lC~1H & DENVER I NCti!"iE TREND 1964-1968 

'Ibt al 'Ibtal Ne t Railway Income Availabl e 
Operating Revenues Oper~ting Expenses Operath~g Income For Fixed Charges 

Net Income Af ter 
?ixed Charges and 
O~~c r Deductions Operating 

Ratio Year (000) (000) (000) (000) (000) 

1964 $21, 555 ~18 , 294 ~~· ( 606) $ (409 ) $(1,186) 84 .87 
1965 22,945 17' 729 696 910 290 77.27 
1966 23 ' 788 18,136 1, 456 l, 713 1,080 76.24 
1967 18, 831 ' 15 , 882 (246) 167 ( 496) 84.34 
1968 18,285 14~ 904 (138) - - '-- ' ~ - , (1,413) 81. 51 

-- -- --wu ill\.LNU CAP I TAL 

Total 'Ibtal Working Total Operating Expenses Monthly Average vJorking 
Cu:::-rent Assets Current Liabiliti es Capital Les s Depre ciation Capital Req·,lirement Working 

Year ··- - i9Q() ) __ ~ (000) (000 ) (000 ) (000) Capital Ratio 
·-

1962+ $7,177 $9 ,h65 $(2,2 88 ) $17,397 $1,450 
1965 7,378 8,767 (1,389) 16, 899 1,408 
1966 5,458 6,229 ( 771) 17,208 1,434 
1967 4,390 6,748 (2 ,358 ) 14, 932 1,24.4 
1968 3,870 6,182 (2 ,312) l h,035 11.170 

RATIO OF 'IOTAL DEPT 'IO 'IDTAL DEBT & SIDCKHOLDERS ' EQUITY 

1964 - % 1965 - % 1966 - % 1967 - % 1968 - aJ 
/0 

(000) (000 ) (000) (000) i OOO) 

'IO TAL DEBT $23 ,866 - 36. 6 $25 ,412 - 37. 9 $2 3,126 - 35.1 $24 , 146 - 36. 4 $23,163 - 36. 2 

S'IOCKHOLDERS' EQUITY 4lz343 - 6~~4 hl z619 - 62 .l 42z 696 - 64.9 42 '179 - 63. 6 40 ,759 - 63 . 8 

'IDTAL $65 z209 -100 .o $67 ,031 -100 .o $65,812 -100 .o C66, 325 -100 .o $63, 922 - 100 ,0 
--



F . D. No . 22688 

Pre liminary Findings and Conclusions 

Burlington Northern and its principal rail carrier 
subsidiaries ) Colorado & Southern and Fort Worth & 
Denver) operate over 26 J OOO miles of road through 19 
States and 2 Canadian Provinces as earlier described . 
The system provides single - line service through the area 
from the Chicago and St . Louis gateways west through the 
central corridor to Denverand through the northern 
corridor through all the States bordering Canada to all 
ma jor ports in Oregon and Washington . At its western 
extremity ) Burlington Northern also participates in 
traffic moving north and south along the Pacific Coast 
via the Bieber gateway and J east of the Rocky Mountains ) 
the merged carrier and its subsidiaries provide what 
amounts to single - linerervice betwee n the Pacific 
Northwest and the Gulf Coast through Denver) Dallas ­
Fort WorthJ and Houston . 

Burlington Northern and the subsidiaries named 
above operate a combined fre i ght car fleet of approxi ­
mately 126J OOO cars with an aggregate capacity of well 
over seven million tons J and a combined locomotive 
fleet totaling over 2 J OOO units . Freight traffic 
ha ndled by Northern Pacific) Burlington) and SP&S has 
exhibited a net increase in tonnage ) while Great 
Northern's tonnage declined somewhat over the 1964- 1968 
period . Freight revenue showed a net increase in the 
period for all four named carriers . Traffic through 
the northern corridor on Burlingto n Northern is 
predominantly eastbound . Much of the northern corridor 
traffic consists of lumber and related products traffic 
and to a lesser extent ) agricultural products ) whereas 
i n the central corridor) the former Burlington derived 
most of its gross freight revenue from hauling 
manufactured goods J agricultultural products and products 
of mines . Each of the major carriers handled traffic 
consisting of at least 45 percent interline originated 
or interline terminated carloads . 

Financial data indicate a generally favorable 
condition for each of the principal carriers comprising 
Burlington Northern . Each of the individual carriers 
has conducted profitable operations historically) and 
i t is anticipated that the new company ' s earnings will 
be increased by effecting economies and efficiencies 
through utilization of shorter and more efficient routes) 
reduction of duplicate facilities and improved s ingle ­
line service extending over the system ' s vast geographic 
area . The me rged carrier is potentially much stronger 
than were any of the carriers of which it is comprised) 
as it has been found in the Northern Line s case approving 
the transaction . 
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Colorado and Southern and Fort Worth & Denver remain 
as operating carrier subsidiaries of Burlington 
Northern . Built as a single route and connecting with 
the former parent) Burlington) in Wyoming) the two 
carriers provide an important north- south route to the 
Gulf Coast and major Texas cities . Both Colorado and 
Southern and Fort Worth & Denver handle from about 
90 ) 000 to 120J OOO carloads annually, resulting in 
rather light traffic density compared to many of the 
routes possessed by Burlington Northern . With 
institution of single - line service by the merged company) 
there is at least the possibility that traffic over 
Colorado and Southern and Fort Worth & Denver will 
increase . Colorado and Southern ' s carload traffic is 
almost all interl ine ) primarily overhead ) while Fort 
Worth & Denver as late as 1968 handled traffic of which 
17 percent was local to its lines . The bulk of its 
traffic consisted of interline originated or interline 
terminated movements . Although Colorado and Southern 
has been a profitable ) financially sound carrier 
historically, the Fort Worth & Denver has experienced 
a very poor earnings record resulting in a weak 
financial position) i . e . a lack of working capital ) 
inability to service long - term debt when due and 
failure to meet fixed charges . The examiner nonethe ­
less , views both Colorado and Southern and Fort Worth & 
Denver in the light of their close corporate and 
operational relationship to the financially strong and 
far - ranging Burlington Northern, as heretofore described . 
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MILWAUKEE 

rporate Eistory and Organization 

The ~ilwaukee's corporate antecedents go back to the 
ar 1847. The present ~ilwaukee was organized under the laws 
~isconsin in 1927 and in the following year acquired the 

ope rties of the former Chica go, ~ ~ilwaukee and St . Paul Raih.ray 
~pany as the result of a foreclo sure sale in 1926. Chicago, 

ilwaukee & St . Paul Reorganization, 131, I . C. C. 673 , 138 I.C.C. 
3 1, 154, I.C.C. 586 . In 1935 the present company applied for 
--organization from which it emerged in 1945 as the reorganized 

mpany pursuant to a plan of reorganization approved in Chicago, 
., St. P. &P . R. Co. Reorganization, 212 I . C. C. 150, 239 I.C.C. 
4, 254 I . C. C. 707, and 257 I .C.G. 223. 

ubsidiaries and Affil iates 

~ilwaukee has 3 wholly-owned subsidiaries. The Bremerton 
reight Car Ferry, Inc., operates car ferries in the State of 
ashington. The Milwaukee ~otor Transportation Company , pur­
uant to certificates in No . ~C-1 97 7 8 - and numerous sub-numbers, 

y operate as a mo tor co mmon carrier, in interstate and forei gn 
mme rce over high\vays gene rally paralleling the lines of the 

-a rent railroad and restricted to a service auxillary to and 
,upplemental of the rail service of its parent. The ~ilwaukee 
~nd Company is a forestry and industri al development firm. It 
n turn, mvns 100 percent of the 'ivashington, Idaho and }fontana 
ailway Company (IVIMf), a short line railroad operating 49 miles 
f main line between Palouse, ~vash. , and Purdue , Idaho. 

Milwaukee also has a SO percent interest in the Davenport, 
ock Island and North Western Railway Company (DRI&NW) which 
pera tes 83 mil es of main line bet~veen East }1oline, Ill., and 
l inton, Iowa; and interests in various companies which perform 

-e r minal and S\vi tching services. 

As of December 31, 1968 , Milwaukee was authorized to 
i ssue 2,637,450 shares of common stock, no par value, of which 

,17 9 , 842 had been issued and 1,150,000 shares of Series A, 
- percent, preferred stock, par value $100 per share, of which 
-1 8 ,652 shares were issued and outstanding. 

cope of Operations, Plant and Equipment 

t the close of 1968 , ~ lilwaukee operated 10 ,509 miles of 
r oad comprised of 9 ,710 miles owned by it and 802 miles operated 
nder trackage rights. Of the mileage owned, 2 , 944 miles were 

class ified by the carrier as main line and 6 , 267 as branch line. 
Mileage totals for the 14 Statei served are : Iowa, 1,763; 

outh Dakota, 1,728; Wisconsin, 1,591; Minnesota, 1,328 ; g ontana, 
1,242; Was hington , 1,068 ; Illinois, 683; North Dakota, 367; 
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Idaho, 233; Michigan, 184; Missouri, 157; Indiana, 156; 
Kansas, 7; and Nebraska, 6. The foregoing mileages exclude 
road mileage acquired as a result of the grant of ,fil\vaukee 1 s 
proposed conditions in the orthern Lines case. 

Principal lines of the dilwaukee extend from Chicago: 
(1) north\vest to Seattle, Tacoma and Portland, through 
.filwaukee and LaCrosse, Wis., tne Twin Cities, Aber een, S. Dak., 
Miles City and Butte, ,font., and Spokane, with branch lines 
extending to Fargo and Linton, • Dak., and Great Falls, font., 
(2) west to Council Bluffs, through Elgin and Savanna, Ill., 
Sabula, Marion and Perry, Iowa, with lines extending to Dubuque, 
Cedar Rapids and Des ;,Ioines, Imva, and (3) south\vest to Kansas 
City through Savanna, Sabula, Rock Island and Moline, Ill., and 
Davenport, and Ottumwa, Iowa. It also has a line along the 
west bank of the ,.fississippi River between Sabula and La Crescent, 
)linn., connecting its main line to the Twin Cities and west with 
its Council 13luffs and l'ansas City main lines. It has a line 
extending from Chicago to Seymour, Ind., through Terre Haute, 
and numerous branc h and fee der lines in Illinois, i isconsin, Iowa, 
Minnesota, and South Dakota. 

The Milwaukee provides intercity passenger service concen­
t rat ed on its lines between Chicago- ~~dison, Chicago-Milwaukee­
Twin Cities, and Chicago- Omaha (in conjunction with Union Pacific 
for operation of the 11 City Trains 11 to Los Angeles, San Francisco 
and Portland). The Milwaukee also conducts substantial modern 
conwuter operations serving Chicago and Chicago suburbs along its 
main lines to the >vest and north of Chicago. 

)fi l waukee 1 s main freight yards are at Bensenville in 
Chica go , ,!ihvaukee, St. Paul, Council Bluffs, Kansas City, 
Seattle and Tacoma, including modern electronically controlled 
hump yards at Bensenville, Milwaukee and St. Paul. 

~ilwauk ee 1 s freight car fleet at t he close of 1968 
totalled 36 , 004 units comprised of 19 ,529 boxcars, 4 ,701 gondola 
cars, 3, 812 open top hopper cars, 2,571 covered hopper cars, 
3 , 516 flat cars (including rack cars), 1,586 stock cars, 287 
re f rigerator cars and 2 tank cars. The locomotive fleet 
t otalled 760 diesel units. lilwaukee 1 s passenger car fleet 
totalled 411 units comprised of 162 coaches (including 2 combined 
cars), 180 ba ggage, express and other non-passenger cars, 24 
postal cars, 19 dining cars, 15 sleeping cars and 11 parlor cars . 

Freight Traffic : Volume and Commodity Characteristics 

During the 1964-1968 period, frei ght traffic on the 
Milwaukee increased fro m 40,765 , 392 revenue tons in 1964 to 
44 , 671,548 revenue tons in 19 68 and in freight revenue fro m 
$189 , 837, 458 in 1964 to $236,708 ,355 in 1968 . Although the 
tonnage hauled in 1968 was a decline fro m a high of 46, 049, 835 
revenue tons in 196 6, the frei ght revenue in 1968 >vas the highest 
during the period. 
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For the five year period, each class of carload traffic 
emained comparatively stable in relation to the total of all 
l asses. Stated as a percentage of total carloads in 1964 and 
n 1968, local traffic remained at approximately 31 percent 
nd interline terminated traffic at 29 percent. Interline 
riginated traffic increased from 30 to 31 percent, and bridge 
raffic decreased from 10 to 9 percent. In 1966, Hilwaukee 
riginated 63 percent of its carload traffic which accounted 
or 66 percent of its gross freight revenues (half of the 
riginated traffic a lso terminated on Milwaukee), and was a 
ridge carrier on less than 10 percent of its business which 
ccounted for 12.6 percent of gross freight revenue. Interline 
erminated traffic constituted about 28 percent of all carloads 
andled , producing 24.9 percent of gross freight revenues. 

1•lilwaukee 1 s evidence sho\vS commodity data for the years 
· 955 through 1966, on the basis of the old commodity code. It 
s unnecessary to describe the conunodity consist in detail here. 
ather , the discussion will be directed to the last five years 
hown in the evidence, i . e., 1962 through 1966, and in particular, 
he net changes occurring between 1962 and 1966 with respect to 
he po rtion of total gross freight revenue represented by each 
onunodi ty group. " ~1anufactures and ~fi s cellaneous " traffic 
ncreased f rom 4 7. 0 to 51. 5 percent; "Products of Agriculture " 
ncreased slightly from 19. 8 to 20.7 perc ent ; "Products of ~lines" 

·ecreased from 10 . 0 to 7.4 percent; "Animals & Products" decreased 
rom 5.6 to 4 .7 percent; a nd "Products of Forests " remained at 
l ightly over 14 percent. "For1varder Traffic" and "All L. C. L. 
reight" constituted less than t1vo percent each. 

reight Traffic: Interchanges and Traffic Flow 

Ve ry few of Nilwaukee's branch lines handle as much as 
ne million gross tons (including weight of locomotives and 
abooses) per mile of road in each direction. The discussion 
ere is limited to the main freight service routes (based on 

, 964 density), beginning \vi th the main line from Seattle and 
acoma to Chicago. From Seattle east\vard to the T>vin Cities, 
raffic density gradually increases from 2.7 million gross tons 
er mil e of road to 5.4 mill ion. From the Twin Citie s to 
eattle, densi ty d ecreases overall from 3.2 million to 2.4 
illion gross tons. Be tween the T1vin Cities and }.!ilwaukee, 
a~tbound tonnage ranges from 7. 6 to 10.0 mill ion, and westbound 
rom 6.1 to 7. 6 million. Be tween ~lilwauke e and Bensenville 
Chicago), the tonnage range is 11.5 to 14.0 million gross tons 
astbound, and 10.6 to 13.3 million we stbound. 

The Council Bluffs - Chicago line handles traffic 
astbound which increases from 4.9 million gross t ons at 
ouncil Bluffs to nearly eight million near Chicago, and west­
ound traffic which decreases from nearly seven million gross 

·ons near Chicago to somewhat over four milli on near Co uncil 
luffs. Accounting in part for the heavier density at the 
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eastern end of the route are two lines which co verge with it 
at Green Island, Imva (from La Crescent, :.' finn ., on the 
Chicago - Twin Cities route), and at Sa bula, Iova (from Kansas 
City). The La Crescent - Green Island route handl es 2 . 8 to 4.9 
million gross tons southbound and 2 .1 to 4 . 0 million northbound . 
The ~ansas City-Sabula route handles roughly fou r to five 
million gross tons in eac h direction . 

Two lines , one from Kittred~e, Ill ., on t h e Chicago- Council 
Bluffs line, to Sturtevant, ~{is . , on the Chic ago- ;.~ibv-auk ee 

line, and t h e other from Chicago to Te rre Haute , carry be tween 
approximately two and three million gross tons in each direction. 
A few routes, such as those between ( 1) the Twin Ci ties and 
Duluth-Superior; (2) :t-~ e\v Lisb on and :"/ausau, :vis ., and (3) 
Milwaukee and Green Bay, ha ndle between one and two million 
gross tons in each di rection. The above-described l ines 
together with six b ranch line segments (less than SO miles long 
in each case) comp rise about 3,900 miles of roa d , or 37 percent 
of total 19 64 road mil eage. These lines produ ced over 86 percent 
of the total gross ton-miles generated by the ~~ilwaukee in 1964 . 

Host of the traffic ga thered a long :Iilwaukee' s lines west 
of ~obridge, S . Da k ., consists of forestry products, grain and 
other agricultural p roducts. Grain produced in the area west 
of Great Falls, ".lont., generally moves to Pacific Coast terminals. 
Mi lwaukee handles little traff ic inbound fo r termination at 
;.1ontana points. 

Milwauk ee's thirty most i mp ortant origin points and the 
t hirty most i mpo r tant destination point s f or carload traf f ic 
in 1965 without regard to the class of traffi c, i.e., local or 
interline. Origins of 10,000 or more cars lve re: :ilwaukee, 
67,717 cars; Chicago, 57,534, Minneapolis and St. Paul, 31 , 960 ; 
Latta, Ind., 27, 821; Green Bay, 11,31 6 ; J anesvil le, Wis., 10, 803 · 
a nd Cedar Rapids, Iowa, 10,275. Destinations of more than 10,000 
cars were: Milwaukee, 81,574 cars; Chicago, 69 ,3 61; Minneapolis, 
St. Paul, Chaska, Minnesota Transfer, Fordson, and Hopkins, Minn. 
(Twin Cities area), 65,234; Tacoma, 18 ,051; Fa ye tte, Ind ., 17, 806 
and Kansas City, J anesville, and Ma dison, ;vis ., and Seattle and 
Bellingham, Wash., fro m 10, 000 to 16 , 000 cars each . Among the 
thirty most important origin stations, only one is located in 
each of the States of Indiana, d issouri, South Dakota, and Idaho 
and none of the three last named reached 10, 000 cars. The 
remainder are in Illinois, ~visconsin, , finnesota, Iowa and 
Washington, as are al l of the 30 most i mportant d estination 
stations except Fayette, Ind., and Kansas City . No stations in 
either category (origin or destination) are located in Montana, 
Nebraska or North Dakota. 
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~ilwaukee's interchange evidence also covers move ments 
r the year 196 5. Data are shown only for cars received and 
r s d elivered from or to named connections at each point 
hout detail as to t he class of traffic (overhea d, interline 
ginated or interline terminated) interchanged . The data 
l ude "Switch to SHi tch Cars n , but ::l o s how S\vi tching and 
mina l carriers as connections. The tables which follow this 
cussion s how the interchange ::lata. Swi tching and terminal 
rie rs are included , where a ppropriate, in the category "All 
ers " in the column headed 11 Connecting Carrier. " Adjustments 
e been made to reflect unifications, other than 3urlington 

. t he rn, a nd only inte rchanges with railroads are s hoHn . Points 
w·hich iiilwaukee interchanges exclusively with a railroad not 
t icipating in these proce edings have been excluded. 

The l'iilwaukee has no major gateways in Hontana, North 
ota and South Da kota; bearing in mind that the new gateways 
those States resulting fro m the conditions granted in t he 

.thern Line s case are not susceptible to analysis for the 
s ons already stated. The interchange points in 1J as hingt on, 

n in Table 110, are relatively s mall in volume , compared to 
waukee 's gateways at t he eastern end of its sys tem, totall ing 

.832 carloads, or only 8 . 3 pe rc ent of the 754 ,3 60 interline 
l oads hauled by ~ilwaukee in 1965 . Intercha nges with Union 
ific and it s s ubsidiary , Spokane Inte rnational , accounted for 

. 734 of the 62, 832 car total, and the balance was interchanged 
h carriers now unified in Burlington Northern. 

At Duluth , the principal interchange, 11, 098 cars, is with 
Dulut h , Winnipeg & Pacific , a subsidiary of Canadian National, 

l e interchanges wi th Soo, Northe rn Pacific and the No r th 
t ern were each less t ha n 1,200 cars. Interchanges with North 
t ern at Winona, Minn . , Green Bay, Menasha, and ~ausau, Wis., 

t alled 17,3 61 cars. Burlington and the Milwaukee i nterchanged 
ly 255 cars at Winona. Menasha also was the point of inter­
~nge for 3,313 cars between :rilwaukee and Soo Line. 

Interchanges at the Twin Ci ties, ~ilwaukee, Chicago , and 
·nts on t he line be tween Chicago a nd Seymour, Ind . , are s hown 
Ta ble 111· The 139,748 ca rs interchanged. in the Twin Cities 
a represented 18 .5 percent of )lilwaukee's total interline 
l oads . Well over half, 76, 827 cars , or 10 .2 percent of 
erline carloads, of t he ~vin Cit i es interchange invol ved ca rs 

~ing between the Milwaukee and carriers now part of 3urlington 
the rn. The ililwaukee's interchange wi t h North ~estern was 

"ghtly less than half t hat with the Burlington Northern carriers, 
i l e interchanges with So o were about one-fourth as large as the 

l ington Korthern figure . The interchanges at ~ilwauke e are 
ponderantly with Chesapea ke & Ohio and the Grand Tru nk Western, 
hough those with North ~estern are substantial, 17,773 cars 

e r half of which were del i vered to North ;!estern. 
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Chicago is by far the largest volume gateway for the 
~ ~ih.raukee , accounting for 407 ,132 cars, or 54 percent of the 
carrier 1 s interline carloads. Approximately 73 percent of 
the 407,132 cars we re interchanged Hith :Zastern District 
carriers (incluiing C&EI). The IC interchange represented 2.6 
percent of ~ ~ibvaukee 1 s interline carloads, ~.,rhile those ~.,rith 'orth 
~ r estern. 3urlington, Santa Fe , Rock Island , and Soo each involved 
less than 1.5 percent. Cars interlined at points on the 
Chicago- Seymour, Ind ., line T,.,r ere interchanged ~.,ri th Eastern 
District carriers and the TP& . .l . 

Table 112 s hOi.,r s t he Oma ha- Council 3luffs and .'ansas City 
gateways and other gateways in Iowa and the area i n Illinois 
\vest of Chicago. The volume of cars interchanged at Omaha-Counc · · 
Bluffs is nearly equal to the volume at !:ansas City, representin 
14 . 8 percent, and 15.3 percent of ;.ril,.,raukee 1 s total interline 
carloads, respectively. The interchange with Union Pacific 
at Oma ha-Council Bluffs, 12. 0 percent of total interline carload 
is the largest individual interchange between ~ilwaukee and any 
of its connections wes t of Chicago. Over half, 57 percent , of 
this traffic is corr..pri sed of ca_rs received fro m the Union Pacific. 
The next l argest interchange at Oma ha- Council 3luffs ~vas that 
with J urlington totalling 11, 67 7 cars, far smaller . than the 
total f or Union Pacific. 

At l ~ansas City, the five largest interchanges were with 
; .. :oPac, Santa Fe, ::ansas City Southern, Frisco and f- ock Island, 
all of which have lines radiating to Gulf ports, the south­
~ve stern and/or southeastern States. At the remaining gate~vays 
shown in Ta ble 112, the most significant individual interchange s 
in terms of volume were \vith 1'orth ~\ estern at Cedar Rapids, 
Burlington at East Aoline- Davenport, and IC at :~endota, each 
a mounting to 10,000 to 12,000 cars in volume. Taken together, 
however, the points shown in the table, other than Kansas City 
and Oma ha-Council _luffs, account for over 120,000 cars inter­
changed without allowance for possible duplication of count for 
bridge cars interchanged at any pair of points shown in the 
table. 
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TAGLE 110 

TERCHA~GES (1965) : ~vASHINGTOr 

u v Connecting Carloads 
t ion Carrier Received Delivered Total 

.t tle UP 4 ,707 2 ,517 7,224 
GN 2,402 3,409 5, 811 
·p 3,1 82 1, 838 52020 

Total 102291 7,764 182055 

re tt G~ 3,168 4 , 440 7,608 
rp 472 4 2068 4 2540 

Total 3 2640 8 2508 1b148 ---
.coma GN 1,574 1,235 2 , 809 

}:P 1,416 94 5 2 , 361 
UP __lll 1 2128 12 449 

To tal 3 2 311 3 2308 _§_,_ 619 

a lis UP 78 3 , 888 3,966 
·p 152 859 1 ' 011 

GN 17 6 792 968 
To tal 406 5 , 539 5 2945 

.r engo UP 1, 935 8 225 8 1Q.J.93 

okane NP 1 '377 1,758 3 ,135 
GN 1,255 876 2 ,1 31 
UP 1 ,13 8 980 2' 11 8 
SI 1,41 8 366 1,784 
SP&S 634 70 704 

Tota l 52 822 4 2050 ~ 872 
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TAB LE 1 11 

;:AJOR ;,JILJAU! EE I NTERCHANGES (1965) 

T:IIN CITIES , ;.::IUvAJKEE , CHI CAGO, AKD POINTS N~ SEYJ.[OUR , I FD . LH~E 

;.auJ 
~.1:.?- tion ( s) 

Tw in Ci ties 
area ':' 

;,Iilwaukee 

Chicago, 

Connecting 
Carrier 

GN 
C&~\'l 

NP 
soo 
CI3&Q 
RI 
~·~N&S 

All other 
Total 

C&.N~l 

soo 
Eastern Dist. 

Received 

27,403 
14,971 
19,486 
10, 49 1 

2 , 326 
1 , 862 

771 
56 

772366 

7,315 
66 

Class I Line-Haul** 13,786 
Total 21,167 

Chicago Heights, 
Rondout & 
Spaulding, Ill. 

IC 
C&E I 
c&ml 
CD&Q 
AT&SF 
RI 
soo 

12,71 9 
9 , 032 
3,268 
4 ,7 62 
4 , 866 
2,215 

6 points in 
Illinois and 
Indiana+ 

759 
Eastern Dist. 

Class I Line-Haul**135,255 
Southern Dist. 

Class I Line-Haul*** 
All others 

4,484 
21,135 

Total 198 , 49 5 

C&E I 
Eastern Dist. 

Class I Line-Iiaul ':":' 
All othe r 

Total 

3,465 

19,301 
22599 

252365 

Carload s 
Delivered To tal 

13, 043 40 , 446 
22,553 37 ,5 24 
11, 650 31,136 

7,539 18 , 030 
2 , 919 5,245 
2 , 648 4 ,51 0 
2 , 030 2,801 

c 56 .. 
6213 82 139 1748 

10, 4 58 17,773 
12 78 

261505 40 1291 
361975 581142 

6 , 979 19,698 
5,526 14,558 
6 ,258 9 ,526 
2,912 7,674 
2 , 001 6 ' 867 
4 , 242 6 , 457 
1, 053 1, 812 

146 , 971 282,226 

3,963 8,447 
282732 492867 

2082637 4071132 

1,320 4 ,7 85 

26,937 46 ,238 
5 21 00 7 2 699 

332357 58 2722 

':' Includes ~.ri nneapolis, St. Paul, Hinnesota Transfer, and Chaska, Minn. 

**Eastern District Class I Line-Haul carriers include (1) C&O and 
GT~l at :.rihvauke e; (2) C&O- I3&0 (including South Shore), EJ&E, E-L, 
GT'./ , l-!onon, NMI and PC at Chicago; and ( 3) ~Ionon, N&T l and PC at 
the 6 Illinois and Indiana points. 

':":":'G~i&O only. . · 
+Includes Cheneyville, Del mar and ~ebster, Ill., and Bedford , 

IIumrick and Terre I:iaute, Ind. , all located on Chicago-Seymour, 
Ind. line. 
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TABLZ 112 

~1AJO~ l~liL'iiAUKEE I };TERCHAKGES ( 1965) 

HISSOURI RIVER , IO':lA AKD I LL I 'OIS ( ',{:LST OF CHICAG O) GATE~vAYS 

~ULh' 

Station 

Council Bluffs ­
Omaha 

Kansas City 

Cedar Rapids, 
Iowa 

Sioux City, 
Iowa 

~Iason City, 
Iowa 

Des l•loines, 
Dubuque , and 
Ottum\va, Im..ra ':' 

Connecting 
Carrier 

UP 
C3&Q 
RI 
c&rr.v 
N&F 
i·iP 
IC 
All other 

Total 

~f P 

AT&SF 
l~CS 

SL-SF 
RI 
:KT 

UP 
CB&Q 
c;:.~&O 

N&'.v 
c&~lv 
All other 

Total 

C&NH 
RI 
IC 
All other 

Total 

c&mv 
GN 
CB&Q 
IC 
All other 

Total 

C&N'iv 
RI 
All other 

Total 

IC 
RI 
CB&Q 
C&N\V 
N&iv 
All other 

Total 

r eceived 

52,014 
6,285 
1,272 
1,498 
1,274 

661 
456 
88 1 

64,341 

11 '9 80 
9,429 
6,422 
4,508 
5,33 9 
2,642 
3,216 
2 ,276 

149 
289 
257 
170 

46,677 

6,091 
5,022 

567 
5,936 

17,616 

1,285 
2,080 
2,609 

951 
2,197 
9 ,122 

5,468 
1,021 
1,075 
7,564 

1,455 
1,797 
1,154 
2,560 
2,816 
2,753 

12,535 

- \4 ~ -

Carloads 
1Jelivered 

38,498 
5,3 92 
1,253 
1,026 

141 
446 
482 
163 

47,401 

13,983 
16, 081 
11 '761 

7 '377 
6,285 
4 , 815 
3,532 
1,286 

549 
299 

58 
2 , 695 

68,721 

5,478 
4,338 

312 
2,422 

12,550 

5,395 
2,963 
1,761 
2,265 

637 
13,021 

2' 109 
27 8 
739 

3 ,126 

2,2 00 
2,1 85 
1,545 
2, 916 
2,904 
4,523 

16,273 

Tota l 

90 ,512 
11 ' 677 

2,525 
2,524 
1 , 41 5 
1,107 

938 
1,044 

111,742 

25,S63 
25 , 51 0 
18 ' 18 3 
11, 8E S 
11 ' 624 
7,457 
6,748 
3,562 

698 
588 
315 

2 , 865 
115,3 98 

11 '569 
9,360 

879 
8 , 358 

30,166 

6,6 80 
5,043 
.4,37 0 
3,216 
2,834 

22 ,143 

7,577 
1,299 
1, 814 

10 ,690 

3,655 
3,982 
2,699 
5,476 
5,72 0 
7 , 276 
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F.D. No. 22688 

TAiJLE ~ 1 2 ( COJ:\T) 

~; IS SOURI r\ I VEF: , I O~vA AND OF CHICAGO ) GATE;\JAYS 

~ iiL~·[ Connecting Carloa ds 
Station Carrier .R eceived Delivered Total 

East ~· :oline, CD&Q 3,695 6 ,501 10 ,1 9 6 

Ill., and RI 1, 873 3,44 5 5231 8 

Davenport, Iowa Total 525 68 S 2946 15251 4 

~lend ota, I C 10,59 2 503 11,095 

Ill. CB&Q L1 68 74 2 12 910 
Total 11 2 7 60 L24 5 132 005 

* Interchanges with connecting carriers s hown by name totalled 
less than 4 ,500 cars eac h at eac h station. 
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Financial Status of ~ilwaukee 

~ rihvaukee' s balance sheet, as of December 31, 1968, is 
shown in its Annual ~epcrt ::::- orn /', , to the Comnission. Total 
assets of $717.7 million are comprised. of current assets $71.6 
million, including among others, cash $3.6 million and temporary 
cash investments $14.6 million; special funds $2.2 million; 
investments $25 million including principally investments in 
affiliated companies of $24.5 million; total properties l .ess 
depreciation and amortization $614.5 million and other assets 
and deferred charges $4.3 million. Liabilities and shareholders 
equity are comprised of current liabilities $55.4 million, 
including audited accounts and wages payable $6 . 8 million and 
accrued taxes $19 .5 million; long-term debt $ 282.5 million 
including $16 million due within one year; reserves $1.7 million; 
other liabilities and deferred credits $4 million; and share­
holders' equity $374.1 million, including capital stock $269. 8 
million and retained income appropriated $44.2 million and 
unappropriated $60 million. 

~ilwaukee's income statement for the year 196E shows total 
railway operating revenues of $ 268 .7 million; total railway 
operating expenses of $219.5 millien; and operating ratio of 
61.71 percent. Net railway operating income of $7.2 million plus 
net i ncome realized from other than raihvay operations amounted 
to income of $16.6 nillion which was available for payment of 
fixed charges of some $8 . 4 million for the year 1968. Net income 
after fixed charges and other deductions amounted to$2.6 million. 

Table 113 following, shows ~ilwaukee's results of operations 
for the five year period 1964-1 968. For that period of time its 
operating ratio averaged a bout 80 percent; current assets 
exceeded current liabilities to the extent that its working 
capital position was generally adequate to meet its monthly 
average working capital requirement and its earnings were suf­
ficient to meet its fixed charges and contingent interest 
obligations. Milwaukee's net income, supplemented by funds 
generated by charges to depreciation have been available to 
service its long-term debt due within one year. 

Table 113 also sho>vs that )filwaukee's ratio of total debt 
to combined total debt and stockholders ' equity 'vas a favorable 
48 percent, \vhich was maintained over the five year period 
1964-1968. Furthermore, a computation of ;,rilwaukee 1 s long-term 
debt trend for the same period discloses that its ratio of total 
long-term debt to the total of such debt and stockholders' equity 
did not exceed 45 percent. Milwaukees' debt-equity ratios 
discussed herein are very favorable. 
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Tabla: 113 

MILWAUKEE INCOME TREND 1964-1968 

Total 
Operating Revenues 

(000) 

Tota:JJ 
· Operating Expenses 

(000) 

Net Raiilway 
Operating Income 

(000) 

Income A.:Vati..lable­
For Fixed Charges 

Net Inc·ome~ Afte:u· 
Fixed Charges and 
Other· Deductions: Opera..:ting 

Ratio Yesr (000) . (000) 

1964 f 228;239 $ 184; 768 $ 13;106 
196.5 241;361 191,677 1.5; 289 
1966 2$9~217 2:05,886 16,34ll! 
1967 256,387 204,18$ ll,439 
~ ~~5 ~~ 7~ 

$ 17;385 ( 5;31.5 80.95 
19;509 7;263 79~42 
20,449 8,130 79.43 
17,178 ~~ 73~ 79.64 
16,.602: ..... • 2,612' _81. 71 

WORKING CA'PIT.(.L 

Total Total Working Total Operating Expenses Montbl7 Average Working 
Current Lssets. Cu~rent Liabilities Capital Less Depreciation _Capit~l - Requi~ment WOrking 

Ye:ar· (000) (000) (000~ (09,0) (000) CaEital Ratio . · - " ..... ' . - -- . I 

1964 $ 59;342 $ 47,403' $111939 $ 168;257 $ 14;021 l~J 
196.5 62,620 47,915 14,705 17.5,073 14;589 1.3 ' 1966 69;814 54,513 15,;3:0~ 188,963 15;747 1 • .} 
1967 76,;187 54,;06o 22;.127 185; 774 . 15,481 1.4 
1968 71,62) - --- 55J311. -- -- 16 .I_ 2.52' . - - 2_00 .._9_4_2 16 -14S . 1.) 

~ . . . . . . . . ...... - - .. ..... - . . . .. . .... . . .. - . . . .... . - . .. .. .. 
RATIO OF TOT.(L DEBT TO TOTAL DEBT & STOCKHOLDERS' EQUITY 

1964 - % 1965 - % 1966 - % 1967 - .. %. 1968 - % (000) (000) (000~ (000) (000) 
. . . ... 

Tai'AL DEBT $32.3;849 .;. 48 $326,t009 - 47 $347 ;,058 - 49 $.359;901 - 49 $342',587 - 48 STOCKHOLDER' 5. EQUITY : 
~7i809 - 52 $f,[~~~§ .. ;1~ 362·Wr - .51 3.13..&.9§._~5~ 374111~ ... 22 

~CYI'AL $ 1,658 ... 1oo '7_lk7 .. 1o_Q $7:3_3_.~ 799 -·~100 t71~ 702 -100 
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The record s hows t hat Vibvaukee has paid dividend s on its 
preferred and common stock aggregating $12, 969 ,3 00 and $8 , 632, 083, 
respectively, over the five year period 1964-1968 (no dividends 
were paid on its common stock for the year 1968 ). 

:Jith respect to Milwaukee's financial position, the 
foregoing financial discussion discloses that, although its 
operations have be en profitable and it has managed to satisfy 
its creditors and stockholders, it has not been able to generate 
add itional funds for capital i mprovements and other corporate 
needs. As a result of t hese static operations Milwaukee has been 
a marginal railroad . 

Preliminary Findings and Conclusions 

Although t he ~ilwaukee experienced a nearly 10 percent 
net i ncrease in revenue freight tonnage and a net increas e of 
nearly 25 percent in freight revenue over t he 1964-1968 period , 
wage increases and various improved employee benefits more than 
offset the increased earnings. Despite its ability to meet 
current obligations, Milwaukee does not generate sufficient f unds 
for new equipment and other capital expenditures. 

The carrier's weakness lies in part in the facts that o~er 
half its road mileage is branch line, and that only 37 percent of 
the road mileage produces 86 percent of total gross ton-miles. 
The bulk of the 86 percent is generated on the main lines fro m 
Chicago to ( 1) Seattle-Tacoma through ~Iihvaukee and the Tivin Cities, 
(2) Omaha-Council Bluffs, (3) Kansas City, and (4) Terre Haute, 
and (5) on major lines connecting the Chicago-Omaha and the 
Chicago-Twin Cities lines. 

The portion of the Chicago-Seattle-Tacoma line west of the 
T\vin Cities, despite a - contribution of about one -third of total 
ton-miles, is, however, itself a rather light density line: The 
ton- mile figure is large because the distance (mileage) factor 
is large (the line represents about 17 percent of total road 
mileage), and the tonnage factor is small. Only 5.1 to 8 . 6 million 
actual gross tons were handled (total for both directions) in 1964, 
compared to 22 to 27 million gross tons bet1veen Chicago and 
~Iihvauk ee and 14- to 18 million betiveen ~fihvaukee and the Twin 
Cities. The Twin Cities-Hilwaukee-Chicago route and the routes 
described immediately above in (2), (3), (4) and (5) represent 
about 20 percent of the ~:ihvaukee 1 s road mileage and produced 
54 percent of total gross ton- miles. Only one scheduled freight 
train is operated daily each way between Chicago and Seattle~ 
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West of Mobridge, S.Dak., the principal commodities 
originated consist mainly of forestry and agricultural products. 
Little traffic is terminated in the area by the Hilwaukee. The 
carrier's evidence shows no major origin or destination stations 
in 1-fontana and North Dakota, and only one origin station, near 
Sioux Falls, in South Dakota. 

Approximately one-tenth of Milwaukee's carload traffic 
is bridge traffic, and somewhat less than one-third is local 
traffic. Interline originated traffic nearly equals local 
traffic. Over half (54 percent) of total interline carload 
traffic moves through the Chicago gateway to and from Eastern 
District class I line-haul railroads. The Twin Cities, Kansas 
City and Omaha-Council Bluffs are the next largest Milwaukee 
gateways, accounting for the interchange of aoout 15 to 20 percent 
of total interline carloads each. Approximately 10 percent of 
Milwaukee's interline carloads are interchanged at the Twin Cities 
with the carriers now comprising the Burlington Northern; 12 per­
cent are interchanged with Union Pacific at Omaha-Council Bluffs; 
and, at the Kansas City gateway, interchanges are less concentrated, 
with no connection delivering and receiving more than 3.4 percent of 
Mil'ivaukee 1 s interline carloads. A considerable volume of cars are 
interchanged at smaller gateways in Iowa, Illinois, lvisconsin and 
Minnesota. Interchanges in lvashington are quite small at each 
point: The total of interchanges in the entire State represented 
about eight percent of Milwaukee's inierline carloads. 

Although thk Chicago-Seattle line is over 2,100 miles long, 
Milwaukee's 1968 system average length of haul 'i~as only 384 miles, 
an increase of only 23 miles since 1964. The record clearly 
indicates that Milwaukee's operations, major traffic volume, and 
major origins and destinations are concentrated on its lines 
between Chicago, Milwaukee and the Twin Cities; between Chicago 
and Omaha; and between Chicago and Kansas City. Further, the 
carrier historically has been able to participate to only a 
limited extent in transcontinental traffic between the Chicago 
gateway and the Pacific Northwest. At the same time, it is not 
typically a bridge carrier, such traffic constitutes only about 
10 percent of revenue carloads a~d 13 percent of gross freight 
revenue. It is apparent, therefore, that the carrier while 
attempting to maintain a large physical plant covering a vast area 
through the Midwest and the northern corridor, is deriving most 
of its revenue traffic from a fe'iv of the many lines in the area, 
bounded generally by the Twin Cities, Hilwaukee, Chicago, Kansas " 
City and Omaha. 

'It_ is obvious that the :t-filwaukee, confined to the limited 
geograp~al area it principally serves, had had no opportunity 
to improve'-..i ts earning power and at the same time, its entire 
system is subject to the same escalating operating cos t s 
experienced by the railroad industry. Milwaukee's opportunity 
to improve its marginal income status is limited. 
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In the Northern Lines case, Milwaukee estimated that t he ­
grant of its propo~ed conditions would result in a net increase 
of $3 million in earnings and such estimate >vas accepted in 
support of the conditions imposed . It is noted that the 
~iihvaukee's estimate was based on studies made in 1960. ~vit-h 

the passage of a decade changes have occurred in revenue 
divisions between carriers, including Milwaukee; general rate 
increases have been granted; and as noted, rapidly increasing 
costs largely have offset revenue gains. However, no evidence 
was presented in these proceedings updating the results of the 
estimate. Rather, Hilwaukee relied on the $3 million net 
earnings increase, noting that this represents only a modest 
increase over a twelve-year average annual net income of 
$6 million. Despite the fact that the increase would i mprove 
Milwaukee's earnings, and although the Northern Lines conditions 
will undoubtedly improve the carrier's competitive abilit y, it 
would be conjecture as to whether or not this improvement in 
net earnings will have such a favorable effect as to remove 'the 
profit marginality of }filwa ukee. 
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SOO LINE RAILROAD COMPANY 

Corporate History 

Soo Line has its principal offices in Minneapolis ) 

Minn . I t is the surviving corporation of the merger ) 

effective December 30J l960J of the Minneapolis ) St . 

Paul & Sault Ste . Marie Railroad and Wisconsin Central 

Railroad Company into the Duluth) South Shore and 

Atlantic Railroad Company . See : Duluth) S . S . & A. R . 

Co . Merger ) 312 I.C. C. 341 . The corporate histories 

and properties) including lines of railroad of the three 

merged companies are described in detail in Duluth) 

S . S . & A. R . Co . Reorganization) 267 I . C. C. 553 J 
Wisconsin Central Reorganization) 267 I . C . C. 423 and 282 

I . c . c . 393 J and Minneapolis) St . P . & S . S . M. R* . Co . 
Reorganization) 252 I . C. C. 525 and 257 I . C. C. 4l and 709 . 

Subsidiaries and Affiliates 

Soo Line ' s holdings in other . transportation 
companiesate small . Principally ) it has 50 percent 

in the Sault Ste . Marie Bridge Company and a 33 - l/3 per­

cent interest in the Mackinac Transportation Company .' 

As of Dec ember 31J l968J Soo Line had outstanding) 

l J 264J 554 shares of common capital stock of which the 

Canadian Pacific Ra ilway Company owned 56 . 37 percent . 

~ope of Operations ) Plant and Equ ipment 

Soo Line operated ) at the end of l968J . 4J 694 miles 

of road in seven States . Of this mileage over 57 

percent was classified by the carrier as branch lineJ 

and 294 miles were operated under trackage rights . 
Total mileage by State amounted to 656 in Michigan) 
lJ432 in Wi sconsin) lJ04l in Minnesota) l J3ll in North 

Dakota ) 108 in South Dakota) 57 in Montana ) and 89 in 

Illinois . Actual track mileage was 6 J 166 . 

Soo Line ' s operations extend from Sault Ste . Marie J 

Mich .J Manitowoc) Wis .J and Chicago ) on the east J 
through the Twin Cities and Duluth - Superior) to NoyesJ 

Minn . Jand Portal ) N. Dak .J on the west J with a branch 

line extending from Portal to Whitetail) Mont . Although 

it reaches Chicago ) Soo is located somewhat apart from 

the industrial center . Soo Line operates over only 49 

miles of its own track in I llinois from the State line 

to its principal ·yard at Schiller ParkJ a western 

suburb of Chicago . I t has operating rights) however) 

over several switching and terminal lines and extensive 

arrangements for the direct delivery and receipt of 

cars with a large number of railroads serving Chicago 

and is able to provide service for through traffic moving 
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bey o nd this i mpo r ta nt interchange poin t . Sao d oes not 
d irect l y serve many i ndustri es in the Chicago area . 

As of December 31 J 1968J Sao Line had 205 diesel 
u ni ts in operation . I ts car fleet as of that d~te 
to t a l ed 14J 562 J which included 7 J 554 boxcars J 1 J 607 
go ndolas J 2J 868 open hoppers J 1 J 655 covered hoppers J 12 
tank cars J 35 refeigerator cars J 11 5 stock cars J 712 
flat cars and 4 others . Total capacity was 872 J 912 
ton s . 

Freight Traffic : Volume J Consist and Traffic Flow 

During the 1964- 1968 period J freight traffic on 
the Sao Line showed a net increase from 18J 978J 399 
revenue tons in 1964 to 21 J 521 J 673 revenue tons in 
1968 and in freight revenue from $78 J 053 J 434 in 1964 
to $91 J 921J064 in 1968 . Al though the tonnage hauled 
in 1968 was a slight decline from a high of 22 J l83J384 
tons in 1966J the freight revenue in 1968 was the 
highest during the period . 

For the five - year period J local traffic and inter­
line originated traffic decreased whi l e bridge traffic 
and interline terminated traffic increased . Stated as 
a percentage of total carloads in 1964 and in 1968 and 
expressed in rounded figures J local traffic decreased 
from 23 to 19 percent and interline originated traffic 
decreased from 22 to 20 percent J while interline 
terminated traffic increased from 22 to 24 percent J 
and bridge traffic increased from 32 to 36 percent . 
Thus J interline traffic accounted for about 77 to 81 
percent of all of Sao Line ' s traffic for the period . 

I t is unnecessary to detail the commodity consist 
of freight hauled by Sao Line over the years . I n 1966J 
the following commodities accounted for 55 percent of 
gross freight revenue (including L . C.L . traffic ) . 

Commodity 

Wheat 
Lumber 
Sodium- Potassium Chemicals 
Barley & Rye 
Primary Forest Products 
Pulp 
Refined Petroleum Products 
Primary I ron & Steel Products 
Newsprint 
Misc -~on -Metallic Metals 
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Percent of 
Gross Freight Revenue 

13 . 2 
10 . 7 

5 . 6 
5 . 3 
4 . 9 
4 . 2 
3 . 4 
3 . 3 
2 . 9 
1.8 
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Geographically, the Soo's lines of railroad c a n 
be divided into two areas . The first area is the 
western region comprising all of the mileage west of 
the Twin Cities and the Twin Ports of Duluth and 
Superior . Traffi0 density in this area, based on 1964 
data , is predominantly eastbound . West of the Twin 
Cities , eastbound movement is six to ten times as 
heavy as westbound . The principal routes in this area 
extend from Portal to Twin Cities via Glenwood , Minn ., 
and from Noyes to Twin Cities via Glenwood . Density 
over these segments ranges from 60 , 000 to 100,000 
loaded cars eastbound as contrasted to less than 25, 000 
loaded cars per segment westbound . Lesser density 
routes extend from Plummer and Brooten, Minn . , to 
Supe~ior . These latter routes are used principally for 
the movement of grain gathered from the producing areas 
of the west to terminal elevators at Duluth-Superior . 
Movement of traffic is almost totally eastbound with 
traffic density ranging between 15,000- 25, 000 loaded 
cars per segment . 

In this region , the principal commodities handled 
by the Portal line consist of grain, agricultural 
implements, lignite , manufactured products , fertilizer , 
lumber, wood pulp , lead and zinc, sulphur, potash and 
other mineral products , while the Noyes line handles the 
same products plus potatoes and newsprint . The 
remaining North Dakota lines are primarily feeder 
or branch lines carrying grains and lignite eoal . The 
other western Minnesota lines carry grains and iron ore . 

The second area is the eastern region comprising 
all of the mileage between the Twin Cities and the Twin 
Ports and all trackage east of the terminals , 
principally the main lines from the Twin Cities to 
Chicago and to the upper peninsula of Michigan and its 
lines i n the industrial areas of Wisconsin . I n this 
region are Soo Line ' s main routes to its eastern gate­
ways at Sault-Ste . Marie, Mackinaw City, Manistique, 
Manitowoc, Milwaukee and Chicago . 

Soo Line' s heaviest density route extends between 
the Twin Cities and Chicago, with the traffic volume 
greater in both directions as the line approaches 
Chicago . Density on segments of the line eastbound 
averages s lightly over 100,000 loaded cars ~s contrasted 
to slightly o ver 50 , 000 loaded cars per segment westbound. 

Of lesser density ( no segmen t of route in either 
direction exceeding 30, 000 loaded cars per segment ) are 
those routes extending from Sault Ste . Marie to the 
Twin Citi es via Rhinelander and Weyerhauser , Wis., and 
from Sault Ste . Marie to Duluth-Superior . Traffic on 
these lines is predominantly westbound . 
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Operations in this eastern area are concentrated 
on the movement of minerals such as copper a nd iron , and 
commodities used by paper mills . The gateway at Sault 
Ste . Marie serves as an outlet for manufactured goods 
and raw materials moving in export trade between the 
United States and Canada . Gateways at St . I gnace , 
Ma ckinaw City and Manistique , Mi ch . , and at Mi lwaukee 
and Manitowoc , _p r imarily are interchange points between 
Sao Li n e and Eastern District railroads , the latter 
thr ee points involving car ferry operation s across Lake 

i chigan . 

Table 1 14 below , lists the ma j or interchange points 
with applicants and interveners and the volume of 
tra ffic interchanged for the year 1965 . Adjustments 
hav e been made to reflect the unification of carri ers . 
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Table J 14 

MAJOR SOO LINE INTERCHANGES ( 1965)+ 

Soo Line 
Station 
Chicago 
( including 
Leithton ) 

Twin Cities 

Noyes , Minn . 

Connecting 
Carrier 

I C 
C&EI 
AT&SF 
CB&Q 
C&NW 
RI 
MILW 
Eastern Dist . 
Class I L ne -Haul* 
Southern Dist . 
Class I Line -Haul** 
All Others 
To tal 

C&NW 
GN 
NP 
MN&S 
MILW 
CB&Q 
RI 
All Others 
Total 

CP 
CN 

Portal, N. Dak . CP 

Duluth -Superior 
( including W. 
Duluth ) 

Sault Ste . 
Marie , Mich . 

DWP(CN ) 
GN 
NP 
C&NW 
MILW 
Other 

CP 
Other 

Carloads 
Delivered Received 

6, 831 5, 810 
7, 168 3, 781 
3, 063 2,265 
1,736 1, 450 
1~ 577 1, 371 
1, 469 1, 182 

465 466 

55, 020 24, 832 

3, 038 2, 074 
6~ 382 

86, 749 
2 ~ 621 

45, 852 

22, 252 6, 078 
6, 320 14, 123 
5, 577 13 , 532 
8, 064 2, 425 
5, 122 3,897 
5,092 1, 850 
4, 118 2,538 

41 192 
26 ~ 286 44 ~ 632 

6, 336 29, 550 
519 1, 883 

5, 748 43,146 

739 17, 625 
567 1, 668 
550 1, 090 
196 66 

28 195 
3, 996 149 

4, 919 13 , 911 
269 1, 807 

Total 
·: 12, 641 

10, 949 
5, 328 
3, 186 
2, 948 
2, 651 

931 

79, 852 

5, 112 
9~ 003 

132, 601 

28, 330 
20, 443 
19, 109 
10, 489 
9, 019 
6, 942 
6, 656 

233 
101 ~ 221 

35, 88 
2, 40<::: 

48, 89 

18, 36 
2,23 
1, 64 

26 
22 

4, 14 

18, 83 
2, 07 

+I nc l udes gateways at which 5, 000 or more cars were inter­
changed with applicants or interveners and the northern 
i nterchanges with Canadi an Pac i fic and DW&P (subsidiary of 
Canad i an National ) . 
*Eastern District class I line - haul carriers i nclude C&O­
B&O ( including South Shore ), EJ&E, E-L, PC, Monon, N&W and 
GTW . C&EI is shown separately . 
**GM&O only . 

- 35 6 -



F . D. No . 22688 

I n 1965J Soo Line revenue ca rloads totaled 490 J076 
f which 383Jlll cars constituted interline traffic . 
s Table 1 14 indicatesJ the two largest volume inter-

ange points were Chicago and the Twin Cities . 
l ightly more than 68 percent of the cars interchanged 
t Chicago were interchanged with Eastern District 
arriers ( including C&EI J shown separately in Table 1 14). 

-nterchan~es with Santa Fe at Chicago tota led 5J 328 
arloads l approximately 4 percent of the total carloads 
nterchanged at Chicago ). I nterchanges with the North 
es ternJ Rock I sland and Milwaukee were each less than 
hree percent of the Chicago total . Interchanges at the 

Twin Cities with North Western were slightly over 28 
percent of the total Twin Cities interchange J while 
almost half of the interchange was with Great NorthernJ 

orthern Pacific J and Burlington . 

• inancial Status of Soo Line 

Soo Line ' s Annual Report Form A, filed with this 
Commission for the year 1968J shows in its balance 
sheet as of December 31J 1968J total assets aggregating 

245 . 2 millionJ comprised of current assets $35 . 9 
illionJ including among others J cash $395J 865J and 

t emporary cash investments $17. 6 million; special funds 
1 . 4 million; investments $4 mil lion (principally in 

a ffiliated companies ); total properties less depreciation 
and amortization $201 million and other assets and 
deferred charges $2 . 9 mill ion . Liabilities and share ­
ho lders' equity are comprised of current liabilities 
$17 . 9 millionJ including audited accounts and wages 
payable $1 . 5 million and accrued taxes $2 . 6 million; 
l ong- term debt $84 . 6 million including $4 million due 
withi n one year ; reserves $1 95J l40 and other liabilities 
and deferred credits $680 J 596; and shareholders' equity 
$141 . 8 millionJ which cons ist s of capital stock $90 . 8 
millionJ capital surplus $2 . 3 mil lion and retained 

ncome $48 . 7 million . 

Soo Line's income statement for the year 1968 
s hows total railway operating revenues $94 .1 millionJ 
with total railway operating expenses $70 . 9 millionJ 
resulting in an operating ratio of 75 . 38 percent . Net 
railway operating income of $8 . 8 mill i on plus income 
(net ) from other than railway operations aggregated 
$10 . 3 million which was available for payment of fixed 
charges of $8 . 1 million for 1968 . Net income after 
fixed charge S. and ot.ber deduc_tiQtis arhout)fed to $6 . 4 .million . 
For the year l 968J sufficient funds were generated from 
net income alone to s ervice its long- term debt due 
within one year and its ratio of total debt to combined 
tota l debt and shareholders 1 equity was a favorable 42 . 2 
pe rcent . As of December 31 J 1968 Soo Line ' s financia l 
pos i tion was good . · 
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Table 1 15~ following~ shows the Soo Line• s results 
of operations forfue f i ve year period from 1964 to 1968 . 
For such period ~ its operating ratio average about 76 . 57 
percent which is a more favorable operating efficiency 
than the average 77 . 8 percent reported for the carriers 
in the Western District . I ts working ca~ital position 
( current assets over current liabili ties ) h a s been 
adequate for conducting orderly operations and its ratio 
of total debt to combined total debt and stockholder •s 
equity never exceeded 42 . 2 percent . The Soo Line has 
ge nera ted sufficient funds in each year of the five 
y ear period to service its long - term debt due within o ne 
year and it has experienced no difficulties in meeting 
its fixed charges . 

Furthermore ~ Soo Line has paid divi dends to the 
Canadian Pacific) the controlling carrier) of $ 2 . 3 
million in l964J $2 . 1 million in 1965J $ 2 . 4 million in 
1966J $1 . 1 million in 1967 and $ 2 . 7 million in 1968 . 
The record discloses that in their operations the two 
carriers work together to the extent tha t their mutual 
financial interests are served . 

Based on the financial data discussed aboveJ it can 
be concluded that Soo Line 1 s railway operations have 
been profitable and it has maintained a sound financial 
po s ition. 
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Total -Railway 
Operating Revenues 

Table 11.5 

SOO LINE INCOME TREND 1964-1968 

Net Income After 
Fixed Charges and 
Other Deductions Operating 

Year (000) 

Total Railway 
Operating Expenses 

(000) 

Net Railway 
Operating Income 

(000) 

Income Available 
For Fixed Charges 

(000) (000 ) Ratio 

1964 
1965 
1966 
1967 
1968 

$81,894 
85,902 
92,849 
85, 777 
94,075 

Total 
Current Assets 

$63,916 $6 , 856 $ 7,706 $4,355 
65, 044 8,388 9,040 5,554 
68, 202 9,102 10,111 6,532 
68 ,845 4,616 5,918 2,203 
70,915 8,836 10,319 6}375 

WORKING CAPITAL 

Year (000) 

Total 
Current Liabilities 

(000) 

Working 
Capital 

(000) 

Total Operating Expenses 
Less Depreciation 

(000) 

Monthly Average Working 
Capital Requirement 

(000) 

1964 
1965 
1966 
1967 
1968 

$31,180 $13,763 $17, 417 $59 ,359 $4, 947 
31,317 13,482 17,835 60 , 451 5, 038 
34,212 14,368 19,844 63 , 492 5,291 
32,244 14,937 17,307 64,084 5,340 

35,873 17,970 17,903 66, 040 --~- _2~503 

1964 
(000) 

RATIO OF 'IOTAL DEBT 'IO 'IDTAL DEBT & S'IOCKHO LDERS 1 EQU ITY 

- % 1965 
(000) 

- % 1966 
(000) 

... % 1967 
(000) 

- % 1968 
(000) 

78.P5 
75.72 
73.45 
80.26 
75.38 

Working 
Capital Ratio 

2.3 
2.3 
2.4 
2.2 
2.0 

- % 

'ICTAL DEBT $ 93,606 ... 41 $ 94,831 - 4l $102,157 - 42.3 $ 98,606 - 41.3 $103,407 - 42.2 

s 'IDCKHOLDERS I EQUITY 

'ICTAL 

134,347 - 59 

$227,953 -100 

136,556 - 59 

$231,387 -100 

139,100 - 57.7 139,898 - 58.7 141,843 ... 57.8 

$241,257 ... 100 $238 ,504 .. 100 $245 ,250 -100 
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Preliminary Findings and Conclusions 

Soo Line's profitability and sound financial 
position, as above discussed, is the result of generally 
increasing traffic volume and revenues and the ability 
to hold operating expense increases to approximately the 
sime rate as that for revenue . With about four - fifths 
of its carloads moving in interline service, Soo Line is 
clearly dependent on the cooperation of connecting 
carriers for the success of its own operations . I n 
connection with the foregoing it is noted that roughly. 
one out of every four of Soo's interline cars is inter­
changed with Canadian Pacific ; the bulk of i t interline 
received cars . Canadian Pacific, by virtue of ownership 
of stock control of Soo Line and as the holder of a 
substantial amount of Soo ' s long- term obligations, is 
u nquestionably interested in Soo Line ' s profitability . 

Both carriers work together closely insofar as their 
mutua l interests are served , through for example , 
main tenance of a preferential traffic agreement . 
I ndeed , the previously discussed evidence makes it 
abundantly clear that the bulk of Soo Line ' s traffic 
moves eastward from the Noyes and Portal interchanges 
with Canad ian Pacific through the Twin Cities to the 
Chi cago gateway . Another substantial amount; of traffic 
is received from Canadian Pacific at Sault Ste . Marie 
and moves westward and toward Chicago on Soo Line . 
As a result of this cooperation, Canadian Pacific has 
realized the substantial annual dividends , discussed 
above , and enabled prompt payments on Soo Line's out ­
standing debt . 

Soo Line derives most of its revenue from agricultural 
and forest products traffic together with commodities 
used in support o.f those industries, and products of 
mines . 

Soo Line ' s largest interchanges with individual 
carriers were with its parent , the Canadian Pacific, 
with· whom it interchanged 103,610 carloads (or 27 
percent of the 1965 total interline carloads ) at Portal, 
Noyes, and Sault Ste . Marie, and of which 86, 607 or 84 
percent were received from Canadian Pacific . Soo Line 
also interchanged 25,767 carloads (without allowance for 
dup lications for bridge movements) with Canadian 
National and its subsidiaries , the Duluth, Winnepeg and 
Pacific and the Grand Trunk Western ( not shown separately 
in Table 114). Of this amount , 18, 364 carloads were 
i nterchanged at West Duluth with DW&P. 
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With respect to interline originated traffic 
totaling 105,619 carloads, only two points ori~inated 
in excess of 10,000 cars : Twin Cities (10,632) and 
Tracy Mine, Mich . (10)533 ). With respect to interline 
terminated traffic of 110, 420 carloads , Twin Ci ties 
was the only point of destination for 10, 000 or more 
cars with 21 ,034 c~rloads terminated . Twin Cities, 
Chicago and Superior were the principal points for both 
origination and termination of local traffic ) accounting 
for originations of 29,503 carloads ( or 28 percent of 
the total local traffic) and termina t i on of 44 ) 678 
carloads ( or 42 percent of the total local traffic ). · 

Soo Line rs largest interchanges other than 
those with Canadian Pacific are with the lines now part 
of Burlington Northern, the North Western, the Canadia n 
National subsidiary , Duluth, Winnipeg a nd : Pa:ci.i'ic ra:nd .the Eastern 
District class I line-haul carriers, as earlier 
detailed . 

Soo Line i s a healthy and important carrier in its 
service territory, which is rich in natural resources 
and agriculture and related industrial deve lopment . 
This is reflected in the fact that Soo Liners carload 
traffic in 1968 consisted of 19 percent local) 20 per­
cent interline originated and 36 percent interline 
terminated traffic. 
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MN&S 

Corporate History 

MN&S, incorporated in South Dakota on J u ne 18, 
1918, has its principal offices in Minneapolis . It 
ac qui red most of its present railroad properties through 
foreclosure sale in August 1918 . MN&S has no 
subsidiaries or affiliated companies . I t is owned by 
Pence Au tomobile Company through 99 . 62 percent stock 
ownership . 

Scope of Operations, Plant and Equipment 

MN&S operates approximately 80 miles of main track 
and branch lines all located in Minnesota , of which 61 
mi les are owned and 16 miles operated under trackage 
rights . The principal line of MN&S extends from 
Minneapolis to Northfield, and through trackage rights 
granted by the former Great Western, from Northfield to 
Randolph . MN&S operates 15 diesel locomotives , and has 
a car fleet of 329 cars, primarily boxcars . 

Freight Traffic : Characteristics and Volume 

MN&S is primarily an overhead carrier with more 
than 91 percent of its traffic falling into that 
category . Since its tracks circumvent the highly 
developed industrial center of the Twin Cities , it is 
useful as an alternate route around that area . 

Of the MN&S overhead traffic , the preponderance is 
through interchange with the Rock Islandmd Great 
Western ( now part of the North Western ). In 1966, of 
the total MN&S interchange , over 45 percent (32, 832 
cars ) were interchanged with Ro ck Island at Northfield , 
both northbound and southbound ; and 49 . 5 percent 
(36, 142 cars ) were interchanged with Great Western at 
Randolph, both northbound and southbound . 

Financial Status of Minneapolis , Northfield and Southern 

Annual Report Form C, filed by MN&S for the year 
1968, includes a balance sheet as of December 31, 1968 . 
I t shows total assets of $10 . 9 million , comprised of 
current assets $3 million, including among others cash 
$775,597 and temporary cash investments $1 . 5 million; 
special funds $1 , 900; investments $19,167 ; total 
propertie~ less depreciation and amortization $7 . 8 
million and other assets and deferred charges $89,536 . 
Liabilities and shareholders ' equity are comprised o f 
current liabilities $818, 405, including audited accounts 
and wages payable $98, 931 and accrued taxes $262, 421; 
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long-term debt due after one year $16, 250 ; reserves 
$76,137 and other liabilities and deferred credits 
$47,064; and shareholders' equity $9.10 million, which 
consists of capital stock $2 .3 million and retained 
income $7 . 7 million . 

MN&S's income statement for the year 1968 shows 
total railway operating revenues $4.4 million, with 
total railway operating expenses $3 . 2 million, resulting in 
a .. very favorable operating ratio of 72 . 72 percent . 
Net railway operating income of $397, 918 plus income 
from other than railway operations amounted to $485, 562 
which was available for payme nt p f fixed charges of 
only $27,376 for the year 1968 . I ts net income after 
fixed charges and other deduct i ons amounted to $458,186 . 

Based on the financial data discussed above , it is 
evident that as of December 31, 1968, MN&S had an 
insignificant amount of long- term debt; its operating 
ratiowas above average; it had an excellent working 
capital ratio of 3 . 7 and its earnings for the . 
year ~968 greatly exceeded its fixed charges . 

As of December 31, 1968, MN&S was a financially 
sound carrier . 

;-
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KCS AND L&A 

Corporate History 

As indicated in its brief, the Kansa s City Southern 

system includes the lines of the Louisiana & Arkansas , 

Arkansas Western, and Fort Smith & Van Buren . All of 

the outstanding capital stock of each of the three 

carriers last named is owned by the Kansas City 

Southern . Wholly owned carrier subsidiaries of the 

Kansas City Southern and Louisiana and Arkansas include 

several motor common carriers and various companies 

which perform rail terminal and switching services . 

Approximately 96 percent of the outstanding common 

capital stock of the Kansas City Southern and about 77 

percent of its preferred is held by Kansas City 

Southern Industries, I nc . The latter was organized so 

as to function as the noncarrier corporate parent of the 

Kans as City Sou thern and its carrier subsidiaries . 

See : Kansas City Southern Industries , Inc ., Control, 

317 I.C . C. l. 

Scope of Operations , Plant and Equipment 

The Kansas City Southern operates over about 895 

mi les of road in six States as follows : Missouri - 202 

miles , Kansas-36 miles , Arkansas-162 miles , Oklahoma -

149 mile s , Louisiana - 245 miles , and Texas - 99 miles . 

The L&A operates over 746 miles of main line road as 

follows : Louisiana - 504 miles , Texas - 195 miles and 

Arkansas - 47 miles . The lines of the Fort Smith and Van 

Buren and the Arkansas Western , both ope~ated by the 

Kansas City Southern, are between Coal Creek and 

McCurtain, Okla . (21 miles ) and between Heavener, Okla . , 

and Waldron , Ark . ( 35 miles ) . 

The principal line of the Kansas City Southern 

runs directly from Kansas City, Mo .-Kans ., to Port 

Arthur and Lake Charles , through Pitt sburg, Kans ., Coal 

Creek, Poteau , and Heavener , Okla . , Texarkana , 

Shreveport , and Beaumont . From Poteau to Fort Smith 

( about 29 miles ) the KCS operates under trackage rights 

over a llne of the Fris co: 

'l'he L&A operates over principal lines radiating 

from Shreveport ( l ) southeast to New Orleans through 

Alexd:~ria and Baton Rouge and (2 ) west to Greenville, 

Tex., over its own lines, and to Dallas, under trackage 

rights over the Santa Fe lines . L&A also operates over 

lines from Shreveport to Minden, La . , and f rom Hope , 

Ark ., to Alexandria, through Minden . 
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The KCS major freight yards and terminals are at 
Kansas Ci ty , Pittsburg , Heavener, DeQueen, Ark ., 
Texarkana , Shreveport , Beaumont and Port Arthur . The 
L&A major yards and terminals are at Alexandria, Baton 
Rouge and New Orleans . It utilizes the Kat y ' s yard at 
Greenvil le and the Santa Fe ' s yard at Dallas . 

The combined KCS -L&A freight car fleet totals 
about 10, 087 units , including 5,044 boxcars, and the 
locomotive f l eet totals 190 diesel units . 

Freight Traffic : Volume , Commodities and Traffic Flow 

Table s No . 1 16 and 1 17 set fo rth below show for 
the KCS and L&A, over the five year period indicated , 
the revenue carload tons of traffic hauled by each in 
various movements . I t is evident that about two - thirds 
of the KCS total revenue tonnage is interline originated 
and interline terminated traffic while approximately 
half of L&A ' s traffic fell in this category . For the 
latter carrier, bridge traffic tonnage exceeds that for 
any other class of traffic . The two carriers are 
clearly dependent on connections for the bulk of their 
traffic . 
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Table 116. 

KCS REVENUE 'IONS z CARLOAD TRAFFIC 

Originated Received From Connections 
Delivered To Delivered To Total 

Year Terminated on KCS Connecting Carriers Terminated on KCS Connecting Carriers Revenue fonri{iga 

1962 1, 669,730 3,385, 311 5, 441,427 2, 762 , 642 13 ,259,110 

1963 l , 768.,160 3, 459 , 394 4, 92L~ , 353 2, 835 , 821 12,987, 728 

VJ 
1964 1, 915 , 411 3, 595 ,229 6, 574, 536 2,849 , 460 14, 934,636 

,..,.., 
0'1 1965 1, 680,203 3, 768 , 627 6, 621, 679 2,681, 950 14, 752 , 459 

1966 1, 963 , 621 4,319,829 6, 580,449 2,819,184 15, 683 , 083 
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Table 102 

L&A REVENUE TO NS, CARLOAD TRAFFIC 

Originated Received From Connections 

Delivered To Delivered To Total 

Year Terminated on L&A Connecting Carriers Terminated on L&A Connecting Carriers Revenue Tonnage 
-

1962 2,105,540 , 2,420,237 3,321,183 2 ' 980 ' 610 10,827,570 

VoJ 1963 2,122,208 2,597,725 3,303,650 3,365, 727 11,389,310 
0'1 
"-l 

i 

1964 2,011, 561 2,840,447 3,376,062 4,355,489 12,583, 559 

1965 1,884, 6o2 2,885 , 469 3,189,443 5,099 ,755 13,059,269 

1966 1, 98 7,262 3,032,310 3,305,414 4,678,188 13,003,174 



F . D. No . 22688 

I t is unnecessary to detail the commodity consist 
of freight hauled by the KCS and L&A over the years . 
I n 1966 their revenue tonnages were divided into 
commodity groups in the following proportions : 

Table 118 
KCS AND L&A COMMODfTi -REVENUE TONNAGE 

Commodit~ Grou2 KCS Percentage L&A Percentage 

Product s of Agriculture 23 .29 11 . 43 
Animals and Products . 45 . 95 
Products of Mines 28 .35 28 . 10 
Products of Forests 9 .78 16 . 46 
Manufactures and 

Miscellaneous 38 . 13 43 .06 

During the year 1966, the KCS and the L&A handled 
a total of 313 , 905 cars and 248, 105 cars , respectively . 
Of such totals, local cars hauled were 40,774 for the 
KCS and 32 , 136 for the L&A . The remainder of the cars 
were involved in interchange operat ions and of which 
64, 920 cars were bridge movements over the KCS lines , 
and in s i milar service the L&A hauled 83,821 cars . 

The KCS and L&A interchange evidence does not 
disclose the extent to which the two carriers partici ­
pated between themselves in bridge movements via 
Shreveport , their only point in common . For this 
reason,bridge traffic as set forth in the evidence for 
each carrier is overstated for each to the extent that 
an indeterminate number of cars moved as bridge traffic 
over one of the two carriers and either originated or 
terminated on the lines of the other carrier . Si milarly , 
the evide nce understates the volume of local traffic 
for the KCS -L&A system to the extent that an indetermi ­
nate number of cars originated on one of the two carriers 
and terminated on the other ' s lines . I n view of the 
above discussed evidenti ary deficiencies , KCS and L&A 
have understated their combined strength as a local and 
as an origin and d estination carrier system . 

The above deficiencies arise in part from a 
failure to show cars interchang ed between KCS and L&A 
at Shreveport . The evidence for Shreveport shows only 
the cars interchanged by KCS and L&A together , on the 
one hand , and the following carriers on the other hand : 
I CRR , 17, 869 cars ; Cot to n Belt, 7, 454 ; Southern Pacific , 
16, 063 ; and Texas & Pacific , 7, 428 . 
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Tables 1 19 and J 20 below , show 1966 interchange 
ata for KCS and L&A, respectively , with adjustments 
aving been made to reflect unifications 1 ex cept BN: 

Table 1 1 9 

KANSAS CITY SOUTHERN MAJOR INTERCHANGES* 

KCS 
tat ion 
ans as City 

ve , Mo . 

anama , Okla . 

exarkana 

aumont 

Connecting 
Carrier 
AT&SF 
CB&Q 
MI LW 
C&NW 
RI 
MKT 
MP 
SLSF 
UP 
All Others 
Total 

MKT 

T&P 

MP 
T&P 
SLSW 
Total 

AT&SF 
MP 
SP 
Total 

ake Charles , La . MP 
SP 
Total 

Received 
2, 245 

13 , 496 
8, 065 
7, 855 
2, 398 

868 
4, 056 

276 
10, 421 

4, 863 
54, 543 

4, 385 

4, 233 

2, 620 
1,078 
4,534 
8,232 

17 J 30.4 
12,848 
25, 536 
55,688 

563 
42~ 
98 

Carloads 
Delivered 

4, 43·4-
6, ':143 
4, 538 
6, 129 
5,096 

201 
3, 812 

318 
5, 440 

11,2~7 
48,1 8 

4,709 

1, 305 

3, 572 
5, 707 
~_l~ 

llf;383 

1, 659 
6,575 
6, 018 

14,252 

1, 993 
2 , 9_15 
~ 

Total 
6,679 

20,439 
12,603 
13,984 
7,494 
1,069 
7,868 

594 
15, 861 
16,120 

102,711 

9, 094 

5, 538 

6, 192 
6, 785 
9, 638 

22,615 

18, 963 
19, 423 
31 , 5ti4 
69 , 9 0 

2,556 
l 3, 340 

5, 896 

-Excludes Shreveport . Major interchanges are those with 
000 or more cars total interchange . 
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Table 1 20 

LOUISIANA & ARKANSAS· MAJOR INTERCHANGES* 

L&A :Connecting Carloads 
Station Carrier Received Delivered Total 
Baton Rouge IC s J Y48 2J252 7J700 

MP 1 ~ 287 1 ~ 287 
Total 7 ~ 032 2z222 2z287 

New Orle ans IC 1J 507 1J l33 2J 640 
SP 2J 502 1J972 4J474 
All Others l4z2~ti 28l 269 42l 824 
Total l8z2 31 ~ 374 49 z938 

Hope MP 8J l09 2J 472 10J581 
SLSF 4 z ~86 1 ~ 112 ~ z 428 
Total 12l-22 3 z284 l -J 079 

Stamps J Ark . SLSF l l 922 4l 922 6l 824 

PacktonJ La . I C 4z43 2 10J377 l4z812 

Alexandria RI 1J771 1J269 3J040 
MP 2J 053 1J928 3J 981 
T&P 449 449 
SP l l 612 2z604 4z212 
To tal 2z882 2l8o 11 l o89 

Greenville MKT 6J338 3J 652 9J990 
SLSW 3z972 224 4z226 
Total l0z310 3J 9oo 14l 2lo 

Dallas AT&SF 9J 936 5J715 15J 651 
RI 7J894 860 8J754 
MKT 266 212 478 
SLSW 61 58 119 
SP 1J 896 1J594 3J490 
T&P 356 1Jl92 1J548 
SLSF 4J 136 693 4J 829 
All Others l l 202 l l 862 3 z070 
Total 22z 720 12l l82 37 z939 

*Excludes Shreveport. Major interchanges are those with 
5JOOO or more cars total interchanged . 
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Of .-. the interchange points shown in Tables 119 
and 120 , the Kansas Ci ty interchange for KCS is by far 
the largest in volume for the entire KCS-L&A system . 
Interchanges at Kansas City involved cars representing 
38 percent of KCS' 1966 interline carloads . The total 
Kansas City interchange (102,711 cars) for KCS is 
comparable in size to the Burlington-Union Pacific 
interchange at Grand Island in 1965, as discussed in 
the earlier section covering Burlington Northern. 
After Kansas City and ranked in descending order , the 
largest volume interchanges for KCS - L&A were at 
Beaumont, 69,940 cars; New Orleans, 49, 938; Dallas, 
37, 939; and Texarkana, 22, 615 . 

The following list ranks carriers actively partici­
pating in these proceedings by the numberof cars each 
interchan~ed with KCS-L&A at the points shown in 
Tables 119 and 1~0 and at Shreveport : 

Carrier 

1 . Southern Pacific - Cotton Belt 
2 . MoPac - T&P 
3 . Santa Fe 
4. Katy 
5. Burlington 
6 . Rock Island 
7 . Frisco 
8 . Union Pacific 
9 . North Western 

10 . Milwaukee 

Carloads 

84, 577 
73, 936 
41,293 
20 , 631 
20 ,439 
19,288 
17,775 
15, 861 
13 , 984 
12, 603 

Of the carriers listed above, Burlington, Union 
Pacific, North Western and Milwaukee connect with KCS 
at Kansas City only . The largest interchanges with 
individual carriers at points south of Kansas City 
are : ( 1) with Southern Pacific . .at. BeaumOnt ang. Shreveport; 
( 2) with MoPac at Beaumont ; and ( 3 ) with Santa Fe at 
Dallas and Beaumont . 

Based on 1965 estimates , no point on the KCS -L&A 
system was origin for 10, 000 or more cars of local 
traffic . With respect to interline originations, five 
points originated fro m about 10,000 to 20,000 cars 
( based on estimates for 1965) namely, North Ba ton 
Rouge , Port Arthur, Springhill , La., Port Neches, Tex . , 
and Kansas City (Mo .). Springhill was the only desti ­
nation with more than 10,000 cars of local traffic 
(Springhill also was ·destination of 9, 971 interline 
cars) . Six points were destination for more than 10,000 
interline cars : Spindletop , Tex ., 97,495 cars; Port 
Arthur , 31, 556; New Orleans , 22, 037; Baton Rouge, 18,257; 
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Kansas City (Mo . ), 12,359; and Shreveport , 10, 881 . 
Here again with respect to interline originations and 
interline terminations , the evidence does not disclose 
the number of cars originated on KCS and terminated on 
L&A and vice versa; and which movements would actually 
constitute local traffic to the combined system . 

As seen , KCS has a minimum of branch lines and 
essentially it conducts a main line operation . I n 
suc h operations for the year 1963 , it freight traffic 
density by major line segments between Kansas City 
a nd Shreveport ranged from a low of 5 . 6 million to a 
high of 7 . 2 million gross tons southbound , and from a 
low of 4 . 0 million to a high of 5 . 4 million gross tons 
northbound , and for the remainder of the line 
(Shreveport - Leesville -Port Arthur) density ranged from 
3 . 9 million to 4 . 2 million gross tons southbound and 
3 . 8 million to 3 . 9 million gross tons northbound . 

The L&A' s principal traffic density is in its 
Dallas - New Orleans operations . Between Dallas and 
Shreveport , density in 1963 was 2 . 7 million gross tons 
southbound and 1 . 7 mill ion northbound . Between 
Shreveport and New Orleans , southbound density ranged 
from 2 . 6 to 4 . 1 million gross tons, while northbound , 
the density ranged from 3.0 to 3 . 4 million gross tons . 
All other KCS and L&A lines handled less than two 
mi llion gross tons per segment in either direction . 

Financial Status of KCS 

The balance sheet of KCS and controlled companies 
filed in the .Annual Report Form A to the Commission, as 
of December 31 , 1968 shows total assets of $175 . 0 
million comprised of : Current assets $10 . 9 mill i on 
including, among others , cash $524,418 and temporary 
cash investme nts $500 , 000 ; special funds $1 . 7 million ; 
investme nts $20 . 6 million including investments in 
affiliated compani es $17 million and other investments 
$3 . 6 million; total properties , less depreciat i on and 
amortization, $140 . 8 million; and other assets and 
deferred charges $1 million . Liabilities and shareholde rs ' 
equity are compri sed of current liabilities $9 . 9 
million including audited accounts and wages payab l e 

1
2 . 1 million, miscellaneous and accrued accounts payable 
3 . 6 million and accrued taxes $707 , 914 ; long- term debt 
89 . 9 million, includi ng $5 . 7 million due wi thin one 

year ; reserves $721 , 712 ; other liabilities and deferred 
credits $757 , 517 ; and shareholders ' equity $73 . 7 
million, made up of capital stock $56 . 9 million, and 
retai ned income $16 . 7 million , including $600 , 000 
retained income - appropri ated . 
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KCS' s income st a teme nt for the ~ear 1968 shows 
t otal railway ope r at ing revenues of ~48 . 135 million 
and tota l railway operating expenses of $33 . 952 million 
with an operat ing ratio of 70 . 53 percent . Ne t railway 
opera ting income of $6. 2 million when added to the net 
i ncome realized from othe r than ra i lway operat i ons 
amounted to net income of $10 . 5 million which was the 
amount available for payment of fixed charges totaling 
$3 .8 mi llion for the year 1968 . Net income after 
f ixed charge s and othe r deductions (includes adjust ­
ments for extraordinary and prior period items ) 
amounted to $5. 6 mil lion . This amount together with 
funds generated by charges to depreciation , which 
totaled $3 .8 million, were more tha n sufficient to 
service its long- term debt due within one ye ar . KCS' 
ratio of total debt to combined total debt and share ­
holders ' equity of 57 . 9 percent as of December 31, 
1968 is well within the Commission ' s satisfactory 
limit which ranges from 50 to 70 percent. The 
f inancial posture of the KCS for the year 1968 is good . 

Table 121 , which follows , has bee n constructed to 
show the results of operations of the KCS for the five 
year period 1962-1966 . For that period of t ime , operating 
ratio averaged 60 . 5 percent ; current assets exceeded 
current liabilities to the extent that the working 
capital position was adequate for conducting orderly 
operations ; total debt trend based on a ratio of total 
debt to combined total debt and stockholders' equity 
did not exceed 45 percent ; funds were available to 
service long- term debt due within one year from ne t 
income alone without resorting to the use of funds 
generated by charges to depreciation ; and at no time did 
KCS realize any difficulty in generating su fficient 
income to meet fixed charges . 

KCS has historically enjoyed a profitable opera ­
tion and has continued to operate profitably in 1968 . 
I t is a financially sound carrier . 
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Year 

1962 
1963 
1964 
1965 
1966 

Total Railway 
Operating Revenues 

~000) 

$44, 002 
45 ,071 
48 ' 767 
47 ,125 
50,373 

Table 121 

KCS NET INCOME TREND 1962-1966 

Thtal Railway Net Railway Income Available 
Operating Expenses Operating Income For Fixed Charges 

(000) (000 ) (000) 

$25,688 $8 ,183 $8 ,885 
27,311 8,769 9, 388 
29 , 664 8,758 9,335 
29,435 8, 012 8, 445 
31, 391 8,180 8,795 

Net Income After 
Fixed Charges and 

F. D. No. 22688 

Other Deductions Operating 
(000) Ratio 

$6,748 
7, 069 
6,903 
6, 095 
6, 346 

58 .38 
60. 60 
60 . 83 
62 .46 
62 . 32 
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Fin a ncial Status of L&A 

The balance sheet of L&A fil e d in t he Annu al 
Rep ort Form A to the Commission , as of Decembe r 31, 
1968 shows total assets of $95 . 2 a nd is compri s e d of 
cu r rent assets $17 . 3 million includi ng , amo ng others , 
cash $3 .7 million and temporary cash i nvestments $8 . 8 
mi llion; special funds $50 , 376; investments in 
affiliated companies $12 . 3 million; total properties , 
less depreciation and amortization, $65 . 1 million ; and 
other assets and deferred charges $493 , 919 . Liabil ­
ities and shareholders 1 equity are comprised of 
current liabilities $5 . 9 million, including audited 
accounts and wages payable of $289, 340, miscellaneous 
and accrued accounts payable $1 . 8 million and accrued 
taxes $2 million; long- term debt $9 . 5 million, inc l ud ­
ing $2 million due within one year ; reserves $523 , 736; 
other liabilities and deferred credits $341,087; and 
shareholders ' equity $79 million, made up of capital 
stock $9 million, capital surplus $267 , 211 and retained 
income-unappropriated $69 .8 million . 

L&A's income statement for the year 1968 shows 
railway operating revenues of $30 . 487 million and · 
total railway operating expenses of $20 . 567 million 
with an operating ratio of 67 .46 percent . Net railway 
operating inrome of $3 . 2 million when added to the net 
income realized from other than railway operations 
amounted to net income of $3 . 8 million which was the 
amount available for payment of fixed charges of only 
$475, 481 for the year 1968 . Net income after fixed 
charges and other deductions (includes adjustments for 
extraordinary and prior period items ) amounted to $3 .1 
million . This amountwas sufficient in itself to 
service L&A ' s long - term debt due within one year 
without relying on any funds generated by charges to 
depreciation . Its ratio of t otal debt to combined total 
debt and stockholders' equity was a very favorable 17 
percent as of December 31, 1968 . The foregoing 
financial dat u show that the L&A's financial position 
as of December 31, 1968 was excellent . 

Table 1 22 , following, has been constructed to 
show the results of operations of the L&A for the five 
year period 1962-1966 . For that period~ time , its 
operating ratio averaged 65 . 2 percent ; current assets 
exceeded current liabilities to the extent that the 
working capital position was more than adequate for 
conducting orderly operat ions ; total debt trend for that 
period based on a ratio of total debt to combined total 
debt and stockholders ' equity did not exceed 18 percent ; 
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funds were available to service long - term debt due 
wi thin o n e year from net income alone in each year of 
the five year period discussed without resorting to 
the use of funds generated by charges to depreciation j 
and it has always generated sufficient income to 
service its fixed charges . 

L&A has historically conducted profitable opera ­
tions and it is a financially sound carrier . 
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Tabl e 122 

L&A NET INCOME TREND 1962-1966 

Total Hallway 
Operating Revenues 

Year (000) 

1962 $24, 286 
1963 24,815 
1964 26,382 
1965 28,100 
1966 28 447 

Total, Railway 
Operating Expenses 

(000) 

$15, 028 
16,154 
17,483 
17,977 
19 680 

Ne t Railway 
Operating Income 

(000) 

$3,158 
3,231 
4,103 
5,064 
4 359 

Income Available 
For Fixed Charges 

(000 ) 

$3,981 
4,181 
5, 048 
5,862 
5zl97 

Net Income Af t er 
Fixed Charges and 
Other Deductions Operating 

(000 ) Ratio 

$3,756 61. 88 
3,924 65 .10 
4,376 66. 27 
5,192 64.00 
4z447 69.18 

L&A WORKING CAPI TAL L&A RATIO OF TOTAL DEBT TO 1D TAL DEBT & S1DCKHOLDERS' EQUITY 
(000 ) 1962 - % 1963 .. % 1964 - % 1965 - % 1966 - % 

(000) (000) (000) (000) (000) 
1962 $18,810 TOTAL DEBT $12,60600 14.14 $15,560- 16.28 $ 20,406 ... 19.76 $ 25,303- 22.27 $ 20,693- J)3.21 
1963 20' 312 
1964 20,286 s 'IOCKHOLDERS I EQUITY 76,515- 85 . 86 80,006- 83 .72 83,260- 80.24 88,304- 77.73 92' 916- 81.79 1965 19,722 
1966 18, 641 'IOTAL $8 9,121-100 $95,556-100 $103J766-lOO $113,607-100 $113,609-100 
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Preliminary Findings and Conclusions 

The historical financial strength of the KCS 

system and profitability of its operations may properly 

be related in a large measure to the economic factors 

p reviously detailed . 

I n summaryJ neither the KCS nor the L&A J as a 

part of the KCS systemJ are hampered by uneconomical 

b ranch line operations . Efficient and profitable 

operations over the KCS system lines results in part 

from the relatively good balance of its flows of 

traffic . Based on individual carrier ' s freight 

traffic density for the year l963J northbound operations 

as a percentage of total traffic hauled was 44 percent 

for the KCS and 46 percent for the L&A . By major 

segments for both carriersJ the percentages were 

equally as balanced and in certain instances even more 

favorable. 

The bulk of both KCS and L&A traffic consists of 

interline originated and interline terminated traffic . 

Bridge traffic has historically exceeded local traffic 

a nd for L&AJ bridge traffic is the largest single 

class of traffic moved . In shortJ interline business 

is by far the mainstay for both carriersJ but when 

viewed in terms of the volume originatedJ and the volume 

terminated on line J together with the local traffic J it 

is clear that KCS and L&A can be characterized as 

originating and terminating carriers as opposed to 

being bridge carriers . FurtherJ the two carriers 

presented their traffic evidence in such a way that the 

volume of bridge traffic is overstated while the 

volume of local traffic is understated with respect to 

an indeterminate amount of traffic interchanged between 

themselves at Shreveport as discussed in the preceding 

section covering KCS and L&A freight traffic composition 

and interchanges . Most of the largest volume origin 

and destination points on KCS - L&A are in the Port 

Arthur-Beaumont-Lake CharlesJ New Orleans-Baton Rouge 

and Shreveport-Springhill areasJ and Kansas City. 

The Kansas City Southern and the Louisiana & 
Arkansas comprise a small but efficient and stable 

railroad systemJ well balanced in terms of operationsJ 

traffic composition and volumeJ and competitive strength 

as it relates to the traffic in which the two carriers 

participate . 
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M!! 

Corporate History 

The Katy, with its principal offices in Dallas , 

was incorporated J uly l, 1960, under the laws of 

Delaware . Pursuant to authority granted in Missouri ­

K.-T . R . Co . Consolidation, 312 I . C . C . 12 (1 960 ), 

Katy acquired all of the properties of the Missouri ­

Kansas - Texas Railroad Company, a Missouri company and 

of the Missouri -Kansas -Texas Railroad Company of 

Texas , a Texas corporation . It also acquired trackage 

rights of these carriers as well as stock control of 

their subsidiary companies , including Beaver, Meade and 

Englewood Railroad Company (BM&E ), in which they 

acquired all of the stock; The Wichita Falls Railway 

Company, the Wichita Fa lls and North Western Railway 

Company of Texas, the San Antonio Belt & Terminal 

Railway Company, in which they acquired all the stock 

except directors ' qualifying shares ; and Coordinated 

Transportation Company, a motor carrier , operating 

between points in Texas and performing pickup and delivery 

service at various points, in which they acquired all 

the stock except directors ' qualifying shares . In 

1967 , Katy disposed of is stock in the Texas Central 

Railroad Company, but its rail system currently includes 

the other four railroads . 

Subsidaries and Affiliates 

I n addition to the holdings in the above-mentioned 

rail and motor carriers , Katy owns 100 percent of 

Missouri Kansas & Texas Transportation Company; 50 per­

cent of the Galveston, Houston & Henderson Railroad 

Company (GH&H); 33 . 33 percent of the Joplin Union 

Depot Company and the Texas City Terminal Railway 

Company ; 12 . 5 percent of the Union Terminal Company of 

Da llas ; 8 . 33 percent of the Kansas City Terminal 

Rai lway Company; 6 . 25 percent of the Terminal Railroad 

Association of St . Louis ; 2 . 44 percen t of Trailer 

Train Company; 1 . 2 percent of the Railway Expre ss 

Agency, Inc . ; 1 . 0417 percent of the Pullman Company; 

and 100 percent of Donland Development Company, a no n ­

carrier, which owns lands at various points on the 

railroad for industrial development . 

Missouri Kansas & Texas Transportation Company is 

Katy's motor carrier subsidiary which operates the 

company's piggyback and affiliated truck service , as 

well as leasing tractor and trailer equipment used in 

piggyback service . M-K-T Transportation is the sole 

owner of Southwestern States Management Company , which 

owns properties and mineral rights in the States in 

which Kat y operates . Southwestern States owns M- K-T 
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Industries , I nc . , which, in turn, owns W. J . Smith 
Wood Preserving Comp any, which treats ties , poles and 
o t h er forest products for railroad a nd commercial use . 

Katy is controlled by Katy I ndustries , I nc . , 
through ownership of its common capi tal stock . Katy 
Indust ries , a holding company, was organized in 1967 in 
De l aware , for the purpose of engaging in large scale 
dive r s i fic a t i on . The acqu i s i tio n of cont r ol of the 
Kat y was not a transact i on subject to the Commission's 
jur i sdi ct i on . See : Katy Industries , Inc .-Control ­
Missouri - K . -T . R . Co ., 331 I . C . C. 405 ( 1967 ) . 

As of December 31 , 1968, Katy was authorized to 
i ssue 2 , 000, 000 shares of its $5 par value common stock, 
of whi ch 1 , 951 , 974 . 285 shar es were outstanding and 
princ i pal l y he l d ( 1 , 907 , 903 shares ) by Katy I ndustries . 

S cope of Op e r ations , Plan t and Equipment 

As of December 31 , 1968, Katy operated a pproximate l y 
2 ,789 mi l es of road i n four States , of whi ch 40 percent 
was branch line , a nd 367 miles were operated under 
t r ackage rights . It operated 391 miles of road i n 
Missouri, 330 miles in Ka nsas , 875 miles in Oklahoma , 
includi ng 105 miles operated by BM&E, a nd 1 , 193 mi l es 
in Texas . Katy ' s actual track mi leage at the e nd of 
1968 was 3 , 960 miles . There is no passenger service 
o n the lines of the Katy a nd the BM&E . 

The mai n l i ne routes of the Katy are from S t . 
Lou i s and Kansas Ci ty through Parso n s , Ka n s . ; f r om St . 
Lou i s and Kansas Ci ty to Oklahoma City, a l so through 
Parso ns ; from St . Lou i s a nd Ka nsas City t o Sa n Antonio 
a nd Ga l veston through Parson s , McAlester , Ok l a . , 
De n ison, Whitesboro , Fort Worth ( a l so Da l las ), Waco , 
a nd Austin, Te x . , to San Antonio , a nd through West 
Point , Te x ., and Houston to Ga l vesto n . The Katy-
BM&E combinat i o n also ope r ate over a line from De nison 
t o Keyes , Ok l a ., thr ough Wi chi ta Fa ll s . The ma in line 
t r ackage r i ghts operati o n s of the Katy a re : St . Lou i s 
to Mache n s , Mo . , over the Burlington - 17 mi les ; Pao l a , 
Ka n s . , to Ka nsas City ove r the Fr i sco - 41 . 20 miles ; 
Dewey to Bartlesvi lle , Okla . , over the Sa nta Fe - 3 . 69 
miles ; Whitesbo r o to Fort Wo r th ov e r the T&P, 71 . 19 
miles ; Wich i t a Falls to Stamford , Te x ., ove r the FW&D -
11 2 . 89 mile s ; Tayl or to San Marcos , Te x . , ov e r Mo Pa c -
64 . 7 9 mile s ; a nd Housto n to Ga lveston over GH&H - 49 . 21 
mile s . 
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The Examiner notes that road mi leage shown above 
for Mi ssouri , Te xas and Oklahoma , inc l udin g the 
trackage rights mileages shown for the l ine between 
Wichita Falls a nd Stamford , are sub j ect to changes 
occurring since the data were placed i n the record , in 
part because of the aband o nment applicat i o n s set forth 
be l ow (mileages rounded ) : 

Docket 

F . D. 25613 

F . D. 25614 

F . D. 25694 

F . D. 25737 

F . D. 25884 

Li ne to be Abandoned Status 

Al tus to Forgan, Ok l a . , 225 Pending 
mi les 

Beaver-Forfan - Keyes , 
105 miles BM&E) 

Okla . , Pending 

Whitesboro to Henrietta , Tex . 
87 miles 
He n r i etta to Wichi ta Fall s , 
Tex . 13 mi les * Consummated 

Walker to El Dorado Springs , Consummated 
Mo . 14 mi les 

Witchita Fa l ls to St a mford , 
Tex . 113 mi l es ** 
Stamford to Rota n , Te x . 
44 miles Pe nd ing 

* I nvolves trackage rights over the Wi chi t a Falls 
Railway Company . 
** I nvo l ves t rackage r i ghts o ve r FW&D . 
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Katy operates over some of the most direct routes . 
The exhibit below shows mileages between the more 
important points : 

From To St . Louis : To Kansas City : 

Kansas City 509 XX 

Parsons 376 132 
Oklahoma City 582 338 
Dallas 758 514 
Fort Worth 747 503 
Waco 831 587 
Houston 1, 072 828 
Galveston 1, 121 877 
Austin 941 697 

· San Antonio 1, 025 781 

Katy maintains f re ight yards and terminals in 
Texas at Dallas , Denis c n, Fort Worth , Galve ston, 
Houston, San Antonio , Stamford , Waco , and Wichita 
Falls ; in Oklahoma at Forgan, Muskogee and Oklahoma 
City ; at Parson , Kans . , St . Louis , Mo . , and Kansas 
City , Kaos .-Mo . In Texas , it has freight yards at 
Garland, Greenvill e , Sherman, and Texas City; in 
Oklahoma , at Altus , Cushing , McAlester , Tulsa , and 
Welon ; and at Coffeyville , Kans . 

I t offers six plans of piggyback service along 
most of its major line , with operating ramps at twenty­
one points , including St . Louis , Kansas City, Fort 
Worth , Houston, Galveston and San Antonio . 

At the close of 1968, Katy operated 179 diesel 
locomotives , including 32 freight units , 107 multiple 
purpose units , and 40 switching units . Car fleet in 
operation totaled 12, 752, and included 6,703 boxcars , 
1, 801 gondolas , 2, 224 open hoppers , 1, 557 covered 
hoppers , 22 tank cars , 50 refrigerated cars , : 85 flat 
cars , and 10 others . Total capacity was 898, 835 tons . 

Coordinated Transportation, one of Katy's motor 
carrier subsidiaries , has intrastate authority to 
operate between certain specified routes in Texas , and 
also authority granted by this Commission to operate in 
interstate or foreign commerce as a motor common 
carrier over specified routes in Missouri , Kansas and 
Oklahoma . Coordinated Transportation owns 6 trucks , 
12 tractors and 21 trailers and leases 16 tractors . 

Its balance sheet as of December 31, 1968, shows 
total assets aggregating $190, 365, consisting of current 
assets $137, 435, composed of cash and working funds 
$4, 294, special deposits $675, accounts receivable 
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$121 , 680, prepayments $9,753, and material and supplies 
$1 , 033; carrier operating property less reserve for 
depreciation and amortization $46, 877 ; intangible 
~roperty $100 and deferred and miscellaneous debits 
~5, 953 . Liabilities were : Current liabil i ties $57,544, 
composed of accounts payable $30, 225, salaries and 
wages payable $16, 074, taxes accrued $1 , 952 and other 
current and accrued liabilities $9, 293 ; l ong- term debt 
due within o ne year $3, 039 and due after one year 
$31 , 431 ; capital stock $10 , 000 and earned surplus ­
unappropriated $88, 351 . 

Income statements for 1966, 1967 and 1968, show 
operating revenues of $335, 491 , $401,675 and $458, 855, 
total operating expenses $348, 045, $414,107 and $469,3 93 
and deficits of $( 12, 335), $(12, 432 ) , and $(10,712), 
respectively . 

Katy ' s other motor carrier subs idiary, M- K- T 
Trans portation holds no operating authority from this 
Commis sion . I t performs pickup and delivery service 
for Kat y and loading and unloading services for Katy 
and Coordinated Transportation . M- K- T Transportation 
a l so holds Illinois intrastate authority to operate 
within the St . Louis-East St . Lou i s commercial zone , 
and Texas intrastate authority to operate within the 
Houston commercial zone . It utilizes company owned 
equipment consisting of 4 trucks and 13 tractor- trailer 
units and leased equipment comprised of 8 tractors and 
155 trailers . 

Freight Traffic : Volume and Commodity Characteristics 

Katy's freight traffic volume started a decline 
from the 1955 and 1956 level of over 15 million revenue 
tons to a low of slightly over 13 mi llion in 1958 . 
From 1958 thruugh 1965, annual tonnage varied little, 
ranging only from about 13 to 14 million tons . In 
1966, 1967, and 1968, the situat i on improved . The 1968 
figure of 15 .3 million revenue tons was of a magnitude 
comparable to the carrier ' s volume over a decade 
earlier . Revenue ton - miles generated followed a similar 
pattern; 4 . 5 billion in 1955, 4 .7 billion in 1956, 
followed by a decline to 3 .8 billion in 1958, and a 
period of little change until 1966, and 1967, when 
revenue ton - miles stood at 4 . 5 billion . In 1968 the 
high for the entire period was reached at 5 .0 billion . 

Freight revenue showed an almost uninterrupted 
decline from $64 . 9 million in 1956 to $46 . 5 million in 
1964 . Improvements then followed yearly to $62.4 
million in 1968 . 
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The record discloses that grain traffic 1 principally 
wheat 1 consistently has been the largest contributor 
to Katy's gross freight revenue over the years 1 despite 
rather wide year- to - year fluctuations in actual amounts 
of revenue . Katy ' s 1968 commodity statistics show that 
wheat traffic contributed over 8 percent of total gross 
freight revenue . The following commodity groups were 
the principal sources of the $66 . 2 million in gross 
freight revenue received in 1968 : "Farm Products " 
(including wheat L 14 percentj "Food & Kindred Products 1 " 

13 percent j "Chemicals & Products) " 10 percent j and 
II II II • II 
Stone 1 Clay & Glass Product s 1 Prlmary Metal Products 1 

"Lumber & Products 1 " "Ordnance and Accessories 1 " 

"Pulp 1 Paper & Products 1

11 and "Transportation 
Equipment 1 " from 5 to 8 percent each . In short 1 the 
foregoing commodity groups together accounted for about 
75 percent of Katy ' s gross freight revenue . 

Freight Traffic : Interchanges and Traffic Flow 

Katy ' s traffic density evidence shows data for 
1965 in terms of ( 1 ) net ton - miles and gross ton - miles 
per mile of road j and (2) net and ~ross ton- miles per 
segment of lin~ (varying in length ) . The traffic density 
evidence presented by most of the carriers previously 
analyzed herein was shown in terms of gross tonnage 
or gross ton- miles . The gross tonnage figures will be 
discussed here to maintain as much comparability as 
possible with the traffic density data discussed for 
the other carrier parties . 

The bulk of Katy ' s freight traffic moves over the 
routes from Kansas City and St . Louis to Parson 1 and 
from Parsons to Houston via Fort Worth 1 as shown below 
(directions are here defined as southbound for traffic 
moving toward Housto n and northbound for that which 
moves toward Kansas Ci ty or St . Louis ) : 

Line Segment ( s ) 
Gross Ton- Miles per Mile (Millions ) 

St . Lou i s -Parson s 
Kansas Ci ty - Parsons 
Parson s - De nison 
Denison - Fort Worth-Waco 
Waco - Houston 

Northbound Southbound 

1.8 
2 . 9 
2 . 9 
2 . 1 
2 . 1 

2 . 8 
4.6 
4. 8 
2 . 5 
2 . 6 

Only two other Katy routes exceeded one million 
gross to n - miles per mile in at least one direction 1 

namely1 an alternate route between Denison and Waco 
through Dallas ( 0 . 9 million northbound ) 1 . 2 million 
southbound ) 1 and a route between San Antonio and 
Taylor 1 Tex . 1 the latter point located on the Waco ­
Houston line . Density over the San Antonio line 
slightly exceeded one mill ion gross ton- miles per mile 
in each direction . 
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Katy's traffic is heaviest southbound from Kansas 
City and St . Louis , and the heaviest dens ity on the 
e ntire system is the result of the movement of traffic 
i n both directions between those points , on the one hand , 
a nd , Dallas-Fort Worth, San Antonio and Houston, on the 
other hand . The record shows that the balance of the 
system handles extremely little traffic . 

The interchange data next discussed embra~es the 
year 1965, during which time the Katy hauled a total 
o f 308, 918 carloads of freight , of which 81 , 302 carloads 
~oved entirely in local service . In other words , 77 
percent of the Katy cars hauled involved interchange 
ith other carriers . The Katy interlined cars at 77 

poin ts on its lines , with the volume ranging from as 
l itt l e as 2 cars at a point to as high as 75,982 cars . 
At 38 points , not one such poin t involved more than a 
t otal interchange o f 500 cars : the grand total of cars 
i nterchanged at the 38 points was 4,039, without allowance 
f or possible duplication of count resulting from 
bridge moveme nts between any pa ir of the 38 points . 

At each of 29 of the remaining 39 points , more 
tha n 500 cars but less than 5 , 000 cars were inter ­
changed for a grand total of 52, 420 cars ( again with 
no adjustment for bridge movements ) , divided amo ng 
t he connecting carriers as follows : Mo Pac -11, 555 cars , 
Frisco system- 10,392 cars, Santa Fe - 8 , 247 cars , Rock 
I sland - 6 , 789 cars, Southern Pacif i c -Cotton Belt - 3 , 812 
cars , T&P system- 3 , 028 cars , FW&D- 1 , 067 cars , KCS- 554 
cars , BM&E, the Katy subsidiary, 1 , 394 cars , and three 
r oads not parties to the proceedings , a total of about 
2,600 cars . Details of the interchanges at 9 of the 
r emainins 10 points are set forth below in Tables 1 2 3 
a nd 124 ( adjustments have been made to reflect uni fica tions, 
exceptBN; switching and terminal carriers are excluded ). 
The· tenth point involves an interchange betwee n Katy 
a nd a short line carrier not party to these proceedings . 
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Station 

Kansas City 

St . Louis 

Eve 

* 

Table 123 

MAJ OR KATY I NTERCHANGES 
MISSOURI POI NTS 

Connecting 
Carrier Delivered 

AT&SF 
CB&Q 
C&NW 
MILW 
RI 
KCS 
MP 
SL- SF 
UP 
GM&O* 
N&W* 

Total 

C&EI 
C&NW 
CB&Q 
RI 
I C 
MP 
SL- SF 
SLSW 
Eastern Dist . 

3, 640 
5, 359 
3, 444 
2, 527 
3, 237 

193 
1, 429 

81 
4, 541 

381 
942 

25, 774 

1, 025 
1, 049 

307 
21 

1, 425 
96 

213 
174 

Class I ** 15, 518 
Southern Dist . 
Class I*** 

Total 

KCS 5, 370 

F . D. No . 22688 

Carloads 
Received 

3, 002 
11, 829 
4, 251 
4, 400 
3, 442 

83 
1, 994 

33 
14,612 

772 
5,790 

50, 208 

1, 965 
2, 154 

782 
12 

2, 512 
91 

237 
35 

18, 405 

s,4nl 
31 , 6 4 

4, 710 

Total 

6, 642 
17, 188 
7, 695 
6, 927 
6, 679 

276 
3, 423 

114 
19, 153 
1, 153 
6, 732 

75, 982 

2, 990 
3, 203 
1, 089 

33 
3, 937 

187 
450 
209 

33 , 923 

9, 987 
56, oo8 

10, 080 

GM&O and N&W shown separately to emphasize status as 
Southern and Eastern District carriers , respectively . 
**Includes B&O, I T, PC, and N& W. 
***I nc l udes L&N, Southern and GM&O. 
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Table 12~ 

MAJOR KATY INTERCHANGES - TEXAS POINTS 

M- K- T Connecting Carloads 
Station Carrier Delivered Received Total 

Dallas - Fort AT&SF 1,767 1, 933 3,700 
Worth* RI 409 1, 975 2,384 

FW&D 
L&A (Dallas 

2, 202 1, 565 3 , 767 

only) 142 228 370 
MP 1,065 940 2, 005 
SL- SF 428 1, 907 2, 335 
SLSW 1, 153 1 , 317 2, 470 
SP 1, 732 1, 348 3, 080 
T&P 6; 862 ~ l ~96 l2z46l 

Total l2z763 l -z - 02 ~72 

Houston AT&SF 83 649 732 
RI 178 12 190 
FW&D 78 3 81 
MP 3 , 576 1, 087 4 , 663 
SP 2z201 2z820 11 ~ 021 

Total 9zll6 72571 16l 687 

Denison SL- SF 451 1, 410 1, 861 
SP 3 ,076 3 , 626 6, 702 
T&P 186 249 435 

Total · 3 z713 22 2S:2 8l 228 

Greenville L&A 6, 535 4,028 10 , 563 
SLSW l z283 2z391 3 z674 

Total 7,818 62419 14z237 
--

San Antonio MP 1,905 339 2, 244 
SP 4z334 2zl08 9z442 

Total 6z239 22447 ll z686 
-

*Dallas is located on a line alternate to the 
roughly parallel line serving Fort Worth . There 
is no Katy line connecting the two cities 
directly ( see text below ) . 

Table 123 shows that Katy interchanged 75 , 982 cars 
at Kansas City, and 56,008 at St . Louis in 1965 . These 
totals represent 32 percent and 24 percent, respectively, 
of Katy's total interline carloads handled in that year . 
Interchanges with Burlington and Union Pacific repre ­
sented nearly half of Katy ' s Kansas City interchange , 
while Eastern District carriers ( including C&EI) 
accounted for almost two - thirds of Katy ' s St . Louis 
interchange . At Kansas City, two - thirds of the cars 
interchanged either originated or terminated on Katy, 
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but at St . Louis the comparable proportion was about 55 
percent, the balance, of course , being bridge traffic 
for Katy . Almost 80 perce nt of the cars interchanged 
with Kansas City Southern at Eve were bridge cars for 
Katy . 

The interchanges in Texas , shown on Table 124, 
are of co nsiderably less volume than Kansas City and 
St . Louis . The Da llas and Fort Worth interchanges are 
shown in the table combined . The Dallas interchange 
amounted to 15,457 cars vs . 17,115 for Fort Worth . 
The two gateways lie on alternate routes extending 
between Denison and Hillsboro , Tex ., with no direct 
route between them . For purposes of this discussion, 
as in ea r lier analyses of other carriers ' Dallas and 
Fort Worth interchanges, the two gateways are treated 
as one . The same railroads connect with Katy at both 
point s , with the exception of Louisiana & Arkansas , 
which serves Dallas only . 

Most of the individual interchanges between Katy 
a nd its connections involved leRs than 5,000 cars each 
at the points shown in Table 124. The largest single 
interchanges we r e with T&P at Dallas and Fort Worth , 
12, 461 cars ; Southern Pacif i c at Houston, 11, 021 ; and 
Louisiana & Arkansas (KCS) at Greenville, 10, 563 . 
Traffic originated or terminated by Katy comprises the 
largest portion of the cars interchanged in_ Texas . 

Of the 64,459 interline cars originated at the 30 
most important points for such traffic , 25, 884 cars 
(40 percent) originated in Texas . Similarly, of the 
93 , 225 interline cars termi nated at the 30 most 
important points of destination for i nterline traffic , 
73,212 cars (79 percent ) terminated at Texas points . 
All of the major local traffic origin stations were 
origins of less than 8, 000 cars each . For local 
terminations , Houston was the largest in volume with 
14,674 cars , followed by Galveston with 8, 068 . All 
other stations were destinations of less than 6, 500 cars 
each (origin and destination data are for the year 
1965 ). 

Financial Analysis 

Katy ' s diversion study in this proceeding was 
based on the latest available data in the year 1964 . 
I ts balance sheet and income statement for that period 
have been furnished below to show its financial position 
as at the time of the study . Financial statements for 
the year 1968 have also been furnished , in order to 
show Katy ' s financial position as of the latest avail -
able date . It is noted that all of the financial statements 
and exhibits included in the following analysis include 11 Katy 
& Controlled Companies" on the same basis that it reports to 
the Commission in its Annual Report Form A. 
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Table 125 

KA TY BALANCE SHEE'IS AS OF 

Current Assets 
Cash 
-Temporary cash investments 
Special deposits 
Loans and notes receivable 
Net balance receivable f r om a gent s and 

conductors 
Miscellaneous accounts r eceivabl e 
Interest and dividends receivable 
Accrued account s receivable 
v!orking f und advances 
Prepayments 
~laterial and supplies 
Other current assets 

Tbtal current assets 

§pecial Funds 
· Sinking funds 

Capital and other reserve funds 
Insurance and ot her funds 

To tal special funds 

Investment s 
Investments in affiliated cos. 
Other inves tments 

Tbtal investments 

Properties 
Road and equipment property 

· Improvements on leased property 
Total t ranspor tation property 

1. Accrued depreciation-Rd. & Equip. 
Amortization of defense projects-Rd. & Equip. 

Recorded depreciation and amortization 
Tot al transportation property less depr. 
and amort~ 

Miscellaneous physical property 
Accrued deprecia tion-mis cellaneous physical 

property 
Miscellaneous physical property less depr. 
Tbtal properties less depr. & amort. 

Other Assets and Deferred Charges 
Other assets 
Unamortized discount on long-term deb t 
Other deferred charges 

Total other assets and deferred charges 

Total Assets 

December 31, 1964 

$ 96~,585 
1,000,000 

492,096 

1,2 99,701 
703,832 
90,346 

942 ,900 
35,437 

2L.8 , 46o 
L,l2 5,280 

48,913 
9,94P-0% 

220,000 
4,791,978 

43,800 
~zO~~z 778 

15,524, 1!40 
22,305 

l~z%o,74~ 

277,244,020 

2 77z2[i[i,020 
(44,331,4~0) 
( 258 ,610 ) 
(44,)90,0150) 

232 2653 2960 

2,oo9,099 

701,344) 
1,367' 755 

234,021~ 

186,268 
352,418 
665z219 

lz203z90S 

$265~ 776~697 
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December 31, 1968 

$ 1,898,330 

. ).j.71, 697 
152,200 

2,054,587 
1,580 ,192 

21,775 
1. , 569 ,433 

47 ,428 
34o , e66 

. 3,309, 750 
36~556 

11,482 , 814 

220 ,000 
125,414 
80 ~293 

42~ z 707 

5,987,034 
43lzl48 

oz41R,l82 

236, 420' 458 

2315z420z4)8 
(33, 763,6915) 
( 502,970) 
(33, 8~ 7 ,545) 

202 z 562 2913 
2,328 ,12 6 

502 J 970) 
1,825,156 

204,388zOti9 

995 ,343 
162,806 
42lz948 

lzS80,097 

$22 4z294,869 



Table 12 5 - Continued 

KATY BALANCE SHEE'IS AS OF 

Current Liabilities 
Loans and notes payable 
Traffic and car-se~rice balance-cr. 
Audited accounts and wages payable 
Miscellaneous accounts payable 
Interest matured unpaid 
Dividends matured unpaid 
Unmatured interest accrued 
Accrued accounts payable 
Other taxes accrued 
Other current liabilities 

1btal current liabilities (exclusive of 
long-term debt due Witnin ~l - year) 

Long-Term Debt Due Within 1 Year 
Equipment obligations and other debt 

Long-Term Debt Due After l Year 
FUnded debt unmatured 
Equipment obligations 
Amounts payable to affiliated companies 

1btal long-term debt due after l year 

Reserves 
Casualty and other reserves 

1btal reserves 

Other Liabilities and Deferred Credits 
Other liabilities 
Other deferred credits 

1btal other liabilities and deferred credits 

Shareholders' Equi~ 
Capital stock-total 
Stock liability for conversion 

Tbtal capital stock 

Capital Surplus 
Premiums and assessments· on capital stock 
Paid-in-surplus 

· Tbtal capital surplus 

Retained Income 
Retained income-unappropriated 

1btal retained income 
1btal shareholders' equ~ty 

1btal liabilities and shareholders' equity 

tecember 31, l 96h 

$ 
1,561,528 
4, 619,293 

471,060 
451,971 

5,871 
478,292 

3,128,493 
901,239 
636,903 

l2z254,650 

3z699z000 

120,268,865 
7,798,241 

l28,0b7,l0b 

601,213 
b0l,213 

82,601,696 
60,650 

82, ot;2, 34o 

7,379,571 
302 

7,379,873 

26z293 
2b,293 

3lz086z216 
3lz08oz2lo 
38,492,382 

$265' 776,697 
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December 3lz 19~ 

$ 7,432,000 
1,295,555 
6,281, ,403 

688,349 
400,585 . 

4,836 
432,378 

3,872,433 
1,230,926 

909,340 

22,551,105 

1z332z497 

106,953,500 
1,483,451 
1,265z 780 

109' 702' 731 

655,593 
t;55z593 

82 '626, 926 
836,513 

--.....8-:-3 ..... , 4-7-1) 3 , Ii.39 

9, 759,871 
302 

9, 700zl73 

1,827,496 
26,293 

1,.853, 789 

( 5z02h,458) 
( 5 ,024,458) 

6,589zS04 

$224,294z869 
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Table 126 

KA TY INCOME S ·rA TEMS ITS T<'O R. THE YEARS 

llital Operating Revenues 

Qperating Expenses 
Maintenance of way & structures: 

Exclusive of depreciation 
Depreciation 

Maintenance of Equipment: 
Exclusive of depreciation 
Depreciation 

Traffic 
Transportation 
Miscellaneous & general 

Total operating expenses 

·Net revenue from railway operations 

Railway tax accruals 

Railway operating income 

Rent income-cr. 
Rents payable- dr. 

Net rents-dr. 

Net railway operating income 

'lbtal other income 

To tal income 

'lbtal miscellaneous deductions 

income available f or fixed charges 

Fixed charges 
Contingent interest (other deductions) 

Tbtal fixed charges & contingent interest 
Ordinary income 

'lbtal extrao~dinary items (net) 

Net income after fixed charges and 
other deductions 
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1964 

$50 ,735,642 

8, 826,938 
1,047,949 

7,740,566 
3,005,505 
2,101,463 

21,206,021 
2,620,085 

46,549,127 

4,186,515 

4,019,992 

166,523 

197,219 
6,974,096 

(6, 776,877) 

6,610,354 

1,190,534 

(5,4l9,g2o) 

120,260 

(5,540,080) 

3,027,237 
207,043 

3,234,280 
(8' 774,360) 

$(8, 774,360) 

1968 

~6h,592,822 

8,559,016 
955,846 

5,989,096 
1,996,540 
3,251,693 

24,613,121 
3,073,313 

48,438,625 

16,154,197 

4,873,597 

11,280,600 

236,570 
12,285,715 

(12,049,145) 

768 , 5h5) 

1,074,886 

306,341 

24,600 

281,741 

3,253,631 

3' 253' 631 
(2,971,890) 

$(2' 971,890) 
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Gross Railway Operating Revenues & Expenses 

Through an improvement program started in the 
early part of 1965J the Katy has been upgrading its 
tracks and replacing its operating equipment . As a 
result of these efforts there hasbeen an improvement 
in service and operating efficiency . Table 127 follow ­
ing ) shows that its railway operating revenues have 
increased from $50 . 7 million in 1964 to $64 . 6 million 
in 1968 . 

Railwa¥ operating expenses went from $46 . 5 million 
in 1964 to ~48 . 4 million in l968J indicating that its 
margin of operating efficiency improved substantially 
from an operating ratio of 91 . 7 percent in 1964 to a 
very favorable 75 percent in 1968. 

Net Railway Operating I n come and Net Income 

Table 12 7 shows that Katy has had a deficit in net 
income every year since 1964 . However) there has been 
a significant improvement in its earnings position 
since that yearJ considering that it has reduced its 
deficit operations from $8 . 8 mill ion in 1964 to 
approximately $3 million in 1968 . 

Working Capital 

Table 127 also discloses that for the five year 
period 1964 to l968J Katy ' s average monthly working 
capital requirement was about $3 . 7 million . For the 
same period of timeJ its working capital deficit of 
$2 . 3 million in 1964 worsened progressively and in 1968 
it amounted to $11 million . 

While Katy ' s improved operations have resulted in 
greater gross revenues) its earnings have not i mproved 
to the extent that its working capital positio r. has 
been increased sufficiently to meet its average monthly 
working capital requirements . 

Equipment Rents 

Katy attributed a great deal of its losses in 
earning power to its inability to maintain a sufficient 
number of cars available to accommodate the needs of 
shippers . In l965J because of its financial inability 
to purchase equipment ) it adopted a program of acquiring 
equipment under long- term leases . . The rentals for this 
equipment appear in the equipment rent accounts . No 
interest charges or depreciation are accrued on these 
rental units . The Katy has been a per diem debtor road 
for many yearsJ however) the car acquisition and better­
ment program has reversed its net per diem debit balance 
of $1 . 9 million in 1964 to a credit balance of $2 mi l l i o n 
in 1968 . To this extent its per diem credit represents 
a partial offset to rentals paid under long- term leases . 

- 392 -



F. D. No . 22688 

Although Katy ' s improvement program successfu lly 
built up its equipment status , its improvement program 
for roadway and track facilities have lagged behind . 
This has restricted substantially Katy ' s ability to 
increase its earning power . 

Total Debt 

For the five year period 1964-1968, Katy has 
increased its operating efficiency . This is attribute~ 
to the acquisition of new and additional equipment, 
some capital improvements and rate increases authorized 
by the Commission . Whi le the Katy regained a substantial 
amount of lost traffic and revenues, its increased 
operations have not been sufficient to convert its 
deficit operations mto one producing net income . 

Tabl e 127 also shows that for the five year 
period 1964-1968, the ratio of total debt to combined 
total debt and stockholders ' equity has risen from 86 
percent in 1964 to a high of 97 percent in 1968 . The 
record also shows that the ratio of~ng- term debt to 
the total of such debt and stockholders ' equity 
increased substantially from 77 percent in 1964 to 91 
percent in 1968 . Thus, Katy's creditors ' equity in the 
entity is more than 90 percent compared to stockholders ' 
equity . 

For the five year period , Katy has been unable to 
meet its fixed char~es and contingent interest which has 
averaged more than ~3 million annually . It sees little 
chance of obtaining any additional financial assistance 
from lending institutions . 

Katy's deficit operations and unfavorable credit 
situation reflects the image of a financially weak 
carrier . 
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Year 

1964 
1965 
1966 
1967 
1968 

Total 
Operating Revenues 

(000) 

$50,736 
49, 600 
54, 819 
56,858 
6J.i, 593 

Table lZl 

KA 'IY 1 S INCOME TREND 1964-1968 

Total 
Operating Expense 

(000) 

$46,549 
44,347 
48 ,713 
47,839 
48 , h39 

Net Za.ilway 
Opera t ing Income 

(000 ) 

$(6, 610) 
(5,379) 
(5,33 5) 
(5,151) 
( 769 ) 

\fORKING CAPITAL 

Income Available 
For Fixed Charges 

(000) 

$(5, 540 ) 
(4,525 
(4,644) 
(4,4LtO) 

282 

Net Income After 
Fixed Charges And 
Othe r Deductions 

(000 ) 

~ ( 8 ,774) 
(7,715) 
(7,835) 
( 7 J 792 ) 
(2, 972) 

Total Total vJo rking Total Ope rating Expenses Honthl y Average l\1orking 
Current Assets Current Liabilit i es Canital Less Denr ecia tion Capital Requirement 

Year (000) (000 ) (000 ) (000) (000) 

1964 $ 9,949 $12,255 ~~ c 2 , ]o6) $42 , 496 ~3 , 5hl 
1965 9,118 13,841 ( h, 723) 40 , 673 3, 389 
1966 12,662 20 , 556 ( 7,894) 45 ,331 3, 778 
1967 11,167 22 , 625 (11, 458 ) 44, 679 3, 723 
1968 11, 483 22 , 511 (11, 028 ) 45 ,486 3, 7Jl 

RATIO 0"5' 'IOTAL DEET 'ID 'IDTAL DEBT & S'IDCKHOLDERS' EQIJITY 

1964 - c1 1965 .. % 1966 - al 1967 - % 1968 - % /0 /0 

(000) (000) (000) (000 ) (000 ) 

'IDTAL DEBT $227,284 - 86 $225,583 - 88 $232 ' 980 - 93 $217, 938 - 95 $217' 705 - 97 
S'IOCKHOLDERS' EQUITY 28 11..,22 - l~ 29 1L[8l - 12 18 1 ~27 - 7 l Oz 971 - 5 6z569 - 3 
'ID 'IYI.L $265,776 -100 $255 , 064 -100 $251,377 -100 $228 , 909 -100 $224,294 -100 

Operating 
Ratio 

91.7 
89 .4 
88 . 9 
e4.1 
75.0 

Working 
Capital Ra tio 
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Preliminary Findings and Conclusions 

The deterioration of the Katy which began in the 
mid - 1950 ' s in traffic volume and freight revenue , from 
the revenue freight standpoint , reached the lowest point 
in 1964 . During such period , revenue tonnage remained 
at about 13 to 14 million tons annually , however , freight 
revenue dropped from a 1956 high of $64 . 9 million to 
$46 . 5 million in 1964, and Katy ' s plant and equipment 
deteriorated badly . All of the foregoing factors taken 
together adversely affected Katy ' s ability to meet its 
fixed charges , caused a steady decrease in its rate of 
return, and resulted in a deficit working capital 
position in 1964 . No party to these proceedings 
contests the above-described deterioration of the Katy . 

Since 1964, Katy has been able to make some 
substantial improvements in certain aspects of its 
physical plant , competitive ability, and financial 
position . Nonetheless , serious problems remain with 
the carrier as a carryover from the period above ­
described, and necessary attempts to alleviate these 
problems in turn have aggravated an already adverse 
debt position . 

With respect to the improvements , Katy has almost 
completely rehabilitated and modernized its equipment 
as funds have become available . The more limited funds 
availabJe for fixed facilities primarily have been 
invested in Katy's main routes in Kansas, Oklahoma, and 
Texas for the purposes of rehabilitating and upgrading 
the trackage . 

The rehabilitation and modernization program has 
in large part contributed to the increase in freight 
revenue from the $46 . 5 million received in 1964 to 
$62 . 4 million in 1968 . Revenue tonnage hauled in 1968 
did not reach that hauled over the highest year in the 
preceding decade , however , revenue ton - miles generated 
in 1968 did exceed the largest generated in any year of 
the preceding decade . 

Katy derives most of its gross freight revenues 
from agricultural traffic , principally wheat , food and 
food products, and commodities used for agricultural 
production . As a result , Katy, like Rock Island , 
handles a large amount of traffic subject to the 
seasonal and o t herwise variable production volume 
associated with agriculture , particularly grain production . 

As seen , Katy 1 s traffic density is extremely 
light on branch lines, a number of which are now the 
subject of several abandonment applications . Only the 
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main lines between Kansas City and St . Louis on the 
north , and Texas points on the south handle fairly 

heavy traffi c ( approximately 5 to 8 million gross ton ­

miles per mil·e of road ) . While about one - third of the 

carrier ' s carloads constitute local traffic , the remain­

ing two - thirds consists largely of interline 
terminated traffic . About one - third of Katy ' s interline 

carloads are interchanged with connections at Kansas 

City, and nearly one - fourth are interchanged at St . 

Lou i s . Of the remaining 75 interchange points , most 

of the ma j or o nes are in Texas , and account for 
cons i derably ·less volume than either Kansas City or St . 

Louis . Katy ' s stations in Texas accounted for the 
bulk of interline cars originated or terminated at its 

largest volume origin and destination stations for such 

traffic . 

Katy ' s principal advantage lies in its possession 

of some of the shortest rail routes that connect 
Kansas Ci ty and St . Louis with the major cities in 

Texas . Although the carrier has improved its revenue 

and competitive position since 1964, it still suffers 

from a lack of funds adequate to meet the requirements 

of its deferred maintenance in track . However, Katy ' s 

financial position is such that it has no funds on 

ha nd nor does it have an available line of credit . On 

this bas i s , it is apparent that if Katy cannot obtain 

additional fu nds through substantially increased revenues 

or obtain some othe r f inancial support , its unfavorable 

f ina ncial posi tio n will suffer furthe r deterioration . 
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MOPAC. AND T&P 

Corporate History 

Mo Pac ' s original antecedent , the Pa c ific Railroad, 
was chartered in Missouri in 1849 to build a line of 
railroad from St . Louis to a point on the western 
bo rder of the State . The line reached Kansa s City in 
1865, being the first railroad to serve that city, and 
fo llowing the Civil War, service was extended to 
Atchison, through Leavenworth , Kans . During the period 
1850 through the 1870 ' s , v~rious companies, later 
consolidated under Mo Pac ownership in 1881 , built 
e xtensive lines of road in Missouri, Arkansas , Louisiana, 
a nd Texas . 

Subsidiaries and Affiliates 

As of December 20 , 1968, Mississippi River Corpo ra ­
t ion owned 60 . 8 percent of the 1;861,077 shares of 
Class A stock of Mo Pac; and The Franklin National Bank 
of New York, as Trustee for Alleghany Corp oration, 
ow ned 52 . 23 percent of the 39, 731 shares of Cla ss B 
s tock of Mo Pac . 

The Mo Pa c has a number of solely owned and jointly 
co ntrolled carrier and noncarrier subs i d iary companies . 
Included in the solely owned companie s are protestant 
T&P, controlled by MoPac through 95 . 5 percent stock 
ownership, and the Chicago & Eastern I llinois Railroad 
Company .~4 Also , the Mo Pa c jointly controls the Alton 
and Southern Railroad, through 50 percent stock owner ­
ship, pursuant to authority gran ted in St . Louis SW Ry . 
Co . - - Purchase --Al ton & S . R . , 331 I . C. C . 515 ( 1 968 ). 
The T&P, chartered by Act of Congress in 1871, also is 
the parent of various carrier companies as detailed in 
Texas & Pac . Ry . Co .--Control --Kansas , O. G. Ry . Co . , 
3 24 I . C. C . 309 ( 1964 ). Both t he Mo Pac a nd T&P have 
subsidiary interstate motor common carriers of freight: 
Mi ssouri Pacific Truck Line s and T&P Motor Trans port Co . 

As seen , T&P has intervened separate l y and apart 
f rom its parent company, a nd also T&P has presented 
e vidence relating to its own operati o n s . At the same 
t i me , as the record made so clearl y shows , the interest 
of the T&P is inextricably tied to the interest o f the 

44 Authority for control of the Chicago & Eastern 
Illinois was granted in Missouri Pac . R . Co .--Control -­
Chicago & E . I . R . Co . , 327 I . C . C . 279 ( 1 965 ) the C&EI 
case . As of December 31 , 1 969, the Mo Pac owned~8 
percent of the Chicago & Eastern Il linois outstanding 
common capital stock . 
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intere s t of the Mo Pac system of carriers . And when the 

MoPac s peaks , i t speaks for the entire system not for 

it s elf a l o n e . Al so , as so aptly put by various 

p a rticip a t ing carriers , in the i n terest of fair play 

t he MoPac should not be permi tted t wo b i tes at the 

apple . Ac cordi ngly, the total scope of evidence 

presented by T&P and Mo Pac will be v iewed in the light 

o f the i mpact a nd effect upon the interest of the 

c ombined MoPac system . 

Sc ope o f Operations , Plant and Equipme nt 

As of the close of 1968 the miles of road operated 

by the Mo Pac totaled 8,979, of which the following 

mileages were operated in each State served : 

Arkansas 
Colorado 
I llinois 
Kansas 
Louisiana 
Mi ss i ss i ppi 
Missouri 
Nebraska 
Oklahoma 
Tennessee 
Texas 

1 , 626 
155 
278 

1 , 935 
1 , 018 

3 
1 , 360 

324 
162 

14 
2 , 103 

For purposes of the considered proceedings , the 

lines of service of t he Mo Pac system are adequately 

described in the C&EI case as fo l lows : Mo Pac serves a 

broad territory south and west of St . Louis . I ts 

lines radiate from St . Louis , across Missouri to 

Ka nsas City and St . J oseph, a nd on to Omaha ; across 

Kansas to Pueblo ; across Arkansas , Oklahoma , and 

Texas , serving such ma j or commercial centers as Little 

Rock, Pine Bluff , and Fort Smith, Ark . , Dallas , Fort 

Worth, El Paso a nd San Antonio , Tex . ; across Loui siana 

through Shreveport , Alexandria , and Baton Rouge ; along 

the Gulf of Mexico from Brownsville , Tex . , to New 

Orlea n s , La . , serving numerous ports including, among 

others , Corpus Christi , Galveston, Houston , Tex . , and 

Lake Charles , La . ; and serving a number of river ports 

i n cluding Natchez , Miss ., Memphis , and Cairo . 
\ 

The T&P operates 1 , 967 miles of road in the 

following five States : Texas - 1 , 17 8 miles , Louisiana - 569 

mi l es , Arkansas -. 42 mile , Kansas - 40 miles , and Oklahoma -

180 miles . I ts ma i n line stretches from New Orleans , 

La . , on the east to El Paso, Tex . , on the ~est via 

Alex a ndri a a nd Shreveport , La . , Texarkana , Marshall , 

Longview, Dal l as , Fort Worth, Ab i lene , Sweetwater, Big 

Spring , Mid l a nd , Odessa , Pecos and Sierra Blanca , Tex . 
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A second line parallels the main line about 75 miles 
to the north, from Texarkana via Paris to Sherman 
joining the main line again at Fort Worth . There is 
also a main line connecti on of 67 miles from Texarkana 
to Marshall , just west of Shreveport , Texarkana being 
the connection of the T&P with the MoPac operating 
from Memphis , and St . Louis to the Southwest . At 
Longview and Fort Worth the T&P has connections with 
the Missouri Pacific operating from those junctions into 
south Texas . At El Paso the T&P connects with the 
Southern Pacific . 

MoPac has a fleet of 994 locomotives and 44, 710 
freight cars , and it owns a 70 percent interest in 
American Refrigerator Transit Co . , which owns 8, 258 
freight cars . T&P utilizes 224 locomotives and 9, 937 
freight cars . 

Freight Traffic : Volume, Consist and Traffic F low 

During the 1964-1968 period , MoPac freight traffic 
showed a net m crease in revenue to nnage handled from 
69, 606, 079 in 1964 to 72, 391, 854 in 1968 and in freight 
revenue from $270, 935, 059 in 1964 to $307, 673 , 553 in 
1968 . Although the tonnage handled in 1968 was a 
decrease from a high of 75, 849, 427 revenue tons in 
1966, the freight revenue in 1968 was the highest 
during the period . 

For the five - year period , interline originated 
and interline terminated traffic remained stable in 
relation to the total of all classes of traffic while 
local traffic decreased slightly and bridge traffic 
increased slightly . Stated as a percentage of total 
carload traffic , interline originated traffic ranged 
from 28 to 29 percent and interline terminated traffic 
from 23 to 24 percent . Local traffic decreased ftom 27 
percent to 24 percent while overhead traffic increased 
from 22 to 23 percent , comparing 1964 to 1968 . In 
short , interline traffic accounted for approximately 75 
percent of all of MoPac ' s traffic over the period . 

During the same period , T&P freight traffic showed 
a net increase in revenue tonnage handled from 
20, 181, 203 in 1964 to 23 , 416, 756 in 1968 ( approximately 
16 percent ) and in freight revenue from $61,162,139 in 
1964 to $73 , 046, 779 in 1968 ( approximately 18 percent ) . 
Stated as a percentage of total carloads for the five ­
year period , local traffic ranged from 8 to 10 p ercent , 
interline originated traffic from 19 to 23 percent , 
interline terminated traffic from 26 to 28 percent and 
overhead traffic from 41 to 44 percen t . Thus , interline 
traffic accounted for slightly over 90 percent of T&P' s 
traffic for the period . 
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It i s unnecessary to detail the commodity consist 
of freight hauled by the Mo Pac system ( MPJ T&PJ KO&GJ 
excluding C&EI) over the years . In 1965 the following 
ten commodity groups produced slightly in excess of 83 
percent of the gross freight revenue of the system . 

Commodi ty Group 

Chemicals & Products 
Farm Products 
Food & Kindred Products 
Primary Metal Products 
Transportation Equipment 
Non - Metallic Minerals 
Lumber Products 
Stone J Clay and Glass Products 
Petroleum and Coal Products 
Pulp J Paper & Products 

Total 

*Includes L . C . L . traffic 

Percent of Gross 
Freight Revenue * 

16 .7 
12 . 0 
10 . 7 
7 .7 
7 .6 
6 . 9 
6 . 5 
6 . 2 
5. 1 
3 .9 

B"3.3 

The Mo Pac system ' s heaviest density route ( based 
on 1966 data ) extends from Dupo (E . St . Louis ) south­
westward to Fort Worth and Dallas . Density over the 
line ranges from 4 to 9 million net tons per mile of 
road in eith er direction . Heavy density routes extend 
from the St . Louis -Fort Worth line in the Li ttle Rock 
area ( l ) to Memphis ( over 4 million net tons per mile 
eastbound ) over 2 mill i on westbound )j ( 2 ) to New Orlea ns 
( approximately 4 million tons eastbound ) l to 4 
million westbound )j and (3 ) to OkayJ Okla . ( less than 2 
million net tons per mile westbound ) i . e . J from Little 
RockJ nearly 3 millio n eastbound ) . The route from 
Kansas Ci ty to Fort Worth through Okay ( the junction 
with the Little Rock line )J handles 4 to 5 million tons 
southbound to OkayJ and 2 . 5 million south from Okay to 
Fort Worth . Northbound traffic is relatively light : 
Fort Worth to Okay amounts to about l million net tons J 
while from Okay to Kansas CityJ the line handles 2 to 
5 million tons . Heaviest traffic on the Kansas City­
Fort Worth line is on the segment between Kansas City 
and Osawatomie ) Kans .J junction point for the Kansas 
City -Pueblo line . The Pueblo line handles somewhat less 
than 2 million net tons per mile of road westbound and 
over 2 million eastbound . Between Kansas Ci ty and St . 
Louis J Mo . J traffic moves via two routes for part of 
the distanc e . Overall ) eastbou nd net tonnage averages 
3 to 4 million per mile J and westbound ) the density is 
approximately 3 million tons . The Omaha - Kansas City 
route handles l to 3 million net tons southbound and less 
than 2 million northbound . 
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The T&P route from El Paso to Fort Worth carries 
relatively light traffic over the western portion of 
the line : between El Paso and Big Spring , Tex., eastbound 
net tonnage ranges from less than one million to 1 . 5 
million per mile eastbound a nd from 1 . 3 mill ion to 1 . 6 
million westbound j and between Big Spring and Fort 
Worth, eastbound tonnage increases, reaching 3 millio n 
per mile near Fort Worth, while in the opposite direction , 
traffic go ing from Fort Worth to Big Spring decreases 
from 2 . 3 to 2 . 1 million net tons pe r mile . 

Mo Pac lines radiating from Houston to Corpus Christi , 
San Antonio , Fort Worth and Longview, Tex . , and to 
Alexandria and New Orleans , handle generally from 1 to 3 
million net tons per.mile of road in either direction . 

As seen, the Mo Pac - T&P system blankets the area it 
se rves with a complex route system containing many heavy 
d ensity routes . Traffic is for the most part ba l anced 
in terms of net tons handled in each direction . 
Basically , the system has ext reme l y heavy traffic between 
St . Louis and Kansas City on the north, and Texas points 
and New Orleans on the south . East - west routes extend ­
ing to Pueblo and El Paso o n the west a nd to Memphis on 
the e a st are of somewhat lighter traffic density . 
However, because of the interwoven route structure of 
the Mo Pac system, most of the major routes carry both 
north~south and east - west traffic over a portion of 
each route's length . 

In number of cars , MoPac ' s largest interchange 
points are : the St . Louis area , 406, 965 ( or about one ­
third of the total Mo Pac i nterline carloads in 1966 )j 
Kansas City, 179, 440 j Memphis , 125, 9l4 j Pueblo , 93 , 28l j 
Omaha , 43 , 648 j and Houston , New Orleans, Beaumont, and 
Fort Worth, 20 , 000 to 30, 000 cars each . Tabl e 12a, below, 
shows the interchanges by carri er for St . Louis and 
Kansas City . Adjustments have been made to reflect 
unifications 1 e~cept BN~ ~o Pac interchanges here 
d i scussed are for the year 1966 . 
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Table 128 

MAJOR MOPAC INTERCHANGES {12662 ST . LOUIS AREA 
AND KANSAS CITY 

Mo Pac Connec ting Carloads 
Station Carrier Received Delivered 
St . Louis ) DupoJ C&EI 16) 337 12)952 
& E . St . Louis C&NW 9Jl92 15)373 

CB&Q 5J76l 6)680 
RI 103 392 
IC 24) 843 l5Jl99 
MKT 71 155 
SLSF 557 464 
SLSW 581 190 
Eastern Dist . 
Class I* ll7J550 142) 257 
Southern Dis t . 
Class I* l2 l 2~l 22l 75.7 
To tal l90 l 5_- 6 216l419 

Kansas City AT&SF 17)050 12)754 
CB&Q 14) 486 8)069 
C&NW 5J63l 5J526 
MILW 9J822 8Jl46 
RI 5J764 6)993 
KCS 4J890 4Jl88 
MKT 2J 358 2J 222 
SLSF 4J03l 4J915 
UP 31 )642 20J096 
N&W* 5J 493 2J 512 
GM&O* l l 34l l l 5_ll 
Total 102) 5_08 76)932 

*At St . Louis ) Dupo and· E . St . Louis) Eastern District 
carriers shown as an aggregate include PCJ B&OJ N&W J and 
IT . Similarly) Southern District carriers include 
GM&OJ L&N and Southern . N&W and GM&O are shown specifi ­
cally for Kansas City . 

Table 128 indicates that the bulk of the Mo Pac cars 
interchanged in the St . Loui s area move to and from 
carriers principally serving the Eastern and Southern 
Districts . Its subsidiary) C&EI J and the North Western 
and the Illinoi s Central ) · each has lines to Chicago 
from St . Louis . At Kansas CityJ Mo Pac ' s largest inter­
change is with Union Pacific . Santa Fe and Burlington 
are the second and third largest volume connections . 
Traffic received at Kansas City exceeds that delivered 

Total 
29) 289 
24)565 
l2J44l 

495 
40J042 

226 
lJ02l 

771 

259) 807 

38l 308 
4o6 l 965. 

29) 804 
22 ) 555 
llJl57 
17) 968 
12)757 

9J078 
4J 580 
8J946 

51 ) 738 
8)005 
2 l 8~2 

l79J 4 0 

by MoPac J while the situation is the reverse at St . Louis . 
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At Omaha ( not shown in Table 12~ , nearly 30 ,000 
of the 43 , 648 cars interchanged were interchanged with 
North Western . Al l : remaining connections at Omaha 
(Burlington, Milwaukee , Rock I sland{ Illinois Central , 
Union Pacific and Norfolk & Western } interchanged less 
than 5,000 cars each with MoPac . 

The Pueblo interchange~ almost entirely with Rio 
Grande : of the 93 , 281 cars interchanged there, 87 , 872 
were with Rio Grande , 3 , 861 with Colorado & Southern , 
and 1 , 548 with Santa Fe. The number of cars delivered 
to Rio Grande nearly equalled those received from that 
carrier . Santa Fe and Mo Pac interchanged 5 , 972 cars , 
and the Katy and Mo Pac interchanged 624 at Coffeyvil le , 
Kans . All other MoPac interchange points in I llinois , 
Missouri, Kansas and Colorado and all interchange points 
in Oklahoma accounted for less than 5 , 000 cars each . 
The bulk of the cars interchanged at the Kansas City and 
Pueblo gateways is bridge traffic for MoPac , while the 
Omaha and St . Louis gateways traffic consists mostly 
of interline originated and interline terminated traffic . 

Turning to gateways in the States served by 
southern MoPac lines, i . e . , Tennessee , Arkansas, Louisiana 
and Texas , the Memphis gateway is by far the largest in · 
interchange volume . Of the 125,914 cars interchanged by 
Mo Pac at Memphis , 107,246 moved to and from the Illinois 
Central , Louisville & Nashville , Southern and GM&O. 
Of the remaining 18, 668 cars interchanged, 18,371 were 
with Fris co , and the balance with Rock I sland and 
Cotton Belt . Much the same situation prevails at New 
Orleans : of the 30, 428 cars Mo Pac interchanged , all 
but 145 cars were interchanged with the Southern District 
connections named above for Memphis . 

At Baton Rouge, Monroe , and Vidalia , La . , MoPac 
and I llinois Central interchanged from 5,000 to 10 , 000 
cars at each point . MoPac interchanges with other 
carriers at these points totaled less than 3 , 500 cars . 
Interchanges at Alexandria with Rock I sland, Louisiana & 
Arkansas, and Southern Pacific amounted to 1,479 cars , 
4 ,710 cars, and 6 , 254 cars , respectively . Mo Pac inter­
changed 13,813 cars with ·southern Pacific and 1,447 
with Kansas City Southern at Lake Charles, consisting 
primarily of cars delivered to the latter two carriers . 

In Arkansas only the interchanges at Hope, N. Li ttle 
Rock, and Texarkana exceeded 5 , 000 cars each : Mo Pac 
interchanged 10, 967 cars with Louis i ana & Arkansas and 
4 , 249 with Frisco at Hope ; 5,742 cars with Ro ck I sland 
and 2 , 336 with Cotton Belt at N. Li ttle Rock ; and 6 , 744 
with KCS and 1 , 601 with Cotton Belt at Texarkana . 
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Only four points in Texas had interchanges in 
excess of 5, 000 cars for MoPac . Bay City, the smallest , 
was the point of interchange for 9, 515 cars between 
Mo Pac and Santa Fe and only 20 cars between Mo Pac and 
Southern Pacific . The remaining three Texas points are 
shown in detail in Table 129 , below : 

Table :129 

MAJOR MoPAC I NTERCHANGES 
FORT WORTHJ HOUSTON AND BEAUMONT 

Mo Pac Connecting Carloads 
Station Carrier Received Delivered Total 

Fort Worth AT&SF 2, 4"27 2, 196 4, 623 
RI 3 , 752 1 , 028 4, 780 
FW&D 1 , 319 1, 262 2, 581 
MKT 748 867 1 , 615 
SLSF 4, 378 2, 163 6, 541 
SLSW 87 191 278 
SP 62 79 148 
Total 12 ~ 780 7 , 786 20 l 266 

Houston AT&SF 4, 365 l , 365 5, 730 
RI 2, 470 76 2, 546 
FW&D 5, 759 176 5, 935 
MKT 3 , 716 1, 134 4 , 850 
SP 7 ~ 840 3 , 866 11, 706 
Total 24 , 150 6, 617 30, 767 

BP.aumont AT&SF 6, 119 2, 814 8, 933 
KCS 6, 248 9, 571 15, 819 
SP ~26 1, 444 l l 970 
Total 12, 93 13 , 829 26, 722 

Most of the traffic interchanged at the points 
named in Table 129 either origi nated or terminated on 
Mo Pac lines . Mo Pac ' s interchange evidence does not 
disclose the number of cars interchanged with its 
subsidiary, Texas & Pacific , but the latter carrier ' s 
evidence does show this information . Evidence submitted 
by T&P, however , is based on movements taking place 
during 1965 ( as opposed to 1966 for Mo Pac ) . Principal 
points of interchange between Mo Pac and T&P are listed 
in Table 130 below together with the volume at each 
po i nt : 
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Table 130 

MAJOR INTERCHANGES BETWEEN Mo PAC AND T&P 

% of T&P 
Total 1965 

MoPac-T&P Station Car loads Interline Cars 

l. 
2. 
3 . 
4 . 
5 . 
6 . 
7 . 

Alexandria 16, 446 3 . 4 
Denison* 53 , 716 11.0 
Fort Worth 58,564 12 .0 
Livonia, La . 10, 483 2 . 2 
Longview 107, 490 22 . 1 
Mineola , Tex . 3, 668 .8 
Texarkana 214 , 694 44 . 2 

*Denison is a KO&G- T&P interchange . KO&G and 
Mo Pac connect at Okay, Okla . (data for the Okay 
interchange are not of record ) . 

The above points are the only ones at which Mo Pac 
and T&P interchanged 500 or more cars between themselves 
in 1965 . The bulk of the traffic interchanged between 
the two carriers at Fort Worth , Longview , and Texarkana , 
and between Texas & Pacific and its subidiary, KO&G, at 
Denison, consisted of cars moving as bridge traffic over 
T&P . Most of the cars interchanged at Al exa ndria and 
Livonia either originated or terminated on T&P . 
Comparable information for the Mineola interchange is 
not of record . I t is impossible to determine from the 
data of record the number of cars , if any, that were 
received by T&P from Mo Pac at one point and delivered 
to MoPac at another point as a coo r dinated service between 
the parent and its subsidiary : the percentages shown in 
the above table show that at a minimum, T&P and Mo Pac 
have a close operating relationship , and that most of 
T&P' s interline traffic has a prior or subsequent haul 
by MoPac . 

T&P interchanges with applicants , their affiliates , 
and with other carriers active1y participating herein , 
are shown below in Table 131. Interchanges with Mo Pa c 
have been deleted , and only those points are shown at 
which at least 5, 000 cars were interchanged with at 
least one of the above - described carriers . 
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Table 131 

MAJOR T&P INTERCHANGES 
EXCLUDI NG THOSE WI·TH 

T&P Connecting Carloads 
Station Carrier Received Delivered Total 

Texarkana KCS 7J650 lJ328 8J 978 
SLSW 344 l J 675 2J019 

Big SandyJ Tex . SLSW 2J 659 l J807 4J 466 

Dallas - Fort Worth AT&SF l6J414 6J848 23 J 262 
RI 6J896 4J075 l0J 97l 
FW&D 3J755 6J 509 lOJ 264 
L&A(Dallas only )lJ052 589 l J 64l 
MKT 6J 989 5J 639 l2J 628 
SLSF 5J 032 4J755 9J787 
SP 2J478 6J 502 8J 980 
SLSW 340 832 1J l 72 

El Paso AT&SF 486 701 1J l87 
SP l7J543 24J696 42J 239 

J efferson) Tex . L&A 385 l J 353 l J738 

Longview AT&SF l J 542 2J747 4J 289 

Sweetwater AT&SF 6J376 6J 602 l2J 978 

New Orleans IC l J489 3J 566 5J055 
L&A 24 136 160 
SP 19 19 
Southern Dist . 
Class I* 7J388 l9J305 26J 693 

Shreveport IC 9, 931 8J650 18, 581 
KQS 1, 919 2, 597 4J516 
L&A 1Jl35 l J82l 2J 956 
SP 691 670 l J36l 
SLSW 485 301 786 

Alexandria RI 919 298 l J2l .... 
L&A 112 470 582 
SP 2J 28l 351 2J 632 

*Includes L&N, GM&O and Southern . 
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With respect to interchanges with carriers other 
than Mo Pac and KO&G, the T&P' s largest individual inter ­
changes are : at El Paso, with Southern Pacific , 42, 239 
cars; at Dallas - Fort Worth with Santa Fe , 23 , 262, with 
Katy , 12, 628, and with FW&D, Rock Island, Frisco and 
Southern Pacific , from 8,900 to 11 , 000 cars each; at 
Sweetwater, with Santa Fe , 12, 978 ; and at Shreveport , 
with I CRR, 18, 581 . Interchanges at New Orleans are made 
principally with Louisville & Nashville, GM&O, and the 
Southern Railway System . 

Origin and~stination volume data , by station, are 
shown in Mo Pac's evidence in terms of carloads , while 
those for T&P are shown in terms of revenue . For Mo Pac 
in 1966, local traffic originations totaled 26 , 267 cars 
at Kansas City; 15, 883 at St . Louis ( Mo .) ; 15, 774 at 
Houston ; 13,224 at Little Rock - N. Little Rock ; 10,540 
at Prairie Du Rocher, Ill . ; and 10, 381 at the Pyatt 
Fidelity Mine , Ill . Local terminations amounted to 
35,210 cars at Houston; 26,816 at Kansas City; 23 , 323 at 
St . Louis ; 19, 079 at Pine Bluff ; 14, 806 at New Orleans ; 
and from 10, 000 to 12, 000 cars each at Baton Rouge - N. Baton 
Rouge, Ford, Ill . , Bastrop, La ., Memphis , Omaha - S . Omaha , 
and Dupo - E . St . Louis . Mo Pac interline originations 
totaled from 20,000 to 30 , 000 cars each at Kansas City, 
St . Louis (Mo .), Pea Ridge, Mo ., and Houston; 17,604 
at Freeport , Tex .; and 11,783 at Little Rock- N. Little 
Rock . Interline terminations amounted to somewhat over 
41,000 cars each at Kansas City and Houston; 21 , 886 at 
Corpus Christi , Tex ., and from 10, 000 to 16, 000 cars each 
at Laredo , Tex . , St . Louis ( Mo . ), Little Rock - N. Little 
Rock , Memphis and New Orleans . All other stations were 
origin or destination for less than 10,000 cars for each 
class of traffic . 

For T&P in 1965, New Orleans generated $1 . 0 million 
in revenue for local traffic . Interline originated 
revenue accruing to T&P amounted to $2 . 5 million and 
$2 . 0 million at Odessa and Big Spring, Tex . , respectively . 
Interline cars terminated represented $4 . 5 million in 
revenue at Dallas , $3 . 1 million at Arlington, Tex ., 
$2 . 7 million at Odessa, and from $1 . 0 to $2 . 0 million at 
El Paso , Fort Worth and New Orleans . All other points 
accounted for less than $1 . 0 million for each class of 
traffic . 

Financial Status of Mo Pac 

The following discussion of Mo Pac ' s financial data 
is based on its Annual Report Form A, filed with the 
Commission . Mo Pac ' s balance sheet as of December 31 , 1968, 
shows total assets aggregating $1 , 001 . 5 million, comprised 
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of current assets $75 million) including among others ) 
cash $13 . 6 million and temporary cash investments $1 
million j special funds $6 . 8 millionj investments $108 . 9 
million including $83 . 9 million investments in affiliated 
companies and other investments $25 millionj total 
prop erties ) less depreciation and amortization $807 . 1 
million and other assets and deferred charges $3 . 7 
million . Liabilities and shareholders ' equity are 
comprised of current liabilities $67 . 1 million including 

audited accounts and wages payable $4 . 8 million and 
accrued taxes $8 . 4 millionj long- term debt $552 million 

including $11 . 8 million due within one yearj reserves 
$7 . 5 million and other liabilities and deferred credits 
$5 . 6 million j and shareholders ' equity $369 . 3 million) 
which consists of capital stock $190 . 1 million) capital 

surplus $2 million and retained income $177 . 1 million . 

MoPac ' s income statement for the year 1968J shows 
total railway operating revenues $231 . 5 million) with 
total railway operating expenses $249 . 9 million ) result ­
ing in an operating ratio of 75 . 37 percent . Net · 

railway operating income of $25 . 6 million plus income 
(net) from other than railway operations aggregated 
$39 . 6 million which was available for fixed charges of 
$14 . 7 million for 1968 . Net income after fixed charges 
and other deductions amounted to $14 . 7 million . For the 
year 1968J Mo Pac ' s operating efficiency was very good 
considering that its operating ratio was 75 . 37 percent j 
funds available from net income alone were sufficient 
to service long - term debt due within one yearj and 
although its ratio of total debt to combined total debt 
and shareholders ' equity was a somewhat high 63 percent) 

it was within the 70 percent limit generally recognized 
by the Commission as an acceptable debt ratio limit . 
Based on the financial data discussed herein) MoPac ' s 
financial position as of December 31 J 1968 was relatively 
sound . 

Table 132 following ) shows the Mo Pac ' s results of 
operations for the five year period from 1964 to 1968 . 
For that period its operating ratio averaged a favorable 
73 . 73 percent ) which is above the a verage realized by 
the Western railroads . As a result of its efficient 
operations MoPac ' s net income has been sufficient to 
service its long- term debt due within one yearJ and it 
has had no difficulty in meeting its fixed charges for 
that period . 

The record discloses that Mo Pac has made and 
pursues a policy of making substantial expenditures for 
capital improvements and new operating equipment . 
Although these addit i o0s and betterments have undoubtedly 
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helped MoPac maintain its financial stability, it has 
a l so added to what it refers to as the tremendous debt 
it inherited at the time of its reorganization . For 
the five year period 1964- 1968, its ratio of total debt 
to combined total debt and stockholders ' equity averaged 
65 percent and its ratio of long- term debt to the total 
of such debt and stockholders ' equity averaged 62 
percent . This situation could possibly represent a 
serious threat to the financial well being of the Mo Pac , 
considering that the record discloses that for the 
period 1964- 1968 an average of 57 percent of its 
earnings were used to meet its fixed charges and other 
deductions ( contingent interest) . Accordingly, if the 
MoPac is to continue to maintain its comparatively 
sound financial position,i t cannot afford to relax its 
efforts towards increasing or at least maintaining the 
amount of revenues it earns . 

- 409 -



~ .... 
0 

F. D. No . 22688 

Table 132. 

MoPAC INCOME TRENP 1964-1968 

Net Income Af ter 
Total To t al Net Railway Income Available Fixed Char ges and 

Operating Revenues Operating Expenses Operating Income For Fixed Charges Other Deductions 
Year (000) (000) (000) (000) (000) 

1964 $306,999 $228, 604 $37, 460 $45 ,148 $19, 463 
1965 313,732 230,291 38 ;928 45, 445 19,635 
1966 324,696 236,127 36,118 44,278 18,706 
1967 318,329 231,744 33, 649 48, 523 23,273 
1968 331,531 249,870 25,568 39,559 14, 657 

------

Working C~p ital 

Total Total Wor ki ng To t al Operating Expenses Monthly Averag~ . vlorki ng 
Current Assets 

Year (000) 

1964 $84,492 
1965 83,522 
1966 70,363 
1967 83,677 
1968 74,900 

'IDTAL DEBT 
S'IO CKHOLDERS 1 EQUITY 
'IDTAL 

Current Liabili t ie s Capi t al Less Depreciation Capi tal Requirement 
(000) (000) {000) (000) 

$60, 650 $23,842 $209, 925 $17,493 
60,325 23,197 211, 235 17, 603 
69, 456 907 216, 92 3 18,077 
68 ,12 4 15, 553 212,939 17,745 
67, 052 7, 848 231,086 19,257 

RATIO OF 'IDTAL DEET '10 'IOTAL DEBT & S'IDCKHOLDERS' EqUITY 

1964 
(000) 

- % 1965 - % 1966 .. % 1967 
(000) 

- % 1968 - % 

$642,021 - 67 
316,147 - 33 

$958,168 -100 

(000) (000) 

$643, 912- 66.4 $645 , 528 - 65 .7 $638, 017 - 64 
325 ,731- 33. 6 336,749 ~ 34.3 360, 047 - 36 

$969,6£3 -100 ~982,3 7 7 -1oo $998, o64 -1oo 

(000 ) 

$. 632,173 - 63 
369,291 - 37 

$1, 001,464 - 100 

Operat i ng 
Ratio 

74.46 
73.40 
72.72 
72. 80 
75.37 

Working 
.Cap i tal Ratio 

1.4 
1.4 
1. 0 
1.2 
1.1 
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Financial Status of T&P 

T&P' s financial statement s filed in its Annual 
Report Form A to the Commission, is based on a corporate 
e ntity basis . As of December 31, 1968, its balance 
sheet reported tota l assets aggregating $244 .7 
mill ion , comprised of cu~rent assets $19 . 4 mi llion ; 
including among others cash $4 . 9 million a nd temporary 
cash investme nt s $2 million; investments $1 5. 5 millio n 
(principally in affiliated c ompanies ); total properties 
less depr ec ia t i o n and amortization $206 .8 mi llion and 
other assets and deferred charges $2 . 9 million . 
Liabilities and shareholders ' equity are comprised of 
curr ent liabilities $21 mi llion; including audited 
a ccounts and wages payab l e $3 . 2 million and accrued 
t axes $1 .8 million ; long - term debt $97 .1 mill i on includ ­
ing $4 . 8 mi llion due within one year ; reserves $475, 310 
a nd other liabilities a nd deferred credits $4 .4 million; 
a nd shareholders ' equity $1 21 . 7 million ~ which consists 
o f capital stock $48 . 9 mill i o n; capital surplus $21, 425 
a nd r etained income $72 . 8 million . 

T&P' s income statement for the year 1968 shows 
to tal railway operating revenues $79 .9 million with 
to tal railway operating expenses $63 . 5 mil lion , resulting 
in an operating ratio of 79. 53 percent . Net railway 
operating income $6 . 5 million p l us income ( net ) from 
other than railway operations aggregated $10 .7 millio n 
which was available for p ayme nt of fixed charges of $4 .9 
million for 1968 . Net income after fixed charges and 
other deductions amounted to $5 .8 million . For the 
year 1968, T&P ge nerated suffi c ient funds from net 
i ncome alone to se rvice its l ong- term debt due within o ne 
y ear, and its ratio o f total debt to combined total 
debt and shareholders' equity of 50 . 2 percent was good . 
As of December 31 , 1968, its financia l posit ion was 
sound . 

Table 13~ following , represe nts T&P ' s result s of 
operations for the five yea r period 1964-1968 . Texas & 
Pacific's efficient operations , for that period , have 
resulted in a favorable ope rating ratio which averaged 
78 .71 percent. Historically for the five year period , 
its earnings have been sufficient to meet its fixed 
charges and service its long - term debt due within one yearJ 
and its ratio of total debt to combined total debt and 
stockholders ' equity averaged 45 . 5 percent which is 
good . 

Additionally, the record discloses that T&P ' s 
dividend payments aggregated more than $10 mil lion over 
t he five year period d iscussed . Based on the afore ­
mentioned financial data the T&P i s a f inancially sound 
carrier . 
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Year 
l9b4 
1965 
1966 
1967 
1968 

Table 133 

T&P I NCOME TREND 1964-1968 

Total Total Net Railway 
Operating Revenues Operating Expenses Operating Income 

(000) (000) (000) 
$70,919 $54,343 $6, 03) 

71, 802 57,286 5,731 
74,602 58,917 5,004 
74,030 58,236 5,296 
79&7Q. 63,519 6,534 

viORKING CAPITAL 

I ncome Available 
For Fixed Charges 

(000) 
$- 8~3)9 

6, 911 
6,493 
8,894 

10,729 

Ne t I ncome After 
Fixed Charges and 
Oth er Deductions 

(000) 
$),694 
4,071 
3,465 
4,982 
5,825 

Total Total vlorking Total Operating Expens es Monthly Average Working 
Current Assets Current Liabilities Capital Less Depreciatio n Capital Requi rements 

Year (000) (000) (000 ) (000) (000 ) 
I%4 $12,353 $13,529 $( 176) $49,735 $4,145 
1965 15,112 12,870 ?,242 52,373 4,364 
1966 19,587 15,972 3, 615 53,751 4,479 
1967 18' 763 17' 911 852 52,814 4,401 
1968 19,395 20,969 (1 574) 57 370 4, 781 

1964 
(000 ) 

RATIO OF IDTAL DEBT 'IO IDTAL DEBT & S'IDCKHOLDERS' EQUITY 

- % 1965 
(000) 

- % 1966 
(000) 

... % 1967 
(000) 

- % 1968 
(000 ) 

.. % 

'IDTAL DEBT $ 76,203 - 41.4 $ 81,002 - 42 

107, 953 - 58.6 111,998 -58 

$ 92 ,451 - 44.5 $115,423 - 49. 6 $122, 950 - 50.2 

S'IO CKHOLDERS' EQUITY ~15 ,322 - 55 .5 

'IDTAL $184,156 -100 $193,000 -100 ~20 7' 773 -100 

117,140 - 50.4 . .,....,......_,_,.,. ,._,.-. ·--·-· 

~)232 , 563 -100 

1?1, 748 - 49. 8 .. 

$244, 698 -100 

Operating 
Ratio 
7b.b3 
79.78 
78.98 
78.67 
79.53 

lrlorking 
Capital Ratio 

1.2 
1.2 
1.0 
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Preliminary Findings and Conclusions 

The record establishes beyo nd doubt that the MoPac 
and T&P operate as one . In addition, with control of 
Chicago & Eastern Illinois , MoPac has gained access to 
t he Chicago gateway through co nnection s with the newly 
acquired carrier in the St . Louis area a nd in southern 
Illinois . As a result , the Mo Pac and its affiliates 
now have the capability of offering s ingle - system servi ce 
from Chica~o (1 ) west through the central co rridor to 
Pueblo ; ( 2 ) southwest through the southern corridor to 
El Paso; and (3 ) south to New Orleans and Gulf ports 
west thereof and Mexico . The system also has routes 
lying wholly within the southern corridor from Memphis 
and New Orleans west to El Paso through Houston , Dallas 
and Fort Worth . Finally , the system provides service 
from the Missouri River gateways and -Denver southeast 
t o Memphis and New Orleans . 

It is evident that the system operates a complex 
of interwoven routes , many of which handl e heavy dens ity 
freight traffic , particularly into and out of St . Louis . 
MoPac ' s interchanges in the St . Louis area total over 
400 , 000 cars (based on 1966 data ), thus ranking this 
g ateway for Mo Pac in the same volume category as Union 
Pacific ' s total interchanges in the Omaha area ( see 
Table 24) . There are , in fact , very few other gate ­
ways in the Western District including Chicago , at which 
a ny one of the carriers actively participating in these 
proceedings interchanged anywhere near the MoPac ' s 
i nterchange volume in the St . Louis area . 

The Mo Pac system, exclus ive of T&P, in operations 
over such system lines principally hauls traffic 
(1 ) between Kansas Ci ty and St . Louis , on the one hand , 
and Texas and Louisiana points on the other ha nd ; and 
(2 ) between Pueblo and Kansas City ( and points east and 
south thereof ) . In conjunction with Texas and f acific , 
the MoPac is an important participant in traffic moving 
between El Paso and other points in Texas , o n the o ne 
hand , and , on the other hand , the Ne w Orleans, Memphis 
and St . Louis gateways . . Carloads interchanged by Mo Pac 
at the Pueblo gateway with Rio Grande are roughly t wo 
t imes the number interchanged by Texas & Pacific with 
Southern Pac i fic at El Paso . The ma j or share of traffic 
i nterchanged at St . Louis , Memphis and New Orleans 
consis ts of cars moving to or from Eastern and/or 
Southern District carriers . 

Mo Pac originates and terminates substantial amounts 
of local traffic at Kansas City, St. Louis , Little Rock, 
Houston, Baton Rouge , New Orlean s , and points in southern 
Illinois . Interline traffic origina tions and termination s 
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are heavily concentrated at Kansas City, St . Louis, Pea 
Ridge , Mo ., New Orleans , Little Rock, Memphi s , and at 
several points , mainly Houston , in Texas . Texas & 
Pacific, with over fort y percent of its traffic 
comprised of bridge movements , originate s or termina tes 
most of i ts remaining traffic at New Orleans and points 
in Texas . 

Again with re fere nce to Mo Pac alone , about 75 
percent of the traffic handled by the carrier consists 
of interline movements , the bulk of which originates or 
terminates o n the Mo Pac . Also considering MoPac ' s 
local traffic , it is apparent that the carrier can be 
described as an originating and terminating carrier, 
part icularly with respect to traffic moving generally 
between northern and southern points on the Mo Pac - T&P 
system . For transcontinental traffic , however , the 
system is in much the same position as Rock I sland, 
North Western and Rio Gra nde . among others , since par­
ticipation i n such tra ffic is limited to serving as 
a bri dge carrier . At the same time , the MoPac , T&P , 
C&EI and other affiliated carriers viewed as a single 
system have an extremely advantageous situation in that 
all ma jor Eastern a nd Sou~hern District gateways from 
Chicago to New Orleans , inclusive , are served by one or 
more of the carriers comprising the system . 

Al though both MoPa c and T&P have enjoyed profitable 
operation s . have been efficiently operated , and have 
invested in substantial amounts of new equipment and 
modern facilities , MoPac, the parent carrier company, 
must operate with a long - term debt burden which absorbs 
over half of its earnings in fixed charges and contingent 
interest . Obviously. any prolonged decrease in 
earnings below the level n ecessary to meet these 
recurring charges would seriously jeopardize MoPac ' s 
financial we llbeing and the ability of the ca r rier and 
its affiliates , as presently organized and ope~ated , 

both corporately and geographi cally, to continu e to 
provi de their collective present level of se rvi ce to the 
public . 
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FRISCO 

Corporate History and Organization 

The Frisco was incorporated in Missouri on August 24 , 
1916, succeeding as of November l , 1916, to the properties 
of the St . Louis and San Fra ncisco Railroad Compa ny 
which had been sold at foreclosure pursuant to a plan 
of reorganization . A historical discuss ion of the 
various carriers making up the Frisco lines is detailed 
in St . Louis and San Francisco Railroad Investigation, 
29 I . C. C. 139 and Acquisition By St .L. -S . F . Ry . , 145 
I.C . C. 110 . 

Subsidi aries and Affiliates 

Frisco owns all of the capi ta l s tock of the Alabama , 
Te nnessee a nd Northern Railroad Company (AT&N ) and t he 
Quanah, Acme and Pacific Rai lway Company (QA&P), short 
line railroads operating in Alabama a nd Texas , 
respectively . Other wholly- owned carrier subsidiari es 
are the Frisco Transportation Company, a motor carrier 
which operates a service auxiliary to the r ail servi ce 
of its parent , and the Birmingham Belt Ra i lway Compa ny 
and the Tulsa Union Depot Company, which perform terminal 
and switching services . Frisco owns fractional interests 
not exceeding 33 . 3 percent in a number of terminal and 
swi tching companies . 

As of December 31 , 1968, the Frisco had outstanding 
2, 595, 549 shares of common capital sto ck, of which 
I llinois Central Industries held 147 , 000 shares ( 5 . 7 
percent ) . 

Scope of Operations , Pl ant and _Equipme nt 

Frisco and its subsidiaries opera ted 4 , 911 miles 
of road at the close of 1968, comprised of 4, 825 miles 
owned by it , 66 miles operated under trackage rights a nd 
20 miles operated under lease or contra ct . Of the 
mileage owned , 3 , 570 miles are c l ass i fied as main line 
and 1, 255 as branch line . Mileage totals for the nine 
States served are : Oklahoma - 1 , 404 ; Missouri - 1, 379; 
Kansas - 599 ; Alabama - 560 (including 214 miles operated 
by AT&N); Arkansas-460; Texas - 263 (including 120 miles 
operated by the QA&P); Mississippi - 180; Florida - 48 a nd 
Tennessee - lB . 

Frisco•s principal lines radiate from Kansas City 
and St . Louis (l) to Birmingham, Mobile (via AT&N line 
between Al iceville and Mobile , Ala .), a nd Pensacola , 
Fla . (a) from Kansas City through Fort Scott and Gold, 
Mo. (also Osceola , Mo .), and Springfi e ld, Mo . , a nd 
Memphis, and (b ) from St . Louis through Cape Gi rardeau , 
Mo., and Memphis; ( 2 ) to Fort Worth -Dallas ( a ) from 
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Kansas City through Fort Scott J and Tulsa J a nd ( b ) from 

St . Louis through Springfield ) and Monett ) Mo . J and 

Tulsa j a nd (3 ) to F loydada from Tulsa through Oklahoma 

City ( includes QA&P line from Quanah to Floydada ) . It 

a l so operates over route segments from Ellsworth) Kans . J 

to Paris J Tex . J through Monettj from Avard J Okla . J to 

TulsaJ through Enid J Okla . j from Beaumont ) Kans .J to 

Davidson) Tex . J through Enid and Snyder ) Tex . ( the latter 

a point on the Floydada route)j and from Ardmore ) Tex . J 

to HopeJ Ark . 

As of December 31J 1968J Frisco and its subsidiaries 

operated a total of 17 J 442 freight cars and 412 diesel 

locomotive units . 

Freight Traffic : Volume and Commodity Characteristics 

Frisco ' s freight traffic showed consistent improve ­

ment over the 1964- 1968 period . Revenue tonnage 

increased from 29 . 8 million to J4 . 6 mi·lion tons J and 

freight revenue increased from $122 . 1 million to $154 . 4 

mi llion) comparing 1964 to 1968 . The number of carloads 

handled during the period ranged between the low of 

767 ) 542 in 1965 and the high of 812) 437 in 1968 . 

Local traffic declined relative to total carloads from 

21 to 16 percent ) while interline originated cars 

increased proportionately from 26 to 29 percent . Inter­

line terminated traffic represented 25 to 26 percent 

and bridge traffic from 28 to 29 percent of the total 

over the entire period . 

I t i s unnecessary to detail the commodity consist 

of freight hauled by Fri sco over the years . In 1966 

the following eight commodities accounted for slightly 

over 7 2 percent of gross freight revenue (including 

l . c . l . traffic ): 

Commodi ty 

Farm Products 
Food & Kindred Products 
Pulp J Paper & Products 
Sto n e J Cl ay & Gl ass Pr oducts 
Primary Metal Products 
Lumber & Products 
Tra nsportatio n Equipment 
Chemicals 

Percent of 
Gross Freight Revenue 

13 . 4 
11.1 

9 . 5 
9 . 4 
8 . 6 
7 . 1 
6 . 7 
6 . 3 

Freight Traffic : Interchanges and Traffi c Flow 

The traffic density over Frisco ' s main lines is 

shown below in terms of gross ton - miles per mile of 

road for the year 1966 : 
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Route Segment(s) 

Kansas City- Fort Scott 
Fort Scott-Springfield 
St . Louis - Springfield 
Springfield - Memphis 
Memphis-Amory - Birmi ngham 
Amory - Mobile 
Springfield-Monett - Afton - Tulsa 
Fort Scott - Afton 
Tulsa - Sherman 
Sherman - Fort Worth 
Tusla -Oklahoma City 
Oklahoma City- Quanah 
Quanah- F loydada 

Ea stbound 

9 . 2 
6 . 4 
4 . 5 
7 . 6-7 . 8 
9 .1- 9 . 5 
1.7- 1. 9 
6 . 5- 8 . 8 
2. 7 
3 .3- 4 . 4 
1.5 
2 .3 
1. 3 

. 9 

Westbound 

7 .3 
4 .7 
5 .3 
6 .9-7 .0 
7 .3- 8 . 9 
2 . 2- 2 .8 
8 .0- 9 . 6 
3 .3 
5 . 5- 5 . 9 
2 . 8 
3 .3 
2 .0 
1.6 

The above data and underlying record indicate that 
most of Frisco ' s traffic moves betwee n Kansas City and 
Birmingham and between St . Lou i s and Tulsa , and to a 
lesser extent , between Kansas City and Tulsa; St . Lou i s 
and Memphis ; Tulsa and Sherman, Tex . ( approximately 100 
miles north of Fort Worth); and Amory and Mobile . The 
QA&P route from Quanah to Floydada (density shown above ) 
and the routes between (l) Monett and Wic hita , ( 2 ) Monett 
a nd Fort Smith, ( 3 ) Ardmore and Hope, ( 4) Tulsa and 
Enid , and ( 5 ) Kansas City a nd Springfield via Osceola , 
and at least a portion of the line into Pe nsacola , 
each had dens i t i es of 1 . 6 to 3 . 5 million gross ton-
miles per mile of road ( total of both directions ) . The 
remaining lines not discussed each had total densitie s 
of less than . 5 mi llion gross ton - miles . Overall , 
traffic moving between Kansas City and Bi rmingham is 
heavier eastbound, while traff i c between St . Louis 
a nd the cities of Tulsa, Floydada and Fort Worth is 
heavier westbound . The St . Louis -Memphis route handles 
almost evenly balanced traffic . 

Frisco ' s interchange evide nce is restricted to 
major interchanges with Union Pacific, Sou thern Pacific ­
Cotton Belt, North Western ( including Great Western ), 
Rock I sland , Milwaukee, and Santa Fe , based on moveme nt s 
for the year 1966 . The evidenc e is summarized in the 
table below (Great Western shown as North Western at 
Kansas City) : 
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Table 134 

FRI SCO I NTERCHANGES (1266} WI TH UPl Ri l S Pl SLSW, 
C&NWJ AT&SF AND MILW 

Frisco Connecting Carloads 
Station Carrier Delivered Received Total 

Kansas City UP 27, 870 47 , 513 75, 383 
RI 8, 363 9, 261 17, 624 
AT&SF 10, 365 14, 061 24, 426 
C&NW 5, 213 5, 138 10, 351 
MILW 5, 001 7, 905 12, 907 

St . Louis C&NW 4, 800 6, 384 11, 184 

Fredoni a & 
Cherryvale , Kans . AT&SF 3, 940 12, 716 16, 656 

Avard , Okla . AT&SF 1, 625 347 1, 972 

Floydada AT&SF 29, 606 7, 177 36, 783 

Sherman , SP 14, 372 9, 390 23 , 762 
Denison, 
& Paris , Tex . SLSW 2, 976 1, 616 4, 592 

Dal l as - Fort Worth SP 3, 246 1, 504 4, 750 

J onesboro , Ark . SLSW 1, 519 1, 723 3, 242 

Memphis RI 9, 631 8, 352 17, 983 
SLSW 5, 995 6, 873 12, 868 

F r i sco interchanges traffic with Union Pacific at 
Kansas City and at Ellsworth , Kans . The evi dence shows 
only the interchange at Kansas City, which is the 
Frisco ' s largest with an individual carrier . I n 1966, 
the Frisco and Union Pacific interchanged 75, 383 cars 
at Kansas City, or 11 . 7 percent of Frisco's total inter ­
line carloads handled during the year (643 , 001 cars ) . 
Of the 47, 513 cars Frisco received from the Union Pacific , 
17, 058 were bridge movements turned over to connections 
at Bi rmingham, 4, 940 were bridge movements to connections 
at Memphis , and 1, 333 were bridged to other carriers at 
St . Louis . I n the reverse direction, of the 27 , 870 
cars Frisco delivered to Union Pacific at Kansas City, 
6, 130 were received by Frisco at Birmingham, 5, 069 at 
Memphis, and 1, 380 at St . Louis . I n short , about 48 
percent of the cars interchanged with Union Pacific at 
Kansas City were bridge movements over Frisco , mostly 
to and from connections and points in the Southeast . 
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The Frisco and Santa Fe interchange at Kansas City 
is slightly less than one - third as great in volume as 
that between Frisco and Union Pacific . Of the 14, 061 
cars Frisco received from Santa F e , Frisco delivered 
3, 811 to its connections at Birmingham, 1, 483 at Memphis , 
a nd 509 at St . Louis . Of the 10, 365 cars delivered to 
Santa F e at Kansas Ci ty , the Frisco had hauled 2, 751 
from Birmingham, 2, 329 from Memphis , and 626 from St ~ 
Louis as bridge movements between the latter three points 
and Kansas City . Of the 55, 411 cars interchanged 
with Santa Fe at Fredonia , Cherryvale, Avard , and 
F loydada ( shown sepa r ately in Table 134), 10, 312 cars 
were bridged by Frisco to and from contlections · at 
Birmingham, and in similar moveme n ts , 14, 387 at Memphis , 
and 4, 626 at St . Louis . Wi th reference to the Floydada 
interchange alone , 24, 191 of the 36, 783 cars inter­
changed between Frisco and Santa Fe at that point were 
bridged by the Frisco to and from Birmingham, Memphis 
and St . Louis . The total of the carloads interch8nged 
with Santa Fe at the six points shown in Table 134 
represented somewhat over 12 percent of Frisco ' s total 
interline carloads for 1966 . 

The Frisco interchanges show n in the table with 
North Western at Kansas City (actually the former Great 
Western in 1966) and at St . Louis represented 1. 6 a nd 
1 . 7 percent of Frisco ' s interline carloads , and the 
interchange with Milwaukee at Kansas City amounted to 
2.0 percent . 

Frisco and Rock I sland interchan$e a substantial 
number of cars at Kansas City (17, 624 ) and at Memphis 
(17, 983 ), representing 2 .7 and 2 . 8 percent of Frisco ' s 
interline carloads , respectively . The evidence does not 
disclose the proportion of the Frisco - Rock I sland cars 
which moved as bridge traffic over Frisco . 

The largest interchange with Southern Pacific is 
at Sherman , where 23 , 196 cars or 3 .7 percent of Frisco ' s 
interline carloads ~re interchanged . Of this number , 
4, 622 were bridge cars interchanged between Frisco and 
its connections at Kansas City . Kansas City was the 
origin of 202 and the destination of 326 of the cars 
interchanged with Sol'thern Pacific at Sherman . (Sherman 
is shown in Table 134 grouped with Denison and Paris ) . 
Of the 28, 512 cars iliterchanged with Southern Pacific 
at the five Texas points shown in the table , including 
Sherman, 5,937 cars were originated or terminated or 
interchanged in Kansas City . 

The largest number of cars Frisco interchanged with 
Cotton Belt were interchanged at Memphis (12, 868 cars ) . 
Principally, this traffic moves over Frisco lines east 
of Memphis , although the exact amount is not of record . 
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Table 13 4 i ndicates that at Kansas City the Frisco 
receives far more traffic from Union Pacific than it 
delivers to Union Pacific . The second largest inter­
change , with Santa F e at Floydada , involves deliveries 
to Santa Fe .more than four times as large as receipts . 
Most of the other interchanges are more closely balanced . 
This analysis and the u nderlying evidence have been 
l i mited to the largest Frisco interchanges with the 
applicants and the Milwaukee . Frisco and these carriers 

have many other points of interchange , e . g . , with Santa 
Fe , there are over 30 points in addition to those 
discussed here . 

Financial Status of Frisco 

Frisco ' s general balance sheet reported in ~ts · Annual 

Report Form A, to the Commission as of December 31 , 
1968, shows total assets aggregating $443 .3 million, 
comprised of current assets $41 .4 million, including , 
among others, cash $1 . 3 million and temporary cash 
i nvestme nts $14 . 5 million ; special funds $1 . 4 million; 
investments $15 . 1 million including investments in 
affiliated companies $14 . 5 million and other investments 
$625, 771 ; total properties less depreciation and 
amortization $381 . 7 million and other assets and deferred 

charges $3 .6 million . Liabilities and shareholders ' 
equity are comprised of current liabilities $30 . 4 
million, including audited accounts and wages payable 
$3 .7 million and accrued taxes $4 .7 million; long- · 
term debt $193 . 6 million including $8 .8 million due 
wi thin one year; reserves $690, 381 and liabilities and 
deferred credits $1 . 9 million ; and shareholders ' equity 

$216 . 6 mi llion, which co nsists of capital stock $113 . 6 
million , capital surplus $17 . 1 million and retained 
income $85 .9 million . 

Frisco ' s income statement for the ~ear 1968 
shows total railway operating revenues ~ 161 million, 
with total railway operating expenses $117 . 6 million, 
resulting in an operating ratio of 73 percent . Net 
railway operating income $18 . 6 million plus income 
( n et ) from other than railway operations aggregated 
$21 . 9 million which was available for payment of fixed 
charges of $7 . 9 mill i o n for 1968 . Net income after 
fixed charges and other deductions amounted to $1 2. 5 
million, which is more than sufficient to service its 
long - term debt due within o n e year of $8 .8 mill i on . 
Frisco ' s favorable operating efficiency is reflected 
in its operating rat i o of 73 perce n t for the year 1968; 
its ratio of total debt to combined total debt and 
shareholders ' equity of 51 percent was good . As of 
December 31 , 1968, Frisco ' s financial posture was good . 
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Table 13 5 following, shows Frisco's results of 
operations for the five year period 1964-1968 . For 
that period of time its operat ing ratio averaged about 
75 percent; current assets exceeded current liabilities 
to the extent that its workin£ capital was suffic ient 
for conducting orderly operations and Frisco ' s total 
debt trend for that period , based on a ratio of total 
debt to combined total debt and stockholders' equity 
did not exceed an average of 51 percent . Funds were 
a vailable to service its long- term debt due within o ne 
year from net income alone without using any funds 
generated by charges to depreciatio~and it has had no 
difficulty in meeting its fixed charges . Furthermore , 
the Frisco has paid its stockholders more than $25 
million in dividends for the five year period discussed . 

The foregoing financial data reflect the position 
of a financially sound carrier . 
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Table 1; 5 

FRISCO INCOME TREND 1964-1968 

Net Income After 

'lbtal 'lbtal Net P.ailway Income Available Fixed Charges and 

Operating Revenues Operating Expens es Operating Income For Fixed Charges Other Deductions Operating 

Year (000) 

1964 ~pl32 , 740 
1965 140,635 
1966 lh3,610 
1967 147,029 
1968 161,040 

'lbtal 
Current Assets 

Year (000) 

1964 $44,844 
1965 )5,641 
1966 36 , 1346 
1967 37,235 
1968 hl, 44l 

ID'rAL DEBT 
S'IO CKHOLDERS 1 EQUITY 
'IDTAL 

(000) (000) _{ 000) (000) ___ Ratio ----

$103,825 $12,178 $14,460 $ 6,093 78.22 

105,296 16,325 23,501 15,660 74.87 

104,835 17,529 19,652 11,713 73.00 

108,734 16' 922 19,902 11, 551 73.95 

117,558 18,650 21,9h0 12 ' 528 73.00 

'\r!ORKING CAPITAL 

'lbtal \r!orking Tbtal Operating Expenses Monthly Average Horking 

Current Liabilities Capital Less Depreciation Capital Requirement Horking 

(000) (000 ) (000) (000 ) Capital Ratio 

$30, 550 $14 ,294 ~ 94 , 406 $7 , 8- 67 1.5 

25,545 10,096 95 , 08 7 7,924 1.4 

27,339 9, 507 94,129 7,844 1.3 

26,323 10,912 98' fl78 R, 223 1.3 

30,397 11,044 107, 051 8, 921 l.h 

RATIO OF 'IOTAL DEBT 'IO 'IDTAL DEBT & S'IOCKHOLDERS 1 EQUITY 

1964 - % 
(000) 
$221 ,301 - 55 
178,975 - 45 

$Lioo ,276 -106 

1965 - % 
(000 ) 
$19.3;058 --;;.- 49 

202 18 78 -..21.. 
$395' 936 -100 -

1966 - % 
(000 ) 
$20o~OST-:;- 50 
' 2Q.hlJ1.._..::..2.9 
$409 ,228 ~ 

1967 - % 
(000) 
$212;949 --::.. 50 
_2 J,hl§.L-=-.5..9 
~2 4J 117 :t2£ 
~ -

1968 .. % 
(000) 
$226 ' 668 - 51 

216, 593 - 49 
_!p443 '2 61 -100 
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Preliminary Findings and Conclusions 

The Frisco has enjoyed increasing freight traffic 
(the carrier provides no passenger service ) in terms of 
tonnage and revenue . Almost one - fourth of its gross 
freight revenue is derived from the movement of 
agricultural traffic and food and food products . Almost 
50 percent is derived from the transportation of six 
other commodity groups most of which are manufactured 
products . 

Frisco is primarily an interline carrier : in 1968 
only 16 percent of its carload traffic was localJ while 
bridge and interline originated traffic represented 29 
percent eachJ and interline cars terminated made up the 
remaining 26 percent . The carrier ' s competitive strength 
with respect to interline business is the result of the 
strategic location of its lines . It s major eastern 
terminals J BirminghamJ Mobile J and Pensacola J lie deep 
in the Southern Districtj its ma jor western terminals 
lie deep in the Western District (FloydadaJ Dallas -
Fort WorthJ Oklahoma CityJ and Tulsa )j and its major 
intermediate terminalsJ Kansas CityJ MemphisJ and St . 
Louis J are major gateways for traffic movingJ variouslyJ 
between the Western District and both the Eastern and 
Southern Districts . The Frisco handles a considerable 
volume of traffic over most of the length of its 
systemJ from Texas points to and from Birmingham . It 
handles a substantial amount of traffic mo ving betwee n 
the extreme ends of its system and the Kansas CityJ 
MemphisJ and S t . Louis gateways . 

Frisco's financial stability can be attributed 
( 1 ) to efficient management (which has resulted in its 
ability to satisfy its creditors and stockholders )J 
and ( 2 ) its strategically located routes which permit 
participation in substantial amounts of traffic movi ng 
within and between the Western and Southern Dis tricts 
and to and from the St . Louis gateway to the Eastern 
District . 
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PART C: POSITION OF THE PARTIES 

The discussion of the various preliminary matters will 

now afford a comprehensive understanding of the positions of 

the parties, and in particular the carrier parties. Further 

clarity will be achieved by first discussing intervening and 

opposing carriers to the several applications followed by 

appliriants' positions. 

It is noted that the conditions or affirmative relief 

requested in some of the carriers' briefs differs from that 

requested at the hearing. The changes have caused some 

carriers to complain. However, it is both the privilege and 

right of a carrier to modify or even seek new and different 

conditions or affirmative relief in its brief after it has had 

the opportunity to review the complete record. In the final 

analysis, the conditions imposed or affirmative relief granted, 

whether they be as first r equested or later modified or even 

entirely different as reasoned by the Commission, will be 

grounded upon the record made and will support the conclusion 

that only by such imposition may the transaction properly be 

found consistent with the public interest. 

Further, as ·detailed at pages 11 and 12, the matter of the 

four-way study is no longer a live issue and unnecessary for 

disposition herein. It follows that the positions of the parties 

with respect to the study need not be set forth. 

A. Carriers 

1. Rio Grande 

The Rio Grande opposes both the Union Pacific-Rock Island 

proposed merger and the application of North Western to acquire 

control of the Rock Island. Sale of the so-called southern 

half of the Rock Island lines to either Southern Pacific or 

Santa Fe would have no effect upon Rio Grande's opposition to 

the applications of the Union Pacific and North Western. 

However, in the event either the merger or control application 

is granted Rio Grande seeks the imposition of various conditions. 

Rio Grande requests imposition of con­
ditions which would require the successful 
applicant to sell (in the case of North 
Western to cause Rock Island to sell) to the 
Rio Grande all rights of Rock Island for 
the use of trackage and other facilities and 
equipment, and property owned by the .Rock 
Island so that the Rio Grande would have a 
continuous line between Denver and Colorado 
Springs, on the one hand, and, on the other, 

Council Bluffs and K~nsas City, including 
branch lines between Topeka and Atchison, 
through St. Joseph, between Beatrice and Ruskin, 

Kans., 3.69 miles of line between Rock Island's 
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Council Bluffs yard and Rigg Junction,45 
use of the Rock I sland Armourda le Yard at 
Kansas City, access through the Kansas Ci ty 
Terminal Railway Company to make direct 
connections with other railroads , and the 
Rock I sland yards at Council Bluffs . Al so 
the sale to Rio Grande of all moto r carrier 
rights of R. I. Motor Transit west of 
Council Bluffs , St . J oseph, and Kansas City, 
but excluding rights south of Topeka and 
Salina . 

The conditions set forth immediately above are opposed 
by the MoPac , Burlington, North Western and to the extent 
later detailed by the Milwaukee . 

The following additional conditions are requested 
in the event Union Pacific is the successful applicant : 

(a ) that Union Pacific be required to 
establish with Rio Grande and ma intain through 
routes and joint rates with Rio Grande and 
its connections via Ogden and Salt Lake Ci ty, 
Utah, on all traffic 46 moving via Ri o Grande 
through its Colorado and Utah terminals .to 

45 Rio Grande would acquire a total of 1,127 .78 miles 
of line of which Rock I sland owns 924 . 13 miles and has 
trackage rights or joint tenancy over 203 . 65 miles . 

46 For the purpose of all conditions requested against 
all applicants , "Rio Grande " shall mean the Rio Grande 
as presently constituted, its subsidiaries( any and all 
additional pro~erties that i t acquires and all successors 
in interest . 'Union Pacific , 11 "Rock I s l and , 11 "S outhern 
Pacific," "Chicago and North Western, " and "Santa Fe " 
shall mean each of these companies as presently 
constituted, theirrespective subsidiaries and affiliated 
companies, all additional properties that each may 
wholly or partly acquire and a ll successors in interest . 
The term "all traffic '' shall include : 

( l ) Freight car traffic , including that 
moving in specialized equipment , TOFC 
and container traffic , including 
so - called "Plan I II and "Plan V11 TOFC 
traffic , unit trains and multiple car 
shipments , and other transportation 
services provided new or in the future ; 

(2) So - called "Section 22 11 traffic moving 
under rates or charges quoted under 
Section 22 of the I.C.C. Act; 

(Footnote 46 cont ' d on next page ) 
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and from points on or via the Union Pacific 
and its connections in the State of Utah 
north of Ogden, the States of I daho , 
Montana , Oregon, Washington, the Province of 
British Columbia , on the one hand, and Utah 
common points , Color ado common points or 
points east thereof, on the other hand . These 
routes shall include, but not be limited to 
the route of Union Pacific north of Ogden or 
Salt Lake City, thence Butte or Silverbow, 
Mont ., and thence the Milwaukee or any succes ­
sor and its connections beyond Butte -- the 
reverse route to apply in the opposite 
direction; 

Footnote 46 cont 1d from page 425) 

( 3) 

(4) 

(5) 

So- called "exempt" traffic ( traffic on 
which filing of rates and/or routing 
and/or publishing of rates or charges 
and/or rout·ing may not be required now 
or in the future) ; 

Traffic moving under new or amended 
rates or charges (traffic for which or 
upon which new rates or charges or new 
service or upon which rates or charges 
which wholly or partly replace , super­
sede or alternate with any rate or 
change class , commodity, or combination 
which may be established in the future ); 

Traffic requiring transit , terminal or 
similar privilege as it relates to or is 
included in general or specific tariff 
routes ; 

(6 ) Traffic originated or terminated at 
stations , trackage or industrial spurs 
not now in existence , or moving via 
trackage or junctions not now in 
existence ; 

(7 ) Land Bridge traffic , United States 
Postal Service and Railway Express Agency 
traffic ; and 

( 8) All traffic moving under rates or 
charges applicable as of the date any one 
or more of the applications involved is 
approved . 
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(b) that Union Pacific be required to 
maintain and join in through routes and joint 
rates via the Rio Grande and its connections 
on all traffic to and from points on the 
Union Pacific and/or Rock I sland and their 
connections or via the Uni on Pacific~ and/or 
Rock I sland and their connections ~ on a 
basis equal to the rates applicable via other 
routes i n which Union Paci fic and/or Rock 
I sland participates ~ so that Rio Grande can 
participate between Utah junctions and points 
east thereof via Rio Grande and its connec ­
tions and via routes between any other 
interchange points on Rio Grande or between 
any othe r interchange point s and points on 
Rio Grande between which Union Pacific and/or 
Rock Island and their connections participate 
via routes competitive with Rio Grande ; and 

( c) that Union Pacific be required to 
conduct operations without discri mination or 
limitation ~ including the furnishing of 
specialized equipment ~ switching services and 
maintenance of train ins tallations and schedules ; 
said service to be equal or superior to that 
presently provided by Union Pacifi c via other 
routes in which it participates . 

With the sale of the southern Rock I s land lines to 
Southern Pacific ~ Rio Grande requests that the authority 
granted be conditioned as follows : 

-35 1 0 - 71 - 28 

( a) Southern Pacific ~ as to all traffic 
moving via Rio Grande and i ts connections to 
the geographic extent of r outes currently 
published via Ogden in connection with the 
Southern Paci fic in Tra nscontinental Freight 
Bureau Tariff 5-B~ I . C. C. 1674 (1962 ) (but 
not limited to traffic subject to this 
tariff ) ~ on a basis no l ess favorable than 
via other routes participated in by Southern 
Pacific ~ shall : 

( l ) Maintain and keep open all routes 
and channels of trade ; 

( 2 ) J oin in any rates and routes in 
which Southern Pacific participates 
compet i t ive wi th Ri o Grande ~ to the 
extent othe r carriers required to 
make up the joint rate and through 
route are willing to or required to 
join now or in the future ; 
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(3 )· J oin in any new rates and routes 
which may be established in the 
future j 

( 4) Continue to publish or concur in 
publications of rates and charges on 
traffic described abovej 

( 5) J oin in new rates and routes which 
may be established in the future via 
Portland and/or other Northwest inter­
change points with the Chicago , 
Milwaukee , St . Paul and Pacific , 
Grea t Northern, Northern Pacific (and 
their successors ), to the extent 
that the Milwaukee , Great Northern or 
Northern Pacific (and their successors ), 
or any one of them concur in or are 
required by the Commission to join in 
such routes j 

Southern Pacific shall not be responsible for providing 
co ncurrences of other carriers required to make up the 
joint rate and thr ough route but shall use its best 
efforts to obtain such concurrences . 

(b ) On all traffic Southern Pacific shall 
provide no less favorable treatment and serv­
ice for Rio Grande and its connections than 
treatment and services provided for the Union 
Pacific and/or other carriers competitive to 
Ri o Grande . The term 11treatment and service u 

as used herein shall mean all activity 
including but not limited to : 

(1) Promptness and frequency of service , 
including swi tching and terminal 
servicej 

( 2 ) Rout ing, traffic solicitation and 
movement of trafficj 

( 3 ) Arrangeme nt and ma intenance of sched­
ules and service j 

( 4) Furnishing equipment including 
specialized equipmentj 

( 5) Maintenance of train installations j 

( 6) Establishment and maintenance of rates 
and routingj 
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( 7) Establishment of service and inter­
change arrangements including schedules , 
without discrimination agai nst Rio 
Grande and on a basis no less favorable 
than those provided for Rio Gra nde ' s 
competitors . 

( 8 ) Routing and rates as follows : 

( a ) Maintain and keep open all routes 
and channels of t rade ; 

(b) J oin in any routes and rates in 
which Southern Paci fic partici ­
pates with Ri o Grande ' s competi ­
tors , to the extent other 
carriers required to make up the 
through route and joint rate will 
be or are required to join now or 
in the future ; 

( c ) Join in any new routes and rates 
which may be established in the 
future and concur in publications 
of rates and charges on traffic 
described above . 

Additional conditions in the event of a North 
We stern control are : 

( a} that the applicant be required to 
~stablish and ma~ntain through rout~s and 
joint rates via Ri o Grande and its connec ­
tions on all traffic to and from points on 
the North Western and/or Rock I sland and their 
connections or via North Wes te rn and/o r Rock 
Island and their connections on a basis equal 
to the rates applicab l e via other r outes in 
which North Western and/or Rock Island 
participate ; 

( b ) (This section contains provisions 
similar to those set forth above for the 
Union Pacific under section ( c ).) 

( c ) on all traffic applicant shall provide 
no less favorable treatment and servi ce for 
Rio Grande and its connections than treatment 
and service provided for carriers competitive 
to Rio Grande . ("Treatment and service " is 
as defined for the Southern Pacific under 
( b ) ( 1 ), ( 2 ) , ( 3) , ( 4) , ( 5) , and ( 6) • ) 
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In the event of an approval of the Santa Fe 
application or request for inclusion, the Rio Grande 
seeks the imposition of cond tions which provide that 
Santa Fe , as to all traffic moving via Rio Grande and 
its connections on a basis no less favorable than via 
other routes participated in by Santa Fe, shall comply 
with such conditions as were set forth for the Southern 
Pacific under ( a )( l) , ( 2) _, (3) and ( 4) above , and 
similar conditions as were set forth for the Southern 
Pacific under ( b ) ( 1) _, ( 2 ) , (3) , (4 ), ( 5) and (6 ) above . 

As stated previously, Union Pacific and Southern 
Pacific each own a 50 percent interest in PFE . In 
its brief, Rio Grande contends that the Union Pacific 
influences the long- haul over its own lines of movements 
in PFE refrigerator equipment and which equipment is 
partly owned and loaded by Southern Pacific . It is 
not clear whether Southern Pacific is being accused of 
being a par~ to such action . However, the evidence 
relating to the question will be detailed later . For 
purposes of the discussion of the matter here at hand, 
Rio Grande as another of its conditions requests that 
either the joint venture· ( joint ownership in PFE ) and 
intermingling of interests should be terminated to end 
Union Pacific influence over Southern Pacific equipment 
or Union Pacific , Southern Pacific , and PFE should be 
required to observe strict neutrality in the solicitation 
and routing of PFE equipment . 

In the event of approval of any of the proposed 
transactions , Rio Grande requests imposition of two 
conditions covering Commission reservation of jurisdic­
t i on as detailed below : 

1 . Any party or any person having an 
interest in the subject matter may at any 
future time make application for such modifica ­
t i on of the conditions prescribed herein or 
any of them, as may be required in the public 
interest and jurisdiction is retained to reopen 
the proceeding for such purpose . J urisdiction 
is also reserved for the Commission to reopen 
the proceeding for such purpose on its own 
motion . 

2 . The Commi ssion shall retain jurisdic-
t ion o ver these proceedings fo llowing consummation 
of the transaction s · herein authorized for the 
purpose , among others , of considering petitions 
under Sect ion 5 ( 2 ) ( d ) of the Act by any rail -
road in the terri tory involved, requesting 
inclusion in the merger so authori zed . The Commis ­
sion shall also retain jurisdiction over these 
proceedings following consummation of the 
t ransaction~ herein authorized to impose such 
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just and reasonable conditions including but 
not limited to the granting of trackage and/or 
trackage rights by the merged company to 
another railroad or railroads in the territory 
i nvolved, to alleviate any competitive impact, 
upon the petition by any party in interest, or 
on its own motion, after hearing, as may be 
necessitated by any cumulative or cross-over 
problem stemming from approval of this merger 
and/or any other transaction authorized under 
Section 5 with .respect to the territory involved. 
Consummati0n of the transactions herein authorized 
shall constitute irrevocable assent by the appli­
cant(s) to the power of this Commission to impose, 
after hearing, such just and reasonable conditions 
as may be necessary or appropriate. 

2. Great Northern and SP&S 
3. Northern Pacific 
4. Burlington 
5. Fiv&D and C&S 

Each of the six carriers named above opposes both 
the Union Pacific-Rock Island merger and the North 
Western control transactions. In the event of 
Conwission approval of any of the applications the 
relief sought by the various opposing carriers is set 
forth below. For the four carriers first named 
immediately above, all of the following requested con­
ditions relate solely to the proposed Union Pacific-Rock 

Island merger, except where specific reference is made 
to also include the North Western control application. 

(1) Both the Great Northern (its condition 
No. 1) and the Northern Pacific (its condition 
No. 4) request that the Union Pacific be 
required to grant each of them full joint and 
equal use of Union Pacific's line south of 
Seattle between Black River Junction and the north 
city limits of Auburn, Wash., known as South 
288th Street, a distance of about 10.3 miles, 
with unlimited access to industries located on 

- 431 -



F.D. o. 22688 

the Union Pacific trackage in the described 
area, upon reasonable agreed terms or as 
prescribed by the Commission. In the event 
the Union Pacific may not grant such use 
because of limitations on its ownership, Great 
Northern and orthern Pacific request that 
Union Pacific be required to publish reasonable 
switching rates to all industries in the 
described area. 

(2) The SP&S as part of the relief sought 
by its parent lines, the Great Northern (its 
condition No. 2) and orthern Pacific (its 
condition No. 6), requests that Union Pacific 
be required to admit the requesting lines to the 
full, equal, and joint use of all track facil­
ities necessary to serve all industries in that 
part of the Portland terminal known as the St. 
John's district lying westerly of the SP&S main 
line, north of the Willamette River and south 
~f the Columbia Riv~~~ough. To eff~tuate 
the foregoing condition, Onion Pacific would be 
required to amend a trackage right agreement 
dated October 6, 1921 so that the present 
agreement which is limited to certain specified 
traffic of the requesting lines would be extended 
to embrace all of their traffic moving to or from 
the St. John's district. 

(3) Great Northern requests (its condition 
No. 3) that Union Pacific, through its wholly 
owned subsidiary Spokane International, be 
required to grant Great Northern trackage rights 
for the service of industries located on Spokane 
International lines east of ~okane at Irvin, 
Trentwood, and Velox, Wash. 4 

Construction of certain connections, later detailed, 
would be necessary to fully effectuate condition (3) 
above. Also, the Northern Pacific opposes condition 
(3). Great Northern agrees that the need for condition 
(3) would be eliminated by the consummation of the 
authority granted iri the Northern Lines case, sub­
sequently effected as detailed in Part B. 

47 Irvin is situated about 6! miles east of Spokane and 
the Trentwood-Velox area about 2 miles farther east. Irvin, 
Trentwood and Velox are also served by the Northern Pacific. 
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(4) Great Northern (its condition No. 4) 
and Northern Pacific (its condition No. 5), 
request that Union Pacific be required to include 
within the switching limits of Portland the 
stations of Fir Station, Rockwood, and Troutdale, 
Oreg. 

(5) Great Northern (its condition No •. 5) 
as to the Union Pacific only, and Northern 
Pacific (its condition No. 1) as to both the 
Union Pacific and North Western, should be 
required to include in its switching tariff at 
St. Paul all industries on the acquired Rock Island 
lines from St. Paul to the southern limits of Inver 
Grove, including Inver Grove, and St. Paul Park 
(Northern Pacific also would include the Northwestern 
Refining Company, an industry located on the east 
bank of the Mississippi River at St. Paul Park). 
The acquiring line would b~ required to publish and 
maintain reasonable charges for the switching of such 
industries,subject to absorption by the Northern 
Pacific and Great Northern in accordance with usual 
St. Paul switching practices. 

(6) Great Northern (its condition No. 6) 
and Northern Pacific (its condition No. 7) request 
that in the event of an approval of any of the 
transactions the so-called Standard Traffic Conditions 
(imposed in the DT&I case) be clarified. 

The Great Northern and Northern Pacific presented oral 
and documentary evidence(including Exhibits Nos. 305, 306, 310, 
and 311) bearing upon the requested changes in traffic con­
ii tions and the reasons therefor. However, a number of other 
-arrier parties have presented evidence bearing upon their pro­
~ osed modification of the standard traffic conditions, there 
~ eing differences in various respects among the proposals. 
~ater, all parties' proposals will be discussed and traffic 
· onditions will be set forth by the examiner which are 
appropriate to the authority recommended. 
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(7) Northern Pacific ( its conditions Nos . 
2 and 3) requests that the Un on Pacific be 
required to grant to its joint facility rights 
to operate with its own power and crews 
( a) between Wallace and Silver King, Idaho, a 
distance of 14~ miles , and (b) over the lines 
of Spokane International , from a track connec ­
tion at Sandpoint , Idaho to the interchange 
point between Spokane International and 
Canadian Pacific at Eastport , I daho, a distance 

of 66 miles ; serving all industries , including 
under ( a ) those located at Kellogg and Bradley, 
I daho . 

As stated at the outset , the Burlington opposes 

both of the basic proposals . Its opposition is 
unqualified ; i . e ., it is of the view that no conditions 

are feasible or might be proposed which would protect 

the Burlington from the impact of either the merger or 

control transactions . 

While the FW&D and C&S oppose both the merger and 

control applicat ons , their jo nt request for conditions 

apply to sales of certain of the so - called southern 

portion of the Rock Island . 

( A) In the event the Rock I sland propert es in 

Texas are acquired by Southern Pacific , the latter should 

be required to : 

(1 ) Convey to FW&D all of the other one ~ 

half ownership of Rock Island in the former 
Burlington- Rock I sland Railroad properties 
(extending between Waxahachie and Houston, Tex .4 
including the branch line from Teague to Mexia ) 8 

for a price equal to the investment in said 
properties shown on the books of the Rock I sland . 
Such conveyance should also include an assignment 
of the rights and obligations under related joint 
facility or trackage agreements .49 

48see : Fort Worth & D. Ry . and c ., R. I . &RRr J oint 

Ownership , 324 I . C. C. 561 . 

49 Lease of properties of the former Burlington- Rock 

I s l and Railroad Company to FW&D and Rock I sland, dated 

J anuary 1, 1951 ; operating agreement between FW&D and 

Rock I sland, dated J une 20, 1951 and effective J une 1, 1950; 
contract between Rock I sland and the other proprietary 

companies and HB&T dated November 15, 1948; contract 
between Rock Island and Galveston Terminal dated March 1 , 

1938 ; and j oint facil i ty agreement between FW&D and Rock 

I s land , on the one hand , and Katy on the other, dated 

December 30, 1930 . 
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( 2 ) Transfer the stock of Houston Belt 
and Terminal now owned by Rock I sland to Fort 
Worth and Denver for an amount equal to the 
investment in said stock shown on the books 
of Rock Island ; and 

(3 ) Grant to the FW&D continuous trackage 
rights over the Rock I sland tracks between 
Fort Worth and Dalla s , which are now being used 
by FW&D, for a charge of $1.75 per train mile , 
subject to adjustment as costs change , such 
t r ackage agreement to provide : 

a . FW&D shall have an unobstructed track 
for operat i on through the present Rock 
I sland Peach Street Yard in Fort Worth; 

b . FW&D shall continue to have the 
unrestri cted right to interchange with 
the Frisco at I rving (near Dalla s ); to 
pick up and set out cars at the Cadiz 
St r eet Yard of Rock I s land (at Dallas ); 
and Cotton Belt shall continue to per ­
form switching for FW&D at Dallas on 
the present basis ; 

c . FW&D shall have the right to se rve 
industries on the Rock I s land line 
between Fort Worth and Da lla s now used 
by FW&D, and to interchange traffic 
with other railroads now interchanging 
with the Rock I sland in that territory . 

(B) I n the event the Rock I sland properties in 
Texas are acquired by the Santa Fe , the condtions imposed 
should require that : 

(1) All expenses of operations over the 
former Burlington- Rock I sland properties , now 
divided on a use basis , shall be borne not l ess 
than 50 percent by Santa Fe , and 

( 2 ) the same conditions outlined in para ­
graphs ( 2) and (3 ) immediately set forth above , 
except of course , that portion of 3 (b ) which 
refers to the Cotton Belt would not apply to the 
Santa Fe . 

The T&P opposes the affirmative relief requested by 
the FW&D to the extent the latter would be permitted to 
serve new areas in the Dallas - Fort Worth center includ­
ing Great Southwest I ndustrial District . 
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6 . MN&S 

The MN&S supports the proposed Union Pacific - Rock 

I sland merger and opposes the North Western application 

for control of the Rock I sland . I n the event of an 

approval of the North Western control , MN&S seeks the 

imposition of a number of conditions . I ts condition No . l 

which the examiners rejected and the reasons for the 

rejection were previ01 1 sly discussed in complete detail 

under the heading of " Preliminary Procedural I ssues . '' 

Other conditions ( in accordance with &S 1 numbering 

system) follow : 

(2a) MN&S should be allowed to route south­

bound traffic over either the former Great 

Western line, via Randolph , or the Rock I sland 

or Mi lwaukee lines , via Northfield , so as to 

obtain for its traffic the same speed, 

frequency and dependability made available by 

North Western for its own traffic . The North 

Western traffic diverted to Rock I sland at a 

level consistent with schedules set up for 

traffic via Rock I sland . 

( 2b ) North Western should be required to 

continue all freight train operations in 

connection with MN&S without discrimination or 

limitation, including the maintenance of 

train via Northfield and/or Randolph , Minn . , 

equal or superior to service previously pro ­

vided MN&S by Rock I sland and former Great 

Western via these points and to service 

afforded by North Western for its own traffic . 

Addit i onally, 

( a ) Al l train service to and from 

the Twin Cities over the lines of the former 
Great Western and Rock I sland should 

be required to provide service at 
Northfield and Randolph for the purpose 

of interchanging cars with MN&Sj 

( b ) North Western shall not de l ay 

northbound MN&S traffic to be inter­

changed at Northfield or Randolph by 

routing such traffic over circuitous 

or otherwise unsatisfactory routings , by 

carrying such t r affic past Northfield 

or Randolph or sett ing such t r affic 

out short of these points , whether 

because scheduled trains opera te late 

or have an excess of ca r s or for other 

reasons , o r by interchange with MN&S 

either direct l y or through an inter­

mediate carrier unless pursuant to 

specific shipper designation j 
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( c ) All northbound t r affic as to 
which MN&S is in the routing shall be 
interchanged at Northfield or Randolph 
without a back - haul from the Twin Cities 
to accomplish such interchange . 

(3 ) North Western shoul d be re qu ired to pro ­
vide MN&S with advance information on all loaded 
cars which include MN&S in their rout ing as su ch 
cars enter the North Western system ya r ds or 
interchange points . Such advance information 
should include initial , number , route , fi nal 
destination, time , date , and location r eceived by 
North Western and should show the tra i n numbers 
on which the car will move and the e xpected 
arrival time at Northfield or Rando l ph . 

(4 ) North Western should be required to 
make available interchange tracks in the Twin 
Cities to provide direct interchan ge between 
MN&S and North We stern for switch cars and to 
provide efficient and reliab l e service seven 
d ays per week , with a minimum of two p ickups and/o r 
deliveries per day . 

(5 ) North Western should be requ i red to pro ­
vide , without cos t to MN&S , improved crossing 
procedure of the p r esent Milwaukee ma i n line at 
Northfield . 

( 6) North Western should be required to 
maintain , without charge to MN&S , track between 
Northfield and Randolph at standards for forty 
miles per hour ( 40 m. p . h .) operation or at a 
minimum of the standards presently in force . 

(7 ) MN&S should be permi tted to use in 
common with North Western, the connect i on 
between MN&S and Great Northern Railway east of 
Glenwood J unction without charge to MN&S . 

( 8) North Western should be required to 
assume MN&S employee protection expenses for 
all MN&S employees furloughed due to loss of 
rail traffic as a result of North Western 1 s 
acquisition of Rock I sland . 

7 . KCS System ( see footnote 5) 

The KCS opposes all transactions herein proposed 
unless all of the affirmative conditions it requests are 
granted : 
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(A) I n the event of an approval of either the 
Union Pacific - Rock Island merger or North Western 
cont r ol of Rock Island) the successful applicant shall 
cause to be granted KCS: 

( l ) Trackage rights over the lines of the 
Rock I sland between Kansas City and Chicago) 
through Trenton) Mo .J Allerton) Fairfield) and 
Davenport ) I owa J and J oliet ) I ll . J and between 
Bureau and PekinJ Ill . J with service provided 
only at Chi cago) Peoria ) and Pekinj and· 

( 2 ) Trackage rights over the Rock Island 
lines J including yards J between Dallas and Fort 
Worth serving shippers and receivers at Dallas) 
Fort Worth and those served by the Great South­
west R . R. I nc .J with all reciprocities and to 
interchange traffic with other carriers at 
Dallas and Fort Worth and with Great Southwest 
at Great Southwest ) Tex .J and at such other 
points where traffic may be interchanged 
between Rock I sland and Great Southwest . 

( 3 ) The successful applicant should cause 
to be sold to KCS all the Rock I sland interest 
in Great Southwest . 

( 4 ) The successful applicant shall cause 
to be conveyed or assigned to KCS the right of 
the Rock I sland to use J in whole or in part J 
various properties ) rights o f way J trackage ) 
appurtenances and facilities pursuant to 
trackage a greements ) leases and joint facility 
and other operating arrangements with other 
railroads where the same may be convenient or 
necessary in order to enable Kansas City Southern 
lines to provide railroad operations and serv­
ice between and at Kansas CityJ Mo . -Kans .J on 
the one hand J and Chicago and Peoria -Pekin) I ll .J 
on the other handJ between Peoria - Pekin and 
Chicago ) I ll . Jand between and at Dallas and 
Fort WorthJ Tex . j 

( 5 ) That the Union Pacific or North Western 
and Rock I s land ( as may be applicable in the 
case of the successful applicant ) be required 
to establish and maintain through routes and 
joint rates and divisions thereof via the Kansas 
City Southern lines and its connections on all 
trafficSO to and from points on the Union 

SOFor the purpose o f all KCS conditions requested ) KCS 
means as presently constituted) its subsidiaries and 
any and all properties it acquires md all successors in 
interest . Union Pacific ) Southern Pacific) Santa Fe and 
North Western take the meani ngs as previously set forth 
in footnote 46. 

(Footnot e SO cont 1d next page ) 
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Pacific - Rock I sland or the North Western and/or 
Rock I sland and their connections or via the 
Union Pacific - Rock I sland or North Western and/or 
Rock I sland and their connections, on a basis 
equal to the rates and divisions thereof 
applicable via other routes in which the Uni on 
Pacific or the North Western and/or Rock I sland 
participatej 

( 6 ) The same as with ( 5) immediately above 
with respect to the successful applicant : On 
all traffic Union Pacific or North Western 
and/or Rock I sland shall provide no less 
favorable treatment and service for Kansas 
City Southern Lines and its connections than 
treatment and service provided for other 
carriers . The term "treatment and service " as 
used herein is as previously set forth in Ri o 
Grande ' s defining of the terms in the conditions 
requested of the Southern Pacific under items 
(1) , ( 2 ) , (3 ) , (4), ( 5 ) and (7), at pagES 42 8 and 429. 

(7) Any party or any person having an 
interest in the subject matter may at any future 
time make application for such modification of 
the conditions prescribed herein or any of them, 
as may be required in the public interest and 
jurisdiction is retained to reopen the proceed­
ing for such purpose . J urisdiction is also 
reserved for the Commission to reopen the. pro ­
ceeding for such purpose on its own motion . 

( 8) The Commission shall retain jurisdic ­
tion over these proceedings fol l owing consumma ­
tion of the transactions herein authorized for 
the purpose among others of con s i dering petitions 
under section 5 ( 2 )( d ) of the Act by any rail ­
r oad in the territory involved requesting 
inclusion in the merger so authorized . The 
Commission shall also retain jurisdictio n over 
these proceedings followi ng consummation of the 
transactions herein authorized to impose such 
just and reasonable conditions including but 
not limited to the granting of trackage and/or 
trackage rights by the merged company to 
another railroad or railroads in the territory 

(Footnote SO cont 1 d from page 43 t9 

The term "all traffic " similarly i s as defined in 
footnote 46, ( l) through (8 ), inclusive . 
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involved ) to alleviate any competitive impact J 
upon the petition by any party in nterestJ 
or on its own motionJ after hearing) as may be 
necessitated by any cumulative or cross - over 
problems stemming from approval of this merger . 
and/or any other transaction authorized under 
section 5 with respect to the territory involved . 
Consummation of the \ransactions herein autho ­
rized shall constitute irrevocable assent by 
the applicants to the power of this Commission 
to imposeJ after hearing) such just and 
reasonable conditions as may be necessary or 
appropriate . 

(B) Under an approval of sale of the southern half 
of the Rock I s land to Southern Pacific : 

( l ) Southern Pacific shall be required to 
se ll to KCS the Southern Pa ci fic line of roadJ 
and all appurtenant properties and facilit es J 
between Shreveport and Houston) subject to 
tracka$e rights to Southern Pacific ; and 

( 2) Sell to KCS the Rock Island line of 
road and all appurtenant properties necessary 
to provide full service ) between Dallas and 
Fort Worth . 

( 3) Southern Paci fic shall assign or convey 
to KCS all rights under trackage or other 
agr eement s so that KCS will be enabled to pro ­
vide service between Dallas and Fort Worth and 
Shreveport and Houston . 

( 4) Also applicable to Southern Pacific 
would be t he same conditions as previously set 
forth under ( A) ( 5 ), (6 ), (7 ) and (8 ) , 
i mmediate ly above . 

(C) Unde r an approval of sale of the southern 
half of the Rock Island to Santa Fe J the Santa Fe would 
be required to sel l to KCS : 

( l ) Santa Fe lines of roadJ and all appur­
tenant propert i es and fac ilities , from a point 
of connection at or near DobbinJ Tex .J eastward 
to De Ridder and Oakdal e ) La .J between Si lsbee 
and High I s land J Tex .J and between Kirbyville and 
Longview, Tex .; 

( 2) All of Rock Island 1 s ownership in the 
line of railroad be t we en Dobbin and Houston) 
sub j ect to trackage rights to Santa Fe ; 

(3 ) The Santa Fe line of roadJ and appur­
tenant properties and facilities) between Paris 
and Dallas , Tex .J subject to trackage rights to 
Santa Fe between Zacba J unction and connection 
with the tracks of the Union Terminal Co . J Dallas; 
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(4) The Rock I s land lines of road , and 
all appurtenant properties ffid facilities 
necessary to conduct the service between Da lla s 
and Fort Worth, subject to through trackage 
rights to Santa Fe; and 

( 5 ) All of Rock I sland 1 s ownership and 
rights over the trackage of Houston Belt & 
Terminal, Great Southwest , and Union Terminal 
Co ., Dallas . 

( 6) Santa Fe would be required to convey 
or assign to KCS the right of Rock I sland 
under trackage rights or other agreements to 
enable KCS to provide service between Oakdale , 
Longview, High Island, on the one hand, and , 
on the other, Houston; between Dallas and Fort 
Worth; and betwee n Dallas and Pari s . 

(7) applicable to Santa Fe the same conditions 
as set forth in (A)(5), ( 6) ., (7 ) and ( 8) above . 

(D) Approvals of any of the proposed transactions 
3hould be subjected to the traffic conditions imposed 
i n the DT&I case . 

The T&P opposes the affirmative relief requested 
by the KCS to the extent the latter would be permitted 
t o serve new areas in the Dallas -Fort Worth area, 
i nc l uding the Great Southwest Industria l District and 
t he MoPac opposes all of the affirmative relief requested 
by KCS . 

8. Soo 

The Soo takes no position with respect to the 
proposed Union Pacific -Rock I sland merger . However, 
Soo opposes the proposed North Western control of the 
Rock I sland, no matter whether or not the southern half 
of the Rock I sland is acquired by e ither Santa Fe or 
Southern Pacific . Early in these proceedings, Soo 
requested the imposition of seven specific conditions 
should the North Western control application be approved . 
However ., since then some of the conditions have been 
effected by conditions for the benefit of the Soo 
imposed in the merger approved in the report on recon ­
s ideration in the Great Western proceeding . 

(1) I n the Great Western proceeding 
( condition 1 therein ) Soo and North Western 
agreed to establish a direct interchange at 
the Minneapolis yards of Railway Transfer 
Company of Minneapolis and Soo here seeks a 
like condition so to enable it to conduct a 
similar interchange with the Rock I sland . 
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( 2 ) North Western would be required to 
retain the mutual J direct interchange between 
it and Soo with respect to St . Paul cars a t 
the present "Buckley " interchange located 
immediately south of Soo ' s J essamine Street 
yard . 

The direct Soo - Rock Island interchange at 
Inver Grove J established under cond tion 2 in 
the Great Western proceeding) would be maintained . 

(3 ) Also under condition 2 imposed in the 
Great Western proceeding ) Soo obtained certain 
trackage rights between a defined point in St . 
Pau l and Roseport J Minn . J serving al l industries 
on or along the trackage . In the instant pro ­
ceeding) Soo seeks rent free trackage between 
the point of connection ( to be constructed) of 
the North Western and Rock Island trackage a t 
the latter ' s Inver Grove yard and the end of 
Rock I sland ' s track at its freight house in 
St . Paul J and over all connecting industry 
trackage so as to permit Soo to serve jointly 
wi th Rock Island all industries located on such 
trackage . 

( 4) Soo requests that the direc t inter­
change between i t and North Western at the 
latter ' s Wood St ree t yard J as r equired in the 
Grea t Western proceeding ( condi t i on 3 therein ) 
should be exte nded to include s i milar inter­
change betwe e n Soo and Rock I s land . 

(5 ) Thi s condi tiondea ling with rates to 
the oute r zone of the Chicago switching distric t 
was rendered moot by condition 1 in the Grea t 
Western proceeding . 

( 6 ) I n Appendix VI to the init ial report 
in the Grea t Wes tern proceeding the r e were 
imposed certain t ra ff ic and operating condi ­
tions fo r the protection of carriers generally . 
Soo r equests imposition of the same conditions 
should the North Western control application be 
approved . 

(7) Any approval of control of Rock I sland 
by North Wes t ern shall be on condition that 
North Western shal l J prior to effectuating 
control ) negotiat e in good faith wi th Soo and 
gra nt such operating rights J phys ical access to 
industry) coordinat i on or s i mila r rights as may 
be necessary to neutralize any revenue los s 
result ing f r om traffic diversions or increased 
exp enses caused by control of Rock Island by 
Nor th Western . 
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To the extent that Sao will not be fully 
compensated by other conditions imposed o n 
behal f of Sao, the Commi ssion shall make 
further appropriate provisions requiring North 
Western to fully indemnify the Sao against any 
and all damage through traffic diversions o r 
increased expenses attributab l e to said 
control . 

The Commission shall a l so retain jurisdic­
tion to receive e vidence in the future of any 
additional damage to Sao attributable to said 
control and to make appropriate provis ions for 
indemnity . 

9 . T&P 
10 . MOPac 

T&P 

The T&P opposes both the Unio n Pacific -Rock I sland 
me rge r and the North Western control of the Rock I sland 
a ccompanied in each instance by a sale of the southern 
Rock Island to either the Southern Pacific or Santa Fe . 

s indicated at the outset J the proposed Union Pacific 
me r ger transaction and purchase of the southern Rock 
Island by the Southern Pacific are interrelated basic 
t ransactions . The supporting details will be later dis ­
cussed at length in a preliminary statement to the 
description of the agreements and other document s 
bearing upon the merger and purchase applications . 
HoweverJ North Western 1 s control application stands alone 
a nd apart from the proposed purchase by the Santa Fe of 
t he southern Rock Island . Al so J as later detai l edJ 
control of the entire Rock I sland is the first choice 
o f the North Western J but as to such proposal the T&P 
t akes no position . Presumabl y J T&P adopts the po s ition 
o f its parent MoPac J i . e . J i n support of full control J 
a s more fully discussed after the requested condition s 
o f T&P are detailed . 

(A) In the event the Southern Pacific is granted 
authority to acquire the s outhern half of the Rock I sland 
t he T&P requests imposition of the "standard 11 protective 
t raffic conditions andJ in additionJ the following : 

(l) T&P be g ranted trackage rights over 
all the lines used or controlled by the Southern 
Pacific and its subs idiarie s in New MexicoJ 
Arizona and California including the right to 
serve on an equal basis all industries on such 
lines and to use all terminal facilities as are 
needed by the T&P to perform service and to 
switch to such industries and other railroads . 
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The Southern Pacifi c would be required to 
agree to such terms and condit i ons embrac i ng 
an initial operat i on by T&P, substantially as 
proposed by it , to the Los Angeles area 
( from El Paso ) , and the methods and terms for 
expansion of T&P 1 s services to other areas 
covered by the condition within six months of 
the effective date of Commission certificate 
or order "in this matter . " 

( 2 ) Southern Pacific indemnify the T&P 
against its portion, percentagewise , of trans ­
continental freight moving over the El Pa so 
gateway when dropping below T&P 1 s historic 
percentage of such traffic , based upon a base 
period of the five years 1957- 1961 . 

(3) With respect to the Rock I sland lines 
to be acquired by Southern Pacifi c , a condition 
reiterating the effectiveness of the condition 
imposed in Southern Pacific Co . Merger, 312 
I . C.C . 598 . The condition referred to , 
embraced in a stipulation of June 1 , 1961 
between the T&P and Southern Pacific and 
supported by a contract between them of the same 
date , provides that : 

(1) On all traffic originating or 
terminating at a point or stat i on 
on SP, or its connect i ons , lying 
westerly of the c i ty of El Paso , 
Texas , ( b ) routed by the shipper 
so SP and T&P are directly connect ­
in~ carri ers on the movement , but 
( c ) with no j unct ion or interchange 
point of SP and T&P specified by the 
shipper on the bill of lading, the 
interchange between SP and T&P 
shall be made or effectuated at El 
Pa so , Te x ., unless tariff s lawfu lly 
on f i le with the I . c . c . make a 
lower rate applicable via some 
other point of interchange between 
the carriers . 

( B) I n the event Santa Fe is granted authority 
to acquire the southern half of the Rock Island , the 
T&P r equests imposition of the "standard " protective 
traffic condit i o n s and , in addition, the fol l owing : 
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( 1 ) T&P be granted trackage rights over 
the Santa Fe line between Pecos ~ Tex . ~ and 
Carlsbad ~ N. Mex . , serving on an equal basis 
all industries on the line and along connect ­
ing l ead or branch lines and to use such 
facilities as are required by T&P to perform 

service . 

MoPac supports the North Western proposed control 

of the entire Rock Island provided an approval is made 

subject to a condition requiring merger of the two 
carriers within a reasonable time . MoPac opposes the 

Union Pacific - Rock Island merger application . Also , 

MoPac opposes any acquisition of the southern part of 

the Rock Island by either Southern Pacific or Santa Fe 

even if coupled with an imposition of conditions 
requested by T&P for trackage rights over the Southern 

Pacific lines between El Paso and Los Angeles or 

trackage rights over lines of the Santa Fe between Pecos 

and Carlsbad . 

Opposition of the MoPac and T&P to the conditions 

or affirmative relief requested by certain intervening 

railroads has been previously detailed . 

11 . Western Pacific 

Western Pacific opposes the Union Pacific proposed 

merger and Southern Pacific application for purchase 

of the southern half of the Rock Island unless its 

requested conditions ~ as detailed below ~ are imposed 

and in which event it supports the transactions . 

Similarly~ if the Western Pacific conditions are imposed 

in any approval of the North Western control proposal 

and purchase by the Santa Fe of the southern half of 

the Rock Island , · the Western Pacific would withdraw its 

opposition to those applications . 

( A) Requested conditions under the Union Pacific 

merger and Southern Pacific purchase applications : 

(1) Union Pacific at all times shall 
remain neutral as between Southern Pacific 
and Western Pacific in its solicitation and 
in its routing of freight traffic , including 
unrouted traffic , moving between points in 
northern California north of Caliente and Santa 

Margarita ~ and in Oregon south of Portland ~ 

on the one hand , and points on the Union 
Pacific ~ including the merged Rock Island ' s 
lines , and the connections thereof ~ on the 
other hand . 
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( 2 ) Union Pacif i c at a l l times at the 
request of We stern Pacific shall join with 
Western Pacific in the establishment and 
mainte nanc e of through rates and routes on 
fre i ght traffic moving from, to or v ia 
points in northe rn Ca liforni a as above 
defined on bases no less favorable than those 
which Union Paci f i c contemporaneously joins 
wi t h Southern Pacific in publishing and 
ma inta ining between the same , or related , 
points . 

( 3) Southern Pacific at all times at the 
request of Western Pacific shall join with 
Western Pacific in the establ i shment and 
maintenance of through freight rates , and 
r outes , via California interchange points , 
between all p oints on the lines of Southern 
Pacific , its sub&idiary l ines a nd its short ­
line connections , on the one hand , and points 
on the lines of We stern Pacific , its subsid­
iary l ines and its connecting lines , on the 
other hand,no less favorable than apply at the 
same time between the same , or related, 
points via any of the Southern Pacific lines . 

( 4) Uni on Pacific shall join with 
Western Pacific in ma intaining via the lines 
of said companies between all points on the 
Uni on Pacific including the merged Rock 
I sland lines , east of Ogden , Utah, o n the 
one ha nd , and points on the lines of Western 
Pacific in California through freight train 
schedules and servic e via Salt Lake City at 
least e qua l in all respects to the freight 
train schedul es and servi ce contemporaneously 
ma intained by Unio n Pacific in connection 
with Southern Pacifi c between such points via 
Ogden, Utah . In the event that , in the judgment 
of Western Pacific , Union Pacific shall fail, 
after reasonable notice , to provide such 
equality of schedules and service , Union 
Pacific at the request of Western Paci fic shall 
grant to Western Pacific trackage rights over 
the Union Pacific line between Salt Lake City 
a nd Ogde n , Utah, and shall pro vide facilities at 
Ogden, Utah for the prompt and efficient inter­
change of freight train s a nd cars between Union 
Pacific and We stern Pacific at such points . 
Upon institution of operations pursuant to such 
rights Union Pacific shall join with Western 
Pacific in maintaining the foregoing equality 
of schedules and service via such Ogden interchange . 
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(5) Fo r a period of five years following 
the date of consummation of any or all of the 
transactions approved in these proceedings the 
Interstate Commerce Commiss i o n s hall retain 
jurisdiction to permit the f iling by Western 
Pacific of a petit i on for inc lus i o n in the 
Union Pa c ific system . 

( B) With respect to the North Wes tern proposed 
control of the Rock Island ~ the condition requested by 
Western Pacific bea r s upon the acquisition by North 
Western~ or any successor ~ of Rock I s land ' s line between 
Kansas City and Santa Rosa . The condition provides 
that : 

( l) With re spect to freight traffic 
moving from~ to or via any point located on 
the lines of the North We stern o r which in 
the future may be l ocated o n it s lines or the 
lines of its successor as a re su lt of merge r~ 

or consolidation , or t rackage right s , or 
lease~ or an extension of line , in Illinois , 
Missouri ~ Iowa ~ Wisconsin , Michig an and 
Kansas , on the one hand, and , on the other, 
points in California north of and including 
Cal iente and Santa Margarita~ North Western or 
i ts suc~essor : 

. ( a) shall , to the e x tent it has 
control , join with i ts connections 
in maintaining via the various central 
transcontinental routes freight train 
schedules and service at least equal to 
such s chedules and service as are 
maintained today and comparab l e to the 
freight train schedules and service 
contemporaneous l y maintained by the 
No r th Western and its connect i ons 
between such territories via any of the 
southern transcontinental routes ; and 

( b ) shall, to the extent it has 
control, join wi th i ts c onnections in 
maintaining via the various central 
transcontinental r outes j oint through 
rates o n bases no less favorable than 
those which the North Weste rn s hal l 
maintain via any of the southern trans ­
continental routes; and 

( c) shall be neutral in its solicita ­
tion of traffic as between the southern 
and the central transcontinental routes . 
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The above condition shall be construed as only 

requiring North Western to adjust its schedules , 
service or ra tes on a proportional basis as related 

to its length of haul or divisions and in the event 

it s connections refuse to enter into or provide for 

such joint rates , schedules or service , nothing con­

tained i n this c o ndition shall prevent North Western 

from adjusting its rates , schedules or service via 

its southern tran sco nt ine n tal routes . This condi tio n 

shall not be construed as requiring North Western to 

ma intain the same number of trains via the central 

transcon tine ntal route as via the southern transco n ­

tinental route . 

(C) Approval of the purchase by Santa Fe of a ny 

portion of the Rock I sland shall be subject to a request 

for i nclusion of the Western Pacific in the Santa Fe 

u nder similar terms as set forth under ( A)( S) above . 

12 . Katy 

The Katy requests that whichever applica n t (Unio n 

Pacific , Southern Pac i f ic, North Western , or Santa Fe ) 

is authorized to acquire lines of the Rock I sland located 

in the territory of the Katy, such applicant shall be 

required to include the Katy in its system . The condi­

tion should further provide that within one year from 

the date of consummation of the successful applica n t ' s 

a cquisition a pla n for inclusion should be filed with the 

Commission or that in the abse n ce of an agreement between 

the parties , the Katy should file a petition requesting 

the Commission to f ix terms for the inclusion, and that 

appropri ate j urisdictio n should be retained by the 

Commi ssion . 

13 . Milwaukee 

The previously referred to denial in the Milwaukee 

proceeding has caused i mportant changes i n the position 

of the Milwauke e . Following such denial the Milwaukee 

filed a petition, o n April 6, 1970, seeking inclusion in 

either the Union Pacific system or the Southern Pac i f ic 

system, as a condition to approval of the Union Pacifi c­

Rock I s land mPrger and Sou thern Pacific purchase 
applicat ion. 51 The Commissio n, in its order of May 15, 

1970, amo ng other things , reopened these proceedings for 

51 Up to the t i me of the filing of its petition for 

inclusion, the Milwaukee ' s position was as follows : 

The Milwaukee co nditionally supports the North 

Western' s application for control of the entire Rock I s land. 

such condition being that the Milwaukee proceeding also 

be appro ved , and the Milwaukee takes no ~uJition with 

respect to the acquisit ion proposed by the Santa Fe . The 

Milwaukee opposes the Unio n Pacific - Rock I sland merge r 

(Foot note 51 cont ' d o n page 449). 
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further hearing, limited to the inclusion issue , and 
with such further hearing to be held at a time and place 
to be set following service of this recommended report 
on the present record . Accordingly, the requested 
inclusion is not here a matter for consideration . 
Required herein for discussion a nd determinatton, however , 
is the matter of the Milwaukee evidenc e in opposition to 
the proposed Union Pacific - Rock I sland merger and 
Southern Pacific purchase transactions . 

14 . Frisco 

The Frisco opposes each and all of the various 
acquisitions proposed . It also , opposes in the event any 
application is approved , the inclusion sought by Katy , 
the acquisitions requested by the KCS, T&P, and FW&D . 
Although recognizing that a denial of the Santa Fe purchase 
would moot the tracka g 3 rights proceeding in F . D. No . 
24154 , the Frisco specifically opposes the latter pro ­
ceeding on jurisdictional grounds . 

(Footnote 51 cant 'd from page 44 8) 

proposal and without qualification , including with or with ­
out imposition of the so - called Milwaukee conditions 
imposed in the Northern Lines case . I t·takes no position 
with respect to the Southern Pacific companion purchase 
application to the Union Pacific merger proposal ; and , 
although not entirely clear, it appears that the Milwaukee 
is similarly situated with respect to Southern Pacific ' s 
petition for substitution in lieu of the Santa Fe 
proposed purchase in the event of an approval of the North 
Western control . 

In further connection with the Union Pacific - Rock 
Island merger proposal , the Milwaukee ( 1) takes no 
position with respect to the Rio Gra nde's proposed condi ­
tion for its purchase of Rock Island lines, as previously 
detailed , but such condition does not alter Milwaukee ' s 
opposition to the merger transaction ; ( 2 ) opposes the 
proposed conditions of KCS for exten sion of the latter ' s 
operations from Kansas City to Chicago and related junctions 
and g a teways in Illinois ; and (3) opposes any condition 
proposed by the Great Northern and Northern Pacific which 
would have the effect of broadening their traffic base 
in the Pacific Northwest vis - a - vis the Milwaukee and in 
particular those proposed conditions which would require 
Union Pacific to open jointly served Union Pacific ­
Milwaukee exclusive industry and industrial districts in 
the Seattle Area to Great Northern and Northern Pacific 
without at the same time requiring them to ope n their 
exclusive industries and industrial districts in the 
same area which are now closed to the Milwaukee , on a 
reciprocal basis satisfactory to the Milwaukee . 
(Footnote 51 cont ' d on page 450. 
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15 . Union Pacific 

The Union Pacific opposes the North Western control 
of the entire Rock I sland and also such control together 
with the purchase by either Santa Fe or Southern Pacific 
of the southern portion of the Rock I sland lines . 
Such lines .for the purposes of the instant discussion 
lie roughly south of Kansas City and will be described 
in complete detail later . In addition) Union Pacific 
opposes) as a condition to the approval of North Western 
control of Rock I slandJ the imposition of conditions 
for sale to the Rio Grande of Rock Is land properties 
and use of trackage between the Colorado points and 
Missouri River as detailed before . 

(Following half of page purposely left blank ) 

(Footnote 51 cont 'd from page 449 ) 

AlsoJ in connection with the North Western control 
application) the Milwaukee (1) opposes all conditions 
proposed by the Rio Grande ; and ( 2 ) opposes the proposed 
conditions of the KCS for extension of the lat ter ' s 
operations from Kansas City to Chicago and related 
gateways or junctions in Illinois . 
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While the Union Pacific urges approval of its 
merger with the Rock I sland , at the same time and in 
connection with such merger , the Union Pacific also 
s upports the Southern Pacific ' s application for purchase 
of the southern Rock Island lines . The merger and 
purchase applications are herein viewed as interrelated 
t ransactions for the reasons later detailed . Along 
s uch lines ~ the Union Pacific and Southern Pacific have 
e ntered into an agreement and stipulation with the 
Kansas - Missouri River Mills under which~ in the event 
o f an approval of the Union Pacific and Southern Pacific 
applications , certain routing and transit privileges 
currently enjoyed by Kansas g rain shippers over the 
Rock I sland lines will be continued in effect . Detail s 
o f the agreement are next set forth in connection with 
t he recitation of Southern Pacific's position . 

Exhibit No . 1375, received in evidence in these 
proceedings , embraces a stipulation between Union 
Pacific and RLEA, and several agreements between Union 
Pacific and various labor organizations of nonoperating 
a nd operating employees 52 containing provisions for the 
p rotection of employees of Union Pacific and Rock I sland 
i n the event the merger is approved in whole or in part . 
The stipulation provides that the agreements have been 
e ntered into in accordance with the l~st sentence con­
ta ined in section 5 ( 2 ) ( f ) of the Act , 3 that if notwith­
standing RLEA ' s opposition to the merger the Commission 
approves the transaction, RLEA, as representative of the 
labor organizations to the agreements, believes that 
t he adverse effect upon employees will be mit i gated and 
the interests of employees better served if such merger 

52 Nonoperating labor organization s are : Transportation­
Communication Employees Union, Brotherhood of Maintenance 
o f Way Employees , Brotherhood of Sl eeping Car Porters, 
Hotel & Restaurant Employees & Bartenders ' I nternational 
Uni on, Brotherhood of Railway Carmen of America , I nter ­
nat i onal Association of Machinists & Aerospace Workers~ 
International Brotherhood of Boilermakers and Blacksmiths , 
International Brotherhood of Electrical Workers , Inter ­
nat i onal Brotherhood of Firemen & Oilers and Sheet Metal 
orkers ' International Ass ociation~ and the operating labor 

organization is the Brotherhood of Locomotive Firemen and 
Enginemen . 

53 "Notwithstanding any other provisions of this Act , 
an agreement pertaining to the interests of said employees 
may hereafter be entered into by any carrier or carriers 
b y railroad and the duly authorized representative or 
representatives of its or their employees ." 
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were of the end - to - end type as proposed in Finance Docket 
No . 23286 , and that the agreements constitute fair and 
equitable arrangements for the protection of employees ' 
interests within the meaning and purpose of section 5 ( 2 )( f) . 
I n its brief , Union Pacific asserts that the above 
discussed agreements cover about one - half of the labor 
organizations representing employees of Union Pacific 
and Rock I sland and that Union Pacific is willing to make 
similar agreements with other organizations so that no 
protected employee will suffer loss of employment or be 
adversely affected with respect to his compensation or 
other benefits as a result of the merger . Further , 
that in the e vent any labor organization has not entered 
into similar agreements at the time of final Corrmission 
order, such employees should be granted the same protec ­
tions set forth in New Orleans Union Passenger Terminal 
Case , 282 I. C . C. 271 , the New Orleans conditions , as 
modified by the substitution of the new arb i tration 
provision set forth in the Great Western proceeding, 
Chicago & N. W. Ry . Co .--Merger, 330 I. C.C. 13 . 

Under an approval of the proposed merger , in who l e 
or in part , Union Pacific suggests imposition of certain 
traffic conditions . I t states that such conditions are 
as a consequence of the various requests by intervening 
carriers for modification of the so - called standard 
conditions set forth in the DT&I case , and that its 
conditions are more liberal and will adequately protect 
intervening railroads . The traffic conditions proposed 
by Union Pacific are : 

l . Upon consummation of the transaction in 
who l e or in part , the me r ged Union Pacific ­
Rock I s l and shall maintain a nd keep open all 
routes and channels of trade via existing 
junctions and gateways , unless and until 
otherwise mutually agreed upon by the carriers 
affected or otherwise authorized by the 
Commission ; and specifically , but without 
limitation, the merged Union Pacific - Rock 
I s l and 

( a ) Sha l l offer compete participation via 
existing junct i ons a nd gateways in 
any rates which wholly o r partly 
r epl ace, . supersede , or alternate with 
any rate , class , commodi ty, or com­
bination, app l icable via junctions 
and gateways existing at the time of 
consummation of the merger, and 

( b ) Shal l not , where rates at the time of 
consummation of the merger are 
e qua l ized via two or more gateways , 
change or join in a change or establ ish 
new rates via one such gateway without 
offeri ng to join i n the same rate in 
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connection with carrier parties 
to the rates applying via such 
other gateway or gateways . 

2 . The present neutrality of handling traffic 
inbound and outbound and i n overhead serv­
ice by the Union Pacific Rai l road and 
Chicago , Rock I s land & Pacific Railroad 
shall be continued byfue merged Union Pacific ­
Rock Island so as to permit equal opportu -
nity for service to , from, a nd viarul lines 
reaching the rails of the merged Union Pacific ­
Rock I s land without discriminating as to 
routing or moveme nt of traffic and without 
d i scri mination in the arrangement of 
schedules or otherwise . 

3 . Existing traffic a nd operating relation­
ships between the Union Pac i fic Railroad 
and Chicago , Rock I sland & Pacific Railroad , 
on the one hand, a nd all lines connecting 
with their tracks , on the other, shall be 
continued insofar as such matters are 
within the control of merged Union Pacific ­
Rock I sland, and all contracts now in 
effect between Union Pacific Rai l road and 
Chicago , Rock Island & Pacific Railroad , on 
the one hand, and all other railroads , on the 
other, shall be continued in full force a nd 
effect , subject to modification, cancella ­
tion or termination only in accordance with 
the specific terms and conditions of each 
contract . 

4. The merged Uni on Pacific - Rock I sland should 
accept , handle and deliver all cars 
inbound and outbound and in overhead or 
switching service , loaded and empty, without 
discrimination and promptness or frequency 
of service and irrespective of origin or 
destination or route of movement . 

5. The merged Union Pacific-Rock I sland shall 
do nothing to restrain or curtail the 
right of industries served by the Union 
Pacific and Chi cago , Rock Island & Pacific 
Rai lroad, or the merged Union Pacific - Rock 
I sland to route traffic over any or all 
available routes and gateways . 
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6. Any party or any person having an interest 
in the subject matter may at any future 
time make application for such modification 
in the above conditions , or any of them, as 
may be required in the public interest, and 
jurisdiction will be retained to reopen the 
proceedings on the motion of the Commission 
for the same purpose . 

Union Pacific also proposes certain other conditions 

designed to protect intervening rail carriers against 
adverse impact as a result of the Union Pacific -Rock 
I sland merger . Such conditions will be described at 
this point only in the most general terms . 

Union Pacific has advanced a " traffi c guarantee " 
under which the merged Union Pacific -Rock I sland would 
i~demnify, in cash, the North Western group (North 
Western - Great Western- Mi lwaukee ) against loss of 
traffic . 

Should the Commission find that the public interest 
required the extension of Rio Grande ' s lines to the 
Missouri River, Union Pa cific would accept such 
condition . Howe ver, in discussions held between Union 
Pacific and Rio Gra nde they have been unable to agree 
upon the Rock I sland properties ( rail and motor ) to be 
conveyed and the prices to be paid therefor . Such 
elements , the Uni on Pacific urges be determined in a 
sepa r ate hearing following approval of the merger . 

The Union Pacific opposes all other requests for 
affirmative r elief or imposition of conditions requested 
by interveners . I t states that certain of those 
requests have been met either by certain past actions 
of the Commission and parties or by the traffic condi ­
tio n s Union Pac i fic recomme nds be imposed . The 
remainder of its agreements will be discussed in full 
at a subse que nt time . 

16 . Southern Pacific 

Southern Pacific opposes the North Western applica­
tion for control of the Rock I sland . In connection 
with the forego ing control transaction, the applicatio n 
of the Santa Fe to purchase the southern Rock Island 
lines is opposed by Southern Pacific and the latte r , 
under its request for inclusion, seeks the imposition 
of a c ondi t i on requiring the sa l e to it of the southern 
Rock I sland lines . Southern Pacific opposes Santa Fe's 
r equest f or inclusion in the proposed Union Pacific ­
Ro ck I sland merger and sa l e to Sa nta Fe of the southern 
Rock I s land lines . 
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The Southern Pacific supports the Union Pacific ­
Rock Island transaction subject upon condition that 
upon consummation of the merger it acquire the southern 
Rock Island lines . With respect to the merge r and 
purchase transactions , the previously- referred to 
agreement · and stipulation entered into by the Union 
Pacific and Southern Pacific with the Kansas - Missouri 
River Mills proposes to the Commission the imposition 
of a condition to an approval of the transaction 
providing that : 

UP and SP shall not alter in any 
manner, by reason of the consummation of 
the merger and sale authorized herein, 
the transit or routing privileges on 
grain and grain products offered by and 
in effect on the present lines of RI 
described in Chi cago , Rock I s land and 
Pacific Railroad Company Tariff 34562-G, 
ICC C-13697, I tems 2260- C, 2170, 2180 , 
2190, 2200, 2210, 2220, 2230 , 2240, 2250 , 
2260- C, 3470, 3480, 3485, 3490, 3500, 
3510, 3520, 3530, 3550, 3560, .3570, 3580, 
3675- A, 3810, 3820, 3830 - A, 3840, 4140, 
4150 , 4160, 4170 , 4650 , 4660, 4670 , 4680, 
4690, 4700, 4710 , 4715, 4720, 4730, 4740, 
4745- B, 5120, 5130, 5140, 5146- B, 5150- B, 
5160, 5170- A, 5180, 5190, 5200-A, 5210- A, 
5220, 5230, 5240- A, 5245, 5250, and 5390-A. 

In further connection with the matter of conditions 
embracing routing and transit privileges on grain and 
grain products under a North Western control and sale of 
the southern Rock I sland to Southern Paci fic , the 
latter would be agreeable to enter into the same type 
of stipulation with North Western as entered into 
between North Western and Santa Fe . The conditions 
referred to , are embraced in Exhibit No . 157, and will 
be discussed further in connection with the position of 
the Santa Fe . 

Under any approval of Southern Pacific ' s proposed 
acquisition of southern Rock Island lines , Southern 
Pacific suggests that for the protection of employees 
of Southern Pacific and Rock Island the imposition of 
the New Orleans conditions with the modified arbitration 
clause set out in the Great Western proceeding, 330 
I.C.C. 13 . It further suggests imposition of the 
following traffic conditions : 
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a . Southern Pacific shall maintain and 
keep open all routes and channels of trade via 
existing junctions and gateways to and from the 
p~rchased lines of Rock Island, unless and 
unt il otherwise authorized by the Interstate 
Commerce Commission . 

b . The present neutrality of handl ng 
traffic inbound and outbound to and from the 
purchased lines of Rock I sland shall be continued 
by South ern Pacific so as to permit equal 
opportunity for service to and from all lines 
reaching the purchased lines of Rock I sland with­
out discrimination in the arrangement of 
schedules or otherwise . 

c . The present traffic and operating 
relationships exist ing between the purchased 
lines of Rock I sland, on the one hand, and all 
lines connecting the rewith, on the other, shall 
be continued by Southern Pacific insofar as such 
matters shall be within its control . 

d . Southern Pacific shall accept , handle , 
and deliver all cars inbound and outbound, loaded 
and empty, to a nd from the purchased lines of 
Rock I sland without d i scrimination in promptness 
or frequency of service as between cars destined 
to or received from compet i ng carriers , and 
irrespective of destination or route of movement . 

e . Southern Pacific shall not do anything 
to restrain or curtail the right of industries 
now located on the purchased lines of Rock I sland 
to route traffic over any or all existing routes 
and gateways . 

f . Any party or any person having an interest 
in the subject matter may, at any futur e time , 
make application for such modification of t he 
abo v e conditions or any of them, a s may te 
required in the public interest, and juris diction 
will be retained by this Commission to reopen 
the proceeding on its own motion for the same 
purpose . 

I n any authorized purchase of southern Rock I sland 
lines , the Southern Pacific opposes inclusion of the 
Katy~ and it opposes the affirmative relief re quested 
by the T&P ~ FW&D, KCS ~ and WP ~ on the grounds later 
detailed . 
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17 . North Western 

North Western would accept as a condition to 
control ~ a requirement that within a reasonable period 
thereafter it file an application for merger . I t 
would further find acceptable as conditions the 
following : 

(l) Standard DT&I conditions for the 
benefit of all railroads ~ 

( 2 ) Certain modifications in the standa r d 
conditions for the benefit of the Great Northern 
and Northern Pacific ~ 

(3 ) Specific co nditions for the benefit 
of the Western Pa cific ~ Ri o Grande ~ Soo and 
MN&S ~ or 

( 4) alternatively~ inclusion of the Soo 
and MN&S ~ 

( 5) Purchase of the net assets of the Katy , 
and 

( 6) Conditions for the protection of labor 
as prescribed in Chesapeake & O. Ry . Co .--Control -­
Baltimore & O. R . Co .~ 317 I . C. C. 261 . 

As with certain other carrier parties ~ details of 
the above - enumerated conditions will be later set out . 

I n further connection with its proposed control , 
North Western opposes the requests of the Rio Grande ~ 

KCS , and Southern Pacific for trackage rights or for 
purchase of the Rock I sland lines and properties 
previously described . While North Western seeks to 
acquire and retain control of the entire Rock I sland 
system, in the event the Commission finds that a 
physical partition of the Rock Island is desirab l e ~ the 
North Western supports the proposed purchase of the 
Santa Fe . 

The North Western opposes the Union Pacific - Rock 
I sland merger m d Southern Pacific purchase proposals , 
and in connection therewith the afirmative relief 
requested by the KCS embracing trackage rights to 
Chicago . 
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18 . San ta Fe 

Santa Fe , as its first preference, supports the 
North Western proposed control of the Rock Island and 
Santa Fe 1 s applicatio n to acquire the southern Rock 
I s land lines . Should the Santa Fe application be 
denied, it supports , as its second preference , the 
North Western application for control of the entire 
Rock I s l a nd . As seen, the North Western ' s first 
preference i s for control of the entire Rock I sland 
and this proposal is not opposed by the Santa Fe . 

Under an approval of its application, the Santa 
Fe i s agreeable to the imposition of various 
condit i ons : 

( a ) for the maintenance of routes , gate ­
ways , and channels of trade , the conditions as 
set forth in the DT&I case , 

( b ) for the protection of labor : 
( 1) employees in the nonoperating crafts 
( except shop craft empl oyees ) the benefits of 
the Mediat i o n Agreement of February 7, 1965 
(National Mediation Board Ca se No . A- 7128 ) , 
( 2 ) shop craft employees the benefits of the 
Mediation Agreeme nt of September 25, 1964 
(Na tional Mediation Board Ca se No . A- 7030 ) and 
( 3 ) all other employees adversely affected the 
provision set forth in New Orleans Union 
Passenger Terminal Ca se , 282 I . C . C. 271 in the 
form restated in Southern Railway Co.--Control -­
Central of Ge o rgia Railway Co ., 317 I . C. C. 557, 
as suppleme nted and clarified in 317 I . C . C. 7 29, 
320 I . c . c . 377 a nd 331 I.C. C. 151 , including 
Sections 4 , 5 , 9 (but not the provisions 
thereof for arbitration of disputes ) of the 
so - called Wa shington Ag reement of May 21 , 1936, 
and 

( c ) t he i mpos i t i on of a condition giving 
effect to the agreement betwee n Santa Fe and 
North Western under which transit and r out ing 
privileges of Kansas grain shippers will be 
continued in effect after acquisition by Santa 
Fe of the southern Rock I sland lines on the 
s ame basis were the Rock I s land under single 
ownership . The proposed continuing in effect 
of transit and routing privileges are under 
the s ame Rock I sland tariff numbe r as previously 
enumerated under the similar Union - Pacific ­
Southern Pacific agreement covering the same 
s ubject matter and , in addition , Transcontin e n tal 
Freight Bureau Tariff 45 - L . 
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The Santa Fe also is not opposed to conditions 
under which the Commission would retain jurisdiction 
for a period o f five years following consummation to 
permit Western Pacifi c to seek inclusion in the Santa 
Fe system; and conditions granting FW&D ' s requests for 
an unobstructed open main line through the Rock I sland 
Peach Street Yard (Fort Worth ), provided it does not 
mean the maintenance of an open line for the exclusive 
use of FW&D, FW&D ' s unrestricted right to interchange 
with the Frisco at Irving , Tex . , and FW&D 1 s right to 
pick up and set out cars at Rock I sland ' s Cadiz Street 
Station (Dalla s ). 

Santa Fe opposes all the remaining requests of 
the FW&D; the requested inclusion of Southern Pacific; 
Rio Grande ' s requested acquisition of Rock I sland lines 
between Denver and Omaha and Kansas City ; KCS ' 
request for acquisition of the previously- described 
lines of railroad and properties of the Santa Fe and 
Rock Island ; T&P 1 s request for trackage rights over 
the Santa Fe ; and Katy 1 s request for inclusion in the 
Santa Fe system . 

With respect to the proposed Union Paci f ic - Rock 
I sland merger and Southern Pacific purchase of the 
southern Rock I sland lines , such applications are 
opposed by the Santa Fe and all requests for affirmative 
rel ief or conditions requested by other carriers , 
except , of course , Santa Fe ' s petition for inclusion 
whereby it seeks acquisition of the southern Rock I s l and 
lines . 

19 . Rock I sland 

The Rock Island supports the Union Pacific merge r 
and Southern Pacific purchase transactions . In the event 
of an approval of the merger, the Rock I sland adopts 
the position of the Union Pacific with respect to the 
affirmative relief requested by the Rio Grande , KCS, 
Santa Fe , Katy , Great Northern , Northern Pacific , Soo , 
and Western Pacific . 

In the event of a denial of the proposed merger 
or an approval subject to the imposition of conditions 
unacceptable to Union Pacific , the Rock I sland would 
accept control by North Western as an intermediate step 
to a merger . In connection with control , the Rock I sland 
reserves the right to petition the Commission for the 
imposition of a condition requiring Northwest Industries 
to make a substitute exchange offer to Rock I sland stock­
holders on terms not less favorable than the terms of 
the North Western Exchange offer . Under an approval of 
the North Western control , the Rock I sland opposes the 
application of the Santa Fe and petition for inclusion 
of the Southern Pacific whereby each seeks to purchase 
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the southern Rock I sland and Rock I sland opposes the 

affirmative relief requested by the Rio Grande and KCS . 

I t further opposes Northern Pacific 1 s condition No . lj 

the c ond ition requested by &S pertaining to a 
proposed direct interchange between the I llinois Central 

and MN&S ( the latter 1 s condition o . l )j and Soo 1 s 

conditions Nos . 3 and 4. 

B . Federal Agencies 

1. ·Bureau of Enforcement-ICC 

The Bureau does not oppose either the North 

Weste rn control of the Rock I sland or the Union Pacific ­

Rock Island merge r) but requests that certain condit ons 

be imposed in the event either proposal is approved . 

In the North Western proposal ) the Bureau urges 

that approval of indirect control by Northwest 
I ndustries be conditioned to require that ( 1) Northwest 

Industries continue to be considered a carrier under 

the provisions of section 5 ( 3 ) of the Act for the 
pu rpose offilin~ such annual and special reports pursuant 

to section 20 (1) and ( 2 ) of the Act as may ·be requ red 

by the Commission j ·( 2 ) Northwest I ndustries be subjected 

to the provisions of section 20 ( 5 ) of the Ac t J and that 

all its accounts ) books J records ) memoranda ) correspon­

den ce and other documents be held to be relevant to its 

relation to its subsidiaries j ( 3 ) Northwest I ndustr es 

be required ) upon i ts acquiring 80 percent of the 
capital stock of Rock I sland) to file with the Comm ssion 

reports containing information relating to any agree ­

ments entered m to with Rock I sland respecting the 
utilization of tax benefits which Industries may apply 

to itself in a consol i dated tax return to be filed by 

Industries j and that (4 ) Northwest I ndustr es be required 

to file with the Commission an additional special and 

comprehensive report ) conta i ning a section relating to 

financial data and a section reflecting Performance and 

Status relative to operations of the rail subsidiaries ) 

as more specifically detailed in the Bureau 1 s br ef . 

The report would be filed in each of the f ve years 

ending December 31 fo llowing Commission authorization . 

The Bureau believes that I ndustries should not be 

subjected to the provisions of section 20a of the Act . 

The Bu r eau u r ges that approval of the Union Pacific ­

Rock I sland merge r be conditioned to require Union 

Pacific ( 1 ) to divest itself of its stock holdings n 

IC Industries ) such stock to be sold and transferred 

only to persons not affiliated directly or indirectly 

with Union Pacific or any of its subsidairies j and 

( 2 ) to keep in effect until the date when such divesti ­

ture must be completed ) its three voting trusts which 

presently ho l d the stock which Union Pacific owns in IC 

I ndustries . 
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It is noted that in connection with the application 
of UPC for leave to be joined as a party applicant , the 
Bureau urged that UPC should be considered a carrier 
Jnder the provisions of section 5( 3) of the Act and be 
sub jected to the provisions of sections 20 ( 1 ) , ( 2 ) and 
(5 ) of the Act , and also be required to file the 
comprehensive annual financial reports suggested in 
the Bureau ' s brief, which would embrace all of the 
subs idiaries , nontransportation as well as the transpor­
t ation . At the limited further hearing on November 19, 
1969, UPC through its Chief Executive Officer , agreed 
to accept the above - mentioned conditions . 

The Bureau further urges that should any of the 
applicants enter upon plans of diversification similar 
to those of Northwest Industries -North Western or come 
under the control of a noncarrier holding company, then 
such noncarrier holding company should be required to 
become an applicant and be made subject to the above ­
described reporting requirements which the Bureau 
recommends be imposed upon Northwest I ndustries . 

2 . U.S. Department of Justice 

Justice i s of the view that the Union Pacific - Rock 
Island me r ger would be consistent with the public 
interest provided the transaction is conditioned upon 
(1 ) sale to Rio Grande of Rock I sland properties 
necessary to give Rio Grande continuous lines of 
railroad (a ) between Denver and Colorado Springs , Colo ., 
and Council Bluffs , I owa and Kansas City , Mo ., and 
(b ) between Topeka , Kans ., and St . J oseph, Mo ., with 
connections to all other railroads at such cities , and 
with all rights to serve industries at Kansas City, 
St . Joseph, Council Bluffs , and west thereof ; ( 2 ) sale 
to Santa Fe of the Rock Island line from Amarillo to 
Memphis , and of Rock Island properties in Memphis , and 
a half interest in or full trackage rights over the 
Rock I sland line between St . Louis and Kansas Ci ty 
( including the use of all industrial , spur, and side 
tracks , and the use of appropriate terminal facilities 
in St . Louis); ( 3) sale to Southern Pacific of the Rock 
I sland properties for which Southern Pacific has applied , 
with the exception of the Amarillo - Memphis line and 
related properties ; and ( 4) divestiture by Union Pacific 
of its stock interest in Illinois Central Industries , I nc . 

As a less desirable alternative to ( 2 ) and (3 ) 
above , Justice supports sale to Santa Fe of the properties 
for which it has applied ( including trackage rights or 
ownership rights giving it access to St . Louis ) and sale 
to Southern Pacific of the Santa Rosa - Kansas City line 
( including trackage rights over Union Pacific lines 
between Topeka , Kans ., and Kansas City, Kans . , and the 
properties of Rock I sland in Kansas City, Kans . , and 
Kansas City, Mo . ) . 
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The Department strongly recommends that if North 
Western is authorized to merge with the Milwaukee , 
that North Western not be authorized to acquire control 
of Rock I sland, either with or without sale of any or 
all of the southern half of Rock I sland to either 
Southern Pacific or Santa Fe . 

C. State Agencies 

The Public Utilities Commission of South Dakota 
and the Commissioner of Agriculture of Minnesota 
support the North Western control transaction . The 
former also opposes the Union Pacific - Rock I sland 
merger . The Corporation Commission of New Mexico 
supports the North Western control transaction subject 
to subsequent sale of the southern portion of the Rock 
I sland lines to Santa Fe . I t opposes the Un on Pacific ­
Rock I sland merger of the northern Rock Island and 
Southern Pacific purchase of the southern Rock I sland . 
The Southeastern Association of Railroad and Utilities 
Commissioners represents the State Commission of 
Alabama, Florida , Georgia , Kentucky, Mississippi , North 
Carolina, South Carolina , Tennessee and Virginia . I t 

_ supports the Santa Fe purchase proposal but the 
Association ' s real emphasis is upon the Santa Fe' s 
acquisition of the Memphis - Tucumcari line . 

The Public Utilities Commission of I daho and the 
Public Service Commission of Wyoming support the Union 
Pacific - Rock I sland merger . The Utah I ndustrial 
Promotion Commission supports the Union Pacific - Rock 
I sland merger provided the western portion of the Rock 
I sland lines between the Missouri River and Denver and 
Colorado Springs are sol d to Rio Grande . The Public 
Utilities Commission of Oregon supports the Unlon 
Pacific - Rock I sland merger and Southern Pacific purchase 
proposals provided protective condi tions are approved 
for the benefit of carriers providing rail service to 
Oregon, notably Western Pacifi c , Great Northern, Northern 
Pacific, and the Spokane , Portland & Seattle . 

The "Colorado Parties" 54 oppose the Union Pacific ­
Rock I sland merger . If the merger is approved the 
Colorado parties request that such approval be conditioned 
upon sale of the Rock I sland lines between Denver­
Colorado Springs and Kansas City- Council Bluffs to 
Rio Grande . 

54 The Colorado parties representing identical interests 
are comprised of the Colorado Public Utilities Commission, 
City and County of Denver, and Denver Chamber of Commerce . 
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Tne Oklahoma Ordinance Works Authority supports 
the petition of Missouri - Kansas - Texas for inclusion in 
any transaction authorized by the Commission . The 
Arkansas Commerce Commission~ The Missouri Public 
Service Commission ~ the Public Utilities Commission of 
California and the California Department of Agriculture 
oppose all of the applications . I f~ however, either 
of the basic applications i s granted the foregoing 
California bodies request imposition of such conditions 
as will insure the continued maintenance of Western 
Pacific and Rio Grande as an effective competing route . 

The State Corporate Commission of Kansas , although 
opposed to both the basiC control and merger applications ~ 

would not object to the Union Pacific - Rock Island merger 
if the transaction is conditioned upon : 

( 1) 

( 2) 

(3) 

(4) 

Sal e to the Ri o Grande of the Rock Is l and 
properties needed to provide a continuous 
line of railroad between Denver and 
Colorado Springs~ and Council Bluffs and 
Kansas City j and Topeka and St . J oseph , 
with connections to all other railroads 
at the named cities# 

Sale to the Santa Fe of the Rock I sland 
lines from Amarill o to Memphis and the 
Rock I sland properties in Memphis ~ and 
full trackage rights over the Rock I sland 
line between St . Louis and Kansas City 
together with the use of all industrial 
spurs , s ide tracks and appropriate 
terminal facilities at St . Louis ~ 

Assuming a merger of the Grea t Western 
LQbviously an error~ apparently intended 
to be North Western; with the Milwaukee~ 
sale to Southern Pacific of the Rock 
I sland lines south of Kansas City~ except 
the Amarillo - Memphis line related 
properties and 

The imposition by the Commission of " some 
specific arrangements to protect the 
Missouri Pacific and other smaller carriers 
to the end that they will remain healthy 
and competitive . " 

D. State Subdivisions 

The City of Milwaukee ~ the Milwaukee Board of Harbor 
Commissioners and the Houston Port Bureau support the 
No r th Wes tern control transaction and oppose the Union 
Pacific - Rock Island merger . 
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The Golden State Route Committee representing 
numerous cities , town, boards of supervisors and chambers 
of commerce in Arizona , New Mexico and Texas supports 
the Union Pacific- Rock I sland merger and Southern 
Pacific purchase proposals and , alternatively, the 
petition of Southern Pacific for inclusion in the North 
Western transaction . The City of Council Bluffs 
supports the Union Pacific- Rock Island merger provided 
the conditions sought by Rio Grande are granted . 
Lincoln County, the Town of Hugo , the Chamber of 
Commerce and City of Grand J unction , and the Moffat 
Tunnel Commission, all in Colorado , oppose the Union 
Pacific - Rock Island merger unless the conditions requested 
by Rio Grande are granted . 

The Port of Beaumont opposes the Union Pacific ­
Rock I sland merger but does not oppose the North Western 
control transaction . The Chambers of Commerce and/or 
Cities of Belleville , Clay Center, Goodland, Manhattan , 
Sharon Springs and Wallace County, Kans . j and Cheyenne 
Wells , Colorado Springs , Limon and Pueblo, Colo ., 
oppose the Union Pacific - Rock I sland merger . If, however , 
the merger is found to be in the public interest , then 
they support Rio Grande 1 s request for sale of the 
w€ stern portion of the Rock I sland lines , as detailed 
before . 

The Greater Baton Rouge Port Commission and the 
Texas Gulf Ports Association oppose any division of the 
Rock I sland as involved under the Santa Fe and Southern 
Pacific purchase proposals . Similarly, the Port of 
Galveston, the Galveston Chamber of Commerce and the 
Port of Lake Charles oppose any division of the Rock 
I sland between two or more carriers . Additionally, the 
Port of Lake Charles opposes any acquisition of the 
Rock I s l and which could adversely affect the financial 
ability of the Missouri Pacific and/or Kansas City 
Southern to continue to provide service to the Port . 

The Chambers of Commerce and Cities of Phillisburg, 
Norton, and Smith . Center, Kans ., support Rio Grande 1 s 
request for sale of the western portion of the Rock Island 
lines , as detailed before . The City and Chamber of 
Commerce of Parsons, Kan s . , and Rotan , Tex . , support the 
petition of the Missouri - Kansas - Texas for inclusion in 
any transaction authorized by the Commission . The City 
of Kansas City opposes any merger ( including control ) of 
the Rock I sland at this time . 
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E. Labor Interest s 

I n these proceedings the RLEA continues its policy 
of opposing all unifications as contrary to the interests 
of employees . HoweverJ RLEA believes that the proposed 
Union Pacific - Rock I sland merger may properly be 
reviewed as an end - to - end unification and a type which 
inherently reduces the necessity for widespread dis rup ­
tion in the working conditions of the empl oyees involved . 
For the latter reasonJ RLEA supports the merger trans ac ­
t ion over the proposed North Weste rn control . 

I n connection with such support J RLEA refers to 
the st ipulation embrac ing agreement"s for the protection 
of the interests of carrier employees entered into 
between Union Pa ci fic and RLEAJ as r epresentative of 
the labor organizations signatory to the agreements 
(Exhibit No . 1375) . These protect ive a gr eements J 
executed by the parties thereto in accordance with the 
last sentence of section 5 ( 2)( f ) of the Act J provides 
protection for all employees of Rock Island and Union 
Pacific represented by the RLEA s i gnatory or ganizations 
in the event of full or partial merge r of the two 
carriers . 

In the event the Commission dete r mines it will be 
consistent with the public interest for any portion 
of the Rock I sland to be acquired by any one or more 
of the other carriers involvedJ RLEA requests that the 
provisions of the above - me ntioned agreements be extended 
to all of the employeees involved . 

BLE, the representative for purposes of the Railway 
Labor Act of employees empl oyed in the craft of l ocomotive 
engineers on the applicant and protestant railroads J 
opposes all of the applications except to the extent 
described in an agreement dated Decembe r l 3 J 1968 
between the Chicago and North We stern ( including i ts 
subsidiary , the Fort Dodge J Des Moines and Southern 
Railroad Company ) and the Brotherhood of Locomotive 
Engineers (Exhibi t No . 1376). 

By reason of the foregoing agreement J which 
contains protect i ve conditions for employees , BLE wi th­
draws its opposition to the control of the Rock I sland 
by North Western . 

I n the event the Commi ss i on grants the authority 
requested by Union Pacific , Southern Pacific or Santa Fe 
either in combination or individually, BLE requests the 
imposition of pro tective conditions , s i milar to those 
contained in the above - me ntioned agreement with North 
Western . 
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F. Intervening Stockholder-Mr. Kendall Laughlin 

Mr. Laughlin is a stockholder of the Rock Island, Union 
Pacific and Southern Pacific. He is opposed to the North 
Western control application. He requests dismissal of the 
Union Pacific control application (which will be done) and a 
partial dismissal of Union Pacific's security application in 
Finance Docket No. 23287. For the reasons previously detailed, 
consideration of the Union Pacific-Rock Island merger proposal 
will be limited to only the northern Rock Island, a matter also 
urged by Mr. Laughlin and it is unnecessary to state his reasons 
which differ from those of the examiner. Mr. Laughlin takes no 
position with respect to the matters of the Union Pacific merger 
with the northern portion of the Rock Island; the proposed 
acquisition of a portion of such lines by the Rio Grande; and 
the competing proposals of the Southern Pacific and Santa Fe to 
acquire the southern portion of the Rock Island. Rather, Mr. 
Laughlin's requested findings deal with the consideration payable 
in the event of an approval of such transactions. The requested 
findings are appropriate for discussion and consideration at a 
later time when the proposed trans-actions ·are cons-idered on their 
merits. 

Preliminary to a further detailing of the pertinent record 
made in each of the application proceedings; some discussion is 
required concerning the scope of the shipper and public witness 
evidence introduced. 

The order of the Commission dated November 21, 1966, among 
other things, set forth requirements for the filing by the various 
carrier parties to the proceedings of written verified statements 
of the carrier's supporting shippers and public witnesses. In 
response, a large number of statements were filed. Subsequently, 
but prior to cross-examination on the statements, for the purpose 
of expediting all carrier parties (applicants and intervenors, 
except one) stipulated and agreed that no one of them would offer 
the testimony of more than 20 shippers and public witnesses 
including a combined total of 20 for Union Pacific and Rock Island, 
under the merger application, and that the remainder of the 
verified statements would be withdrawn from the files of the 
Commission. While MoPac did not join in the entire stipulation, 
it agreed to not submit more than 20 written verified statements 
of shippers and public witnesses. Accordingly, the Examiners ruled 
that all other of the statements filed by the carrier parties were 
stricken and would not become part of the evidence of record. 
The foregoing, of course, does not extend to include the public 
bodies and other special interests, as set forth in footnote 8, 
who intervened in their own right and presented evidence in 
support of various of the involved carrier interests. 
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PART D 
FINANCE nGCKETS NOS . 22688 and 22689 

T-HE NORTH WESTERN Ci)NTBOL TRANSACTION AND 
RELATED . SECURITIES APPLICATION~ 

Pursuant to a resolution of North Western ' s Board 
of Directors adopted June 24, 1963, as amended, and for 
the purpose of acquiring control of Rock Island, an 
Exchange Offer was approved . The Exchange Offer , dated 
September 23, 1963 as amended October 7th and November 4th , 
1965, as herein pertinent , provides that for each share 
of Rock Island stock (whether such share is represented 
by a Certificate of Deposit issued by Union Pacific 
under its exchange offer of September l, 1964, as amended, 
or by a Rock Island stock certificate) North Western 
would issue, deliver and pay in exchange (l) 0 . 2778 of 
a share of North Western common stock, (2) one 6 percent 
Collateral Trust Income Bond of North Western in the 
principal amount of $30 maturing 50 years from the year 
of issuance and (3) $5 in cash . 

Various methods and time limits are prescribed for 
acceptance of the exchange proposed . On May 28, 1965, 
North Western amended its applications to provide that 
the Exchange Offer would terminate on June 30 , 1966, 
unless extended by its Board of Directors . As of June 27 , 
1966, North Western had obtained acceptances, evidenced 
by North Western Certificates of Deposit, with respect 
to 54 . 3 percent of Rock Island's outstanding common stock 
and thereupon closed its offer . 

The Exchange Offer provides that each holder of a 
North Western Certificate of Deposit retains all his 
beneficial rights as· a holder of a Union Pacific 
Certificate of Deposit and / or as a stockholder of Rock 
Island, including the right to receive any Rock Island 
dividends and the right to vote and that the Exchange 
Offer is binding upon any successor corporation of North 
Western , through consolidation or merger, and also 
upon persons accepting the Exchange Offer , in acco r da nce 
with its terms, in the event any such merger or co nso li­
dation of North Western with any other company . 

Consummation of the Exchange Offer is subject to 
the following conditions : 

(l) Prior to or upon expiration of the time for 
acceptance of the Exchange Offer , at least 51 percent 
of the shares of common stock of Rock Island then issued 
and outstanding shall have accepted the offer . (2 ) The 
Commission shall have (a) authorized the Exchange Offer 
of North Western without any conditions except such as 
are acceptable to North Western a nd (b ) shall have 
declined to authorize consummation of the Exchange Offer 
of Union Pacific dated September l, 1964, as amended, 
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or a merger of Union Pacific and Rock I sland , by a 
final order from which no judicial review has been taken 
within 90 days from the effective date of such order or 
orders or, in the event of such jud cial review, upon 
final disposition of the proceeding . And (3) during 
the period from October 7, 1965 to the date of consumma ­
tion of the Exchange Offer, Rock I sland shall not 
( a ) have issued or agreed to issue, or have granted 
options or other rights of any kind with respect to , 
any additional shares of stock having voting rights of 
any kind or any securities which are convertible into 
shares of stock having such voting rights, except 
pursuant to r i ghts existing on the date first above 
speci fied , ( b ) have made or agreed to make any distrib ­
ut i on of shares of its common stock except cash dividends 
and ( c ) or any of its subsidiaries shall not, other than 
in the usual course of its business , have entered into 
any agreement or consummated any transaction that would 
increase i ts interest , rentals, or other charges or its 
debt , or the encumbrances on its property or have engaged 
in any transaction otherwise than in the usual course 
of it s business , provided that North Western in its 
discretion may waive any or all of the above requirements 
of paragraph (3) . 

On and after the date of consummation and upon 
surrender of North Western Certificates of Deposit, the 
North Western common stock and Collateral Trust Income 
Bonds would be issued and delivered and any cash to 
which such holder is entitled would be paid to such 
holder . The Excha nge Offer would terminate in the event 
consummation is not had within 1 year from the 
Commission' s f ina l approval , with such approval date 
being not later than November 15, 1973 . 

Under North We stern' s securities applicat i on and 
for the purpose of consummating the above - described 
acqui sition of Rock I sland stock, the former seeks 
authority to issue not exceeding (1) 849, 154 shares of 
its no -par value common capital stock and ( 2 ) $91 , 701,330 
in principal amount of its 6 percent Collateral Trust 
Income Bonds . 

The per share excha nge of stock was arrived at by 
dividing the 810, 320 outstanding shares of North Western 
stock by the 2, 916, 711 outstanding shares of Rock I sland 
stock . The authority sought herein for the total number 
of North Western shares was calculated on the basis of 
an exchange of a total 3 , 056, 711 shares of Rock I sland 
stock comprised of the referred to 2 , 916 , 711 shares 
outstanding , 87 , 050 shares for which options had been 
gra nted at the close of the calendar year 1962, and 52, 950 
shares available for future options . Similarly, the 
proposed issuance by North Western of Collateral Trust 
Income Bonds was calculated on the same total number of 
Rock I s l and shares . 
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As seen , the proposed issuance of securities by 
North Western is predicated on the basis of a 100 per­
cent exchange of Rock Island commo n stock . As already 
stated , as of the time North Western closed the 
exchange offer on J une 27 , 1966 it had secured 
acceptances of 54 . 3 percent of Rock I sland ' s outstand -
ing common stock . On the basis of the foregoing , and 
calculated from the latest avai l able information and on 
solely the Rock Island shares outstanding, North 
Western ' s required authority, u nder section 20a , to 
consummate the control transaction would consist of the 
issuance of 440 , 655 shares of its common stock and 
$47 , 586, 930 in principal amount of 6 percent Collateral 
Trust Income Bonds . However, in its brief , filed 
January 1969, North Western requests that it be granted 
authority to issue the full amount of securities requested 
in its application ( representing an exchange of 100 
percent of Rock I sland stock ) so as to afford it 
flexibility in determining whether it should reopen its 
present exchange offer prior to merger (of Rock I sland 
into North Western) . 

The shares of North Western common stock to be 
issued under the Exchange Offer are amo ng the number of 
common shares presently authorized and unissued under 
North Western's amended Articles of Incorporation and 
will be identical with North Western ' s common stock 
presently issued and outstanding . In general , these 
shares are without par value , have a stated value of 
$100 per share , are eligible for the payment of dividends 
and for participation in the distribution of assets on 
liquidation, subject to the usual priorities applicable 
to common stock . Each sh8re is entitled to one vote 
with the right to accumulate votes for directors . 

The I ndenture to the 6 percent Collateral Trust 
I ncome Bonds provides for the form in which the bonds 
shall be issued and the various terms of the agreement 
between the North Western and the Trustee (unnamed ) to 
the Indenture . 

As herein directly pertinent , the bonds shall 
provide that interest shall be payable at the rate of 
6 percent per annum on April 1 of each: year following 
the calendar year of accrual . Such interest shall 
become due and payable only to the extent of income for 
the preceding calendar year from the securities pledged 
with the Trustee , as defined in the Indenture , or, if 
such income shall be insufficient , then to the extent 
that Available Net Income , as defined in the I ndenture , 
for the preceding calendar year shall be applicable for 
the payment of such interest . Any deficiencies in the 
payment of interest in respect of any calendar year shall 
accumulate and accrue up to but not exceeding 12 percent 
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of the principal amount of bonds issued and outstanding, 
but when and so long as interest shall be accumulated 
to such maximum, interest shall accrue on the principal 
amount for any calendar year only at the rate of 6 
percent per annum or to the extent of income from the 
pledged shares and of available net income for such 
calendar year , whichever is lesser. 

Such accumulated interest shall become due and 
payable to the extent that as of April l of any year 
Available Net Income for the preceding calendar year 
shall have been determined and the aggregate of the 
income from the pledged securities for the preceding 
calendar year and the Available Net Income for the 
preceding calendar year which may be applied .to the pay­
ment of interest of the bonds shall exceed the interest 
accrued at the rate of 6 percent per annum for such 
preceding calendar year on the bonds . Any such accumulated 
interest, when the principal amount becomes due and 
payable, shall also then become due and payable . 
Accumulations of interest shall not bear interest . 

The bonds are issuable only as registered bonds 
without coupons in denominations of $10 and/or any 
multiple thereof. If an event of default as defined in 
the Indenture shall occur, the principal 6f all bonds 
may be declared due and payable upon the conditions 
and in the manner and with the effect as provided in the 
Indenture. 

The bonds are entitled to the benefit of a sinking 
fund as provided in the Indenture and are subject to 
redemption for the sinking fund on May 20 of any year 
upon notice given as provided in the I ndenture and upon 
payment of the principal amount thereof plus an amount 
equal to interest which would have accrued thereon at 
the rate of 6 percent per annum to such May 20, but 
only (a) if, after the payment or provision for the 
payment of interest on the bonds at the rate of 6 
percent per annum for the preceding calendar year and 
the payment or provision for payment of all interest, 
if any, accumulated o n the bonds, there is Available Net 
Income which may be applied for the purpose, and ( b) to 
the extent in any year of not more than one half of l · 
percent of the total aggregate principal amount of the 
bonds theretofore authenticated and delivered, exclusive 
of bonds authenticated or delivered in replacement of 
theretofore outstanding b onds . 

The bonds are also subject to redemption as a 
whole or in part, at any time or times, at the option 
of the Company, on not less than 30 nor more than 60 
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days ' prior notice given as provided in the Indenture 
upon payment of the principal amount thereof plus a sum 
equal to the aggregate of (i) an amount equal to 
interest) if anyJ unpaid for the preceding calendar year 
on the bonds to be redeemed ) calculated at the rate of 
6 percent per annum if Available Net Income for such 
preceding calendar year shall not have been determined 
at the time the notice of redemption is give n) 
(ii) an amount equal to interest ) if any J whi ch has 
accumulated or will have accumulated on the bonds to be 
red e emed ) within the limitation on such accumulation ) 
after payment of the amount specified in clause (i)J 
and :(:iii) an amount equal to interest at the rate of 6 
percent per annum on the bonds to be redeemed) from the 
end of the preceding calendar year to the redemption date . 

As herein direct ly pertinent ) the Indenture defines 
Available Net I ncome for any year as the inc ome avail ­
able for the fixed charges of North We stern or its 
successors arising during such year less the fixed 
charges accruing during such year after deducting 
certain existing charges of North Western with respect 
to its First and Second Mortgage bonds ) as more specifi ­
cally defined in the Indenture . In effect ) the charges 
for the sinking fund and any annual interest accrual 
will follow in priority existing charges against North 
Western ' s Avai lable Net I ncome with respect to the bo nds 
issued under its First and Second Mortgages . 

The Indenture provides that the bonds will be 
entitled to an annual sinking fund ) to the extent of 
Available Net I ncome remaining after the prior payment 
of all accumulated interest on the bonds) but not in 
excess of (a) ~ of 1 percent of the total aggregate 
principal amount of bonds theretofore authenticated 
and delivered (exclusive of bonds authenticated or 
delivered in replacement of theretofore outstanding 
bonds) plus (b) an amount equal to the interest which 
would accrue at the rate of 6 percent per annum on such 
principal amount of bonds to May 20 of such year . 

The bonds shall be secured both as to principal 
and interest by the deposit ) in pledge with the Trustee ) 
of shares of common stock without par value of the Rock 
I sland of not less than one thirtieth of the aggregate 
principal amount of the bonds initially authenticated . 
So long as no event of default shall have occurred and 
be continuing) cash dividends or interest paid on the 
above - mentioned pledged securities out of earnings or 
retained income shall (a) if there is an accumulation 
of income for past periods on the bonds ) be reserved 
by the Trustee for payment to the holders of the bonds 
on the next succeeding interest payment date ) to the 
extent of an amount which) together with any amounts 
theretofore received and then reserved ) will be sufficient 
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to make the next annual interest payment on the bonds at 
the rate of 6 percent per annum . Any balance shall , on 
receipt by the Trustee of a request by North Western or 
its successors (also referred to as the Company ) be 
turned over to or upon the order of the Company; 
( b) if there is , at the time, an accumulation of 
interest for past periods on the bonds, be reserved by 
the Trustee for payment to the holders of the bonds , on 
the next succeeding interest payment date to the extent 
of an amount which, together with any amounts theretofore 
received and then reserved , will be sufficient to make 
the next annual interest payment on the bonds at the 
rate of 6 percent per annum and to make payment of such 
accumulated interest . Any balance then remaining shall , 
on receipt by the Trustee of a request by North Western 
or its successors be turned over to or upon the order 
of the Company . 

Unless an event of default shall have occurred and 
be continuing, the Company shall have the right, except 
as hereinafter limited , to exercise all voting rights 
of the pledged securities , as if the securities were 
not so pledged . However , the Company shall not 
exercise or permit to be exercised on its behalf any 
voting rights of the pledged securities inconsistent 
with the provisions or intent of the Indenture . 

The Indenture sets forth certain .covenants by 
North Western, chiefly to pay the principal and 
interest on the bonds when due , to maintain its properties 
in good repair and to maintain proper insurance thereon , 
to perform and discharge its other lawful obligations as 
required , and to pay any other indebtedness whenever 
incurred when the same shall become due . 

Subject to usual provisions with respect to 
selection of the bonds for redemption and notice to 
registered owners of such bonds , North Western may at 
any time redeem all or any part of the bonds, upon 
payment of the principal amount plus accumulated and 
unpaid interest , as previously detailed . 

Remedies , including acceleration of the maturity 
date of the bonds and institution of court proceedings 
are provided the Trustee and the Bondholders upon the 
occurrence of an event of default , as defined in the 
Indenture . 

The I ndenture additionally _provides that if North 
Western is consolidated with or merged into (or if all 
or substantially all its properties are acquired by ) 
any other corporation, the successor corporation shall 
succeed to and be substituted for North Western under 
the Indenture and shall execute a supplemental Indenture 
assuming payment of the bonds and all covenants and 
conditions of the Indenture . 
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The Inde nture has been e ntered into i n contempla ­
tion of a combination (whether by consolidation) merger 
or otherwise ) between North Western and Rock I sland . 
I n the event of such combination) North Western covenants 
that ( 1 ) if any of the pledged shares of Rock I sland ' s 
stock are canceled ) the payment of the bonds shall be 
secured by a direct lien on the Rock I sland properties ) 
of the character then subject to existing Rock I sland 
mortgage liens . This direct lien will be prior to al l 
other liens J except then existing liens and any liens 
required by the terms of Rock I sland ' s then outstanding 
indebtedness to be created as a condition to the 
creating of such lien for the benefit of the bonds J 
( 2) if the bonds are converted into or made exchangeable 
for securities of the combined company) such securities 
shall have a claim against the assets and income of 
the combined company ranking after the 4~ percent I ncome 
Debentures due March l J 1995J of the Rock I sland (or any 
securities into which such debentures are to be 
converted or for which they are to be exchanged )) 
(3 ) while separate income accounts need not be main­
tained as to the former properties of the two companies ) 
an equitable apportionment of the reve nues and expenses 
of the combined company between such propert i es may be 
made to establish a basis for the determinat i on of 
Available Net Income or for any other purpose of the 
Indenture ) provided that any such provision shall be 
approved by the I nterstate Commerce Commission or other 
federal government authority having jurisdiction of the 
combination . Unless the Commission or other authority 
shall find that no material alteration of the rights 
of the bondholders is thereby affected ) such provision 
shall be consented to by the holders of a majority in 
principal amount of the bonds outstandingJ l 4 ) The 
above - mentioned apportionment of income shall be upon 
such terms as will accord to the bonds (or any securities 
into which they may be converted or for which they may 
be exchanged ) a participation in the income apportioned 
to the properties of Rock Island after the above - mentioned 
4~ percent Income Debentures of Rock I sland . 

Upon any combination of North Western (whether by 
consolidation) merger ) or otherwise ) with a corporation 
other than Rock I sland ) the above - mentioned provisions 
with respect to the maintenance of separate income 
accounts and the apportionment of revenues and expenses 
would be applicable . 

Provisions are also made for the execution of supple ­
mental indentures and for the satisfaction and discharge 
of the Indenture . The terms and provisions of the 
I ndenture and the bonds are to be construed in accorda nce 
with the laws of the State of Illinois . 
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PART E 

FINANCE DOCKETS NOS. 23919, 23920, AND 24154 
"AND. 

N.O. J.fC,..F~9668 

SANTA EE RAIL PURCHASE TRANSACTION AND RELATED 
SECURITIES, COMMON USE . OF . TERMINAL . FACILITIES, 
AND ACQUISITION . OF MOTOR .- CARRIER RIGHTS . PROPOSALS 

The proposed rail purchase is embraced in an 
agreement dated October 26, 1965, between Santa Fe and 
North Western . The agreement recites , among other 
thi ngs , that Santa Fe is of the view that in the event 
of an approval of the proposed control by North Western 
of the Rock I sland , the sale of a portion of the latter ' s 
properties to the Santa Fe and its acquisition of 
trackage rights , as described in the agreement, would 
be more fully consistent with the public interest ; that 
an approval of North Western's control application 
without the described sale and trackage rights also 
wou l d be consistent with the public interest ; that orth 
Western is of the view that its control of the entire 
Rock I sland without a division of the Rock I sland 
properties with any other carrier would be more fully 
consistent with the public interest , at the same time, 
that the described acquisitions by Santa Fe also would 
be consistent with the public interest; and that in the 
event the Commission should approve North Western's 
control application and in connection therewith further 
approve the Santa Fe ' s purchase of a portion of the Rock 
I s l and properties and acquisition of trackage rights , 
the North Western and Santa Fe agree as follows : 

North Western would cause Rock Island to sell or, 
in the ~ent of merger of the two carriersSS would , 
itself , sell to Santa Fe all Rock Island lines south of 
Salina and Herington , Kans . , excluding the lines from 
Herington to Santa Rosa , N. Mex . , and from Bucklin to 
Dodge Ci ty, Kans . , but including the lines from Salina 
to Herington ; with such part of the equipment owned by 
Rock I sland or its subsidiaries , or North Western or its 
subs i d i ari es , on the closing date , as may be properly 

55 As seen, no application under section 5 seeking 
approval of a North Western- Rock I sland merger is presently 
be f ore the Commission . Nothing herein contained shall 
be co nstrued as passing upon any provision of the Santa 
Fe-Nor th Western agreement which involves a North 
Western-Rock I sland merger . 
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apportioned to Santa FeJ based on an allocation to Santa 
Fe of equipment having a value equal to 31 percent of 
the total depreciated value of equipment (including 
roadway machines and highway equipment ) owned by Rock 
I s l and as of the closing date . The allocation of equip ­
ment by specific units J however J shall be based upon the 
actual assignments or relative use made of such equip­
ment on the Rock I sland part and the Santa Fe part in 
the calendar· year prior to the final approvals of this 
Commission . I f Santa Fe should acquire specifi c 
equipment having value of mo re or less than 31 percent 
of the total depreciated value of Rock Island equipment 
at the closing date J the basic purchase price shall be 
adjusted by an amount equal to this d ifference . 

In additionJ Santa Fe would receive materials and 
supplies held for use on those lines on the closing 
date J including a proper proportion of general stores j 
industrial properties and interests in railroad J bridge 
and terminal companies appurtenant to these lines j all 
franchisesJ privilegesJ rights - of - wayJ easements J 
licenses and permits owned J acquiredJ appropriated or 
used for any purpose connected with the operationJ use 
and enjoyment of said lines and all fixtures and 
appurtenances used in the operation thereof j all con­
tracts to which Rock IslandJ or North WesternJ will be 
a party on the closing date and which are appurtenant 
to the lines being purchased ( it being understood that 
Santa Fe agrees as of that date to make all payments 
and to perform all obligations which Rock I sland J or 
North Western has agreed to make and perform with 
respect to such agreements and related instruments~ and 
that portion of the operating rights of RI Transit over 
routes appurtenant to the geographical area served by 
the lines to be purchasedJ as well as appurtenant termi ­
nals and other facilities . 

AlsoJ Santa Fe would rece ive full trackage rights 
in perpetuityJ or until terminated by mutual agreementJ 
over Rock Island's line between Kansas City and St . 
Louis J Mo . J including the right to handle local traffic 
on the lines and to use any branchJ spur and industrial 
trackage appurtenant thereto as well as the use of the 
Rock Island yard at St . Louis . Such trackage rights 
shall be incorporated in a joint - facility a g reement in 
which Santa Fe will pay one - half of the annual ownership 
costs of the line and appurtenant facilities between 
Kansas City and St . LouisJ including Rock Island's St . 
Louis yard J which shall be deemed to be taxes and 6 
percent of the original cost . Santa Fe shall also pay 
an equitable proportion of maintenancemd other operating 
expenses (other than owner ' s train operat ion expenses 
borne exclusively by the owner ) based upon the relative 
use made of the said line and appurtenant facilities by 
the parties . 
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The joint - facility agreement shall provide that 
the owner , either Rock Island or North Western, shall 
exercise operation control on a fair and equitable basis , 
and said agreement shall contain appropriate and 
customary terms and provisions governing the relations 
of owners and tenants under similar joint - facility 
agreements with respect to the time for rental and 
other payments , arbitration and indemnification and 
liability, as well as other appropriate terms and 
provisions . 

If it should be necessary to upgrade , rehabilitate 
or adapt the line to accommodate Santa Fe's operations 
under the joint - facility agreement , Santa Fe will 
reimburse the owner for such expenditures to the extent 
of Santa Fe's normal relative use of the joint facility , 
which normal relative use will be determined with 
reference to a reasonable period of time , mutually 
agreed upon, or to the extent of 50 percent of the 
expenditures , whichever amount is greater . The amount 
of such expenditues shall no~ thereafter, be included 
as a part of the original cost upon which the annual 
ownership costs are determined . 

Any property to be acquired by Santa Fe may , at 
its election, be acquired by a company or companies in 
which it owns substantially all of the capital stock . 

The basic purchase price to be paid by Santa Fe in 
consideration for the acquisitions will be $100 , 000 , 000 , 
subject to any adjustment for the allocation of 
specific equipment , discussed above , and subject , also , 
to an adjustment of 31 percent of any change in Rock 
Island ' s total indebtedness between December 31 , 1964 
and the closing date . Any such addition, however , 
shall not exceed the gross capital expend i tures for Road 
and Equipment property and miscellaneous physical 
properties , lessdepreciation on such properties and 
less proceeds from sale of any such properties , on 
the southern: lines made after December 31 , 1964, and 
prior to the closing date . 

The agreement provides that the transaction will 
be effectuated if this Commission grants satisfactory 
approvals for the acquisition of control of Rock I sland 
by North Western , or for the merger of the two carriers , 
and for the acquisition by Santa Fe from Rock Island, or 
North Western , of both the properties of Rock I sland 
and the trackage rights . Such approval shall not be 
deemed to be satisfactory if conditions i mposed by this 
Commission on the transactions are found by either party 
to be substantially burdensome to it . The followi ng 
conditions , however , shall not render an approval 
unsatisfactory : Conditions for the protection of employee 
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not substantially more burdensome to the employer than 
those ge nerally prevailing at the time of the Commission ' s 
approval; customary conditions or requirements concern­
ing reporting information and fili ng documents with the 
Commission and prohibitions against sale , pledge , 
repledge, or disposition of securities to be issued 
pursuant to Commission authority without further 
authorization ; or customary traffic conditions . 

Following satisfactory approvals from this Commission, 
North Western shall notify Santa F e in writing of the 
closing date for the transfer of properties and conveyance 
of trackage rights . Unless otherwise agreed upon , this 
closing date shall not be more than two years after 
Commission approval . Upon the closing, North Western 
shall cause Rock Island to , or shall itself, co nvey , to 
Santa Fe, free and clear of e ncumbra n ces , all Rock I sland 
properties and trackage rights covered by the agreemen t . 
Further, there shall not be any lien to secure fu nded 
debt or other indebtedness thereo n ( other than tax and 
assessment liens not yet payable and charges incident 
to construction) created by Rock Island or North 
Western, except that which Santa Fe may voluntarily assume . 
If Santa Fe assumes to pay any such lien , the considera ­
tion to be paid shall be reduced by the principal amount 
of the indebtedness secured by such lien and a ny 
interest accrued thereon at the closing date . Each of 
the parties will pay one - half of any excise taxes 
imposed upon the conveyance of real property interests . 

After the closing date~ensionbenefits payable 
under the Rock Island pension plan shall be paid by 
Rock Island, or North Western, as the case may be, and 
Santa Fe will pay monthly , to that party 36 percent of 
the total amount paid . Both Santa Fe and Rock I sland , 
or North Western , shall be severally responsible for the 
payment of any protection benefits imposed by the 
Commission pursuant to section 5 ( 2 )( f ) of the Ac t which 
benefits are required to be paid to former Rock I sland 
employees whose work is directly assignable to the Santa 
Fe part or the Rock Island part , respectively . As to 
those Rock Island employees whose work is not so 
direct ly. assignable , Santa Fe shall pay 36 percent of 
the cost of furnishing the required employees - protection 
benefits , and Rock Island, or North Western, shall pay 
the balance . 

In the event Rock Island is a party to any agree ­
ment or other arrangement including, without limitation, 
leasing arrangements for traffic and ticket offices 
entered into for the purpose of rendering services at 
points not on railroad lines of the Rock Island a nd for 
the purpose of rendering services which are not directly 
assignable to the Santa Fe part or the Rock I sland part 
and which shall continue in effect after the closing 
date , all rentals , salaries and wage costs and other 
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expenses of any kind incurred in rendering such 
services shall be paid by Rock I sland , or North Western, 
a nd Santa Fe shall pay to Rock Island , or North Western, 
as the case may be , 36 percent of the amount paid . 
Santa Fe shall share in prope r proportion in any benefits 

arising from such agreements and arrangements . 

I f, due to irreconcilable differences , either 
party wishes to submit the matter to arbitration, that 
party may select an arbitrator and in writing, so notify 
the other party, which will then within thirty days , 
select a n arbi trator and notify, in writing, the first 
party of the selection . The two arbitrators will then 
choose a t h ird arbitrato r . In the event that any 
arbitrator or arbitrators cannot be selected , the parties 
will then have the matter submitted to the District 
Court of the United States for the Northern District of 
Illinois in the manner provided by the Federal Arbitra ­
tion Ac t (Title 9 U . S . C. Section 5) for the purpose of 
the appointment and designation of an arbitrator or 
arbitrators . Each party shall pay the compensation and 
expenses of the arbitrator selected by it or appointed 
by the court in its behalf . The compensation and expenses 
of the third arbitrator shall be borne equally by the 
parties . 

The agreement shall be binding upon and inure to 
the benefit of the parties hereto their successors and 
assigns , but is not intended to be for , and shall not 
inure to , the benefit of any other parties , except as 
herein provided , to Rock Island and its sucaessors and 
a ss igns . 

The Securities App lication 

I n the section 20a application , Santa Fe requests 
authority to assume liability and payment for tne 
.contingent obligations of Rock I sland with resp~ct to 
bonds of the companies named immediately below, and 
which bonds are included within the properties proposed 
to be purchased . As of December 31 , 1967, the obl i gations 
to be assumed were , as follows : 

A&M Terminal First Mortgage Bonds , 2 - 3/4% 
due serially September l , 1967 through 
1975; guaranteed by endorsement jointly 
and severally as to principal and interest 
by the Rock Island and two other railroads . 
The principal amount outstanding was 
$775, 000 . 
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Texas National Bank of Commerce, 5t.% 
Note due J une 30 , 1972, guaranteed as to 
principal and interest a nd sinking fund 
by Rock I sland , Santa Fe , Missouri Pacific 
and Missouri-Kansas - Texas . The principal 
amount outstanding was $2,195,000 . * 

Union Terminal of Da llas , first mortgage 
bonds , 3% due J une l, 1978, guara nteed 
through an operat ing agreeme n t which pro ­
vides for payment by Rock I sland of l/8 
the amounts due in respect of interest and 
principal . The principal amount outstanding 
was $4, 330, 000 . 

*The Texa s National Bank of Commerce note 
replaced the Houston Belt First Mortgage 
Bonds , as more fully discussed in 
:Part F. 

Proposed Common Use of Terminal Facilities 

Santa Fe seeks joint use of certain Frisco terminal 
facilities in Kansas City, consisting of approximately 
two and one - half miles of Frisco trackage and passing 
tracks , together with crossover and appurtenant track 
facilities . Pursuant to an agreement of March 9 , 1961, 
renewing a former agreement , with Frisco , Rock I s land 
n ow uses the line to bridge a gap between its own St . 
Louis line and the Kansas City Terminal Ry . trackage 
over which its St . Louis line is connected with the 
remainer of the system as well as other Kansas City rail ­
roads . The monthly rental on this segment of line is 
one - twelfth of 2t percent of the value of the trackage 
as of March 24, 1964 , amounting to $301 , 956 . 34 , plus 
2t percent of the cost of addition s or betterments to 
the trackage made from March 24, 1954, until the agree ­
ment is terminated . Also, Rock I sland pays 50 percen t 
of the taxes levied on the facilities and a proportion 
of the cost and expense of maintaining and operating 
the facilities . 

Santa Fe intends to use these terminal facilities 
to connect the Kansas City - St . Louis line with the 
remainer of the Rock Island system to be acquired . 
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Motor Carrier Proposed Purchase 

Santa Fe Trail seeks to purchase from RI Transit , 
the operating rights , terminals , and other facilities 
(other than highway equipment) appurtenant to RI 
Transit ' s routes between Wichita, Kans . , and Fort Worth­
Dallas, Tex . ; between El Reno , Okla . , and Memphis , Tenn . ; 
and between Little Rock, Ark . , and Winnfield , La . 
Santa Fe, which controls Santa Fe Trail through owner­
ship of all the capital stock, will control those same 
rights and properties . These operating rights appear 
in RI Transit's certificate No . MC - 29130 and in sub ­
numbers 40, 46, 56 , 57, 71 , 76 and 82, thereunder . They 
are restricted to the performance of service which is 
auxiliary to or supplemental of rail service on those 
lines of Rock Island to be purchased by Santa Fe . The 
routes between Wichita, Kans . , and Fort Worth, Tex . , 
and between Little Rock , Ark . , and Winnfield, La . , are 
limited to transportation of express traffic only . 
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PART F 

THE UNION PACIFIC AND SOUTHERN PACIFIC TRANSACTIONS 

Preliminary Discussion 

Divi sion of Rock Island Property Between Union Pacific 
and Southern Pacific - The Coverdale & Colpitts 
Allocation 

Union Pacific 

(1) F.D. No. 23286. 
(2) F.D. No. 23 287. 
(3) F.D. No. 24128 . 
(4) F.D. No. 24129. 

Southern Pacific 

(1) F.D. No. 23595. 
(2) F.D. No. 23596. 
(3) No. MC-F-9222. 

The merger transaction 
The securities application 
The construction application 
Proposed abandonment 

The rail purchase transaction 
The securities application 

The motor carrier purchase transaction 

Preliminary Discussion 

Consideration of the last six transactions listed above 
re all dependent upon a prior determination of the merger 
~roposal first shown. However, the nature and scope of the 
~ion Pacific-Rock Island merger proposal can be understood 
~nly if there can first be made a terse recitation of the 

ion Pacific-Southern Pacific arrangement and agreements con­
:erning the Rock Island. In June 1962 the Union Pacific was 
tdvised by the Southern Pacific that the latter was considering 
~e rger with the Rock Island and had commenced studies of Rock 
:s land properties. Union Pacific, thereupon, advised Southern 
acific that it too was considering merger with Rock Island 

1nd had completed unilateral studies of Rock Island properties. 
· nferees of the Union Pacific and Southern Pacific met on 
.arious occasions to accomplish an accommodation of the two 
:arriers' interests. As set forth in an agreement of 

bruary 28, 1963, it was agreed that the Union Pacific would 
~e ek to acquire the Rock Island by merger and thereafter sell 
:he southern portion of the Rock Island lines to Southern Pacific. 
:. formula was established providing for the manner by which the 
:rice to be paid would be determined. The agreement also con­
:emplated that the Southern Pacific would participate in the 
-e rger negotiations with the Rock Island and the terms of any 
~e rger would be subject to Southern Pacific approval. On 
·une 27, 1963, a formal merger agreement was entered into between 
:he Union Pacific and Rock Island Boards of Directors, subject 
:o stockholders approvals. By reason of various intervening 
~ actors, it was agreed by the Union Pacific, Southern Pacific 
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and Rock Island that there was no possibility of obtaining 
the requisite two-thirds approval by Rock Island shareholders 
of the June 27, 1963 merger agreement. 

New agreements (an Exchange Offer and a Plan and 
Agreement of Merger), as next described, were drafted, and 
without the agreement or acquiescence of Southern Pacific. 
However, Union Pacific had concurrently advised Southern 
Pacific of the former's intention under an approval and 
consummation of the merger to sell to the latter that portion 
of Rock Island lines which were the subject of the February 28, 
1963 agreement and on terms in accordance with the spirit of 
the agreement. Accordingly, Union Pacific and Southern Pacific 
entered into an agreement dated March 17, 1965, which is later 
spelled out in detail in connection with the authority sought 
in Finance Docket No. 23595, and as now directly pertinent 
provides for the sale of the southern portion of the Rock 
Island lines simultaneously with the closing of the Union 
Pacific-Rock Island merger transaction.56 

As seen, the Union Pacific-Rock Island merger and Southern 
Pacific purchase are iatetdependent traRsaction~; As the 
Union Pacific and Southern Pacific agree, were it not for the 
parties' proposed concurrent acquisition by the Southern Pacifi 
of described Rock Island lines, Southern Pacific would oppose 
the proposed merger application if such had been presented as a 
transaction standing alone. Under existing circumstances, 
Southern Pacific presented no evidence in opposition and, as a 
matter of fact, supports the proposed merger the same as the 
Union Pacific supports Southern Pacific's proposed purchase. 
To now consider the proposed merger as a transaction entirely 
distinct and separate from the Southern Pacific proposed 
purchase would be directly contrary to the declared intent of 
the parties and effectively foreclose the presentation of 
evidence in opposition by Southern Pacific. 

At- the outset of its brief, Union Pacific points out 
that the reason for stressing the merger reflects necessarily 
the fact that the merger must take place before the sale can be 
consummated. The foregoing has been reflected in the presen­
tation of evidence by the Union Pacific. Thus, but a limited 
portion of the record made bears upon merger of the entire 
Rock Island. The bulk and principal thrust of the Union Pacifi -

56 Southern Pacific asserts, on brief, that execution of 
the March 17, 1965 agreement finalizes various matters left 
unsettled by the February 28, 1963 agreement. 
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vidence deals with the real aspect of the merger and which 
· s the portion of. the operations, lines, and properties of 
~he Rock Island remaining with the Union Pacific following the 
imultaneous proposed purchase by Southern Pacific. 

In addition to the above-discussed factors, a most 
~areful and thorough review of the entire record shows that 
-he findings and conclusions properly made on the basis of 
~ he evidence in support of the merger following the proposed 
, urchase by Southern Pacific would not in any material way be 
al tered or rendered more favorable by a determination based upon 

he evidence presented in support of a merger of the entire 
.. ,ock Island into Union Pacific. For all the reasons above 
i etailed, determination of the Union Pacific-Rock Island 
, reposed merger will be on the basis of the proposed simul­
t aneous purchase by Southern Pacific. Where necessary, the 
·wo transactions will be separately discussed to avoid what 
therwise would result in substantial complexities of position 
f the parties, their evidence bearing on the various trans­

ac tions, and the like. 

overdale & Colpitts 

By a joint letter of instructions dated September 24, 1962, 
nion Pacific and Southern Pacific arranged for Coverdale & 
olpitts, a consulting engineering firm, to make a study with 

respect to the proposed acquisition and division of properties 
f the Rock Island. The assignment was as follows: 

1. To establish, with adequate particularity, 
the properties to be acquired by each of 
the parties based upon the facts existing 
at the time of the study. This apportion­
ment includes motive power and rolling stock 
as related to the operating needs of the 
two sections of the Rock Island. Materials 
and supplies held in general stores are to 
be allocated similarly. 

2. To ascertain the estimated original cost 
of the Rock Island properties (except 
land rights)t as that term is used by 
the Commission, before and after depreci­
ation, and other elements of value recognized 
by the Commission for the respective sections 
of the Rock Island lines being acquired by 
the Union Pacific and the Southern Pacific. 

3. To estimate revenues, expenses and net 
earnings before income taxes and fixed 
charges of the respective portions of the 
Rock Island properties using, where 
necessary such methods of allocation as 
is deemed appropriate. 
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Coverdale & Colpitts submitted a draft of this report 
on May 9, 1963, and it was signed on January 24, 1966, with 
modifications. 

The geographic areas of the property to be acquired 
by Southern Pacific, for the purposes of this report, are, 
Rock Island properties in Kansas City (Missouri and Kansas) 
and all lines and branches south of Kansas City, except the 
Topeka-Coburn line via St. Joseph and McFarland-Belleville 
line. The Kansas City-St. Louis line would be retained by 
the Union Pacific as would all lines north of but not including 
Kansas City and Southern Pacific would grant Union Pacific 
trackage rights between topeka and McFarland. --

The report defines the properties to be retained by 
Union Pacific and properties to be acquired by Southern 
Pacific and estimates, as of December 31, 1961, the original 
cost of Rock Island's railroad and other properties, before 
and after depreciation, in the respective Union Pacific and 
Southern Pacific sections.. The report also estimates revenues, 
expenses and net earnings before income taxes and fixed charges 
of the two sections for 1961. 

In considering the value of the lines, no weight was 
given t~strategic v~ of the 1~, busin~s originated 
thereon and future utilization and other factors (none of 
which have been specified), although the consultants feel 
that some of these have a substantial bearing in the determin­
ation of the relative value of the two segments. 

The following chart summarizes the percentage dis­
tribution between the Union Pacific and Southern Pacific of 
the valuation elements and the net earnings before income 
taxes and fixed charges: 

Valuation elements as of 
December 31, 1961 

Original Cost 
Original cost less 
depreciation 

Net income before income 
taxes and fixed charges 

Estimated 1961 
Estimated 1961 normalized 

Union Pacific 

61.30 

61.1.4 

33.67 
27.71 
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Schedule 1 of the report summarizes the valuation 
l ements and shows that the estimated original cost of the 

assets of Rock Island which will be acquired by Southern 
acific was $305~128,912 and $483,406,132 for the Union 
acific as of December 31, 1961, and the estimated original 
os~ less depreciation as of the same date for the respective 

~ arriers were $204,888,074 and $323,179,950· The calculation 
f earnings made by Coverdale & Colpitts are shown in Schedule 
~ of the report. These calculations allocate $9.022,340 or 

6.33 percent of income available for fixed charges before 
.ederal income tax to the Southern Pacific segment and 
$4,580,844 or 33.67 percent to the Union Pacific. 

The record shows that the report was accepted by all 
articipating parties without cross examination. Only Mr. 

Rendall Laughlin requested some clarification of the report 
with respect to the ''Basis of Division of Rates." The 

aminer finds the report to be a fair and reasonable pre­
entation of the division of the Rock Island properties and 

i ncome. 

UNION PACIFIC 

( 1) The Merger Transaction and (2) Related Security Application 

The merger transaction is embraced in three interdependent 
ocuments: a Plan and Agreement of Merger dated June 1, 1964, 

which fixes the mutual obligations of the carrier parties; an 
Exchange Offer of September 1, 1964, as amended October 1, 1964, 
pursuant to which Union Pacific would acquire Rock Island stock 
from its shareholders; and Revised Articles of Incorporation of 
the Union Pacific. Moreover, the supplemental application of 
UPC would result in certain changes in the consideration payable 
the selling Rock Island stockholders and in the issuance of 
securities by applicants. The foregoing will be detailed 
following the discussions immediately below of the transaction 
and issuance of securities as initially presented. 

The Exchange Offer, as herein pertinent, provides that 
as consideration for each share of Rock Island stock, Union 
Paci fic would (1) issue one share of a new $1.80 Convertible 
Preferred stock, upon which would be payable cumulative 
ividends of $1.80 per annum, payable quarterly when and as 

declared, and convertible prior to redemption into 0.85 of a 
share of Union Pacific common stock, subject to adjustments 57 

---s7 ________ _ 
Appropriate adjustments would be made in the event prior to 

con~ummation of the exchange offer there shall be any change in 
number or par value of Rock Island stock as a result of certain 
specified circumstances. 
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and (2) make a cash payment equal to the amount by which a 
sum computed at the rate of 45¢ per quarter for the total 
number of full calendar quarters from July 1, 1964 to 
June 30, 1967, exceeds the aggregate $.75 dividend paid 
during such period on each share of Rock Island common stock 
(computed at $4.65. for each Rock Island share). Rock Island 
stockholders who have not seasonably complied with the 
Exchange Offer would not be entitled to the cash payment. 

Various methods and time limits are prescribed for 
acceptance under the Exchange Offer. Following several 
extensions of time, the latest period of acceptance 
terminated on October 1, 1965. As of December 31, 1965, 
2,704,605 shares of Rock Island stock (92.7 percent) had been 
tendered and for which Union Pacific certificates of deposits 
were issued. 

Consummation of the Exchange Offer is subject to prior 
approval of the Merger Agreement by the stockholders of 
Union -Pacific and Rock Island and also approvals by the 
appropriate regulatory bodies. Consummation of the exchange 
offer would be concurrently with consummation of the merger 
upon effective date set forth in the Merger Agreement and at 
which time all right, titles and interest in the assented 
shares and certificates representing such shares shall be 
transferred to Union Pacific. The Exchange Offer would 
terminate in the event consummation (as above-defined) is not 
had within one year from Commission's final approval, with 
such final approval date being not later than August .31, 1973~ 

Under the Merger Agreement, executed by Union Pacific, 
Rock Island, and a majority of their directors, it is recited 
that the Union Pacific proposes to make an offer to the 
stockholder of Rock Island to exchange their stock for new 
convertible preferred stock of Union Pacific (the Exchange 
Offer) and that such offer will be consummated by the merger of 
the Rock Island into the Union Pacific.58The Merger Agreement 
provides that the merger shall take effect on the "effective" 
date, later defined and under the terms and conditions set forth 
in the agreement. 

Among the warranties of Rock Island are that it is a 
corporation in good standing under the laws of Delaware; that 
its authorized capital stock consists of 3,100,000 shares of 
common stock of which as of June 1, 1964, there are 2,916,711 

58 As previously noted in footnote 4, Union Pacific received 
authority to issue its certificates of deposit for the Rock 
Island stock tendered. 
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shares issued and outstanding, fully paid and nonassessable,' 
as of June 1, 1964, and 140,000 shares are reserved for 
issuance under Rock Island's stock option plan (74,700 shares 
for employees); that Rock Island's balance sheet as of 
December 31, 1963 presents fairly its financial condition, and 
its income statement for the year 1963 presents fairly the 
results of operations; and that Rock Island has no undisclosed 
liabilities or obligations, liens, and encumbrances of any 
nature or type, except as reflected in the balance sheet. 

Rock Island further represents that since December 31, 
1963, there has been (a) no material change in Rock Island's 
financial condition, assets, liabilities, properties or 
business, except those in the ordinary course of business, 
(b) no change in Rock Island's authorized capital stock or 
stock options, (c) no incurrence by Rock Island of indebtedness 
maturing more than one year from the date the indebtedness was 
incurred, except for obligations assumed in connection with the 
acquisition of equipment, (d) no bonus, profit sharing, stock 
option, or retirement plan instituted by Rock Island, and no 
change in its pension system. Rock Island agrees that, unless 
it has Union Pacific's written consent, it will refrain from 
effecting any such changes. Further, that Rock Island is not 
knowingly in default in the performance of any obligation 
contained in any of its securities. 

Union Pacific warrants and represents, among other things, 
that it is in good standing as a Utah corporation; that its 
authorized capital stock consists of 20,000,000 shares of 
preferred, par value $10 per share (its 4 percent preferred) 
and 29,617,870 shares of common, par value $10 per share, of 
which are issued and outstanding 9,557,310 and 22,429,235 
shares, respectively; that since December 31, 1963 there have 
been no material changesin Union Pacific's financial condition 
as shown by its balance sheet of that date, other than certain 
described changes which have been disclosed; and that the Union 
Pacific convertible preferred stock to be issued to Rock Island 
stockholders (later described) and the shares of Union Pacific 
common stock issued upon conversion of the convertible preferred 
will have been duly authorized, be validly issued and outstanding 
and fully paid and nonassessable; and the common stock will be 
reserved for such issuance. 

There are certain covenants by Rock Island applying until 
the effective date. · In brief, without Union Pacific's written 
consent, Rock Island agrees to refrain from transactions other 
than in the ordinary course of business, not to change its 
certificate of incorporation, to issue stock only pursuant to 
outstanding options and not to change them or grant others, not 
to purchase or redeem any of its stock, not to pay dividends 
except that in any year ending after December 31, 1963 dividends 
are permitted up to an aggregate amount not in excess of the 
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amount by which net income after fixed charges and other 
deductions for such year exceeds provisions for mandatory 
sinking funds and other reserve funds required to be made 
out of such net income, not to incur or assume inde.btedness 
having a maturity of more than a year (except to acquire 
equipment) if the sum thereof and of the amount as of the 

date such incurrence or assumption of its then existing 
similar indebtedness maturing more than one year from said 
date will exceed $111,000,000 and not to mortgage, pledge or 

encumber any of its assets except to the extent required to 
comply with its existing indentures or to acquire equipment, 
and not to institute any new employee benefit plan or change 

its present pension system. 

Consummation of the merger is subject to various conditions 

precedent. As here pertinent, Union Pacific and Rock Island 

each will continue, up to the effective date, the accuracy and 

performance of their above described representations and 
warranties; the stockholder s of each shall approve the merger 

in accordance with the applicable state law; all the authority 

necessary to carry out the merger shall be granted by the 
Commission and other appropriate regulatory authorities, subject 

to certain specified conditions or other conditions satisfactory 

to Union Pacific; and in connection with the merger, the 
obtaining of required consents under various instruments of 

indebtedness (of Rock Island), including Commission approval of 

provisions relating to Rock Island's fi~st mortgage, dated 
January 1, 1950 to the First National Bank of Chicago and 
Joseph c. Williams, trustee,and Rock Island's indenture, dated 

March 1, 1955, to cggtinental Illinois National Bank and Trust 
Company of Chicago. 

As soon as practicable following stockholder approval, 

approval by the Commission and all other conditions precedent 

to the obligations of both parties to merge have been fulfilled, 

Articles of Merger shall be executed between Union Pacific and 

Rock Island and tendered to the SecretarY of the State of Utah 

and concurrently the Merger Agreement shall be tendered for 
filing in the office of the Secretary of the State of Delaware 

and for recording in the Office of the Recorder of Deeds for 
the County of New Castle, Delaware. The merger shall become 

effective, the "Effective Date", upon issuance by the State of 

Utah of a Certificate of Merger and upon the recording of the 

Merger Agreement with the Office of the Recorder of Deeds in 

59rhe provisions, which deal with the apportionment of 

revenues and expenses of the surviving company to establish 

a basis for the determination and application of "available 

net income"t will be detailed later in the application under 

section 20a in Finance Docket No. 23287. 
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New castle County. On the effective date of the merger, the 
Articles of Association of Union Pacific will be amended and 
revised as Revised Articles of Incorporation. 

On the effective date of the merger the Union Pacific 
and Rock Island capital stock shall be converted into capital 

stock .or other securities of Union Pacific as follows: 

(1) Union Pacific Common Stock 

Since the common stock, including treasury stock, 
outstanding at the time of the effective date of the 
merger will thereafter continue unchanged no surrender 
or exchange will be required. 

(2) Union Pacific 4 percent Preferred Stock 

On the effective date and without any action on 
the part of the holder, each of Union Pacific's out­
standing shares of 4 percent preferred stock, par value 
$10, except for shares, if any, owned by Rock Island 
and excluding treasury shares, if any, will be converted 
into Union Pacific 4 3/4 percent Debentures, due 30 
years after the effective date of merger, on the basis 
of $10 principal amount of debenture for each share of 
$10 par value preferred. 

Fully registered debentures will be issued only 
in denominations of $100, $500, and $1,000, or any 
multiple of $100 approved by Union Pacific, and 
coupon debentures, registrable as to principal, will 
be issued only in the denomination of $1,000. 
Arrangements will be made to assist holders of the 4 
percent preferred stock for ninety days after the 
effective date to purchase such additional fractional 
interest in a $100 debenture which, when added to the 
fractional interest to which he is entitled, will 
equal $100 principal amount, or to sell any fractional 
interest in a $100 debenture to which he is entitled. 
Thereafter debentures equivalent in principal amount 
to the aggregate fractional share interests indicated 
by the then outstanding certificates theretofore 
representing 4 percent preferred stock will be sold 
and the proceeds will be paid pro rata to the holders 
upon surrender of their certificates. 

The debentures will be redeemable at the option 
of Union Pacific at redemption prices ranging from 
107.5 during the first 12 month period (plus accrued 
interest to the date fixed for redemption) to 100.2 
during the thirtieth 12 month period, plus accrued 
interest to the date fixed for redemption. A sinking 
fund will provide for the retirement of $2,000,000 
principal amount of the debentures annually commencing 
with the sixth year after issuance. 
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The debentures will be issued under an indenture 
to a trustee to be selected by applicant creating such 
debentures and authorizing the same to be authenticated 
and delivered upon surrender of 4 percent preferred 
stock in equal par amount. The indenture will be 
described in connection with the related application 
under section 20a. 

(3) Rock Island Common 

After the effective date and upon surrender, 
each of Rock Island's outstanding shares of common 
stock, except for shares, if any, owned by Union 
Pacific and excluding treasury shares, if any, will 
be converted into one share of Union Pacific no par 
value $1.80 convertible preferred stock. Details 
of the convertible preferred stock are later 
described in connection with the summary of the 
proposed revised articles of incorporation. 

On the effective date all shares of Union Pacific 4 
percent preferred stock and Rock Island common stock held in 
their respective treasuries and all shares of such preferred 
and common stock which each owns of the other shall be 
retired and cancelled. No convertible preferred stock or 
debentures of Union Pacific shall be issued for the cancelled 
Rock Island stock. 

Other provisions of significance provide that Rock Island 
may name two directors to the Union Pacific board of directors, 
and, if necessary, the latter will take action to increase the 
total number of its directors; that upon the effective date 
Union Pacific will acquire all assets and assume all liabilities 
of Rock Island; that the merger may be abandoned under certain 
specified circumstances; and that Union Pacific will take steps 
to preserve the pension system of Rock Island employees who 
remain in active service after the effective date. 

It also should be mentioned that one of the conditions 
precedentto consummation in the event of Commission approval 
deals with the matter of imposition of conditions for the 
protection of employees and which would be acceptable to 
Union Pacific.60However, following the close of hearing, 

60conditions similar to those heretofore imposed in Oklahoma 
Ry. Co. Trustees Abandonment, 257 I.c.c. 177, New Orleans 
Union Passenger Terminal, 282 I.c.c. 271, and Detroit T&I R. Co. 
Control, 275 I.c.c. 455, the proceeding last named herein 
called the DT&I case. 
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Union Pacific and RLEA filed agreements (received as 
Exhibit No. 1375) covering about one-half of the labor 
organizations representing employees of Union Pacific and 
Rock Island. Union Pacific is willing to make similar 
agreements with other organizations so that no protected 
employee will suffer loss of employment or be adversely 
affected with respect to his compensation or other benefits 
as a result of the merger. Now, on brief, Union Pacific 
proposes as to those employees who have not entered into the 
agreements embraced in Exhibit No. 1375 the imposition of 
conditions specified in New Orleans Union Passenger Terminal, 
supra as modified by the new abritration provisions specified in the Commission order of September 27, 1967 in Chicago & N.W. Ry. Co.-Merger, 330 I.c.c. 13 and on reconsideration1 333 I.c.c. 
236. 

The Revised Articles of Incorporation contain broad 
corporate purposes authorizing Union Pacific to engage in all 
types of activities to the extent not prohibited by applicable law, including activities involving transportation by any means of conveyance, activities concerned with the development, pro­duction and marketing of natural resources and any and all 
real estate activities. 

The stock which Union Pacific shall have authority to 
issue is divided into two classes: 3,5o·o,ooo shares of $1.80 
convertible preferred without par value and 29,617,870 shares 
of common stock of $10 par value per share. 

Among other things, the $1.80 convertible preferred 
will be entitled to receive dividends not exceeding $1.80 per • annum, it will be preferred as to both earnings and assets~ 
and each share will be entitled to one vote. The stock will 
be noncallable for five years from the date of the first day of the quarterly dividend period in which the stock is initially 
issued and thereafter will be callable at $45 per share for one 
year and at $1.00 per share less during each succeeding year 
down to $40 per share after the tenth year. The right of con­
version of the preferred into common stock shall terminate on the date fixed for redemption. In the event of liquidation 
each share would be entitled to receive $40 together with 
accrued and unpaid dividends thereon before any distribution of assets shall be made to the holders of common stock. To protect 
against dilution principally, in the event additional securities, rights or options are issued, the conversion rate will be 
subject to adjustment in accordance with a formula which assumes a value for the present common stock at the time of issuance 
of $47 per share. 
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Following boards of directors approvals, at a May 11, 1965 

meeting of Union Pacific stockholders, 82.7 percent of the 

outstanding shares of common stock and 79.3 percent of the out­

standing preferred stock voted in favor of the merger and 

revised articles of incorporation. A vote of at least a 

majority of the outstanding shares voti·ng as a class is 

required under Utah law for approval of the merger. At a 

meeting on January 7, 1965 of the Rock Island stockholders, 

78.2 percent of the outstanding stock voted in favor of the 

merger. A vote exceeding 66 2/3 percent is required under 

Delaware law. 

As indicated previously, of the Union Pacific and Rock 

Island minority groups of stockholders, only Kendall Laughlin 

appeared as an intervenor in the proceedings. 

To consummate the merger Union Pacific seeks authority 

under section 20a to issue (a) not exceeding 2,991,411 shares 

of its $1.80 convertible preferred stock, without par value, 

proposed to be issued under its revised articles of incorporation, 

(b) not exceeding $93,881,100 in total aggregate amount of 30-year, 

4 3/4 percent debenture and indenture, and (c) not exceed i ng 

2,542,699 shares of co~non stock, par value $10 per share, . also 

to be issued under the revised articles of incorporation. It 

further seeks authority to assume obligation and l iability in 

respect of the First Mortgage Bonds, Forty Year 4~ percent Income 

Debentures and other securities of Rock Island to the extent the 

same are i~sued or nominal l y issued and not cancelled on the 

effective date of the merger, including as of April 30, 1964: 

(1) First Mortgage 2 7/8% Bonds, Series A, due 

January 1, 1980, of which $38,142,000 are outstanding and 

$437,000 are held in Rock Island's treasury; 

(2) First Mortgage 5~% Bonds, Series C, due February 1 , 1983, 

of which $15,360,000 are outstanding; 

(3) First Mortgage 5% Bonds, Series D, due July 1, 1983, 

in principal amount of $7,000,000, all of which are nominally 

issued and held in Rock Island's treasury; 

(4) First Mortgage 5% Bonds, Series E, due July 1, 1987, 

in principal amount of $4,000,000, all of which are nominally 

issued and held in Rock Island's treasury; 

(5) Forty Year 4~% Income Debentures, due March 1, 1995, 

of which $53, 894,000 principal amount are outstanding and 

$491,000 are held in Rock Is l and's treasury; 
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(6) Equipment trust certificates, Series G and J toY, 
inclusive, 17 in number, of which $4,669,000 principal amount 
were due within one year and $24,442,000 principal amount were 
due after one year; and 

(7) Various conditional sale agreements or deferred 
payment contracts made in connection with the acquisition of 
equipment of which $1,525,060 principal amount were due within 
one year and $6,896,294 principal amount were due after one year. 

As of December 31, 1969, the First Mortgage Bonds in (1) 
above had decreased to $32,739,000 outstanding. The First 
Mortgage Bonds in (2) above had decreased to $14,798,000 out­
standing. First Mortgage Bonds in (3) cancelled and (4) cancelled. 
The Forty Year Income Debentures in (5) above had decreased to 
$50,338,000 principal amount outstanding. Equipment trust cer­
tificates Series R to Y inclusive and similar certificates 
"1964-1 11 outstanding consisted of! $2,457,000 in principal amount 
due within one year and $12,296,000 principal amount due after 
one year. Conditional sale agreements and deferred payment 
contracts made in connection with the acquisition of equipment 
$2,345,977 principal amount due within one year and $8,840,787 
principal amount due after one year. 

In connection with the foregoing items of conditional 
sales agreements and deferred payment contracts, which also 
are detailed in (7) above, the record shows that no other 
evidence of indebtedness has been issued in connection with 
such agreements and contracts. Conditional sales agreements and 
the similar in nature deferred payment contracts are not securities 
within the meaning of section 20a; see Louisville & N.R. Co. Merger, 
295 I.C.C. 457 at 472. Accordingly, .Union Pacific's application 
under section 20a will be dismissed with respect to the discussed 
conditional sales agreements and deferred payment contracts. 
Nothing herein contained shall be construed as authorizing Union 
Pacific to assume obligation and payment of such agreements and 
contracts in the event they are evidenced by securities within the 
meaning of 20a. 

Included in the Rock Island properties proposed to be acquired 
by Union Pacific, are the interests now held by Rock Island in the 
following companies: The Belt Railway Company of Chicago-7 9/13 
percent; Illinois Terminal Railroad Company-9.09 percent; Packers 
Car Line Company-8.97 percent; Saint Paul Union Depot Company-12! 
percent; Terminal Railroad Association of St. Louis-6.25 percent 
and Trailer Train Company-2.44 percent. 

Authority is also sought to assume obligation and liability 
in respect of Rock Island's Guaranties and Suretyships in effect 
on the effective date of the merger, including to the extent they 
are so in effect, the Guaranties and Suretyships listed in Schedule 
110 of Rock Island's Annual Report, Form A, to the Commission for 
the year ended December 31, 1963. 
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As of December 31, 1969, the joint contingent obligations 
of Rock Island proposed to be assumed by Union Pacific are 
specifically described as follows: 

(1) The Belt Railway Company of Chicago First Mortgage 
Bonds outstanding principal amount $32,035,000, 4 5/8 percent, 
due A~gust 15 1987 and guaranteed as to sinking fund, principal 
and interest by Rock Island and eleven other railroads. See: 
Finance Docket No. 22140, Belt Ry. Co . of Chicago Securities, 
(not printed) decided August 9, 1962. 

(2) Illinois Terminal Railroad Company First Mortgage Bonds, 
outstanding principal amount $7,525,000, 4 5/8 percent, due 
December 1, 1987, and guaranteed as to sinking fund, principal 
and interest by Rock Island arid nine other railroads. See: 
Finance Docket No. 22292, Illinois Terminal R. Co. Bonds, 317 
I.c.c. 595. · 

(3) Packers Car Line Company, conditional sale agreement, 
outstanding principal amount $551,883, 4.45 percent, due annually 
from June r ; 1958 to June 1' 1972, inclusive and guaranteed as 
to principal and interest by Rock Island and eight other railroads. 

(4) Saint Paul Union Depot Company, First & Refunding Gold 
Bonds, outstanding principal amount $8,573,000, 3 1/8 percent, 
due October 1, 1971, and guaranteed as to principal and interest 
by Rock Island and six other railroads. See: Finance Docket 
No. 13437, St. Paul Union Depot Co. Securities, 249 I.C.C. 259. 

(5) Te-rminal Railroad Association of St. Louis, Refunding 
and Improvement Mortgage Bonds, Series C, outstanding principal 
amount $7,787,075, 4 percent, due July 1, 2019, and guaranteed 
as to interest and sinking fund installments by Rock Island and 
thirteen other railroads. See: Finance Docket No. 14554, 
Terminal Assn. of St. Louis, 257 I.C.C. 813. 

(6) Terminal Railroad Association of St. Louis, Refunding 
and Improvement Mortgage Bonds, Series D, outstanding principal 
amount $29,771,000, 2 7/8 percent, due October 1, 1985, and 
guaranteed as to sinking fund, principal and interest payments 
by Rock Island and thirteen other railroads. See: Finance 
Docket No. 15070, Terminal R. Assn. of St. Louis, 261 I.C.C. 841. 

(7) Trailer Train Company, various equipment obligations, 
outstanding principal amount $56,191,123, guaranteed as to prin­
cipal and interest by "Principal Proprietary Companies" subject 
to change. 

The assumption by Union Pacific of Rock Island's obligations 
under the Series A First Mortgage Bonds and th~ Forty Year 4! 
percent Income Debentures requires the execution by Union Pacific 
of an indenture supplemental to the Indenture of Mortgage under 
which the First Mortgage Bonds were issued and an indenture sup­
plemental to the Indenture under which the Income Debentures were 
issued. 
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The Indentures under which these securities were issued · provide for a contingent sinking fund whic~ ~equires annual payments out of available n~t income. _Add:t1onally, the Income Debentures bear contingent 1nterest wh1ch 1s payable out of such available net income. The Indentures additionally provide that if Rock Island is merged into another corporation, the successor corporation is not required to maintain separate income accounts with respect to operation of its properties but in lieu thereof provisions may be made with respect to the apportionment of revenues and expenses of the successor cor­poration in order to establish a basis for the determination of available net income. It is required, however, that such pro­visions be approved by the Commission and, unless the Commission finds that no material alteration of the rights of the bondholders or debenture holders is thereby affected, the provisions must also be approved by the holders of 2/3 of the outstanding bonds or debentures as the case may be. 

The forms of the two proposed supplemental indentures61 are substantially similar. Both contain similar provisions for apportionment by the merged Union Pacific-Rock Island of revenues and expenses in order to establish a basis for determining available net income. Two divisions are designated, a Rock Island divisi~n and a Union Pacific division, each corresponding to the present properties of the two carriers. The provisions of the indentures apportion to each division specific items of revenues and expenses relating thereto and apportion the remaining revenues and expenses (after deducting the requirements of Union Pacific's two sinking funds) on a percentage basis as follows: 82.5% to the Union Pacific Division and 17.5% to the Rock Island Division. 

The sinking fund for the Rock Island First Mortgage Bonds ahd the interest on and sinking fund for its Debentures will be payable out of the available net income of the Rock Island division. In any year if the available net income assignable to the Rock Island division is not sufficient to cover the Rock Island con­tingent interest and sinking funds, available net income of the Union Pacific division shall be used for such purposes to the extent necessary. 

--Gl-;~~~i~~~~~al Indenture of Union Pacific to the First 
National Bank of Chicago and Joseph C. Williams, Trustees (supplementing the indenture dated January 1, 1950 under which the Rock Island First Mortgage Bonds were issued) and · Supplemental Indenture of Union Pacific to the Continental Illinois National Bank and Trust Company of Chicago, Trustee (supplementing the indenture dated l-larch 1, 19551 under which Rock Island's Income Debentures were issued). 
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The annual contingent sinking fund on the Rock Island 
2 7/8% First Mortgage Bonds is $1,000,000, and $160,000 on 
the 5~% First Mortgage Bonds. The sinking fund on the 4~% 
Income Debentures is $1,057,000 for 1965, $1,346,000 per year 
from 1966-1970, $1,634,000 per year from 1971-1975, $1,922,000 
per year from 1976-1994 and $1,910,000 in 1995. Additionally, 
the Income Debentures bear contingent interest. Based on the 
principal amount of Debentures outstanding on September 30, 1965 
such annual contingent interest was $2,323,530. 

As previously noted, the debentures will be issued under 
an indenture to a trustee to be selected by Union Pacific 
creating such debentures and authorizing the same to be authen­
ticated and delivered upon surrender of the 4% preferr.ed stock 
in equal par amount. The proposed indenture between Union 
Pacific and the Morgan Guaranty Trust Company of New York, as 
trustee, contains the proposed form of the debentures (with 
and without_ coupons) and descri_b_e_s_ the terms and~rovisions 
thereof, the provisions for redemption and the sinking fund to 
provide the funds for such redemption or retirement (as has 
previously been described herein). 

The indenture sets forth covenant~ by Union Pacific, 
chiefly to pay the principal and interest on the debentures 
when due and to perform and pay or discharge all other lawful 
obligations as required. Provisions are made for enforcement 
by the trustee and debenture holders of said covenants. 
Provisions are also made for the execution of supplemental 
indentures, for the calling of a debenture holder's meeting 
in specified situations, and for the satisfaction and discharge 
of the indenture. 

Under UPC's proposal it seeks authoritY- to issue its 
$1.80 preferred stock, convertible into .85 shares of its 
common stock, for each share of the $1.80 convertible preferred 
stock of Union Pacific which the sellers of the Rock Island 
stock would receive in consummating the merger. In the 
prior discussion of Union Pacific's Revised Articles of 
Incorporation its proposed newly issued preferred was fully 
described as to designations, rights and preferences including 
but not limited to dividend rate, redemption rights and prices 

- 496 -



F.D. No. 22688 

if redeemed, the amount payable per share upon dissolution, . and provision for the protection against dilution in the 
event additional securities, rights, or options are issued. 
Contrasted to the foregoing, UPC's Revised Articles of 
Incorporation do not contain similar provisions for its 
preferred stock, particularly the specific provision above set forth for Union Pacific. Neither may it properly be 
assumed that UPC proposes to so condition the issuance of 
its preferred. At the same time, at .the further hearing on 
November 19, 1969, UPC in explaining the UPC preferred stock 
to be issued .stated that such security would be the "exact 
security" as proposed to be issued by Union Pacific.62under the circumstances, adequate protection of the situation requires that in the event of an approval and consummation of these 
transactions, UPC be required to submit a revision to its 
articles of incorporation reflecting the necessary designations, rights · and preferences of the proposed issued securities. 

62 Mr. McDonald: I simply wanted to say, Mr. Examiner, 
that our objective in moving in this direction is to give the Rock Island stockholder, who but for this holding company 
formation would have received the railroad $1.80 convertible preferred stock, an option which will be subject to individual shareholder election. There will be no compulsory elements 
attendant to this exchange offer. The same ability to come in as a part of the family of holding company stockholders as that stockholder would have received had the Rock Island merger been consummated on the date the holding company exchange offer was made. We are offering the exact security, and, therefore, the Rock Island holder who is now looking under the terms of the Union Pacific-Rock Island merger agreement to a $1.80 con­
vertible preferred stock of the Railroad Company, convertible into .85 of railroad common, will, on consummation of this merger, receive the option to take the same security and thereby be 
treated on equal footing with the railroad stockholders except 
it will be a holding company security. 

Exam. Klitenic: All right. Thank you sir. 
Mr. Ball: Now; may I suggest that Mr. Barnett say that 

he agrees with what counsel have stated, so it becomes a -­
Exam. Klitenic: Do you accept the statements of counsel? 
The Witness: I accept the statement of counsel as my own. 
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Turning to another factor, it is noted that 90 percent 
(6,750,000 shares) of Union Pacific's 4 percent preferrg~ 
holds UPC debentures convertible into UPC common stock. UPC 
through its Chairman of the Board who also is the Chief 
Executive Officer, agreed at the further limited hearing 
that the sellers of the Rock Island stock would suffer a 
dilution in their ownership of UPC common following a con­
version of debentures to common stock. However, UPC defends 
the "value" of the common stock to be issued the sellers on 
the basis of the security's "strength" and this is the basjc 
value relied upon by UPC. Considerin@i taa equity accounting 
methods followed b UPC as later dis ssed the value of • 

·ts more than percent owner-
s ip of Union Pacific stock. and the vafY stock 
standing alone is not supported. 

Under the revised transaction, the selling Rock Island 
stockholder may elect to follow one of two paths with respect 
to the convertibility of his Union Pacific preferred stock: 
(1) take common stock of Union Pacific or (2) take common 
stock of UPC, by first exchanging his Union Pacific convertible 
preferred for UPC convertible preferred. There are no pro­
visions under which the common stock of one may be exchanged 
(or converted) into the common stock of the other. In addition, 
should the selling Rock Island stockholders elect in the end to 
take UPC common stock, it will still be Union Pacific who will 
assume liability and obligation for the securities of Rock 
Island to be assumed in the merger. UPC does not intend 
acquiring all or such number of Union Pacific stock as would 
preclude the listing of such stock on the .New York Stock 
Exchange. The purpose is to protect minority holders of Uni9n 
Pacific stock bv maintlliilhg I Diiiket lfl Cftl! secttrf!.Y. 

At the further hearing it was disclosed that UPC had 
in mind to issue its $1.80 convertible preferred directly in 
exchange for the Rock Island stock of the sellers and "not go 
through the mechanics offirst issuing one kind of preferred and 
then turning around and exchanging it for another.n However, 
the Hearing Examiner raised the question as to whether such 
direct exchange would be a substantially different proposal 
then the one presented to the Commission in UPC's petition (and 
supplemental application). However, in the event of an approval, 
Union Pacific and UPC are agreeable to following whichever 
procedure is directed by the Commission. As detailed immediately 
above, the selling Rock Island stockholder may elect one of 
two courses of action. Where he decides that he will ultimately 
take stock of UPC (preferred or common), the question is one 
of form and not at all of substance. Under such a circumstance, 
to force the parties to follow a two-step procedure rather 
than the direct exchange would only result in unnecessary work 
and considerable expense. On the other hand, where the selling 
Rock Island stockholder elects to receive and retain stock of 

6JUpc explained the issuance of securities as follows: 

A UPC $100 principal amount 4 3/4 percent convertible 
debenture is convertible intot.75 shares of UPC common stock at 
any time until maturity. The debentures mature on April 1, 1999 
but may be redeemed by UPC on or after April 1, 1974, at various 
spetified redemption prices. 
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Union Pacific, he could well be foreclosed from such choice if only a direct exchange were to be authorized. In connection with the latter matter, it will be recalled that the Union Pacific has 29 million shares of authorized common capital stock of which 7 million shares are unissued and are sufficient for 100 percent conversion of the 3 million shares of Union Pacific convertible preferred issuable to the selling Rock Island stockholders. To satisfy completely all sides of the question, any approval should authorize issuance of both stock of Union Pacific and of UPC subject to the condition that, following appropriate written inquiry by both Union Pacific and UPC with respect to the election, th~ selling Rock Island stockholder shall be issued the stock which he elects to receive and retain, and no other. 

One other factor should be pointed out with respect to the exchanges of stock. No different issues are presented as effects the end result of the apptications whether the Rock Island stock exchange is with Union Pacific or UPC since such authority may not be consummated without consummation of the ultimate Union Pacific-Rock Island merger and within the time provided by any order approving the transactions. 

Concurrently with the Union Pacific-Rock Island merger, UPC seeks authority under section 20a to issue its $1.80 convertible preferred in exchange for the Union Pacific $1.80 convertible preferred received by the selling Rock Island stockholders. Presumably, the maximum number of preferred shares to be issued by UPC will not exceed 2,991,411 shares; the same number as sought under the Union Pacific 20a appli­cation. Also, as already stated, the full scope of the designation, rights, and preferences of the UPC stock has not been disc~osed. For the reason already stated, there is no need to discuss the impact which a direct exchange of UPC preferred stock for Rock Island would have upon the securities application of the Union Pacific. 

As seen, UPC, a non-carrier, controls Union Pacific and through the considered merger transaction would acquire control of another carrier, Rock Island. Under the circumstances described, the Commission pursuant to section 5(3) of the act may order that UPC shall be considered a carrier subject to various specified provisions of the act~including under 20a, provisions for the issuance of securities and assumption of obligations. 

Remaining unchanged is the proposal of Union Pacific to issue its debentures in exchange for its 4 percent preferred stock (of which UPC holds 90.75 percent), i.e.: concurrently with consummation of the proposed merger, Union Pacific would issue its debentures in exchange for its preferred stock, and thereupon all the preferred stock would be cancelled. 
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Financial Status of Union Pacific Corporation 

UPC's balance sheet as of June 30, 1969, the effective date it acquired control of the UP railroad shows total assets 
of $1,410,312,876,consisting of: Current assets comprised 
entirely of cash $69,060; investment in Union Pacific and 
consolidated subsidiaries at equity in underlying net assets 
$1,409,873,361; and organization expenses $370,455. 
Liabilities and shareholders' equity are composed of: Current liabilities represented by interest unpaid $814,891; long-term 
deht represented by 4 3/4 percent convertible debentures due 1999, $68,059,730; amounts payable to Union Pacific-net 
$15,824; and shareholders' equity of $1,341,422,431, comprised of common capital stock $211,134,130, capital surplus 
$9,743,167 and retained income $1,120,545,134. 

UPC's income statement for the period ended June 30, 1969 shows no income. It had total expenses of $828,814 principally interest on funded debt of $814,891; federal income taxes 
($437,614); and a net deficit of $391,200. 

UPC's latest available balance sheet as of September 30, 1969 shows total assets of $1,431,954,286 consisting of: Current assets $11,944,005, composed of cash $7,824, working fund 
advances $25,000, interest and dividends receivable $11,911,181; investment in Union Pacific and consolidated subsidiaries at 
equity in underlying net assets $1,418,955,298; and organization 
ex~enses $1,054,983. Liabilities and shareholders' equity are composed of: Current liabilities $12,398,506 composed of 
accounts payable $232,198, interest unpaid $1,615,805 and 
unmatured dividends declared $10,550,503; long-term debt rep­
resented by 4 3/4 percent convertible debentures due 1999 
$68,059,730; amounts payable to Union Pacific-net $34,575; and shareholders' equity of $1,351,461,475, comprised of common 
capital stock $211,134,130, capital surplus $9,743,167 and 
retained income $1,130,584,178. 

UPC's income statement for the period July 1, 1969 
through September 30, 1969 shows equity in net income of Union Pacific and consolidated subsidiaries $20,993,118; total 
expenses $1,658,537; federal income taxes ($863,766) and net 
income of $20,198,347. The income tax credit shown above and 
the similar credit of $437,614 shown on the UPC June 30, 1969 
income statement represent federal income tax credits resulting 
from payment of interest on debentures. On the subject of 
taxes, the record indicates that UPC's Board of Directors 
approved a tax allocation agreement between UPC, Union Pacific 
and subsidiaries and which would apply in the filing of a con­solidated income tax return. UPC tersely explained that under 
such agreement final tax liability would be allocated to each 
company based on its net taxable income. 
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UPC explained that the above-discussed financial statements are based on the equity method of accounting principles. Under this method of accounting (not recognized by the Commission for the transportation industry) UPC reflects in its financial statements its equity interest (94.13 present common stock ownership) in Union Pacific. More specifically, UPC's investment account shown on its June 30, 1969 balance sheet, above described, is made up of the total of the par value of the common and preferred shares of Union Pacific stock owned by UPC or $279,193,860, UPC's 94.13 percent interest in the retained income of Union Pacific and subsidiaries or $1,120,936,334, and a similar interest of UPC in the capital surplus account of Union Pacific and sub­sidiaries or $9,743,167. The foregoing accounting in UPC's asset accounts are offset by the following accounting in its liability and stockholders' equity accounts: Convertible debentures of $68,059,730 plus common stock of $211,134,130 which equals the UPC stock investment in Union Pacific; $9,743,167 in capital surplus corresponds to the same asset account and amount; and the retained income of $1,120,545,134 is the offset to the investment amount of $1,120,936,334 representing UPC's described equity interest. In connection with the two accounts last mentioned, reference to UPC's income statement as of June 30, 1969, shows that the $391,200 difference is equal to the net deficit for the period. 

Turning to UPC's above-detailed balance sheet as of September 30, 1969, the equity accounting continues as described. Thus for example, its retained income of $1,130,584,178 is an increase of $9,647,844 over the period ended June 30, 1969. Such increase is comprised of UPC's $20,993,118 equity in the net income of Union Pacific and subsidiaries for July 1, 1969 through September 30, 1969, less the amounts of UPC's expenses for such period and a $10,550,503 dividend declared on its common stock. Of course, an offsetting entry is recorded in UPC's investment account. However, in comparing the two accounts there is a difference in amounts recorded of $957,107 and which difference was not explained and is not susceptible to reconciliation on the evidence presented. The foregoing is noted since at the further hearing, UPC stated that in future periods, (following the entries recorded in the June 30, 1969 balance sheet of UPC) its equity in the earnings of Union Pacific and subsidiaries would be recorded in like amounts in the investment and retained income accounts of UPC. 

The "pooling of interests" aspect of this transaction has been described as that part of the computation which is repre­sented by the UPC's percentage of UPC's ownership, including its equity interest in the retained income of Union Pacific and consolidated subsidiaries in a pooling of interests. UPC agrees that as between itself and Union Pacific there is no physical merger. 
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(3) The Construction Application (F.D. No. 24128) 

The portions of line in Colorado, Kansas, and Nebraska, 
which Union Pacific se.eks authority to construct in Finance 
Docket No. 24128 are: (1) a line approximately 0 .. 25 miles 
between Mile Post 3.40 on the Rock Island's Denver Freight 
Line, in Adams County, Colo., and Mile Post 3.86 on Union 
Pacific's Denver-Cheyenne Main Line, in the City and County 
of Denver, Colo. (This will be needed as a connection between 
Rock Island's Sandown line and Union Pacific's Cheyenne line 
to permit trains between Denver and Limon, Colo., to operate 
over it if Rock Island is unified with Union Pacific); (2)(a) 
a line about 3.15 miles between Mile Post 386.96 on the Rock 
Island Main Line, and Mile Post 205.62 on Union Pacific's 
Plainville Branch, all in Thomas County, Kans., and (b) a line 
of about 0.28 miles between Mile Post 201.79 on Union Pacific's 
Plainville Branch, and a point of connection with the above­
described connecting track, all in Thomas County, Kans. 
(These extensions are required as a new main line connection and 
as a connection between Union Pacific's Plainville branch and 
the new main line at Colby); (3)(a) a line about 200 feet 
between Mile Post 152.99 on Union Pacific's Main Line, and Mile 
Post 156.25 on Rock Island's Ruskin Branch, all in Jefferson 
County, Nebr., and (b) a line about 200 feet between Mile Post 
154.25 on Union Pacific's Main Line, and Mile Post 157.50 on 
Rock Island's Ruskin Branch (as hereafter shown, authority is 
sought for the abandonment of 1.25 miles of Rock Island's 
present Ruskin branch which parallels a portion of Union 
Pacific's main line; the extensions here are to provide con­
nections at each end of the line proposed to be abandoned); 
(4) a line approximately 0.96 miles between Mile Post 61.95 on 
Union Pacific's Beatrice Branch, and Mile Post 566.50 on Rock 
Island's Main Line, all in Lancaster County, Nebr., (this is 
to provide a connection at Lincoln between a line of Rock Island 
and a line of Union Pacific so that the Rock Island line can be 
used as part of Union Pacific's freight route between Omaha and 
Kansas City); (5) a line approximately 0.5 miles between Mile 
Post 14.65 on Union Pacific's Old Main Line and Mile Post 
513.38 on Rock Island's Main Line, all in Sarpy County, Nebr., 
(this is to provide a connection between the two carriers' 
main lines after the anticipated abandonment of 5.87 miles of 
Rock Island's main line paralleling Union Pacific's main line~ 
(6)(a) a line approximately 200 feet between Mile Post 125.27 
on Rock Island's Horton Branch, and Mile Post 101.19 on Union 
Pacific's Manhattan Branch, all in Gage County, Nebr., and (b) 
a line approximately 200 feet between Mile Post 128.90 on Rock 
Island's Horton Branch, and Mile Post 97.64 on Union Pacific's 
Manhattan Branch, all in Gage County, Nebr., (these extensions 
will provide connections at each end of a Rock Island portion 
of line 3.63 miles long which parallels Union Pacific's main 
line south of Beatrice and which is proposed to be abandoned). 
Union Pacific believes that all the proposed extensions are 
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necessary for the unified operation of the properties of the two railroads to be conducted economically and efficiently. 
Union Pacific's general plan for financing the propose1 con­
struction is to pay the cost thereof out of cash in Union 
Pacific's treasury. 

{4) Proposed Abandonment (F.D. No. 24129) 

The portions of line in Colorado, Kansas, .and Nebraska, 
which Union Pacific seeks authority to abandon in Finance 
Docket No. 24129 are: (1) a portion of Rock Island's Denver 
Freight Lines, oC about 0.59 miles, in Adams County, Colo., 
between Rock Island Mile Posts 3.40 and 3.99 (this portion will be need ed no longer if authority for the construction of the 
line in (1) in Finance Docket No. 24128 is granted); (2) a 
segment about 2.12 miles of that portion of Union Pacific's 
Plainville Branch in Thomas County, Kans., between Union 
Pacific's Mile Posts 203.50 and 205.62 (this will no longer be needed if the extensions in paragraph (2) in the application 
aforementioned are granted); (3) approximately 1.25 miles of that portion of Rock Island's Ruskin Branch in Jefferson County, 
Nebr., between Rock Island Mile Posts 156.25 and 157.50 (this 
line will not be needed if construction of the extension sought in (3) above is found required); (4) approximately 5.87 miles of that portion of Rock Island's Main Line in Douglas and Sarpy 
Counties, Nebr., between Rock Island Mile Posts 507.51 · and 
513. 38 (this will no longer be needed if the authority sought for the construction delineated in (5) in the construction application is granted); (5) approximately 3.63 miles of that portion of Rock Island's Horton Branch in Gage County, Nebr., between Rock Island Mile Posts 125.27 and 128.90 (this line will not be needed if the . authority sought in (6) in th~ construction application is granted). 

Each of the abandonments involves track at a point now 
common to the lines of Rock Island and Union Pacifisand 
there is not involved any abandonment or reduction of service 
to any station or territory except at Rumsey, Nebr. Since 1960 
that station has received a total of 14 cars with total revenues 
of $2,000 and has received no cars since 1962. The abandonments 
will be necessary in order for the combined operations of the 
properties of the two railroads to be conducted economically and efficiently. 
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SOUTHERN PACIFIC 

(1) Rail Purchase Transaction (F.D. No. 23595 ) 

In the previously referred to agreement of March 17, 1965 , 
between Southern Pacific and Union Pacific, it is recited that both 
parties have jointly conducted studies, with the aid of the firm 
of Coverdale & Colpitts, of the Rock Island properties for the 
purpose of determining valuations and other relevant information 
including a practical geographical severance in the interest of 
more efficient transportation service. 

The agreement provides that Southern Pacific would purchase 
the lin~s of Rock Island extending from Santa Rosa to Kansas City, 
including trackage rights over Union Pacific Lines between Topeka, 
Kans., and Kansas City, Kans., and the properties of Rock Island 
in Kansas City, Kans., and Kansas City, Mo., and all other lines 
south of Kansas City, including the line from Herington, Kans., to 
Salina, Kans., but excluding the line from McFarland, Kans., to 
Belleville, Kans., and excluding also the line from Kansas City to 
St. Louis; and such portion of the equipment owned by Rock Island 
on the date of transfer of the above-mentioned lines or closing 
date (later defined) may be properly apportioned to Southern Pacific 
in accord with the principles of allocation set forth in Schedules 6 
and 7 of the Coverdale and Colpitts report and a division of 
equipment allocating 38.8 percent of the depreciated value shall be 
made to Southern Pacific. 

Additionally, Southern Pacific would purchase on the trans f er 
date (1) materials and supplies held for use on said lines (including 
a proper proportion of general stores) (2) industrial properties 
(held primarily for sale or lease) and all of Rock Island's interest 
in railroad, bridge and terminal companies as owned by Rock Island 
immediately prior to the date of its merger with Union Pacific 
which properties are within the general geographical area of the 
acquired lines, (3) all franchises, privileges, rights of way, 
easements, licenses, and permits owned or used by Rock Island in 
connection with the operation of the above-mentioned lines 
(including all fixtures and appurtenances used in the operation 
thereof) (4) all contracts to which Rock Island is a party on said 
merger date and in effect in the general geographical area of the 
acquired lines (it being understood that Southern Pacific would 
make and perform all the obligations which Rock Island has agreed to 
make and perform with respect to such agreements), and (5) that 
portion of the motor carrier operating rights of RI Transit as are 
located in the geographical area served by the lines to be acquired 
by Southern Pacific. Any property to be acquired by Southern 
Pacific or Union Pacific may be acquired at the election of either 
by a company or co~~anies in which it owns substantially all of 
the capital stock. 

64 As seen, in Docket No. MC-F-9222, SP Transport, the wholly owned 
motor carrier subsidiary of Southern Pacific, seeks authority to 
acquire the above-described operating rights of RI Transit. 

- 504 -



:~ . D . r~ o. 22 68E 

As consideration for t he above-described properties to be purchased, Southern Pacific woul d pay Cnion Pacific $120 ,00C, OOO in cash subject to adjust ment upward or d ownward of 36 . 8 percent of any net increase or net decreases, as the case may be, in the total indebtedness of Rock Island between Dece mber 31, 1964 and the closing date, provided any such addition shall not exceed the gross capital expenditures for ~cad and Zquipment property and .fiscellaneous physical property, less depreciation on such properties and less proceeds f rom sale of any such properties, made after Decemb er 31, 1964 and prior to the closing date. 

Among other things, the agreement provides that the transactions '~ill be effected if this Commission grants satis­factory final approval for the merger of Rock Island into Union Pacific and acquisition by Southern Pacific of the southern portion of t he 2-ock Island properties. Approval shall not be deemed satisfactory if subject to conditions which are found by either Southern Pacific or Union Pacific, to be substantially burdensome to it. However, the following conditions shall not render approval unsatisfactory: employee protective conditions \vhich are not substantially more burdensome to the employer than those generally prevailing at the time of Co~nission approval; customary condi tions concerning reporting information and filing documents with t he Cor.unission, and prohibitions against the sale, pledge, repledge, or other di sposition of securities pursuant to Commission authority ~~i thout further authorization. 

Following approvals, Union Pacific shall notify Southern Pacific of the date and place for the contemp oraneous closing of the two transactions which date shall not be less than 3 months and no more than 6 months after such notification. In the event the closing date has not occurred within 7 years after t he date of the agreement, the agreement s hall terminate. Upon the closing, Union Pacific would convey to Southern Pacific all right, title and interest in the southern portion of Rock Island upon merger of Rock Island into it without Union Pacific having in any \vay encwr.bered the portion nor will there be any lien debt imposed thereon to secure funded debt, except that which Southern Pacific may voluntarily agree to assume. If Southern Pacific assumes any lien the consideration payable under the agreement will be reduced by the principal amount of indebtedness assume d and any interest accrued thereon at the time of closing. 

After the closing date, pension benefits payable under the Rock Island pension plan shall be paid by Union Pacific and Southern Pacific will pay to Union ?acific monthly 45 percent of the total a mount paid. Both parties will be severally responsible for the payment of any protection benefits i mposed by the Co~nission pursuant to section 5(2)(f) of t h e Act which benefits are required to be paid to former Rock Island employees whose work is directly assignable to the Southern part or the Union Paci f ic part, respectively. As to :\ock Island employees >vhose 1vork is not 

- 505 -



F.D. No. 22688 

so directly assignable Southern Pacific shall pay 45 percent of 
the cost of furnishing the required employee protection benefits 
and Union Pacific the balance. 

If Rock Island is a party to any agreement or arrangement 
for rendering services at points not on the lines of the Rock 
Island which servic~s are not directly assignable to the Union 
Pacific or the southern part and which agreement continues in 
effect after the closing date, all rentals, salary, wage cost 
and other expenses incurred in rendering such service shall be 
paid by Union Pacific and Southern Pacific shall pay to Union 
Pacific 45 percent of the amount paid. Southern Pacific will 
also share in like proportion in any benefits arising therefrom. 

The parties agree to conduct negotiations looking towards 
unification and joint operation of the present freight yards of 
Rock Island and Union Pacific at Kansas City or joint SP-UP usage 
of Rock Island yards. Failure to reach an understanding in these 
respects, however, shall not affect the validity of the agreement. 

In case any disagreement arises between the parties as to 
the meaning or performance of any provision of the agreement or 
as to any other matter arising under the agreement such dis­
agreement shall be submitted to arbitration pursuant to the 
New York Civil Practice Act. Nothing in the agreement shall be 
construed as imposing any obligation on Union Pacific inconsistent 
with its contractual duties under the Merger Agreement of June 1, 
1964 between Union Pacific and Rock Island or under the Union 
Pacific Exchange Offer of September 1, 1964, as amended October 1, 
1964. 

Included within the previously described properties proposed 
to be purchased by Southern Pacific (also embraced within its appli­
cation to .acquire control through ownership of stock or proprietary 
interest) are the interests now held by Rock Island in the following 
companies: the Arkansas & Memphis Railway Bridge and Terminal 
Company - 33 1/3 perS~nt, the Burlington-Rock Island Railroad 
Company - 50 percent, 1he Galveston Terminal Railway Company -
50 percent, the Great Southwest Railroad, Inc., - 45 percent, 
the Houston Belt and Terminal Railway Company - 12~ percent, 
the Kansas City Terminal Railway Company - 8 1/3 percent, the 
Oklahoma City Junction Railway Company - 50 percent, the Union 
Terminal Company of Dallas - 12~ percent, the Warren and Ouachita 

65Pursuant to authority granted in Fort Worth & D.Ry. And 
C.,R.I.&P.R.-Joint Ownership, 324 I.C.C. 561, (decided 
September 10, 1965) the properties formerly owned by the 
Burlington-Rock Island Railroad Company were acquired by the 
Rock Island and the Fort Worth & Denver; each carrier acquiring 
an undivided one-half interest. The Burlington-Rock Island was 
dissolved in April, 1965. 
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Valley Railway Company - 100 percent and the Wichita Union 
Terminal Railway Company - 33 1/3 percent. Southern Pacific 
would assume certain contingent obligations of Rock Island in 
regards to bonds of certain of the foregoing companies, as · 
next discussed in the related application under section 20a. 

Similarly included in the proposed purchase and authority 
sought are the following trackage rights of Rock Island: (1) 
use of Burlington-Rock Island Railroad Company trackage between 
Waxahachie and Houston, Tex., and between Teague and Mexia, Tex., 
(a total of approximately 225 miles), (2) use of Gulf, Colorado 
and Santa Fe Railway Company trackage between Houston and 
Galveston, Tex., (approximately 47 miles), under trackage rights 
of Burlington-Rock Island Railroad Company, (3) use of Louisiana 
& Arkansas trackage between Winnfield and Alexandria, La., 
(approximately 47 miles), (4) use of Katy trackage between 
Dallas and \iaxahachie, Tex. , (approximately 29 miles), ( 5) use 
of Frisco trackage between Enid and Carmen, Okla., (approximately 
39 miles), (6) use of Frisco trackage between Leeds Junction and 
Sheffield, ~fo., (approximately 3 miles), (7) use of Union Pacific 
trackage between Abilene and Salina, Kans., (approximately 20 
miles), and (8) use of Union Pacific trackage between Kansas City 
and Topeka, Kans., (approximately 67 miles). Authority is also 
requested for use of various trackage and facilities pursuant to 
local trackage agreements and joint facility and other operating 
arrangements with other carriers by railroad. 

(2) Security Application (F. D. No. 23596) 

By related application under section 20a of the Act, 
Southern Pacific requests authority to assume obligation and 
liability for the contingent obligations of Rock Island in regard 
to the bonds of the terminal companies which bonds are included 
within the properties purchased; namely, the A&M Terminal, KC 
Terminal, Houston Belt, and Union Terminal of Dallas. Southern 
Pacific would assume the contingent obligations of Rock Island 
in respect of the bonds of said companies as listed in Schedule 110 
of Rock Island's Annual Report Form A to the Commission. Except 
for the above, no guarantee or assumption of payment of dividends 
or fixed charges is contemplated in the transaction. 

As of December 31, 1969 the contingent obligations of Rock 
Island proposed to be assumed by Southern Pacific are more 
specifically described as set forth below: 

(1) A&M Terminal First Mortgage Bonds, outstanding principal 
amount $585,000, 2 3/4 percent, due serially September 1, 1975; 
and guaranteed by endorsement jointly and severally by Rock ~sland 
and two other railroads. See: Finance Docket No. 1491 8 , 
Arkansas & Memphis Railway Bridge & Terminal Company Bonds, 261 I.c.c. 833 (not printed in full) decided July 30, 1945. 
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(2) IIouston Belt promissory note to the Texas National 
Janl~ of Cor.une rce of 1-Iouston principal amount $2,195,000, 
Si percent, due June 30, 1972, anJ guaranteed as to sinking 
fund , principal and interest by ~ock Island and three other 
carri ers. S 3 ·_:: Cr de r of the Commission entered June 23, 1967, 
in Yi nance Dnr.ke t Ko. 24629 , .Iouston Belt & Te r r:linal ~1ail:1ay 
Company Note.66 ~ne foregoin g authority was granted following 
the finding made i n Finance J ocket rio. 24614, Eouston Delt & 
T ~:!rminal ~\aibvay Company Competitive Bidding :~xe r:--tption_,_ (not 
printel) decided June 8 , 1S67. 

(3) I:C Terminal First ~ - : ort ga ge Serial Bonds, outstanding 
principal amount S31,204 , CCO 3 pe rcent through 1970 , 2! percent 
Octobe r 1, 1971, 1 7/8 percent October 1, 1972 and 1973, anl 
2 3/4 pe rcent October 1, 1974 . Gua ranteed through an operating 
a greement which provi1es uncondi tionally for payment of 1/12 of 
interest, principal and premium (if any ) by each of R.I. and 11 
other railroads. In th e event of default by one of the t welve 
railroa1s , t he :lefaulted amounts are to b e prorated among the 
others. See: Finance .J oc h ;t N' o. 14637, r ansas City Terminal 
C ompan~ Bonds, 257 I.~. C . 820 (not printed in full) decided 
Septe tnber 12, 1944 , and 261 I. C. C. 827 (not printed in full ) 
Je cided Ja nuary 7, 1946 . 

66The proposed assun ed obligation under (2) above requires some 
clarification. As seen, under the Union Pacific-Southern Pacific 
purc hase a greement, t he latter ~vould acquire Rock Island's interests 
in certain Terminal compa nies, including Houston Belt & Terminal, 
and, in such connection, assume all Rock Island. obligat i ons. At 
the time of the filing of the Southern Pacific application under 
20a, t he Jiouston Del t and Te r minal obligation \vas represented by 
First ~ort gage Bonds, 3! percent, due July 1, 1967. See : Houston 
Celt & Te r m. ~y. Co. Bonds, 221 I.C.C. 48 1. Later, to pay off and 
redeem the balance due on the outstanding bonds, Houston Delt & 
Terminal sought and 1vas granted authority to issue the note 
described unde r (2) above and pursuant to the described order in 
Finance Docket No. 24629. In the meantime, it had been relieved 
fro m the competitive bidding requirements in the sale of the note, 
pursuant to the above-referred to report in Finance Docket No. 24614. 
Inadvertently, Southern Pacific at page 146 of its brief fails to 
indicate the full chronological changes in the obligations to be 
assumed and the nock Island in its 1968 Annual Report Form A, 
schedule 110, fails to show the order entered authorizing the 
actual issuance of the note. 
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(4) Union Terminal of Dallas First Mortgage Bonds out­
standing principal amount $4,265,000, 3 percent, due June 1, 
1978. Guaranteed through an operatin& agreement which pro­
vides for payment by Rock Island of 1/8 the amounts due in 
respect of principal and interest. See: Finance Docket No. 
16083, Union Terminal Company Bonds, 271 I.c.c. 823 (not printed 
in full) decided June 3, 1948. 

(3) Motor Carrier Purchase Transaction (MC-F-9222) 

In accordance with the provisions of the previously­
described agreement of March 17, 1965 between Union Pacific 
and Southern Pacific, the latter elected to have its subsidiary, 
Southern Pacific Transport, acquire the . portion of the RI Transit 
motor carrier rights described in the agreement.67 As indicated, 
the purchase price set forth in the agreement includes the con­
sideration payable to Union Pacific for the motor carrier rights 
to be acquired by Southern Pacific Transport. However, Southern 
Pacific Transport would pay its parent $35,851. No increase in 
fixed charges of Southern Pacific Transport would result from 
the purchase and no guaranty or assumption of payment of dividend 
or fixed charges is involved. · 

All of the Southern Pacific's carriers discussed below are 
authorized to operate in interstate or foreign commerce as motor 
common carriers principally of general commodities, except where 
otherwise specifically noted. 

Southern Pacific Transport holds certificates issued in 
No. MC-30319 and 72 sub-numbers thereto. It presently operates 
8,578 miles of regular routes in the States of Texas and 
Louisiana which parallel the lines of its parent · rail carrier 
and is generally restricted to the performance of service 
auxiliary to or supplemental of its parent rail carrier. In 
addition, Southern Pacific Transport has general commodity 
authority over approximately 7,817 miles of intrastate routes 
authorized by each of the state regulatory commissions of Texas 
and Louisiana. 

Pacific Motor Trucking Company is authorized to operate 
pursuant to certificates issued in No. MC-78786 and 21 sub-numbers 
thereto. It presently operates 13,079 miles of regular routes in 
the States of Arizona, California, Nevada, New Mexico, Oregon, Utah, 
Washington, and Texas, which paral~el the lines of its parent 
rail carrier, and is generally restricted to the performance of 
service auxiliary to or supplemental of the rail service of 

67 The rights to be acquired are embraced in the following 
certificates: MC-29130 (Route Nos. 6, 7, 8, 9, 10, 29, 30, 31, 
47, 49, 54, 55, 57, 58, 59, 60, and 61) and MC-29130 (Sub-Nos. 
40, 44, 46, 56, 57, 67, 71, 76 and 82) and a portion of 
MC-29130 (Route No. 56). 
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Southern Pacific. It also is authorized to operate in inter3tate 
or foreign commerce as a motor contract carrier pursuant to permits 
issued in No. MC-787 87 (Sub-Nos. 27, 30, 44, 47, 48 , and 49), 
principally transporting new automobiles, new trucks and new 
buses in a truckaway and driveaway service in California and 
Nevada. The holding of such certificate and permit having been 
found consistent with the public interest and national trans­
portation policy set forth in the act and the facts of the 
instant transaction warrant the same conclusion. Pacific Motor 
Trucking Company holds 100 percent stock ownership of Louis 
Heller, Inc., a Nevada intrastate motor carrier of general com­
modities. Pacific Hotor Trucking Company holds a certificate 
issued in No. MC-54696 (Sub-No. 4) which authorizes the interstate 
transportation of passengers and baggage between two points in 
Nevada. No operations were conducted in 1968. 

Southwestern Transportation Company (Southwestern) may 
operate, pursuant to certificates issued in Nos. MC-59488 and 
l-IC-59488 (Sub-No. 4), over 2,931 miles of regular routes in 
Arkansas, Louisiana, Missouri, Tennessee, and Texas; and which 
routes generally parallel the lines of its parent Cotton Belt. 
Its operations are not restricted to service auxiliary to or 
supplemental of that of the Cotton Belt, but there is no inter­
change of interstate traffic bet1veen Southwestern and Southern 
Pacific Transport bec~use the latter's operations are restricted 
at interchange points bet1veen the carriers to such auxiliary 
service. Although Southern Pacific Transport and Pacific Motor 
Trucking have a common point of service at El Paso, there is no 
interchange between them because the Southern Pacific Transport 
certificate is restricted at such points. 

The motor carrier operating rights of R.I. Transit have 
been previously described. The principal routes to be acquired 
by Southern Pacific Transport are, over regular routes: (1) 
between Kansas City and Dalhart, Tex., via Hutchinson, Wichita 
and Liberal, Kans., (2) between Wichita and Dallas, via El Reno, 
and Ft. \\7orth, ( 3) between El Reno and Memphis, Tenn. , via 
McAlester, Okla., and Little Rock, Ark., and (4) between Little 
Rock and ivinnfield, La., serving most intermediate p.oints. 

Some of the rights authorize the transportation of general 
commodities; others are limited to the transportation of specific 
commodities. Some of the rights are restricted to service 
auxiliary to or supplemental of the rail service of the parent 
rail carrier; other rights are unrestricted. Except for the route 
between Kansas City and Topeka 1vhich contains the rail service 
restriction, the above-mentioned route between Kansas City and 
Dalhart is a general commodity route 'vithout restriction as t o 
service. The route between Wichita and Ft. Worth is limited to 
the transportation of baggage and express and is restricted to 
service auxiliary to or supplemental of the rail service of the 
Rock Island. The route between Ft. Worth and Dallas authorizes 
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the transportation of general commodities with usual exceptions and contains the rail se-rvice restriction. The portion of the El Reno to .1emphis route between El Reno and Booneville, Ark., authorizes the transportation of general commodities and contains the rail s~rvice restriction; that portion between Booneville, and Hemphis also authorizes the transportation of general commodities but is unrestricted. The route between Little Rock and Winnfield authorizes the transportation of express IMtter, newspapers, milk and cream and returned empty containers and is restricted to service auxiliary to or supplemental of the rail service of the Rock Island. 

Major terminals of Southern Pacific Transport are located at New Orleans, Lafayette and Lake Charles, La., and at Houston, San Antonio and Dallas, Tex. · Main repair shops are at New Orleans, Houston and San Antonio with auxiliary repair shops at Lafayette and Beaumont, Tex. In 1969 Southern Pacific Transport employed an average of 851 employees per month. At the close of 1968 , it owned 995 Ynits of revenue equinment consisting of 138 trucks, 242 truck tractors and 615 semi trailers. For the year 1969, Southern Pacific Transport realized revenues from intercity service of $9,005,122 and revenues from local service of $4,588 ,753. 
Its balance sheet as of December 31, 1969, shows total assets aggregating $10,545,773, comprised of current assets $2,507,041, including among others cash $107,356 and accounts receivable $2,098 , 4 64; carrier operating property less reserve for depreci­ation $3,513,762; intangible property less reserve for amortization $387,576 and other deferred debits $424,939. Liabilities are comprised of current liabilities $2,104,71 8 including payables to affiliated companies $277,433, accounts payable $575,664, wages payable $324,343, taxes accrued $172,911 and other current liabilities $754,367; deferred credits $19,111; reserves $128 ,559; capital stock $2,049,725 and earned surplus unappropriated $6,243,660. 

Its income statement .for the year 1969, shows total operating revenues $14,519,729 with total operating expenses $13,761,t78 and net income before and after provision for income taxes of $757, 821 and $424,599, respectively. 

The financial position, lvork force, equipment fleet and other pertinent data with respect to R.I. Transit have been previously described in connection with the preliminary dis­cussion of the Rock Island system. 

Southern Pacific Transport is acqu1r1ng only operating rights from R.I. Transit and it will be necessary that additional equipment be acquired to perform service under the rights acquired. Southern Pacific Transport estimates that the additional equipment will require an investment of $476,700 plus annual operation and maintenance costs of $42, 800 for a total cost of $519,500. 
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Southern Pacific Transport asserts that the duplications 
of rights to be acquired by it and those held by Southwestern 
(principally between Memphis and Little Rock, between Hazen 
and Stuttgart, Ark., and between Ft. Worth and Dallas) and the 
duplicative rights Southern Pacific Transport .and R.I. Transit 
hold between Ft. Worth and Dallas are minor and not inconsistent 
with the public interest. Such a finding may properly be made. 

Southern Pacific Transport proposes to offer the same 
type of service contemplated by the rights proposed to be 
purchased. This would include regular schedules, year-round 
service, pick-ups and deliveries, maintenance of adequate 
station facilities and use of experienced personnel. It expects 
to retain essential employees of R.I. Transit to assist in 
operating the routes covered by the operating rights proposed to 
be acquired and no employee's interests should be adversely 
affected. 

The giving effect income statement of Southern Pac i fic 
Transport sho,vs that in its operations under the purchased 
rights over a . period of 12 months it would realize additional 
revenues of $546,1 84 with a deficit of $10,498 . The supporting 
witness explained at the hearing that subsequent additional 
information secured from R.I. Transit would result in the pro­
duction of a slight net income. No clarifying or supporting 
details of the unspecified amount of net income were furnished. 
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PART G 

THE ECONOMIC AND COMPETITIVE 
RELATIONSHIPS OF THE RAIL CARRIER PARTIES 

Part B of the report dealt with the rail carrier parties 
on an individual basis. However, each rail carrier, regardless 
of size, is but one integral segment of the closely coordinated, 
standardized railroad system in the United States. Despite the 
interdependence resulting from such coordination and standardi­
zation, one railroad may find that it is in its own interests to 
cooperate with another railroad to favor a particular joint-line 
route, and at the same time compete with the other railroad for 
traffic moving via a different route. Finally, all railroads 
must compete with carriers of other modes for certain kinds of 
traffic. 

In order to fully assess certain impacts of the railroad 
unifications herein proposed, it is first necessary to examine 
the economic and competitive climate in which the existing 
carriers operate, first with respect to the competitive and 
operating relationships among the railroads themselves, and 
secondly with respect to competition between the railroads and 
carriers by other modes. The discussion which follows takes 
into consideration the total scope of the record made by all 
participating parties. 

Intramodal Competition and the Operating Interrelationship 
of the Rail Carrier Parties 

As a first step, various statistics of the participating 
carriers will be compared, using data for the year 1968 . The 
data, taken from the same sources used in Part B, indicate the 
relative physical size, efficiency, and traffic volume, of the 
carrier parties. The data are shown in Table 136, which follows: 
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TABLE 136 

CARRIER PARTIES (CLASS I LINE-HAUL} 
CO~IPARATIVE REVENUE FREIGHT TRAFFIC STATISTICS (1968} 

Avg. Miles Revenue Total of Road in Ton-Miles Avg. Traffic Revenue Avg. Length Carrier Frei ht Service Road Service} Density* Tons of Haul 
billions) (millions) (miles) 

RI 7,266 18.6 2.6 47.2 394 
UP 9,488 44.1 4.7 68.4** 641 
SP 11 '675 64.7 5.5 122.4 528 SLSW 1,565 1!.2 5.2 20.2 406 SP-SLSW 13 '240+ 72.9 5.5 XX XX 
C&NW 11,520 17.8 1.5 68.1 261 
AT&SF 12' 872 45.6 3.5 76.1 601 
D&RGW 2,153 7.9 3.7 23.5 335 
GN 8,265 18.0 2.2 44.8 403 NP 6,478 14.5 2.2 31.5 461 CB&Q 8,509 21.7 2.5 59.4 365 SP&S 921 2. 8 3.1 11.0 257 C&S 708 1.2 1.7 6.1 196 FW&D 1,280 1.4 1.1 4.7 309 BN System 26,161+ 59.7 2.3 XX XX 

{iP 1,176 4.9 4.2 9.3 527 
MKT 2,789 5.0 1.8 15.3 330 
soo 4,679 7.5 1.6 21.5 348 
Ill! 9,014 25.4 2.8 72.4 350 T&P 2,004 5.1 2.6 23.4 219 MP-T&P 11,018~ 30.5 2.8 XX XX 
KCS 889 3.8 4.3 14.4 266 L&A 746 2.2 2.9 12.9 168 KCS-L&A 1,63S+ 6.0 3.7 XX XX 
MILW 10,504 17.2 1.6 44.7 384 
SL-SF . 4,536 12.3 2.7 34.6 356 

Note: System aggregates and system percentages may not agree due to rounding. 
* Millions of revenue ton- miles per mile of road in freight service. 
** Excludes mail and express handled in freight trains. 

+ May include duplication of mileage resulting (1) from use of joint facilities and trackage rights between parent and subsidiary, and (2) in the case of Burlington Northern, from total BN mileage being based on mileage of individual carriers prior to merger (see analysis of BN in Part R of this report). 

Carloads as % of 
Western Dist. Total 
Originated Terminated 

5.5 5.3 

7.9 8.5 

16.0 17.1 
1.3 1.2 

17.3 18.3 

8.3 9.0 

9.8 11.3 

1.8 1.7 

5.4 3.7 
4.1 4.3 
7.2 6.6 
0.8 0.8 
0.3 0.3 
0.3 0.5 

18.1 16.2 

0.7 0.9 

1.4 2.0 

1.8 2.1 

7.4 7.4 
1.6 2.1 
9.0 9.5 

1.2 1.4 
0.9 1.1 
2.2 2.5 

6.4 6.8 

3.5 3.6 

XX Figure excluded to avoid duplication of tonnage handled by both parent and subsidiary or by one or more of the carriers now comprising BN. 
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In terms of volume of service produced and as measured in revenue ton-miles, Table 136 shows that, in the following order, Southern Pacific-Cotton Belt, Burlington Northern and subsidiaries, Santa Fe, Union Pacific, and the MoPac-T&P system dominate the Western District. This service outp~t, however, in part reflects the great distances covered by these carriers, which have some of the longest average hauls in the District. The significance of the foregoing is that a long average length of haul and an apparently substantial production of revenue ton-miles taken together do n~t adequately represent indicators by which to measure the amount of revenue traffic hauled by a railroad in relation to the actual capacity of the · · physical plant possessed by the carrier. Table 136 provides several illustrations of this, one of which is next discussed. 

Western Pacific, at the close of 1968, operated 1,176 miles of road in freight service, generated 4.9 billion revenue ton-miles, and had an average length of haul of 527 miles. Milwaukee, operating 10,504 miles, produced 17.2 billion revenue ton-miles with an average haul of only 384 miles. Obviously, an adequate comparison of the performance of the various carriers in the Western District must also include other factors, among .which are actual traffic volume (tonnage and carloads) and traffic den­sity, as also shown in Table 136. 

In descending order, the five individual railroads handling the greatest amount of revenue tonnage are: (1) Southern Pacific, 122.4 million tons; (2) Santa Fe, 76.1 million; (3) MoPac, 72.4 million; (4) Union Pacific, 68.4 million; and (5) North Western, 68.1 million. It is noted that the three principal carriers now comprising Burlington Northern, namely Northern Pacific, Great Northern, and Burlington, carried 31.5 million, 44.8 milli6n~ and 59.4 million tons, respectively: A simple addition of the three carriers' tonnage would yield a distorted total inasmuch as Burlington handled a considerable volume of traffic which had a prior or subsequent haul by either Northern Pacific or Great Northern, thereby duplicating the tonnage count. It is reasonable to conclude, however, that the former carriers now comprising the Burlington Northern system haRdle total tonnage within the range shown for the carriers named in (1) through (5) ~bove. Tonnage hauled by Cotton Belt, Texas & Pacific, C&EI (not shown in table) and other subsidiaries of the five first-named railroads were not included with their parent carriers' tonnage to avoid similar duplication. All remaining carriers shown each hauled less than SO million revenue tons in 1968, and at the lowest extreme, Western Pacific, Rio Grande, Katy, Soo Line, Kansas City Southern, and Louisiana & Arkansas each hauled less than 25 million tons. 

Another measure of the volume of traffic handled by the various carriers is shown in the last two columns of Table 136, namely, the number of carloads originated and terminated by the class I line-haul carrier parties relative to total originations 
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and terminations by all class I line-haul railroads in the 
Western District. Southern Pacific-Cotton Belt leads the 
group, with 17.3 percent originated and 18 .3 percent terminated. The carriers nmv comprising the Burlington Northern system 
originated 18 .1 percent and terminated 16.2 percent. As noted in the section covering Southern Pacific-Cotton Belt in Part B, originations and terminations for that system were understated to the extent that data for Southern Pacific's numerous other rail carrier subsidiaries were not of record. To a lesser 
extent, Western Pacific's originating and terminating abilities are similarly understated. · 

No other carrier shown in Table 136 has as much as 10 
percent of the originations, and only one, Santa Fe, terminated more than 10 percent. Rock Island, Union Pacific, North Western,· MoPac-T&P, and Milwaukee, each originated 5 to 10 percent and 
terminated ·s to 10 percent. Collectively, the carriers shown 
in the table accounted for about 94 percent of the originations and 98 percent of the terminations for all class I line-haul 
carriers in the Western District. 

It is clear that Southern Pacific-Cotton Belt, Santa Fe, 
MoPac, Union Pacific, and the carriers no>v comprising Burlington 
Northern and subsidiaries dominate the Western District in terms of the traffic volume hauled and revenue ton-miles produced. The 
strongest systems in terms of ability to originate and terminate traffic on their own lines are Southern Pacific-Cotton Belt and Burlington Northern, the result not only of serving points of 
high-volume originations and terminations, but also because of 
the extremely large geographic scope of their systems as here i n­before described . The HoPac-T&P system, while having a smaller 
share of originations and terminations, handles a heavy traffic volume in a relatively confined geographic area and is an 
important bridge route as earlier described. 

As later detailed, Union Pacific handles the principal flow of tra f fic through the central corridor, much of it bridge 
traffic to and from the Utah gateways together with the sub­
stantial traffic having prior or subsequent hauls over its lines serving Southern California at the western end of the southern 
corridor and the Pacific Northwest at the >vestern end of the northern corridor. Santa Fe originates and terminates more 
traffic than does Union Pacific, and as is the case with Southern 
Pacific, about one-third of Santa Fe's carload traffic is local 
to its own lines. Santa Fe handles less traffic over its system 
than does Southern Pacific, but nonetheless, Santa Fe's tonnage 
is the second highest in the Western District with the pos-
sible exception of the now-merged Burlington Northern. 
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In order to place each carrier in its proper competitive perspective, it is necessary at this point to discuss them in terms of the three east-west corridors as earlier defined, and in terms of the principal traffic flo1-vs through these corridors, 1-vith emphasis on the traffic densities for each of the carriers relative to each other. As a general background, average freight traffic densities for the carrier parties are fitst discussed. 

The system average freight traffic densities shown in Table 136 for each carrier and each parent-subsidiary system · are shown solely for the purpose of relating each carrier's total route mileage to the total revenue traffic handled over the routes. In such general terms, it is apparent that Union Pacific, Southern Pacific-Cotton Belt, Santa Fe, Rio Grande, - Western Pacific and KCS-L&A handle the most traffic relative to the overall size of their respective systems among the carriers sho1m in the table. A system average traffic density standing alone is not a good indicator of a carrier's viability: For example, Katy, in 1968 , had a higher density than did Soo, and as shown in the earlier analyses of the individual carriers, Soo historicall-y- has been a profi tahle-opera tion whereas Katy has been the opposite. A more in-depth examination of traffic flows and densities is a necessary factor to determine first the market shares en j oyed by the various carriers, and then the effects on each carrier's viability as a result of the size of the market share they hold relative to their systems. It is here, then, that the traffic volume, service output, average lengths· o{ haul, originating and terminating abilities, and all other economic factors previously discussed must be drawn together so as to properly view viability and competitive strengths of the various carrier parties. 

Although the traffic density evidence submitted by the various carrier parties are in some instances for differing years and stated in differing terms of. statistical measurement, general comparisons and computations can be made as to the relative volumes of traffic handled by two or more carriers serving the same corridor. No attempt will be made to devise a detailed composite traffic density chart based on the diverse density statistics of record by restating the data to a common basis. Instead, the interrelationship of the carriers with respect to traffic flow is shown on Map #A, appended hereto. The map shows the major freight service routes for each of the class I line-haul carrier parties and their affiliates, based on the traffic density charts in evidence, and, for those carrier parties which did not submit such evidence, and for carrier affiliates not parties to tpe proceedings (Illinois Central and C&EI), the lines shown are principal routes as earlier described. 
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Much of the traffic handled through the three major 
corridors (northern, central and southern) by the carriers 
operating through such corridors, as set forth in Part B 
and immediately next discussed, is handled by connecting 
bridge carriers at the eastern portion of each corridor. 
The bridge carriers will be treated as a group subsequent to 
the discussion of the three corridors, with emphasis on their 
functional relationship to the major carriers operating through 
all three corridors. As described in Part B, there is a 
functional overlap where the bridge carrier's routes extend 
deep into, but not through the three corridors; likewise, 
Milwaukee, Burlington Northern, Santa Fe and Southern 
Pacific-Cotton Belt extend through the traditionally bridge 
carrier territory to reach gateways to Eastern and Southern 
District carriers. 

The Northern Corridor 

The northern corridor is served throughout its length by 
the Burlington Northern and the Milwaukee, and is served in the 
Pacific Northwest (Washington, Oregon, Idaho, and Hontana) by the 
Union Pacific. The Southern Pacific serves Oregon. 

As seen in Part B, the Milwaukee's traffic volume (1964) 
over its line between the Twin Cities and Seattle-Tacoma amounted 
to 5 to 9 million gross tons (total for both directions). SP&S 
traffic density between Portland and Spokane is not of record; 
Northern Pacific's 1964 density and Great Northern's 1965 density 
for their routes between Seattle andthe Twin Cities taken together 
indicate a very rough approximation of a combined density total l ing 
30 million gross tons hauled over the route for both directions, 
or a density three to six times as heavy as Milwaukee's between 
the same points. 

The SP&S, which served Washington and Oregon, originated 
75,709 and terminated 60,050 interline cars in 1965. Local 
traffic amounted to 21,217 cars. In the same year, sub ject to 
the limitations on the data set forth in the analysis of the 
carrier in Part B, Great Northern originated 32,438 cars of local 
traffic and terminated 55,335 local cars at major stations in 
Washington, Oregon, Idaho, and Montana. Interline originations 
in the same States totalled 48 ,999 cars, and interline termina­
tions amounted to 63,213 cars, both fi gures excluding an 
indeterminate number of cars not shown by point of origin or 
destination in the carrier's evidence. The Milwaukee has one 
major origin station and no major destination stations in Idaho; 
no major origin or destination stations in Montana; and, since 
the data under discussion are for 1965, no station for either 
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category in Oregon (access to Portland was granted to Milwaukee 
as a condition to the Northern Lines case). At major stations 
in ~vashington, the Mihvaukee originated 43,054 cars and terminated 
51,306 (the amount of local cars vs. interline is not of record). 

As shown earlier in Table 110, and the discussion thereof, 
!>filwaukee had no major gateways in the States of Montana, North 
Dakota, and South Dakota: In Washington, major interchanges 
accounted for only about eight percent of the carrier's interline 
carloads. Nearly 27,000 cars were interchanged with Union 
Pacific and its subsidiary Spokane International (an increase 
over the 1963 total discussed below), and the balance, approxi­
mately 36,000 cars, with carriers now comprising Burlington 
Northern. As previously noted, the conditions in the Northern 
Lines case opened specific gateways to the Milwaukee in the 
territory under discussion, and therefore, as found in the 
Northern Lines case, the carrier has the potential of developing 
substantial interchange where none have heretofore exist~d. 
\vhile the Milwaukee has no major origin or destination stations 
in North Dakota and only one major origin in South Dakota, the 
former Great Northern had several such points in North Dakota and 
one major destination point in South Dakota. The former Northern 
Pacific, which did not serve South Dakota, had a number of major 
origin and destination stations in North Dakota. 

Turning to Union Pacific's operations in its above-described 
portion of the Northern Corridor, as previously detailed, Union 
Pacific between Granger and Portland handled roughly 13 to 17 
million gross tons of freight in 1964. Between Portiand and 
Seattle, somewhat over 6 million gross tons were handled, while 
the line from Hinkle (on the Granger-Portland line) to Spok~ne 
handled over 5 million. On the Granger-Portland line in Oregon, 
density amounted to 13 to 15 million gross tons. In Idaho, the 
range was about 16 to 18 million, reflecting heavy. origination 
and termination of traffic in the State, most of it local to 
Union Pacific lines. 

Host, if not all of the traffic originated and terminated 
in Montana by Union Pacific was local. As a total for three 
States, Washington, Oregon, and Idaho, there were 54,264 local 
and 31, 840 interline cars originated, and 132,513 local and 
86,846 interline cars terminated (the bulk of the local 
originations and terminations were in Idaho). 

Nearly 40 percent of the cars interchanged by Union Pacific 
in the area west of Granger and north of Ogden, i.e., on lines 
in Idaho, Montana, Oregon, and Washington, were interchanged with 
Southern Pacific in the Portland area. Throughout the four States, 
Union Pacific interchanged approximately 18,000 cars with 
Milwaukee and 30,000 with Burlington Northern carriers. 

- 519 -



F.D. No. 22688 

The Southern Pacific's route south from Portland through 

Klamath Falls handled approximately 30 million gross tons 

between Portland and Klamath Falls of which tonnage about 

two-thirds moved to and from the San Francisco-Sacramento area 

and the balance via the Overland Route in Nevada. Southern 

Pacific's interchanges with Union Pacific and the Burlington 

Northern carriers at Oregon points, principally in the Portland 

area, were described in detail in Part B. It is sufficient to 

note here th~t the bulk of the traffic interchanged (1) originated 

on Southern Pacific and terminated on Union Pacific or Burlington 

Northern, and (2) originated on Union Pacific or Burlington 

Northern and terminated on Southern Pacific. 

Southern Pacific originated 26,682 and terminated 56,764 

local cars at major points in Oregon in 1965. In the same year, 

Southern Pacific originated 65,864 cars of interline traffic at 

eight major stations, all but one (Eugene) served exclusively by 

the carrier, and terminated 12,581 interline cars at two points, 

Eugene and Portland. 

Before proceeding to a discussion of the central corridor, 

the two nor~h-south routes along the Pacific Coast will be 

compared, for the reason that the northern extremities of the 

routes lie in Oregon and Washington. ·As detailed earlier(Part B), 

Southern Pacific's traffic between the Pacific Northwest and 

California points moves primarily over the Shasta and San Joaquin 

Valley. Routes, which have traffic densities in the 25 to 30 

million gross tons range. 

The other north-south route is maintained through the 

cooperation of the former Great Northern, Western Pacific and 

Santa Fe. Details of the operation of the route have been set 

forth in the earlier analyses of the three named carriers. It 

is sufficient here to note that the Western Pacific and the 

former Great Northern handled about 5 to 6 million gross tons 

over their portions of the route (based on 1964 data for Western 

Pacific, and 1965 for Great Northern), comprised in part of the 

bulk of the approximately 50,000 carloads of bridge traffic 

interchanged by Western Pacific at Stockton with Santa Fe and at 

Bieber with Great Northern. Based on gross tonnage density, it 

is reasonable to conclude that the Bieber route handles roughly 

one-fifth the amount of traffic that is moved over the Shasta and 

San Joaquin Valley Routes by S_outhern Pacific. 

The Central Corridor 

The central corridor is served between the San Francisco 

area and the Utah gateways of Ogden and Salt Lake City by 

Southern Pacific and Western Pacific, respectively. From the 

two Utah Gateways, Union Pacific extends eastward to the Missouri 

River gateways and Rio Grande extends eastward to the Colorado 
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gateways, Denver, Colorado Springs, and Pueblo. As noted earlier, Union Pacific's line from Denver to Kansas City through Salina is not used as the major freight service route between the two points. Rather, the service route is the line from Denver to Julesburg, the portion of the Ogden-Omaha line from Julesburg eastward to Gibbon, Nebr., through North Platte, and the line from Gibbon to Kansas City through Marysville and Topeka (see Map #A, appended). Denver traffic moving via the Omaha area gateways is handled over the line between Gibbon and Omaha and the described route through Julesburg and North Platte to Gibbon. In other words, Union Pacific does not utilize the Denver gateway to any appreciable extent for "transcontinental" traffic(as later defined). 

In the earlier discussions of traffic density and inter­changes for Union Pacific, Southern Pacific, Western Pacific, and Rio Grande, the volume of traffic interchanged at the Utah gateways were shown in Tables 26, 89, and 94 n and discussed in the respective sections for each of the four carriers. As seen, Union Pacific and Southern Pacific interchange over 300,000 cars at Ogden annually, while at the same point, Rio Grande and Southern Pacific interchange approximately 120,000 cars annually. At Salt Lake City, Union Pacific and Western Pacific interchange nearly 40,000 cars, while the Rio Grande-Western Pacific inter­change totals almost 75,000. The Rio Grande interchange with Union Pacific at Provo involves mainly "Products of Mines" traffic originated on Rio Grande. The Provo gateway therefore does not have major significance as a central corridor gateway for transcontinental traffic. 

The data under discussion (1963 for Southern Pacific and Union Pacific, and 1964 for Western Pacific and Rio Grande), and the individual analyses of the four named railroads in Part B show that the Southern Pacific line from Ogden to the San Francisco-Sacramento area handles approximately four times the volume of traffic that Western Pacific moves between Salt Lake City and the same California area. Of the cars interchanged by Rio Grande with Western Pacific and Southern Pacifi~ at Salt Lake City and Ogden, respectively, nearly 166,000 cars were bridge movements over Rio Grande's lines. Of the total cars inter­changed by Union Pacific with Western Pacific and SP at . the same points, almost 295,000 were overhead to Union Pacific. Rio Grande's bridge traffic interchanged at Salt Lake City and Ogden in 1964 is equivalent to over half the amount of bridge traffic interchanged by Union Pacific. 

Rio Grande's development into a transcontinental traffic carrier following World War II is outlined in the analysis of the carrier in Part B. In order to measure its participation in 
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transcontinental traffic moving through the central corridor, 
Rio Grande made a special study using the Commission's One 
Percent Waybill Data for 1963; its own company traffic records; 
and Union Pacific's evidence. The special study defined trans­
continental traffic as that which moves between the States west 
of New Mexico, Colorado, Wyoming and certain counties in the 
eastern portion of Montana, on the one hand, and on the other, 
States east thereof. In effect then, New Mexico, Colorado, 
Wyoming, and Eastern Montana were considered a~ a "buffer zone," 
through which traffic had to pass to be considered as transcon­
tinental. The study resulted in Rio Grande's estimate that it 
handles about 25 percent and Union Pacific handles the remaining 
75 percent of "transcontinental" traffic moving through the 
central corridor between the above-described areas. 

A major factor in Rio Grande's study lies in the above­
described definition of "transcontinental traffic." Based on 
this definition, a car originating or terminating on Rio Grande 
in Utah with a movement through the buffer zone would be a 
transcontinental movement, as would certain movements hauled 
as local traffic on Union Pacific . (T. 29542). Other carrier 
parties used "transcontinental" traffic to describe traffic 
moving between still other described areas. It is not necessary 
to detail each and every differing definition here. Each of the 
various carrier parties applied the term in a manner to describe 
a particular type of traffic movement viewed in the context of 
their own respective operations. 

For the purposes of the entire scope of the transportation 
services here involved and which encompass rail movements on a 
nationwide basis, a more responsive definition, uniform in its 
application, must be utilized in order to lend perspective to 
the interrelationships of all the carrier parties among themselves 
and in relation to the entire railroad system in continental 
United States. "Transcontinental" traffic therefore shall be 
treated herein as comprising traffic moving between points in 
Arizona, California, Oregon, Washington, Nevada, Utah, Idaho, and 
the area of Montana west of a line drawn along the western border 
of Wyoming straight north to the Canadian border, on the one hand, 
and on the other hand, all States east of Illinois and the 
Mississippi River south of Illinois, excluding the Upper Peninsula 
of Michigan. The defining of "transcontinental" traffic is for 
the purpose of defining movements only and has no bearing upon 
estimated gains or losses of traffic as a result of the trans­
actions proposed. With the foregoing in mind and in all dis­
cussions herein of transcontinental traffic, there will be 
eliminated from consideration all "transcontinental traffic" 
movements of the carrier parties which do not fall within the 
term as above defined. 
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Union Pacific has its own lines to Los Angeles and 
Portland and Western Pacific directly serves the San Francisco 
area arid, further, Union Pacific connects at Ogden with Southern 
Pa~ific and at Salt Lake City with Western Pacific. Accordingly, 
Union Pacific participates in the hauling of traffic between the 
entire West Coast and its Missouri River gateways, already des­
cribed. Rio Grande, by comparison, must strive to compete as a 
small link in the central corridor between its Utah and Colorado 
gateways, and is dependent on its connections at each of tho~e 
end points of its system. 

Union Pacific's operations and traffic density in the 
area between Colorado and the Missouri River gateways have 
already been described in detail. The Denver interchange with 
Rio Grande accounts for nearly 40 percent (20,938 cars) of all 
Union Pacific interchanges at Denver. Another 40 percent is 
interchanged with Santa Fe and -Colorado & Southern. The Union 
Pacific-Rio Grande interchanges at Denver, as well as at the 
Utah gateways, mainly involve traffic originating or terminating 
on Rio Grande • Also, Rio Grande serves as a bridge between 
Union Pacific at Denver and other carriers which connect with Rio 
Grande at the other Colorado gateways and in which Rio Grande 
secured only a short bridge haul on 7,900 cars in 1964. From all 
of the foregoing it is clear that Union Pacific does not handle a 
significant amount of transcontinental traffic through Denver on 
its own lines and that the Rio Grande in its interchange at 
Denver with Union Pacific also is not involved in the hauling of 
a substantial volume of transcontinental traffic. 

Lines of the former Burlington, the MoPac-C&EI, Rock Island, 
and Santa Fe, extend from the Colorado gateways eastward through 
the Missouri River gateways to the Illinois gateways and St. Louis 
(the latter not served by Santa Fe, as shown on Map #A). Santa 
Fe's interchanges at the Colorado gateways are described in the 
text immediately preceding Table 77. As seen, Rio Grande, 
Burlington and Union Pacific interchange the largest amounts of 
traffic with Santa Fe in Colorado, while MoPac, Rock Island, and 
Colorado & Southern each interchanged less than 5,000 cars with 
Santa Fe, based on 1965 data. Santa Fe's interchanges at Denver 
and Pueblo with its connecting carriers involved nearly 26,000 
cars originiting or terminating on Santa Fe lines and less than 
half that amount moving as bridge traffic over Santa Fe. The 
evidence detailed in the individual analysis of Santa Fe's 
traffic and operations and as later discussed, shows that the 
Santa Fe is an active competitor through the southern corridor 
and handles comparatively little traffic via its Chicago-Denver 
route via LaJunta. 

There may be eliminated as important transcontinental traffic 
factors, the Union Pacific and Santa Fe routes through Denver and 
the other Colorado gateways. Attention may now be focused on the 
traffic interchanged by Rio Grande with MoPac, Rock Island and 

- 523 -



F.D. No. 22688 

the former Burlington (see Table 89). Of the 194,243 cars 
interchanged in 1964 by Rio Grande and the three named carriers 
at Denver, Colorado Springs and Pueblo, slightly over 45,000 
cars were originated or terminated on Rio Grande lines. The 
remaining 149,000-odd cars •moved as bridge traffic over Rio 
Grande, including cars handled by the carrier only between its 
Colorado gateways, although the record does not disclose the 
total number of such Colorado movements. -

Although not ascertainable in specific number from the 
evidence presented, it is reasonably certain that transcon­
tinental traffic as defined by the Examiner, is interchanged 
by the Rio Grande with MoPac, Rock Island, and Burlington, and 
moves as bridge traffic over the lines of the three connecting 
carriers. Additionally, the transcontinental traffic handled 
by Rio Grande and the three named connections would amount to 
less than 150,000 cars annually, based on Rio Grande's 1964 data, 
and the three connections handle the bulk of Rio Grande's share 
of transcontinental traffic east of the Colorado gateways with 
a much smaller amount handled by Santa Fe and Union Pacific. 

Union Pacific prepared a study designed to show the 
relative shares of "transcontinental", as defined by Union 
Pacific, 'vhich it and the Rock Island hold. As ide from the 
matter of definition of transcontinental traffic·, the study 
contains a number of elements affecting the reliability of the 
study's conclusions. The study was based on this Commission's 
One Percent Waybill Study for 1961 and traffic records maintained 
by Union Pacific and Rock Island for 1963. Union Pacific agrees 
that its study would have been more accurate if the basic data 
utilized were for the same year. Further, the Commission's one 
percent waybill studies exclude certain movements where such 
movements between pairs of States are so limited as to reveal 
the shippers, the commodities, and the volume shipped; but similar 
types of movements are included in the traffic records of Union 
Pacific and Rock Island. In combining such differences in the 
basic data to arrive at the conclusion of the Union Pacific study 
there is an obvious distortion of conclusion. The limits and 
usefulness of Union Pacific's study is also affected by the fact 
that the study reveals only the approximate amount of partici­
pation in the traffic studied, but does not reveal in any way 
the degree of participation; e.g., long hauls vs. short hauls or 
the class of traffic as it moved over Union Pacific, e.g., bridge 
movements vs. interline originated. Even if transcontinental 
traffic as here defined had been used in .the .study; the results of 
Union Pacific's market share would have had to have been con­
sidered as only a very rough estimate of its relative partici­
pation in the traffic studied. 
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The basic data utilized for the study are on a State-to-State 
basis; id est, movements between States without regard as to 
specific points, and it is possible to restate them in a manner 
reflecting the Examiner's definition of transcontinental traffic. 
Of course, the above-discussed impediments to a more reliable 
study are inherent in the restated table set forth below. 

Table 137, which follows, summarizes the relative amounts 
of traffic in which Union Pacific participates between the 
States shown in the table. Arizona and Montana are not shown 
in the table because of the highly insignificant volume of 
Union Pacific transcontinental traffic. Traffic to and from 
the Upper Peninsula of Michigan could not be separated from the 
total for that State. 

TARLE 137 

APPROXIMATE UNION PACIFIC PERCENTAGE PARTICIPATION IN 
TOTAL TRANSCONTINENTAL -TRAFFIC BETivEEN NAMED WESTERN 
STATES AND EASTERN AND SOUTHERN- STATES:::' 

Eastbound Westbound 

California 39 32 
Idaho 77 71 
Nevada 44 70 
Oregon 57 48 
Utah 41 54 
Washington 16 34 - Total 44 36 

*Comprises Maine, New Hampshire, Vermont, Massachusetts, 
Rhode Island, Connecticut, New York, Pennsylvania, New Jersey, 
District of Columbia, Ohio, Michigan, Indiana, Delaware, · 
Maryland, Virginia, West Virginia, Kentucky, North Carolina, 
South Carolina, Tennessee, Georgia, - Alabama, Mississippi, 
and Florida. 

In summary, Union Pacific in transcontinental traffic 
from and to States in the far west handles roughly half of 
the traffic originating or terminating in Oregon, and Utah, 
one-third in California, three-fourths in Idaho, and one-fifth 
in Washington. In Nevada, terminating (westbound) traffic is 
dominated by Union Pacific, about 70% of the total, while it 
participates in somewhat less than half of the transcontinental 
traffic moved eastbound. 

In terms of actual tonnage handled in 1963, Union Pacific 
participated in the movement of about 6.0 million tons eastbound 
from, and 2.5 million tons westbound to the western States named 
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in Table 137. In relative terms, this represented Union Pacific 
participation in approximately two-fifths of the eastbound, and 
one-third of the westbound transcontinental traffic to and from 
these States. As earlier noted, Union Pacific's share of 
Montana and Arizona transcontinental traffic is minimal. 

Of the six western States shown in the table, California 
accounted for nearly four million tons of Union Pacific's trans­
continental traffic; Oregon 2.3 million; Idaho, 1.1 million; 
Washington, .7 million; and Nevada and Utah, less than .5 million 
each. Again, it is emphasized that the above-discussed comparisons 
were made in a manner similar to that used in the Union Pacific 
study: The carrier's 1963 data were compared to the data from 
the Commission's 1961 One Percent Waybill Study, and the results 
are therefore construed as being only general estimates of the 
Union Pacific's share. 

The Southern Corridor 

As with the discussion of the two prior corridors, the 
following discussion of the southern corridor also deals with 
a functional overlap of the carriers serving the three corridors. 
As seen, Southern Pacific serves Oregon, a State in the northern 
corrido~ and Southern Pacific *lso serves Oregon in its operations 
through the southern corridor. Union Pacific lines extend from 
Ogden to Los Angeles. In short, the three corridors are to an 
extent competitive with each other for certain types of traffic. 

The southern corridor is served by the Santa Fe and 
Southern Pacific-Cotton Bel~ as previou~ly discU~sed 
in Part B. 

In the Part B analysis of Union Pacific, it was shown that 
Union Pacific in 1963, originated approximately 10,000 and 
terminated about 27,000 cars of local traffic in Southern 
California, primarily in the Los Angeles area. Interline 
originations amounted to slightly over 4,900 carloads and inter­
line terminations stood at about 62,000, all in the Los Angeles 
area. Over 60,000 of the nearly 82,000 cars Union Pacific 
interchanged with Santa Fe and Southern Pacific, its only 
line-haul connections in California, were cars delivered to those 
connections. 

As earlier noted, the preponderance of Union Pacific's 
California interchanges involved traffic originated on its own 
lines, and terminated on Southern Pacific or Santa Fe and vice 
versa. This situation also holds true for cars interchanged 
between Santa Fe and Southern Pacific in the Los Angeles area, 
i.e., cars originated on one terminated on the other. 
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Tables44 and 74, detail the originations and terminations 
of traffic by Southern Pacific and Santa Fe, respectively, in 
the Los Angeles area. Table 44 shows data for Southern Pacific 
interline traffic only (22,564 cars originated and 83,592 cars 
terminated). The Los Angeles area additionally accounted for 
the origination of 47,562 and the termination of 74,671 carloads 
of local traffic by Southern Pacific. Santa Fe originated 22,732 
interline, and 24,652 local cars in the area, and terminated 
·186,205 interline, and 78,886 local cars. 

As seen from the foregoing discussion, considerably more 
traffic is terminated than is originated in the Los Angeles 
area. Further, in terms of local traffic originated, Southern 
Pacific leads Santa Fe and Union Pacific, the latter carrier 
originating less than one-fourth as much as Southern Pacific. 
For local traffic terminated, Santa Fe and Southern Pacific are 
nearly even with 75 to 80 thousand cars, distantly followed by 
Union Pacific's 25 to 30 thousand-car range. Interline traffic 
presents a slightly different picture: For originations, Union 
Pacific's share is minor, whereas Santa Fe and Southern Pacific 
are about eV-en at the 20 to 25 thousand-car level. Interline 
terminations show Santa Fe clearly in the lead followed by 
Southern Pacific. Union -Pacific's largest class of originated 
or terminated traffic in the Los Angeles area is interline 
terminated, and the carrier is nowhere as strong as Southern 
Pacific in this respect. 

It is also noted that the Union Pacific traffic inter­
changed with Santa Fe at Barstow is in the 30 to 40 thousand-car 
range; is mostly overhead to Union Pacific and terminates on 
Santa Fe; and consists primarily of Products of Mines. Further, 
in Part B, the discussions of the Union Pacific and the Rio 
Grande showed that the Provo interchange between the two carriers 
involved Products of Mines traffic originated on Rio Grande and 
moved overhead on Union Pacific. Finally, in their 1968 annual 
reports to stockholders, Union Pacific and Rio Grande each 
mentioned institution in that year of unit coal train operations 
between Sunnyside, Utah, and a steel producer's plant at Fontana, 
Calif. Rio Grande's report states that the trains are operated 
in conjunction with Union Pacific and Santa Fe. 

On the basis of the foregoing, it is reasonable to conclude 
that Union Pacific's fnterchange with Santa Fe at Barstow involves 
largely non-competitive traffic which has developed into a 
coordinated three-carrier operation in recent years. Most of the 
other interchanges which take place between Union Pacific, Santa 
Fe, and Southern Pacific in the Los Angeles area involve for 
the most part traffic originated by any one of the three carriers 
and terminated on either one of the other two. 

- 527 -



F.D. No. 22688 

Thus far, discussion has focused on the Los Angeles area. 
However, both Santa Fe and Southern Pacific handle traffic 
through the southern corridor to and from points north of Los 
Angeles, as noted earlier; and in this area Southern Pacific is 
bound by the Central Pacific conditions as recently modified by 
the Commission. See: the Central Pacific case, on reconsideration, 
affirmed in 277 F. Supp. 671 (1967), and 39o -u.s. 744 (1968). As 
is here pertinent, Southern Pacific is currently restricted in 
its routing practices by the modified condition "e", as follows: 

"That the Southern Pacific Company shall 
continue to secure by active solicitation 
the routing of the maximum of freight traffic 
through the Missouri River and Ogden, Utah, 
between all points in California and Oregon, 
north of and including Caliente and Santa 
Margarita, Calif., ' and south of and including 
the Klamath Falls branch and Kirk, Oreg., on 
the one hand, and points north and west of a 
line al-ong the northern boundaries of Oklahoma 
and Arkansas, to the · Mississippi River,-- thence 
along the Mississippi and Ohio Rivers (but not 
including intermediate cities on the Ohio 
River) to Wheeling, W.Va., and thence on a 
line d.rawn _just east of _Pittsburgh, Pa., and 
Buffalo, N. Y., to Niagara Falls, N.Y.;" 

Santa Fe, although it serves part of the d~scribed 
territory in California, is under no such restriction. At 
the time the Southern Pacific acquired control of the Cotton 
Belt, the Commission found it unnecessary to impose the con­
dition upon the lines of the Cotton Belt. See: the Cotton 
Belt case, 180 I.c.c. 175 at 184-185. Accordingly, the Cotton 
Belt can and does actively solicit traffic from and to the 
described territory for movement over its lines with a prior or 
subsequent haul over Southern Pacific's routes between the 
territory and its connections with Cotton Belt. In effect then, 
Southern Pacific through its subsidiary is able to obtain the 
long haul via the southern corridor negating the necessity of 
taking a relatively short haul to _and from Ogden that otherwise 
would have resulted through its own solicitation efforts subject 
to the Central Pacific conditions. However, the record fails to 
disclose the volume of traffic so involved. 

Southern Pacific, through a study similar to the one 
prepared by Union Pacific, estimated its share of "transcon­
tinental" traffic. Again, as in other instances, Southern 
Pacific's view of "transcontinental" traffic differs from that 
of other parties including the Union Pacific. The studies for 
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both Union Pacific and Southern Pacific were prepared by the same witness using identical methodology for both studies; and limitations of the study for Southern Pacific are identical to those detailed earlier with respect to the Union Pacific study. Data in the Southern Pacific are restated below in Table 138 in the same manner as for preceding Table 137. 

TABLE 138 

APPROXIMATE SOUTHERN PACIFIC PERCENTAGE 
OF TOTAL TRANSCONTINENTAL TRAFFIC BETWEEN 
NAMED WESTERN STATES AND EASTERN AND 
SOUTHERN STATES>:' 

Arizona 
California 
Nevada 
Oregon 
Washington 

Total 

Eastbound 

69 
67 
60 
74 

1 
57 

* See footnote to Table 137. 

Westbound 

45 
68 
36 
57 
25 
60 

The States of Idaho, Montana, and Utah are not shown in Table . 138, since Southern Pacific's share of transcontinental traffic to and from these States is minimal in terms of both actual tonnage and percentage of total tonnage. Overall, Southern Pacific participates in the movement of nearly three-fifths of the total transcontinental tonnage to and from the States shown in. Table 138. In terms of actual tonnage, the carrier's share amounted to a total of 11.3 million tons to and from the States as follows: California, 7.3 million; Oregon, 2.9 million; Arizona, .6 million; and Washington and Nevada, less than .3 million each. 

Santa Fe prepared a study of movements over its lines, based on a one percent sample of its own movements to and from the States studied by Southern Pacific. The Santa Fe sample covered movements during the period April 1962 through March 1963. Santa Fe used the results of its study for a comparison of its own traffic share in relation to the shares held by Rock Island and Southern Pacific, based on the latter's study. 
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Santa Fe and Southern Pacific discuss each other's 
studies on brief. With respect to the Santa Fe study, Southern 
Pacific comments on the basic weakness of the methodology used 
to determine the size of the market shares held by the carriers: 

"Moreover, the degree of confidence to 
be attached to the comparisons is radi­
cally decreased by the fact that results 
for fragments of one 1 percent waybill 
study are being compared with fragments 
of another 1 percent waybill study. Such 
comparisons can produce spurious results." 

There is merit to Southern Pacific's criticism. It 
also is noted that the degree of confidence is affected by 
diverse source data; Santa Fe having utilized three different 
time periods of basic data, and Southern Pacific two such 
different time periods. Moreover, as with Union Pacific, both 
the Santa Fe and Southern Pacific show participation in the 
traffic without regard to the length of haul, the routes 
utilized, -or the class of hauls involved (bridge, local, etc.). 
The circumstances are such that no precise evaluation can be 
made of the degree of confidence assignable to each carrier's 
study. The more serious factors affecting the degree of con­
fidence, and in the final analysis, the reliability of the 
study, have all been carefully noted. 

TABLE 139 

APPROXIMATE RELATIVE PARTICIPATION BY 
SOUTHERN PACIFIC AND _SANTA FE IN TRANSCONTINENTAL 
TRAFFIC_BETWEEN NAMED WESTERN STATES AND 

. NORTHEASTERN _STATES* . 

Arizona 
California 
Oregon 
Washington 

Eastbound 
SP AT&SF 
58 23 
63 29 
97 2 
77 16 

Westbound 
SP AT&SF 
56 34 
56 37 
88 9 
88 9 

':' Includes Connecticut, Delaware, District of Columbia, 
Indiana, Maine, Haryland, Massachusetts, Michigan, New 
Hampshire, New Jersey, New York, Ohio, Pennsylvania, Rhode 
Island, Vermont, and West Virginia. 
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TABLE 140 

APPROXIMATE RELATIVE PARTICIPATION BY SOUTHERN PACIFIC AND SANTA FE IN TRANSCONTINENTAL TRAFFIC BETWEEN NAMED WESTERN STATES AND 
SOUTHEASTERN STATES* 

Arizona 
California 
Oregon 
Washington 

Eastbound 
SP AT&SF 
44 47 
70 25 
93 2 
36 

Westbound 
SP AT&SF 
47 -49 
55 41 
90 8 
65 11 

*Includes Alabama, Florida, Georgia, Kentucky, Mississippi, North Carolina, South Carolina, Tennessee, and Virginia. 
Tables 139 and 140 indicate that Southern Pacific participates generally in more of the transcontinental traffic between the States shown than does Santa Fe. The tables do net indicate that Southern Pacific cfominates the sou-thern corridor ---­because the degree of participation is not revealed by the data in the tables. As stated in Southern Pacific's brief and as detailed in Part B, Southern Pacific and Santa Fe participate jointly on large volumes of traffic interchanged in California and Texas, some of which may indeed be transcontinental traffic. As has been discussed, Southern Pacific obtains a short-haul on traffic moving via the Ogden gateway which might have moved via its long-haul route through the southern corridor absent the Central Pacific conditions. Further, the Southern Pacific inter­changes with Rock Island at Tucumcari and with Texas & Pacific at El Paso also involve transcontinental traffic which potentially could move over Southern Pacific's system to and from the Mississippi River gateways of St. Louis, Memphis, and New Orleans. 

A more realistic comparison of Southern Pacific's and Santa Fe's traffic involves freight traffic density over their respective lines from California to their easternmost gateways. The analyses of the two carriers in Part B discussed their freight densities in detail. It is sufficient to compare them briefly for purposes of this discussion. Southerft Pacific's Coast line handles approximately 15 million gross tons annually between the Los Angeles and San Francisco Bay areas, and the San Joaquin Valley line handles about 25 to 30 million gross tons annually between the same areas. The Coast route primarily carries traffic between the two areas but the San Joaquin Valley line handles traffic moving north and south through California. Santa Fe's route from San Francisco south to the Los Angeles area is utilized for through traffic to and from its Los Angeles­Chicago line, Bieber gateway traffic, and traffic moving between 
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Northern and Southern California. Density over the Santa Fe line ranges from approximately 13 to 18 million gross tons per mile annually. 

With respect to ~outhern Pacific and Santa Fe traffic flows to and from California, the central corridor must be considered together with the southern corridor. As discussed earlier, Southern Pacific moves a very substantial volume of traffic, 30 to 40 million gross tons, over its San Francisco­Ogden line. This traffic involves in large part the northern California traffic subject ' to the Central Pacific conditions. Northern California traffic of the Santa Fe moves through its routes via the southern corridor. 

Santa Fe's-Los Angeles-Chicago route via Amarillo and Kansas City handles a minimum of about 25 million gross tons per mile throughout its length. Connecting with this line at Farwell, Tex., is a route to Ft. Worth, Houston, Galveston, and Beaumont, which handles east-west traffic to and from the Texas points totalling 10 to 13 million gross tons per mile over the segment between Farwell, and Brownwood. Santa Fe's north-south route from the Los Angeles-Chicago line at junctions in Kansas to the above-named cities in Texas handles approximately 11 to 14 million gross tons per mile. 

Between Los Angeles and El Paso, Southern Pacific handles roughly 30 to 35 million gross tons. The Tucumcari line from El Paso carries about 11 million. East of El Paso, traffic density decreases from 20 million gross tons at that point to 15 million at New Orleans. As described in Part B, the heavy density traffic west of El Paso is comprised of traffic moving over the Tucumcari-El Paso line; traffic interchanged with the Texas & Pacific at El Paso; traffic moving to and from Ft. Worth-Pallas; traffic moving in connection with Cotton Belt via Corsicana and Shreveport; and traffic moving directly to and from New Orleans by Southern Pacific alone. Cotton Belt handles 19 to 24 million gross tons between Illinois and its various lines in Texas and Louisiana. In addition to its interchanges with Cotton Belt, Southern Pacific interchanges substantial volumes of traffic with other carrier parties and their affiliates in Texas and Louisiana, as shown in the detailed analyses of the carriers in Part B. 

Santa Fe also interchanges large volumes of traffic in Texas with Frisco, Katy, MoPac-T&P, KCS-L&A, Rock Island and Southern Pacific-Cotton Belt, also shown in Part B. Texas cities also constitute important traffic originating and termin­ating points for Santa Fe (Table 76), primarily local traffic. As is the case with Southern Pacific, Santa Fe's interchanges in 
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Texas involve mostly traffic originating or terminating on its own lines. Although Santa Fe extends eastward into Louisiana, the carrier interchanges, originates, and terminates compara­tively little traffic in that State. 

Thus far, attention has been devoted to the Milwaukee, Burlington ~orthern, Union Pacific, Western Pacific, Rio Grande, Santa Fe, and Southern Pacific-Cotton Belt, and the relationships of these carriers among themselves and, in a broader iense, their relationships in the context of the three east-west corridors. As earlier noted, the several carriers located at the eastern end of the corridors must be considered separately. They have one characteristic in common, namely, they function at least in part as bridge routes between one or more of the corridors on the one hand, and on the other hand, the major railroads of the Eastern and Southern Districts. 

The Central States Carriers 

The Central States carriers,6~s discussed here, include Katy, Kansas City Southern-L&A, MoPac-T&P-C&EI, Frisco, the lines of the former Burlington, the North Western, Soo, and the lines of the Milwaukee lying south and east of the Twin Cities. The analyses of the individual carriers in Part B detailed interchanges at various points wit4 Norfolk & Western, Illinois Central and Gulf, Mobile & Ohio (Gulf). Norfolk & Western has routes extending west to Omaha and Kansas City; Illinois Central has routes from Chicago to Albert Lea, Sioux City, Sioux Falls, and Omaha; and Gulf has a route from St. Louis to Kansas City. Illinois Central's and Gulf's routes extend westward from those carriers' principally north-south routes. Norfolk & Western' ·~ lines, as above described, are continuations of that carrier's major east-west routes in· the Eastern District. Because these three carriers (Illinois Central, Gulf and Norfolk & Western) did not actively participate in these proceedings, the record largely is silent as to their operations. The record is abundantly clear, however, that Norfolk & Western plays an extremely important role as a connection at Kansas City for the carriers entering that gateway from the west and south, all of which are parties to these proceedings. 

Map A, appended, shows the major freight service routes of all the above-named carriers except Gulf and Norfolk & Western. The map graphically portrays some of the basic problems of the Central States carriers as detailed in Part B: namely, (1) relatively short routes between major points and 
--68 __________ _ 

For the purposes of this report the Central States are: Minnesota, Wisconsin, Iowa, Illinois, Missouri, Nebraska, Kansas, Oklahoma, Eastern Texas, Arkansas, and Louisiana. 
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gateways; (2) routes useful primarily as bridge routes betwee~ 
the major service routes in the three corridors at one end, and 
the Southern and Eastern District carriers at the other end; 
(3) the multiplicity of routes between common points; and (4) 
a large number of low density branch lines. It is again 
emphasized that Map A shows only major freight service routes 
of the carriers: Many light-density branch lines in the Central 
State~ are excluded. 

The following list shows existing single-line and 
single-system routes between pairs of major gateways and 
terminals located generally north of, and including St. Louis 
and Kansas City, and including routes to the Colorado gateways 
of Denver, Colorado Springs, and Pueblo. Some of the routes 
are considerably more circuitous than others, and several routes 
have been excluded because they involve joint-line service. 

City Pairs Carriers 

Chicago-Omaha BN, C&NW, IC, RI, MILW, NMv, 
·· MP-C&EI (circuitously via St. 

Louis and Kansas City) 

Chicago-Colorado Gateways BN, AT&SF, RI, MP-C&EI 

Chicago-Kansas City BN, C&NW, MILW, RI, N&W, AT&SF, 
MP-C&EI, GM&O 

Chicago-Twin Cities BN, C&NW, MILW, RI, SOO 

Chicago-Milwaukee C&NW, MILW, SOO 

St. Louis-Kansas City BN, MP, RI, MKT, SL-SF, N&lv 
GM&O 

Twin Cities-Kansas City BN, C&NW, MILW, RI 

Twin Cities-Duluth-Superior BN, C&NW, MILW, SOO 

Omaha-Colorado Gateways BN, UP, RI, MP (circuitously via 
Kansas City) 

Kansas City-Colorado Gateways BN, UP, RI, AT&SF, MP 

In the area generally south of Kansas City and St. Louis, 
the following pairs of major gateways and terminals are served 
by two or more single-line and single-system routes as shown: 

- 534 -



City Pairs 

Kansas City-Ft. Worth 
and/or Dallas 

Kansas City-Houston 

Ft. Worth & Dallas-Houston 
& Galveston 

Ft. Worth and/or Dallas-St. 
Louis 

Ft. Worth and/or Dallas­
Memphis 

Ft. Worth and/or Dallas- · 
New Orleans 

Houston-St. Louis 

Houston-Ne~Orleans 

HoustoR-Memphis 

Kansas City-Memphis 

Kansas City-New Orleans 

St. Louis-New Orleans 

F.D. No. 22688 

Carriers 

AT&SF, RI, MP-T&P, SL-SF, MKT, 
KCS-L&A 

AT&SF, RI, MP-T&P, MKT 

FW&D, AT&SF, SP, RI, MKT, MP 

SP-SLSW, MP-T&P, RI, SL-SF, MKT 

SP-SLSW, MP-T&P, RI, SL-SF 
(the latter two circuitously) 

L&A (KCS), MP-T&P, SP 

SP-SLSW, MP-T&P, RI, MKT 

SP, MP-T&P 

SP-SLSW, MP-T&P, RI 
(circuitously via El Ren~) 

MP, SL-SF, GM&O 

MP, KCS-L&A, GM&O 

MP, SP-SLSW, IC, GM&O 
(also L&N via Nashville, 
Tenn., & Birmingham) 

The Rock Island is the only carrier offering single-line 
or single-system service between the Twin Cities and the Gulf. 
There are several carriers with routes from Chicago to points 
in Louisiana and along the Texas Gulf Coast, as shown below: 

City Pairs Carriers 

Chicago-Houston & Galveston RI, AT&SF, MP-T&P~ C&EI 

Chicago-New Orleans MP-C&EI, IC, GM&O, L&N 

The foregoing lists are not intended to be exhaustive of 
'all possible single-line or single-system routes available 
between the named pairs of points. Rather, they are presented 
here to sufficiently illustrate the multiplicity and duplication 
of routes in the Central States. There is an overlapping of 
routes as between some of the major carriers serving the three 
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east-west corridors and the bridge carriers. Santa Fe extends 
through the Central States to Chicago and other Illinois 
gateways; Burlington Northern extends from the Pacific Northwest 

eastward to Chicago, St. Louis, and Paducah, Ky., and south­
eastward to Houston and Galveston via the Colorado & Southern 
and Ft. Worth & Denver; and Southern Pacific extends eastward 
to New Orleans, and with Cotton Belt, to Memphis and St. Louis. 

Among the Central States carriers, those having lines 
extending into the three corridors are: . Rock Island, to Denver 

and Tucumcari; MoPac-T&P-C~EI, to Pueblo and El Paso; Frisco, 
to Floydada; former Burlington routes to Denver from the east 

through the central corridor; and the Milwaukee, over its route 

to the Pacific Northwest, which, as detailed earlier, handles 

only a small fraction of the traffic volume in the northern 
corridor. It is apparent from the foregoing, that among the 

carriers serving points on the West Coast, Western Pacific and 

Union Pacific are the only ones not extending to at least one of 

the Illinois or Mississippi River gateways. 

Obviously, there is a myriad of points common to two or 

more carriers in the Central St-at~. It is unnecessary to 

detail them here. Many of the major common points and the 
carriers serving them are shown in the three preceding lists of 

city pairs and connecting routes. The operations, traffic 

volumes, commodity consists, and major interchanges of the Central 

States carriers were set forth in detail in Part B. 

Intermodal Competition 

Competition between the railroads and the other modes of 

transportation must be viewed in the context of the overall 

demand for transportation services. Table 141-, which follows, 

shows the total revenue ton-miles generated in the United States 

by mode for selected years since World War II. Apparent from 

the table is the fact that the railroads share of total revenue 

ton-miles has declined only slightly since 1960, compared to the 

rate of decline from 1946 to 1959, inclusive. Also since 1960, 
the motor trucks' share has stabilized at approximately one-fifth 

of the total after a four-year level of about 23 percent during 

1961-1964 (not shown in the table), and that oil pipelines have 

enjoyed a continuous growth over the entire period. The 

railroads' share has held at about 41 percent for the three-year 

period, 1966, 1967, and 1968 (only the latter year shown in the 

table). 
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Year 

1946 
1950 
1955 
1960 
1965 
1968 

L 
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TABLE 14-1 

~LATIVE PERCENTAGES OF TOTAL REVENUE TON-MILES 
. HELD BY VARIOUS MODES, SELECTED YEARS 

Inland 
Railroads a Motor Trucksb Waterwaysc Pipelines 

66.6 9.1 13.7 
56.2 16.3 15.4 
49.5 17.5 17.0 
44.1 21.7 16.8 
43.3 21.9 16.0 
41.2 21.6 15.9 

>:< Less than 0. 1 percent. 
a Inclu~es electric railways, express and mail. 
b Includes regulated and unregulated. 
c Includes Great Lakes, but excludes coastal and 

10.6 
12.2 
15.9 
17.4 
18.7 
21.3 

intercoastal. i 
d Domestic revenue service including express, mail a nd 

excess baggage. 

Airwaysd 

* "" ..... 

"" 0.1 
0.1 
0.2 

In .1966, Class I railroads in the United States produced 
over 738 billion revenue ton-miles, the industry's record high 
up to that time. After a decline to 719 billion in 1967, total 
revenue ton-miles reached a new high of 744 billion in 1968, 
and this figure was exceeded in 1969, when the total was 768 
billion. In short, the service output of the railroads has 
grown in absolute terms, and this industry's relative share of 
total revenue ton-miles has declined very slowly in the past 
decade. 

Needless to say, the relative growth of the motor, water, 
air and pipeline transportation output to a great extent has 
been at the expense of the railroads' share of the available 
traffic. The foregoing holds true, notwithstanding that the 
motor carrier industry has developed traffic comprising "new" 
commodities, not formerly hauled by railroads, and which com­
modities require the type of transportation services provided 
by motor carriage. The development of the various modes other 
than rail has been promoted by improved technology, private 
initiative to make use of that technology, and governmental 
encouragement and assistance. \vithout regard here to the 
justifications underlying the latter factor, it is noted that 
through 1964, public expenditures beneficial directly to the 
rail-competitive modes totaled over $226 billion, of which 
$202 billion was for highways. Nothing in the foregoing state­
ment is to be construed as implying that governmental assistance 
to other modes was solely for the purpose of building up com­
petition to the railroad. To the contrary, there were many 
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reasons for government assistance. For example, the highway 
building program had as its purpose private use, national defense 
and the like. 

However, what is here being pointed out is that the road­
building program has greatly contributed to the competitive posture 
of . motor carrier competition. Motor carriers are now permanent and 

comprise formidable competition to the railroads. The entire 
railroad industry must modernize and improve its plants from all 
standpoints if it is to be able to adequately compete and secure 
that share of the available traffic which the railroad should be 
able to obtain by providing the most efficient, adequate, and 
economical transportation service. 

Soc points out on brief that the railroads produced 18 percent -
of the total ton-miles for petroleum traffic in 1943. By 1965, the 
rail percentage of such traffic had fallen to 2 percent. Soc's 
view is that the loss of the remaining petroleum traffic would not 
"seriously damage the overall position of the railroad industry." 
The record clearly shows that the building of pipelines results in a 
permanent diversion of such traffic as a rail movement with little, 
if any, practical hope of recapture. Nonetheless, the record also 
discloses that some rail carriers, for example, Union Pacific, 
Southern Pacific, and Santa Fe, among the largest, are themselves 
owners and operators of oil pipelines, often using their rail 
right-of-way for the construction. Thus, indirectly, the railroads 
have recaptured traffic, the exact amount not here ascertainable. 

While air freight still accounts for less than one percent of 
total revenue ton-miles, its rapid growth can not be overlooked. 
Thus far air freight has consisted primarily of high priority ~ high 

value commodities. The "jumbo" jet is now a reality. It is still 
a matter of conjecture as to what the competitive impact of large­
capacity aircraft will be on other modes. 

The Federal, State, and local governments expended almost 
$5 billion for the establishment of airports between 1947 and 1965, 
inclusive. This amount does not include local government expenditures 
for operation and maintenance of airports. It is also noted that in 
the same period, public funds totaling approximately .$4.9 billion 
were spent on airway navigation facilities and services, and another 
$.8 billion was spent on Federal cash subsidies. Further com- . 
mercial airlines have greatly benefited from military air~raft 
research and development and personnel training, indirect but never­
theless real benefits which flow to the pr~vate sector. 

. With respect to water transportation, Federal. appropriations 
1n the 1950-1964 period alone amounted to nearly $2 billion for 
nav~gation facilities; over $3 billion for multiple purpose (navi­
gat1on and flood control) projects; and over $2 billion for operation 
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and maintenance of waterways. The latter figure applies to 
_appropriations for all types of waterways, and a breakdown as 
to the exact purpose for the funds, i.e. navigation vs. flood 
control, is . not of record. Actual expenditures for navigation 
amounted to over $7 billion over the 1950-1964 period. Water 

. carrier competition pertinent to these proceedings is that which 
exists in the Western District primarily on the Mississippi River 
in conjunction with its commercially navigable tributaries, and 
it is to this area that attention later herein will be directed. 

Union Pacific's evidence includes a voluminous amount of 
material relating to the number of motor carriers and their scope 
of operating authority in Union Pacific territory and beyond; in 
summary as follows: For the period 1945 through 1965, the number 
of motor carriers offering single-line service increased (1) from 
10 to 15 between Denver and Chicago; (2) from 5 to 12 between 
Denver and St. Louis; (3) from 2 to 12 between Chicago and Los 
Angeles; (4) from 1 to 8 between Chicago and San Francisco; and 
(5) from 1 to 5 between Chicago and Portland. Where no single-line 
coast-to-coast service between Los Angeles and New York existed 
in 1945, by _1_965 four motor carriers were · offering such service 
and one service between San Francisco and New York. The above­
discussed carriers are all general commodity, regular route motor 
common carriers. There is further noted the operation of trailer­
ships and containerships between the Atlantic and Pacific Coasts, 
which combined the long-haul water carriage with motor carrier 
movements at each end of the movement by water. 

The mere existence of authorized carriers by rail-competitive 
modes does not indicate the magnitude of intermodal competition. 
However, unifications of motor carriers have created the coast-to­
coast route structures; these carriers actively solicit and 
transport coast-to-coast traffic. In addition to the above factors, 
the existence of carriers not subject to regulation constitutes a 
distinct competitive factor. It is evident that the volume of 
actual traffic handled by the various modes must be compared spe­
cifically with that handled by the rail carrier parties in order to 
determine the level of intermodal competition pertinent herein. 

Each rail applicant and several protestants submitted 
evidence comparing the volume of"traffic handled by all modes in 
specific areas of the Western District. It is an established fact 
that factors too numerous to detail result in the comparisons at 
their best being nothing more than broad estimates and of limited 
reliability. The various carriers agree that intermodal competition 
exists in virtually all areas of the Western District, but they 
disagree as to the extent of the volume and the type of traffic 
which is intermodally competitive. 
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The disagreements are not of such significance as to be 
basically irreconcilable. They result mainly from attempts to 
equate the severity of intermodal competition with the number of 
carriers of other modes and the relative shares of ton-miles 
held by each mode, on the one hand, and, on the other hand, to 
define the level of competition in terms of specific types of 
movements handled by each mode, with emphasis on the length of 
haul and the commodities carried. Both approaches to analysis 
of intermodal competition have merit when used together. The 
relative shares of revenue ton-miles held by each mode and the 
investment in, and existence of carriers of other modes have 
already been discussed to the extent necessary and pertinent. 
The following discussion is directed to the significant results 
of the studies of record as they relate to the particular types 
of traffic which is intermodally competitive between the railroads, 
motor trucks, and ~ater carriers. 

Rio Grande estimates that for shipments moving 400 or more 
miles the railroads handle approximately 64 percent of the total 
tonnage and motor carriers handle about 28 percent. Tonnage 
hauled 800 or- more miles is handled 70 percent by rail and 18 
percent by motor carrier, and for hauls of 1,200 or more miles 
the split is 77 percent rail and 14 percent motor carrier. For 
traffic moving between Montana, Idaho, Wyoming, Colorado·, New 
Mexico, Arizona, Utah, Nevada, Washington, Oregon and California, 
on the one hand, and on the other hand, all States east thereof, 
railroads accounted for approximately 79 percent and motor carriers 
about 9 percent of eastbound traffic. The remaining eastbound 
traffic was largely waterborne, including a substantial portion 
representing petroleum traffic between California ports and Middle 
and South Atlantic refineries, bulk terminals, and chemical 
"complexes", and which traffic can not be construed as competitive 
vis-a-vis railroads. Westbound, waterborne traffic is insignificant. 
Motor trucks handle 26 percent of total westbound tonnage and 
railroads handle 70 percent. 

Santa Fe concurs in Rio Grande's findings. However, the 
Santa Fe's own studies were directed to a determination of the 
level of intermodal competftion for traffic moving between 
Washington, Oregon, California, Arizona, and New Mexico (the 
western region), on the one hand, and on the other hand, Kentucky, 
Tennessee, Mississippi, Alabama, Georgia, North Carolina, South 
Carolina, Florida, Virginia, West Virginia, Maryland and Delaware, 
(the southeastern region). It was found that of the total tonnage 
moved by rail and truck between the named Western and Southeastern 
States over 90 percent was moved by rail. Further, a study of 
rail and truck traffic between the above-named Southeastern States 
on the one hand, and on the other hand, Kansas, Missouri, Oklahoma, 
Arkansas, Louisiana, and Texas, showed that the rail share was 
somewhat smaller, roughly 80 percent. 
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The 1961 revenue from the rail traffic moving from the 
western to the southeastern regions defined above amounted to 
over $141 million, 90 percent of which was accounted for by 
commodities falling within seven industry groups: Lumber and 
Wood Products; Chemicals and Allied Products; Food and Kindred 
Products; Field Crop Farms; Vegetable Farms; Paper and Allied 
Products; and Fruit Farms. Westbound from the southeastern States 
to the western States, rail revenue amounted to over $96 million, 
of which 40 percent was accounted for by commodities of six . 
industry groups: Fabricated Metal Products; Food and Kindred 
Products; Chemicals and Allied Products; Metallic Ore; Pulp, Paper, 
and Allied Products; and Tobacco Products. 

In terms of "value added", each of the above-named g~oups 
of industries (the seven in the western States and six in the 
southeastern States), showed very high rates of growth over the 
1954-1963 period. Rail transportation dominates the movement of 
the commodities for the industries detailed above, with certain 
exceptions: Truck transportation apparently is able to attract 
substantial amounts of traffic between the two regions with 
respect to fresh vegetables and-frttit; certain food products (not 
identified, other than that they include both frozen and unfrozen 
products); and certain unspecified manufactured commodities. In 
each instance, however, rail transportation handled vastly more 
traffic than was moved by trucks. Intercoastal vessels handle 
a substantial volume of chemical products broadly classified as 
Industrial Chemicals, Chemical Specialties, and Coal Tar Products, 
NEC. 

Southern Pacific's evidence indicates that truck trans­
portation has indeed made strong gains in the handling of fruit 
and vegetable traffic and that rails are suffering a declining 
participation in grain traffic (wheat and feed corn) moving as 
domestic and export traffic generally within the area defined 
earlier as the Central States. Truck and barge movements have 
increased for export wheat traffic to Gulf ports to the point 
where the rail share, dominant in 'the mid-1950's; had shrunk to 
less than half of such traffic received at Houston and New Orleans 
in the early 1960's. Southern Pacific's evidence beyond this 
confirms generally that motor carriers are least effective com­
petitors for transcontinental traffic as defined by the Examiner, 
and most effective for traffic moving wholly within a more limited 
region such as the Central States. The major exceptions, as found 
also by Santa F~are truck movements of fresh fruits and vegetables. 

North Western, situated as it is almost wholly within the 
Central States (except for South Dakota and Wyoming), presented 
evidence concerning intermodal competition as it exists within 
the northernmost of those States (Illinois, Iowa, Minnesota, 
Missouri, Nebraska, and Wisconsin), and also South Dakota and 
Wyoming, roughly comprising the carrier's service territory. 
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About SO percent of North Western's total freight volume moves within the territory covered by its intermodal competition evidence. The area is also served by Milwaukee, Soo, the former Burlington, Rock Island, the bridge routes of Illinois Central and the Gulf, and the northernmost lines of MoPac-C&EI, Katy, Frisco1 Kansas City Southern, Santa Fe, the westernmost lines of Norfolk & Western, the Nebraska and Kansas lines of Union Pacific and the Missouri lines of Cotton Belt (see Map A). 

North Western's study also documents a declining rail participation in grain traffic, with a corresponding increase in truck and barge movements of grain. Rail rate adjustments on grain and coal shipments failed to arrest the decline in overall terms. Coal is barged on the inland waterways including the Great Lakes to points of consumption on North Western lines. In several such instances, the railroad handled none of the traffic to these points. Trucks largely have taken over movement of coal from Great Lakes ports to inland customers. Rail unit trains, moving at reduced rates, have recaptured some coal traffic between a few of the points served in common with waterway carriers. 

As is the case generally, pipelines where they exist for the movement of liquified petroleum gas, have diverted from rail carriage just about all movements of such commodity. Pipelines now supply natural gas to many former North Western receivers of coal and fuel oil. Also, there is a virtual disappearance of the once extremely heavy movement by rail of livestock traffic. Of considerably more importance from a revenue standpoint, manufactured goods transported within the region are now hauled primarily by truck (64% of the total rail and truck tonnage}. One area, of course, where railroads have been able to recapture business from highway carriers is with respect to automobile shipments. North Western's revenue from this traffic, for example, tripled from 1957 to 1963. 

The MoPac-T&P-C&EI system lies principally in the southern portion of the Central States. MoPac presented evidence covering intermodal competition in this t~rritory. The area is also served ·by all or a large part of the lines of Kansas City ~uthern­L&A, Katy, Frisco, and Rock Island, among the Central States carrieis; the eastern lines of Southern Pacific-Cotton Belt, Santa Fe, and Ft. Worth & Denver; and the southern lines of Gulf and the Illinois Central (see Map A). In this territory are the lower portions of the Mississippi, Illinois, and Missouri River waterways; the Red, Ouachita, and Arkansas River waterways; and navigable extensions from the named waterways, collectively referred to here as the Mississippi River System. The Gulf Intracoastal Canal also is located in the territory. 
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From 1955 through 1964, Mississippi River System tonnage in domestic barge traffic increased 38 percent to 226.5 million tons, and ton-miles increased 69 percent to 80.1 billion. Over the same period, domestic barge traffic on the Gulf Intracoastal Canal between New Orleans and the border between Texas and Mexico increased 75 percent to 92.7 million tons. In 1964, over 27 million tons of domestic barge traffic moved locally within the general area served by MoPac. After eliminating crude petro­leum and petroleum products traffic from the above-described inland and coastal waterways traffic, MoPac estimated that approxi­mately 61 million tons moved by water in the area were potential rail traffic. However, as MoPac also notes, rail rate reductions are the principal means of attracting or retaining traffic sus­ceptible to movement by waterway carriers. Obviously, in view of the results of the several studies described above, such rate reductions have had some success in specific instances, but inland waterway transportation has held its relative share of traffic since 1950 (see ·rable 141). MoPac's evidence shows that in 1964, nearly nine-tenths of domestic barge and coastal ton-miles were generated on traffic not subJect to regulation by the Commission. With respect to motor transportation in the area, MoPac's evidence shows much the same trends as were detailed earlier for other areas. 

Findings and Conclusions 

The subordinate findings of fact heretofor set forth support the following findings and conclusions: 

Intermodal Competition 

1. Public investment in highway, waterway, and air transport facilities has provided the opportunity for the establishment and growth of rail-competitive transportation systems throughout the Western District for air and highway transportation and in the vast area of the District served by the Mississippi River waterway system and the Gulf Intracoastal Canal. 

2. Highway and water transportation not subject to regulation has become a sig­nificant substitute for, and has captured from the railroads much -of the relatively long-haul regional grain traffic. 

3. Highway transportation handles traffic consisting of commodities never moved by rail, and which have been developed as a result of the rapid evoluti~n of tech­nology, e.g., electronic equipment. 
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4. Highway transportation actually has 
become a highly effective substitute 
for rail transportation, with one or 
two notable exceptions, for small 
shipments. 

5. Highway transportation is least effective 
for movements of over 1,000 miles; the 
effectiveness on a wide variety of com­
modities increases substantially as 
distance decreases. 

6. Rail-highway competition is most intense 
for Western District railroads in the 
Central States area as defined herein. 

7. Highway transportation of transcontin­
ental traffic, as d~fined by the Examiner, 
is limited mainly to movements of fresh 
produce and food products and a nearly 
insignificant amount of manufactured goods, 
in total comprising less than 10 percent 
of total rail and truck tonnage, the exact 
amount being indeterminate on the basis of 
the data of record. 

8. Corallary to finding 2, above. The 
rapidly developing, modern highway system, 
together with the continuing technological 
progress in highway transportation and more 
liberal limits on size and weight of motor 
vehicles, the trucking industry, both 
for-hire and private, has not yet realized 
its full potential. 

9. Pipeline operations have diverted from 
rail transportation almost 100 percent of 
the former rail movements of petroleum, 
petroleum products, and liquefied pet­
roleum gas. However, rail capacity has 
remained at the same level, and in this 
area, another significant factor in rail 
over-capacity is clearly evident. 

10. Air freight traffic, as yet only a very 
minor portion of total freight traffic, 
is growing. With the advent of high­
capacity aircraft at hand, air transpor­
tation will increase in importance as a 
truly competitive mode particularly with 
respect to commodities of lower value than 
heretofore handled. 
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11. At the time of hearing, intercoastal 
shipping between Pacific Coast ports 
and ports on the Atlantic and Gulf Coasts 
consisted primarily of commodities which 
are iil-suited to rail transportation. 
However, judicial notice is taken of the 
tremendous growth of water carrier con­
tainership operations in the described 
intercoastal area. 

12. Inland domestic waterway transportation 
is most effective in relation to Western 
District railroads in the Central States 
area, specifically for movements of grain, 
petroleum products, coal, sand and gravel, 
and other bulk commodities on the Mississippi 
River System and, that System in conjunction 
with the Gulf Intracoastal Canal. 

13. Railroads, through rate reductions and 
establishment of unit trains, have achieved 
some partial success in attracting some coal 
and grain traffic formerly moving via the 
Great Lakes and inland waterways. 

14. Other traffic, such as automobiles, has also 
been attracted back to the rails. 

15. Public investment in highway, waterway, and 
air transport facilities has provided the 
opportunity for the establishment and growth 
of rail-competitive transportation systems 
throughout the Western District for air and 
highway transportation and in the vast area 
of the District served by the Mississippi 
River waterway system and the Gulf Intracoastal 
Canal. 

Economic and Intramodal Competitive Interrelationships 
Among the Rail Carrier Parties 

1. By almost any economic measure, such as 
physical size of plant, financial resources, 
traffic volume, and traffic density, the 
Santa Fe, Burlington Northern, Southern 
Pacific, and Union Pacific dominate the 
Western District railroads .• 

2. Competition between the northern corridor 
railroads in transcontinental operations 
is most intense in the States of Washington 
and Oregon, primarily at points served in 
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common by Union Pacific and Burlington 

Northern. And, Milwaukee and the Soo 

(the latter ii conjunction with parent 

Canadian Pacific) to and from Washington 

and Oregon h~storically have handled minor 

shares of traffic moving transcontinentally 

compared to the Union Pacific and Burlington 

Northern. 

3. North Dakota, South Dakota, and Eastern 

Montana are not among the larger traffic 

producing or receiving -areas in the Western 

District, and the importance of the traffic 

which is originated or terminated in the 

three States is mostly in the area of agri­

cultural products. In the Dakotas, Burlington 

Northern and the Milwaukee serve diverse areas and 

competition between the two carriers is virtually 

non-existent. Union Pacific is practically non­

competitive in Montana, and in Southern Idaho 

traffic is non-compet.itive, with the area being 

exclusively served by Union Pacific. 

4. In the Portland area, traffic interchanged 

between Southern Pacific and either Union 

Pacific or Burlington Northern is largely non­

competitive and comprises mainly north-south 

traffic moved cooperatively to and from points 

served exclusively by each of the three 

carriers. Southern Pacific's interline traffic 

originated or terminated in Oregon generally 

south of Eugene is largely non-competitive at 

points served exclusively by Southern Pacific. 

S. Competition between the Burlington Northern­

Western Pacific-Santa Fe route via Bieber 

and the Southern Pacific's .single-line route 

along the Pacific Coast is limited in intensity 

and further limited to traffic moving to and 

from points served in common by Southern 

Pacific, on the one hand, and Santa Fe or 

Western Pacific on the other hand in the area 

south of, and including the San Francisco 

Bay-Sacramento area. 

6. Competition for transcontinental traffic by 

northern corridor carriers vs. central corridor 

carriers is limited to traffic originating or 

terminating in Washington and Oregon, and, for 

Oregon traffic, there is a limited amount of 

competition between Southern Pacific's southern 

corridor route and the routes lying in both the 

central and northern corridors. 
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7. Prior to modification of Condition e'in 
the Central Pacific case, Union Pacific 
and Southern Pacific worked as one to 
implement the terms of that condition. 
Since modification of Condition'e', it is 
now incumbent on Union Pacific, Southern 
Pacific, Western Pacific, and Rio Grande, 
to utilize the Utah gateways for the 
maximum amount of traffic moving between 
the territories described in the condition, 
and without discrimination as among them­
selves. 

8. The Cotton Belt in its operation is free 
of the provisions of Condition'e: 
Accordingly, Southern Pacific through 
solicitation by the Cotton Belt, handles 
traffic between the desc~ibed territories 
embraced in the condition over the Southern 
Pacific-Cotton Belt route through the 
southern corridor. Further, there is nothing 
to preclude shippers and receivers in the 
territories from routing their shipments via 
the southern corridor route. 

9. Western Pacific, with a highly limited 
service territory in California,. must depend 
on Santa Fe for traffic from the remainder 
of the area. Such de~endency, at its best 
is a poor one, since the Santa Fe is not 
subject to the provisions of Condition ' 'e' 
and has its own transcontinental routes from 
the territory. The Western Pacific ~as no 
real strength as a competitor on transcon­
tinental traffic through the central corridor • 

. 10. Since World War II (about 1945), the Rio 
Grande has become an effective competitor 
for less than 150,000 cars of transcontin­
ental traffic annually. For the movement 
of such traffic west of the Utah gateways, 
the Rio Grande is dependent upon the 
Western Pacific and Southern Pacific, and 
is dependent on MoPac, the former Burlington, 
and the Rock I~land for movement of such 
traffic east of the Colorado gateways. 
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11. Rio Grande's weakness as a competitor on 
transcontinental traffic vis-a-vis the 
Union Pacific is as a result of various 
factors; namely, that the Rio Grande 
possesses a small service territory, that, 
in such transcontinental movements, it is 
entirely a bridge carrier dependent upon 
connections at both ends of its routes, 
that at the west end its largest connecting 
lines, the Union Pacific and Southern 
Pacific, in their own transcontinental 
operations have interests contrary to that 
of the Rio Grande, that the two named con­
necting lines for obvious reasons too 
numerous to mention find it to their own 
best advantage to work together contrary 
to the interest of the Rio Grande, and the 
foregoing holds true with or without regard 
to modified Condition'e; · and that the one 
carrier, Western Pacific, whose interests 
are most closely tied to those of the Rio 
Grande, is itself a weak transcontinental 
participant of little competitive sig­
nificance. 

12. The comparatively favorable financial posture 
and level of profitability of Western Pacific 
and Rio Grande are the results largely of the 
absence of low density branch lines, long hauls 
for the bulk of the traffic handled in trans­
continental service, and, for Rio Grande where 
short hauls are involved, they consist of heavy 
volumes ~f local traffic and traffic originated 
on line, primarily products of mines involving 
a minimum of terminal switching. 

13. Union Pacific possesses a major advantage 
in being able to funnel substantial volumes 
of traffic to and from virtually the entire 
Pacific Coast onto its lines between Granger, 
Wyo., and the Kansas City and Omaha area 
gateways with attendant high traffic density 
and operating effeciency. 

14. Although Union Pacific directly serves the 
Pacific Northwest and Southern California, 
it is wholly dependent on its connections 
at the Utah gateways for · Northern California 
traffic. 
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15. Union Pacific is wholly dependent on its 
eastern connections for movement of trans­
continental traffic and for traffic origin­
ating or terminating in the Central States, 
with the exception af the areas in Nebraska 
and Kansas, directly served by Union Pacific. 

16. Transcontinental traffic handled by Union 
Pacific is fragmented east of the Missouri 
River among the many carriers with bridge 
routes serving the IlliRois and the 
Mississippi River gateways at which con­
nection is made with' Eastern and Southern 
District carriers, the major exception being 
~he Union Pacific connection with Norfolk & 
Western at Kansas City. 

17. Santa Fe and Southern Pacific vigorously 
compete against each other for traffic 
originating or terminating in California in 
the area generally---f-rom and including the 
San Francisco Bay area southward through 
the San Joaquin Valley to and including 
the Los Angeles area. From the latter area 
eastward_through New Mexico, the two carriers 
serve, with the exception of Phoenix, terri­
tories mutually exclusive to each other, and 
traffic to and from points in this area is 
largely non-competitive as between the two 
carriers. 

18. In the Los Angeles area, competition offered 
by Union Pacific is strong with respect to 
its interline traffic terminated. In other 
respects, Union Pacific traffic to and from 
the Los Angeles-Barstow _area involves mainly 
traffic local to- its lines, traffic origin­
ated elsewhere by Union Pacific and inter­
changed with either Santa Fe or Southern 
Pacific for termination at -points on their 
lines in the area, and traffic originated by 
the latter two ca~riers in the area and 
terminated elsewhere on Union Pacific lines. 

19. Southern Pacific's transcontinental traffic 
consists primarily of shipments originated or 
terminated on its own lines. 

20. Southern Pacific dominates the flow of trans­
continental traffic through the southern 
corridor in the area west ef El Paso in terms 
of tonnage handled. 
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21. East of El Paso, some of Southern Pacific's 
transcontinental traffic is fragmented 
between other carriers. However, the largest 
portion of such traffic is retained on its 
own lines and lines of its subsidiary, 
Cotton Belt. 

22. Rock Island transcontinental traffic inter­
changed with Southern Pacific at Tucumcari 
eastbound consists principally of large 
volumes of perishables originated by 
Southern Pacific. 

23. Comparing Southern Pacific and the Santa Fe 
with its connections at the Mississippi 
River gateways, Santa Fe handles a minor 
portion of transcontinental traffic moving 
through the southern corridor to and from, 
the Southern District, all of which Santa 
Fe traffic must be moved and in cooperation 
with connecting carriers. 

24. Santa Fe, while operating through ~he 
southern corridor (from Texas points west­
ward to California), is primarily a mover 
of transcontinental traffic via Kansas City 
and Illinois gateways. In a practical sense, 
Santa Fe must be regarded as most competitive 
to central corridor carriers for traffic 
originating or terminating in the area of 
California from San Francisco southward to 
Los Angeles. 

25. Santa Fe participates in a large volume of 
traffic moving through the St. Louis gateways, 
but only to or from its Kansas City gateway 
connections with carriers also serving St. 
Louis, and in this respect Santa Fe and Union 
Pacific are geographically competitively equal. 

26. Of the four major transcontinental carriers 
(Santa Fe, Burlington Northern, Southern 
Pacific -and · Union Pacific) operating through 
the three corridors, Union Pacific is the 
only railroad serving West Coast points which 
does not serve one or more Illinois or 
Mississippi River gateways, and therefore 
viewed solely from an operating standpoint 
is at a disadvantage in terms of being able 
to offer uninterrupted, single-responsibility, 
expedited, and efficient service for its 
total volume of transcontinental traffic 
between the named points. 

- 550 -



F.D. No. 22688 

27. The Milwaukee, North Western, Rock Island, MoPac, Illinois Central, Gulf, and Burlington Northern each have bridge routes which connect with Union Pacific at the Missouri River gate­ways and with Eastern and/or Southern District carriers at the Illinois and/or Mississippi River gateways. Over such routes, the named carriers are highly dependent on Union Pacific and eastern connections for whatever volume of bridge traffic moves over their respective routes to and from Union Pacific. In· turn, the above-named bridge carriers have no sig~ nificant influence over the routing of the bridge traffic described, compared to Union Pacific and their eastern c·onnections. To the extent the bridge carriers can influence the traffic through solicitation efforts, the practical result is to bring to their own lines a thin slice of the Union Pacific traffic volume. 

28. The record is abundantly detailed and without dispute of any substance that the Central States are grossly oversupplied with railroad lines even in the late 1800's and early 1900's, when the region was almo·st entirely agrarian. Such oversupply existed despite the near mon~ opoly of transportation held at that time by the rail mode. 

Despite a considerable amount of railroad abandonments in the area over the past 50 years, excess rail plant still exists. 

Present-day excess capacity, which has carried over from the original overbuilding of rail lines in the Central States, is aggravated and continually increased by (1) new technology, particularly with respect to improved motive power, electronics for signaling and communi­cation, and roadbeds, and (2) the diversion from rail lines of high-rated commodities by trucks and high-volume movements of bulk com­modities by other modes and (3) consolidation of lines on the East; which have had the results of eliminating Central State carriers as bridge carriers. See, for example, Norfolk & W. Ry. Co. And New York, C.& St. L.R. Co. Merger, 324 I.C.C. 1. Collectively, these 
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factors have resulted in excess capacity 
for each of the rail carriers when, in fact, 
a decrease in overall capacity is needed in 
order to make the railroad industry viable. 

29. The discussed factors of excess capacity 
have adversely affected the Rock Island, 
North Western, the Milwaukee, and the Katy, 
and each plagued with an abundance of low 
density branch lines is in a very precarious 
position. 

30. Among the relatively more successful Central 
States carriers: MoPac-T&P-C&EI, Frisco, 
and Kansas City Southern-L&A, have relatively 
fewer low-density branch lines, particularly 
the latter system; the MoPac and Frisco 
systems possess route structures which con­
sist of bridge routes between several important 
gateways as opposeQ to being dependent on only 
one or two such routis for revenue1- Frisco has 
the added advantage of serving not only the 
lower Central States, but also territory deep 
in the _Southeast; Soo, while a bridge carrier, 
has the advantage of being an arm of parent 
Canadian Pacific; Illinois Central, Norfolk & 
Western1 and Gulf all have routes between the 
Missouri River and Mississippi River gateways 
but most of their operations are on lines 
extending outside the Western District; and 
additionally Illinois Central has the advantage 
of affiliation with Union Pacific, and the 
former Burlington, in conjunction with its 
parents- and now as part of Burlington Northern, 
historically has been an integral part of the 
northern corridor routes. While Burlington 
standing alone was characteristically a bridge 
carrier, its affiliation with Great Northern 
and Northern Pacific set it apart from the 
others. Now, with unification with its former 
parents, the lines of the former Burlington 
must be considered as but one segment of a 
single carrier comparable in all respects to 
Union Pacific, Santa Fe, and Southern Pacific. 

31. The MoPac-T&P-C&EI, the Frisco, and the 
KCS-L&A, despite the advantages found 
immediately above, are nonetheless in a 
potentially precarious operating position 
should there be any future substantial changes 
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in the present competitive environment. 
They are largely dependent on the corridor 
carriers for interline traffic, their 
principal source of operating revenue, and 
they must endeavor to retain a share of 
this traffic as do all the carriers and 
lines of carriers herein collectively 
called Central States carriers. 

32. Faced with rising costs, short hauls, 
fluctuating levels of agricultural traffic, 
overcapacity, increasing demands for expedite 
service, little ability to influence routing 
of bridge traffic and even a large portion of 
originating or terminating interline traffic,\ 
inability to attract capital, inability to · \ 

. effectively compete with other modes in the · 
region, and with little technological 
rationale available to justify intermediate 
switching of any k{nd attendant to bridge 
operations, the Central States carriers as 
bridge carriers are as obsolete to the needs 
of the railroad industry as the wood-burning 
steam locomotive. 

General Findings 

Overall, the Western District has experienced rapid 
economic growth in recent years. Table 142, which follows, 
shows some of the basic economic growth indicators to compare . 
the growth of States in the Western District served by appli­
cants relative to overall growth in the contiguous United States. 
Such information has been expressed in terms of percentage 
change over various time periods, varying because of data 
available at the time the evidence was prepared. 

Table 142 reveals generally across-the-board growth, 
well above the national rate, for the States of Arizona, 
California, Colorado, except cash receipts from farm marketing 
of crops, New Mexico, except for cash receipts from farm 
marketings of livestock and livestock products, Oregon with 
the same exception as New Mexico, and Texas. In terms of value 
added by manufactures, the rates of growth for all but five of 
the States shown exceeded the national rate. A similar situation 
obtains with respect to value of mineral production excluding 
crude petroleum, natural gas, and gas products. All of the 
States except Idaho, Montana, Nevada, and South Dakota had rates 
high~r than the national rate. It is emphasized that Table 142 
shows only relative rates of growth as opposed to absolute popu­
lation, employment, or production totals, and solely for the 
purpose of showing that the Western District States are generally 
growing at a rate faster than the United States as a whole. 
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TABLE 142 

RELATIVE GROWTH OF STATES SERVED BY 
APPLICANTS IN WESTERN DISTRICT 
COMPARED TO CONTIGUOUS UNITED STATES 
EXPRESSED AS PERCENTAGE CHANGE 

1965/t 940 
1965/t 940 Cash Receipts 1963/t 939 1963/t 940 

1965/1940 1960/1940 Cash Receipts Farm Marketings Value Added Value of Minenl 
State PoQulation EmQloyment Farm Marketings-CroQs Livestock ~ ~tod. by Manufactures Production* 

Arizona 222.3 197.5 988.5 712.7 1,883.1 463.9 

Arkansas 0.5 1.8d 472.7 793.4 1,346.2 537.2 

CalHotnia 169.4 140.0 439.9 523.5 1,428.9 328.8 

Colorado 75.3 87.2 319.0 545.7 1,221.6 206.2 

Idaho 31.8 49.5 670.8 333.5 1,130.1 102.9 

Illinois 34. 8 37.1 475.8 263.0 569.3 1,91.4 

Iowa 8 .7 18.3 328.9 358.6 839.6 275.6 

Kansas 24.0 40.0 454.5 361.1 1,144.0 169.7 

Louisiana 49.5 33.2 358.1 590.2 864.9 737.8 

Minnesota 27.3 32.9 354.3 309.8 814.5 252.8 

Missouri 18.8 23.8 572.3 289.9 638.4 216.8 

Montana 26.2 28.0 301.8 361.9 508.4 59.4 

Nebraska 12.2 24.5 651.5 460.8 995.7 632.0 

Nevada 299.1 189.3 473.8 239.2 824.7 100.8 

New Mexico 93.5 120.9 505.2 288 . 6 1,632.0 534.4 

Oklahoma 6.3 24.2 240.0 341.6 861.6 100.9 

Oregon 74.4 65.3 423.9 234.7 905.0 458.3 

South Dak. 9.3 19.0 304.6 579.3 613.8 128.2 

Texas 64 •. 5 62.8 414.0 354.6 1,479.9 500.3 

Utah 79.9 105.2 198.5 280.0 1,539.6 171.5 

\vashington 72.2 73.5 394;2 271.6 1,031.3 154.6 

Wisconsin 32.1 38.9 426.7 291.7 686.4 393.1 

Wyoming 35.6 42.5 192.6 252.4 432.6 524.5 

u.s. 46.5 46.2 402.7 348.4 684.5 138.4 

d. Decrease 

* Excludes petroleum (crude) and natiral gas and gas products. 
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On the record made, it is evident that the area served by the rail carrier parties is one characterized by a growing diversity of manufactured goods from both production and con­sumption standpoints, substantial increases in-, and concen- · tration of population along the Pacific Coast and in Texas, and increasing wealth derived from natural resources. In the Central States, while population has increased more slowly, agricultural production has increased in terms of both value received and volume shipped. While vast areas of the Western District remain low in population compared to Illinois or California, as . examples, the production of forestry products, agricultural products and products of mines from these- areas have become increasingly valuable to the entire Nation. While the national economy may have slowdowns or even reversals, the constantly expanding population in the United States insures an increasing demand for goods and services including transpor­tation as reflected in the earlier discussion underlying Table ·141. 

The foregoing discussion i~ this section of the report involves a_very necessary and~ly detailed analysis of the cpmpetitive postures of all the railroads in the Western __ Dis.trict., bQ_th. indiyidually and as parts of a vast, inter­related transportation complex. Clearly the -uril.{ications here proposed go far beyond effectuating merely basic changes in the physic·al operations and corporate structures of applicants alone but rather reach far beyond and include as one of the most important elements of public interest the individual interests of that large group of carriers serving approximately two-thirds of the area of the 48 contig~ous . 48 States. Ultimately, the practical overview effects reach the entire 48 States. Not since some 50 'years ago, see Consolidation of Railroads, 63 I.C.C. 455 (1921), has the Commission had before it rail unifications so broad -in scope a'nd effect. In its consideration and determina­tion of the numerous and often conflicting proposals here involved, the Commission; in the exercise of its authority urtder the · act, must function as ·the guiding architect under such proposals. It is in the context of the foregoing that the proposed tPansactions will next be considered. 
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Perhaps most important in a transportation sense, the 
States on the West Coast, and the States of Arizona, Colorado, 
Nevada, New Mexico~ Utah, and Texas, have all shown continuous 
high rates of growth compared to the national rate. On the 
other hand, the Central States, except for Texas and Louisiana, 
have shown population growth rates well below the national rate. 
At the same time, the Central States over the 1940-1965 period 
have consistently accounted for approximately one-third of the 
annual national total of cash receipts from farm marketings of 
crops. Value added by manufactures in the Central States 
increased slightly from 20.5 percent of the national total in 
1939, to 22.2 percent in 1963, primarily because of ·increases 
in Texas, which accounted for 1.8 percent in 1939, and 3.7 
percent in 1963. California leads all other States shown in 
the table in terms of actual 1965 population, 1960 employment, 
1963 value added by manufactures, _ 1963 value of mineral pro­
duction, and 1965 cash receipts from farm marketing of crops. 
Only Iowa received greater cash receipts for farm marketing of 
livestock and livestock products in 1965. 
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PART H: DISCUSSION ·.& 't CONCLUSIONS - MERITS OF NORTH WESTERN CONTROL APPLICATION AND RELATED APPLICATIONS; DISPOSITION OF SANTA FE PURCHASE APPLICATION AND RELATED APPLICATIONS; SP PETITION FOR INCLUSION 

Previously herein there has been discussed in complete detail all the relevant factors bearing upon the applicant and intervener rail carriers' plants and operations • . As directly pertinent to the Rock Island, the discussion includes the full scope of economic and financial matters and the preliminary con­clusions thereon which pertain to the carrier without regard to the merits of the considered applications. (See Part B). Such matters and things will hereafter be restated or summarized only where necessary to afford a better understanding and continuity of dis­cussion in a consideration on· the merits of the various transactions. 
North Western, in support of its proposed acquisition of control, presented a vast volume of evidence bearing upon the numerous issues involved. Its two-volume brief consists of 470 pages. Volume I deals with a control of the Rock Island by a merged North Western-Milwaukee (CM&NW) and also North Western's opposition to the Union Pacific and Southern Pacific merger and purchase appli­cations. Volume II contains various appendices: Appendix D deals with the considered application filed _under section 5 for the acqui­sition ' of control of the Rock Island by the North Western alone (rather than by a merged North Western-Milwaukee); Appendices A, B, C, E, F, and G, embrace, :(or North Western and CM&NW, such matters as financial data and analysis, operating economies, revenue losses estimated as a result of the Union Pacific transaction, the alleged impact upon other carriers as a result of the control proceeding, and proposed service improvements under the control; Appendix H­protective labor conditions; Appendix I-the North Western-Santa Fe agreement; Appendix J-an issue of pooling arising under certain operations which would be instituted following the proposed control; and Appendix K-requested finding. 

For the reasons already detailed, the matter of the study of a unified North Western-Milwaukee acquiring control of the Rock Island is no longer a live issue and unnecessary for disposition herein. It similarly follows that all matters set forth in the brief, and in particular,requested findings, which deal with a CM&NW control of the Rock Island have been eliminated as relevant and necessary elements for determination. 

In connection with the matter of requested findings, there are a number of such sought by North Western which deal with various financial and directly related aspects of the proposed control. The following are :· restated i solely for the purpose of eliminating reference to the no longer involved CM&NW: 
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7. During the interim period of control, the North Western is committed to furnishing the Rock Island with whatever financial assistance may be necessary to complete the Rock Island's capital spending program and to restore the Rock Island to financial health. Considering the nontransportation sources of funds available to the North Western directly and through Northw·est Industries, the North Western possesses the requisite financial resources to render all needed financial assistance to the Rock Island. The resources of Northwest Industries are available for the task of rehabilitating the Rock Island, and indirect control of the Rock Island by Northwest Industries thus makes an affirmative contribution to the development of a more efficient and more modern rail system in the Western District. 
14. The North Western's exchange offer to the Rock Island stockholders has been accepted, subject to Commission approval, by holders of some 54.3% of the Rock Island's common stock. The exchange of North Western securities and cash for common stock of the Rock Island is fair and equitable. 
15. The manag~ment of North Western has evidenced a genuine concern for the rights of minority stockholders. During the interim period of control, the management of North \vest ern intends to take all necessary steps fully to protect the interests of minority stockholders in the Rock Island, to preserve the viability of the Rock Island as an independent railroad, and to improve and upgrade its facilities and services. 
16. The issuance of capital stock and 6% Collateral Trust Income Bonds by the North Western to consummate the proposed transaction (a) is for a lawful object within the corporate purposes of the North Western and is compatible with the public interest, which is necessary or appropriate for or consistent with the proper performance by the North Western of service to the public as a con@on carrier, and which will not impair the · ability of the North Western to perform that service and (b) is reasonably necessary and appropriate for such purpose. 17. The acquisition ~f control of the Rock Island by the North Western will not give rise to any increase in fixed charges contrary to the public interest. 
23. Considering the willingness and ability of the North ;Jestern to provide funds for the rehabilitation of the Rock Island's properties, a unification of the Rock Island with the Union Pacific with or without a sale of certain properties to the Southern Pacific is unnecessary to the preservation and improvement of the rtock Island's services; and 
27. The following conclusion is warranted by the record: (b ) The acquisit i on of indirect control of Rock Island by North>vest Industries is also con­sistent with the public interest. 
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The requested findings detailed above fall within several of the critical issues of "public interest" for determination by the Commission in passing upon transactions proposed under section 5(2)(a). Section 5(2)(c) specifically sets out four standards for consider,criorP~nd other standards are spelled out under section 5( 2)( e). Similarly, the terms and conditions under which selling stockholders would dispose of their interests must be found to be just and reasonable. See: Schwabacher v. United States, 334 u.s. 182, the Schwabacher case. With respect to the financial ability of the acquiring carrier as stated by the Commission in Pennsylvania R. Co.-Merger-New York Central R. Co., 327 I.C.C. 475 at 493 and 494: 
Our concern with the financial condition of carriers is primarily in connection with the administration of the law in accordance with the objectives of the national transportation policy, viz "developing, coordinating, and preserving a -national transportation system by water, highway, and rail, as well as other means adequate to meet the needs of the commerce of .the United States, of the Postal Service, and of the national defense.f Without financial well being, a national ·· tiansporta tion system cannot long exist as a group of privately owned enterprises. 

6~c) In passing upon any proposed transaction under the provisions of this paragraph (2), the Commission shall give weight to the following considerations, among others: (1) The effect of the proposed transaction upon adequate transportation service to the public; (2) the effect upon the public interest of the inclusion, or failure to include, other railroads in the territory involved · in the proposed transaction; (3) the total fixed charges resulting from the proposed transaction; and (4) the interest of the carrier employees affected. 
70(e) No transaction which contemplates a guaranty or assumption of payment of dividends or of fixed charges, shall be approved by -the _Commission under this paragraph (2) except upon a specific finding by the Commission that such guaranty or assumption is not inconsistent with the public interest. No transaction shall be approved under this paragraph (2) which will result in an increase of total fixed charges, except upon a specific finding by the Commission that such increase would not be contrary to public interest. 
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In the event an affirmative :ini ing in t he publ i c i nterest on the several above-described essential iss ues may nvt properly be made, it >vould serve no real purpose to discuss other areas in which applicant may or ·.1ay not £1ave net i ts burd en o:f proof . See, for example, the order entered ~-. :arc '.1 3C , 1970 , in t he Milwaukee proceeding denying the transaction on the ground that the Commission could not find t he .t e r ms of t he proposed stocl~ exchange just and reasonable. 

Reasonableness of Stock :Exchange ,atio 

The stock exchange ratio which North Western offers the Rock Island stockholders is based on a plan which was developed over a period of time beginning early in 1962 in connection with merger negotiations with the Rock Island. North Western 1 s offer to - Rock Island stockholders reflects the consideration it gave to the fact that the competing Union Pacific offer was an offer of securities in a large, diversified enterprise, whereas the North Western was offering an interest in a still struggling railroad . North Western in its determination of the fairness of the exchange ratio did not compare earnings per share of the companies involved. Instead, it determined the fairness of its offer by measuring its market value as of the latest practical date and comparing that value with the value as 6f the same date of the securities to b e surrendered. Furthermore, at the time that the final plan was being developed Rock Island stock was a dividend paying security, whereas, North Westerns 1 preferred and common stocks were not. Thus, the offer was designed to afford the accepting Rock Island stockholders: 

(a) North '¥estern common stock, on the basis that, with a 100% exchange, Rock Island stockholders ; would have an approximately equal participation with its own stockholders in the equity of the 
North \vestern. 

(b) Collateral Trust Income Bonds to insure Rock Island stockholders a call on income of the North Western . prior to any claims of North Western preferred and common stockholders, to the extent of $1.80 per share of Rock Island stock (6 percent rate on the $30 Bond = $1. 80), 

(c) And $5 in cash, to proviqe for any necessary Federal income tax payments that may result from the trans­action. 

When the offer was formulated in 1963, Rock Island had 2, 916,711 shares of common stock outstanding. The North \¥estern had 810,320 shares of common stock outstanding and, on the basis of the 0.2778 exchange ratio, it was offering the selling Rock Island shareholder an almost 50 percent ownership of stock in the 
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North Hestern. On the assumption that 100 percent of the Rock Island stockholders would accept the offer and had the transaction been consum::1ated in 1963, each group of equity holders would. actually have owned SO% of the North Western. 

However, as of ":larch 31, 1966, the number of North 'tv estern common s hares had a better than a 50 percent increase or 482,349~ shares, to a total of 1,292,669~ , be cause of the con­version of the Company's Second ?·1ortgage 4~ Convertible Income Bonds, Convertible Preferred Stock and the exercise of Stock Options. In turn, on the same date, the number of Rock Island shares had slightly increased by only 3,100 shares to 2,919, 811. Accordingly, as of March 31, 1966, had 100 percent of the Rock Island stockholders accepted North Western's offer, they would have ac-quired a common stock equity ownership in the North \vestern of 38.6 percent. A further decrease in their equity ownership was accomplished after giving effect to the merger of the Great ~vest ern into the North 1vestern. As of March 31, 1968 , on the basis of 100 percent acceptance of North Western's offer Rock Island stockholders would hold approximately a 26 percent interest in the unified company. Such a block of stock 1-.rould be of significance if the remaining shares were widely distributed; but, as later detailed, such would not be true. In connection with the securities that we re to be included in its exchange offer, North \vestern obtained t he services of a highly qualified analyst of railroad securities who had appeared before the Cormnission as an expert witness in a number of railroad proceedings. He was called upon to estimate the market value of the North ~:Je st ern's offer. 

In order to determine the value of the common stock portion of North Western's package, the analyst used the closing price of North Western's common stock on }!ay 20, 1966, ';vhich was the latest available data. As of that date the stock closed at $114 3/4; and by multiplying this amount by 0.2778, the resulting value f or the common stock portion 1vas $31.88. 

Computing the mark et value of the 6 percent Collateral Trust Income Bonds presented a problem because it had not yet been issued and no actual marke t quotation could be obtained . The analyst concluded that it could best be estimated by com­paris on with existing bonds of comparable quality. The follm-.ring five issues, all rated B or Caa by .Moody's and which paid interest for two or more years, 1-.rere considered reasonably comparable to the proposed "Collateral Trust 6s" in quality; and, further, in the analys~'s judgment the proposed issue would sell on a similar basis: 
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?'1oody 
Rating 

Caa 

Caa 

B 

B 

B 

Issue 

Chicago & Eastern 
Illinois Income 
Debenture 5s 2054 

Chicago, Milwaukee, St. 
Paul, and Pacific Income 
Debenture 5s 2055 

Missouri Pacific Income 
Debenture 50s 2045 

St. Louis-San Francisco 
Income Debenture Ss 2006 

Wisconsin Central General 
Mortgage Income 4 1/25 
Series A, 2029 

F.D. No. 22688 

Closing Price 
~1ay 20, 1966(a) 

68 

72 

71 S/8 

81 3/4 

65 

Average 

(a) If bond did not trade, 11 A. M. offering price is used. Yields of bonds dealt flat _are adjusted for interest i ncluded in price. 

Current 
Yield 

7.38% 

7.02% 

7.05% 

6.3% 

6.95% 

6. 88% 

NOTE: Current yield equals price less interest included in price of bonds dealt flat. 
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As shown above, the financial analyst concluded that the Collateral Trust Income Bonds >vould sell on at least the 6.88 percent basis which represents the average yield of the five selected issues. Thus the price of the $30 principal amount Collateral Trust Income Bond, at a factor of 87i, would have a current market value (as of May 20, 1966) of $26.18. The analyst estimated the value of the entire North Western package by adding together the bond, the value of the fractional share of North w·estern common stock and the cash component, as follows: 
1. 0. 2778 Shares of North \vest ern Common Stock at $114 3/4 per share (Hay 20, 1966) $31.88 

2. Cash 
5.00 

3. North Western Collateral Trust Income Bond 26.18 

Estimated Value of Package $63. 06-

The price of a share of Rock Island stock on May 20, 1966 'vas $32i. 

The financial analyst l-ras requested to update his compu­tations of the package deal. He estimated the market value of North Western's offer as of May 20, 1968. It is noted that in the interim period and since Northwest Industries acquired control of the North Western, · North Western's common stock is no longer listed on the New York Stock Exchange. Inasmuch as it is sold over-the-counter, the analyst, in computing the value of the fractional share offered the Rock Island stockholders, took the mean between the bid and ask price for North Western cooonon stock on May 20, 1968 , which was $120 and multiplied it by 0 .277 8 . The resulting value for the fractional share was $3 3.34. 
In order to up-date the value of the bond component of North Western's offer, the data shown above for the Collateral Trust Income Bond was revised to reflect current price, rating and yield data. In the revision which follows, the analyst substituted two different issues in order to maintain com­parability; one issue having been eliminated because of an increase in rating and the other issue because of a default in interest payments: 
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Hoody 
Rating Issue 

B Chicago Great Western 
General Income 4 1/25 
2038 

B Central of Georgia General 
Income 4 1/25, Series B, 
2020 

Caa Chicago, llilwaukee, St. 
Paul And Pacific Income 
Debenture Ss 2055 

B Missouri Pacific Income 
Debenture Ss, 2045 

B Wisconsin Central General 
Income 4!s, Series A 
2029 

F. D. No .• 22688 

Closing Price 
May 20, 1968(a) 

56 -

so 

57 7/8 

59 3/4 

55 

Average 

(a) Closing price or 11 A.M. bid quotation. 
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Current 
Yield 

8.13% 

9.05% 

8.77% 

8.47% 

8.22% 

8.53% 
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Using the above up-dated computation, the analyst concluded 
that as a minimum expectation, the Collateral Trust Income Bonds 
wo~ld sell on about an 8.53% current yield basis. To provide 
such a yield they would have to sell at 70 3/8. Using this 
valuation figure the $30 principal amount of Collateral Trust 
Income Bonds would have a current market value of $21.11. 

The up-dated estimated value of the entire North 1 ~estern 
package would be as follows: 

(1) 0.2778 Shares of North Western Common Stock $33.34 

(2) Cash 5.00 

(3) $30 North Western Collateral Trust Income Bond 21.11 

Estimated Value of Package $59.45 

The analyst concluded that current market value of the 
Rock Island's stock or any price recorded over the five years, 
could not be justified. At the same tim~ he adopted no formula 
for evaluation of the Rock Island stocK. But net effect of the 
analyst's conclusions was predicated on market values of the 
securities. He estimated ·the value of the Nortb vlesterns 1 offer, 
as set forth immediately above and as of May . 20, 1968, to be 
much in excess of the then current market price for the Rock . 
Island stock of $21.75 per share. Even disregarding the recog­
nized criteria utilized in the exchange of railroad securities 
in cases ·such as here presented, See: the Sch>vabacher case, 
Louisville & N.R. Co. Merger, 295 I.C.C. 457 at pages 493-500, 
and Erie R. Co. Merger, 312 I.C.C. 185, the latter affirmed in 
Albert Fried .vs. US and ICC 212 Fed Supp 886 , Seaboard Coast 
Line R. -Co.-Merger-Piedmont, 334 I.C.C. 378, there is no sound 
basis for concurring in the analy~t's view that the North Western 
exchange offer is fair and equitable and extremely generous whe~ 
vie•-1ed in the light of the real determinative market and other 
factors discussed below. 

As seen, the North Western's offer has been altered 
substantially as to the relative participation in the management 
of North \vestern, and there exists a number of serious consideratio 
which would adversely affect the marketability of North Western's 

7--------------
~vithout setting forth the details, the analyst · concluded that 
the Rock Island stock would have a fair potential earnings of 
$4.38 per · share. .He further referred to price-earning ratio of 
four railroads which ranged from 9.5 to 12.4 or on such a basis 
giving a fair price range for the Rock Island stock according to 
the analyst's own figures of from $56.91 to $61.86 per share. 
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common stock, the estimated market value of rorth liestern 1 s 
6 percent Collateral Trust Income Bonds, a nd orth j estern 1 s 
ability , as a result of the proposed control, to roduce 
income fo r holders of the interest bearing Collatera l Trust 
Income Bond . 

The significance of equal ownership in the orth Western 
was a very attractive element in orth Western's exchange offer 
to Ro ck Island stockholders. However, over a period of time, 
as a result of security conversions, Torth t estern's subsequent 
merger with Great I estern, a nd the subsequent conversion of 
No rth Tvestern into a wholly owned subsidiary of orth\vest 
Industries, a diversified , nontra nsportation conglomerate, Rock 
Island stockholders, even with 100 percent acceptance of orth 
Western's offer, would receive only about 26 percent int erest in 
North Western. The Rock Island stockholders would have little 
voice and certainly no strong voice in the mana gement of orth 
1lestern whose remaining 74 percent stock is concentrated in the 
hands of Torthwest Industries . 

~ioreover, ,..,i th ·orthwest Indus tries standing as the parent 
compa ny, the inducement r.1ade to the Ro ck Island stockholders 
that they would be come stockholders in a iversified 1 orth ~estern 
is no longer true . ~ urther, as indicated by the previously 
referred to orde r entered in the :Iilwauke e case on .larch 31, 1970, 
there is little likelihood , if a ny at all, that the exchanging 
Rock Island stockholders would ultimately become stockholders of 
r1orthwest Industries, as occurred in the Great Western case, or 
even that the railroad in which they held stock would continue for 
long as the subsidiary of Torthwest Industries . 

ro criticism is being made of the fact that currently the 
No rth 1Testern co rrunon stock is not a listed security and i s not 
being actively traded. At the same time the single over-the-count 
offering price of $ 35 as of }~rch 31 , 1970 , is a most unreliable 
yardstick to arrive at a fair market value . Use of the earnings 
factor, in a ·price times earnings ratio, is certainly warranted 
under the circumstances . Such cri ter i a and the a bove - discussed 
developments concerning iorthwest Industries ' present activities 
in seeking to dispose of Torth ~estern's transportation assets 
demands that the carrier's transportation and nont ransportation 
earnings be viewed separately. 

~lith respect to the foregoing, the analyst set forth in 
his evidence (Exhibi t No. 11 89) a table showing average earnings 
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for North Western over the 3- year period 1965-1967/2 As regards 
the transportation and nontransportation earnings of North Western, 
the analyst ma kes the following critical statement: 

11 The table points up the lamentable fact that North 
Western 1 s railroad operations alone are producing only a 
nominal profit for the connon stockholders; the dividends 
on the common are supported primarily by 1~ orth ~'!estern 1 s 
chemical operations . 11 

The table of the analyst for his averaged 3-year period 
shows that a f ter elimination of the income derived from 
nontransportation operati ons, North Nestern 1 s net transportation 
income would not be sufficient to cover its preferred stock 
requirements . It follows without saying that no net income would 
be available for a ny payment of dividends on the common. 

Under the circumstances, any calculation of the value of 
the North Western stock on the basis of earnings must of 
necessity take into consideration the taking out of the railroad 
of the described highly profitable nontransportation assets. 
For t he t wo basic reasons stated , assigning a value to the ~orth 
~!e stern common stock equal to the a bove-refe rred to offering price 
as of :~rch 31, 1970 , would be misleading and deliberately 
overstating the fair r.arket value of tl:e ~: ort :1 ~!estern corre:1on 
stock which the Rock I sland stockholders would receive in the 
exchange . 

7~he analyst stated t he reasons for the use of t he 3- year pe riod 
as f ol:_c";s: 

A ~ !ell , ~~r . Sall , in t he street we ahmys ta l~ e avera ge s rather 
t l:an a s7eci~ic year . If ~e took the best year, 1 66 , a nd used 
that, you would have t he same argument against us i~g that year as 
we would have against y ou fo r usi~g 1 6?. But we used t he three 
years he re because this was the first of the series of years 
where y ou could combine Velsicol 1 s earnings 1vi th those of the 
ra ibvay . 
Q Yes . 

In other words, what you took there was a n average of that 
period of tire ~he re y ou could more or les s stabilize the con­
tributions of t h e various statements to value? 
A I would rathe r state i t that we use the three years because we 
ha d the Velsicol experience fo r those three years and no others. 
I:ad it been five years of earnings of Velsicol we probably ~vould 
have used the five - year average because that i s more customary to 
use in t he street tha n three . 
Q Now, i s i t not t he case that the conversion of other securities 
i:1to ~~orth Western corJ.rnon stock has been ') rought about in a very 
substant ial measure by the contributions of the earning of 
Velsicol and Michigan Chemical? 
A The conversion of the bonds , yes . The conversion of the 
preferred , no. Tha t was caused primarily by arbitraging . 
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With respect to the value of North Western's stock, it is noted that when the various Rock Island stockholders had accepted the exchange offer it was actively traded on the New York Stock Exchange. Since acquisition of North Western stock by Northwest Industries, the stock has been traded over-the-counter. North Westerns' financial witness agreed that it was difficult to find the listing a ~d the brokerage houses identified by the witness no longer trade the stock. It is, however, traded by 11Kaufman Alsberg & Co. 11
, and it ~vas offered at $35 per share on ~~rch 31, 1S70. Thi s is about one third of its selling price of $120 per share on 1 ~y 20, 19GC . Such decline is unquestionably attributable to a nur,lber of factors, sone of >vhich laclc development in this record. , and , hence, >v ould fall in the realm of conjecture . J:.io\tever, it i s cl ear that there are three i mportant factors of cause which are fully supported and which further are essential elements bearing upon the value of the North Western stock. The thr ee factors are the effects of the Milwaukee proceedings, the f utur e possibilities concerning dividends derived from North '}estern 1 s o>mership of the two chemical companies 0Iichigan and Velsicol), and the influence of Northwest Industries. The evidence of record relating to the three factors is embraced in the direct evidence (Exhibit No. 1189) of the North Western analyst and cross-examination of the witness at pages 46,403 through 46,444, inclusive of the transcript of testimony. 

In view of the denial of the Milwaukee proceeding. it is needless to discuss the analyst's valuation of the stock of a unified North Western-Milwaukee. Further, the order entered in such proceedings discloses that Northwest Industries would divorce itself from North ~estern and in such divestiture would sell transportation assets (underscoring supplied). It is most reasonable to conclude that any such sale of North Western assets would not include its two profitable subsidiary chemical companies. North T/estern agreed that the market has to appraise the North \!estern securities in the light of its transportation and non­transportation earnings (transcript page 46,414). It further agrees . that the stock of North Western would find the same level as its parent holding company, Northwest Industries, so long as North 1vestern stock is convertible into Northwest Industries stock.73 
73Q The present market level that you have mentioned for North 1·/estern stock as of today is how much? 

A That is the same as Industries. Last night's close, Industries was 157 and the Railway stock was 146-157. Q Well, I am saying that particular price is a reflection of the effect on the North Western stock of the ability to convert into Industries? 
A That is absolutely correct, Hr. Ball. 
Q And if the offer to convert into Industries stock expires at any time, that you could expect to have an adverse effect upon the market value of the North Western stock? 
A Concei~ably it might react down to where it was selling on Hay 20. 
Q Or it could even go below it, could it not? A It could. 
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As seen, sinc e the latest updating of the North Western packa ge a number of major altering events have occurred . Accordingl y , an effort must b e mad e to evaluate the North \1estern package a s of t he most r ecent dat e of avai l able data. 
Using approxi mately the same method and the same securities t hat Nort h ~ve st e rn' s financial witness used in his computation, the following is de s igned to show the estimated market value of the 6 percent Collateral Trust Income Bond and of common stock had they been issued on the date shown: 

Moody's 
RatinL 

B 

B 

Caa 

B 

B 

Issue 

Chicago & Great Western 
General Income 4~s, 203 8 

Central of Georgia General 
Income 4~s, Series B, 2020 

Chicago, Milwaukee, St. 
Paul and Pacific Income 
Debenture 5s, 2055 

Missouri Pacific Income 
Debenture 5s, 2045 

\l isconsin Central General 
Income 4~s, Series A, 2029 

Price 
Ha r 31 , 1 9 7 0 (a ) 

40 5/8 

51 1/8 

29 

51 1/8 

47 

Average 

(a) Bank & Quotation Record - April 1970 (b) Yields are based on the "flat" price of each issue 
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i 1. os% 

8 . 80% 

17.24% 

9.78% 

9.57% 

11.29% 
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Based on the above, the Collateral Trust I ncome Bond would have to sell at a price to produce about an 11.29 percent yield, and which would be at S3.14 percent of the issued face amount, · specifically at a price of only $1S.94. Thus, the estimated value of the entire North Westerh package would be as follows: 

( 1) 0. 2778 Shares of North lvestern Common Stock 
at $3S per share ( 1 ~rch 31, 1970) 

(2) Cash 

$9 .72 

s.oo 
(3) $30 North Western Collateral Trust Income Bond 1S.94 

Estimated Value of Package $30.66 

The price of a share of Rock I sland stock on ~·1arch 31, 1970 was about $21.37. 

Even when utilizing applicant's basis of valuation, t he value of North Western's packa ge decreased from an estimated total of some $63 on Hay 20, 19 66 to a little more than $30 on March 31, 1970. This represents a decrease in the value of North ~estern's offer of almost SO percent and even this final figure is overstated, for the reasons discussed belo".v. 

A. significant part of North Western's exchange offer to Rock Island stockholders is the 6 percent Collateral Trust Income Bonds and which would pay interest for a period of SO years. As a greater incentive and an assurance to Rock Island stockholders that this security meant additional income, each $30 principal amount of Bonds is secured by a deposit, in pledge with the Trustee under the indenture, of the shares of Rock Island's stock delivered in exchange for the Collateral Trust Income Bonds. · Thus, it was provided that dividends paid on the stock by the Rock Island will be paid directly to the bondholders and in the event that such dividend was insufficient to satisfy t~e term~ of the security, the North Western would furnish the difference from its "Available Net Income" (defined previously). 

Rock Island in its brief points out that it has paid no dividends (the initial source of bond earnings) since the first quarter of 196S and considering ~ts deficit operations, none can be expected. Similarly, North Western agrees that following assumption of control, the Rock Island \vill be in no position to pay dividends until its rehabilitation program is completed . Further, North Western notes that insofar as it is concerned, there will be no payment of dividends for the five years following acquisition of control. Recognition must also be given to the fact that there is a very slim thance of North Western's operations producing an adequate amount of "Available Net Income." Its financial position has been discussed previously with respect 
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to its poor earnings position. North lvestern is a 1~arginal carrier and in its brief has pointed out that it has not pai~ dividends on its con~on stock from 1951 thru 1964 and none on its preferred stock from 1955 to 1963. 

It is quite evident that there will be no interest payments on the 6 percent Collateral Trust Income Bonds for a period of at least 5 years . In this connection the analyst's estimated market value of the 6 percent Collateral Trust Income Bonds is grossly overstated. He used securities which had a history of paying interest for two years and longer as a basis for com­parison to the proposed issued securities which North ~estern itself concedes have no likelihood of paying interest for at least 5 years . Such an approach cannot be approved in the face of the analyst himself, in his latest revised evaluation, having eliminated from consideration a prior comparable security because such security had defaulted in the payment of interest. 

All circumstances considered, North \;estern has failed to establish that the consideration payable for the ~ock Island stock is fair and reasonable. The exchange offe r may not properly b e approved in the publ ic int e rest . 

Financial Ability 

As previously set forth in Table 64 and the detailed discus sion which followed , over the period 1959-1 966 , the North Western has been unable to generate adequate fund s from income, depre ciation, and retirements for modernization of its properties, mandatory debt reductions and other corporate needs . The North Western has been forced to improvise in raising capital funds and improvements and debt reductions 1vere acl1ieved by using t he cash flow from sales of assets, particularly real estate, re fund s of taxes paid prior to 1955 and other sources such as the sale of scrap. Any i mprovement in its 1vorking capital position has been due to the funds that it obtained thru these sources and not from its railroad operations. In the period 1957-1966, the North Western's total funds provided amounted to $695.6 million. Of this amount the sale of real estate and other property generated $137. 9 million and an additional $1.3 million on refunds of property taxes. More than 20 percent of North Western's total funds were received from these non-recurring sources. In any event, North Western itself emphasizes that the liquidation of assets as a source of capital funds cannot continue indefinitely. It states "In short, we are now in a position where the railroai can no longer depend for sustenence upon wringing savings fro m its operations or from selling its assets. " 

The great bulk of North Western's capital investment in the 10 years since 1956, totaling $ 29 8 . 8 million has be en in rolling stock. Now, in order to retain the business it presently has and if it is to obtain full benefi t fro m the equipment it has 
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acquired, North \'/estern finds that it must start modernizing 
its fixed plant. In such connection, new, larger and more 
specialized equipment, such as bigger and heavier freight cars 
and increases in motive power resulting in longer trains, have 
rendered the plant of North Western, to a "greater or lesser 
degree " , obsolete. Thus for exampl e, there is an urgent and 
compelling need for North ~estern to lengthen sidings, lay 
heavier rail on road and yard tracks, improve conditions of ties 
a nd ballast, and reinforce or replace bridges. North Western 
also detailed t he needs for certain dock and terminal moderni­
zation. Those anJ other projects require the ava i lability of a 
n:<lassive n amount of capital funds. North :'!estern does not have 
such f unds . 

To f i nance the projects out of railroad operations, North 
1.vestern estimates it would ne ed a net income level equal at 
least to that which it obtained in 1965 or 1966, and , in fact the 
level s should be much higher. The examiner notes that on a 
consolidated basis the contribution to Xorth ~estern's net 
operating income by nontransportation chemical subsidiaries was 
$5,104, 493 fo r 1965 a nd $14, 815, 884 for 1966~ Actually, North 
Western's Annual report Form A f or these two y ears show total 
dividends of $204 , 43 8 . However, North Western's inadequate total 
earnings fo r both prior and subsequent years have limited its 
abil i t y to negotiate new security issues to finance its capital 
fund s requirements. In addition, ma ny of its capital needs, 
particularly with respect to i mp rovements in road property, are 
not available for financing since the property already is covered 
by existing mortgages. Aside from certain special projects or 
unusual circumstances, (which North ivestern itself has not defined 
or other~vis e clarified ) the only financing 1vhich North \tlestern 
finds available -to it is through conditional sales agreements, 
equipment trust certificates or other similar methods for 
financing equipment purchases. In other words, by its own 
admission North Western has no outside sources available for the 
financing of necessary i mprovements or a dditions to its plant. 

Of course, earnings from its 1vholly mmed nontransportation 
sourc es have helped strengthen North 1vestern's financial position, 
but such earnings have not met to any significant degree the huge 
capital expenditures required. In this connection, while North 
Western has not estimated the specific amount of its modernization 
costs, it has concluded that its needs are comparable to those of 
the Rock Island 's. The current estimate as of 1967, of funds 
required by Rock Island for such needs, amounted to $1 19 . 8 million. 
Under these circumstances it is reasonable to believe t hat North 
~vestern is saying that its needs dollar-wise will be at least t he 
amount required by the Rock Island. 

Besides the need for capital ~xpenditures to improv e the 
Rock Island's plant and its 01vn plant, North :'!estern's exchange 
of fer includes an ariount of cash which i t is required to pay the 
accepting r ock I sland stockholde rs. In the event of 100 percent 
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acceptance by Rock Island, the North iiestern wou'ld be required to expend some $14 million in cash. The record shows that although North Western could employ its existing $20,000,000. line of credit with The First National Bank of Chicago, to meet this payment, · 100 percent acceptance by Rock Island stockholders would deplete the line of credit by a substantial amount. 74 · 

North Western has indicated that it is prepared to utilize funds from its wholly owned nontranspdrtation sources to assist in the task of rehabilitating the Rock Island. However, while such source has been pr,oviding substantial funds the amounts were 1'\0·t of such magnitude as. to begin to approach the needs of the North Western alone not to mention the requirement& of the Rock Island. Moreover, if No-rthwest Industries is successful in selling or by arti o~her means, disposing of the North Western transportation properties apart from the nontransportation assets, the carrier will no longer have the financial support of the _nontransportation earnings. · The active efforts to accomplish such separation of transportation and nontransportation properties and the financial impacts upon the transportation facility flowing therefrom are factors which should not be ignored or lightly · dismissed. 

Furthermore, if Northwest Industries is successful in divesting itself of the North Western, the strong representations of the parent's expected financial aid to the carrier will have disappeared. And if and when such · divestiture occurs and in a. manner by which the large operating tax loss carry forward accrued by North Western will remain in Northwest Industries, North Western will have _suffered a serious loss of potential benefit while at its expense the conglomerate nontraasportation family of companies will have harvested a great prize. Even looking to the situation as it presently exists, there is no unqualified assurance that financial assistance or improvemeats will be brought to the 

7~o other sources of financing appears available. North Western has exhausted the authority granted by the Commission for issuance of $20,000,000 in principal amount of secured collateral notes, in Finance Docket No. 24854 pursuant to orde~ of May 24, 1967, as ·supplemented August 8, 1967. And, in Finance Docket No. 24592, Chicago & North Western Railway Company Competitive Bidding Exemptioa, decided June 2, 1967 (not printed), subject to authority granted by the Commission in a subsequent proceeding for the issuance by the N6rth Western of $20iOOO,OOO of its first :tmortgage boads, series D, it was found that the sale by North Western of such bond at competitive biddiag should not be required. However, up to this time, in. no su~sequent proceeding has North Western sought and received authority for the issuance of the foregoing bonds. 
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Rock Island. To the contrary, there seems to be grave 
reluctance on the part of Northwest Industries to advance 
funds to a financially weak and deficit road such as the Rock 
Island, and in which connection i .t was stated: 

11The advantages implicit in creation of 
Northwest Industries must not be permitted, 
however, to detract from the urgent need to 
create a viable, self-sustaining regional 
railroad in the Middle West. I believe that 
Northwest Industries can play a role in 
helping to meet capital spending needs ' for 
the regional carrier and helping to develop a 
new·, streamlined rail system for the ~fiddle 
West. Nevertheless, Northwest Industries must 
employ its funds to obtain a fair return for 
its stoc~holders. It will ~dvance funds for 
the growth and improvement of a healthy, 
viable regional system, but it cannot employ 
its resources to subsidize a failing rail 
enterprise. The operations of the independent 
carriers in the Middle West must be reconsti­
tuted so that they generate sufficient profits 
not only to maintain operations but also to 
advance their capabilities and improve their 
services. Unless the railroads can thus ~xist 
as self-supporting operations, they will rapidly 
cease to exist altogether. 11 

North Western anticipates that additional funds would be 
generated through the substantial savings which would be 
accomplished as a result of the _control transaction. Giving 
full credit to North Western's expectations, it estimates 
annual savings aggregating $16,960,585 consisting of operating 
savings of $8,753,371, overhead savings of $5,845,881 and net 
traffic benefits of $2,361,333. Of the total benefits of 
$16,960,585, there would accrue to the Rock Island $9,555,626 
and $7,404,959 to the North Western. Net savings with regard to 
the traffic benefits would accrue on approximately an equal basis 
to the Rock Island and the North Western. 

According to North Western's calculations by the third 
year following control, the cumulative savings would aggregate 
$34,448,648 of which Rock Island would have realized $19,643,821. 
For the entire five year period the cumulative benefits would 
have been $68,369,818, comprised of $38,755,077 accruing to the 
Rock Island and $29,614,741 to the North Western. North Western 
expects that the savings would be tax-free to both carriers and 
would be available to both for their modernization program. At 
the same time, North Western points out that the eatire amount of 
the expected control savings will not be available to finance 
capital expenditures since the savings will b~ eroded by rising 
costs. 
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Nevertheless the loss, g1v1ng full weight to the estimated 
savings, and ignoring the erosion in savings by reason of rising 
costs, the record made is not convincing that investment of the 
savings in capital improvements would necessarily result in sub­
stantially increased revenues. North ~vestern' s own past experience 
provides impressive evidence that capital expenditures, far 
larger than any proposed under Rock Island control, have not 
resulted in greatly improved revenues. Expenditures of 
$336,417,000 were made on North Western's properties from 1956 
through 1966, plus an additional $4,000,000 in expenditures for 
accounting modernization, data processing and other computer 
·projects. North 'ivestern furnished the information that any 
financial improvement shown by it in the ten year period 1956-1966 
was not due to any increase in its level of freight revenue but 

. rather to such factors as drastic cost cutting and saving 
accomplished in modernization. Further, North \.Yes tern's chief 
executive officer has stated that it is unrealistic to assume that 
a static level of cost, for example, w·age and fringe benefit costs, 
and reductions in cost resulting from the control, will not 
translate themselves into permanent increments to earnings. His 
conclusions are sound that, if revenues remain fixed, but 'vage · 
costs continue to rise, the day will come when the savings 
realized as the result of the control transaction would have been 
eliminated entirely, and that at that point, the unified roads 
under the control would be no better off financially than the 
separate roads have been in the past. 

The witness in his testimony tendered a supporting schedule 
of various increased costs; including wage cost without fringe 
benefits, for the period 1947-1964, and expressed as an index 
based on the three-year annual average for the years 1947-1949 
being equal to 100 percent. (See: schedule BW112 to Exhibit 46). 
Utilizing a similar source as -the witness (Yearbook of Railroad 
·Facts, 1970 Edition, Association of American Railroads) to update 
his information, this confirms fully the . steep climb i~ wage . 
expense for the years following the above-referred to schedule, 
aamely 1965 through 1969 inclusive, and utilizing the average for 
1957-1959 as a 100 percent bas~. Average annual earnings for 
1969 over 1968 rose by 7.2 percent, not including wage supplements 
averaging more than $1,300 per employee, and despite a 2.1 percent 
drop in employment. 

Turning to the proposed controlled Rock Island, the evidence 
is that as a result of the transaction it would have no increased 
revenues other than by traffic diversion. In such respect, Rock 
Island and North Western would realize an increase in aggregate 
gross traffic rev.enues of $3,542,000. These benefits after 
applying a 33 1/3 percent maximum incremental co~t of handling 
to this traffic, will yield net traffic benefits of $2,361,333 
annually, of which $2,256,000 will accrue to the Rock Island and 
$105,333 to the North Western. 
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In summary, the economies and other financial benefi ts 
realizable under control will significantly improve t he 
financial position of the Rock Island, but it will not eliminate 
its deficit operations. Direct financial assistance fro m other 
sources will be necessary to rehabilitate the earning power of 
the Rock Island. North Western itself is in no f i nancial position 
to furnish this financial assistance. It has been established 
that over the past decade its own financial position has been 
unstable and its operations marginal. As a "marginal carrier" 
it has a low rate of return, inadequate reserves, erratic 
financial history and it is unable to withstand adversity. 

The fullest possible weight has been afforded the evidence 
presented by the North Western. However, such evidence falls 
far short of establishing that the North Western would be able 
financially to bring the desperately required financial aid and 
stability to the Rock Island. Standing alone, the North Western 
faces a veri table impossible task; and North~.;est Indus tries 
clearly is umvilling to risk the huge investment necessary to 
rescue the deficit-ridden Rock Island, not to mention i ts own 
marginal North Western. Properly in the public interest, a 
unification of transportation facilities such as here proposed should 
be able to satisfactorily establish a creation of economic strength 
wholly, or at least predominantly, from carrier operations . in the 
performance of transportation services. One would not condemn 
some financial contribution furnished by a nontransportation sub­
sidiary of a carrier and which aid has as its purpose to flatten 
out the cyclical nature of the carrier's revenues. However, such 
a situation is vastly different from the highly undesirable cir­
cumstance \vhere a carrier for its economic surival, and, of course, 
operations, must depend upon the financial support furnished by 
nontransportation subsidiaries. Conditions reach a far more 
aggravated state, where as here a marginal carrier and deficit­
ridden c-arrier as part of a large family of nontransportation com­
panies would have to compete for their critically needed funds. 

There is no need to conjecture on the fate of t he involved 
railroads; North>vest Industries has made no definite pledge of 
financial assistance. To the contrary, as clearly indicated from 
the evidence quoted previously, Northwest Industries' policy i s 
to employ its funds to obtain a fair return for its investors and 
it is unwilling to subsidize deficit or marginal railroads. For 
the years 1967, 1968 , and 1969, North Western had dividends 
(apparently from the subsidiary chemical companies) of $6,121,480, 
$8 ,067,253, $6,175,951, with deficits in ordinary income of 
$9,052,491, $563,103, and $22,637,442, respectively. Without 
even looking to the great financial needs of the Rock Island, the 
North lvestern. itself is in poor financial condition, yet Northwest 
Industries seeks to separate North Western's carrier plant from 
its noncarrier properties. True, the Rock Island is in serious 
financial condition and it may not be able to stand alone much 
longer. However, the alternative here proposed promises a fa r 
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greater crippling destruction of a vitally important transpor­tation facility. It would be establishing a policy and precedent directly hostile to the public interest to approve the proposed control in the face of the clearly established results of the transaction. Applicants requested findings Nos. 7, 14, 16, 17, 23, and 27, above set forth are rejected. 

The authority sought in Finance Docket No. 22689 for the issuance of securities to consummate the proposed control,of course, is dependent upon an approval of such control application. In view of the denial of the control transaction proposed the securities application also will be denied. 
As seen the proposed Santa Fe application in Finance Docket No. 23919 and the related applications in Finance Docket No. 23920 and No. MC-F-9668 are all dependent upon a prior approval of the control transaction proposed in Finance Docket No. 22688. It follows that in view of the denial of the control application, the three foregoing mentioned applicatinns of the Santa Fe also should be denied.~imilarly, nothing remains for_j consideration with respect to the Southern Pacific petition for inclusion in Finance Docket No. 23919, and the petition will be dismissed. 
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PART I - EVIDENCE IN SUPPORT OF UNION· . 
PACITIC:...ROcK· ISLAND MERGER ASSUMING SALE OF_ 
SOOTHERN· ROCK ISLAND LINES ·TO SOUTHERN PACIFIC 

(1) In General 

Since 1956, Union Pacific had been reviewing the impact 
of other modes of transportation on railroad traffic and the 
shifts in trade and traffic patterns between major gateways. 
In Union Pacific's view, it was not keeping pace either with 
the economic growth of the areas in which most of its traffic 
originates and terminates or with the growth of its intramodal 
and intermodal competitors. It also was concerned with the fact 
that the actions taken and proposed to be taken in various 
segments of the transportation system resulted in, and would con­
tinue to result in, changed economic and competitive situations. 
To meet such results through improved speed, quality, and 
versatility of service, Union Pacific concluded that it must 
extend its lines east of the Missouri River to reach the Chicago 
and St. Louis gateways, where ;t~=~uld be able to interchange 
traffic directly with the larg ·1 systems formed and forming 
in the east and southeast; and also to provide a single-line 
service to such major industrial areas as the Twin Cities, Quad 
Cities,and Des Moines. 

With respect to intramodal competition, Union Pacific is 
of the view that it operates under a competitive handicap 
because it and the Western Pacific are the only major railroads 
directly serving the Pacific Coast which do not reach any of the 
western gateways to Official and Southern Freight Association 
territories over their own lines or lines which they control. 
Major competitors of Union Pacific for traffic to and from 
Mountain Pacific Territories such as Santa Fe and Southern 
Pacific-Cotton Belt have such routes. The then pending Northern 
Lines merger would also have such routes. 

Union Pacific assert~ that it operates under a further 
competitive handicap because it is the only railroad serving 
the area between the Missouri River and the eastern Mountain 
Pacific territory gateways which does not reach directly one or 
more of the western gateways to Official and Southern Fr.eight 
Association territories in the Chicago and St. Louis areas. 
Union Pacific points out that four of its competitors, the 
Burlington, the MoPac; the Rock Island and the Santa Fe have such 
routes. 

The proposed merger herein is especially desirable to 
Union Pacific in view of the recent trend among railroads 
towards unification. Union Pacific discusses seventeen mergers 
or acquisitions which had been proposed or were being studied in 
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the late 1960's, some of which have been effected, others 
of which are still the subject of proceedings before the 
Commission or the courts, and still others of which appear to 
have been given up by the carriers involved. It argues that 
inherent in each of these was the alteration of existing and 
creation of new traffic patterns and the possibility that they 
might cause freight traffic to be routed away from Union Pacific, 
thus weakening its positi'on. 

Union Pacific points out that in the east the trend 
toward unification among trunk lines operating between the 
eastern seaboard and the midwest is reducing the number of such 
lines; and that in the west, most of the railroads which are 
competitors of the Union Pacific are ·contemplating moves which, 
if effectuated, would leave Union Pacific without effective 
connections between Council Bluffs and Chicago and between 
Kansas City and St. Louis. In order for Union Pacific to 
presently connect with the large Eastern District carriers such 
as the Penn Central, the Seaboard Coast Line and the Southern 
System, Union Pacific must rely on intermediate carriers, some 
of which~ its competitors. 

A study by Union Pacific of its traffic interchanged with 
eastern connections for the year 1960 indicated that the main 
stream of its traffic was to and from points east of its Missouri 
River gateways. As to a large part of such traffic, Union 
Pacific is forced to rely on its immediate eastern connections, 
primarily as intermediate carriers, for service to and from the 
railroads serving the consignees and shippers of such traffic. 

Additionally, three events have transpired since 1960 
which according to Union Pacific threaten its revenues and 
ability to continue as an important and successful railroad: 
{1) the Transcontinental Division Case, (Akron, C&Y. Co. v. 
Santa Fe, 332 I.C.C. 491, 1963; 387 u.s. 326, 1967); (2) 
Commission's supplemental order of January 6, 1966, in the 
Central Pacific case, and (3) the Per Diem Rates Case, (Chicago, 
B&Q R. Co. v. New York, s. & Western R. Co., 332 I.C.C. 176, 
1968). 

Union Pacific estimates the total loss as a result of the 
Transcontinental Division Case, at $7,603,400 annually. It has 
already paid $8,217,225, as partial resettlement to eight carriers 
pending completion of a traffic sample. If the Commission's 
decision of January 17, 1968 in th~ P~r Diem Case is upheld, 
Union Pacific estimates annual losses of at least $3 million. 
Applying the Commission's formula for the year 1967 would have 
resulted in a $3,137,868 reduction in earnings. 
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In accord with the Commission's Supplemental Order, 
in the Central Pacific Case, the preferential solicitation 
agreements between Union Pacific and Southern Pacific were 
cancelled (July 7, 1968). Although there is no way to 
determine the ultimate effect of the termination of the 
solicitation agreements, .Union Pacific estimates an annual 
gross loss of several million dollars. From this amount it 
would be necessary to deduct the cost of handling such lost 
traffic to arrive at the net loss. 

Union Pacific, having determined the necessity of 
extending its terminii eastward from the Missouri River 
gateways, then found it necessary to decide upon a merger 
partner which would enable- Union Pacific to achieve its dis~ 
cussed goals. In early 1960, Union Pacific concluded that the 
Rock Island provided the best opportunity to protect and 
enhance its competitive position. Rock Island is the only 
available railroad which provides routes from Council Bluffs 
to Chicago, Joliet, and Peoria, from Kansas City to the same 
Illinois gateways, and also from Kansas City to St. Louis. 
At these eastern points, the Union Pacific would then be able 
to connect directly with the large eastern and southern systems. 

Additionally, Union Pacific is confident that the merger 
will result in an improved rail service to the shipping ·public 
which will obtain the benefits of single-line service, instead 
of the present two line service between the entire area from 
Southern California and the Pacific Northwest to the Illinois 
gateways in the Ch~cago and St. Louis area (including the 
points served by the Rock Island between such gateways and the 
Misso-uri River). There will also be single-line service between 
Union Pacific's junction with the Southern Pacific and Western 
Pacific in Utah and these Illinois gateways (including the 
points served by the Rock Island· between such gateways and the 
Missouri River). Shippers to and from Northern California and 
parts of Oregon will obtain the benefits of two. line service, 
instead of the present three line service to these Illinois 
gateways (including points served by the Rock Island between 
such gateways and the Missouri River). 

The above service improvements should also enable the 
merged company to compete more effectively with the ever-growing 
competition of motor carriers. Union Pacific is hopeful that 
even in Western Trunk Line territory, where there is pervasive 
motor carrier competition because the hauls are relatively short, 
the merged company will be able because of the benefits of new 
single-line service to stem, and perhaps even reverse, the 
inroads in rail traffic which motor carriers have been making . 
Even if Union Pacific cannot regain all the traffic taken by the 
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motor vehicles, it hopes to gain a more equitable share of 
the intercity traffic passing through these junctions. In all 
rail service where there will be fewer interchanges, Union 
Pacific should be able to compete more effectively with motor 
vehicles, especially for traffic moving over the longer 
distances. 

Union Pacific is confident that the merger will also 
result in an improved service to the shipping public as a 
result of the substantial improvements Union Pacific expects 
to make to Rock Island lines from Council Bluffs to Chicago, 
and Kansas City to St. Louis which will permit the handling of 
heavier trains at higher speeds than today. After merger, 
Union Pacific pledges that all of its resources will be 
available to modernize Rock Island's facilities to provide the 
most modern and efficient railroad service possible. Additionally, 
Union Pacific's equipment improvement program will be extended 
to the Rock Island lines with consequent improvement in service 
to shippers. Union Pacific has pledged itself to provide what­
ever funds are necessary for purchases of new equipment and 
repairs tn_existing Rock Island equipment. 

Service will also be improved by the merger as a result 
of anticipated economies in the operations of the combined 
company. Facilities at points served by both lines (such as 
Council Bluifs, Omaha, Kansas City and Denver) will be con­
solidated. Other duplicate facilities can be coordinated and 

.. administrative savings can be realized. 

Finally, Union Pacific asserts that the improved service 
should enable the merged company to meet more effectively the 
increased competition for traffic which may be expected in the 
future from the larger railroad systems existing and under con­
sideration and from motor carriers, water carriers, pipe lines 
and air lines; that improvement in service should make it 
possible for shippers using the merged company to compete more 
effectively in their present markets and in markets beyond the 
present limits of their sales territory, not only on the American 
continent but overseas as well; and that the shippers and con­
signees of freight relying upon the Union Pacific and the Rock 
Island, the communities in which they reside and do business, 
and the Nation's economy and its defense will all be benefited 
and protected by the merger of these roads. The foregoing 
factors of operation~ services, and economies will be later dis­
cussed in detail. 

As stated several times before, the proposal is viewed 
on the basis of the Union Pacific merger with the northern half 
of the Rock Island and Union Pacific supports the application of 
Southern Pacific. All discussions herein bearing upon the Union 
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Pacific-Rock Island merger deals with the Rock 'Island-Northern, 
except where otherwise indicated. 

In support of the Southern Pacific proposed purchase, 
Union Pacific states that the lines of Rock Island from Santa 
Rosa to Kansas City and from Santa Rosa to Memphis are natural 
extensions of the lines of the Southern Pacific. Their 
acquisition by Southern Pacific would follow the ·natural flow 
of traffic. Additionally, the Southern Pacific line north 
from Galveston and Houston terminates at Fort Worth and 
Denison, Tex. Except for some duplication in the area between 
Galveston, Dallas and Fort Worth, the Rock Island line to 
Wichita and Herington, Kans., is a natural extension of that 
line, and would provide Southern Pacific with a direct single­
line route from the Gulf of Mexico to the Kansas City gateway. 

Although acquisition of the southern portion of the Rock 
Island lines would terminate the north-south single-line service 
through Kansas City over the Rock Island road, it would result 
in a new single-line service between Kansas City, Topeka, 
Wichita and Oklahoma City, on ~he one hand, and,on the other hand, 
New Orleans, San Antonio, El Paso and the entire Pacific Coast 
area served directly by Southern Pacific. The Southern Pacific 
transaction will be fully discussed following the discussion of 
the evidence in the Union Pacific-Rock Island merger. 

(2) The Merger Transaction:Operational and Service Improvements -
Other Benefits 

The freight schedules operated by a railroad are one of 
the more important standards of service upon which shippers and 
receivers rely in order to efficiently and profitably operate 
their businesses. Since 1946, transit times on traffic moving 
between West Coast points, on the one hand, and the Chicago and 
St. Louis gateways, on the other, have been reduced from 8th 
morning to 4th morning deliveries, and the Union Pacific has 
participated in effectuating the reductions. To keep pace with 
the re~uced schedules and to improve operating efficiency Union 
Pacific has carried on a continuing program of improvements to 
property and equipment, as later detailed. Presently, in 
movements where Union Pacific functions as the bridge carrier 
(between West Coast points and the Missouri River gateways and 
Kansas City), it is not free, as is a single-line carrier, to 
adjust schedules to improve service, but it is wholly dependent 
upon the cooperation of connecting carriers at both ends in 
meeting schedules and providing reliable service. Interchange 
delays and unsatisfactory performance of connecting lines, in 
particular . at the Missouri River gateway~ have caused problems 
in meeting transcontinental schedules. A study conducted by the 
Union Pacific, covering the year 1964 and first nine months of 
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1965, showed that connections were late during 1964 on 71 
percent of ~heir deliveries to Union Pacific, averaging 2 hours 
and 13 minutes, and for the 1965 period were late on 66 percent 
of their deliveries, averaging 3 hours and 2 minutes. Such 
delays, resulted in further delays at Salt Lake City when 
Union Pacific's connections had departed. 

At . Kansas City, Union Pacific has a connection with but 
a single carrier, the Norfolk & Western, which operates to any 
appreciable extent in the East. With respect to those eastern 
carriers, which are the roads handling the traffic producing 
about 90 percent of the revenues derived by all eastern carriers 
on Eastern-Mountain Pacific traffic, Union Pacific must rely on 
intermediate carriers for service. With such limited connection, 
Union Pacific doubts that it will be able to keep pace with the 
rail . industry. It points out that many of its competitors are 
able to provide single-line services at principal points; namely, 
at Chicago by the Santa Fe to and from San Francisco and Los 
Angeles; and by the Milwaukee and Burlington Northern to and 
from the Pacific Northwest; and at St. Louis, Memphis, and New 
Orleans b~he Southern Pacific system to and from important 
Pacific Coast points. 

At the Council Bluffs-Omaha gateway the Union Pacific 
must rely upon the Burlington Northern, the North Western 
(including the merged Great Western), the Milwaukee, Rock 
Island and Illinois Central as bridge carriers for the hauling 
of transcontinental traffic through the Chicago gateway. At 
the Kansas City gateway, Union Pacific's available connections 
for the hauling of traffic through the Chicago and St. Louis 
gatewaysare the Santa Fe, Burlington Northern, North Western~ · 
Milwaukee, Rock Island, Frisco, GM&O, MoPac, and the Norfolk & 
Western; all, except as previously noted with respect to the 
Norfolk & Western, act as bridge carriers. Union Pacific 
described in specific details the inefficiencies and inadequacies 
of the interchanges. 

As a general proposition on eastbound perishable traffic, 
Union Pacific has a number of experiences of reaching Kansas 
City on time or up to 20 minutes late and finding that con­
necting carriers have let their trains depart leaving Union 
Pacific traffic behind. The result is that delivery of Union 
Pacific traffic at Chicago and St. Louis is delayed 12 to 24 
hours behind schedule. On late deliveries in the reverse 
direction (westbound), as an alternative to departing without 
waiting for late arrivals, Union Pacific elects to delay 
departure of its trains and attempts to make up for lost time. 
Such procedure forces Union Pacific to add horsepower to its 
trains and which is a costly expedient. In addition to the 
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through operations above-discussed, there are important 
midwestern areas, such as the Twin Cities, Quad Cities, and 
Des Moines which, are not directly served by the Union Pacific 
and it must rely on connecting carriers to remain competitive. 

In summary, while railroads do cooperate with each other, 
generally their first concern is their own operations. Union 
Pacific finds that interchanges at Missouri River gateways are 
costly, time-consuming and inefficient. Also, the interchanges 
result in less control over shipments from origin to destination; 
Union Pacific has no way of either compelling its direct con­
nections to provide satisfactory service or assuming primary 
responsibility for delivery of freight to eastern and southern 
carriers. 

To best understand the specific nature of the various 
types of interchanges there is first required a concise 
definitive discussion of Union Pacific's "normal", "preblocked 
cut" and "through train", interchanges. "Normaln interchanges 
at the Council Bluffs-Omaha-Kansas City gateways with almost all 
connecting carriers require tha accumulation at a railroad's 
junction terminal of a variable amount of loaded and empty cars, 
received from various sources, at random times and in random mix, 
with respect to types of traffic, destinations, loads and empties. 
The accumulated trackful of such traffic is hauled by a switch 
engine to the connecting carrier's yard, generally without 
listing or advance waybill information. The delay in accumulating 
such interchange traffic runs from 4 to 12 hours. Further delay 
is incurred when the cars are delivered to the receiving railroad 
and the cars must be listed, waybills checked for destinations, 
and the list marked for switching and reswitching actually 
performed, before the cars can be advanced from the receiving 
railroad's yard. 

npreblockedn interchanges occur where blocks of cars (any 
number from 2 cars to a full train movement) are classified or 
arranged according to destinations and junctions, and also 
according to perishable versus nonperishable traffic. Waybill 
information and listing precede the preblocked cars. Preblocking 
affords important advantages over traditional interchange, such 
as affording the receiving road opportunity to make decisions 
based on the advanced information; in the reduction of terminal 
detentions; and in reductions in one or more switching operations 
and in switching damage. 

!!Through trainn movements involve train operations 
embracing the preblocking and interchange of an entire train. 
The term in its strictest sense includes the pooling of power 
and caboose. However, the nthrough trainn designation is also 
used to describe interchanges where power and caboose are 
changed. 
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Efforts to overcome the cost and service deficiencies inherent with interchanges at the Missouri River gateways have been made by Union Pacific and its eastern connections over the years, beginning on a permanent basis in 1960. In that year, Union Pacific and North Western inaugurated one train each way between North Platte and Chicago through Fremont. The entire trains were preblocked at origin and interchanged intact at Fremont, with only the locomotives being changed. The service was increased in 1965, when two more trains were added, one an eastbound perishable commodity train, the other a west­bound train of empty cars. Though not a "through train" in the technical sense because l~comotives are not pooled (cabooses are, however), the service obviously eliminates time-consuming and expensive conventional interchange. 

Also in 1960, Union Pacific and Burlington began a through-train operation with two sets of trains daily in each direction. The first set involved a locomotive pool be~ween Chicago and Green· River, Wyo., with cabooses pooled between Chicago and North. Platte. This operation is a true "through­train" operation: Locomotives, f:reight cars, and cabooses a.re interchanged intact at Grand Island. In 1967, the first set of trains were extended operationally when locomotives, but not cabooses, of the former Pennsylvania Railroad were put into the pooled trains, and the trains were operated intact between Conway, Pa., and Green River. 

Similar arrangements were made in 1966, (1) with Norfolk & Western between Decatur, Ill., and North Platte and between De~atur and/or St. Louis and North Platte and/or Cheyenne, with cars added at Kansas City westbound, and · (2) with Frisco between Memphis and Cheyenne via Kansas City. Th.e Frisco-Union Pacific operation involves preblocking of eastbound traffic at North Platte for Memphis and points beyond for delivery as a through train to Frisco at Kansas City. WestbOurid, although locomotives and cabooses are pooled, some switching and classi­fication was required, as of 1967, at Kansas City, and involved .<felivery of preblocked "cuts" of cars to Union Pacific, as opposed to complete trains. · 

Preblocking of tra£fic is done by Union Pacific for delivery to Milwaukee and Rock Island at Omaha-Council Bluffs, and vice-versa. Such operation with Milwaukee wa.s begun in 1961. The Rock Island operation was started in 1966, and usually involves an amount of .traffic so limited as to require the combination of the Rock Island traffic with that of Milwaukee for westbound movement over Union Pacific. At times, the amount of preblocked traffic received from both Rock Island and Milwaukee is insufficient to make up an entire train, and cars must be added from other eastern connections. 
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In · 1964 of the total interchange between UP and C&NW, 
27.73 percent was handled in through trains at Fremont, and 
of the total interchange between UP and Burlington, 50.37 
percent was interchanged in through trains at Grand Island. 
When compared to Union Pacific's total 1964 interchange with 
all of its eastern connections, the C&NW-UP and the CB&Q-UP 
through train operations accounted for only 13.24 percent. 

By 1967, the special interchanges outlined above amounted 
to 35.58 percent of Union Pacific's total carload interchange 
at Omaha, Council Bluffs, Fremont, Grand Island and Kansas City. 
The remaining (nearly 65 percent) traffic was handled in 
traditional interchange arrangements. 

Even with the vast superiority and efficiency of special 
interchanges (preblocking and through trains) vis-a-vis normal 
interchanges, there are a number of factors in the movement of 
transcontinental traffic which prevent Union Pacific from taking 
full advantage of special interchange. Since such arrangements 
are practicable only when there is a sufficient volume of 
traffic to interchange, the previously discussed large number of 
carriers between the Missouri River and Chicago gateways, and 
between . the Kansas City and St. Louis gateways cause a fragmen­
tation of interchange traffic. Agreements and trial operations 
to improve and upgrade interchange have not worked effectively. 
Thus, for example, Union Pacific made several unsuccessful 
efforts to engage in through train operations with the Norfolk 
& Western. While the Union Pacific and the Frisco engage in 
some preblocking of trains, the operations involving pickup and 
set outs of cars does not lend itself to a substantial through 
train interchange. 

However, Union Pacific points out that the special inter­
change arrangements have as their purpose to approximate 
insofar as possible the benefits of single-line service and 
that the relative success obtained from special interchange 
arrangements is merely confirmation of the operational value 
of single-line service which it seeks to obtain through the 
proposed merger. The matter of interchange is but one of the 
major problems faced by .the Union Pacific. It is the backbone 
carrier in the central corridor. With strong competition from 
the northern and southern corridor carriers, Union Pacific is 
fearful that central corridor traffic is 11drying up 11 and will 
so continue unless it is able to strengthen its operations. In 
Union Pacific's view, its proposed single-line services resulting 
from the merger will enable it to become a more vigorous and 
successful competitor. 

As next specifically detailed, it is Union Pacific's 
considered opinion that · the above-described disadvantages would 
be substantially remedied if it were enabled to provide its own 
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single-line service to Chicago and St. Louis to connect 
directly with the Eastern rail lines and that thereby it 
would be in a significantly enhanced position to provide the 
type of service demanded of the railroad industry and to meet 
future demands for improved service. 

During 1967, and excluding "special interchanges", 
Union Pacific delivered and received from connecting lines at 
the Missouri River gateways (Grand Island, Fremont, Council 
Bluffs-Omaha and Kansas City) a total of 933,201 loaded cars. 

Following the unification, Union Pacific proposes to 
haul in single-line operations at least a minimum of about 
211,000 loaded cars annually, comprised of the 118,527 cars 
(year-1967) interchanged between it and the Rock Island at the 
Omaha and Kansas City gateways, plus the 92,952 cars (year-1963) 
estimated to be rerouted over the merged lines. It is here · 
appropriate to emphasize that Union Pacific's foregoing estimate 
of rerouted cars (or cars likely to be diverted from other lines) 
is based upon its own methodology for estimation of diversion. 
The affected carriers have submitted their own estimates cif 
diversions as a result of the proposed merger. The foregoing 
question of diversions will be discussed in detail later. Also, 
although not susceptible to precise calculation, Union Pacific 
asserts that these cars should be considered together with the 
additional traffic which it hopes to attract from intermodal 
competitors and increased traffic generated by growth of the 
economy. 

In hauling the above-described substantial volume of 
traffic over the single-line operations of the merged lines, 
the Union Pacific would make direct interchanges at Chicago and 
St. Louis with Eastern and Southern lines, _including, among 
others, Penn Central, C&O-B&O system, Norfolk & Western, Grand 
Trunk Western, L&N and Southern. Union Pacific would then have 
direct responsibility for dependable service with connecting 
lines. To expedite and improve such connecting services, 
Union· Pacific would modify the Rock Island's Burr Oak Yard at 
Chicago. Most of the eastbound trains arriving at Chicago 
would be preblocked for quick deliveries to both connecting 
lines and industries in the Chicago area served by the merged 
lines. Such preblocking would be accomplished by combining the 
capabilities of Union Pacific's modern yard at North Platte, its 
recently improved yard facilities at Kansas City, and the Rock 
Island yard at Silvis, Ill. 

In addition to single-line service into Chicago and 
St. Louis for the first time, there also will be single-line 
service between Los Angeles and the Twin Cities for the first 
time. Further, improved service will be offered between 
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St. Louis and Los Angeles, although the St. Louis-Los Angeles 
schedule will be some 8 hours longer than the present schedule 
offered over the Southern Pacific-Cotton Belt. Union Pacific 
believes that the offering of fast, convenient freight schedules 
between the Eastern and Midwestern gateways and Denver may 
result irt Denver's becoming an even more important gateway for 
the interchange of through traffic. 

At the present time, in interchange with Eastern and 
Southeastern rail carriers, whose yards are located on the 
east bank of the Mississippi River (in East St. Louis), the 
Rock Island operates out of its Carrie Ave. yard at St. Louis 
and over the tracks of the Terminal R.R. Association of St. 
Louis to the East St. Louis yards. Following the merger, Union 
Pacific will temporarily continue interchange in the foregoing 
described manner until the construction of its planned new 
terminal facilities in East St. Louis. With completion of its 
East St. Louis facility, the Union Pacific will conduct a direct 
and greatly simplified interchange (over the tracks of the 
Terminal R.R. Assoc., and of th;e Alton and Southern), connecting 
with such carriers, among others, as the Penn Central, B&O-C&O 
system, L&N, and Southern. Interchange with the carriers on the 
west side of the Miss,issippi River at St. Louis would remain 
unchanged. Union Pacific anticipates that its direct interchange 
at East St. Louis will result in a more efficient and expedited 
movement of traffic. Also substantial savings would be realized 
as a result of the direct interchange; first, by avoiding the 
damage to equipment and loading caused by switching and yard 
movements, and, secondly, by eliminating switching cost per car 
interchanged, of an average $12.42 per car. 

It is expected that freight received at Chicago, Peoria, 
Twin Cities, St. Louis or Kansas City, as well as that originating 
at intermediate points, would be handled through the modern 
automatic switching and retarder yard at North Platte for 
westward distribution, although it is now primarily an eastbound 
classification yard. Large cuts of traffic preblocked at 
Chicago would not be again preblocked at North Platte and such 
cuts not large enough would be combined with other westbound 
traffic and preblocked at North Platte. 

Union Pacific proposes to effectuate a number of improved 
schedules over the unified lines and which would be made pos­
sible by various consequences of the merger. The principal 
contributing factor to the improved schedules would come from 
the elimination of time consumed in interchanges. Other 
elements would be the upgrading of the acquired roadway so as 
to enable increases in maximum speeds; provisions for adequate 
power over the system; and use of shorter routes, ranging from 
7 miles to 50 miles in various specified instances. Details of 
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the utilization or more economical joint routes are later 
discussed in connection with the economies to be accomplished 
under the merger. In connection with the foregoing, there 
would be increased to a maximum of 60 miles per hour operations 
between Kansas City and Eldon (presently a maximum of SO miles 

· per hour) and between St. Louis and Eldon (presently a maximum 
of 40 miles per hour). As a result of the present lack of 
sufficient power, Rock Island has loaded freight cars being 
delayed in yards, at junctions, and intermediate terminal 
points awaiting road power. Such handling does not meet with 
Union Pacific service standards. Consistent with its policy, 
Union Pacific would make available sufficient motive power 
wherever required to move traffic promptly after being .received. 

It is only necessary to point out the time savings of 
the more significant improved time schedules proposed. Union 
Pacific's proposed Peoria to Denver schedule is 4 hours and 
25 minutes shorter than the present Rock Island schedule. The 
proposed schedule from St. Louis to Denver is 11 hours and 30 
minutes faster than the preseni Rock Island schedule and 8 hours 
faster than the present Norfolk & Western-Union Pacific schedule. 
The proposed schedules between St. Louis and Seattle are con­
siderably faster than the present Rock Island-Union Pacific 
schedules, by 11 hours and 30 minutes westbound and 8 hours 
eastbound. Similarly, between St. Louis and Los Angeles, the 
Union Pacific proposed schedules are faster by 15 hours and 30 
minutes westbound and 8 hours eastbound than the present Rock 
-Island-Union Pacific schedules. The savings in time of the 
proposed schedules over present Rock Island schedules from 
Minneapolis, on the one hand, to Denver, Kansas Citi, and St. 
Louis, on the other, are as much as 14 hours and 15 minutes, 
3 hours and 15 minutes, and 17 hours and 15 minutes, respectively; 
and in the reverse direction time savings as much as 10 hours 
and 15 minutes, 7 hours, and 11 hours and 35 minutes, respectively. 

The Union Pacific is confident that as a result of the 
upgrading of the Rock Island line and the utilization of extra · 
power when necessary, it will be able to meet on a consistent 
and dependable basis the present rapid schedule time of 10 hours 
and 30 minutes from Chicago to Council Bluffs, including stops 
at Silvis (to pickup cars from Peoria) and at Des Moines (to 
pickup cars from the Twin Cities). 

In its operations of the merged lines under the proposed 
improved schedules, Union Pacific is confident that shippers 
will receive a substantially improved service in that they 
will be afforded later departures and earlier arrivals and more 
dependable deliveries at industry sites and to connecting lines. 
Union Pacific feels that it would be enabled to more effectively 

.~ope with competitive conditions. 
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(3) Plant and Equipment 

The Union Pacific is one of the best maintained railroads 
in the United States and is continually improving its facilities 
to provide more efficient service. In 1949 it built a tunnel 
in Wyoming at a cost of $8 million to complete double tracking of 
its main line between Council Bluffs and Ogden, thus removing 
a most serious bottleneck in its handling of transcontinental 
traffic. In 1952 it constructed 53 miles of additional track 
along that line at a cost of over $16 million. This con­
struction in Wyoming added a third and fourth ma_in track and 
reduced the grade along that line, eliminating the need for 
helper service and reducing the congestion along that line. In 
1954 it spent $2 million to change 16 miles of track, eliminating 
curves and reducing grades. During this same period of time 
there have been line changes necessitated by multi-purpose dams, 
replacement of 720 wooden trestle bridges with steel bridges, 
steel pipe, or embankment in order to reduce the fire hazard. 
These changes have cost over $13 million. 

In addition to roadway improvements, Union Pacific has 
improved its plant facilities. Facilities to handle trailer­
freight and autos transported in multi-deck cars were con­
structed at a cost of $2.8 million, construction of office 
buildings in four locations cost $4.9 million. Between 1955 
and 1964 over $12.4 million was invested in shops and engine 
houses, fuel and water polnts including the construction of 
several new industrial waste water separation plants, and diesel 
servicing facilities. 

The Union Pacific presented evidence in great detail 
concerning maintenance of its roadway, structures, and 
operating facilities. It carries on an intensive program for 
the laying of new, heavy rail ·and tie installation. During 
the period between 1955 and 1964, it relaid over 13 percent of 
its main line. A greater productivity in roa,d maintenance has 
been accomplished through . substantial investments in roadway 
machines. Indicative of Union Pacific's ability to accommodate 
passing trains and handle traffic with a minimum of delay are 
the relationships to main. line road mileage of the 30.6 percent 
of double track, the 30.9 percent of passing tracks, cross-overs, 
and turnouts, and the 31.4 percent of yard switching tracks. 

Union Pacific has modern signal systems over substantial 
portions of its main lines (as of December 31, 1964) such as 
centralized traffic control (CTC), on 38.4 percent of its main 
line, and automatic color light block signals, on 90.6 percent 
of main line. At that time, also in operation was fourth 
aspect signaling on 42.8 percent of line, and automatic cab 
signals, over 23.2 percent of line. The former system is the 
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addition of a flashing yellow light preceding the constant 
yellow light and is a safety factor which permits more braking 
time; the latter system provides continuous indications in 
the cab of the locomotive of wayside signal aspects and is not 
affected by visibility factors. As of December 31, 1964, 
Union Pacific had 348 locomotives equipped with automatic cab 
signals. 

CTC installations are an important part of modern signal · 
systems in the control of movements of every train by operating 
switches and wayside signal indications from a central console. 
It is generally agreed in the industry that CTC use on main line 
single track will permit the handling of up to 85 percent of the 
volume of traffic which can be handled on double track. 
Generally, CTC eliminates the need for double track constructions. 
Further, CTC saves a considerable number of train hours, avoids 
tieups, and increases the efficient use of engine power by 
enabling the advance of heavier trains over severe grades while 
rerouting or holding lighter trains. 

Unim.Pacific's extensive mechanical interlocking system 
. is another important part of its signal system. Its hot box 
detector installations also contributes materially to safe and 
efficient operations. As of December 31, 1964, Union Pacific 
had an average of one hot box detector per 211 miles of main 
line main track and upon completion of its installations 
program for the year end of 1965, it would have one such 
detector per 83 average miles of main line main track. 

Modern communication systems play a vital role in the 
operations of the Union Pacific. Its microwave system, installed 
at a cost of about $5 million, is in operation between Omaha and 
Los Angeles, Salt Lake City and Pocatello, and Hinkle and 
Seattle, a total of 2,348 road miles. Scheduled for completion 
in 1966 were an additional 1,080 miles; namely, between Pocatello 
and Hinkle, Omaha-Kansas City-Salina, and Cheyenne and Denver. 
Microwave transmits by radio waves rather than by poles and wires. 
Upon full completion of Union Pacific's microwave system the 

. need for physical wire line will be greatly reduced. As of 
December 31, 1964, Union Pacific had direct distance telephone 
dialing service between stations, offices and the like on 87 
percent of its system and which was in the process of being 
extended to embrace a total of 97 percent of the system by the 
end of 1966. Union Pacific's company owned teleprinter service 

-connects 77 of its offices and leased facilities connect 33 
"off line" agencies. It has in operation radio service for 
dispatchers' emergency use, yard operations, and other mis­
cellaneous uses. It also has mobile telephone radio service 
on practically all main lines where microwave facilites are 
installed. 
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Microwave facilities will become increasingly important 
in providing the additional voice channels and broad-band 
channels for the vast expansion of nreal timen data operations 
being contemplated by the use of new computers scheduled to 
be put in operation on the Union Pacific during 1966 and 1967 
for handling material inventories, car availability, and 
way-bill data. With further respect to computer operations, 
the various described communication facilities are used to 
transmit payroll, station accounting, and car accounting 
information to the Union Pacific data processing center at 
Omaha from 21 locations. 

Union Pacific has an active industrial relations department 
engaged in assisting industries which use rail service in 
solving their problems of plant location and expansion and their 
needs for adequate industry trackage. As of January 1, 1966, 
Union Pacific had 31 employees in the field of industrial 
development with headquarters at Omaha, Kansas City, Denver, 
Salt Lake City, Los Angeles, Portland and Seattle. During 
1955 through 1964, some 2,044 industries located their plant~ 
adjacent t.o Union Pacific track4!.ge. As of December 31, 1964, 
Union Pacific held about 2,015 acres of land available for 
industrial use,and it had purchased or authorized for purchase, 
during 1965, an additional 3,270 acres, .for a total investment 
of approximately $28,000,000. 

After merge~ Union Pacific's industrial development 
policies and programs will be extended to the Rock ·Island lines. 
This will bring to such Rock Island territory the resources 
of the Unibn Pacific available for industrial development 
together with a positive program to attract industries to 
communities served by .the Rock Island lines. The problem of an 
adequate car supply is of concern to the entire railroad industry. 
In the discussion preceding Table 18, some description is set 
forth of Union Pacific's equipment. 

During the period 1955-1964, it made expenditures for 
new equipment and for improving existing equipment totaling 
$509.5 million, of which $34.9 million was spent for new 
equipment leased to PFE. In the same period, PFE itself 
spent $93.5 million for new equipment; and Union Pacific an 
additional $658.5 million, excluding depreciation, for 
maintenance of existing equipment. Union Pacific finds the 
large expenditures for new equipment are required because 
shippers are increasly demanding specialized cars and which 
cost substantially more than a typical boxcar and, secondly 
because rapid improvements in power equipment require the 
replacement of outmoded units for reasons of economy and 
efficiency. 
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In connection with the power equipment, Union Pacific purchases the latest types of freight locomotives, including 5,000 and 5,500 HP diesel electric units. Locomotive sets consisting of as much as 12,000 to 15,000 horsepower operate ·· in through assignments for distances up to 1, 500 miles which . minimizes terminal delays and permits freight trains to operate at maximum permissible speeds. In connection with the foregoing, the previously discussed expanded use of radio and other improved communication facilities in daily operations and of data processing equipment in the preparation of train consist information has also greatly contributed to reducing train delays. Through the described improvements, Union Pacific increased its average freight train speed to over 29 MPH in 1964, which was an increase of 14 percent over the speed ten years previous. The average gross ton-miles per freight train hour handled in 1964 was more than 104,000, or an increase of 34 percent over that same ten-year period. 

As of December 31, 1964, Union Pacific owned 56,240 freight train cars. Such fleet represented a 3.6 percent increase over the prior 5 years and included 9,655 cars acquired since January 1960. In general the new cars are of greater carrying capacity than the retired cars so that during the 5-year period, Union Pacific's over-all carrying capacity increased by 6.1 percent. At the time the foregoing evidence was presented in early 1966, Union Pacific planned to add for the year an additional 7,000 new freight cars. To meet the particular transportation needs of shippers, Union Pacific, during the five years following January 1, 1960, expanded its covered hopper car fleet (which type of car is in great demand for hauling bulk grain and other commodities in bulk), from 2,605 cars to 3,988 cars; adding another 450 covered hopper cars in 1965; and commitments were made for 1966 for an additional 550 covered hoppers. 

Under the unification proposed, Union Pacific sees three factors which will contribute m~terially to improved car supply and utilization, i.e.: (1) Union Pacific will utilize its resources to acquire additional equipment to alleviate the severe shortage of freight cars existing on the Rock Island system, (2) single supervision of the consolidated freight car fleets, and (3) the elimination of junctions between the separate (thion Pacific-Rock Island) systems making all cars in the combined fleets "home" cars. Union Pacific presented an extensive elaboration of the three factors. Cross-examination of the supporting witness -discloses that such benefits may or may not be possible dependent upon a number of specific cir­cumstances and also that there must be some allowance made for the fact that the benefits are predicated upon a merger of the 
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entire Rock Island rather than of the northern Rock Island 
with a purchase by the . Southern Pacific of the southern Rock 
Island. However, it is unnecessary to discuss -and determine 
the large number of examples falling within each side of the 
issue. There is no dispute that under certain given cir­
cumstances substantial improvements can be accomplished. The 
significant result of the evidence is that under existing 
circumstances Union Pacific and Rock Island are not now able to 
take advantage of the clearly established improvements which 
would be available to them as a result of the merger. The 
total scope of the record made is convincing that through the 
merger, Union Pacific would be enabled to substantially improve 
and make more efficient use of empty cars in shipper and 
receiver interests; and that considerable expenditures would be 
necessary to rehabilitate and modernize the Rock Island 
facilities and equipment. 

An independent transportation consulting firm (Wyer, 
Dick & Co.) was employed to make a study of the total scope 
of effects resulting from the Union Pacific merger with the 
northern -Rock Island and from ~he Southern Paci~ic purchase of 
the southern Rock Island. 75Representatives of the consultant 
together with perspnnel of Union Pacific and Rock Island, among 
other things, made a thorough physical inspection of the Rock 
Island plant, from late 1962 through early 1963, including 
roadway properties and equipment. 

During that time 3,700 miles .were covered by Hy-rail 
car. It is unnecessary to detail all the numerous procedures 
followed in the inspection. It suffices to mention that the 
inspection team was well qualified and that they made frequent 
stops to inspect the condition of equipment, tracks, bridges, 
buildings and other facilities. Subsequently, additional 
inspections were made and some segments were reinspected. The 
inspection indicated deferred maintenance in many areas, par­
ticularly heavy on branch lines, but it was not known to what 
extent Rock Island would rehabilitate its properties with its 
own resources. The Rock Island lines were severely under­
maintained in comparison with the Union Pacific lines. Earlier 

75For the reasons already detailed, a Union Pacific 
merger with the entire Rock Island is properly not an issue 
of consideration and, accordingly, the Wyer, Dick study of 
such result is not applicable. 
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-herein in the discussion of the Rock Island (under the 
heading "Expenditures for Maintenance and Capital Improvements)," 
there is set forth in specific detail the Rock Island evidence 
bearing upon the deteriorated condition of its railroad plant. 

Following the described inspection of the Rock Island 
by Wyer, Dick, and personnel of Union Pacific and Rock Island, 
the parties were in accord as to the physical condition of 
the various properties and as to the needs for improvements by 
the way of rehabilitation, repairs, replacements and the likei 
The consultant estimated, with which applicants agreed, that 
based upon consummation of the merger in 1964-1965 and over 
the following four years a cash outlay of $28,400,000 would be 
required for roadway improvements76 and $107,771,600 for 
equipment improvements. The foregoing amount, would be in 
addition to _the substantial sum required to upgrade the 
previously-discussed deferred maintenance on Rock Island 
properties. 

In the earlier discussion of the Rock Island there was 
set fortn-the problems concerning its equipment fleet •. 
Following the reorganization in 1947 of the Rock Island, its 

.systemwide freight car fleet (exclusive of cabooses) was built 
up from a low of 26,206 cars at the close of 1948 to a high of 
30,741 cars ·at the end of 1952. In terms of serviceable cars, 
the fleet numbered 25,666 at the end of 1948 and 30,263 at the 
end of 1952. By the end of 1964 the fleet dropped to 26,696, 
or almost back to the 1948 level. Due to such decline, as Rock 
Island entered 1965 its freight sales personnel reported losses 
of traffic amounting to thousands of cars. At that time in 1965, 
Rock Island calculated its increased car requirements necessary 
to handle all types of traffic, i.e.: existing business, 
recovery of lost traffic, and available new traffic. 

The -transportation consultant in order to demonstrate the 
decline in Rock Island freight revenue resulting from the 
carrier's shortage of equipment, set forth a comparison of the 
total revenue ton-miles for the period 1954 to 1963 of Rock 
Island with competing railroads operating in generally Western 
District territory, the latter roads comprising the carrier 
parties to these proceedings, with a few exceptions. The 
comparison showed that .the Rock Island in 1954 handled 8.16 
percent of the revenue ~on-miles of all railroads in its com­
petitive territory but ·only 7.25 percent in 1963. If the 

76Between Council Bluffg-Davenport for line changes, 
signals and sidings; between Kansas City-St. Louis for line 
changes and signals; and system communications, principally 
a microwave system between Omaha and Chicago. 
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Rock Island had handled for 1963 the same percent as for 
1957, also 8.16 percent, it would have enjoyed 1,700,000 more 
net ton-miles and, based on average revenue per ton-mile for 
1963, it would have had increased opera.ting revenues of $21 
million and net income, before federal income taxes, of 
$14 million. 

As set forth before, for the four-year period 1966-1969, 
Rock Island estimated (apart from the merger) that systemwide 
it would need 7,250 new freight cars, 190 cabooses, 250 highway 
trailers and 105 locomotives at a total estimated cost of 
$172,592,000. 

It is noted that subsequently and during the course of 
the hearing, Rock Island had received certain units of new 
equipment. At the same time, experience since the estimates 
were prepared proved that certain requirements should have been 
revised upward. However, it would be without purpose and 
highly impractical to attempt to maintain a "last minute" 
estimate of Rock Island needs. The factor of real significance 
is that Rock Island's financial condition has remained in a 
serious state throughout these proceedings as .shown by its 1970 
quarterly financial reports to the Cowmission. And it is in no 
financial condition to effectively carry out to any significant 
degree the vitally necessary rehabilitation programs discussed. 
With respect to the matter of power, Rock Island's experience 
showed that with the changes occurring over the years in 
operating patterns and characteristics and increased train speeds, 
there is a continuing requirement for replacement of locomotives 
to assure a level of serviceability in the equipment fleet in 
order to assure dependable performance and minimize maintenance 
costs. Also, new power is required to keep pace with traffic 
growth and technological improvements. A later Rock Island 
estimate for costs of its systemwide fleet improvement program 
was $156,515,000, and very close to the estimate made by the 
transportation consultant of $153,844,100.77 

As of December 31, 1964, a comparison of the locomotive 
and freight car fleets of the Rock Island and Union Pacific 
from the standpoints of size, type, age, condition, and main­
tenance program, shows that Union Pacific's fleet is sub­
stantially superior to· thit of the Rock Island. 

77Illustrative of the above-discussed fluid condition 
of equipment needs is the fact that at the time of hearing on 
August 22-23, 1966, changes in various circumstances since 
February of the year resulted in a revision of locomotive 
estimates of 89 additional units with an increased cost of 
about $18 million. 
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Union Pacific's maintenance policy is to maintain its 
rolling stock equipment in the best condition within its 
knowledge so as to meet traffic requirements and to avoid minor, 
improper, and makeshift repairs. With particular respect to its 
locomotives, Union Pacific makes all maintenance necessary for 
the unit to go through another term of service, i.e., from 
350,000 miles to 800,000 miles depending on class and type of 
unit and service assignment. On the other hand, Rock Island's 
maintenance program has been limited and impeded by a serious 
lack of funds and it has been unable to carry on a regular, 
progressive maintenance program. For example, from an inspection 
of some 280 Rock Island diesel units it was disclosed that 50 of 
the locomotives would not run unless one to three of the pistons 
and rings were immediately changed and that by the following 
week the remaining pistons and rings, twelve or more, would 
.require changing. Under those circumstances only the number 
absolutely necessary to make· the locomotive operate were 
installed with work on the remainder deferred. Similarly, Rock 
Island was experiencing an increasing ratio of bad order freight 
cars and it had a large percentage of cars 30 years and older. 
Recently, the Rock Island has been upgrading its locomotives and 
car fleet. In view of the previously-discussed financial condition 
of the Rock Island there is little likelihood that the accomplish­
ments will go beyond an extremely limited degree of meeting the 
necessary requirements. Under the merger, Union Pacific will lend 
its resources; financial and otherwise, to carrying out the 
program in full and without delay. 

It is estimated that dislocation of existing forces as a 
result of the merger will be minimal, since there a~e so few 
common points on the Union Pacific and Rock Island lines. With 
respect to maintenance and repair of equipment, the merger will 
permit more efficient use of existing facilities, the elimination 
of duplicate shops, and the consolidation of repair facilities 
thus effecting economies and efficiencies which could not be 
achieved on a separate company basis. Major overhaul of diesel 
locomotives would be done at Union Pacific's two shops at Omaha 
and Salt Lake City, thus permitting the elimination of the Rock 
lsland shop at Silvis. Running repairs of locomotives would 
continue to be made at all of Union Pacific's present locations 
which include Council Bluffs, Kansas City, North Platte, Denver 
and Ogden, permitting the retirement of Rock Island's locomotive 
repair facilities at Council Bluffs and Kansas City. About 75 
percent of the running repairs done by Rock Island at Silvis would 
be transferred to a new diesel servicing facility at Blue Island. 
Major freight car repairs, including the construction and modi­
fication of cars, would be performed at Union Pacific's facility 
at Omaha. The carrier would continue its other repair and con_. 
struction facilities at Denver, Portland, Los Angeles, Spokane, 
and Pocatello. 
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Additionally, merger would permit the coordination and 
expansion of important research and testing activities, and the 
accomplishment of more efficient planning and standardization. 
Union Pacific anticipates that the coordinated efforts of the 
two staffs should permit the standardization of car parts 
throughout the merged system, reducing inventories, increasing 
savings through quantity purchases, and increasing the availa­
bility of cars by reducing and simplifying repairs. Also since 
the Union Pacific and Rock Island share many technological and 
engineering problems and since both roads now maintain extensive 
research and testing organizations, duplicate activities could 
be eliminated. 

Due to the passage of time, Wyer, Dick was requested to 
update its original improvement program. As of January 1, 1968, 
giving consideration to certain major changes which took place, 
as specifically detailed by the consultant, and based upon then 
existing wage and material levels, the roadway improvement program 
previously described in footnote 76 was estimated at $30,001,700. 
The ·updated equipment program showed cost of $81,270,100. The · 
principal reason for the difference between the costs of the 
original estimate and updated estimated is that Union Pacific 
leased to Rock Island a substantial volume of equipment, including 
2,626 freight cars, 100 cabooses, and 65 diesel locomotives. The 
aggregate cost new of the described equipment was about $56,000,000. 
The examiner notes from the Union Pacific 1967 preliminary report 
to stockholders, that of the total amount spent by Union Pacific 
during that year $33.1 million was for new equipment leased to 
the Rock Island. Aside from the receipt of lease rentals, Union 
Pacific, f -ollowing the merger, would have had already made a 
substantial investment in the required equipment improvement 
program. The updated equipment program includes the acquisition 
of 5,085 new freight cars, 86 new high horsepower diesels, and 
35 air-conditioned, double deck commuter cars. 

Union Pacific points out that during the course of these 
proceedings changes in technology and in makeup and flow of 
traffic would require some alteration in the estimated types 
and amounts of equipment required. Rock Island too had detailed 
a number of similar economic and operational factors which could 
cause its previously discussed estimate to be subject to 
adjustment upward or downward. Further, Union Pacific mentioned 
the obvious factors that over the passage of time to final con­
clusion of these -proceedings, increased needs and higher costs 
could well require a greater investment than originally estimated. 
It points out the great difficulty faced in attempting to set a 
precise dollar figure on the expenditures which would be required 
upon consummation of the merger at some indefinite future time. 
Nevertheless, Union Pacific stands fully committed to use all its 
resources, financial and otherwise, toward carrying out the 
tenor of the rehabilitation programs specified. 
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With further respect to the cost of the improvement 
programs, Union Pacific is confident that the program would 
practically carry itself giving effect to (1) i ncreased 
charges to depreciation on the new equipment, (2) lower 
~intenance cost on the new equipment, (3) higher per diem 
rates on the new cars, (4) the reduced fixed charges through 
financing equipment acquisitions by conventional equipment 
trusts at 5 percent interest on a 20 percent down payment with 
4.625 percent interest on the declining balance, and (5) can­
callation of bases. 

The Union Pacific-Rock Island merger is essentially an 
end-to-end unification. The proposed merged lines of the Rock 
Island have 14 common po1nts of service with the Union Pacific, 
as detailed below: 

City & State 

Colorado 
Denver (includes Pullman) ~' 
Limon 

Iowa 
Council Bluffs ':' 

Kansas 
Blair 
Colby 
Elwood 
Manhattan 
Sabetha 
Troy 
Wathena 

Missouri 
St. Joseph':' 

Nebraska 
Beatrice':' 
Fairbury 
Lincoln':: 
Omaha (includes South Omaha) ':' 

Population (1965) 

520,000 
1 ., 811 

58,500 

100 
4,210 
1,296 

26,000 
2,318 
1,149 
1,027 

77,000 

12,400 
5,572 

149,000 
340,000 

Of the above-named ~oints, those designated by an asterisk 
will continue to have service by at least two or more rail 
carriers. In other words, only nine points will have service 
solely by the Union Pacific. For further clarity of the matter, 
it should be pointed out that under the proposed purchase of 
ilie southern portion of the Rock Island, Kansas City, Mow-Kans., 
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and Abilene, McPherson, Salina, Sand Spring(s), and Topeka, 
Kans., will be served by the Southern Pacific. The anti­
cipated loss of jobs resulting from the merger is estimated at 
about one-tenth of one percent, and this factor is discussed 
in further detail l~ter. 

It is intended to continue operation of the two truck 
subsidiaries, Union Pacific Motor Freight and Rock Island Motor 
Transit, as separate entities and without any change in their 
present functions. Union Pacific Motor Freight operations are 
primarily limited to highway transportation of freight moving 
on rail rates and billing, which usually involves a prior or 
subsequent rail haul, and,in addition, it performs pickup and 
delivery service for trailer-on-fla.t-car movements at a number 
of stations on the Union Pacific and on L-C-L traffic at Los 
Angeles and Las Vegas, Nev. On the other hand, the R. I. Transit 
is primarily a conventional motor common carrier performing a 
regular motor carrier operation at motor carrier rates. These 
two operations are not susceptible to easy consolidation, but 
if, in the future, such consolidation seems advantageous, 
approval wlll be sought from the Commission. 

(4) Economies Through Consolidation 

Wyer, Dick made a determination of the probable economic 
results from the full merger of Union Pacific with the Rock 
Island, which for reasons already stated will not be considered, 
and also . with consideration given to the subsequent sale of the 
southern segment of the Rock Island to the Southern Pacific. 
The original eleven separate studies in various areas reflected 
the period between August 1, 1964, and February 1, 1966 and were 
subsequently updated to January 1, 1968, to reflect changes in 
conditions and increases in wages and materials. 

Under merger of Rock Island and after sale of the southern 
segment of the Rock Island to S~uthern Pacific (the pertinent 
portion of the study to be considered) the consolidation of 
forces, facilities and operations of the unified Union Pacific 
and the northern segment of the Rock Island will produce an 
ultimate annual improvement in net income before Federal income 
taxes at January 1, 1968 levels of $16,450,000 and will require 
a non-recurring net cash outlay of $5,055,000. All of the net 
cash outlay will be required during the first five years fol­
lowing consummation of ~he transaction. Union Pacific anticipates 
that almost all of the improvement in net income will be 
realized by the end of the fifth year. The items covered in the 
eleven studies and the savings estimated for each, based on the 
updated figures to January 1, 1968 are as follows: 
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Study No. 1 Consolidation of Stations and Terminals 

This study reviewed the operations at all points common 
to both lines and estimated the potential savings from merger 
as a result of serving each point with one unified operating 
organization. 

Consolidation of yard, station, mechanical, and other 
forces and facilities would take place at eight points, 
namely - Denver, Colby, Fairbury, Lincoln, Council Bluffs-Omaha, 
Beatrice, St. Joseph, and Manhattan, and result in increased · 
annual net income of $1,199,000. The principal consolidations 
would occur at Denver and Council Bluffs-Omaha., where existing 
Union Pacific facilities would be utilized and those presently 
in use by Rock Island would be abandoned. 

The proposed coordinations at Denver, Colby and Lincoln 
will require a total non-recurring net cash expenditure of 
$1,712,000, after allowance for cash recovery from salvage and 
non-recurring income tax benefits from property retired or sold. 
The net cash required would be used for construction of a new 
connection and rearrangement of Union Pacific trackage in the 
vicinity of its Denver Pullman Yard, and for construction at 
Colby and Lincoln for new connections so as to provide shorter 
routes between Denver-Kansas City and Omaha-Kansas City, as well 
as to permit related line abandonments. In addition, at 
Council Bluffs-Omaha a new connection would be constructed (no 
net cash would be required) so as to permit abandonment of a 
six-mile segment of Rock Island line west of Omaha. 

Study No. 2 - Elimination of Duplicate Lines 

In a few localities, the lines of the Union Pacific and 
Rock Island are parallel or, while close together serve the same 
area or the same points. This study determined whether after 
merger any such lines could ultimately be abandoned and still 

:.permit the maintenance of good service at all important shipping 
and receiving points to the benefit of the net income of the 
merged company. 

The original study contemplated abandonment of four Rock 
Island . lines of various lengths totalling 157.6 miles and two 
Union Pacific lines totalling 104.7 miles. The Rock Island line 
from Virginia, Nebraska, to Sabetha, Kans., (48.8 miles) has 
been abandoned and the line from Elmont to Troy, Kans., (68.4 
miles) has been abandoned. Abandonment of the four remaining . 
lines totalling 145.1 miles will improve annual net income before 
Federal income taxes by $1,175,000 and will generate $3.5 
million in net cash. 
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Study No. 3 - Effect of Merger on Lines Retained 

This study estimated the effect of merger on expenses 
and net cash required at locations on the remaining lines of 
the merged company after abandonment of duplicate lines, 
estimated charges in volume of traffic, the rerouting of 
through freight and passenger trains and the sale of the 
southern segment of the Rock Island to the Southern Pacific. 
After the sale there will be changes in the volume of traffic 
handled on certain lines and at terminals which are not common 
points. It is expected that the volume on the present Rock 
Island Kansas City-St. Louis line will be increased by over 
60 percent. In addition to an improvement program for this 
line, a new yard will be built in East St. Louis connecting 
with the terminal railroads (TRRA and A&S), the three Eastern 
systems (Penn-Central, N&W and C&O-B&O) as well as the Southern 
and L&N. The location of the new yard will permit expedited 
service to certain interchange traffic which presently incurs 
delays of 24 hours or more. 

~fajor- improvements at Chieag.:l include new, modern repair 
facilities, and a new track for expedited interchange to the 
IHB, B&OCT and Grand Trunk Western. 

Under the terms of the contract between Union Pacific 
and Southern Pacific, the existing Kansas City terminal 
properties of Rock Island would be acquired by Southern Pacific. 
As outlined in Section l(e) of the contract, it is recognized 
that sale of the southern segment of the Rock Island would result 
in an increased volume of traffic handled in the existing Union 
Pacific yard facility and it may require some use of the present 
Rock Island yard. 

Kansas City terminal was the subject of a special study 
and it was proposed that Union Pacific retain seven Rock Island 
yard tracks parallel and adjacent to its main line as well as 
two entry tracks. The plan provides for expedited ·interchange 
between the two roads including the interchange of solid trains 
with pooled locomotives and cabooses for through operation. 
Construction of six additional tracks in UP's Eighteenth Street 
Yard would also be used to provide a more efficient interchange. 

The result of this study is reflected in an annual 
net income loss of $41,000 and a net cash requirement of 
$5,224,000. 
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Study No. 4 - Utilization of Shorter or More Economical 
Joint Routes 

This study established the through routes which would 
be used by the merged company and the effect upon expenses 
of rerouting freight trains over such routes. 

An analysis was made of all available alternate routes 
taking into consideration mileage, number of tracks, track 

-structure, signalling, ruling grades, speed restriction, 
clearances, maintenance problems and abandonments. 

Both Union Pacific and Rock Island have routes between 
Omaha and Denver, Kansas City and Denver and Omaha and Kansas 
Cit~ but in each case the route of one company is superior to 
the other or a combination of the two lines available to the 
merged company offers a route superior to either of the two 
individual routes. Between Omaha and Denver the superior Union 
Pacific line will be used not only because it is 21 miles 
shorter than the Rock Island route, but because it has double 
track for 362 of the 650 miles, heavier rail, superior signaling 
and track structure as well as more favorable grades in both 
directions. 

Between Kansas City and Denver, the major freight route 
will be comprised of the best portions of the lines of the two 
companies via Oakly and Colby which is 43 miles shorter than 
the present Union Pacific service route via North Platte. Use 
of the Union Pacific line between Manhattan and Colby as 
proposed would eliminate the expense of upgrading a net of 
64 miles and in addition result in lower maintenance costs on 

-the Oakley-Cheyenne Wells segment. Selection of this route will 
permit abandonment of 86 miles of Union Pacific between Limon 
and Cheyenne Wells as well as 21 miles of Rock Island between 
Manhattan and McFarland and will also provide improved service 
for cities along the line such as Abilene and Salina. 

Between Omaha and Kansas City the major freight route 
would consist of the Rock Island segment between Omaha and 
Lincoln and Union Pacific segment between Lincoln and Kansas 
City. Such route will be 23 miles shorter than the present 
Rock Island and 50 miles shorter than the present Union Pacific. 
Use of the unified route described will permit abandonment of 
20 miles of Union Pacific line between Lincoln and Velparaiso. 

The improved annual net income from this study of $140,000 
only includes savings in train operation between Omaha and Kansas 
City, reduced mileage car rental payments resulting from use of 
the preferred routes, and the effect of the 7 mile shorter route 
between Denver and Kansas City for two passenger trains. 
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Study No. 5 - Duplicate Passenger Train Service 

This study established the through routes which would 
be used by the merged company and the effect upon expenses of 
rerouting trains over such routes. 

However, the operational changes and economies derived 
therefrom no longer appear to be an item of consideration due 
to the passage of PL 91-518, "Rail Passenger Service Act of 
1970, 11 enacted October 30, 1970. Further, inasmuch as · the amount 
of saving is of such small significance no weight was given to 
this item in Table 143, following. 

Study No. 6- Consolidation of General Offices, 
Departments and Divisions 

This study analyzed the existing forces and functions 
of the various departments of the two roads; determined a 
proposed organization which would be able to handle these 
functions after merger; and est~mated the savings resulting 
from consolidation of work load ahd elimination bf duplicate 
functions. 

Under separate operation, system headquarters are 
maintained by the Union Pacific at Omaha, Nebr., and by the 
Rock Island at Chicago, Ill. After merger Union Pacific's 
organizational arrangement would prevail and the functions of 
nineteen separate departmental executive and supervisory 
organizations of each company would be unified at Omaha, Nebr., 
but Chicago, Ill., would continue to have adequate system 
representation headed by a vice-president and staff. 

In most instances the work performed by Rock Island 
general office forces is of a system nature although in some 
cases, certain employees perform work which can be exclusively 
assigned to either the southern segment or the northern segment. 
It was, therefore, necessary to allocate the expense of the 
existing organization as between the two segments and the 
system (joint). The related wages were then assigned to the two 
segments and wages of the joint employees were allocated on a 
percentage basis. The additional forces, which it was estimated 
would be required by Union Pacific to handle the functions for 
the me,rged company after sale, \vere then determined and the 
savings were computed by deducting the estimated wages and 
other expenses of the additional employees required from the 
allocated expenses. 

- 604 -



F.D. No. 22688 

Based on Union Pacific study levels, it would require 
928 additional positions to handle the system and divisional 
functions of the merged company after sale. 'the estimated 
annual savings which is represented by salaries and wages, lower 
costs for fringe benefits, payroll taxes and incidental items 
aggregated $3,447,000 on January 1, 1968. 

Study No. 7 - Duplicate Freight Train Service 

This study reviewed all duplicate through freight train 
service to determine what changes would probably be made as 
a result of merger. 

Union Pacific and Rock Island each operate through 
freight train service between Omaha and Denver and between 
Kansas City and Denver on fixed schedules whether or not full 
tonnage is available. Combining the present scheduled freight 
trains between these terminii would permit operation of fewer 
regular trains each with heavier loads utilizing the most 
advantageous portions of the applicants' existing lines to 
attain the lowest practicable _Q..ut..-of-pocket cos._t..s and would 
result in improved annual income of $554,000. In addition the 
improved service detailed in the proposed schedules of Union 

.. Pacific (UP12-C) ·are in part made possible by operation of 
combined through freight trains over the most advantageous 
portions. · 

Study No. 8 ~ Traffic 

The change in gross revenues and the corresponding 
increases of expenses as they pertain to traffic studies do 
not come within the scope of economies as discussed herein. 

Traffic studies of the carrier parties including Union 
Pacific as they pertain to the transaction proposed herein will 
be discussed separately and will not be computed as an i tem 
of savings. 

Study No. 9 - Consolidation of Heavy Repair Facilities 

This study determined the locations which Union Pacific 
would use for heavy repairs to diesel locomotives, freight 
cars and passenger cars and estimated the savings resulting f rom 
consolidation of forces and facilities. 

Major overhaul of .diesel locomotives assigned to Rock 
Island's northern segment now performed by Rock Island at 
Silvis, Ill., would be coordinated into the Union Pacific 
shops at Omaha, Nebr., but the running repair facilities at 
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Silvis would be modified for increased efficiency and would 
be housed in a new building which would permit retirement 
of the present shop having about 291,000 square feet of floor 
area formerly used for steam locomotives. 

The Union Pacific shop at Omaha would be the main shop 
for all through line passenger equipment of the merged company 
and the present Rock Island shop at Chicago, Ill., would be 
retained for cycle repairs for commuter equipment consisting 
of 65 air-conditioned double deck cars and 20 other modern cars. 

The Union Pacific major freight car shop at Omaha would 
continue to handle the assembly of new cars, major modification 
of existing cars, and repairs to heavily damaged cars. The 
Rock Island does not have a similar system shop and its only 
program repair point on its northern segment is located at 
Chicago; Ill. The merged company would establish a program 
repair point at Silvis and would also have program repair 
facilities at six other locations. 

Consolidation of heavy repair functions and facilities 
for diesel locomotives, freight cars and passenger cars as 
proposed results in improved annual net income of $60,000 and 
required a net non-recurring cash expenditure of $97,000. 

Study No. 10 - Cost of Labor Protection 

This study estimated the cost of labor protection under 
conditions for the benefit of employees that might be pre­
scribed by the Commission in an order approving the proposed 
merger between the Union Pacific and Rock Island. For the 
purpose of this study, it was assumed that the Commission would 
prescribe the conditions in Southern Railway Co.-Control­
Central of Georgia Railway Co., 317 ICC 557, 588 (1962), as 
clarified in 317 ICC 729 (1963) and as further clarified in 
320 ICC 377 (1964) and 331 ICC 151 (1967) would provide 
appropriate, fair and equitable protection for any and all 
employees who might be affected adversely as a direct result 
of merger. 

The estimated cost of labor protection assumes that the 
-above conditions would be applicable. Also, taken into account 
are the provisions of the Washington Agreement and the 
February, 1965, Mediation Agreement where these agreements would 
provide greater benefits to employees. The Railway Labor 
Executive Association and the Brotherhood of Locomotive Engineers 
are the only interveners representing the employees and they 
did not take any exceptions to the studies nor did they file 
any evidence or exhibits contesting the results of the studies. 
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The total cost of employee protection includes the 
estimated cost of Union Pacific of protecting employees 
assigned solely to the northern half of Rock Island (merged 
company) and the estimated initial cost to Union Pacific of 
protecting so-called "joint" employees. Under the Agreement 
between Union Pacific and Southern Pacific dated March 17, 
1965, Southern Pacific has a contractual obligation to pay 
.45% of the cost of labor protection borne by Union Pacific 
in respect of Rock Island employees whose work is not directly 
assignable to either segment. The updated nonrecurring cash 
requirement for Union Pacific after income taxes is $1,526,000 
and five percent interest on this amount of $76,000 is included 
as a continuing deduction in annual net income. 

Components of the total costs and net cash requirements 
include the expected costs to the unified company to provide 
displacement allowancesfor persons placed in a worse position, 
dismissal allowances for persons placed in a worse position, 
dismissal allowances for persons deprived of employment, 
separation allowances payable in lump sum settlements, moving 
allowances payable to affected employees who ac~pt employment 
at other locations, and allowances for losses incurred by 
employees obliged to sell their homes and move to other 
locations. 

Subsequent to the close of the record, in these pro­
ceedings, the Union Pacific and the Railway Labor Executives 
Association entered into employee protection agreements 
iExhibit 1375) in accordance with Section 5(2)(f) for the 
protection of the interests of employees who may be adversely 
affected in connection with the proposed merger of Rock Island 
in Union Pacific. It is clear that such agreements will have 
some effect on the above-discussed estimated costs of labor 
protection, but the changes were not presented in evidence and 
no findings may properly be made with respect to the cost of 
labor protection. 

Study No. 11 - Insurance 

This study reviewed the practices of the two roads with 
respect to insurance of all kinds and determined whether 
merger would make possible a reduction in the cost of 
insurance. 

It is estimated that by combining the coverage of the 
two companies under the Union Pacific policy the total annual 
savings would be $80,000. 
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TABLE 143 

SUMMARY OF ESTIMATED IMPROVEMENT IN NET INCOME AND 
NET CASH REQUIREMENTS ADJUSTED TO JANUARY 1, 1968 LEVELS 

Study 
No. 

1. Consolidation of stations 
and terminals 

2. Elimination of duplicate 
lines 

3. Effect of merger on lines 
retained 

4. Utilization of shorter or 
more economical joint 
routes 

6. Consolidation of general 
offices, districts and 
divisions 

7. Duplicate freight train 

8. 
9. 

10. 
11. 

service 
Traffic studies* 
Consolidation of heavy 

repair facilities ** 
Cost of labor protection 
Insurance 

Total 

(;-Realized L-Required 

Final 
Savings 

$1,199,000 

1,176,000 

(41,000) 

140;000 

3,477,000 

554,000 

60,000 
(76,000) 
80,000 

$6,569,000 

Final 
Net Cash 

$1,712,000-L 

3,504,000-G 

5,224,000-L 

97,000-L 
1,526,000-L 

$5,005,000-L 

( ) - Loss 

* See discussion in Study No. 8, in the foregoing portion of 
this section. 

** See discussion in Study No. 10. 

In summary, it is quite clear from the table above, except 
for item 10, that in consummating the end-to-end merger here 
proposed the net savings to be realized over the five year 
period would almost be negligible ($1,564,000). Such savings, 
however, assume significant importance when viewed together 
with the permanent improvements in earnings which would result 
from increased traffic and revenues in the unified operations. 
This feature of increased traffic and revenues will be more 
fully discussed in another section of this report. 
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m Supporting Evidence of Shippers and Public Witnesses 

As previously discussed, each carrier party to the proceedings 
has limited its shipper and public witnesses to 20 in number. In 
general, those supporting the Union Pacific-Rock Island merger find 
that the Rock Island services and car supply are inadequate for their 
transportation needs. They support the extension of Union Pacific's 
service east of the Missouri River gateways to Chicago and St. Louis. 
The principal benefit anticipated from such Union Pacific single-line 
service is the elimination of interchange delays, particularly at 
the Council Bluffs-Omaha gateway. The shipper$and receivers to remain 
competitive and many of them because of the perishability of their 
product or carrying of limited inventories, require a fast, dependable 
transportation service. 

Other anticipated benefits of the Union Pacific single-line 
service are a lessened chance of damage to shipments , more efficient 
claims settlement, improved tracing of cars and less difficulty in 
negotiating rate adjustments. Also, an improved car supply is 
expected because empty cars would be returned faster and a portion of Rock Island's fleet would be combined with that of Union Pacific. To 
the extent their data were made of record, the shippers discussed 
below accounted for a total of over 90,000 cars annually. 

The witnesses are aware of the financial strength of Union 
-Pacific and the carrier's pledge to expend substantial sums to the 
improvement of the Rock Island portion of the merged system. Various witnesses further stated their reasons for preferring the Union 
Pacific merger over the North Western control. However, such reasons 
will not be discussed in view of the discussion and findings herein 
that the North Western control should be denied on other grounds. 

The individual evidence of the witnesses follows. 

A meat processor at Greeley, Colo., served by the Union 
Pacific, had sales for 1965 of $84.5 million and total freight costs 
of $4.3 million. Such freight costs were 80 percent rail. Also 
in 1965, the processor shipped 4,635 rail cars of principally fresh 
meat (80 to 85 percent of the cars) and frozen meats, hides, tallow, 
and meat meal. At least 80 percent of the total number of cars 
moved to the East Coast, predominantly by rail. In general, rail 
movements to the northeast, 70 percent of its traffic, is routed via 
the Cquncil Bluffs gateway, and to the southeast via the Kansas City 
and St. Louis gateways. The shipper requires a fast and reliable 
s~rvice due to the perishable nature of its products and also such 
service to enable it to compete in the eastern markets. It normally 
operates on a 4 to 5-day schedule to the East Coast, competing with 

.. packers in Nebraska, Iowa, Missouri and Minnesota who receive a 
3-day service. The shipper has experienced a number of delays 
primarily at interchange points and especially at the Council Bluffs 
gateway where it allocates traffic between the North Western, 
Burlington, Illinois Central, Rock Island and Milwaukee. On numerous occasions late arrivals have been rejected by customers with 
resultant losses of considerable amount to the shipper. Based on its experience with single-line rail service on westbound movements, 
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shipper believes that the eastbound single-line service resulting 
from the Union Pacific-Rock Island merger would improve the speed 
and reliability of the rail service it receives to the Chicago 
gateway. Following the merger, the shipper would, as in the past, 
continue its present practice of allocating traffic among the 
various lines, providing they continue to furnish good service. 

A related company to the above-shipper, engages in the 
feed supply business with grain elevators at Goodland, Kans., 
capacity: 1,100,000 bushels and Cozad, Nebr., capacity: 700,000 
bushels. The grain is transported to the shipper's feed lots at 
Greeley, Colo. The Goodland elevator is located on the Rock 
Island and shipments require a double line movement to reach the 
feed lots at Greeley. The shipper has not been able to negotiate 
adequate rates with the Rock Island and, accordingly, it has had to 
use trucks to transport the grain at an increased cost. The 
shipper believes rate negotiations could be achieved more readily 
with a single-line carrier, such as would result from the merger, 
and if accomplished, it anticipates t~rning over to the unified 
system additional annual shipments of 1,500 rail cars of grain. 

A large producer and distributor of diversified forest 
products operates 12 sawmills, producing in excess of 645 million 
board feet of lumber annually, 5 pl)"vood plants, 8 plants making 
factory built homes, 7 pulp paper mills, 5 envelope plants, 15 
corrugated container manufacturing plants, and numerous building 
material outlet stores and distribution centers. The shipper 
utilizes private, contract and common motor carriers, and rail 
carriers; and had a total transportation cost for 1965 of $40 
million. 

Of the 12 sawmills, 8 are located on the Union Pacific at 
Emmett and HcCall, Idaho, LeGrande, Elgin and Joseph, Oreg., and 
Yakima, Wash.; 1 mill is located on the Northern Pacific at 
Spokane, which point is open to the Union Pacific, Milwaukee, and 

.Great Northern, with the latter performing reciprocal switching; 
2 mills are located at points (unnamed) on the Southern Pacific; 
and 1 mill at a shipperownedshort-line railroad in Oregon which · 
connects with the Southern Pacific. Of the plywood plants, 2 are 
located on the Union Pacific at Eldon, Oreg. (Elgin, Or·eg. ?) and 
Washoe, Idaho; 1 on the Northern Pacific at Yakima, open to 
reciprocal switching; 2 on the Southern Pacific, one each at 
Independence and Medford, Oreg.; 1 on the previously-referred to 
shipper owned short-line railroad which connects with the Southern 
Pacific; and 1 about to begin production at Kettle Falls, \vash., 
on the Great Northern. 

The envelope plants are located, one each at Addison, Ill., 
on the Illinois Central; D~llas on the Katy; Allentown and 
Pittsburgh, Pa., and Cleveland, Ohio. The corrugated container 
plants are located, one each at Wallula, served jointly by the 
Union Pacific and Northern Pacific; Burley, Idaho, served by the 
Union Pacific; Salem, Oreg., on the Southern Pacific and Oregon 
Electric; Sunnyvale, Calif., on the Southern Pacific; Torrance, 
Calif., on the Santa Fe; Golden, Colo., on the Colorado & Southern; 
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\vest Memphis on the Frisco, Ne,.;ton, N. C., on the Southern; Stratford, Conn., on the New Haven; and La Port, Ind., on the Penn Central. A plant at West Jordon, Utah, on the Rio Grande, manufactures cut~to-order component parts of homes; and another plant at Bend, Oreg., produces particle board. 

Most of the plants and mills from which shipments are made to eastern markets are either located on the Union Pacific or ship in part via the Union Pacific. Thousands of carloads of lumber ·products move by rail each year with 90 percent destined east of the Mississippi River, of which 60 percent is transported by the Union Pacific as the originating carrier. In 1965, the shipper tendered to rail carriers 247,876 tons of paper and paper products, of which tonnage approximately 45 percent was destined east of the Missouri River. It is the shipper's policy to divide its business proportionately among the carriers that do a good trans­portation job, both from a cost and service standpoint, and to the best of the shipper's ability it favors the origin carrier \vi th the maximum haul. 

To the shipper, major factors in transportation services are transit time, adequate supply of cars, and damage to lading. In the shipper's large volume of business, it finds that the faster shipments are delivered the quicker payments are received and empty cars are returned; both of such results to the ultimate end of enabling the shipper to increase its business. In further connection with the service factor, the shipper is also a receiver of a substantial and wide variety of raw· rna terials and suppties. It is forced to tie up large amounts of working capital because existing rail transit schedules are not reliable. A fast and dependable rail service; one that would afford even so much as a day or ~wo reduction in transit time per car, would enable the shipper to free a great dollar amount presently invested in inventories. The shipper also finds that multiple handling of cars results in greater damage to lading. 

At the time of hearing, on February 20, 1967 when the Northern Lines case was still pending, the shipper expressed the view that following the foregoing transaction, the unified carrier could eliminate switching at the Twin Cities (by Minnesota Transfer Railroad) and instead provide a single-line service from points in the Pacific Northwest, specifically naming Wallula, Vancouver, Yakima, and Salem to Chicago. Thus, the unified carrier would be in a position to provide an improved and faster service. By reason of the foregoing, the shipper expresses the opinion that the Union Pacific would be at a competitive disadvantage, unless the Union Pacific could provide a single-line service to Chicago. It is the shipper's further view that the proposed single-line operations of Union Pacific, which would eliminate intermediate interchanges at Fremont and Council Bluffs, would result in faster deliveries to the midwes~ gateway of Chicago. Based on its experience of the Union Pacific being "a very good line" and with no complaints on Union Pacific service where plants are local to 
~uch carrier's lines, the shipper assumes that, following elimi­nation of interchange under the merger, the Union Pacific would 
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improve service if at all possible. The shipper anticipates 
that the expected improvement in transit time by Union Pacific 
would result in improved car utilization; i.e., faster delivery; 
faster return~ and that the merger of the two carriers would 
bring about a greater pool of available equipment. 

In general, the shipper is of the opinion that improvements 
in rail services would come about if there were three or four 
Coast-to-Coast single-line rail carriers and if numerous 
smaller railroads were to be eliminated, through mergers or other 
unifications. 

An independent freight traffic consultant, who - is also an 
attorney-at-law, has had 20 years experience in freight traff i c 
and transportation. He appeared on behalf of "dozens and dozens'' 
of shippers on the West Coait who use the Rock Island in con­
nection with shipments to and from the West Coast, and various 
named manufacturer traffic and shipper associations. The shippers 
and associations support the Union Pacific-Rock Island merger 
application because they find that the Rock Island is not 
presently a satisfactory railroad and must, in their opinion, be 
merged with stronger railroads which can better serve the West. 
More specifically since the post-war years, the consultant has 
not been able to reco~~end to his clients a single plant location 
on the Rock Island because the carrier does not provide a sat is ­
factory service responsive to the needs of shippers in the West 
who use the Rock Island as part of their movement within Western 
Trunk Line and Southwestern Territory. 

Rock Island's service has been especially unsatisfactory 
for the potato and onion shippers, principally because the Rock 
Island does not fully participate on a through or diversion rate 
basis in transcontinental traffic between the Minneapolis area 
and Kansas City even though Rock Island is the short line and most 
desired carrier to connect with the Northern Pacific, Great Northern 
and other routes via ~finneapolis. Rock Island has cited its high 
costs of operation as the reason for its non-participation. 
Additionally, Rock Island has refused to join in rates on corn to 
the Pacific Northwest, although it does participate in rates to 
California, Utah and Arizona over the Tucumcari gateway or over 
Colorado junctions. In 1966 one of the most serious problems 
affecting the Northwest was the availability of Midwest corn. 

On transcontinental schedules such as Chicago to Seattle 
or Chicago to Oakland, the shippers and associations do not use 
the Rock Island because the carrier's service is generally one day 
longer than service by the Union Pacific-North Western, Union 
Pacific-Milwaukee or Union Pacific-Burlington (Grand Island). They 
have no complaints as to the service rendered by the other carriers, 
but point out that the Rock Island loses a share of their business 
as a result of this service deficiency. A Union Pacific-Rock 
Island merger resulting in an all Union Pacific route as opposed 
to the present Union Pacific-Rock Island route would, they believe, 
save 24 hours on the present transcontinental schedule thus making 
it comparable to that of the other carriers. 
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The shippers and associations believe the Union Pacific 
is best qualified to revitalize the northern part of the Rock 
Island because it has the financial ability, the men

1
and the 

know-how which are necessary. Proof of this is evidenced in the 
Union Pacific operations today and the vigor of their effort to 
take on this additional area of operation. 

Although approval of the merger, (as herein considered of the 
northern portion of the Rock Island) would break up single-line 
service from Twin Cities, Chicago and intermediate points to 
Texas and Oklahoma, the shippers and associations believe service 
would not be impaired because Union Pacific and Southern Pacific 
have worked together on through transcontinental schedules over 
Ogden and would integrate a through schedule . on their north-south 
traffic that would be as good as their Ogden ~ interchange. 

\vith respect to rates, they believe the merger will reduce 
the high costs of operation of the Rock Island and, thus, enable 
the carrier to fully participate in rates on the Minneapolis-Kansas 
City route. Additionally, if the Rock Island is integrated into 
a transcontinental system with Union Pacific serving the Rock 
Island corn belt area, they believe such corn would get to the 

·· Pacific Coast. 

The shippers and associations further believe that the 
merger and sale would assist in improving rail service, particularly 
resulting in faster transit times, and in reducing costs. In turn, 
the Union Pacific would be better able to meet the increased com­
petition from motor carriers, exempt truck hauling, intercoastal 
steamships, foreign imports from the West Coast and reduced air 
freight rates. 

A nationwide shipper of fresh potatoes has its packing 
plants at Rigby and Ucon, Idaho, at which points the only rail 
service is provided by the Union Pacific. About 90 percent of 
the shipper's traffic is transported by rail carrier with such 
movement aggregating 32,000 rail carloads in 1965. Also, 90 percent 
of the shipper's traffic moves to territory east of the Missouri 
River with an extremely heavy volume of rail shipments to the 
southeast, via the Kansas City gateway. Not more than 20 percent 
of its eastbound shipments moves through the Chicago gateway. 

Competitive conditions demand that the shipper be afforded, 
and it expects to receive from the Union Pacific as a result of the 

- merger, a dependable on-schedule movement of loaded cars and a 
~st return of empties. It anticipates that the proposed single­
line services of Union Pacific to St. Louis and Chicago would 
el : minate the present one-day and two-day delays in deliveries 
and which the shipper attributes to interchanges. In the 
shipper's past experience, had it not been for the prompt handling 
of empty cars by the Union Pacific there would have been many 
occasions when the shipper would have had a severe shortage of 
empties. 
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Initially, the shipper would divert about 10 percent of 
its interchanged traffic to the Union Pacific single-line 
services. It would not continue any interchanged movements, 
which as to a substantial portion of such traffic, were inferior 
to the single-line operations. 

A rMnufacturer and fabricator of crop and storage con­
ditioning equipment, precision hydraulic equiprnent and metal 
buildings has a manufacturing plant at Behlen, Nebr., served 
by the Union Pacific. The manufacturer's inbound traffic · consists 
of about 30,000 tons per year of galvanized iron and steel in 
coils and sheets and iron and steel of all descriptions. The 
major source of steel supply is from the Chicago area. About 
50 percent of this inbound transportation is by rail, and which 
>vas 325 carloads for 1956, about 10 percent by motor common 
carrier and about 35 percent by the manufacturer's own trucks. 

The manufacturer has experienced numerous delays in securing 
an adequate number of cars at eastern and midwestern origins, as 
well as delays up to as much as 48-hours at the Chicago terminal 
and at the Council Bluffs interchange. Reliable transit service 
is necessary as production s~hedules depend upon a flow of raw 
materials. Union Pacific, under the merger, would provide a direct, 
single-line service from the supply sources in Chicago to the 
plant site, eliminating the necessity of an interchange at 
Council Bluffs with the Rock Island. Further, the manufacturer 
anticipates that the single-line service would result in_ a more 
rapid turn around, so that rail cars would be available for 
reloading sooner. 

The manufacturer has considered setting up a facility near 
La Salle, Ill., to handle the receipt and the return of its trucks 
by rail piggyback. From the facility, the manufacturer's products 
would be distributed by truck throughout its sales area in nearby 
States. It estimates this rail movement would amount to 30 
trailers per week (which are presently moving over the highway). 
To be successful, the plan requires a high degree of control as 
well as rapid turn around so that equipment is not ~nnecessarily 
tied up. The manufacturer is unwilling to institute such arrange­
ments under multiple-line rail movements but it would give serious 
consideration to put the plan in - operation if it has available 
the single-line service which would result from the merger of the 
Union Pacific and Rock Island. 

A California non-profit marketing association, with over 60 
members (a typical member was a packing association in a specific 
growing area which, itself, might have over 100 individual growers 
as members), among other things, makes transportation arrangements 
for the members. In 1965, the Association shipped approximately 
78,420 tons of perishable fruits from California and Arizona to 
the southwest, midwest, and eastern states. The 1965 traffic 
included 2,393 rail carloads, which accounted for well over half 
of the total tonnage shipped, the great majority of which moved to 
areas east of the Rocky ~fountains. Although the exchanges are 
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spread over the entire state of California, the heaviest shipping 
points are in the San Joaquin Valley; Southern California is one 
of the smallest originating areas. The predominant portion of the 
shippers' long haul traffic is shipped over the central route 
via Southern Pacific-Union Pacific, about 8 percent is shipped 
over the Southern Pacific-Tucumcari route, and about 30 percent 
via the Santa Fe. 

The principal benefit which the Association expects to 
receive as a result of the resulting Union Pacific single-line 
services to Chicago and St. Louis, is a more dependable and 
reliable on-schedule service by reason of the elimination of 
interchange delays. Expeditious movement of perishable commodities 
is an absolute necessity; any reduction in transit time would 
increase the amount of acceptable quality fruit at destination. 

Although the Union Pacific-Southern Pacific interchange at 
Ogden would remain, the Association considers such interchange 
similar to a single-line operation, principally due to the 
cooperative attitude between the above two carriers. If Southern 
Pacific obtains the southern lines of the Rock Island, the exchange 
anticipates improved rail service on its Southern California to 
Chicago traffic which presently moves via the Southern Pacific-Rock 
Island. Instead of Tucumcari, the interchange would be at Kansas 
City and between Southern Pacific and Union Pacific. The association 
believes the two carriers would affect a similar efficient inter­
change at Kansas City as they have done at Ogden. 

Ano.ther factor of considerable importance is an adequate 
supply of equipment. All of the shipments move in refrigerated 
equipment. The produce moves eastward from the Pacific Coast 
and empty refrigerated cars are returned back to the 'vest Coast 
for loading. At present there is often a delay in several days 
in turn around time at the destination points after the produce 
has been unloaded, and before the empty car is routed back. The 
a~iatbnbelieves that the expansion of the Union Pacific area of 
service through merger with the Rock Island would result in a 
considerable reduction of this turn around time. 

A grower and processor of fruits has plants for storage 
and processing of fresh fruits and brine cherries at Yakima, 
Zillah, and Grandview, Wash., served by both Union Pacific and 
Northern Pacific; Oroville, Wash., served by the Great Northern; 
Milton-F~eewater, Oreg., served by Northern Pacific; and Hood 
River and The Dallas, Oreg., and Payette, Idaho, served by the 
Union Pacific. All inbound movement is by farm trucks, with an 
occasional shipment between plants by either regulated or exempt 
motor car·riage. Outbound shipments are equivalent to about 
2,500 carloads annually of which 60 percent is by rail and 40 
percent by regulated and exempt motor carriage. Approximately 
80 percent of the rail shipments are destined for points in Eastern 
United States of which about 80 percent moves through the Chicago 
gateway. 
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Dependable fast rail service is extremely important not 
oply because of the perishable nature of the shipments but also 
because it is necessary to reach the market at specific times to 
take advantage of specific price quotations. Delays of as much 
as 24 hours have been extremely costly. Shipper has found that 
failure to keep schedules can be traced to interchanges with· 
intermediate lines not being handled promptly, once shipper's 
cars have been turned over by Union -Pacific. Shipper believes 
the single-line service to Chicago and St. Louis resulting from 
the proposed Union Pacific-Rock Island merger will be superior 
as to speed and reliability than the existing ~rrangement with 
the interchange through the Omaha gateway. 

Diversion privileges are also very important to shipper 
because many of the products are sold in transit. Once the cars 
have left the Union Pacific, it is much more difficult to trace 
them through intermediate and terminating railroads so that a 
diversion order may be placed. 

A shipper of grain has two grain elevators. One in Colby, 
Kans., has a capacity of 2,750,000 bushels, ships an annual 
averageof 289 rail cars, and is served by the Rock Island. The 
other elevator in Hoxie, Kans., has a capacity of 1,125,000 
bushels, ships an average annual shipment of 189 cars, and is served 
by the Union Pacific. All of the wheat from both elevator fac~lities 
is handled by rail. About 90 percent of shipper's wheat is shipped 
to Kansas City grain terminals. In the past, shipper has experienced 
substantial difficulty in securing an adequate supply of rail cars. 
At times, during the harvest season, the wheat was piled ori the 
ground without protection because shipper was unable to secure 
sufficient cars. 

Shipper believes that the proposed Union Pacific-Rock Island 
merger with the resulting elimination of interchanges and expansion 
of single-line service from both of shipper's facilities would 
avoid many of the delays encountered in securing cars. Union 
Pacific has a larger supply of equipment than Rock Island and is in 
a better financial position than Rock Island to purchase new cars; 
additionally, shipper would be dealing with one railroad instead 
of two. The single-line service would also provide shipper with 
additional terminal markets, thus broadening its market and 
opportunities to expand. 

' A manufacturer of beet sugar and sugar by-products such as 
molasses and beet pulp,has plants at Lewiston, Utah; Rupert 
(1-fyers), Idaho; Twin Falls (Mdfillan), Idaho; Nampa (Fischer), 
Idaho; and Nyssa, Oreg. The rail designations are shown i n 
parenthesis. Bulk and liquid sugar distribution warehouses are 
at Portland, Seattle, and Ogden. Bag-sugar storage and dis­
tribution points are at Clearfield, Logan, and Ogden, Utah, and 
Preston and Burley, Idaho. Hajor liquid distribution points a r e 
at Kansas City, Mo., Grimes, Iowa and McKees Spur, Minn. All of 
the foregoing shipping points are served by the Union Pacific 
except the Kansas City facility, which is located on the Kansas 
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City Southern. Also, Grimes and McKees Spur are located on the 
Milwaukee. 

Shipper manufactures 725 million pounds of sugar annually, 
of which 55 percent is shipped as bulk and 45 percent is ~hipped 
in bag. Approximately 87 percent of the traffic tonnage (sugar 
beets, sugar, and the like) is moved by rail with the balance, 
mainly in local distribution, transported by motor carrier. The 
rail volume totals about 69,000 cars annually and $10 million in 
freight charges. 

Sugar is shipped nationwide directly to the purchaser. 
Bulk dry sugar is shipped to the previously named liquid dis­
tribution stations, converted to liquid sugar, and distributed 
locally by motor carrier. As to movements to Grimes and McKees 
Spur no merger benefits are involved. About 300 thousand tons 
of beet pulp is shipped annually from factories to points in 
California, Oregon, Washington, Utah, Idaho and Oregon. 

Shipper is in a highly competitive industry and requires 
an adequate car supply, reasonably rapid traniit'time, rapid car 
tracing service, prompt claims settlement procedure, and an 
adequate rate structure. 

It has been shipper's experience that transit time, car 
tracing service, and other elements of rail service are superior 

. when performed by a single-line to destination than when more than 
one railroad is involved. As a matter of company policy originating 
and delivering carriers are given the longest possible haul over the 
carrier's lines and the shipper would continue such policy following 
the proposed merger. However, most of shipper's competitors, 
including those in California, Washington, and Colorado, have 
single-line service to the principle sugar marketing areas of the 
Midwest, such as Chicago and St. Louis. Shipper supports the 
Union Pacific-Rock Island merger because it would provide such 
single-line service to above-mentioned principle sugar marketing 
areas of the midwest. 

A shipper and receiver of grain and fertilizer located in 
Superior, Iowa is served only by the Rock Island. Inbound 
shipments of grain are by truck from the farms and of fertilizer 
entirely .by rail. Presently inbound shipments of fertilizer 

- average 70-100 rail cars. Annual outbound shipments of grain 
average about 700 carloads and a volume by truck equivalent to 
about 350 carloads. 

Most of the corn shipments are destined to river markets 
to the north, such as St. Paul, Savage and Duluth, Minn., and 
substantial shipments also move to Des Moines and Muscatine. 
\vhere processing is involved, there is an inbound movement of 
soybeans and a transit outbound on~ normally, the Rock Island, 
which provides a single-line service to Des :Moines and Husca tine. 
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The Rock Island also provides the shipper a two-line service to 
Duluth and a superior single-line to Chicago. 

The shipper requires an adequate car supply and frequent 
service in order to be competitive. Except for peak movements, 
its car supply has been adequate. The shipper is here concerned 
about the preservation and upgrading of the Rock Island, and 
fears that if the North Western acquired control of the Rock 
Island, service and car supply would deteriorate. Shipper has 
been getting a lot of business from a competing grain elevator 
located nearby on North Western lines because this competitor 
is not able to get adequate cars and service from the North 
Western. Shipper believes the Union Pacific acquisition of the 
Rock Island will mean a better car supply and preservation of 
the Rock Island service. 

An Iowa-Illinois non-profit corporation formed to promote 
the industrial development of ten contiguous municipalities in 
the Quad Cities area (Davenport~ Bettendorf, Riverdale, Rock 
Island, East }.feline, ~filan, Carbon Cliff, Colona and Silvis) is 
in an area devoted largely to heavy industry dependent sub­
stantially upon the rail transportation services. The area is 
the largest manufacturer of farm implements in the United States, 
if not in the world, and is dynamically growing. Industrial 
construction companies have been averaging $30 million a year 
every year since 1960. From a transportation point of view, the 
area is well served by rail, wate~ and motor carriers. 

The organization is of the view that the Union Pacific-Rock 
Island merger would insure preservation of the Rock Island as a 
main line, especially with respect to the route from Omaha to 
Chicago which, in turn, would place the Quad Cities area on a 
single-line transcontinental railroad with an eastern terminus at 
Chicago. Union Pacific has considerable financial resources 
and thus, the capability of improving the Rock Island plant 
additionally, Union Pacific has a strong policy of industrial 
development, all of which would benefit the Quad Cities area. 

On the other hand, the organization fears that the North 
Western proposal might result in the Quad Cities area being 
downgraded because the present rail lines in the area might 
become secondary main lines of lesser importance in the North 
Western-Great Western-Milwaukee-Rock Island system. 

A publishing and printing company located in Des Moines 
is served by the NorthWestern ( including the former Great 
Western) and the Rock Island. Shipper has inbound shipments 
of raw paper, about 90-95 percent by rail, from origins in 
Minnesota and Wisconsin, moving principally through the Chicago 
and Twin Cities gateways; and outbound shipments of publications, 
about 60 percent by rail. The market which shipper is primarily 
interested in and in which shipper is particularly competitive is 
the continental United States. Its competitors are at Chicago, 
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St. Louis, Kansas City, and Dayton, Ohio, Louisville, Ky., and Philadelphia, Pa. In 1965, shipper had approximately 632 cars of paper inbound via the Rock Island and 610 rail cars outbound. 
Magazines are a very perishable product from the standpoint that they are a dated item, and the shipper requires prompt service and distribution of its magazines in order to meet deadlines and to remain competitive, especially on West Coast deliveries. Every time shipments must be interchanged, there is an opportunity for delay. Shipper has had normal problems on interchange shipments at the Council Bluffs gateway with both Rock Island and North Western. In particular, with respect to the Rock Island from service failures of the Rock Island trains which miss ~onnections with the Union Pacific train. On one traffic movement, shipper had so much trouble it had to eliminate - the Rock Island and use other rail carriers. Although Des Moines is several hundred miles closer to the West Coast than Chicago and St. Louis, the Des Moines shipper finds that his competitors at St. Louis and Chicago are receiving much faster scheduled deliveries to the West Coast, as much as by a full day. The shipper supports the Union Pacific-Rock Island proposal, a basically end-to-end merger to. whic& wouid provide a single-line service to the West Coast thus eliminating interchange problems. 

Additionally, a substantial portion of the outbound shipments are in refrigerator cars (o,\lle:i by PFE) which have previously been used to transport vegetables. The shipper's products require a high grade, clean car, but it has frequently received cars from the Rock Island that have not been adequately cleaned or not cleaned at all, all of which has caused delays. Shipper believes that the Union Pacific acquisition of the Rock Island with the former's greater financial resources would mean a greater car supply, a generally improved plant (including adequate manpower to properly supervise inspection and cleaning of cars) and faster and more reliabl~ service: 

Shipper desires to preserve competition and the competitive service presently available. It is shipper's policy to allocate traffic among available carriers and shipper would continue this policy assuming service standards are met. 

A traffic consultant provides management and consultant service for a number of clients. At the hearing, the consultant represented his own views, those of three shippers; one a soybean cooperative association at Dawson, Minn., another a potato processor at Minneapolis, and the third a shipper headquartered ·in New York City who annually ships about 600 rail cars of powdered milk from a plant in Sibley, Iowa which is served by both the Rock Island and the North Western. Although the sales territory for the milk is quite widely dispersed, a great deal comes east through the Chicago gateway. The potato processor receives several hundred cars annually. Preservation of the Rock Island is important to the consultant and to the clients whom he serves. 
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Because of the financial problems of the Rock Island, 
clients of the consultant have not always had either the 
quantity or quality of cars needed. In the opinion of the 
consultant, the Union Pacific-Rock Island merger is necessary 
to keep Rock Island service in operation in his' territory. The 
Union Pacific with its greater financial resources would not 
only maintain but also upgrade the Rock Island. 

In November 1965, the Idaho Public Utility Commission 
sent a letter to 300 ind ividuals, firms and businesses throughout 
Idaho, who are the larger shippers in the State and would be 
affected by a change in transportation, advising them of the 
Union Pacific- Rock Island merger proposal and inviting their 
views and comments .on the proposal in that the Commission might 
correctly represent and reflect the majority of interest in the 
State of Idaho. The letter did rot advise the people that there 
was another alternative proposaJ pending, namely for the North 
Western to acquire control of the Rock Island. Thirty people 
answered who supported the proposed merger and another 10 or 12 
answered taking no position on the matter. 'vith respect to the 
approximately 240 who failed to reply, representatives of the 
Iowa Commission also conferred with the larger shippers(in the 
lumber, potato, and agricultural industries) in Southern Idaho, 
soliciting their judgments. 

At the hearing , the Idaho Commission noted that Union 
Pacific is the only railroad operating in the s~uthern portion 
of Idaho which portion comprised about two-thirds of the popu­
lation of the State. The railroad operates nearly 2,000 miles of 
track in Idaho serving a population of almost 500,000. An annual 
average of better than 150,000 carloads of agricultural products, 
forest products, merchandise and manufactured items move to and 
from points east of the Missouri River. The State of Idaho is 
substantially dependent upon the Union Pacific for rail service. 

In the opinion of the Idaho Commission the proposed Union 
Pacific-Rock Island merger would tend to provide and strengthen 
transportation facilities serving the State of Idaho. Specifically, 
the Commission believes the mergerand resulting single-line 
service would provide the following benefits; (1) a faster carload 
service between Idaho and gateway points east of the Missouri 
River (such as Chicago, Peoria, and St. Louis), (2) improved 
transcontinental trailer on flat car service, (3 ) a better control 
and , distribution of cars plus faster return of empties from the 
east, (4) rate proposals and the handlingthereof would be expedited, 
and (5) improved claim handling, diversion privileges,and tracing 
service. 

The Omaha Chamber of Commerce passed a res~lution supporting 
the Union Pacific-Rock Island proposal because it would give 
Union Pacific access to the major gateways of Minneapolis-St. Paul, 
Chicago, and St. Louis establishing an additional single-line 
service between those points and the West Coast. Omaha presently 
has single-line service to and from Chicago via several railroads 
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and single-line service to and from the West Coast via the Union Pacific. The Chamber of Con~erce is also of the opinion that the merger 1vould provide greater flexibility in marketing, more reliable and frequ~nt service, an improved car supply and other inherent advantages of a single system. 

In passing the above resolution, the Board of Directors ··of the Omaha Chamber of Commerce acted pursuant to a recommen­dation from the Chamber's Shipper-Carrier Committee which devoted several meetings in 1965 to a comprehensive study of the merger. Each of the railroads serving Omaha was afforded an opportunity to present its views during thcmeetings. Evidence introduced by the Rock Island at the above meetings indicated its preservation as an entity and its ability to render service as a common carrier was impaired by lack of financial resources. This condition has an adverse effect on Omaha and every community served by the Rock Island. The Chamber of Commerce believes that the situation can be rectified if the Rock Island is permitted to merge with another carrier such as Union Pacific, which is financially capable of restoring the services over Rock Island lines, com­mensurate with the needs of the public. 

The Board of Directors of the Des Moines Chamber of Commerce (Iow·a) unanimously support the Union Pacific- Rock Island merger proposal. The Chamber of Commerce attributes Iowa's economic growth to having been helped a great deal by being served by a fully developed rail network. Des Moines is presently served by the Rock Island, the North Western (including the Great Western), the Hilwaukee, the Norfolk & 1~estern, the Burlington and two short-line railroads (the Des Moines and Central Iowa and the Fort Dodge, Des Moines and Southern). However, only the Rock Island and the lines of the Chicago Great Western serve Des ~!cines as part of their main trunk line operations. 
The Chamber of Commerce is particularly concerned about what happens to the Rock Island because two of that carrier's main lines go directly through Des Moines (the line between Twin Cities and Kansas City and the line between Omaha and Chicago)! If Des Moines is to be competitive and if its markets are to be developed, it needs the railroads. 

The Union Pacific has publicly stated it will spend sub­stantial sums upgrading the Rock Island. Also, the Chamber of Commerce believes that the Union Pacific "end-to-end" merger would improve its economic picture by extending through Iowa a transcontinental single-line railroad from Chicago to the West .Coast; that Des Moines would have three strong transcontinental .systems between Chicago and the West Coast; that the Rock Island would be preserved and imp-roved; and that the Union Pacific '"ould retain and operate the Rock Island as its only line between Omaha and Chicago. 

A manufacturer of heavy equipment has its main plant in St. Paul, Minn., Pnd others throughout the country. 
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The St. Paul plant, which is served by the Rock Island 
and former Great Western, produces large industrial hoist, 
cranes and derricks,which move primarily by rail, and various 
other products. In 1966, the shipper had 1,000 rail cars 
inbound ~f steel and scrap and 1,200 rail cars outbound of 
finished machinery. The inbound shipments were from the Gary, 
Ind., area and were routed IHB and either Rock Island or North 
1vestern. Of the outbound movements, about 5 to 10 percent moved 
to the West Coast and large portions to Chicago and beyond and to 
Houston and the Southwest. 

Shipper must use rail service for its heavy equipment. 
The market for heavy equipment is very competitive. Additionall y, 
the cranes and hois~are tailored for individual orders. After 
the machine has been designed, the customer is already waiting f or 
his machine; and often customers '.1.ave job deadlines to meet. 
Thus an adequate car supply in the best possible service is 
necessary. 

The shipper is familiar with Union Pacific and the type 
of service they give and is certain that substitution of Union 
Pacific with its greater financial resources and car fleet woul d 
mean improved service. The Union Pacific proposal would also 
mean single-line service to the West Coast. With shipper's 
national distribution, this would be most helpful. Single-line 
service would mean reductions in various areas such as switching, 
delays, and damage, and Jess :l.ifficul ty on clearance, and in the 
tracing of shipments in transit. 

The shipper aciknowledges that if Union Pacific acquires 
the Rock Island and sells the southern portion to Southern 
Pacific, the only plant of shipper's that would have single-line 
service would be the St. Paul plant, between St. Paul and Los 
Angeles. At the same time, shipper would no longer have 
single-line service from the St. Paul plant to Houston. It does 
not believe that service would be destroyed. In the past, the 
shipper has received very good service on two-line hauls versus 
single-line hauls. In shipper's opinion, the Union Pacific and 
Southern Pacific are two good lines. Overall, the shipper 
believes that it would be gaining much more than it would be 
losing. 

A fabricator bf sheet steel in Kansas City, Mo., is served 
directly by the Rock Island, and by other rail lines through 
reciprocal switching. ~fest shipments inbound and outbound are 
over the Rock Island. Inbound shipments are mostly by rail; 
outbound shipments are by both rail and truck. Shipper has an 
annual inbound shipment of about 500 rail cars of flat steel, 
principally from the Chicago area and from Granite City, Ill., 
via the St. Louis gateway, and an outbound shipment of about 
300 rail cars of fabricated steel products. The shipper's trade 
territory covers the entire United States and a good deal of 
export from the Gulf Coast via Houston, and through California. 
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The shipper has two rail shipping problems; car supply 

and . service. There are times when shipper has been unable to 

get cars from the Rock Island. On at least a dozen occasions over 

the past few years, the president of the company has had to call 

the Rock Island requesting cars. The shipper suffers a loss in 

business when it is unable to secure cars and also when a com­

petitor has better transportation service. 

On inbound shipments from St. Louis (Granite City) and the 

Chicago gateway where shipper uses the Rock Island, the shipper 

believes there would be better service and more cars with the 

Union Pacific in place of the Rock Island. As a fabricator 

the shipper uses transit privileges and often times under a 

two-line haul it has difficulty getting transit. It anticipates 

improved transit under the Union Pacific single-line operation. 

A manufacturer of laundry washing machines and dryers 

in Newton, Iowa is served at its plant only by the Rock Island. 

However, the shipper has a policy of allocating its traffic among 

the western railroads. About 64 percent of the shipper's tonnage, 

·· inbound and outbound, is by rail. Annual shipments inbound of 

steel, motors, castings and purchased parts average 1,500 cars 

and outbound shipments average 4,SOO cars. Most of the inbound 

cars come from the Chicago steel area and are routed over the 

Rock Island. Approximately 30 percent of the outbound shipments 

go to the lvest Coast-, 20 percent to the southwest and the 

remaining SO percent to the east and southeast. Most of the 

shipments to the West Coast are by rail. It is shipper's policy 

to allocate its traffic among available routes. 

Shipper requires a fast and reliable service and an adequate 

car supply. Present day merchandising is built on quick turnover 

and small inventory. Delays in transit are costly to shipper's 

customers in lost sales and when he has money tied up in shipments 

paid fo~ but not delivered. It has been shipper's experience 

that wherever there is an interchange between rail lines, there 

is an excellent chance for delay and damage. With respect to 

car supply, shipper has an assigned fleet of 260 DF cars of which 

the Rock Island assigns 86, the Union Pacific 30, and the remainder, 

as here pertinent,by the Santa Fe, Southern Pacific, Frisco, 

Great Northern, and Northern Pacific. It favors those furnishing 

DF cars and could use at least SO and perhaps 100 more. Shipper 

· has unsu~cessfully requested additional DF cars from many railroads 

including the Union Pacific and the Rock Island. 

Shipper supports acquisitio~ of the northern portion by 

Union Pacific, principally because this would provide single-line 

service between the plant site to the West Coast and would also 

provide, the shipper believes, a better car supply. 
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A gas and electric public utility in Davenport, Iowa 
provides both electricity and gas for Scott County, Iowa, and Rock 
Island County, Ill., (known collectively as the Quad Ci ties) 
and Fort Dodge and Iowa City, Iowa. The principal operating 
areas >vhere the utility provi:ies gas only are Cedar Rapids and 
Ottumwa, Iowa. 

Shipper is served by the Rock Island and has annual 
inbound shipments of 8 ,000 rail cars of coal from Atkinson, Ill. 
The shipments are routed over the Robk Island from Atkinson. 
Service has been 11 extremely bad 11 , particularly as to lack of 
cars and shipments not arriving on schedule. The railroad 
attributes the trouble to the coal company and the coal company 
blames the railroad. In turn, the public utility finds itself 
in 11 real trouble 11

, being forced to use storage gas to generate 
electricity because of delayed coal deliveries. It characterizes 
the present service additionally as an 11 -inferior main line 
rail service. 11 

Of the shipper's service areas, the Quad Cities, which is 
composed of some 11 contiguous municipalities along the 
Mississippi River and which has a population approaching 350,000, 
is the largest. About 73 percent of shipper's customers who 
contribute approximately 75 percent of its revenues are within 
the Quad Cities and Iowa City service territories. Thus, the 
shipper is also concerned with the economic growth and development 
of the Quad Cities area. As business and industry expand and 
population increases, requirements for shipper's product 
increase. In the shipper's vie>v a main line railroad from 
Chicago to the West Coast going through the Quad Cities area, as 
would result from the Union Pacific-Rock Island merger, would help 
immeasurably in the development of industry in the area. 

Considering the above advantage and also assurances from 
the Union Pacific that substantial sums of money would be -com­
mitted to improvement of the Rock Island portion of the ~erged 
system, the shipper believes that the Union Pacific-Rock Island 
proposal would be more advantageous to the Quad Cities area and 
to his company than the merger of the Rock Island with any other 
railroad. 

The Public Service Commission of Wyoming states that 
Union Pacific is the largest railroad in the State and the only 
one traversing the State from east to west. That carrier 
presently serves counties in the State which contain approxi­
mately 45 percent of the population. Union Pacific has assisted 
in the growth of Wyoming's industrial economy. The Commission 
feels that, in order to continue its reliable service, Union 
Pacific must keep pace with the existing intense competition 
provided by all types of transportation media. An end-to-end 
merger of Union Pacific and Rock Island would, -in the Commission 1 s 
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op1n1on, allow Union Pacific to continue to provide the most reliable, expeditious railway transportation at the lowest feasiple cost. The economies from such a merger will greatly enhance the agricultural and industrial progress and potential in Wyoming. 

The Public Utility Commission of Oregon states that it feels that, properly conditioned, the Union Pacific and Southern Pacific ~pplications will strengthen rather than weaken intramodal rail competition on traffic moving through the Utah gateways. The State is particularly interested in maintaining the Bieber route of Western Pacific and Burlington Northern (formerly Great Northern) as a competitive route to SP between Oregon and California. WP's ability to maintain this competitive route and exist as an independent railroad depends on its over-all financial condition, and the State supports strong conditions to protect WP's share of transcon­tinental traffic through the Utah gateway. 
The Commission also suppor~ s certain of the conditions proposed bT the Burlington Northern as proposed by its former component railroads. 

(6) Stock Exchange Considerations 

Union Pacific retained as financial advisers in connection with the merger, The First Boston Corporation, Merrill Lynch, Pierce, Fenner & Smith, Incorporated and Kuhn Loeb & Co. They were directed to develop a fair basis for exchange of securities of the two companies and to furnish their views on the conversion of Union Pacific 4 percent preferred stock into new 4-3/4 percent debentures. Statements were submitted into evidence by each adviser in connection with their respective assignments. 

With respect to the exchange of carrier companies' securities, The First Boston Corporation's initial efforts were directed toward the development of statistical and financial material on a comparable basis designed to show the relative contributions to the earning power and financial position of the proposed merged company. The studies were based Qn 10-year averages covering operations and earnings for the period 1953-1962. For the purpose of discerning trends based upon shorter periods, computations were made covering averages from 5 years (1958-1962) and 3 years (1960-1962) each ending with and including the entire year 1962 . 
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First Boston was of the view that a determination 
of the fairness of the proposed exchange ratio was a matter 
of judgment, giving relative weight to all the factors con­
sidered relevant including mileage owned and operated; 
operating revenues and expenses; earnings~ transportation 
efficiency; trends in traffic and earning power; assets; 
dividends; financial position; working capital; cash flow; 
maturity schedules; consideration of size and physical factors; 
natural resources and market prices of the respective stocks. 

Only modest weight was given to book value, physical 
plant, investment in railroad property and gross revenues. 
Primary importance was placed on earnings which were 
adjusted to afford a fair basis for comparable valuation. 
Accordingly, the reported earnings were restated to reflect 
refunding of the Rock Island preferred stock with income 
debentures in 1955 and restated in the case of Union Pacific 
to reflect full dieselization (including turbine locomotives) 
since 1953, net credits to retained income reclassified as 
income effective January 1, 1958, and the increase in 
insurance reserve representing excess of accrual~ over losses 
and premiums. · 

The Rock Island earnings showed a definite deterioration 
and the resulting decline in its relative contribution to 
earnings in relation to the Union Pacific has been reflected 
in the financial advisers' computations which show net income 
available for common stock, before Federal income taxes, on 
a restated earnings basis, "translated" into a co.mmon share 
ratio, of Rock Is land to Union Pacific, - as follows:- for .. -the 
10-year ~verage 1953-1962 - .95 to 1; 5-years 1958-1962 - .54 
to 1; 3-years 1960-1962 - .36 to 1 and 1962 - .20 to 1. The 
net income available for common stock, after income taxes 
are accrued, both on a restated and reported basis indicat-ed 
an exchange ratio for the 10-years of 1.23 - 1.27 to 1; 5-
years .78- .81 to 1; 3-years .70- .72 to 1 and 1962- .64 to 
1. The ratio in the market for the two stocks exhibited a 
similar trend. On the average of the high and low prices 
the market ratio of Rock Island common to Union Pacific 
common was 1.58 to 1 in 1953; 1.32 to 1 in 1955; 1.02 to 
1 in 1957; .96 to 1 in 1959; .73 to 1 in 1961; fluctuated 
from .77 to .68 to 1 in the first 6 months of 1962 and 
decreased drastically after the Rock Island reduced its 40 
cent quarterly dividend to 25 cents in August 1962 and 
dropped as low as ·.48 to 1 in early November, 1962. The 
market ratio subsequently improved and was around .50 to 1. 
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In May of 1963 Union Pacific and Rock Island manage­ments agreed to a basis of exchange of common stock whereby each share of Rock Island common would receive .718 of a share of Union Pacific common stock in the merger. The following month, the North Western announced an offer ·to the Rock Island common stockholders involving cash and securities. For this reason and because of delay due to certain litigation and changed conditions, Union Pacific requested First Boston to reexamine and reappraise its original recommendation. The reappraisal was based prin- · cipally upon figures for the 10 years --1954-1963 inclusive, first quarter 1964 earnings and up-to-date market prices of the common stocks. After reconsidering all relevant factors, discussed above, First Boston r eached the conclusion that not withstanding the relative improvement in Rock Island earnings, the market ratio of the stock (about .78 to 1) and the North Western's offer, the fundamental relationships as between the Rock Island common and the Union Pacific common had only changed sufficiently to warrant a modest increase in the equity_ ownership by the Roc~Island common~ockholders in the merged entity. It was recommended that the eventual ownership of the Rock Island equity in the merged entity should not exceed the amount which Rock Island common stock­holders could eventually obtain by exchanging a share of Rock Island common stock for .85 of a share of Union Paci-f.ic common. It was also recommended, that in view of the com­petitive nature of the North Western offer, Union Pacific's new "Exchange Offer" should include a cash ?ayment to assenting Rock Island common stockholders under the terms and conditions previously discussed. 

Stockholders' Views 

In discussing the fairness of Union Pacific's exchange offer to the stockholders of Rock Island, Rock Island, in its brief, cites the criteria set down by the Commission in Seaboard Air LineR. R.--Merger--Atlantic Coast Line R.R., 320 I.C.c. 122 (1963), contending that the Union Pacific offer meets the criteria of that case in that it was approved by a large majority of the stockholders of both carriers; that it was arrived at only after extensive arms length bargaining by representatives of both carriers; and, that it was found to be fair by several independent financial institut~ons which carefully evaluated the economic, financial and operating conditions of each of the applicants and their respective contribution to the potential earnings of the merged company. Rock Island further points out that acceptance of Union Pacific's offer by 93 percent of its 
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stockholders is more impressive, considering that the stock­
holders were confronted with a strongly backed competitive 
offer from North Western. 

Mr. Kendall Laughlin is the only intervening minority 
stockholder in these proceedings, and his ownership of 
common stock is 150 shares in Union Pacific, 474 shar~s in ,' 
Southern Pacific stock, and 100 shares in Rock Island. He 
is opposed to the "Exchange Offer" made by the Union Pacific 
and has proposed a Plan of Financing which he contends would 
accomplish two basic principles: (1) avoidance of issuance 
of Union Pacific stock that will become diluted after the 
sale of the southern segment of the Rock Island and (2) a 
fair return to the Rock Island stockholders. 

It is unnecessary to set out the details of Mr. Laughlin's 
plan of financing and which is substantially different from 
the Union Pacific-merger and Southern Pacific-purchas-e trans­
actions herein proposed. Careful consideration has been given 
his plan, as placed in evidence and argued on brief, but it is 
not supported by any probative e11idence of record. Fo-r 
example; he would have the Commission require a share-for-
share exchange of Rock Island common for Union Pacific pre­
ferred, but how the evaluations are arrived at are not 
supported. He further complains of some type of diluti~n 
in the Union Pacific stock as a result of the sale of the 
Rock Island southern to Southern Pacific. However, as a 
selling Rock Island shareholder he would receive a stoGk 
interest in one of the country's largest and strongest carriers, 
financially and otherwise, with a long history of dividend 
payments, while at the same time, disposing of stock in a 
considerably smaller railroad, and which is literally on the 
verge of bankruptcy and has not paid dividends since the 
first quarter of 1965. Under such circumstances, no dilution 
would occur even if after the merger the Rock Island were to 
be scrapped with little or no return to Union Pacific. Y 
Actually, the Union Pacific, in which Mr. Laughlin would hol_d 
stock, would, as an enlarged road, continue operation over 
the northern segment of the Rock Island, and receive $120 
million from the sale of the southern segment to Southern 
Pacific. Further consideration of his opposition is 
unnecessary, except that if Mr. Laughlin desires cash in an 
appropriate equivalent to the value of the exchanged Union 
Pacific Stock, he should be afforded such upon- appropriate 
petition to this Commission. 
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Giving Effect Financial Data - Union Pacific 

Union Pacific's late filed pro forma balance sheet as 
of December 31, 1967 gives effect to the Union Pacific -
Rock Island merger and concurrent sale of the southern 
segment of the Rock Island to _Southern Pacific. The following 
Table 144 contains the pro forma balance sheet statement. 

Assuming consummation of the transaction on December 31, 
1967, and on the basis of the accounting detailed above, 
Union Pacific would have total assets (in millions) of 
$2,482.2, consisting of current assets $399.1, special funds 
$3.9, investments $140.5, properties less recorded deprecia­
tion ·and amortization $1,924.7, and other assets and deferred 
charges $14.0. Liabilities would amount to $701.2, consisting 
of current liabilities $168.5, long-term debt due within one 
year $26.3, long-term debt due after one year $451.7, reserves 
$41.1, and other liabilities and deferred credits $13.6. 
Union Pacific's shareholders' equity would have been $1,781.0 
consisting of capital stock $249.2, capital surplus $130.6 
and retained income $1 ,'401. 2. Stated somewhat differently, 
Union Pacific, following the mergerand sale of the southern 
portion of the Rock Island,- would have acquired net assets of 
$427,944,467. 

As seen, a number of conclusions and findings have been 
made based upon the accounting of record giving effect to 
the proposed transaction. However, nothing herein contained 
shall be construed as approving the final accounting utilized 
to record the transaction. As set forth in the appended 
order, jurisdiction shall be retained for consideration and 
approval by the Hearing Examiner, or Commission if it so 

-decides, of the expenditures and accounting entries proposed 
to record the transaction, including, by separate order, 
approval of any of the proposed accounting which may, or 
will, have the effect of modifying any of the findings and 
concLusion herein made. 

Union Pacific has made several efforts to project the 
rate of return as a result of the proposed unification. Such 
rate of return was an estimated 3.69 based on 1964 figures 
and 4.37 based on 1967 figures. For the same two years and 
standing alone, Union Pacific had a rate of return of 3.62 
and 5.18, respectively. 
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Reasonableness of The Consideration 

As a result of the stock exchange, the Rock Island 
stockholders would receive Union Pacific no par value 
$1.80 convertible preferred stock entitled to preferred, 
cumulative, ·annual dividend of $1.80 per share, and in the 
event of liquidation of Union Pacific, to payment at the rate 
of $40 per share, together with accrued and unpaid dividends. 
The stock will be noncallable for five years from date of 
consummation of the exchange offer and will be callable at 
$45 a share the sixth year and at $1 a share less during 
each succeeding year down to $40 a share following the lOth 
year. The stock may be converted at any time, at the option 
of the holders, into 0.85 of a share of Union Pacific common 
stock. To protect against dilution, in the event additional 
securities, rights or options are issued, the conversion 
ratio will be adjusted by a formula which assumes a value 
for the Union Pacific common stock at the time of issuance 
of $47 a share. 

For comparison purposes the following data have been 
compiled from monthly publications of "Bank & Quotation 
Record" to reflect the range of common stock prices on the 
New York Stock Exchange for the common stock .of Rock Island 
and Union Pacific. 

RANGE OF COMMON STOCK PRICES 
ON NEW YORK STOCK EXCHANGE 

Rock Island Union Pacific 
1970* Low High Low High 

January 19- 20-3/4 37 41 
February 19-3/8 21~ 36~ 40~ 
March 20~ 22 36-3/4 40~ 
April 17~ 21-3/4 34-5/8 38--7/8 
June 121t; 15~ 28 34-3/4 
July 11~ 16 25.\z 34 
August 12.\z 13~ 29-3/8 35 
September 13-1/8 16 32\ 39-
October 14~ 18 35-5/8 39-3/4 
November 15~ 17 35-7/8 39-3/4 

•k May and December prices not available. 
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Market prices on a short term basis do not always 
provide an accurate means of determining true value, however, 
·they constitute a realistic factor of value which must be 
given weight. In this connection, it is noted that the con­
version privileges together with the fact that the $1.80 
conve~tible preferred stock will not be callable for redemption 
before the 5th anniversary of the date of consummation of the 
exchange offer will give the Rock Island stockholders a greater 
opportunity to . share in the benefits of the merger with the 
Union Pacific and, in the meantime, in effect to be guaranteed 
a dividend of $1.80 a share per year. 

Additionally, as a further indication of the reasonableness 
of the offer, the provision for the contingent cash payment 
to Rock Island stockholders assenting to the exchange offer, 
assured any such stockholder that upon consummation of the 
exchange offer he would be assured of receiving at least 
dividends of $.45 per quarter for the total number of calendar 
quarters from July 1, 1964 to June 30, 1967. All factors 
considered, the exchange may properly be approved as just and 
reasonable to all party ~nter~~. 

Union Pacific's financial advisors agreed that the con­
yersion of Union Pacific 4 percent preferred stock into 
4-3/4 percent new debentures, as a result of the merger, 
would be beneficial to both Union Pacific and the preferred 
stockholders. 

From the standpoint of the merged company the proposed 
substitution of securities will result in substantial annual 
savings. Interest on the new debentures will be deductible 
in computing taxable income for Federal income tax purposes 
as contrasted to dividends on the preferred stock which is 
not deductible. Thus, even though the interest rate on the 
new debentures will be 3/4 of 1% higher than the dividend 
rate on the preferred stock, the substitution of debentures 
will effect an appreciable cash saving over the preferred 
stock dividend, assuming a corporate Federal income tax.-rate 
of 48 percent. Additional savings will be realized con­
sidering that a sinking fund will provide for the retirement 
of $2 million principal amount of debentures annually com­
mencing with the sixth year after issuance thus effecting 
a progres.sive reduction in the amount of debenture interest 
payable. 
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Furthermore, the elimination of noncallable securities 
from Union Pacific's capital structure will permit it a 
greater degree of financial flexibility. 

From bhe standpoint of the preferred stockholders, they 
will be required to surrender a security which has no maturity 

·date and is not redeemable in exchange from a redeemable 
security with a 30 year maturity. Also the preferred stock 
has one vote per share whereas the new debentures will not 
have voting rights. However, under the exchange, the pre­
ferred stockholders will receive interest on the new 
debentures which will be 3/4 of 1% higher than the dividend 
rate on the preferred stock and it was the opinion of Union 
Pacific's financial advisors that the new debenture will, 
dependent on market conditions, trade at a higher market 
price. 

In summary, the foregoing indicates that substitution 
of debentures for preferred stock will be beneficial to 
the Union Pacific and all of its security holders, including 
those security holders of Rock Island who upon consummation 
of the merger will become security holders of Union Pacific. 
All factors considered, it appears that Union Pacific and 
the 4 percent preferred stockholders will be adequately 
benefited and the exchange is fair and reasonable. 

There remains for consideration the issue of whether 
the consideration payable by the ' Union Pacific is just and 
reasonable. The foregoing is of particular significance 
since, as already detailed, the consideration is predicated 
upon so as to speak a matter of competitive bidding (with 
North \.Vestern) rather than having been arrived at through 
arms-length negotiations. 

The MoPac, in its brief, argues that Union Pacific 
investment of $138 million, in addition to the assumption of 
$150 million in mortgage debt is not justified when limited 
to the estimated first year's improvement in net income, 
exclusive of traffic gains, of $6.6 million. However, the 
MoPac fails to take into consideration the fact that the 
$150 million assumption in mortgage debt is represented by a 
net increase in assets (exclusive of the $120 million from 
sple of the southern Rock Island) of $307.9 million. 
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The MoPac in its .various arguments relies upon the various "pro forma" income statements submitted by the Union Pacific. However, such statements do not reflect accurately or in proper form and full content all the -results of the proposed unified operations. Thus for example, the pro forma income statements show an annual increase in net income of $6 million resulting from investment of the $120 million realized from sale of the southern Rock Island, at 5 percent per annum. Such may well be a reasonable esti­mation, but does not come about as a result of the unified operations and·is not an item contemplated by the application form, which requires the submission of a constructed profit and loss statement giving effect to the adjustment and eliminations which would have resulted from the unified operations. Also, while the pro forma income statement purportedly gives effect to the merger based upon a given years earnings, at the same time the savings estimated to be .. effectuated, the merger reflects an amount estimated to be accomplished at the sixth year following consummation. No other changes over such period, such as in revenues or expenses, are similarly reflected. Without detailing all other objectionable features, the pro forma income statements, in short~ are unrealistic and unrealiable. The record as a whole contains an abundance of evidence relating to the beneficial financial results of the unified operations but at no one point has such evidence been gathered together and set down in its entirety. 

The evidence is that following the merger Union Pacific can be expected to retain 55.2 percent of the Rock Island railway operating revenues, or $127,161,813 for 1966 and $122,480,744 for 1967. The entire purpose of the substantial evidence of record, previously discussed, relating to Union Pacific's proposed upgrading of the Rock Island carrier operating plant and facilities was to bring the acquired segment up to Union Pacific's high operating standards and efficiencies. In other words as the examiner understands the results to be accomplished under 9uch efforts would be to achieve in operations over the acquired lines the same operating ratio as is in existence in Union Pacific's present operations. On such a basis, which takes into consideration the total scope of resulting economies and efficiencies, had the transaction been consummated during 1966 or 1967, Union Pacific would have realized in such year or at least when all improvements had been finally accomplished, at least net income, before provision for taxes, of $32,172,070 and $34,135,384, respectively. The foregoing is without regard to other essential elements in support of the consideration. 
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The amount of traffic and revenues which it can reasonably 
be expected Union Pacific would divert as a result of the unified 
operations are later discussed in complete detail. While for the 
purposes of the issue at hand, it may be recognized that as a 
general proposition acquiring carriers understate diversions, 
and opposing carriers overstate diversions, it may not properly 
be found on this record that Union Pacific relies for the 
profitability of operations over ' the acquired rights in the 
unified operations solely or even principally on the basis of 
the possible divertability of traffic from existing rail services. 
The foregoing is particularly true viewed in the light of the 
affirmative relief or conditions which Union Pacific is willing 
to accept with respect to interveners, such as the Rio Grande 
and North Western. Of course, whatever additional revenue 
accrue as a result of diverted traffic would lend additional 
support to the reasonableness of the consideration. 

Secondly, some 50 years ago Union Pacific for the purpose 
of reaching Chicago in its own right acquired a stock interest · 
in Illinois Central. See: Consolidation of Railroads, 63 I.C.C. 
455 at 573.78 Union Pacific was unable to accomplish such pur­
pose, no matter what the reasons may have been. Presently 
under the instant transaction it now has the opportunity not 
only of finally reaching Chicago, but also the Twjn Cities and 
the intermediate areas to the Missouri River gateways. The 
value of such operations cannot be calculated to any precise 
dollar figure, but it is significant and substantial to the 
future success and growth of the Union Pacific's carrier 
operations. Properly, the extension of lines is an element of 
consideration together with 'all others discussed above. 

A~l circumstances considered, the consideration payable 
by Union Pacific, including incidental costs, to consummate the 
merger may be found fully supported and just and reasonable. 
For the same reasons, as a result of the transaction, the 
increase in Union Pacific's fixed charges would be consistent 
with the public interest and its guaranty and assumption of 
payment of dividends and of fixed charges would not be incon­
sistent with the public interest. 

As already discussed in substantial detail (under Part F) 
the selling Rock Island stockholder may elect to take common 
stock of either Union Pacific or UPC. Also detailed, in the 
same Part F, is the financial data, balance sgeet and income 
statements, later discussed for UPC. In discussing the 

78The Union Pacific Railroad is unique among transcontinental 
linesl in having thus far refrained from entrance into Chicago 
over ts own ralls. Most of the other competitors north and 
south have found it advantageous to operate their own trains 
from Lake Michigan to the Pacific ·coast. The control of the 
Illinas Central was originally acquired by the Union Pacific 
in 1906, directly and tnrough the so-called Railroad Securities 
Company, in order to provide its own independent entrance to 
Chicago. But the comP-lications with eastern connections which 
threatened, compellea subsequent treatment of the Illinois 
Central western lines on an equal footing with all competitors. 
The Union Pacific business at Council Bluffs is at present 
widely distributed. 
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evidence bearing upon such- financial data, it was indicated, among other things, ·that UPC 's financial worth is grounded entirely upon its equity interest in Union Pacific and that similarly based are UPC's earnings. Otherwis~, the value of UPC stock standing alone is unsupported. In the supplemental application of UPC, by which it became an applicant in these proceedings, no pro forma financial data giving effect to the proposal was filed. However, under the circumstances above recited surrounding Union Pacific and which it is emphasized is on the basis of the record as presently constituted, it may properly be found that the stock exchapge between UPC "and the Rock Island stockholders is fair and equitable to both classes of shareholders and that the consideration payable by UPC is just and reasonable. 

Again, in an abundance of caution, it is pointed out that the so-called "pooling of interest" between UPC and Union · Pacific has not resulted in a merger of the two companies. The public interest, particularly the stockholder interests in the Rock Island, Union Pacific and UPC, and the duty and obligation_s_ of the Commission _uiJ_c;l_er the act, d~~nd that up to the time of consummation of the authority herein grantedT any changes in the corporate structure, rinancial and other­wise, and in the business activities, acquisitions or other­wise, of UPC be reported to the Commission in complete detail so that it can evaluate and determine the effects of such upon the immediately above made findings. 

With respect to the securities application under section 20(a) Union Pacific's pro forma balance sheet gives effect to the issuance of securities necessary to consummate the merger transaction and without regard to the previously discussed alternative plan of UPC. On such a basis and predi­.. cated on the pro forma balance sheet, Union Pacific would have-a total capitalization of $852.7 million consisting of long-term debt of $478 million, capital stock $249.2 million and premiums and assessments $125.5 million. Capitalizable assets would aggregate $2,109.2 million and would include. a reasonable amount of working capital $186.8 million com­prised of cash $149.9 million, material and supplies $35.2 million and prepayments $1.7 million. For the purpose of capitalization, the amount allocated to working capital would not exceed the excess of current assets over current -liabilities. Transportation property (net) would amount to $1,922.4 million. Accordingly, capitalizable assets exceeded capitalization by $1,256.5 million. 
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Contingent upon approval of Union Pacific's sections 5 
and 20(a) applications is UPC's "Petition" (supplemental 
application) with respect to the securities it seeks to 
issue in connection with the previously described Union 
Pacific-Rock Island merger. The latest available balance 
sheet statement of record for UPC is as of September 30, 
1969, and its only capitalizable asset of that date is 
represented by its investment in Union Pacific Railroad. 
As emphasized several times before, UPC's capital -stock 
without regard to its investment in Union Pacific, has no 
value. As clearly indicated, UPC at the time of its 
incorporation had a capitalization of $1,000 (100 shares of 
$10 par value capital stock) exchanged for $1,000 in cash. 
Incorporated for the purpose of establishing a holding 
company over Union Pacific, it was not until the two 
companies engaged in their exchange of capital stock that 
UPC's capital stock took on a color of value predicated upon 
the capitalizable assets of the Union Pacific. Again, and 
on the evidence here presented, UPC's investments are in · 
railroad property, including property owned by _tbe latter, 
and UPC's income is derived exclusively from railroad 
operations. All circumstances considered, it is the 
examiner's view that there should be taken into consideration 
for the purpose of UPC capitalization only such capitalizable 
assets of Union Pacific not necessary to support the 
carrier's own -issued and outstanding securities, or, in 
other words, the excess of Union Pacific's capitalizable 
assets. At the same time a substantial surplus of Union 
Pacific should remain uncapitalized as a support for its 
carrier credit and other purposes. See Securities Louisville 
& Nashville RR, 76 I.C.C. 718, 720. 

On the above basis, following the merger transaction, 
UPC as of September 30, 1969, would have a-capitalization 
of $279.2 million consisting of total long-term debt $68.1 
million and capital stock $211.1 million supported by 
aggregate capitalizable assets of $1,256.5 million. 
Capitalizable assets would have exceeded capitalization 
by $977.3 million. 

Although the net result would have been the same 
following the merger transaction on the basis of giving 
effect to 100 percent exchange of Rock Island stock for 
UPC stock, UPC's capitalization would have been increased 
by $146 million. 
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(7) The Construction & Abandonment Applications 

In the foregoing discussion of the proposed merger 
transaction there was detailed the merits of the construction 
and abandonment applications. Such applications are unopposed 
and no ·State has made any representations in connection 
therewith. Should the predominant merger application be 
approved, it properly may be found that the construction 
and abandonment have been shown to be required by the present 
and future public convenience and necessity. 
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PART J - EVIDENCE IN SUPPORT OF SOUTHERN 
PACIFIC PURCHASE OF SOUTHERN LINES OF 
ROCK ISLAND 

(1) In General 

All of the pertinent facts surrounding Southern Pacific's 
proposed purchase of the Rock Island southern lines have been 
set forth at the "Preliminary Discussion" in Part F. 

Southern Pacific emphasizes the railroads' present 
problem of intermodal competition, discussed in Part G, and 
the railroads' need for large capital improvements. As to 
Southern Pacific itself, since 1946, it has spent over $2 
.billion for capital improvements, of which over $736 million 
went exclusively for freight cars. Another large expenditure 
was for computer operations and improved communication facil­
ities. Similar expenditures will continue and, perhaps, 
increase. Southern Pacific's considered view is that one 
method of dealing effectively Wtth the situation is by the 
consolidation of railroads, which · will result in more 
efficient operations, better service to the public and 
accompanying savings and economies. 

Southern Pacific and Rock Island have been natural 
working partners for many years, as demonstrated by the two 
carriers' preferential solicitation agreement which applies 
to the Golden State route as well as portions of the 
Tucumcari-Memphis route and portions of the north-south 
route. Ssuthern Pacific has had run-through power arrange­
ments with Rock Island at Tucumcari since 1967, and some 
reciprocal arrangements for blocking traffic. In 1963, 
Southern Pacific and its subsidiary Cotton Belt interchanged 
145,854 cars with Rock I~land; whereas Santa Fe and its 
subsidiaries only interchanged 43,714 cars with Rock Island. 
Tucumcari is the largest interchange point between Southern 
_Pacific and Rock Island (see pages 57 and 165) and is Rock 
Island's largest individual interchange along its Tucumcari­
Kansas City or Tucumcari-Memphis lines. Since Rock Island's 
lines south of Kansas City form parts of important routes 
made up in part by Southern Pacific's existing operations, 
Southern Pacific asserts that it has the strongest incentive 
to work towards the preservation and improvement of Rock 
Island. Southern Pacific's reliance on Rock Island routes 
continued even during the period when Rock Island's marginal 
financial condition had worsened to the point of financial 
crisis and impaired its ability to keep its railroad plant 
in good condition. 

- 6'39 -



F.D. No. 22688 

Southern Pacific takes the stand that its dependence 
upon Rock Island's routes makes it imperative that it be 
given an opportunity to bring the Rock Island plant and 
equipment up to Southern Pacific standards. Southern 
Pacific's incentive to improve those routes will lead to 
providing the needed power, making available the number and 
type of freight cars needed by shippers, establishment of 
reliable schedules, providing modern communications and 
extending of Southern Pacific's Total Operations Processing 
System to the newly acquired lines. 

The Rock Island southern lines sought by Southern Pacific 
basically relate to four principal segments: the line running 
southwesterly from Kansas City, through Herington, Kans., 
Tucumcari, N. Mex., to Santa Rosa, N. Mex., where it 
physically connects with Southern Pacific; second, the line 
running southerly from Herington, through El Reno, Okla., 
to Fort Worth, Dallas, Houston and Galveston connecting at 
various points between Ft. Worth-Dallas and Houston, 
inclusive with the Southern Pacific; third, the line running 
easterly from Tucumcari through El Reno and Little Rock, to 
Memphis connecting at Brinkl~with the Cotton Belt; and 
fourth, the line running from Little Rock through Alexandria, 
La., to Eunice, La., where it physically connects with 
Southern Pacific. All connecting branch lines are shown on 
map B. 

Currently, there are 19 Rock Island points which are 
served by Southern Pacific or Cotton Belt or both. They 
are as follows: 

Arkansas 

Brinkley*2 
Camden2 
Fordyce*2 
Little Rock2 
North Little Rock2 
Shumaker*2 
Stuttgart2 

Louisiana 

Alexandria! 
Eunicel 

Tennessee 

Memphis2 

City and State 

* Population under 10,000 
1 Served by Southern Pacific 
2 Served by Cotton Belt 
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Texas 

Corsicanal,2 
Dallasl,2 
Ft. Worthl,2 
Galveston! 
Houstonl 
Mexia*l 
Texas Cityl 
Waxahachie! 

New Mexico 

Tucumcari*! 
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After Southern Pacific's acquisition of the southern portion of Rock Island, Brinkley, Fordyce, Shumaker and Stuttgart, Ark., and Tucumcari, N. Mex., will he se.rved by only one rail system, while the remaining points will have service from one or more other carriers. 

(2) Benefits 'Io Be Derived: Plant, Equipment, Operations and Service 

There are approximately 463 miles of single main track between Tucumcari and Herington, and approximately 82 miles of double-track railroad between Herington and St. Joseph Junction near Topeka, Kans. Rock Island operates over Union Pacific's double track between St. Joseph Junction and Kansas City, Kans., a distance of approximately 67 miles, and thence _2.5 miles over the Kansas City Terminal Railway to Kansas City, Mo. 

The right of way in this territory is generally 100 feet wide and there are long stretches of tangent track and light curvature varying from ~ degree to 1~ degrees. With some exceptions, the grade is relatively light, varying from level to 0.8 percent except for short stretches of 1 percent grade near the Texas-New Mexico border. 

The rail section in this .territory includes 112-pound, 115-pound and 119-pound rail, most of which is conventional 39-foot rail joined with _angle bars and four bolts. · There are five stretches of 119-pound continuous welded rail totaling 80.19 miles. The entire line is fully tie plated and anchored with conventional rail anchors. The 8-foot 6-inch cross ties installed in this territory are oak, gum and pine, treated with wood preservative-. The track is laid with approximately 22 cross ties per 39-foot rail. The ballast used is chatt. The bridges, trestles and culverts on this line, insofar as their ability to carry railroad traffic is c-oncerned, are maintained for a Coopers "E" rating of E-60 or more which is adequate for present-day tonnages, speed and equipment. The entire line from Tucumcari to Kansas City has an automatic block signal system and is operated by train orders. Siding capacities generally are from 80 to 120 cars and are spaced four to eight miles apart. 

Rock Island has a telephone communications system between Tucumcari and Kansas City as well as telegraphic · and teletype service using carrier curcuits. 
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There are flat switching yards located at Dalhart, Tex., 
and at Liberal, Pratt, Hutchinson, Herington and Topeka , 
Kans. The car capacity of these yards varies from 404 
cars at Topeka to 1,780 cars at Pratt. At Kansas City, Kans., 
there is a retarder type classification yard which has 38 
bowl tracks (classification tracks) and a capacity of 
1,607 cars. In addition to the classification yard at 
Kansas City, there are supporting yard tracks including 
receiving and departure tracks. 

In addition to the main line described ~bove , there 
are certain branch lines on this segment proposed to be 
acquired by Southern Pacific. All the branch-line mileage 
is non-signal. Rail is second-hand relay ranging in weight 
from 65-pounds to a small amount of 100-pounds. Ballast 
sections are usually sand and dirt with some chatt, gravel 
and stone. Communications where provided are generally 
by telegraph. 

There are four branch lines off of the Tucumcari­
Kansas· City main line. The Herington-Salina, Kans., branch 
line is 50-miles long and is laid with 85-pound rail on a 
cinder ballast. The permissible speed is 25 m.p.h. Rock 
Island also uses approximately 20 miles of Union Pacific 
trackage between Salina and Abilene, Kans. 

The 27-mile long Bucklin to Dodge City, Kans., line 
has 80-pound rail laid on gravel, cinders and dirt ballast. 
It diverges from the main line at Bucklin. 

The line between Liberal, Kans., and Amarillo, Tex., is 
154-miles long. The rail is 85-pound and 89-pound (100-
pound rerolled) on gravel ballast. There are long stretches 
of tangent track except in the vicinity of the Canadian 
River where the alignment is largely curves up to 10 degrees. 
The ruling grades are 3 percent westward and 2.25 percent 
eastward, and the permissible speed is 35 m.p.h. 

The 47-mile long Morse Junction to Wilco, Tex., branch 
diverges from the Liberal-Amarillo line at Morse Junction. 
The rail is 80-pound, laid on caliche and gravel ballast, 
and the line has a permissible speed of 30 m.p.h. There is 
a telephone communications system from Morse Junction to 
Etter, Tex. 

The Southern Pacific-Rock Island Golden State Route, 
with interchange at Tucumcari, is one of the three direct 
routes between Southern California and Kansas City. The 
Golden State Route is single track almost the entire distance, 
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while the Union Pacific and Santa Fe single-line routes 
are double track for the greater portion of the distance, 
and these three routes compete strenuously for traffic. 
The ability of the Golden State Route to remain competitive 
is dependent upon the ability of Southern Pacific and Roek 
Island to maintain that route for speeds required of com­
petitive service. This points out the importance to Southern 
Pacific of a financially healthy Rock Island, standing alone, 
or controlled by a friendly carrier. More important to 
Southern Pacific, over the present two-line service with 
interchange at Tucumcari, are the benefits which will: flow 
from Southern Pacific's single-line service if it acquires 
the Tucumcari-Kansas City line. 

Southern Pacific asserts that, upon its acquisition of 
the Tucumcari-Kansas City line, traffic would move physically 
over that line as before. It would, however, move in single­
line service, which will have supervision of train operations 
from the departure point to termination. The single-line 
carrier would be in a more favorable position to assure a 
desired sebedule than if it has ~ continue to rely on the 
cooperation of a connecting carrier, which is under no 
obligation to make up lost time on traffic received from 
its connection. Southern Pac.ific 's ability to "run off 
time" over the entire single-line route would allow it to 
make schedules more reliable and dependable for the shipper. 

Southern Pacific anticipates that its single-line 
service will allow better pre-blocking arrangements. 
Presently, pre-blocking by Southern Pacific and Rock Island 
is only a recent innovation along the Golden State route 
and is still rather limited. Southern Pacific blocks for 
the Tucumcari-Memphis line; the Kansas points of Dalhart, 
Liberal and Herington; Kansas City; Silvis, Ill., and beyond; 
and the Burlington interchange at Kansas City on "MSE 
connection only"T The Rock Island blocks are for El Paso; 
Tucson; "Block 3-Indio, including Northern California"; 
the Shop Yard; ·the City of Industry; and -the Los Angeles 
Bull Ring. Acquisition of the Tucumcari-Kansas City line 
will allow Southern Pacific to expand its pre-blocking 
operation to insure more efficient service. Southern 
Pacific says that principal eastbound schedules would contain 
only Kansas City traffic blocked for major interchanges at 
that point. In all probability, Southern Pacific would also. 
perform certain reciprocal blocking of traffic delivered at 
these connections such as blocking for points on a connecting 
line beyond Kansas City. On westbound traffic there would 
be blocking for setouts between terminals such as El Paso 
to Tucson and Tucson to Yuma, which Rock Island does not 
now do. 
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Another benefit to the shipping public anticipated by 
Southern Pacific is what the carrier calls "single-line 
responsibility" and encompasses car tracing, - diversion rif 
freight shipments and loss or damage claims. In recent 
years, shippers' traffic managers have become more 
conscious of inventory control, as well as warehousing 
costs and all other costs associated with marketing and 
distribution. Customers' traffic managers feel that it is 
absolutely necessary for a railroad to be able to trace 
the location of any car at any particular time. Southern 
Pacific's Total Operations Processing System, which was 
scheduled for completion in 1970, will make available at all 
times "information on the current location of every freight 
car and locomotive on the railroad. 

As was mentioned previously, Southern Pacific and Rock 
Island have successfully instituted a run-through operation 
of power; however, even wit::h the close cooperation of the 
carriers, the agreement required a number of years of study 
by joint committees before mutually satisfactory and 
equitable terms could be reached. There were differences 
in the characteristics of power operated by the railroads and 
differences in the rules of operating power, which had 
previously precluded the arrangement. With both railroads 
operating separately as they are presently, Southern Pacific 
does not feel that the maximum benefits of this run-through 
have been realized. Rock Island is able to utilize Southern 
Pacific's power units over any segment of its lines, and, 
although the run-through is at Tucumcari, the units may be 
returned at any junction of the two carriers. Southern 
Pacific states that such an operation does utilize the 
maximum efficiency of the power run-through. Because of 
the type of power units Rock Island uses in the run-through 
operation and the type of power Southern Pacific requires 
west of El Paso, the Rock Island units can be used by 
Southern Pacific only as far as El Paso and then ·are returned 
to Tucumcari. If Southern Pacific is able to acquire Rock 
Island south, it will be able to run its units over the 
entire system and will be able to control these units, 
unlike the present operation where it has no control over 
them while they are on Rock Island tracks. 

Southern Pacific states that lack of adequate power is 
a chronic problem with Rock Island. In several instances 
Rock Island did not have sufficient power to move empty 
refrigerator cars from Kansas City to Tucumcpri, so they 
could, in turn, be moved west to the perishables loading 
area. On occasion, it was necessary for Southern Pacific 
to send power to Liberal, Kans., to move empty refrigerator 
cars west t::o the perishables loading areas. If Southern 
Pacific acquires the Rock Island's southern lines, it will 
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be able to make better utilization of diesel power, which 
will have a beneficial effect upon the performance of 
reliable and dependable schedules and result in improved 
car supply and top performance without economic waste. 

One major problem confronting the entire rail industry 
.. is a shortage of cars. In the instant situation, it is 

not limited to the Tucumcari line but to the entire southern 
portion of Rock Island as well as present Southern Pacific 
line.s. Improvement in car supply comes about not only 
from constantly expanding the car fleet of a particular 
railroad but also in the use of that fleet. Southern 
Pacific, if it were to acquire the southern portion of 
Rock Island, would have increased opportunities for two-way 
hauls and improved control of empty car movements so that 
empties might be more readily available for service when 
actually needed. For example, one situation which occurs 
is when both Southern Pacific and Rock Island have empty 
cars in an area available to pick up a particular load. 
This, obviously, does not allow full utilization of the 
effective car fleet of both carriers. One area where the 
effective utilization of car supply will be an improvement 
is in the previously-mentioned problem of refrigerated cars 
needed at the loading areas for perishables. Southern 
Pacific points out that the interest of Rock Island in 
using critically needed , power to move empties west from 
Kansas City is not identical to that of Southern Pacific, 
which is direcbly faced with the problem of providing empty 

.. refrigerator equipment to the loading areas. If Southern 
Pacific reaches Kansas City with its own lines, the conflict 
will no longer exist. 

Southern Pacific also mentions the "bad order ratio", 
ie; the portion of the car fleet unavailable due to mechanical 
defects compared to the total car fleet. Southern Pacific's 
bad order ratio is one of the lowest in the coun~ry, running 
under 2 percent in 1968. If Southern Pacific acquires the 
southern portion of Rock Island, it would reduce the Rock 
Island ratio. 

Referring to the previously-mentioned capital expendi­
tures of $736 million since 1946, Southern Pacific points · 
out that while its car fleet has increased only 28 percent, 
the carrying capacity has increased by 56 percent. In ·­
addition to this car fleet, Southern Pacific owns a one-half 
interest in Pacific Fruit Express, which furnishes refriger­
ators to Southern Pacific, Union Pacific, and certain other 
railroads. As of December 31, 1964, PFE operated 20,839 
refrigerator cars, 1,009 mechanically refrigerated highway 
trailers and containers and 437 fleetcars for handling 
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perishable traffic. Upon Southern Pacific's acquisition of 
Rock Island's southern lines, this large car fleet will 
be available to shippers on these newly acquired lines on- a 
single-line service basis. Also, through information pro­
vided by Southern Pacific's TOPS, utilization of this 
freight car fleet will be materially improved. 

An important benefi~ Southern Pacific will receive from 
extension of its line to Kansas City is the increase of 
interchange carriers that it will have available. Presently, 
Southern Pacific has only one connection for traffic moving 
to points east of Kansas City; however, if it extends its 
line to Kansas City, it will be able to interchange traffic 
with Norfolk & Western, Santa Fe, Burlington, North Western, 
Gulf, Milwaukee and MoPac. Not only will Southern Pacific· 
benefit from the new arrangement, but many of the Kansas 
City connections will also benefit. 

Following the purchase, the Rock Island communication 
facilities would be integrated into those of Southern 
Pacific. The latter utilizes a microwave system of 
communication over a portion of its system. Between 1962 
and the hearings, the carrier had spent over $5 million 
on the microwave system and planned expenditures of $2 
million more. 

The microwave system has several qualities which makes 
its use important to the carrier. It is almost lOO .percent 
reliable as compared to reliability of ordinary carrier 
equipment of around 92 percent; the use of the microwave 
system leaves room for expansion of the communications 
system, and also allows an integration of various types of 
communications into one system rather than a multitude of 
systems. For example, the microwave is capable of handling 
CTC circuits, telephone communications, and various forms 
of data transmission, including data necessary for complex 
operation of the TOPS program. A third benefit of the 
microwave system is that as it is installed throughout the 
system, carrier equipment is released for use on other parts 
of the system not yet covered by microwave, and, thus, the 
entire communication system can be expanded even though 
microwave does not reach the entire system. Southern Pacific 
points out that no other railroad in these proceedings has -
offered evidence that it has such a communications advance­
ment. When the ·Southern Pacific microwave system is extended 
to the·-newly-acquired lines, it will offer an improvement 
in day-to-day operations as well as long-range planning. 

Following the elimination of interchange over the 
Tucumcari line, Southern Pacific would extend its interchange 
to the Rock Island's Armourdale Yard at Kansas City. 
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Southern Pacific would purchase the yard and sell to Union 
Pacific seven of the tracks adjoining the Union Pacific main 
tracks. Union Pacific would also require two tracks from 
the east end of this seven-track yard to its present con­
nection with Rock Island near Second Street. 

Plans for the use of the Armourdale yard would have 
Southern Pacific trains arriving from and departing to the 
west, with all other traffic, except Union Pacific inter­
change traffic, arriving from and departing to the east. 
The present arrival tracks and ice dock would be used and 
the trackage south of the Union Pacific new yard would be 
used as a departure yard. Under present operation and 
trackage arrangement, it is not possible to trim from the 
classification tracks directly to the departure yard, and 
it is proposed to rearrange the trimmer leads to eliminate 
the present inefficient and uneconomical operation. 

The present interchange between Union Pacific and 
Rock Island is through the existing connection at ·the 
extreme ea-s-t end of the yards -and-, in order to iH'Ovide a 
more efficient interchange, it is proposed to receive 
traffic from Union Pacific on the most northerly Rock 
Island track adjacent to the main line just east of Kaw 
Junction. Southern Pacific would deliver Union Pacific 
interchange to 18th Street yard via Kaw Junction. If 
sufficient traffic moving through Kansas City is available, 
Southern Pacific and Union Pacific would interchange solid 
blocks of cars or entire trains on the ma.in tracks, in 
effect, moving the present Tucumcari interchange to Kansas 
City and eliminating conventional interchange at Kansas City • . 
It would also be possible to pool locomotives and cabooses 
for through operation at Kansas City. 

At present the Armourdale yard is very congested, and 
Rock Island's interchange is rather slow. Under Southern 
Pacific's proposed use of the yard, the volume of traffic 
would be decreased, since the yard would only continue to 
receive eastbound trains from Topeka and interchange from 
connections. The balance of the Rock Island traffic 
presently received from~ the Trenton and St. Louis lines 
would arrive in the Union Pacific yard. Southern Pacific 
hopes that this revised use of the yard will allow more 

.. speed through the yard and more efficient use of the 
facilities there. In addition to these innovations at Kansas 
City, Southern Pacific will also install its Terminal 
Management Information System at the Armourdale yard, This 
measures terminal performance from the customer's point of 
view by time and from the railroads point of view by cost. 
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There are approximately 228 miles of single main track 
owned by Rock Island between Biddle (Little Rock), Ark., and 
Winnfield, La. Between Winnfield and Alexandria, Rock Island 
operates over Louisiana & Arkansas (KCS) trackage, a distance 
of approximately 47 miles. The right of way in this territory 
is generally 100 feet wide with long stretches of light to 
heavy curvature varying from 1 degree to 3 degrees. The 
grade is relatively light, varying from level to 0.8 percent 
except for two short stretches of 1 percent grade in Northern 
Louisiana. 

The rail section in this territory includes 85-pound 
and 90-pound rail, most of which is conventional 39-foot 
rail joined with angle bars and four bolts. The entire line 
is fully tie plated and anchored with conventional rail 
anchors. The 8-foot 6-inch cross ties installed in this 
territory are oak, gum and pine , treated with wood preservative. 
The track is la id with approximately 22 cross ties per 30-foot 
rail. The ballast used is generally Butterfield stone and 
ore screenings. The bridges, trestles and culver~s on this 
line are IM-intained for a Coopers- "E" rating of---E-50. The 
entire line is non-signal. Siding capacities generally are 
from 40 to 120 cars and are spaced five to ten miles apart. 
Rock Island has a telegraph communications system between 
Haskell, Ark., and Alexandria, and telegraph and telephone 
between Little Rock and Haskell. 

There are flat switching yards located at Haskell, 
Fordyce, Tinsman and ElDorado, Ark., and Ruston, Hodge, 
Winnfield and Alexandria, La. The car capacity of these 
yards varies from 46 cars at Fordyce to 640 cars at El Dorado. 

In addition to the main line described immediately 
above, there are branch lines diverging from this segment. 
As previously described, all branch-line mileage is non­
signal and rail is second-hand relay ranging in weight from 
65-pounds to a small amount of 100-pounds. Communications, 
where provided, are generally by telegraph. Ballast is 
usually sand and dirt with some chatt, gravel and stone. 

There is a branch line of 44-miles from Tinsman t~ 
Crossett, Ark., diverging at Tinsman. The rail is 80-pound 
on gravel, Butterfield stone and screenings ballast. The 
permissible speed is 30 m.p.h. 

The 27-mile long branch from Haskell to Hot Springs, 
Ark., has 85-pound and 90-pound rail, generally laid on 
Butterfield stone. There is heavy curve territory into Hot 
Springs, varying from 10-degree to 12 degree curves. 
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A branch from Butterfield to Camden, Ark., is 64· miles . long. There are--approximateLy 31 miles of 65-pound rail and approximately 29-miles of 85-pound rail. Rock Island operates 2.7 miles into Camden from Kent, Ark., over a Cotton Belt main line. 

The Eunice to Alexandria branch is 57 miles long. Rock Island operates one mile over Southern Pacific trackage in reaching Eunice and uses 2. 7 . miles o.f Texas and Pacific trackage at Alexandria. The rail is 90-pound and rerolled 100-pound, mostly on gravel ballast. 

Southern Pacific plans to use Rock Island's segment of line between Fordyce, Ark., and Alexandria for traffic moving between St. Louis and Memphis, on the one hand, and, points in Louisiana, on the other. Presently this traffic is interchanged at Alexandria between Southern Pacific and Rock Island and at Fordyce between Southern Pacific's subsidiary, Cotton Belt, and Rock Island. Traffic moving over this route would stop at Pine Bluff, Ark., where the modern, gravity-type switching yard would enable quick and efficient blocking of cars. 

Under present Rock Island schedules, 14 hours are required to---move the 196 miles between Fordyce and Alexandria. During a 10-day period in 1967, Southern Pacific, Rock Island and Cotton Belt operated through trains between Pine Bluff and Alexandria. That operation was not identical to the one proposed now by Southern Pacific and was more time­consuming, since trains were actually ~nterchanged at Fordyce and Alexandria rather than run-through and the new connecting track proposed by Southern Pacific at Fordyce was not in service. Based on that operation, Southern Pacific proposes a 7-hour schedule for traffic moving over this segment of track. 

Presently, Southern Pacific's route between Louisiana and Memphis or St. Louis is 310 miles longer that it would be using Rock Island's Fordyce-Alexandria segment. An example of the anticipated savings in Southern Pacific's · transit time, if it utilizes the Alexandria-Fordyce line, is shown by an examination of traffic moving between St. Louis and New Orleans. Southbound traffic presently moves on a schedule of 53 hours and 31 minutes. Under Southern Pacific's proposed schedule, the transit time would be 29 hours and 31 minutes, which is a savings in transit time of 24 hours. Northbound traffic moves on a schedule of 49 hours and 45 minutes, compared to a proposed schedule of 33 hours and 15 minutes, for a savings in transit time of 16 hours and 30 minutes. 
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Southern Pacific's evidence indicates that around 40 
cars per day of its traffic moving between Louisiana points 
and points north of Shreveport now moves via the circuitous 
Houston-Shreveport route, and , under Southern Pacific's 
proposal , these cars would move over the shorter Alexandria­
Fordyce segment. This amounts to approximately 14,600 cars 
per year. Further, in 1967, 8,534 carloads were interchanged 
between Southern Pacific and Rock Island at Alexandria, and 
Southern Pacific proposes that a portion of this traffic 
would also move in this new single- l ine service. 

Southern Pacific anticipa t es tha~ the single-line 
service available over the Alexandria-Fordyce line generally 
will result in similar benefits as expected over the 
Tucumcari-Kansas City line, such as improved blocking, 
tracing of cars, utilization of power, utilization of empty 
cars, and more importantly, the complete elimination of the 
interchange at Alexandria. With respect to the utilization 
of power, elimination of the Alexandria interchange will 
eliminate the necessity for any layover of power and conse­
quent loss of utilization. - Also, the transfer of .traffic 
from the circuitous Houston-Shreveport route to the 
Alexandria-Fordyce route will release space on the Houston 
trains for other tonnage, resulting in better utilization 
of diesel power. 

Prese-ntly, there are f ive railroads with single-line 
or single-system service between Kansas City and the Houston­
Galveston area - Rock Island, Santa Fe, MoPac, Katy and 
Burlington. Of t hese , of course, Burlington's route is 
very circuitous (see map A attached). Southern Pacific's 
participation in s uch north-south traffic ends north of the 
Dallas-Ft. Worth area, at Denison , Tex., except for traffic 
moving to St. Louis. If Southern Pacific acquires the 
southern portion -of Rock Island, this will not increase the 
number pf single- l ine systems but only substitute Southern 
Pacific for Rock Island. 

Rock Island's schedule between Houston and Kansas City 
is the second fastest of the five carriers. Its southbound 
time of 26 hours and northbound time of 27 hours and 15 
minutes is second only to Santa Fe's times of 22 hours 
southbound and 26 hours northbound. If Southern Pacific 
acquires this line, it expects to maintain or improve the 
schedules. The elimination of the interchange between Rock­
Island and Southern Pacific on traffic moving over the fore­
going route is particularly important because of the sub­
stantial amount of time which will be saved. A large amount 
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of traffic is interchanged between the carr iers at points 
between Ft. Harth and Galveston. In 1967, this amounted 
to 17,840 carloads. This traffic originates generally over 
the entire Southern Pacific system and is handled from the 
main-line terminal at Ennis, Tex., over the branch line 
between Ennis and Ft. Worth. After acquisition of the 
southern portion of Rock Island, all through traffic of 
the two carriers on this north-south route will be handled 
in through ~rains between Ft. Worth and Dallas, making 
direct main-line connections to various parts of the SP 
system. 

There is presently a 10-hour delay from the time a 
car arrive in Ft. Worth for interchange from Rock Island to 
Southern Pacific until it reaches the Southern Pacific main 
line at Ennis, and, in the reverse direction, there is a 
10-hour delay from the time a car for interchange to Rock 
Island at Ft. Worth departs from Ennis until it departs 
Ft. Worth on a Rock Island train. The operation of the 
through train between Ft. Worth and Dallas is expected to 
eliminate a major portion of this delay, thus enabling 
Southern Pacific to better compete with Santa Fe, ~.;~hich has 
the fastest service between Houston and Kansas City. The 
Ft. Worth branch would be used for solid trains of grain 
movingto Gulf ports and for the return of empty cars. 
Single-line service on this route, with the Armourdale yard 
at one end and the gravity-type switching yard at Houston 
on the other end, will allow ·system-wide blocking of trains. 
Also, as in the case of the other segments of line, single­
line service will all6w more efficient tracing of cars~ 
Further, use by Rock Island of the lines of other carriers 
may become unnecessary. 

There are approximately 473 miles of single main track 
between Herington, Kans., and Dallas, Tex., and 4 miles of 
double-track railroad which extends 1.8 miles east and 2.2 
miles west of Ft. Worth, Tex. ~he right of way in this 
territory is generally 100 feet wide and there are long 
stretches of tangent track and light curvature varying from 

· ~ degree to 3 degrees. The grade is relatively light, 
varying from level to short stretches of 1 percent near 
Newark, Bridgeport and Ft. Worth, Tex. 

The rail section in the above territory includes 112 
pound, 115 pound and 119 pound rail, most of which is con­
ventional 39-foot rail joined with angle bars and four 
bolts. There is one stretch of 119 pound continuous welded 
rail extending from south of El Reno to Rush Springs, Okla., 
totaling approximately 54 miles. The entire line is fully 
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tie plated and anchored with conventional rail anchors. The 
8-foot, 6-inch cross ties installed in this territory are 
oak, gum and pine, treated with wood preservative. The 
track is laid with approximately 22 cross ties per 39-foot 
rail. The ballast used is principally chatt. The bridges, 
trestles and culverts on this line are maintained for a 
Coopers "E" rating of E-60 or more. There is CTC signaling 
between El Reno and Herington (except through Wichita, Kans.), 
and between Ft. Worth and Dallas. Between Ft. Worth and 
El Reno is automatic block signal territory. Siding 
capacities generally are from 80 to 150 cars and are spaced 
four to ten miles apart. 

Rock Island has a telephone communication system between 
Herington and Dallas as well as telegraphic and teletype 
service using carrier curcuits. 

There are flat switching yards located at Enid, El Reno, 
Chickasha and Waurika, Okla., and Bridgeport, Ft. Worth and 
Dallas, Tex. The car capacity of these yards varies from 
84 cars at Bridgeport to 2,328 cars at El Reno. 

As detailed in Pa-rt B, Rock Island and Ft. \.J"orth & 
Denver each has a one-half interest in railroad facilities 
(except for certain industry turnouts) between Waxahachie 
and Houston and each owns one half of terminal facilities 
at Galveston. 

There are approximately 214 miles of single main track, 
Rock Island owned or jointly owned, between Dallas, Tex., 
and Galveston, Tex. Rock Island operates over the Katy 
between Waxahachie and Dallas, a distance of about 28 miles, 
over the Santa Fe between Houston and Galveston, a distance 
of approximately 51 miles, and over Houston Belt & Terminal 
trackage at Houston, a distance of about 12 miles. 

The right of way in this territory is generally 100 
feet wide and there are long stretches of tangent track with 
light curvature and grades, and the roadbed is similar in 
most other respects to the Herington-Dallas line described 
above. The entire Houston-Waxahachie line has an automatic 
block system and is operated by train orders. Sidings, 
four to ten miles apart, hold 60 to 125 cars. 

Rock Island has a telephone communication system between 
Houston and Teague as well as telegraphic and teletype 
service using carrier circuits. 
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There is a flat switching yard located at Teague having 
a car capacity of 609 cars. At Houston all terminal services 
are performed by the Houston Belt & Terminal Railway Company, 
owned 12 ~ percent by Rock Island. At Galveston, Rock Island 
owns jointly with the Fw&D a flat yard having a 560-car 
capacity. Terminal switching services at Galveston are now 
per f ormed by Galveston ~~arves Company for account of Rock 
Island. 

The branch line from Teague to Mexia, Tex., is 14 
miles long, with 75-pound rail laid on Scorie and~re 
tailings, The branch extends from the Waxahachie-Houston 
main line at Teague and crosses and connects with Southern 
Pacific at Mexia. This branch comprises a portion of the 
rail properties owned jointly with FW&D. 

The Breckenridge to Bridgeport line .. is 92 miles 
long. The rail is 65 to 85 pounds on tailings and dirt 
ballast and is operated at speeds of 15 to 25 m.p.h. 

The branch between Chickasha and Mangum, Okla., is 97 
miles long. The rail is mostly 60-pound with some 80 to 
100-pound rail laid mostly on rock screenings. 

On the 24-mile long branch between Enid and Warren, 
Okla., Rock Island operates 3 miles out of Enid on Frisco 
trackage and--Rock Island trackage beyond. The rail is 60-
pound and 90-pound, laid on dirt ballast. 

A 72-mile branch extends from Enid to Alva, Okla. 
Rock Island operates for 40 miles between Enid and Augusta 
over Frisco trackage. The Rock Island trackage is laid 
with 65-pound rail on dirt ballast. 

The 55-mile branch between Enid and Ponca City, Okla., 
is laid with 80-pound rail on rock and screenings ballast 
and has a permissible speed of 35 m.p.h. 

The 78-mile branch from Anadarko to Waurika, Okla., 
is laid -generally with 80 and 85-pound rail, with some 89 
and 100-pound rail. The rail is laid on rock screenings 
ballast, with a permissible speed of 30 m.p.h. 

The Herington-Galveston line will be a very useful 
part in the more efficient ·utilization of power resulting 
from Southern Pacific's acquisition of the southern portion 
of Rock Island. From Kansas City, locomotives can be turned 
south to Houston via Ft. Worth and, at Houston, the power 
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could be operated out of the pool either east to New Orleans, 
west back to Los Angeles, south to Brownsville, or north to 
St. Louis or beyond on run-through trains operating through 
St. Louis. 

In addition to the above-discussed improvement of car 
supply resulting from Southern Pacific's acquisition of the 
southern portion of Rock Island, there are two other factors 
peculiar to this particular situation. First, Santa Fe and 
Rock Island are both large hau1ers of grain from Kansas, 
Oklahoma and the Texas Panhandle to the Gulf ports, whereas 
Southern Pacific is not as large a ·participant in such traffic. 
Southern Pacific feels that its acquisition of the southern 
portion of Rock Island would, therefore, result in a more 
improved overall car supply available to the grain shippers 
than would Santa Fe's acquisition of that portion of Rock 
Island. Secondly, since the Herington-Galveston line bisects 
the Tucumcari-Memphis line, Southern Pacific will have the 
ability .to divert- empties, at El Reno, from the north-south 
route to the east-west route to anticipate loadings on that 
route. 

There are approximately 867 miles of single main track -­
bet-.:veen Tucumcari, N. Hex., and Memphis, Tenn., and approxi­
mately 7 miles of double-track railroad, 2.3 miles of which 
is between Little Rock and Biddle, and 4.4 miles through 
Oklahoma Ci ty, Okla. 

The right of way in this territory is generally 100 feet 
wide. There are long stretches of tangent track with 
curvature varying from light to heavy along the Canadian 
River bet..;-veen Amarillo, Tex., and Sayre, Okla., and west of 
Little Rock. Curvature varies from 1 degree to 3 degrees. 
The grade is relatively light, varying from level to 1 
percent. 

The rail section in this territory includes 90-pound, 
100-pound, 110-pound and 112-pound rail, most of which is 
conventional 39-foot rail joined •-Jith angle bars and four 
bolts. The entire line is fully tie plated and anchored 
with conventional rail anchors. Eight foot, ~ix inch oak, 
gum and pine treated ties are laid 22 per 39-foot rail. The 
ballas t used is principally .stone between Hemphis and El Reno, 
Okla., and chatt, cinder and gravel bebveen El Reno and 
Tucumcari. The bridges, trestles and culverts ·on this line 
are adequate for present tonnages, speed and equipment. The 
entire line from Tucumcari to Memphis is non-signal between 
El Reno and Oklahoma City and bet1veen Perry, Ark., and 
Memphis, which is autonmtic block. Sidings, 8 - 15 miles 
apart, hold 50 to 120 cars. 
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Rock Island has a telephone communication system 
be t t'ieen Memphis :.tnd Amarillo, a teletype service between 
Tucumcari and Memphis and telegraph between Amarillo and 
Tucumcari , all of which utilize car rier circuits. 

There are f lat switching yards located at Amarillo, 
Tex .; Sayre, Clinton, Geary, Oklahoma City, Shawnee, 
Holdenville , Hay~·mod, McAlester, Okla.; Booneville, Little 
Rock, He sa , Brink ley and West Memphis, Ark. ; and Memphis, 
Tenn. The car capacity of these yards varies from 21 cars 
at Clinton to 1,046 cars at Little Rock. 

The 43-mile branch line from Geary to Homestead, Okla., 
is laid wi th 60, 65, and 90-pound rail. 

The 21-mile branch line from Stuttgart to Mesa, Ark., 
diverges fr om the Little Rock-Memphis line at Mesa. It is 
genera lly laid with 90 and 100-pound rail on stone and 
screenings ballast and has a permissible speed of 30 m.p.h. 

The 14-mile branch line from Mesa to Des Arc, Ark., 
diverges northward from the Little Rock-Memphis line at 
Hesa and is laid predominantly ~vith 70-pound. rail. 

The Tucumcari-Hemphis route is 168 miles shorter than 
the present Southern Pacific-Cotton Belt from St. Louis and 
Memphis to West Coast points: Southern Pacific, however, 
intends to use its present route (Cotton Belt to Corsicana, 
Tex., Southern Pacific via Hearne, Flatonia and San Antonio, 
Tex. -see map A,appended). The Rock Island segment would 
provide an alternative route between Brinkley, Ark., and 
El Paso, Tex., via El Reno, Okla. Generally, this route 
is satisfactory for the speeds and tonnage being carried; 
however, there are several locations of poor ballast and 
ti r conditions. Southern Pacific feels that approximately 
150 to 200 miles of the line need attention in terms of 
speed and tonnage carried at the time of the proceedings. 
Further, Southern Pacific states that, as long as this route 
is non-signal territory, the maximum allowable speed is 49 
m.p.h. The Southern Pacific-Cotton Belt route is a high­
speed, mainline railroad, much of which has centralized 
traffic control. It is estimated that it would cost over 
$30 million to bring the Tucumcari-Memphis segment up to 
Southern Pacific's standards, and the carrier's president 
stated that such expenditures could not be justified in the 
foreseeable future. Under present conditions, Southern 
Pacific would be better off spending its money on the 
existing route. 
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The Tucumcari-Memphis route will, however, continue 
to carry traffic. Presently, Southern Pacific and Rock 
Island interchange around 15,000 carloads per year at 
Tucumcari for or from this segment of line. About 83 
percent of this traffic originates or terminates at points 
west of Little Rock and will not be subject to diversion 
to the present main Southern Pacific route. 

Southern Pacific feels the Tucumcari-Memphis line is 
an important segment of the southern portion of Rock Island. 
The line connects with Southern Pac-ific at Tucumcari, inter­
sects the above-discussed Herington-Galveston line at 
El Reno, connects with Rock Island's north-south line between 
Louisiana and Arkansas and connects with Cotton Belt at 
Brinkley. Southern Pacific holds that the line is an important 
connecting link in its efficient utilization of the southern 
portion of Rock Island since it broadens the benefits of 
single-line service which Southern Pacific will extend to the 
newly acquired lines. 

To emphasize the benefits to present Rock Island shippers 
of Southern Pacific's ownership of the southern Rock Island 
lines, Southern Pacific points out Rock Island's route from 
Dallas to Memphis is 759 miles while Southern Pacific's 
existing route is 483 miles, a savings to the shippers of 
276 miles. Similarly, Rock Island's Dallas to St. Louis 
route is 922 miles, while Southern Pacific's is 737 miles, 
a savings of 185 miles. 

Also, Southern Pacific feels a great responsibility 
to its West Coast shippers who are dependent on it. A 
large portion of the carrier's revenue comes from the long­
distance movement of agricultural products and lumber 
from the West Coast to midwest and eastern markets. These 
shippers often must compete with other shippers who are 
located in closer proximity to the market, and they need 
transportation at the lowest possible cost. To assist them 
in this respect, Southern Pacific has cooperated in estab­
lishing and maintaining suitable rates. Further, these 
shippers are located in a widely scattered area along the 
Pacific Coast, and Southern Pacific must furnish equipment 
and other services to these vast areas. To continue to do 
this and allow these shippers to meet their competition and, 
also, to allow Southern Pacific to meet the ever-increasing 
motor carrier competition, as well as the competition from 
other railroads in the general area, it must have the 
advantage of all possible economies and efficiencies, such 
as those which will result from the consummation of the 
proposed transaction. 

- 656 -



F.D. No. 22688 

(3) Economies Through Consolidation 

Southern Pacific also engaged Wyer, Dick & Co., to 
determine the probable improvement in net income of Southern 
Pacific which would result from acquisition of the southern 
segment of the Rock Island~ The total improvement in net 
income would consist of earnings allocated to the southern 
segment plus the economies that would be achieved from more 
efficient use of the combined properties. 

The economies were the subject of nine separate studies 
which were originally based on data for various dates or 
periods in the year 1964. Expenses were adjusted in the 
original report to reflect as nearly as possible, unit costs 
as of January 1, 1966 and subsequently updated to January 1, 
1968 to reflect changes in conditions and increases in wages 
and materials. The improvement in Southern Pacific's net 
income (related to economies) before Federal income taxes at 
January 1, 1968 levels was estimated to be $7,625,000. 

The items covered in the nine studies and the savings 
estimated for each, based on the updated figures to January 1, 
1968 are as follows: 

Study 1 - Consolidation of Stations and Terminals 

This study reviewed the operations at all points common 
to the involved lines {SP, SLSW and RI) and estimated the 
potential savings from acquisition as a result of serving 
each point with one unified operating organization. 

Statements were prepared by Southern Pacific, Cotton Belt 
and Rock Island showing operating data at 15 points which upon 
acquisition would result in substantial savings. At Eunice, 
La., the operations are coordinated to the extent possible 
under separate operations. However, there were still a total 
of 15 common points which upon acquisition would result in 
substantial savings, namely, Memphis, Brinkley, Stuttgart, 
Little Rock, Fordyce, Camden, Alexandria, Dallas, Fort Worth, 
Waxahachie, Corsicana, Mexia, Houston, Galveston and Tucumcari. 
It is noted that Tucumcari was eliminated from the study because 
Rock Island and Southern Pacific have changed their operations 
since the original study was made and estimated savings have 
been realized. 

Operating data furnished for each of the 15 points for 
the months of April and August, 1964, showed switching 
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operations by yard engines and road trains, and also covered 
passenger stations, freight stations, enginehouses, car 
repair tracks, car repair and miscellaneous operations. A 
complete statement of forces employed under existing operations 
and existing rates of pay was included and additional informa­
tion such as time of arrival and departure of trains, cars 
handled and the work load at freight stations, enginehouses, 
repair tracks, etc., was provided. 

Field parties equipped with the data inspected the 
operations and facilities at each common point. In all cases 
the field parties consisted of representatives of Wyer, 
Dick & Co. and local officers of the railroads serving each 
point. A field report was provided to the engineering 
departments who prepared estimates of salvage value, estimated 
cost of new construction, cost of relocating property and 
normalized maintenance of facilities proposed to be abandoned 

or constructed. 

The total savings in expenses without considering the 
amount of capital required at the 15 common points are esti­
mated at $1,703,000 and the net cash cost of making the 
recommended property changes is esti~ted at· $834,000. 

Study 2 - Elimination of Duplicate Lines or Routes 

Certain Rock Island lines operated solely or jointly and 
routes operated under trackage rights would be parallel to 
existing Southern Pacific and Cotton Belt lines or would serve 

the same area or the same points as Southern Pacific and 
Cotton Belt. This study determined whether after acquisition 
any such lines could be abandoned, trackage rights over foreign 
lines eliminated, or joint operations discontinued and still 
permit the maintenance of good service at all important 
shipping and receiving points. 

After acquisition, Southern Pacific proposes to abandon 
operations between Melvern-Kent, Haskell-Fordyce, Messa­
Stuttgart and Lamourie-Easton (151.6 miles). Trackage rights 
would not be required between Houston-Galveston and Dallas­
Houston (88.3 miles) and joint operations would be discontinued 

between Alexandria Jct.-Lamourie (66.6 miles). As a result of 
these abandonments and eliminations it was estimated that final 
savings would amount to $1,580,000 and the total net cash 
realized from these abandonments and eliminations would be 
$1,893,000. 
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Study 3 - Effect of Acquisition on Lines Retained 

This study estimated the effect of acquisition on expenses 
and net cash required at locations on the remaining lines after 
abandonment of duplicate lines or routes set forth above in 
study 2,and estimated changes in volume of traffic and changes 
not included in other studies, specifically covering the 
following items: 

(1) The Effect on Operating Costs at Terminals and 
Intermediate Points - Kansas City 

Kansas City, now a terminal en route for Rock Island lines 
entering from Topeka, St. Louis and Trenton, would become, 
after acquisition of the southern segment, an eastern terminus 
for Southern Pacific. The volume of traffic handled in the 
Southern Pacific yard would be decreased and would continue to 
receive only eastbound trains from Topeka and interchange from 
connections. The balance of the Rock Island cars now received 
from the Trenton and St. Louis lines would arrive in the Union 
Pacific yard. Cars which presently move in through movement as 
between the two segments would require interchange; and in order 
to provide expedited service, new interchange arrangements would 
be necessary. 

Under the terms of the contract between Southern Pacific 
and Union Pacific as outlined in section l(e) it is recognized 
that Union Pacific may require some use of the present Rock 
Island yard. The proposed operation contemplates the sale of 
seven present Rock Island yard tracks adjoining the Union 
Pacific main tracks to Union Pacific, and two Rock Island 
tracks from the east end of the seven track yard to its present 
connection with Rock Island near 2nd Street. Southern Pacific 
road trains would arrive from and depart to the w•est. All 
other traffic except interchange to and from Union Pacific 
would arrive from and depart to the east. The present arrival · 
tracks and ice dock would be used and the trackage south of the 
Union Pacific's new yard would be used as a departure yard. 
Under present operation and trackage arrangement, it is not 
possible to trim from the classification tracks directly to the 
departure yard and it is proposed to rearrange the trackage 
leads to eliminate the present inefficient and uneconomical 
operation. 

The present interchange between Union Pacific and Rock 
Island is via the existing connection at the extreme east end 
of the two yards and in order to provide a more efficient 
interchange, it is proposed to receive traffic from Union 

·· Pacific on the most northerly Rock Island track adjacent to 
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the main line just east of Kaw Junction. Southern Pacific 
would deliver Union Pacific interchange to 18th Street yard 
via Kaw Junction. If sufficient traffic is available, 
Southern Pacific and Union Pacific would interchange straight 
trains on the main tracks similar to the arrangement Union 
Pacific has with North Western at Fremont, with the Burlington 
at Grand Island and with the Milwaukee Road at Council Bluffs. 
It would also be possible to pool diesel locomotives and 
cabooses for through operation at Kansas City. 

(2) The Houston Tie Plant 

The southern segment of Rock Island includes a tie and 
timber treating plant at North Little Rock which supplies 
material for both Rock Island and Missouri Pacific. Southern 
Pacific has a modern tie and timber treating plant at Houston, 
and after acquisition would discontinue use of the plant at 
North Little Rock. It is expected that the volume at the 
Houston plant would be increased by about 30 percent and would 
require additional equipment. However, the Southern Pacific 
would retain only 7 out of the 15 employees working at Rock 
Island's tie treatment plant and as a result of such reduction 
in personnel would realize substantial annual savings. 

(3) Joint Facilities 

The Rock Island has several large joint facility arrange­
ments in the southern segment. All of the important changes 
were considered in studies 1 and 2 above, except for trackage 
rights over the L&A between Winfield and Alexandria and slight 
additional costs would be incurred by an increase in joint 
facility payments. 

(4) Roadway Maintenance 

Abandonment of the Rock Island line between Haskell and 
Fordyce would result in changes in maintenance costs on other 
lines in the Fordyce-Brinkley-Little Rock territory and would 
result in increased annual expenses. 

(5) Diesels Released 

Consideration was given to savings which would be realized 
on four diesel units to be released at Tucumcari. However, 
this savings was eliminated from the study when it was updated 
as of January 1, 1968. 
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The result of this study is reflected in annual savings 
of $38,000 and a net cash requirement of $156,000. 

Study 4 - Utilization of Shorter or MOre Economical Routes 

This study shows the through routes that Southern Pacific 
would use after acquisition of the southern segment of the 
Rock Island and the effect upon expenses. of rerouting freight · 
trains over such routes. An analysis was made of all avail­
able alternate routes taking into consideration mileage, 
number of tracks, track structure, signalling, ruling grades, 
speed restrictions, clearances, maintenance problems and 
abandonments proposed in study 2. 

Acquisition of the southern segment of Rock Island would 
not affect any through freight routes west of El Paso. However, 
as already fully discussed in Section (2) immediately above 
as a result of the transaction, Southern Pacific would have 
available duplicate routes between (1) Brinkley and El Paso, 
(2) Fort Worth and Galveston and (3) Lafayette and Fordyce. 

No estimated changes in expenses are shown in this study 
because savings generated from the duplicate routes between 
Brinkley and El Paso and Fort Worth and Galveston are included 
in Study 2 and estimated savings are shown in Study 7 for the 
Lafayette and Fordyce route. 

Study 5 - Consolidation of General Offices, Departments and 
Divisions 

This study analyzes the existing forces and functions of 
the various departments of Southern Pacific; determines a pro­
posed organization which would be able to handle the additional 
work load resulting from acquisition of the southern segment 
of the Rock Island; and estimates the savings resulting from 
consolidation of work load and elimination of duplicate 
functions. 

The work performed by Rock Island general office forces 
is of a system nature although in some cases certain employees 
perform work which can be exclusively assigned to either the 
northern or southern segments of the Rock Island, Therefore, 

·tt was necessary to allocate the expenses of the existing 
organization as between the northern segment, southern segment, 
and system (joint). Each department was analyzed on that basis 
and employees were classified as either exclusive north, 
exclusive south or joint. The related wages were then assigned 
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to either the north or the south segment and wages of joint 
employees were allocated on the basis of the percentage used 
in the Coverdale & Colpitts' report. The savings were estimated 
by determining the number of additional employees Southern 
Pacific would require and deducting the estimated wages of the 
additional employees from the allocated expenses. 

Southern Pacific system headquarters would assumedly 
remain in San Francisco. However, a new divisional arrangement 
for operating the Southern Pacific after acquisition of the 
southern segment of the Rock Island would be required. The 
forces which Southern Pacific would require after acquisition 
was discussed and determined with the respective department 
head. 

The estimated annual savings which is represented by 
salaries ·and wages, lower costs for fringe benefits, payroll 
taxes and expenses other than salaries and wages, updated to 
January 1, 1968, aggregated $3,659,000. 

Study 6 - Traffic 

The change in gross revenues and the corresponding 
increases of expenses as they pertain to traffic studies do 
not come within the scope of economies as discussed herein. 

Traffic studies of the carrier parties including Southern 
Pacific as they relate to the transaction proposed herein will 
be discussed separately and will not be computed as an item of 
savings. 

Study 7 - Consolidation of Heavy Repair Facilities 

The Southern Pacific purchase would include a portion of 
the existing Rock Island equipment. The allocation of equip­
ment as between the two segments based upon the ownership as 
of October 1, 1964, was made in accordance with principles 
used by Coverdale & Colpitts. 

The purpose of this study was to determine the locations 
which Southern Pacific would use for heavy repairs to diesel 
locomotives, freight cars and passenger cars and to estimate 
that savings resulting from consolidation of forces and 
facilities. 

Southern Pacific has general shops at Sacramento, Cali­
fornia; Houston, Texas; and Pine Bluff, Arkansas; and major 
diesel maintenance shops at Roseville and Los Angeles, 
California; San Antonio, Texas; and Pine Bluff, Arkansas. 
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The Rock Island diesel maintenance shops on the southern 
segment are located at Kansas City, Kansas; El Reno, Oklahoma 
and Little Rock, Arkansas. A small diesel maintenance shop 
is located at Fort Worth, Texas. 

Rock Island general repairs now performed on the northern 
segment on units assigned to the southern segment would be 
transferred to Houston and Pine Bluff. Major maintenance for 
passenger units acquired would be performed at Los Angeles 
and for other units at San Antonio, Houston, Pine Bluff, 
Kansas City and El Reno. Little Rock and Fort Worth would 
be retained as smaller maintenance points. 

Southern Pacific heavy freight car repair facilities are 
located at Sacramento, Los Angeles, Houston and Pine .Bluff. 
Modern, one-spot car repair facilities are located at Eugene, 
Roseville, Los Angeles, San Antonio, Houston, Avondale, La., 
and Pine Bluff. 

The largest Rock Island freight car repair shop is 
located at El Reno, and other program repair facilities are 
located at Kansas City and Little Rock. The system wheel and 
air brake shops are located at Kansas City. 

After the acquisition, Southern Pacific would transfer 
program and heavy repairs now performed at existing Rock Island 
shops to Pine Bluff and Houston. Little Rock and El Reno 
would continue to have conventional repair tracks and the one­
spot car repair facility at Kansas City would be retained. The 
wheel and air brake work now performed at Kansas City would 
be transferred to Houston. 

With respect to passenger cars, the Southern Pacific 
general shop is located at Sacramento and running maintenance 
is performed at West Oakland and Los Angeles, California. 

All Rock Island passenger car facilities are located on 
the northern segment. 

The Southern Pacific would transfer all general repairs on 
the southern segment equipment to Sacramento and all running 
maintenance to Los Angeles. 

Consolidation of heavy repair functions and facilities 
for diesel locomotives, freight cars and passenger cars as 
proposed would result in estimated annual savings, adjusted 
to January 1, 1968, of $323,000. 
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Study No. 8 - Cost of Labor Protection 

The purpose of this study was to estimate the cost of 
labor protection under conditions for the benefit of employees 
that might be described by the Commission in an order approving 
the proposed acquisition of the southern segment of the Rock 
Island by the Southern Pacific. For the purpose of this study 
it was assumed that the Commission would prescribe the con­
ditions as set forth in Southern Railway Co.--Control--Central 
of Georgia Railway Co., 317 I.c.c. 557, 558 (1962) as clari­
fied, on reconsideration, in 317 I.c.c. 729 (1963) and furthet 
clarified in a supplemental report and order in 320 I.C.C. 377 
(1964) and report on remand in 331 I.c.c. 151 (1967) would 
provide the necessary protection for the employees who might 
be adversely affected as a result of the transaction. 

The estimated cost of labor protection assumes that the 
above conditions would be applicable. Also, taken into 
account are provisions of the Washington Agreement and the 
February 1965 Mediation Agreement where these agreements would 
provide greater benefits .- to employees. 

The components of these conditions include: displacement 
allowances for persons placed in a worse position; dismissal 
allowances for persons placed in a worse position; dismissal 
allowances for persons deprived of employment; separation 
allowances payable in lump sum settlements; money allowances 
payable to affected employees who accept employment at other 
locations; and allowances for losses incurred by employees 
obliged to sell their homes and move to other locations. 

In addition to its liability under the conditions described 
above, Southern Pacific under the agreement it has with the 
Union Pacific dated March 17, 1965, has a contractual obliga­
tion to pay 45 percent of the cost of labor protection borne 
by the merged company in respect of joint employees whose 
work is not directly assignable to either segment. The 
updated total cost to Southern Pacific is estimated at 
$1,329,000 and 5 percent interest on this amount or $66,000 
is included as a continuing deduction in net income. At the 
same time and as previously noted in connection with the 
late filed agreement entered into between Union Pacific and 
vari9us labor organizations, the costs of such labor protection 
is not of record. Of course, it follows that the described 
share to be borne by Southern Pacific is not determinable and 
its final estimate is not fully reliable. 
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Study No, 9 - Insurance 

Coverdale & Colpitts allocated the cost of insurance as between the two segments and based upon that allocation, 42 percent of the premiums were assigned to the southern segment. It is estimated that by combining the coverage allocated to the southern segment under the Southern Pacific policy, the total annual savings would be $58,292. 

The following is a summary of estimated improvement in net income and net cash requirements: 

TABLE 145 

SUMMARY OF ESTIMATED IMPROVEMENT IN NET INCOME AND NET CASH REQUIREMENTS ADJUSTED TO JANUARY 1, 1968 LEVELS 

Study 
No. 

1. Consolidation of stations 
and terminals 

2. Elimination of duplicate 
lines 

3. Effect of merger on lines 
retained 

4 • . Utilization of shorter or 
more economical joint 
routes 

5. Consolidation of general 
offices, districts and 
divisions 

6. Traffic studies* 
7. Consolidation of heavy 

repair facilities 
8. Cost of labor protection 
9. Insurance 

Total 

G - Realized 

Final 
Savings 

$1,703,000 

1,580,000 

38,000 

3,659,000 

323,000 
(66,000) 
58,000 

§7.62.5,000 

L - Required 

Final 
Net Cash 

$ 834,000-L 

1,893,000-G 

165,000-L 

1,329,000-L 

$ 435,000-L 

( ) - Loss 

*see discussion in Study No. 6, in the foregoing portion of this section. 
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Southern Pacific has noted in its brief that common to 
studies 1, 2~ 3 and 7 is the fact ·that estimated annual 
savings and estimated net cash required or realized to carry 
out these savings will not be realized in the first y-ear 
after acquisition of the southern segment of the Rock Island. 
It is expected that almost all of the estimated improvements 
in net income would be realized by the end of the fifth year 
and would continue thereafter. 

(4) Reasonableness of the Proposed Transaction 

The terms and conditions of the purchase agreement between 
Southern Pacific and Union Pacific for acquisition of the 
southern segment of the Rock Island, dated March 17, 1965, has 
been described in detail in Part F of this report. 

The Coverdale & Colpitts report previously detailed shows 
that the estimat~d original cost of the assets of Rock Island 
which will be acquired by Southern Pacific was $305,128,712 
at December 31, 1961, or 38.70 percent of the total, and that 
the estimated original cost less depreciation was $204,888,074, 
or 38.80 percent of the total. The price ~hich Southern 
Pacific agreed to pay for such assets is approximately 59 
percent of the estimated original cost less depreciation. 

As of September 30, 1965, Rock Island had $29,335,913 
of current assets other than material and supplies, all of 
which would be retained by Union Pacific. After deducting 
these assets, the aggregate cost of the Rock Island properties 
in which Southern Pacific will share is $291,616,233. Using 
the percentages developed by Coverdale & Colpitts, upon the 
basis of original cost less depreciation of the Rock Island 
properties, the proportion of the aggregate consideration 
attributable to the Southern Pacific part is $113 million. 
However, the foregoing calculation does not take into con­
sideration the calculation of earnings which was made by 
Coverdale & Colpitts. These calculations attribute 66.33 
percent of income available for fixed charges before Federal 
income taxes to the Southern Pacific part. With respect to 
this situation, it is noted that the earnings calculation 
attributes more value to the southern part of the Rock Island, 
than do the estimates of original cost ratios. Under these 
circumstances the examiner finds that a $7 million higher 
price than the $113 million cited above for the properties 
of the southern segment of the Rock Island would be justified. 

The record shows that the Southern Pacific expects to 
realize a total improvement in net income before Federal 
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income taxes of $14,517,000, at January 1, 1968 levels. This 
consists of earnings allocated to the southern segment of 
$6,892,000 plus the above anticipated attainable economies of · 
$7,625,000. 

Further, the purchase price has been shown to be con­
sistent with the guidelines furnished by Coverdale & Colpitts 
and accepted by all party applicants and was agreed upon 
after extensive arm's-length negotiations. All factors con­
sidered, it. may properly be found that the purchase price is 
fair and reasonable and Southern Pacific should recoup its 
investment within a reasonable period of time. 

As seen, the purchase price is to be paid in cash. 
Southern Pacific had on hand as of November 30, 1965, cash 

·and temporary cash investments (including United States 
Government obligations carried as investments) amounting to 
$195,400,000, or $75,400,000 in excess of the proposed 
purchase price. It also has authenticated and nominally 
issued approximately $240,000,000, principal amount, of 
mortgage bonds which have been created from time to time 
pursuant to the terms of its several indentures. Subject to 
authority of the Commission, these bonds may be issued and sold 
to the public and could provide the means of reimbursing itself 
in whole or in part for its expenditure for the Rock Island · 
property. 79 

There will be no increase in total fixed charges resulting 
from the transaction. The guarantee or assumption of payment 
of dividends or fixed charges contemplated in the transaction 
is limited to the already described assumption of guarantees 
of certain terminal company bonds guaranteed by Rock Island, 
which assumption the examiner finds will be consistent with 
the public interest. 

(5) Financial Data 

Table 146 following, represents the pro forma balance 
sheet statement in columnar form giving effect to the purchase 
of the southern segment of the Rock Island by the Southern 
Pacific as of December 31, 1967. It shows that had the 

79 The securities are described in detail in Southern Pacific 
Annual Report Form A for the year 1970 at pages 234 and 235, 
and embraces certain authority granted by the Commission in 
Finance Dockets Nos. 15029, 15271, 18613, 18693, 19150, 19460, 
20349, 20782, 22237 and 23299. 

- 667 -



F.D. No. 22688 

transaction been consummated as of December 31, 1967, current 
liabilities would have exceeded current assets, resulting in 
a working capital deficit of some $76.7 million. However, 
Southern Pacific points out that this will be a temporary 
condition, considering that to reimburse its treasury it 
has more than $40 million in short term government securities 
included in its "other investments" account and it intends 
to realize from the sale of the above discussed nominally 
issued bonds held in its treasury, some $~0 million. 

All factors considered, it does not appear that Southern 
Pacific's historically sound financial posture will be 
jeopardized in consummating the purchase transaction. However, 
nothing herein contained shall be construed as authorizing 
the issuance of securities by Southern Pacific which require 
the prior approval of the Commission pursuant to an appli­
cation filed under section 20a of the act. 
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TABLE 1!,6 

SOUUERN PACIFIC 

PRJ FORMA GENERAL BALANCE SHEET STATEMENT AS OF DECEMBER 31, 1967 
GIVING EFFECT 10 PURCHASE OF SOU1HERN SEGMENT OF 1H! PllOPERTIES OF OOCK ISLAND 

ASSETS 

Current Assets 

Cash •••.••••••••••••••••••••• , •••••• • ••••••••••• • ••• •• •• •• •• 

Temporary cash investments .• •••..•••• • ••••••••. ••••••••••• .• 
Spec ial deposits •••••••••••••••••••••••••••• •• •• ••• ••••••••• 

Loans and notes receivable. •••••• • •• ..... ••••••••••• • ••••••• 
Traffic and car-service balances--Or, ··•••••••••••••••••••• 
Net balance receivable from agents and conductors •••••••• , •• 
Miscellaneous accounts receivable •••••••••••••••••.••••• • ••• 
Interest and dividends receivable ••••••••• , •••.••••••.•••• • • 
Accrued accounts receivable •••••••• , ....................... . 
Wo rking fund advances., ........................... , ... ..... . 
Prepayments • ••• ••••• • •••• • ••••.•• , , •. • ••• •• • , •••••••..•••• •• 
Material and supplies •••••••••••••••• , ••• , •••••••••.•••••••• 
Other current assets • ••..••..•.•.••••••...••.•.••..••...• • •• 

1b tal current assets •••••••••••••••••••••••••••• 

Special Funds 

Sinking funds, .......... . .... , ........... , ...... , .......... . 
Capital and othe r reserve funds ............ . ............... . 
Insurance and other funds, •••••• , ••. , • • • ••••• • • • ••••••••••••• 

1btal spe c ial funds .... . . . . .... ...... ... ....... . 

Investments 

Investments i n affiliated companies •••.••••.••••••••. • .•• ••• 
Other investments ••••••••••. , •••••••.••...•••••.••••.••••••• 
Reserve fo r adjustment of i nvestment in securities- Cr ..... . 

1btal investments ...................... , . . ... . . . 

Properties 

Road and equipment property •• •• •••••••• • •••••••• • ••• • •.••• •• 
Improvements on leased property .. . ........... .. . . .. . ....... . 
Accrued depreciation-Road and equipment • • •••••••••••••••••• 
Amortization of defense projects- Road and equipment ••••••• • 
Miscellaneous physical property •••••• • •• , ••• , .......... , •••• 
Accrued depreciation- Miscellaneous physical property ••••••• 

1btal properties less recorded depreciation 
and amortization, ••••. ,, ...•.......• , .......••• 

Other Assets and Deferred Charges 

.Otller assets •••.•...•..•.••.•......••...• , •...•.........•..• 
Unamortized discount on long term debt ••••• • ••••••••• •• ••••• 
Other deferred charges ................... , ......... , •••••••• 

1btal other assets and deferred charges ••••••••• 
'!OTAL ASSETS •••• , ••••••••••••••••••••••••• • • • • • 

EXPLANATION OF ADJUS'IMEN'IS 

(l) 1b record payment of purchase price. 

Southern Pacif ic 
Company 

$ 366,762 
122,394,173 

l L8,493 
20L,404 

1,943, 508 
28,039,999 
26,813,173 
2,012,197 

25 , 020 ,931 
81 ,38/., 

507 , 576 
15,027,315 

960,0/.,0 
~3.519,955 

3,12/., 
939, 673 
5L7,5u7 

lfl9 , 547 , 1.,29 
L5 ,393,050 

(52, 717,103) 
l82,223L.27 6 

2,467,519,938 
758,33/., 

(51.,1,063,968) 
(25,257 ,97/.,) 
136, 11t,323 

~~6,218) 

2,028 ,8 66, L35 

2,219,868 
3,677,518 
7 /.,/.,3 835 

--13!341!~21 
I2.J!Ii9luLl,32l 

Adjustments 

$ (120 , 000,000)(1) 

5 , 796,1.,86(2 ) 

\p.1!,203' 511!) 

6 , 1.,81.,, 61L(2 ) 

--b,!i81il6l~-

103,706 , 376(2 ) 

3,976,673( 2 ) 

_l~z,683,0L9 

~Qz;s-sir -------

1btal 

$ 366,762 
2 ,391.,,173 

lL8,u93 
204 , LO/., 

l,9L3,508 
28,039,999 
26,813,173 

2,012 ,197 
25 ,020,931 

81,384 
507,576 

20,823,801 
~60.z.S!!:£ 

-1Q~.3l~_!. 

3,12/., 
939,673 
5L7, 5u7 

--r;L9o.3Ii1i 

196,032 , ou3 
L5 ,393,050 

~717,103) ___ ,"i1J'7;~o 

2, 571,226,314 
758 ,33/., 

(5ul,o63,968) 
(25,257 ,97L) 
l/.,0, 692,996 

_. _l2~~18) 

2 ,136 ,5 1.,9 ,4~ 

2,219,86'3 
3,677,518 
7 ' 4ti·~~f ---u;) 

12";m~s!~so 
---- ---

(2) Tb record estimated book value of ~~terial and supplies included in the purchase. 

(2) to record estimated book value of Rock Island's interest in railroad, bridge and termi nal companies . 

(2) to record amounts allocated to property accounts. 
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TABLE 146 - Co ntinued 

SOUTHERN PACIFIC 
PRO FORMA GENERAL BALANCE SHEET STATEMENT AS OF DECEMBER 31, 1967 

GIVING E"'FECT 10 PURCHASE OF SOU'lliERN SEGMENT oF 'lHE PlbPERTIES OF !IJCK ISLAND 

LIABILITIES AND SHAREHOLDERS' EQUITY 

Curren t Liabilities 

Audited accounts and wages payable . ••••••••••••••••••••••••• 
Miscellaneous accounts payable, ••••••••••••• ······•••••••••• 
I nter est rna tur ed unpaid ••• , , ••••••••••••• • •••••••• · •••••••••• 
Dividends rna tured unpaid •••••••••••••••••••••••••••••••••••• 
Unma t ured interest accrued .................. . .............. . 
Accrued accounts payable • • •••• • ••••••• • ••• ; ................ . 
Federal income taxes accrued ••• • • • •••••••••••••••••••••••••• 
0 tiler taxes accrued • •.••...•••.•..•....................•..•• 
0 ther current liabili t i es •••••••••••••••••••••••••••••••••• , 

Tota l current liabilities • • • ••••••••••••••••••• • 

Long- Term Debt Due Within One Year 

Southern Pacific 
Company 

$ 19, 433 ,168 
39,096,8/.,2 

2 , 814 , 908 
805 ,350 

7,121,190 
77,756,272 
20 ,965 ,391 
10 ,2 61,873 

:0 78~•t§3 ~6,03 1 7 

Equipme nt obligations and other debt due within one year •••• ~L70412ll 

Long- Term Debt 

Funded debt unmatured ...................................... . 
Equipment obligations ••••••••••••••••••••••••••••••••••••••• 
Amounts payabl e to affiliated companies--

(c) Open Accounts ••••••••• • •••••••••••••••••••••••••••••••• 
Total long- te rm debt , ••••••• , ••••••••••••••••••• 

Reserves 

Casualty and other reserves •••••••••••••• • ••• • ••••••••••• , •• 
Total reserves ................................. . 

Other Liabilities and Deferred Credits 

Other l iabilities ........................ .. ................ . 
Unamortized premium on long-term debt ••••••••••••••••••••••• 
Other deferred credits ................ . .................... . 
Accrued depr ec iation-Leased proper ty ••••••••••••••••••••••• 

Total other liabilities and deferred credits •••• 

Shareholde rs' Equity 

Cap ital s tock i s s ued •••••••••.•••••••.••••••••• • • • • •• ••••••• 
Di scount on capital stock ................. .. .. . ............ . 
Pa i d i.n surplus •••••••••••••••••••••••••• • ••••• • ••• • •••••••• 
Othte r c~ pi tal surplus ............................. . ....... .. 
Re tai ned income-- Unapprop r iated .......... . ................. . 

Total shareholders' eq u.Lty • • • • ••••••.••••• • ••••• 
'IO TAL LH.BD.ITIJ<;S AND 

368 ,u26, 83o 
333,8 79,711 

28,272,59u 
-no; >'79;T3> 

9,639,11,1., 
98 , u83 

9,421,662 
l 69, 2U3 

--19, 3.?~232 

u24 , s 75 , o41 

Adjustments 

~ (35,851)( 3 ) 
--n>,m 

S!IAREHOLDERS ' E1~UITY . • • • • ••••• • • •• • •• • • • • • •••• ~2,hlJ ~t.1~~~3J._l: $ --~~_£51 )_ 

Total 

s l9, u33 ,l68 
39,096,842 

2 ,814, 908 
805,350 

7,121,190 
77,756,272 
20 ,965,391 
10,2'61,873 

7,783,493 
186,038 ,h87 

u5,7o4,2n 

368 , u26 , 83o 
3)3, 879,711 

28,236,743 
7JO,SL3,2Bh 

10 , 234 ,715 
_ _ l~DG,ns 

9, 639,141., 
98,483 

9 ,421, 662 
169 243 

---w;~~ 

u2L , 875, 041 

l,032 , 6fl l,210 
1,~7 ;5"5"6;2~ 

~ , LU9_.,jJo~, 41l~ 

(3 ) Repre sent.'!· cost of Rock I s .l.and }!o t,,r Transit Company's oper ating righ t.s ch:<rged t o the account of Southern 
Pacifi c 1 s a ffi li~< red mo to r carrier c ompany , The Sou t hern Paci fi e Tra.ns po rt Company. 
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(6) Supporting Evidence of Shippers and Public Witnesses 

Some 17 shipper and public witnesses presented evidence 
in. support of Southern Pacific's proposed purchase of the 
southern portion of Rock Island. Broadly summarized, the 
supporting witnesses find Southern Pacific's service superior 
to that of Rock Island in all respects. More specifically, 
groups of shippers who deal in perishable commodities, or 
who must maintain low inventories, or have customers that do 
so, are confident that the elimination of present SP-Rock 
Island interchanges, principally at Tucumcari, will result in 
a speedier and more dependable service, which is a necessary 
factor for them to remain competitive. The elimination of 
interchanges will also reduce damage connected with the 
interchange of traffic. 

Car supply is a very critical problem with the shippers 
.. and Southern Pacific has been better able to fulfill the 
shippers' needs than has Rock Island. The shippers believe 
that the Southern Pacific purchase would improve the situation 
since Southern Pacific will gain a portion of Rock Island's 
fleet and will have more control of empties on its extended 
lines. The witnesses are also aware of Southern Pacific's 
financial resources and its history of purchasing necessary 
new equipment and feel that these resources will be used to 
upgrade Rock Island's present plant and equipment. 

The witnesses find that Southern Pacific's car tracing 
service is superior to that of Rock Island and this is an 
important benefit to them which will flow from the proposed 
acquisition. Other service benefits anticipated are easier 
claims settlement and less difficulty in rate negotiation 
with one carrier eliminated from the routing; it is expected 
that with an extended line, Southern Pacific will be better 
able to make up lost time over the former Rock Island line 
than Rock Island is able to do; and several witnesses also 
favored the new competition of a strong, single-line carrier 
in the grain growing area of Western Texas, Oklahoma and 
Kansas. 

The individual evidence of the witnesses follows. 

A manufacturer of fertilizer and of animal and poultry 
feed has its plant in Nacogdoches, Tex., local to the Southern 
Pacific. It has approximately 6,500 cars moving inbound or 
outbound annually from its plant, of which about 2,000 cars 
originate or are interchanged at Kansas City. The shipper 
supports the Southern Pacific single-line services which would 
result under the proposed purchase from Kansas City and points 
in the Texas Panhandle and in Oklahoma. It anticipates a 
number of necessary imProvements as a result of such single­
line, Southern Pacific services. For example,_ it has not been 
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able to work out milling-in-transit arrangements with the Rock 
Island from and to Rock Island destinations with milling at 
Nacogdoches. However, based on past experience with the 
Southern Pacific, the shipper is confident that following the 
proposed acquisition such arrangements can be worked out. 
The shipper presently finds it is very often difficult to 
secure concurrences between multiple line carriers in matters 
of rates and routing because each carrier is attempting to 
protect its own interest, particularly in securing the long 
haul. As Southern Pacific does not reach the midwest, it must 
depend upon the cooperation of other carriers. It would be of 
distinct advantage to the shipper to have a single-line, 
Southern Pacific operation to and from such important points 
as Amarillo, Oklahoma City, and Kansas City. 

Speed and reliability of service is very important to 
the shipper and its customers in the area of inventory control. 
A reliable service permits the shipper to maintain an inventory 
to assure continuous operations, without having to tie up 
capital in excess inventory and customer satisfaction is 
assured • . Speed in service permits the shipper to maintain 
unusually low inventories when it anticipates price improvements 
or when customers have a need for immediate deliveries. Under 
the present multiple line movements from Kansas City to 
Nacogdoches via the combination of MoPac, KO&G, Texas & Pacific 
system with interchanges at Fort Worth or Dallas, delays in 
interchange run from one to five days and similar delays occur 
via Kansas City Southern through the Shreveport gateway. The 
shipper is confident that Southern Pacific will provide a 
reliable and speedy service under the unified rights and in 
particular should be well able to eliminate the various delays 
which presently are incident to interchange operations. 

On certain traffic moving from Kansas City to Nacogdoches 
the shipper uses both Katy and Frisco. Following the proposed 
transaction, it is not the intention of the shipper on such 
movements to utilize Southern Pacific alone and cut the Frisco 
and Katy out of its routings. 

A sugar refiner at Supreme, La., is served exclusively by 
Southern Pacific. The shipper is herein primarily interested 
in that portion of its traffic, some 15 percent or just about 
300 cars. annually, which is shipped through the St. Louis 
gateway to destinations in Illinois, Michigan, Indiana, and 
Ohio. Its present rail services place it at a competitive 
disadvantage with respect to two groups of competing sugar 
refineries, the first group being in the same general vicinity 
as the shipper. 
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The shipper, located on the Southern Pacific line, must 
depend on that carrier and its connecting lines for shipment 
to St. Louis. Present routings are either by the circuitous 
Southern Pacific-Cotton Belt combination through Houston 
and Shreveport, or Southern Pacific-Rock Island and con­
necting carrier route. The latter, a three line service, 
has accompanying delays and increased risk of damage from 
an additional interchange. Under the Southern Pacific 
purchase, it would control the entire route from the 
refinery, the only interchange being with Cotton Belt, and 
Southern Pacific, under its proposed schedules, would reduce 
delivery time by 16 hours. Southern Pacific's unified 
operations would also create the opportunity for service 
improvement in the area of consistent schedule performance. 

The second group of competitors, located east of the 
Mississippi River, by using Illinois Central single-line 
service to St. Louis and points in a large portion of 
the midwest are receiving considerably faster service than 
is available on the west side. The shipper is confident 
that following the proposed unification, it will receive 
from the Southern Pacific an improved single-line service 
competitive with that rendered on the east side of the 
river. The shipper can ship SP-IC via New Orleans to St. 
Lou5. However, its special equipment requirements are 
met by the Southern Pacific and consistent with the 
customary practice, the Southern Pacific, as the carrier 
making the investment in, and furnishing of the special 
equipment, is afforded its longest haul. 

A producer of potash and related products at Trona, 
Calif., moves its traffic from the plant over a private 
line to connection with the Southern Pacific. A substantial 
r.ortion of its traffic moves transcontinentally, with 
'more than a nominal amount" traveling across that portion 

of the Rock Island sought to be acquired by Southern Pacific. 
In 1965, approximately 1,000 carloads were shipped over 
Rock Island lines, most of which moved over the Tucumcari­
Kansas City line in conjunction with Southern Pacific. 
Of the total number of such cars, around 100 were terminated 
at Kansas City with remainder to destinations beyond. The 
shipper allocates traffic on a monthly carload basis, 
favoring the origin carrier for the longest possible haul. 

Some of the products shipped have a low cost in 
relation to their volume and weight, so that a sale over a 
substantial distance results in the transportation cost 
exceeding the cost at the point of manufacture. Also, 
about 90 percent of the shipments are in bulk, requiring 
specialized equipment in the form of hopper cars. The 
shipper presently leases more than 400 hopper cars at 
all times to be able to satisfy its shipping 
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requirements. These leased hoppers take care of about 75 
percent of the shipper's need, and Southern Pacific furnishes 
hoppers for the remaining traffic. Southern Pacific also 
furnishes the shipper with DF and DFB cars. 

A very critical factor to the shipper's success of 
operations is that it obtain efficient service and dependable 
schedules so that it may minimize its inventory. In such 
connection, due to the nature of its business and the long 
distance from eastern consumers, the shipper is requi~ed to 
lease tracks close to eastern consumer points for storage of 
loaded cars, and, thus, it can offer competitively fast 
delivery. At the same time, it would be more economical to 
the shipper if it were able to ship directly to the eastern 
buyers' market and eliminate the use of storage tracks. Under 
such circumstances the shipper would be able to save track 
leasing costs and stop-in-transit charges, and increase leased 
car utilization. 

The shipper has had extensive experience with the 
operations of Southern Pacific. Presently the shipper 
utilizes Southern Pacific's single-line service to New 
Orleans and Southern Pacific-Cotton Belt to Memphis and 
St. Louis and finds both satisfactory. It feels that if 
Southern Pacific were allowed to extend its line from 
Tucumcari to Kansas City, a more consistent and dependable 
schedule would be provided since the Tucumcari interchange 
would -be eliminated and Southern Pacific would have more 
flexibility in meeting its schedule requirements to Kansas 
City thus enabling the shipper to pinpoint delivery dates. 

A car-lot distributor of produce, with operations in 
Detroit, receives between 300 and 400 carloads per year in 
which SP participates. Generally, these shipments originate 
in Southern California, Arizona and Mexico. The distributor 
is served by the N&W subsidiary, Union Belt of Detroit, which 
delivers cars after either a routing of SP-Rock Island-N&W, 
via Kansas City or SP-Cotton Belt-N&W via St. Louis. The 
distributor avoids a Chicago routing because, 90 percent of 
the time, a day is lost. Although perishables move on a 
guaranteed schedule, wherein the railroad makes up the 
difference in market price on late deliveries, this is not an 
adequate substitute for timely delivery. In such a situation, 
customers will go elsewhere, the distributor cannot efficiently 
use its storage facilities an~ the arriving produce has less 
shelf life than anticipated. 

The distributor's suppliers obtain PFE equipment from 
SP, as well as UP; however, the primary reason for routing 
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SP is not the furnishing of special equipment, but the fact 
that the tracing service is reliable. 

The distributor in the past had preferred the Kansas 
City routing over that through St. Louis because the service 
had been better. It then began to experience delays on 
cars arriving at Kansas City, which, it discovered, using 
the PFE tracing reports, occurred on the Rock Island segment 
of the route. Since that time, almost all of the shipments 
have been routed SP-Cotton Belt-N&W via St. Louis. 

The distributor would prefer seeing the Rock Island 
portion of the Kansas City routing eliminated, feeling that 
the service would be more reliable without that intermediate 
carrier. Elimination of the interchange and SP's capacity to 
make up lost time over a longer haul should appreciably 
improve service. 

A manufacturer of newsprint with offices located at 
Lufkin, Tex., and a plant at Hertz, Tex., ships between 500 
and 600 cars per month. A new plant, scheduled to open in 
1967 at Sheldon, Tex., also on an SPline, would provide 
between 700 and 800 cars per month. 

The shipper requires special, damage-free equipment and 
maintains an equipment pool of about 140 cars. SP provides 
65 of these, Cotton Belt has 45, and Santa Fe has 25, with the 
others provided by Burlington and KCSo , Most of the other 
southwestern railroads have shown no interest in the shipper's 
equipment needs. 

Almost all of its shipments are bound for newspapers 
in the Southwestern States and as far north as Liberal, Kans., 
on the Tucumcari line of Rock Island. Although most of its 
rail shipments are to points in Texas, the shipper has some 
rail traffic moving to points in Oklahoma mostly via Rock 
Island and Santa Fe and to the Texas Panhandle via FW&D, all 
. .in conjunction with SP. The shipper allocates its traffic 
among carriers depending upon its equipment needs and customer 
location. It intends to continue that practice as much as 
possible. 

Recently, the shipper has had to use more motor carrier 
transportation into the Texas Panhandle, Oklahoma and Arkansas, 
where it cannot establish a TOFC rate. Thus far, only SP has 
established such rates. If SP acquires Rock Island south, the 
shipper hopes that TOFC rates will similarly be established to. 
Rock Island points, and it will be able to increase its rail 
traffic. 
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Many of the small newspapers served have limited storage 
and thus ne~d regular and timely deliveries. The shipper also 
mentions a desire to keep its own inventories at a minimum 
level. Therefore, it is in favor of the single-line service 
that would be available if SP acquired Rock Island, and 
services such as rate negotiations, car tracing and extra 
service requests, would be improved. 

A manager of two grain elevators one served by Rock 
Island at Stratford, Tex., and the other served by Santa Fe 
at Lautz, Tex., --also represented nine other grain elevators 
located in Texas and Oklahoma. One of the nine other elevators 
is also located at Stratford and is served by Santa Fe. Five 
elevators are served by Rock Island and, along with the witness' 
are on the Tucumcari line. The remaining three elevators are 
served primarily by Katy and also by the Rock Island's 
Tucumcari line. SP does not serve any of the elevators, 
although Rock Island does interchange with SP for California 
destinations. The elevators ordinarily rely on the railroad 
serving them for the car supply; however, the witness states 
that Rock Island is not always able to furnish necessary cars. 

The total capacity of these elevators is 7 million bushels, 
with 4 million bushels attributable to the six elevators 
served by Rock Island. Inbound traffic is trucked in, but 
95 percent of the outbound traffic moves via rail, since a 
larger volume can be more easily handled and also because 
transit can be obtained by rail and not by motor carrier. 
Over 2,500 boxcars a year are routed to California and the 
Texas Gulf ports, of which 800 to 900 move to the latter points. 
None of the grain moves toward Kansas City. 

The shipper believes that SP's acquisition of Rock Island 
south could bring SP's strong financial capacity to the job 
of improving equipment supply and upgrading Rock Island 
facilities. SP's single-line service would offer the benefits 
of dealing with one carrier in rate negotiation and damage 
claims, although the witness acknowledges that there is 
presently no problem in dealing with SP and Rock Island on 
damage claims. · 

The buyers of the grain route the traffic and are primarily 
interested in fast delivery. If a buyer desiring single-line 
service cannot get it through one elevator. , it will turn to 
an elevator served by a single-line carrier to its destination. 
When buyers require single-line service, the shipper must 
ship via Santa Fe, which offers such service. 
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Another benefit foreseen in SP's proposed single-line 
service is stronger competition between Santa Fe and SP, 
because, for example, the competition now existing between 
Santa Fe and Rock Island at Stratford ·is beneficial to the 
elevators there in the supplying of equipment, which is of 
great importance to grain elevators. Although Santa Fe 
presently provides excellent service, the presence of strong 
competition from SP in the Texas Panhandle would make Santa 
Fe try harder and ultimately benefit the grain elevators. 

A feed manufacturer and dealer, with one of its two 
facilities located in Mesa, Ariz., testified as to its own 
operations in Mesa and was authorized to speak for a grain 
and feed association, comprised of 160 associate members. 
The traffic with which the shippers are concerned consists 
of inbound bulk shipments, mostly milo grain, 80 percent of 
which moved via rail carrier and the remainder by motor 
carrier. Over 60 percent of this milo is received from Texas, 
with a large portion originating in the Texas Panhandle area 
around Amarillo. The remainder comes from Oklahoma, Kansas 
and New Mexico. In 1965, there were approximately 600 carloads 
received, and, in 1966, there was a one-third increase in 
shipments received. 

Grain manufacturers prefer rail over motor carrier trans­
portation of the bulk grain since larger quantities can be 
moved, and, where hopper cars are available~ mechanical unload­
ing can be achieved with a minimum labor cost. There is also 
more flexibility in rail movements, since the cars received are 
not generally destined for immediate use at the next scheduled 
location and short delays in unloading are permissible. This 
is contrasted to motor carriers, which seek immediate unloading 
and movement of the truck elsewhere. 

MOtor carriers are used for two reasons. One reason is 
that certain origin points for the grain are off-rail points, 
and, if that shipper trucks to a rail carrier for shipment to 
Arizona, the combined costs are too expensive. This motor 
carrier trade will not be effected by SP's acquisition of 
Rock Island south. The second reason for using motor carrier 
transportation is the speed with which deliveries are made -­
usually overnight -- as compared to a minimum of three days 
and usually five to eight days by railroad. The majority of 
origins are on-rail points, and, if rail service can be 
improved, some of this truck transportation can be shifted 
to rail service which the shippers prefer. 
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The primary need for speedy deliveries is a result of 
the lack of storage facilities by most grain dealers. Thus, 
maintenance of a low inventory is an operational necessity and 
requires fast dependable service. There must be a steady flow 
of the required carloads each day. Secondly, customers often 
demand the immediate delivery of a large quantity of grain. 
Presently, these dealers must resort to motor carriers for 
the required speed. 

MOst of the important inbound shipments involve a Santa 
Fe or a Rock Island-SP routing from the Texas Panhandle and 
points east thereof. The Santa Fe line runs across the 
northern part of New Mexico and Arizona and is switched at 
Williams Junction, Ariz., for movement to Phoenix in Santa Fe's 
daily train. If that daily train is missed, then the shipment 
encounters a delay. At Phoenix, the shipment must be switched 
again, since SP is the only carrier serving Mesa, which is 16 
miles east of Phoenix. The two-line service by SP and Rock 
Island is no better, and often there are delays of several 
days at the Rock Island-SP interchange at Tucumcari. This, 
according to the witness, is the reason for the longer 
delivery time by rail. 

Although the shippers attempt to set the routing of 
inbound shipments, giving the destination carrier its longest 
possible haul, sometimes the origin point is unknown and 
there is then no control over the routing. While this seems 
to limit somewhat the benefits of SP's acquisition of Rock 
Island south to the shippers, it does not alter the fact that 
such single-line service will offer some improved rail service 
over that now available. 

In addition to the faster service, easier tracing of 
cars is expected. Also, the proposed single-line service 
will offer benefits of improved car service. Although 
Southern Pacific furnishes a sufficient supply of hopper cars, 
they cannot be requested for shipments originating east of 
Amarillo when not on an SP line. While the witness is able 
to get hopper cars from Rock Island, it is usually accomplished 
with great difficulty~ He feels that a centralized control of 
empty car movement will allow a more consistent and reliable 
supply of necessary equipment. 

An association of vegetable distributors, located in 
Nogales, Ariz., consists of 43 members, most of which are 
located in the United States with the remainder in the 
Mexican .States of Sonora and Sinaloa, arrangesthe transporta­
tion, marketing and related services for Mexican vegetable 
growers. Each member-distributor handles its own routing and 
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makes the necessary arrangements for sale, reconsignment, etc. 
Approximately 4,700 carloads are distributed from Nogales each 
year, of which 1,600 are loaded with tomatoes, 2,000 with 
melons and the remainder with miscellaneous vegetables. 

In prior years, there were many more carloads shipped; 
however, motor carrier transportation has cut deeply into 
the rail business. One reason is that some growers are located 
at off-rail points and the time and cost of transferring truck­
load to rail cars is prohibitive. Another reason is the 
improvement in the highway system. A more important reason 
seems to be the change in shipping procedures, for instance, 
with tomatoes, which are now shipped in a more advanced stage 
of ripeness, thus requiring speedier delivery. The advent 
of piggy-back service and refrigerated cars, however, has 
somewhat slowed the decline of rail transportation. Also, 
with more than 100 truckloads crossing the border into this 
country each day and the necessary use of independent truckers, 
the availability of motor carrier transportation is not always 
dependable. 

The major market for Mexican tomatoes used to be the 
eastern part of this country; however, the increased Florida 
production and the geographical difference in distance has 
proved such a competitive advantage to the Florida tomato 
growers that the association's market there is now almost 
entirely limited to peas and cantaloupes. The association's 
primary market now is the States west of Chicago, with about 

. 25 percent going into Canada. 

Since the price of produce and melons varies substantially 
in a short period of time, the eastern receiver desires the 
faster and more dependable deliveries from the Florida growers, 
since his profits depend on buying and selling at times which 
are most profitable as measured by the prevailing market price. 
If rail service to the association were improved, the eastern 
receiver would not be taking such a "risk" of loss in dealing 
with association members. Thus, the association members would 
be more able to compete with the eastern growers for that 
market. 

Southern Pacific is the only railroad serving the associa­
tion and has done so for more than forty years and, in that 
time, has attempted to improve its service. During this period, 
the carrier has kept the members satisfactorily supplied with 
cars and equipment, and its service to the association has 
been excellent. Since the products shipped are perishables, 
the need for refrigerated cars is evident, and PFE has satis­
factorily fulfilled the needs of the association members. 
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There is, however, strong criticism in the association 
about the service to Kansas City. Since 75 percent of the 
rail traffic of the association members movES' t .o Kansas City 
for diversion elsewhere, this is an important matter. The 
complaints of the association members center around Rock 
Island's portion of the haul --Tucumcari to Kansas City. 

One area where Rock Island has been deficient is the 
tracing of cars. There is often a delay of several hours 
in locating the car. Many times a carload moves unsold, and, 
when a customer is found, the car must be reconsigned to a 
new destination immediately. Also, a change in weather con­
ditions in an area through which a car is passing often 
necessitates the opening or closing of vents on the car. 
Finally, in either of the above situations, the car may 
require re-icing or de-icing. All of these situations are 
handled by the members filing a diversion report with PFE, 
who takes care of the required change. Ordinarily, PFE 
issues regular "passing reports," locating the car from 

. information furnished by the railroad. While the car is 
on SP lines, there is little problem; however, after Rock 
Island takes over the car, the delay in location of the car 
becomes a problem. 

The association feels that SP's single-line service from 
Nogales to Kansas City would produce several benefits. Time 
would be reduced through elimination of the Tucumcari inter­
chang~ and SP would have the entira line in which to make up 
delays occurring prior to Tucumcari, whereas Rock Island is 
presently under no obligation to do so. Secondly, the all­
important car tracing problem would be relieved by SP's having 
control over the car all the way to Kansas City. Finally, 
with one carrier exercising control over the empties, better 
utilization of equipment would provide a more adequate 
supply of cars. 

A grain elevator operator in Gruver, Tex., served 
exclusively by Rock Island on the Liberal-Amarillo line has 
elevators with a 1,767,740 bushel capacity. Santa Fe's lines 
pass within 13 miles of the elevators on one side and 16 miles 
on the other. 

The elevators purchase milo and wheat from local growers 
and resell it. Almost all of the milo is shipped to Cali­
fornia, and rail service is used exclusively to that State. 
A large portion of the wheat moves to Enid, Okla., for 
reshipment, much of it to the Texas ports. The California­
bound milo moves from the elevators to Amarillo, where it is 
usually inspected, then to California via SP. 
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Presently, SP serves most of the elevators' principal 

points of destination, and approval of the SP application 

would result in single-line service between the elevators 

and these destination points. This will reduce inter­

change delays, improve car utilization and make car 

tracing easier. Car supply has been a persistent problem 

to the elevators, which generally require giant hoppers. 

The witness is aware that SP has purchased cars in large 

quantities in recent years and has the financial capacity 

to purchase the kinds of cars needed by shippers. A final 

benefit expected by the elevators is increased competition 

between two strong carriers in the Panhandle area. 

A manufacturer of fiber, steel and plastic has two 

of its three plants located in California on SP lines. 

The Burbank, Calif., plant, which began operations in 

the middle of 1966, was located on the SP line partly 

because the company was so satisfied with previous SP 

service received at its Alta Lorna, Calif., plant. 

The company has solicitation in all major u. S. 

cities and warehouse operations at 35 cities. It ships 

over 4,500 carloads a year, with 20 to 25 percent to or 

from the two California plants. The California plants 

ship products as far east as Kansas City and poin~ in 

Oklahoma and Arkansas, while the eastern part of the 

country is covered by its third plant, located in Illinois. 

There are plans for a plant in central Texas that will 

ship to the Gulf ports. 

The company favors SP's acquisition of Rock Island, 

since it would give the company the benefit of single-line 

service between its California plants and Kansas City and 

between the California plants and the destinations in 

Oklahoma and Arkansas, where service is presently not 

the best. 

The company has been able to ascertain that on 

westbound shipments interchanged at Tucumcari, there are 

delays ranging from six to 36 hours. It has been unable 

to arrive at a delay figure eastbound. The single-line 

service, eliminating this interchange, should be faster. 

The company, anticipating SP's acquisition of a substantial 

portion of Rock Island's car flee~believes that it will 

receive better service with respect to its car needs, and 

that SP will, as in the past, provide good service with 

modern equipment. 

A traffic consultant, representing a wide variety of 

concerns, testified that his clients shipped approximately 

2,000 rail cars annually, of which around 40 percent are 

- related to SP~s application. The consultant's service to 

his clients includes counseling them with respect to 

their rates, routes,warehousing and distribution trans­

portation problems. 
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The witness desires single-line service between 
California points and Kansas City, and points out that 
traffic moving south of Kansas City via Dallas would have 
single-line service under the SP proposal. Presently, 
traffic is divided evenly between single-line and multiple­
line service, but the witness always attempts to find 
single-line routings for his clients. When multiple 
lines are used, the longest possible haul is given the 
origin carrier. 

Some clients have experienced delays of as much as 
two days on traffic moving through Tucumcari, which Rock 
Island reported were due to the interchange. This would 
be e l iminated under the SP proposal, and the extended haul 
of SP should enable it to gain time or make up lost time. 

With respect to traffic between California points 
on SP and Chicago, even though there would merely be a 
change in interchange points from Tucumcari to Kansas 
City, he believes the Kansas City switching would not 
result in as much damage as at Tucumcari. 

The witness anticipates that due to SP's greater 
financial resources it will be in a better financial 
position than the Rock Island to provide the necessary 
new equipment and line rehabilitation. Car supply and 
utilization will be improved since a portion of the Rock 
Island's car fleet will be unified with SP's present 
fleet. · 

A merchandiser of grain, particularly of milo, 
controls routings on about 1,600 carloads a year. Most 
of the milo is grown in the Panhandle area of Texas, 
West Texas, Oklahoma and parts of Kansas. About 65 to 70 
percent of the grain is d~ined for points located on SP 
lines. Of this, 30 to 40 percent originated on Rock 
Island points and the remainder on Santa Fe points. The 
SP-Rock Island interchange is at Tucumcari, while SP­
Santa Fe traffic is switched at Deming, N. Mex. 

Presently, at the Tucumcari interchange, the ship­
ment loses a day and can lose as much as two or three 
days. The witness anticipates elimination of this inter­
change delay by SP's acquisition of Rock Island's southern 
lines. The grain shipments are made in covered hopper 
cars, the supply of which is a problem. Although Santa 
Fe has provided many of these cars and is purchasing more, 
it is not able to do it all alone. 

Car tracing on joint-line service is a major problem 
encountered with Rock Island service. It is necessary 
for cars to arrive at a particular point at a particular 
time and often cars are reconsigned en route. In both 
cases, knowledge of the cars' location is essential. When 
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Southern Pacific has not received a particular car in 
question, it must request the location of that car from 
Rock Island, which, sometimes takes 2 or 3 hours. This 
can be an extremely bad situation where speedy location 
is necessary. 

The witness feels that acquisition of Rock Island's 
line by SP should enable that carrier to better utilize 
its own car fleet over the extended lines. Southern 
Pacific's financial resources and opportunity for increased 
revenues over its extended lines should give incentive 
to purchase additional equipment, especially the giant 
hopper cars, which are most desirable. Finally, the witness 
feels that the mere existence of two strong carriers--SF 
and Santa Fe--competing in the same area should cause each 
to seek improvement in its service and car supply. 

A shipper of crushed marble has plants at Demarco 
and Llano, Tex., served solely by SP, with around 600 
carloads per year outbound. The company has experienced 
very satisfactory service with Southern Pacific and, 
except where a customer directs otherwise, always routes 
traffic so that SP will receive its long haul. 

The company receives its marble and limestone from 
local quarries. The company crushes and bags the com­
modities for distribution throughout the United States. 
The crushed marble and limestone chips are used in 
building for decorative effect and strengthening quality, 
and expeditious and dependable service is necessary, since 
often an architect or builder may make a last-minute 
change in the kind and color of the material. Builders 
schedule their craftsmen for specific times and need 
the entire delivery at one time rather than a partial 
delivery and the remainder later. Since customers often 
need immediate delivery of an order, the company ties up 
a great deal of capital in a large inventory. The 
company's efforts to provide fast delivery may be frustrated 
by poor rail service. The company's experience has shown 
that multiple-line service has resulted in delays, 
frustration in car tracing, and difficulty in meeting 
delivery promises. Thus, it wishes to see SP extend its 
long-haul throughout the Southwest and Midwest. Such a 
move would reduce its delivery time considerably to points 
such as Oklahoma City, Amarillo and Kansas City. Further, 
on shipments north of Kansas City, ·it would eliminate 
one carrier and interchange from the routing. 

Tracing of cars is important to this shipper, also, 
since it can advise the customer of the arrival time of 
the shipment. Thus, the customer can make arrangements 
to meet the shipment when it arrives and have it unloaded 
and ready for use sooner. It has been the shipper's 
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experience that tracing a car is easier while SP is still 
in control of it; however, when it passes through several 
hands, tracing becomes much more difficult. 

A distributor of building materials, located in 
Lafayette, La., has primarily inbound rail traffic. Its 
main concern is rail service on shipments from the West 
Coast and from Wisconsin. Approximately one-half of the 
distributor's lumber originates on SP lines, thus making 
single-line service available to its plant. Frequently, 
however, shipments are routed through Ogden via SP-UP­
Rock Island-SP. On UP points, the routing is generally 
UP-Rock Island-SP. Approval of SP's application will 
eliminate one carrier and one time-consuming interchange 
on those routings. On shipments from Wisconsin, the St. 
Louis gateway is utilized, with the routing via Cotton 
Belt-Rock Island-SP where speed is necessary and the more 
circuitous Cotton Belt-SP route through Houston, where 
speed is not necessary. If SP acquires Rock Island south, 
the faster Cotton Belt-SP routing through Fordyce, La., 
to Lafayette would be available without the interchange 
with Rock Island. 

The elimination of one carrier from any of these 
routings would result in speedier, more dependable 
delivery, factors especially necessary to this distributor, 
since many customers, as well as the distributor itself, 
maintain low inventories. Consequently, customers often 
make last-minute purchases, and the distributor must be 
able to deliver immediately. 

In the area of car tracing, SP is of great assistance 
to the shipper, since one SP agent is in close contact with 
the witness, whereas other carriers merely send postcards 
advising of car location. In addition to SP's outstanding 
service in this area, the mere elimination of one carrier 
will make car tracing an easier job, and, if SP gets the 
lines of the eliminated carrier, these benefits to the 
distributor are even greater. The distributor also fore­
sees easier rate negotiation and improved ability to fix 
damage responsibility if one carrier is eliminated. 

A tobacco company, with manufacturing facilities in 
Winston-Salem, N.C., produces 5,000 carloads per year. 
It ships to 72 public warehouses and attempts to allocate 
traffic among the carriers, with consideration given to 
service -and car supply offered. Where possible, the 
company gives the longest haul to the carrier furnishing 
necessary special equipment. 
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Its primary interest in SP's proposed acquisition of 
Rock Island south is Rock Island's Memphis-Amarillo line. 
In particular, it is interested in the improved service it 
expects on its cigarette and tobacco traffic, moving to 
public warehouses in Little Rock and Oklahoma City. It 
foresees no other change in routings due to the trans­
action. The Little Rock warehouse is served by Rock 
Island and received 109 carloads and 10 truckloads in 
1964. The warehouse in Oklahoma City is served by Santa 
Fe and received 102 carloads and 3 truckloads that year. 

Rock Island participation in the company's traffic 
as terminating or intermediate carrier declined rapidly 
from 335 carloads in 1962 to 82 carloads in 1965, although 
it did handle 136 carloads in 1966. One of the reasons 
for this decline is that Rock Island has not offered to 
furnish the company with the necessary special equipment--
50-foot, compartmentalized, Hydra -Cushion cars, which 
allow more flexibility by permitting the mixing of 
products in the same car and the utilization of stop-over 
shipments. These special cars are ordered through the 
offices of the eastern carriers serving the plants and 
are obtained from western carriers in this manner when 
they are 'inade empty" at the plant. 

Another reason for the decline in the use of Rock 
Island was a deterioration in service available. Reliable 
schedules are essential due to the maintenance of "tight 
inventories" at the public warehouses. There are weekly 
shipments to the warehouses, and, generally, only a 
supply of one carload is maintained there. The elimination 
of one carrier should eliminate present interchange delays. 
The company's experience with other consolidated rail 
carriers is improved expedited service and better tracing 
service and establishment of better rates. 

The company particularly desires SP on the Memphis­
Amarillo line, because it is interested in complete rail­
truck transportation which SP has provided in connection 
with its motor carrier subsidiaries. 

The Corporation Commission of the State of Oklahoma 
favors SP's proposed acquisition of the southern portion 
of Rock Island. This decision was reached after a study 
was made of the impact of the transaction on the public 
as a whole rather than on the revenues of the carriers 
presently serving the State. Even though the Commission 
recognized that certain Oklahoma shippers would lose 
Rock Island's single-line service to northern pants, it 
feels that the new competition SP will provide the 
present carriers--Santa Fe, Frisco and Katy--coupled with 
the new source of equipment available to Oklahoma shippers, 
will benefit the State. 
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The Oklahoma Senate and its House of Representatives 
each unanimously passed resolutions against the SP proposal. 
The Commission's Chairman, testifying in the proceedings, 
and having previously served as Speaker of the House of 
Representatives, feels that the legislative bodies were 
motivated by a concern for their constituents in the 
individual precincts; whereas the Commission, also an 
elected body, has a responsibility to the State as a whole. 

The Golden State Route Committee, representing 
numerous public bodies and civic organizations within the 
area served by the Golden State Route in southern portions 
of Arizona and New Mexico appeared, through its chairman 
and also through U. S. Congressman Morris K. Udall. The 
Committee, formed in early 1966, supports Southern Pacific's 
proposed acquisition of Rock Island's southern lines, 
principally between Tucumcari and Kansas City. 

In Southern Arizona and New Mexico, the route is 
the only main line railroad serving the population of 
almost 1 million in an area of almost 70,000 square miles 
and is vital to the industries located therein. 

Congressman Udall has had many complaints from 
shippers and receivers located in Southern Arizona with 
respect to problems of tracing shipments and of damaged 
shipments. His reports from major shippers are to the 
effect that the Southern Pacific-Rock Island interchange 
results in delays and inefficiencies. He is confident 
that the proposed single-line service of Southern Pacific 
would eliminate such shipper complaints. Congressman 
Udall is further of the view that it is very clear that 
the best interests of the Southern Arizona users of rail 
service require the Southern Pacific acquisition of the 
Tucumcari-Kansas City route and that such segment of the 
public, located on the sole major rail line providing 
service to the east, will be afforded the best, fastest, 
most convenient and reliable service. 

The committee is also of the view that Southern 
Pacific would make available its great financial resources 
for plant and car supply improvement; such financial 
resources are not possessed by the Rock Island. 
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PART K: EVIDENCE IN SUPPORT OF SANTA FE'S 
PETITION FOR INCLUSION 

(1) In General 

As seen, as a result of the denial of the basic application 
of North Western for control of Rock Island, the dependent 
Santa Fe purchase application also has been denied. There 
remains for consideration the Santa Fe petition for inclusion, 
in lieu of Southern Pacific, in the Union Pacific merger trans­
action. The lines sought by Santa Fe do not include the 
so-called Tucumcari route between Kansas City and Santa Rosa, 
N. Mex., and the carrier's principal purpose in its acquisi­
tion of the southern portion of Rock Island is to obtain 
access to the St. Louis and Memphis gateways. Of secondary 
importance is the coordination of Santa Fe and Rock Island 
routes between Kansas City and the Gulf of Mexico. 

Santa Fe has been trying to establish permanent access 
to the St. Louis gateway since 1887. It first attempted to 
purchase the line of the St. Louis, Kansas City and Colorado 
Railroad which it improved and extended westward from 
St. Louis, but which it never completed. Such line of road, 
following a reorganization in 1895, ended up as a part of the 
Rock Island, and is now a part of the line over which Santa Fe 
seeks to operate. At the same time Santa Fe had stock con­
trol of the St. Louis-San Francisco Railway Company and 
served St. Louis by this means. This line was also lost in 
the bankruptcy of 1895. Santa Fe tried again to re-enter 
St. Louis in 1903 and again in 1907, but these plans were also 
abandoned. In 1912, another plan was developed which included 
the Wabash and the Burlington and was designed to improve the 
lines of all three. This plan was abandoned at the onset of 
the First World War. 

No other action was taken to enter St. Louis until after 
the Second World War when Santa Fe filed a joint application 
with Burlington proposing joint acquisition of the capital 
stock of the Kansas City, St. Louis & Chicago Railroad Company 
and of various trackage rights over other Missouri lines. 
This application was denied by the Commission in 1948. Santa Fe 
has considered merging with Missouri Pacific and with Frisco. 
Both of these companies would permit Santa Fe to enter St. Louis. 
Because of litigation over the stock of Missouri Pacific by 
stockholders, these discussions have been suspended. Mutually 
satisfactory terms were not achieved in discussions with the 
Frisco and these discussions are presently suspended. 

In August and September, 1965, Santa Fe entered into 
discussions with the Chicago & North Western, Union Pacific and 
the Southern Pacific. The result of these discussions is the 
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present agreement with North Western to purchase from it a 
portion of the already described Rock Island. 

There is no need to discuss in complete detail the 
evidence submitted by the Santa Fe in support of its purchase 
application simply because such proposal is entirely dependent 
upon the denied Chicago & North Western control application. 
With respect to the Santa Fe's request for inclusion, it 
further requests that the entire scope of evidence adduced in 
support of its purchase application also be considered as the 
evidence in support of its petition for inclusion. However, 
it is clearly apparent on its face and without any necessity 
for detailed reasoning that the results and issues and, of 
course, the supporting evidence in many areas will differ 
substantially between a Santa Fe purchase following a Chicago 
& North Western control as contrasted to a Santa Fe acquisition 
following a Union Pacific merger. Moreover, the distinction 
in the latter instance is further accentuated by the presence 
of the Southern Pacific purchase proposal in which Santa Fe 
seeks substitution. Certain evidence of the Santa Fe has 
already been discussed under Parts B and G, but otherwise, 
under the circumstances, it is not the duty of the examiner 
to seek out evidence presented in one proceeding which may 
be the evidence appropriately applicable to another proceeding. 
Nonetheless, the examiner has carefully sifted the Santa Fe 
evidence and will set forth in this section all such 
which is substantial and relevant to the essential elements--
of the inclusion appropriate, if any, in the considered pro­
ceedings. United States v. Pan-American Petroleum Corp, 304 
u.s. 156, 158, United States v. Pierce Auto Freight Lines, Inc., 
327 u.s. 515, and Alabama G.s. R. Co. v. United States, 340 
u.s. 216. 

In Santa Fe's view, there are two major factors which 
make it desirable for it to reach St. Louis and Memphis. One 
is the recent large economic growth in the southeastern 
section of the United States, creating a larger volume of 
traffic moving between that area and the west and southwest. 
Secondly, there have been, and probably will continue to be, 
major realignments of the rail systems east of the Mississippi . 
Such realignments, it reasons, result in fewer, but more 
powerful and influential carriers, each with larger volumes 
of traffic. Since these Eastern carriers do and will receive 
a larger share of the revenues if traffic moves through 
St. Louis rather than Chicago, Santa Fe foresees a shift of 
traffic volume from Chicago to St. Louis. Memphis, on the 
other hand, is a natural gateway between the Southeast and 
the West and Southwest, and, with increased traffic volume to 
and from the Southeast, that gateway will become more important. 
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Santa Fe maintains that its need to gain entry to these 
gateways is emphasized by the fact that Southern Pacific, the 
only other railroad operating over the southern trans­
continental route and through the Southwest, already has 
direct or single-system service to St. Louis, Memphis and 
New Orleans. In fact, Santa Fe is the only major railroad 
operating in the Southwest which does not serve one of these 
gateways, and it feels that it must reach St. Louis and 
Memphis to effectively compete with Southern Pacific for 
increased transcontinental traffic. In addition to this 
increased traffic, Santa Fe hopes that its new single-line 
service to these important gateways will encourage new 
shippers to locate facilities on its lines. 

Santa Fe's principal junctions or gateways on traffic to 
and from the Southeast are Kansas City, Oklahoma City, 
Ft. Worth, Dallas, Houston and Beaumont, with some of the 
more important gateways being as far west as Floydada, 
Sweetwater and Snyder, Tex. This situation limits Santa Fe's 
long-haul movement, even on traffic originating on its own 
lines, such as its large volume of potash. Similarly, Santa Fe 
shippers, later discussed, find that they are somewhat 
disadvantaged by the carrier's inability to protect them by 
taking independent action on rate adjustments. Extension of 
its lines to the Mississippi River gateways is expected to 
alleviate these disadvantages. 

Santa Fe anticipates that its entry into St. Louis and 
Memphis will also improve the car supply problem through the 
more efficient utilization of empty cars. One problem facing 
Santa Fe at present is that the bridge carriers from St. Louis 
and Memphis, receiving empties for movement to Santa Fe,- even 
a Santa Fe empty, will nevertheless load the cars if required 
by its own traffic demands, and most of such empties never 
reach Santa Fe. If Santa Fe reached those gateways, empties 
would be directly delivered to it, and there would not be the . 
present loss of use. Of course, the elimination of present 
interchanges would be a major time-saving benefit, as well as 
reducing damage and losses. 

Santa Fe in asserting its competitive disadvantage with 
respect to traffic to and from St. Louis makes a comparison 
of Southern Pacific's schedules to and from St. Louis with 
those of Santa Fe. Eastbound from Southern California to 
St. Louis, Southern Pacific's best schedule is 56 hours and 
30 minutes, which is over 14 hours shorter than that of any 
other route, departing Los Angeles at 7:00A.M., and arriving 
in East St. Louis at 3:30 P.M. on the third day. Santa Fe's 
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best schedules are in conjunction with Norfolk and Western and 
Frisco, but while departure times are comparable to Southern 
Pacific's schedule, these trains arrive at St. Louis, west of 
the Mississippi River, on the fourth morning. Santa Fe finds 
that its two-line eastbound service cannot compete with the 
single-system service of Southern Pacific. 

Westbound from St. Louis, the fastest schedules are 
Southern Pacific's single-system route, which takes 50 hours 
and 30 minutes, and the MoPac route, which is handled by 
Southern Pacific west of El Paso and takes 52 hours. Southern 
Pacific and MoPac originate their traffic at East St. Louis 
and have a direct interchange with the eastern carriers. 
Carriers such as Frisco and Norfolk and Western, which 
originate their traffic at St. Louis, on the west side of 
the Mississippi River, do not have the direct interchange 
but must undergo a time-consuming intermediate interchange 
via terminal railroads. For such reason, these carriers, 
Santa Fe contends, are not in a position to have competitive 
schedules, and this affects Santa Fe's westbound schedules, 
since its best routes are with Frisco and Norfolk and Western. 
Even though the transit times on these routes are only a few 
hours longer than those of Southern Pacific, Santa Fe's 
experience is that it is at a substantial competitive dis­
advantage by reason of the delay -caused by the intermediate 
interchange at St. Louis. Consequently, as in the case of 
eastbound traffic, Santa Fe's westbound schedules are not 
competitive with those of Southern Pacific. 

Santa Fe faces similar competitive disparity on its 
routes between Memphis and the West Coast. Memphis is served 
by Southern Pacific (Cotton Belt), Rock Island, MoPac, and 
Frisco. Frisco is the only carrier which is not heavily 
dependent upon Southern Pacific for the interchange of traffic 
via Memphis, and Santa Fe works closely with Frisco on Memphis 
traffic. Although the Southern Pacific westbound departure 
time is six hours later than that of Frisco, the Southern 
Pacific arrival time at Los Angeles is almost an hour and a 
half earlier than Santa Fe. In other words, Southern Pacific's 
transit time is almost seven and a half hours faster than that 
of Santa Fe. 

Santa Fe points out that it is less able, in conjunction 
with the Frisco, to meet the Southern Pacific schedule on 
eastbound traffic. Frisco operates only one eastbound train 
daily from Floydada, the interchange point with Santa Fe. 
This train must handle traffic for practically all destinations 
and junctions on Frisco's line, and the cars received from 
Santa Fe destined to or via Memphis are consolidated by Frisco 
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at Tulsa with other Memphis traffic from such points as 
Ft. Worth, Dallas, Enid and Oklahoma City. This results in 
a substantially slower eastbound schedule than it has west­
bound. 

Floydada also is not a convenient junction for the inter­
change of traffic between Santa Fe and Frisco. It is located . 
at the end of a branch line and must be reached via a circuitous 
route from Clovis, N. Mex., through Lubbock and Plainview, 
Tex. Because of the small volume of eastbound traffic to 
Memphis, Santa Fe operates only one daily train from Clovis to 
Floydada, on which is put all traffic arriving at Clovis from 
western points. Although the train from Clovis is coordinated 
with trains handling traffic originating in Southern California, 
the unsatisfactory location of Floydada and absence of a fast 
through schedule from Floydada to Memphis combine to place the 
Santa Fe-Frisco route at a serious competitive disadvantage 
to that of Southern Pacific. 

Santa Fe in an effort to improve its schedules to St. Louis 
arid Memphis, has attempted to establish schedules with MoPac 
at Kansas City and Sweetwater, Tex. It has also sought to 
improve the Kansas City interchange with Norfolk and Western. 
More recently, Santa Fe and Rock Island attempted to establish 
a competitive joint-line service to and from Memphis, with a 
connection at Amarillo. All of these attempts have proved 
unsuccessful. 

The Santa Fe concedes that some of the delay to both 
St. Louis and to Memphis occurs on its own line, but it cannot 
improve the matter since the schedules of its receiving 
eastern carriers are such that there is no benefit in Santa Fe 
arriving earlier than it now does. The situation would be 
rectified under Santa Fe's proposed control of the entire 
movement to St. Louis and Memphis. 

(2) Service Improvements and Other Benefits of Proposed 
Transaction 

Santa Fe proposes certain improvements in its schedules 
between Southern California, on the one hand, and St. Louis 
and Memphis, on the other. These schedules are based upon 
existing Santa Fe transcontinental service compared to the 
expedited service which would be available between Kansas 
City and St. Louis and between Amarillo and Memphis. 

Its fastest eastbound schedule between Los Angeles and 
St. Louis contemplates a train leaving at 7:00 a.m. PST, and 
arriving in St. Louis at 5:00 p.m. CST, on the third day. 
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This transit time of 56 hours is competitive with Southern 
Pacific's time of 56 hours and 30 minutes o For its fastest 
westbound schedule, Santa Fe proposes a departure at 9:00 
p.m. and arrival at Los Angeles at 11:00 p.m. on the .third 
day which, considering the time zone adjustments, is a 52 
hour schedule and is competitive with Southern Pacific's 
schedule of 50 hours and 30 minutes. 

Between Memphis and Los Angeles, Santa Fe proposes an 
eastbound transit time of 51 hours and 20 minutes and a 
westbound schedule of just under 49 hours. It expects that 
both of these will be competitive with Southern Pacific 
schedules. 

The proposed schedule improvements by Santa Fe are based 
upon the carrier being able to upgrade the Rock Island lines 
beDveen Kansas City and St. Louis and between Amarillo and 
Memphis to bring them up to Santa Fe operating standardso 
In such -connection, the agreement between North Western and 
Santa Fe contains a provision for an upgrading of the Kansas 
City-St. Louis line under a cost-sharing arrangement. 
Although the agreement is now inapplicable by reason of the 
denial of the North Western control application, it is 
apparent, as discussed in Part I, that Union Pacific has an 
interest similar to Santa Fe's in the upgrading of this 
segment of line. Thus, Santa Fe would in all probability be 
able to implement its proposed schedule improvements between 
Kansas City and St. Louis with trackage rights over the 
merged Union Pacific-Rock Island. 

Santa Fe estimates the cost of upgrading the Kansas City­
St. Louis segment to Santa Fe standards would be a little over 
$12.9 million. Half of this was to be borne by North Western 
under the agreement between the two carriers, and, if Union 
Pacific agrees to the same conditions, the cost to Santa Fe 
will be just over $6.6 million. Specifically, to upgrade the 
line between Kansas City and St. Louis, Santa Fe proposes 35 
miles of line change, installation of 278 miles of modified 
TCS, extension of sidings, installation of a modern communi­
cations system, and improvements toRI's St. Louis yard. 

With regard to the Memphis-Amarillo line, Santa Fe 
proposes 17.3 miles of line change, 5 curve reductions, 
installation of 268 miles of automatic block signals, 
numerous siding extensions, modern communications, enlarge­
ment of Rock Island's West Memphis yard, and improvements 
to Amarillo terminal, the improvements to be accomplished 
at a cost of approximately $6.6 million. Santa Fe points 
out that it is the only applicant in these proceedings that 
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proposes to fully upgrade and utilize the Rock Island's Memphis 
line, one of the shortest routes between that city and the 
West. 

Santa Fe's lines parallel the southern lines of Rock 
Island principally between Kansas City and Houston (as 
indicated on Map A, appended). Santa Fe proposes to con­
solidate through traffic on its existing line between Kansas 
City and For.t Worth and on Rock Island's line between Fort 
Worth and Houston, which would produce an annual savings of 
some 340,000 train~miles and 163,000 locomotive unit-miles. 
Traffic is principally southbound for both carriers, and it 
is anticipated that the savings in locomotive unit-miles 
could be gained through the more efficient return of power 
northward by the consolidated operation as compared to the 
existing situation faced by both Santa Fe and Rock Island. 

Santa Fe has a signaled main line extending between 
Brownwood, Tex., through Cresson, Tex . , to Fort Worth. 
There is a branch line extending between Cresson and Cleburne, 
Tex., and one between Cleburne and Dallas, Tex. Dallas 
traffic to and from Brownwood and lines west of Brownwood is 
handled in common with Fort Worth traffic in trains between 
Brownwood and Cresson and in separate trains between 
Cresson-Cleburne-Dallas. With the use of Rock Island ' s 
line between Dallas and Fort Worth, Santa Fe's Dallas and 
Fort Worth cars moving to and from Brownwood and the West 
would move in consolidated trains between Brownwood and 
Fort Worth. Scheduled train service would be eliminated 
between Cresson and Cleburne and reduced between Cleburne 
and Dallas, producing substantial train-mile savings o 

Operating economies and efficiencies can also be 
achieved by coordinating train service on other lines which 
operate in conjunction with the main north-south Santa Fe 
and Rock Island routes between Kansas City and Houston. For 
example, Santa Fe has a line of railroad extending between 
Kiowa, Kans., and Guthrie, Okla., which crosses Rock Island 
and Enid, Okla. Santa Fe trains operated over this line segment 
originate and terminate at Purcell, Oklao The principal 
business on the line is traffic to and from the major grain 
terminal.area of Enid and overhead traffic moving between 
Amarillo and points west thereof on the one hand and the 
Oklahoma City area on the other. With acquisition of Rock 

.. Island's southern lines, overhead traffic on the Kiowa-Guthrie 
line would largely disappear since it would then move via 
the Rock Island line between Amarillo and Oklahoma City. 
The Enid outbound grain traffic would flow south to the 
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Gulf ports over Rock Island's line through El Reno. As a 
result, local train service would be reduced on the Kiowa­
Guthrie-Purcell lin€ producing annual savings of approxi­
mately 77,000 train-miles without reducing adequate service 
to the local stations along the line. 

Rock Island's branch line extending between North Enid 
and Ponca City, Okla., connects with Santa Fe at Tonkawa, 
Okla. Enid and Ponca City are served by both Santa Fe and 
Rock Island. Under Santa Fe's proposal, changes in the 
movement of traffic would eliminate the need to route traffic 
between Enid and Ponca City over the Rock Island branch line. 
Ponca City traffic would move in and out over the Santa Fe's 
main l~ne to the north and south, or over its line between 
Ponca City and Blackwell, Okla. This would permit abandonment 
of 10 miles of Rock Island branch line between Ponca City and 
Tonkawa and result in an annual reduction of over 11,000 
local freight train-miles. 

Rock Island provides local freight train service between 
Herington and Salina, Kans., and Santa Fe provides local 
service between Emporia and Salina, Kans. Coordinated local 
service would be provided by operating Santa Fe local trains 
over Santa Fe's line between Emporia and Lost Springs, Kans., 
thence over Rock Island through Herington to Abilene and 
Salina, and permit abandonment of approximately 32 miles of 
Santa Fe branch line between Lost Springs and Abilene, Kans., 
and a reduction of nearly 30,000 freight train-miles annually. 

Rock Island has lines between Liberal, Kans., and 
Amarillo, Tex., and between MOrse and Wilco, Tex. The latter 
segment crosses Santa Fe at Etter, Tex. Santa Fe has trackage 
rights over Rock Island between MOrse and Etter. Santa Fe has 
a line extending from Las Animas, Colo., through Boise City, 
Okla., and Etter, Tex., to Amarillo and which crosses the 
Rock Island Golden State Route at Stratford, Tex. Santa Fe 
also has a line extending between Shattuck, Okla., and Morse, 
Tex. Santa Fe and Rock Island freight train service would be 
coordinated in this territory and produce annual savings of 
over 100,000 train-miles. 

In total, annual economies are estimated at about 
$1,000,000 as a result of these duplicate line coordinations. 

Among the principal common points involved in the 
acquisition of Rock Island's lines between Herington and 
Houston are Wichita, Oklahoma City, Fort Worth, Dallas, 
Amarillo and Enid. 
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Station activities at Wichita would be consolidated in 
existing Santa Fe facilities. Santa Fe's North Wichita yard 
would be used as the. principal train yard, while Rock Island's 
Cline yard will be a support and storage yard. One through 
freight train would be operated daily in each direction 
between Kansas City and Texas via the Rock Island south of 
Peabody, Kans., setting out and picking up at Cline yard. 
Consolidation of station activities would result in annual 
savings of $59,600. 

At Oklahoma City, Santa Fe's Nowers Yard is 3.5 miles 
north and 1 mile west of Rock Island's Harter Yard. Both 
yards are primarily industry yards. Santa Fe and Rock Island 
jointly own the Oklahoma City Junction Railway, a belt line 
serving local stock yards and other industry. Under Santa Fe's 
proposed operation, Santa Fe's Nowers yard will serve as the 
primary yard due to rerouting of north and south traffic to 
and from Oklahoma City over the Santa Fe. Harter yard will 
handle east and west traffic including the traffic to and 
from the West that now moves over Santa Fe via Kiowa and 
Guthrie, which would move over the Rock Island direct from 
Amarillo after consolidation. The offices and freight 
house would be combined in Santa Fe facilities and TOFC 
would be handled at Nowers yard. This consolidation will 
result in annual savings of $38,600. 

Santa Fe's 17th Street Yard and Rock Island's Peach 
Street Yard are the principal yards of the two companies at 
Fort Worth. They are about one mile apart and are connected 
by a Rock Island track. About 6 miles north, at Saginaw, 
Santa Fe has another yard which is primarily a grain yard. 
All three yards are about the same size. In ·addition, each 
company has a small industry yard. After acquisition, the 
principal freight route to Houston would be via the Rock 
Island line south of Fort Worth. Peach Street yard would 
become the principal yard with Saginaw yard serving as a grain 
yard and, when necessary, as an auxiliary train yard. 17th 
Street yard would be used as a storage and TOFC yard. New 
connections are planned at Saginaw and major improvements at 
Peach Street. Annual savings of $140,000 will result from a 
reduction of switch engine assignments and also from a 
reduction in station and yard forces. 

Santa Fe's principal yard at Dallas is in East Dallas 
where Frisco and L&A trains are also handled. Rock Island 
has two small yards, one on the west side of Dallas and the 
other near the Santa Fe East Dallas Yard. The basic functions 
of the three Dallas yards would remain the same. All freight 
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house activities would be handled in the Santa Fe's downtown 
freight house, and annual savings of $53,300 would result 
from a reduction in required positions. 

At Amarillo, traffic presently moving over Rock Island's 
lines between Amarillo and Liberal and between Amarillo and 
Sayre would be handled in Santa Fe's Amarillo yard. Consoli­
dation of freight train handling would permit the elimination of 
one yard engine assignment per day. In addition, Rock Island's 
passenger depot could be closed and freight station activities 
consolidated all of which would result in $119,600 in annual 
savings (Rock Island passenger service, of course, is no 
longer provided over this line thereby reducing the amount of 
savings potential). 

Santa Fe and Rock Island have separate yard facilities 
at Enid. Santa Fe proposes to consolidate the yard forces 
in Rock Island's North Enid yardo Enid, however, is a major 
grain terminal, and during the wheat harvest season the · 
yards of both roads are used to maximum capacity. Consequently, 
it would be necessary to retain both yards. Santa Fe's 
acquisition would result in some reduction of switching at 
Enid by eliminating the necessity of interchanging cars between 
the two roads. This, along with the coordination of the 
yards of both companies, would allow a reduction of one yard 
engine assignment per dayo Consolidation of station forces 
in the Santa Fe depot and yard forces in Rock Island's North 
Enid yard would permit the elimination of a number of positions. 
The total savings at Enid would be $86,800 annually. 

Savings from terminal coordinations are also expected at 
a number of other common points including Salina and Wellington, 
Kans., and Ponca City, Okla. Total savings from terminal 
coordinations -- all of which are related to Santa Fe's 
acquisition of Rock Island's lines between Herington and 
Houston -- amount to almost $1,000,000 annually. 

In order to achieve the operating economies and efficien­
cies and also to improve service in the territory served by 
Rock Island's lines between .Kansas City and the Gulf, Santa Fe 
proposes to make a substantial investment in improving and 
constructing physical properties. The total cost related to 
the north-south lines is estimated at $1,925,000 of which 
$1,719,000 represents capital investment. 

Santa Fe acquisition of Rock Island's lines between I~nsas 
and the Gulf would produce service improvements for traffic 
moving to, from and within the Southwest. For example, the 
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· best available Santa Fe freight schedule from Chicago to 
Dallas at the time of hearings was 29 hours. A schedule of 
24 hours would be possible under Santa Fe's proposals. 
From Chicago to Houston, a one-hour improvement over present 
schedules is proposed. From Chicago to Beaumont, Tex., a 
four-hour improvement will be possible. Savings of four 
hours are also projected from Kansas City to Dallas and 
Beaumont and one hour from Kansas City to Houston. The 
existing Santa Fe schedules were those in effect at the time 
of hearings. Improvements in those schedules were then con­
templated, and the same reductions in transit time possible 
under Santa Fe's proposals for use of Rock Island's southern 
lines would be put into effect regardless of the contemplated 
improvements in Santa Fe's own schedules. 

Substantial improvements in existing schedules between 
these points are also projected for northbound traffic. From 
Beaumont to Kansas City, a saving of 15 hours and 30 minutes 
would be possible. From Beaumont to Chicago, there would be 
a saving of one full day. From Houston to Kansas City, the 
best available schedule would be reduced by 10 hours and 
from Houston to Chicago by 10 hours and 30 minutes. From 
Dallas to Kansas City, Santa Fe acquisition would produce a 
savings of 5 hours and 45 minutes and from Dallas to Chicago 
a savings of 14 hours and 45 minutes. From Fort Worth to 
Kansas City, a reduction of 6 hours and 10 minutes over the 
best available schedule would result under Santa Fe's proposals, 
and to Chicago there would be a reduction of 6 hours and 40 
minutes. 

The savings figures stated above for each specific route 
were included in order ·to facilitate a breakdown of the 
various lines to be acquired by Santa Fe under its proposal. 

With respect to freight car supply and utilization, 
Santa Fe notes that in terms of tonnage, grain traffic is the 
most important commodity handled by both Rock Island and 
Santa Fe. Santa Fe has maintained and expanded its fleet of 
cars suitable for carrying grain: as of April, 1966, for 
example, the aggregate capacity of such cars owned or on 
order totaled nearly 1.5 million tons. At the end of 1966, 
Santa Fe's covered hopper car fleet totaled over 12,800 cars, 
the largest fleet of such cars in service for class I 
railroads in the United States. Santa Fe acquisition of the 
southern lines of Rock Island would make Santa Fe's grain 
car fleet available to grain shippers and receivers on Rock 
Island lines in the grain territory served by Rock Islandwith 
better utilization of the equipment through reduced inter­
changes and reduction of empty car mileage and time as a 
result. 
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(3) Supporting Shipper Witnesses 

The shipper and public witnesses who presented evidence 
on behalf of the Santa Fe for all practical purposes support 
the carrier's proposed east-west operations to and from the 
Memphis and St. Louis gateways. The shippers, discussed 
individually below, are each substantial users of rail trans­
portation. The commodities involved are agricultural products, 
potash, fertilizers, metal ores, metal products, fabrics, 
newsprint, _furniture, lumber and products, lighting fixtures, 
bicycles, pipe, ship joiner work and fittings, stone, and 
household goods and are shipped between points from coast to 
coast. 

Extension of Santa Fe's lines to Memphis is of great 
interest to most of the shippers, some of which expressed 
dissatisfaction with existing service via that gateway 
in terms of delays incident to interchanges west of Memphis. 
Others have been unable to obtain an adequate supply of cars __ 
where they must depend on multiple line routes. Purchase by 
Santa Fe of Rock Island lines would give several of these 
shippers a needed flexibility of routing, particularly in the 
Southwest, where the shippers have plants located at points 
on the Santa Fe and at other points served by Rock Island. 

Almost half of the shippers support Santa Fe's entry 
into St. Louis. With respect to either or both Memphis and 
St. Louis, the shippers have concluded that their own operations 
would benefit greatly from the new single-line service which 
would be made available because of the resulting faster and 
more reliable service which would be available from one carrier 
over a greater length of haul. Several witnesses are vitally 
interested in the maintenance and improvement of the Memphis 
line as a main transcontinental route, as assured by Santa Fe, 
and as opposed to Southern Pacific's proposed operation of 
the line as a secondary route. Finally, many of the shippers 

· have expressed confidence that extension of the Santa Fe system 
wou-ld place the carrier in a more competitive position 
vis-a-vis Southern Pacific. 

A producer of potash has its potash producing facility at 
Carlsbad, N. Mex., and it is served exclusively by Santa Fe. 
In 1965, it shipped over 16,000 rail carloads of potash, 70 
percent of which moved to the South, Southeast and Ohio River 
Valley. · For all practical purposes, the shipper is dependent 
upon rail transportation. The need for potash is seasonal with 
the need for fertilizers, and the heavy loading season produces 
an occasional short supply of hopper cars. Therefore, the 
shipper maintains its own fleet of leased cars. It is essential 
that the shipper has available carrier services which provide 
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prompt and orderly turn-arounds of cars so that the inbound 
supply of empties meshes with production schedules, especially 
since the producer's storage facilities may not always be 
adequate. The company is confident that the proposed single-­
line services of the Santa Fe will meet the shipper's need 
for improved time in transit and also car tracing to enable 
the company to be constantly aware of the location of its 
equipment. 

Present joint-line service to the Memphis and St. Louis 
gateways is not adequa_te for the shipper's needs and demands 
of its- customers for prompt, reliable rail transit time. The 
single-line service will eliminate delivery delays which 
disrupt customers' production schedules during seasonal peaks, 
and also eliminate the bunching of cars at destination which 
results in an overtaxing of storage facilities. The faster 
service will also help in meeting the emergency requirements 
of the customers and eliminate the necessity of sending cars 
out to diversion points near market areas in order to meet 
these extraordinary situations. 

A grain storage, milling and merchandising company 
engages principally in storing and loading grain for export 
through Gulf and West Coast ports. It has nine storage 
facilities in Texas; the principal ones at Tulia, with a 
capacity of over 16 million bushels, and served by Santa Fe, 
and at Holden, with a capacity of over 18 million bushels, 
and served by Rock Island and FW&D. Its headquarters, at 
Plainview, is served by Santa Fe -and FW&D. Santa Fe also 
serves facilities at Kress and Kings Mill, while FW&D serves 
Electra and Childress. Up to 1966, 90 percent of its shipments 
moved through Gulf ports; however, since then there has been 
a "tremendous" movement to the Pacific Coast ports. 

The storage elevators are located at concentration points 
for grain in order for the shipper to gather, store and move 
grain into the ports for export, utilizing rail transit 
privileges and preserving a single-line export rate from 
origin point to the port whenever possible. Santa Fe is the 
shipper's principal gathering rail carrier, with FW&D second 
and Rock Island a distant third. Since Santa Fe does not 
serve the Holden facility, the shipper is restricted in its 
use of the carrier as a gathering line. Santa Fe grain stored 
at Holden and eventually exported is subject to the domestic 
rate which is at least 4~ cents per hundredweight higher than 
the export rate. Acquisition by Santa Fe of Rock Island's 
Fort Worth-Houston line, on which Holder is located would be 
of dual benefit to the company. It would enable the company 
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to utilize Santa Fe's large gathering service in conjunction 
with the Holden facility and would also open the large Tulia 
facility to Rock Island's gathering lines for eventual export 
through the Gulf ports. The consolidation of trackage of 
Santa Fe and Rock Island would give the company increased 
flexibility from the concentration of gathering lines within 
the service of a single carrier serving both of its principal 
storage facilities. 

A Missouri farmers' association, headquartered at 
Columbia, Mo., principally supports the Santa Fe's proposed 
acquisition of trackage rights over that portion of the 
Rock Island line between Kansas City and St. Louis. The 
association, representing 152,000 members, is here concerned 
with its manufacture and distribution of fertilizer products, 
the transportation of which is dependent upon rail service. 
The association has located on the considered Rock Island 
line, a major fertilizer plant at Maryland Heights, Mo., and 
smaller blending plants at Cole Camp, Eldon, Freeburg, Owens­
ville, and Windsor, Mo. All such facilities receive substantial 
quantities of potash from Carlsbad, N. Mex., and shipments of-· 
ammonium nitrate from Laurence, Kans. Anhydrous ammonia ship­
~ents and various liquid fertilizer solutions in tank cars 
move from Lawrence to Maryland Heights and also seasonal move­
ments of anhydrous ammonia to Freeburg, Owensville and Windsor. 
~~vements of the foregoing commodities and those originated by 
the Santa Fe constitute a majority of the association's traffic 
in the Missouri area which exceeds 1,600 carloads per year. 

The association's manufacture and distribution of 
fertilizer is extremely sensitive to seasonal planting periods 
and the marketing of fertilizer is highly competitive. A 

farmer who needs his soil nutrients at a definite time will 
go elsewhere for his -needs, including association members, 
if the association cannot meet the necessary delivery date. 
Accordingly, it is necessary that the association anticipates 
as closely as possible the demands of its customers and that 
it supply the fertilizers, packaged or in bulk, precisely 
timed to meet planting schedules. In turn, the success of the 
association's operations is dependent upon a consistent, 
reliable, and orderly transportation of component materials to 
its blending and manufacturing plants. In such respect, the 
association further points out that it has limited storage 
facilities and a commodity such as potash moves in great 
quantities into and out of its facilities in a short span of 
time. 

The total scope of transportation services being provided 
by the Rock Island in its local Missouri operations as well as 
its participation in the joint-line movement of potash which 
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originates at Carlsbad for delivery at Maryland Heights, are 
so unresponsive to the association's needs as to be costly 
to its production and marketing proceedingso Primarily the 
association finds that the too few schedules operated by the 
Rock Island produces an uncertainty in local service, delays 

. in deliveries, and an overloading of trains, the latter, in 
turn, bunches cars at destination and adversely affects the 
association's operations. From its own experience, the 
association has learned that service to its facilities located 
on the Rock Island line between Kansas City and St. Louis 
normally takes one to two days longer to effectuate delivery 
than the service it receives to its Missouri plants located 
on other rail lines. 

Presently, the Santa Fe originates the association's 
potash traffic from Carlsbad and the ammonium nitrate move­
ments from Lawrence. Following the proposed unification, 
the association is confident that it will receive a faster 
and more reliable service, saving on movements from Carlsbad 
at least one to two days over present deliveries. It also 
anticipates that the Santa Fe single-line operations will 
afford a closer relationship with the Santa Fe so as to make 
readily available a tracing of the progress of inbound ship­
ments from origin to destination. With respect to its 
previously described local movements from and to Missouri 
points, the association expects to receive a greatly improved 
service from the strong and reliable Santa Fe. 

A plywood company headquartered in Vancouver, Wash., 
the third largest plywood sheathing producer in the country, 
has a pre-finishing plant for hardwood plywood at Vancouver, 
principal plants at Albany and Grants Pass, Oreg., a jointly 
owned mill in Missoula, Mont., and mills in Oakdale and 
Flgrien, La. The Grants Pass facility is served by Southern 
Pacific, and the Albany plant is served jointly by Southern 
Pacific and, through reciprocal switching, the Oregon Electric 
Railway. The Vancouver plant is served by the lines of SP&S, 
and the Missoula. mill is served by the former Northern Pacific 
and the Milwaukee. The Oakdale mill is served by Santa Fe and 
MoPac, and the Florien mill by Kansas City Southern. 

The company is highly dependent on rail transportation, 
using motor carriage and water transportation to a very limited 
extent. In 1965, rail shipments totaled approximately 9,000 
carloads. The con~any has experienced a steady growth and 
foresees no change in its use of rail transportation. 
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Products of its western mills and nearly all the products 
of its southern mills are shipped into the southeastern and 
south-central regions of the United States. The shipper's 
most vital concern lies with the supply of rail cars in the 
Northwest and the South. Although Southern Pacific has 
endeavored to furnish an adequate supply, the shipper has 
found it necessary to solicit additional cars from railroads 
not serving northwest origins. Santa Fe, for example, has 
assisted the shipper in many instances. The shipper anticipates 
that Santa Fe's acquisition of Rock Island's Memphis line 
will place Santa Fe in a better position to help the shipper 
meet his equipment needs. Further, the acquisition of Rock 
Island lines in Arkansas, Louisiana and Texas would concentrate 
the gathering area for empty cars among fewer carriers in this 
region and improve rail service to southeastern and Ohio Valley 
markets through both the St. Louis and Memphis gateways. 

The shipper utilizes all three east-west corridors and 
allocates traffic among the various corridor carriers, a 
policy which would continue after Santa Fe's acquisition. 
Santa Fe presently participates in about 10 percent of the 
company's traffic. The shipper has few complaints about 
existing service other than car -supply, and beyond this, 
supports Santa Fe's proposed acquisition on the grounds that 
elimination of the carrier's eastern interchanges would 
improve its service and make available a more competitive 
service through the southern corridor. 

A statewide farmers cooperative, located in LaVergne, Tenn., 
maintains stores and warehouses throughout the State and 
supplie-s Tennessee farmers with all commodities used in agricul­
ture. The major item marketed by the cooperative is fertilizer, 
produced at plants at LaVergne, Halls and Tenco, Tenn., and 
Sheffield, Ala. A major commodity used in producing fertilizer 
is potash, nearly all received from the Carlsbad, N. Mex., area. 
Although the potash is ordered through a Chicago buying organi­
zation, the cooperative controls the routings. Delivery 
schedules are highly sensitive to customer demands. The 
inbound supply moves exclusively by rail and exceeded 800 
carloads in 1965. 

Fertilizer production by the shipper is at its peak in 
the spring when 75 percent of the annual production occurs, 
and at such time the inbound rail shipments of potash have 
resulted in rail car bunching because storage facilities 
are inadequate to handle the volume. However, production 
problems have also been encountered during peak seasons delays 
in rail deliveries. It is necessary therefore to have an 
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efficient and orderly flow of rail deliveries. The shipper supports Santa Fe's acquisition of Rock Island's Memphis line expecting that the carrier would provide a reliable, expeditious single-line service from Carlsbad through the elimination of intermediate interchange and through improved car tracing and turnaround of specialized potash equipment. Any downgrading of Rock Island's Amarillo-Memphis line would be of considerable concern to the shipper as it presently constitutes one of its service routes for potash. 

A company which manufactures lighting fixtures and is l ocated in Conyers, Ga., on the Georgia Railroad, ships about 3,500 carloads a year throughout the United States. Its interest in Santa Fe's acquisition of the southern portion of Rock Island concerns its traffic moving to western trunkline and transcontinental destinations via Memphis. The company generally routes California-bound traffic over Southern Railway to Memphis and the Cotton Belt and Southern Pacific or via Seaboard (now SCL) to Birmingham and then Frisco, QA&P to Floydada, Tex., and Santa Fe to the west coast. Traffic from Memphis also moves via the MOPac system to El Paso, thence Southern Pacific. Rock Island is not used from Memphis or St. Louis. Most California and Colorado shipments terminate on Santa Fe. 

The company's shipments move directly to customers or public warehouses, with routing controlled by the company. Time in transit is important to customers, and, on shipments to the West, the company often uses its own trucks for faster service. If Santa Fe acquires Rock Island's southern lines, the company will use the single-line service available to the west coast, via both Memphis and St. Louis (the latter point if service to Kansas City is equal in quality to the best now available), as well as using the line from Memphis to Rock Island points in Oklahoma and Colorado. 

The company feels that present interchanges can cause a delay averaging one day and also is the main cause of car shortages. Additionally, the company favors the new single­line competition that Santa Fe would offer Southern Pacific from Memphis. It points out, however, that existing service is satisfactory, and, as long as it continues to be so, the company will continue to use those routes. 

A manufacturing company, with main offices at Lawrenceburg, Tenn., is the largest manufacturer of bicycles in the western hemisphere and a substantial manufacturer of other types of children's wheel toys. Its annual sales are in excess of $50 million and it has a production capacity for bicycles alone of 6,000 per day. Its traffic volume to points through­out the United States is 2,600 carloads per year. 

- 703 -



F.D. No. 22688 

While motor carriers are utilized for short hauls of 
inbound steel shipments from the Birmingham area, the 
company uses rail service almost entirely for its outbound 
shipments, since its product is bulky and motor carriers 
are not capable of carrying it as feasibly or economically 
as are rail carriers. An exception occurs during the pre­
Christmas period when customers seek faster delivery and are 
willing to pay the higher truck rates, generally 20 percent 
above the minimum rail rate. 

Generally, the company uses the southern route on 
traffic moving from Tennessee to Central California. Sixty 
percent of its westbound traffic moves via the Sto Louis 
gateway; 30 to 35 percent moves via Memphis and the 
remainder moves via New Orleans. The destination generally 
governs the routing. For instance, traffic destined for 
Southern Pacific points generally moves through New Orleans. 
A substantial portion of traffic destined for ultimate 
line-haul on Santa Fe moves via Sto Louis • . Consignees govern 
about one-half of the routingso Some larger accounts prefer 
the St. Louis gateway. On the other hand, at the Christmas 
rush season, the shorter Memphis route is utilized. Two 
major factors governing its large use of the Sto Louis gateway 
are the desire of its local carrier, Louisville and Nashville, 
to secure the longer haul through St. Louis and the availability 
of the transloading station near Kansas City. This latter 
factor is important, since half of its shipments are transloaded. 
Subject to the above service and destination considerations, 
where the company routes the traffic, it follows an allocation 
policy based on a rough yearly average for the carriers it 
utilizeso 

The company is aware of the progressive influence of 
competition and supports unifications that would strengthen 
the rail industry and competition among rail carrierso 
Although the company has few complaints on existing service, 
it supports the Santa Fe proposal to acquire the southern 
portion of Rock Island and trackage rights from Kansas City 
to Sto Louis because it would result in a second single-line 
service between the West Coast and the three Mississippi 
River gateways. The company would route as much traffic as 
possible via Santa Fe's new single-line routes, and is vitally 
interested in the continued maintenance of Rock Island's 
Amarillo-Memphis line as a service routeo 

A manufacturer and processor of paper products, with 
plants located at Calhoun, Tenno, and Catawba, So Co, 
principally supports Santa Fe's proposed operations over the 
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Amarillo-Memphis line. One of the shipper's major commodities 
is newsprint, for which its second most important market is 
the Southwestern Territory and the area extending beyond into 
the States of Colorado, New Mexico and Arizona. In 1965, 
Santa Fe participated in 350 carloads of these shipments. 

Newsprint is shipped directly to the customer, and therefore 
the company has hundreds of destinations in the described areas. 
Because of intense market competition, transportation ranks 
second only to quality control of the product for the shipper. 
Most of this traffic moves by rail because of the favorable 
rate structure from the company's plants to these areas. 
Further, the railroads have provided quality shock-control 
equipment minimizing damage on high-volume newsprint shipments, 
and the development of piggyback service has enabled the 
company to efficiently ship low-volume shipments without the 
risk of damage during reloading en route. The railroads have 
also afforded reliable service to meet ·customer needs and 
expedited service to meet emergency requirements. The company 
states that all of the western carriers have cooperated with 
respect to these needs. 

The shipper supports Santa Fe because the carrier assured 
the shipper that the Rock Island's Memphis line would be 
modernized and upgraded, and, in the shipper's own view, 
because the acquisition of the line by Santa Fe would provide 
the shipper with another direct transcontinental line, com­
petition would increase for the Southern Pacific principally 
and also for the other carriers serving the area west of 
Memphis, resulting in improved service and rate considerations 
for the shipper. Although the company will continue to use 
all railroads in its market areas, it anticipates an increase 
in the traffic over Santa Fe via the (former) Rock Island 
Memphis line. 

A manufacturer of apparel and consumer and industrial 
fabrics, with general offices located at West Point, Ga., is 
the fourth largest cotton textile manufacturer in the country, 
has 21 plants and sales in excess of $350 million (as of the 
fiscal year ending August 27, 1966). The shipments that 
relate to its appearance in this proceeding are those bound 
for the West Coast after consolidation at Fairfax, Ala., from 
plants located at five Alabama points and one each in South 
Carolina and Georgia. The Alabama plants are all on the 
Chattahoochee Valley Railway, a 28-mile long road owned by 
the company and running between West Point and Bleeker, Ala. 
Although rail transportation is utilized for only 30 percent 
of total shipments to all points in the United States, rail 
movements predominate on shipments to the West Coast. 
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The shipper controls the routing on the cars containing 
shipments consolidated as above describedo Shipments to the 
West Coast are routed via southern corridor carriers. Many 
cars require transloading. Because the shipper must make 
deliveries directly to customers or to their distribution 
warehouses, in either case with inventories ·under strict 
control, the shipper's products are not frequently stored 
for any appreciable length of time at destination. Railroads 
furnish the most desirable service for these shipments to 
the West Coast from the standpoint of rates, customer needs, 
traffic volume, and meeting foreign competition in textiles 
on the West Coast. Volume rates and the use of westbound 
(i.e . , returning) refrigerator cars make the service 
attractive. In 1965, nearly 300 actual carloads were shipped 
to Los Angeles and other western destinations in this manner. 

The most important West Coast distribution point for 
the shipper's products is a warehouse situated on the 
Santa Fe at Los Angeles. The shipper's needs for expedited 
and reliable service are being met by the Santa Feo The 
switching delays incurred on other carriers' operations 
would be of substantial detriment to the customer. Santa Fe 
entry into Memphis would be of considerable assistance to 
the shipper in improving upon the already reliable and 
expeditious overall movement to the West Coast through 
elimination of Santa Fe's present interchanges with carriers 
west of Memphiso 

A company engaged in the manufacture and marketing of 
cast iron pipe and welded steel pipe operates its plant 
in Birmingham, Ala., and is served by the Southern Railway, 
the Louisville & Nashville and the Birmingham Belt Railway. 
Approximately 25 percent of its production is of the welded 
steel pipe, which is used by oil and gas transmission lines 
in the Southeast and Southwest. 

In the production of the steel pipe, the company often 
uses skelp, which is a coil plate or sheet. Much of the 
skelp is obtained from mills in Ohio and Pennsylvania and 
fabricated into the pipe at Birmingham under transit 
privileges, which are offered by carriers serving the transit 
pointo This transit privilege is essential to the 
company's ability to compete with other pipe fabricators, 
particularly in the southwestern part of the countryo 

Although many welded steel pipe shipments are destined 
for Santa Fe points, the Santa Fe is not utilized because it 
does not participate in routing tariffs which provide for 
transit on shipments moving through the Memphis gateway. 
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The shipper has been assured by Santa Fe that open routes via Memphis would be maintained, including those 
presently available to Rock Island points on the Memphis 
line and south thereof; routes would be · opened to Santa 
Fe points in the same area; and the carrier would use its efforts to make transit privileges available to the shipper for shipments moving over these routes. Thus, the shipper would be enabled to compete more effectively with other 
producers of welded steel pipe sold in the southwestern 
market. 

A wholesaler of house furnishings has offices located at Burlingame, Calif., and 29 warehouses in 14 of the States west of the Mississippi River. It relies primarily on rail transportation because of the physical nature of its products. ·· It receives approximately 3, 800 rail carloads annually and 
incurs an annual freight bill of about $3 million, 95 percent of which is for rail transportation. It receives a sub­
stantial portion of its shipments from points east of the Mississippi, moving in carload lots to the warehouses. 

Single-line service is important to the company in 
eliminating delays en route. The delays are directly pro­portionate to the number of railroad interchanges involved and are further increased by s~'litching and terminal carriers. An important example cited by the company is its Wichita warehouse, which is located on the Rock Island line to Houston. Traffic moving by Santa Fe line haul through Wichita 
encounters a delay when it is switched to and/or from Rock Island for movement to the warehouse. Since the company 
receives a stopover privilege from Santa Fe, it continues to utilize Santa Fe through the area but would benefit greatly in time saved if Santa Fe were to acquire the southern portion of Rock Island. 

Due to the wide area from 't'lhich it receives goods, the company would generally prefer that those carriers serving ··its warehouses reach as many gateways as possible. The 
company attempts to give the delivering carrier the largest possible haul. Santa Fe participates in approximately one~ third of the company's shipments, the majority of which reach Santa Fe at Kansas City. The company feels that it 
would benefit greatly from Santa Fevs reaching the St. Louis and Memphis gateways, thus eliminating the intermediate 
carriers presently utilized, and extending the carrier's influence on rate and service matters over a longer route. 

A cotton merchandiser, with general offices in 
Hallettsville, Tex., ships cotton from points in California 
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and Arizona to several mills in the southeastern States. 
A substantial number of the origin points are located on 
Santa Fe lines. The shipper's main interest in supporting 
Santa Fe's application is the extension of its line to the 
Memphis gateway. In 1966, the company shipped approxi mately 
800 carloads through that gateway. 

Rail transportation is the only feasible mode of trans­
porting the shipper's cotton because of volume, distance and 
rates. Its business ·operations depend upon its ability to 
supply the mills' requirements at a satisfactory cost, 
eliminating the need for the mills to do their own purchasing, 
storage and transporting of the commodity. To meet these 
requirements, the shipper must furnish the cotton on an 
orderly basis within a designated two-week delivery period. 
Inconsistency in rail transit time has already resulted in 
the mills' establishing consolidated warehouses to allow 
storage when inbound rail cars are bunched. The shipper 
anticipates that the creation of the Santa Fe single-line 
service to the Memphis gateway will alleviate this problem. 

In its past dealings with Santa Fe, the company has 
received excellent cooperation in rate matters. It feels 
that the presence of Santa Fe at Memphis will have a 
beneficial influence on such matters both on rates west 
of Memphis and on rates to the Southeast. Further, the 
company expects the additional competition at Memphis by 
a carrier equal in strength to Southern Pacific will result 
in quicker and more reliable service on cotton shipments to 
the Southeast. 

A miller and distributor of alfalfa meal and meal pellets 
has its mill at Big Bend, Colo., on the Santa Fe. It recently 
opened a pet food plant in St. Louis. Its major markets for 
alfalfa products are Florida, Mississippi, Louisiana, and 
Texas, and its support for Santa Fe's application relates to 
markets throughout the Southeast, especially the Florida 
market to which it ships approximately 7,000 tons of alfalfa 
meal annually. 

It generally routes its Florida-bound traffic from its 
plant to Kansas City via Santa Fe, then to Birmingham via 
Frisco and then to the Florida destinations, usually by 
Seaboard Coast Line. The shipper anticipates that an 
extension of Santa Fe operations to Memphis will afford a 
consistent, reliable, expedited transit time as required by 
its customers and that a stronger Santa Fe influence in the 
area of rate negotiations will enable it to meet Michigan and 
Ohio competition which trucks the products into Florida. 
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Santa Fe's extension to Memphis will benefit the 
shipper on its shipments to Mississippi and Louisiana by 
eliminating interchanges and their related delays from the 
routing, resulting in speedier and more reliable transit time. 

The St. Louis pet food plant is small, with limited 
storage facilities. Since 90 percent of its raw materials 
come from the Colorado mill, the company needs fast, reliable 
service. If Santa Fe acquires trackage rights from Kansas 
City to St. Louis, the delays of interchanges with inter­
mediate carriers would be eliminated to the benefit of the 
company. 

A transportation consultant, retained as traffic manager 
or director of transportation by shippers with plant sites in Virginia, Georgia and North Carolina, finds that his clients 
receive satisfactory service from Santa Fe and they wish to 
see its lines extended to the Memphis and St. Louis gateways. 
These clients make substantial numbers of shipments by rail 
from the Southeast to points west of the Mississippi River. 
The expected benefits from the extended-single-line service 
would be the elimination of interchange delays, more dependable 
service and improved car supply. 

One such shipper manufactures dining room and bedroom 
furniture at Roanoke, Va., served locally by Norfolk & Western. A large number of shipments are routed via Norfolk & Western 
to Chicago or, via Decatur, Ill., to Kansas City; however, 
the carrier's service east of Decatur is unsatisfactory. 
Approval of Santa Fe's application for purchase of Rock Island 
south and acquisition of trackage rights between Kansas City 
and St. Louis would allow the shipper to interchange with 
Santa Fe at St. Louis rather than Kansas City and would provide 
single-line service from St. Louis, through ~nsas City, to 
Rock Island and Santa Fe points in the southwestern area. 
Also the company would receive the same excellent Santa Fe 
service from St. Louis as it now receives from Kansas City and 
Chicago. In addition, Santa Fe has a large number of load 
divider cars moving east with canned goods, and the company 
would like to utilize some of the equipment on the return 
movement through St. Louis, with Santa Fe receiving its long 
haul in return for furnishing the equipment. 

The consultant also represents two plants manufacturing 
ship joiner work apd fittings, including staterooms, kitchens, etc. These manufacturers, divisions of a New York-based 
concern, have plants in Waynesboro, Va., and Royston, Ga., 
and ship to various shipyards, including San Diego, which 
Santa Fe serves. The Waynesboro plant is served by Chesapeake & Ohio and Norfolk & Western. As many as 200 carloads have 
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moved from this plant in one year, with a large portion 

terminating at San Diego. These shipments require reliable 

rail service and must arrive prior to the time the materials 

are scheduled to be fitted into the vessels. The San Diego 

shipments are delivered by Santa Fe, after being switched 

at Kansas City from N&W or at Chicago from C&O. If Santa Fe 

extends its service to St. Louis, the Santa Fe portion of the 

haul will be extended from Kansas City to St. Louis, thereby 

affording the company a choice of dependable two-line Santa Fe 

service via C&O to Chicago or via N&W to St. Louis. The 

Waynesboro plant is especially interested in Santa Fe since 

that carrier assigns equipment to the plant and has been 

receptive to rate requests where other western carriers have 

not. 

The Royston plant, which began shipping in 1966, is 

located on a Southern Railway line. To meet the increased 

demands of the San Diego shipyard, it would be highly 

desirable to have a dependable two-line service provided by 

Southern to Memphis and Santa Fe from Memphis to San Diego, 

as opposed to existing multiple-line service. 

A third concern represented by the traffic consultant 

produces crushed granite, billed as crushed stone, for use 

in exposed aggregate, which is mixed into concrete for 

surfacing of buildings. This company has plants at Staley, 

N.C., served by Southern, and at Blue Ridge, Ga., served by 

Louisville & Nashville. The use for this product is growing 

rapidly, and the company would benefit greatly from the two­

line service to southwestern and transcontinental points that 

will be created by Santa Fe's extension of its line to Memphis, 

the gateway presently utilized by the shippers. 

A cotton marketing cooperative, with headquarters in 

Lubbock, Tex., has a membership including 239 cooperative gin 

associations and some 25,000 cotton producers. It is engaged 

in the compressing and marketing of cotton grown in Texas and 

Oklahoma for sale to mills located in the Southeast as well 

as to export markets. Shipments to mills are exclusively rail 

hauls. For the year ending July 31, 1966, the association 

shipped approximately 360,000 bales or approximately 3,000 rail 

carloads, two-thirds of this moving to Galveston, Tex., for 

export, and the remainder moving to the Southeast, except a 

small portion destined for Canada. 

The cotton is gathered at concentration points, from 

which shipments of cotton in lots assembled by grade or 
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type can be made and from which reasonably good rail service 
is available. There are concentration points located at 
Lubbock, Plainview, Sweetwater and Corpus Christi, Tex., and 
Altus, Okla., all served by Santa Fe except Corpus Christi. 
Also, T&P serves Sweetwater; Frisco and Katy serve Altus; and 
FW&D serves Lubbock and Plainview. The Corpus Christi facility 

.is served by SP, MoPac and The Texas Mexican Railway Company. 
The only single-line service to the Southeast is provided by 
Frisco between Altus and Alabama points, and this is much 
superior to the circuitous Santa Fe-Rock Island service between 
those points via either Sweetwater or Oklahoma City and Memphis. 
Santa Fe presently provides excellent single-line service to 
Galveston, as does FW&D, and the association desires similar 
service via Memphis and thus supports Santa Fe's application. 

In the domestic shipment of cotton, consistency of 
service is a more important consideration than speed. When 
a quantity of cotton is selected for shipment against a 
particular contract, it is scheduled for shipment and delivery 
to that destination at a particular time according to the 
terms of the sale. The association has computerized its 
shipping procedures, and it is necessary that the data pro­
cessing machines receive precise information as to routes and 
rail transit time so that scheduling may be done on an orderly 
basis, hence the need for reliable and consistent service. 
The association's experience with respect to southeastern 
markets has shown this to be accomplished most readily by 
using routes involving fewer interchanges. 

This association does its own routing on lines west of 
the Mississippi Rivert although it does honor customer­
requested routings on routes east of the Mississippi. The 
association has an allocation policy, and, although it may 
shift certain traffic to Santa Fe's extended line to Memphis, 
it intends to shift other traffic to carriers who will suffer 
the diversion. 

The association supports Santa Fe's application rather 
than Southern Pacific's because the latter system already 
serves two Mississippi River gateways, one of which is 
Memphis. There is little incentive for Southern Pacific to 
upgrade and improve the Rock Island line to Hemphis; whereas 
Santa Fe has expressed an intention to do so. Since Santa Fe 
serves four of the association's concentration points, it will 
be beneficial to the association to have that line improved 
and maintained for good service. 

A company which consolidates household goods shipments 
moving to and from foreign points is located in Richmond, Calif. 
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Host of its operations are in connection with government employees and their families. The company uses containzriza ~ tion for the shipments, and in 1965, moved over 1,000 rail carloads of these containers to and from points in 42 States _ and the District of Columbia. Practically all of the con­tainer shipments are consolidated into carloads and routed by the company so as to take advantage of stopoff and trans­loading privileges in order to accommodate the multitude of origins and destinations involved. 

While the use of containers has almost eliminated the damage factor, it does require specialized rail services and facilities at the major import location, Richmond. Further, it requires an adequate -availability of 50-foot wide-door box cars. Also, it requires reliable service, particularly with respect to stopoffs and transloading facilities, since the families served need delivery on schedule. Santa Fe has met all of these requirements . 

It is vital to the company to have the longest portion of the haul performed by a carrier that is responsive to its needs. A substantial portion of its traffic moves through the St. Louis and Memphis gateways. Extension of Santa Fe's service to these gateways would give the company greater reliability of service between Richmond and the gateways and a closer relation to the performing carrier. The company has been provided "excellent" service by Santa Fe. The inclusion of Rock Island points in the Santa Fe system would enhance the company's ability to maneuver its carloads to the various origins and destinations involved with a minimum of interchanges and tariff restrictions. 

A Stuttgart, Ark., traffic manager for two Arkansas cooperative associations presented evidence on their behalf. One, a rice cooperative with a membership of over 5,000 farmers, operates three rice mills at Stuttgart, each served by Cotton Belt and Rock Island. Another mill, at Jonesboro, is served by Cotton Belt and Frisco • . This cooperative processes and distributes milled rice and rice products throughout the United States and foreign markets. It has direct competition from mills in Louisiana, Texas, Tennessee and California. The rice cooperative is possibly the world's largest producer of processed rice, with a total production approximating 60 percent of the Arkansas rough rice crop. 

The other association, a grain cooperative, operates two soybean processing plants, one at Stuttgart, served by Cotton Belt and Rock Island, and the other at Helena, served jointly 
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by MoPac and Illinois Central. The cooperative processes 
and distributes soybean meal and oil in much the way as 
does the rice cooperative. 

The annual rail volume is about the same for the two 
cooperatives and totals over 17,000 carloads a year, with 
a freight bill of over $3 million. Additionally, motor 
carrier shipments total slightly under 5,000 truckloads, 
much of it consisting of deliveries of soybean oil to Helena 
for movement beyond to Gulf ports by barge. 

Because of the volume of business, the cooperatives are 
heavily dependent upon rail transportation. Most of the 
local elevators are located on rail lines, and 95 percent 
of the rail traffic is transited through Stuttgart for 
processing and ultimate movement to market areaso Rice 
products are shipped packaged and in bulk, and soybean 
products move in liquid as well as dry bulko The cooperatives 
require a substantial number of covered hoppers, damage-free 
cars, tank cars and box cars. The continuing success of 
operations depends upon the willingness of the carriers 
serving the plants to provide adequate car supply as well as 
switching and line-haul service, all at reasonable rates. 
The company is of the opinion therefore, that two strong,­
capable carriers should be available to furnish these require­
ments. 

Further, it would be a great benefit to have, at the 
plant, rail carriers that not only serve large portions of 
the gathering areas, but which, after transit, also furnish 
reliable single-line long-haul service to the destinationso 
The present Cotton Belt service is inadequate for the needs 
of the cooperatives since only one train -per day is furnished. 
The Rock Island's service there is inadequate with respect to 
car supply and because of the infrequence of expedited service. 
The above deficiencies affect the shippers' ability to compete 
in the Southeast and the Ohio Valleyo 

Santa Fe now participates in less than 5 percent of the 
traffic, as compared to -60 percent for the Southern Pacific 
systemo If Santa Fe acquires the southern portion of Rock 
Island, thus obtaining a .single-line route from Stuttgart to 
Memphis, the effect of the two strong competing carriers at 
Stuttgart will be to improve the car supply and the available 
expedited service. Also, it should strengthen the coopera­
tives' ability to receive rate consideration in areas where 
intermodal competition exists or threatenso 
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With respect to westbound shipments from Stuttgart, the 
elimination of the interchange bebveen Santa Fe and Rock Island 
will increase the speed of delivery. The company expects that 
this will result in an increase in westbound traffic which will 
come from present motor carrier traffic rather than other rail 
carriers. 

A company engaged in the processing and merchandizing of 
zinc ore, metal and byproducts has one of its major processing 
plants at Machovec, Tex., served by Santa Fe. The plant 
receives substantial quantities of zinc concentrates from 
mines located in the vicinity of New "t-1arket and Mascot, Tenn., 
and shipped in heavy duty gondolas supplied by Southern 
Railway. Its primary outbound commodity is zinc slab, an 
easily damaged commodity, ·which moves under company routings 
by rail to the Great Lakes, the Ohio Valley and southeastern 
areas, as well as California. 

The present routings to and from the Texas plant via 
the Hemphis gate,vay require intermediate switching between 
connecting carriers and Santa Fe in order to get to and from 
the plant. Santa Fe does not presently participate with 
Rock Island on the shipper's traffic via Memphis. The 
company requires consistent transit time to coordinate these 
inbound shipments with its production process, and needs a 
single-line service from Memphis to eliminate the interchange 
delays. A similar situation holds true for outbound shipments 
to customers and their production schedules. If Santa Fe 
acquires the Rock Island line to Memphis, the traffic volume 
of other carriers probably would not be affected, since two­
thirds of the traffic now moves in 100-ton cars, supplied by 
Southern, over Rock Island's Memphis-Amarillo route, with 
expedited service. The traffic other carriers receive is 
that over and above this particular type of movement. As 
long as Southern's supply of the 100-ton cars remained the 
same, the amount of traffic available to other carriers would 
remain the same also. The cars are in assigned service to the 
shipper and reliable and expedited transit time is required to 
achieve maximum utilization of the equipment. 

Another reason for the company's support of Santa Fe's 
application is that the carrier has stated that it would 
upgrade and maintain the Memphis-Amarillo line, whereas 
Southern Pacific has stated that this line would be a 
secondary line under Southern Pacific ownership. Such status 
for a line, in the shipper's opinion, usually means eventual 
deterioration of the line. If the line deteriorates and 
cannot handle the shipper's heavily loaded cars, the company 
states .that "It will be fatal to us. " 

- 714 -



F.Do No. 22688 

Service to customers is also important to the companyo 
Extension of Santa Fe's lines to Memphis, as well as the 
acquisition of trackage rights between Kansas City and 
St. Louis would result in outbound single-line service and 
reliable transit time. 

A lumber Rhipper headquartered in Phoenix, Ariz., 
supported Santa Fe's application, through its traffic manager~ 
who also represented an association of lumber producers from 
that area. 

The lumber company is a major shipper to all the national 
markets. It has a sawmill at Flagstaff, Ariz., local to 
Santa Fe, and one at MCNary, Ariz., served by the company­
owned Apache Railway, which connects with Santa Fe at 
Holbrook, Ariz. These mills shipped the majority of their 
total tonnage by rail, which in 1965 totaled approximately 
3,000 rail carloads of lumber products, destined around 20 
percent to the Southeast, 25 percent to the Southwest, 30 
percent to the Great Lakes area, and 25 percent to the Ohio 
Valley area. 

The association represents all of the lumber production 
in Arizona and New Mexico and a small portion of the Colorado 
production, with two members in that State. 

Ordinarily, the lumber is used in the construction 
industry .and, in many instances, delivery dates are guaranteed 
to meet construction timetableso Normally, destinations are 
such as to preclude storage, and reliable transit time is of 
great importance. Also, the company is paid upon receipt of 
the timber, so prompt delivery is desired. 

Many of the producers' competitors are located in closer 
proximity to the market areas, and to meet such competition, 
the producers must overcome transportation difficulties 
involving service and rates. In the past, Santa Fe has been 
of great assistance to these lumber producers not only with 
respect to service and equipment, but also in the area of 
rate negotiations. On occasion, Santa Fe has even taken 
independent action with respect to rate adjustments and has 
assisted at other times. Therefore, based onthis experience, 

·· these lumber producers favor the extension of Santa Fe's 
service to St. Louis and Memphis. The single-line service 
then available will substantially improve the speed and 
reliability of service. 
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The Southeastern Association of Railroad and Utilities 
Commissioners testified in support of Santa Fe's application 
to acquire the southern portion of Rock Island and in 
specific opposition to Southern Pacific's similar application. 
The organization is a voluntary, nonprofit association of the 
regulatory commissions in Alabama, Florida, Georgia, Kentucky, 
Louisiana, Mississippi, North Carolina, South Carolina, 
Tennessee and Virginia; however, the Louisiana members did 
not participate since the State is directly involved in the 
proceedings. Each of the 60 member commissioners was notified 
for an opinion and then a meeting was held to arrive at a 
final position. 

The association supports the Santa Fe acquisition because 
it would result in creation of another direct, single-line 
southern route from Memphis to the West Coast to compete with 
Southern Pacific. Southern Pacific already reaches New 
Orleans on its own lines and reaches Memphis and St. Louis in 
conjunction with its subsidiary, Cotton Belt. Another Southern 
Pacific line to Memphis would be of no benefit to the south­
eastern States. Further, Southern Pacific has indicated that 
it will not seek to improve or rebuild the Amarillo to Memphis 
line, whereas Santa Fe has indicated that it plans to spend 
over $5 million in upgrading the line. 

Although there is satisfactory multiple-line service west 
of Memphis, the association expects that the competitive 
influence on rates and schedules brought by another direct 
transcontinental line to Memphis will benefit southeastern 
shippers through better service. Extension of Santa Fe to 
Memphis will place its large car fleet closer to these shippers 
and should somewhat alleviate their car supply problem. The 
importance of such benefits is increasing with the growing 
industrialization of the South with its corresponding increases 
in the need for transportation of raw materials and finished 
products between the South and the West. 

(4) Trackage Rights Over Frisco at Kansas City 

For purposes of the requested inclusion, it is appropriate 
at this point to set out the essential elements of the Santa Fe 
trackage rights application in Finance Docket No. 24154. 

The terminal facilities of Frisco for which Santa Fe 
seeks common use in Finance Docket No. 24154 consist of a main 
line of railroad track extending from Sheffield Junction, 
I.C.C. chaining station 22274 plus 54 to Leeds Junction, I.c.c. 
chaining station 22141 plus 76, in Jackson County, Mo., a 
distance of approximately 13,282 feet; a passing track approxi­
mately 3,863 feet in length; a passing track approximately 
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1,883 feet in length; together with crossover and appurtenant 
track facilities and right-of-way. This reques~ is contingent 
upon the Commission's approval of Santa Fe's acquisition of 
the trackage rights between St. Louis and Kansas City. 

Rock Island has maintained its entry into Kansas City 
from St. Louis by operating agreements with the Frisco which 
have been continued in effect by various renewals since 1904. 
Rock Island operates trains over the Frisco facilities at a 
monthly rental of a sum equal to l/12th of 2~ percent of the 
value of the trackage as of March 24, 1954, understood to be 
$301,956.34 plus 2~ percent of the cost of additions or better­
ments to the trackage made from March 24, 1954, until the 
agreement is terminated. Rock Island also pays one-half of 
the taxes levied on the facilities and a proportion of the 
cost and expense o:E maintaining and operating the facilities. 
Santa Fe contends that its use of the facilities would not 
impair the enjoyment of the facilities by .any other common 
carrier but would benefit the public interest by thus 
permitting Santa Fe to serve St. Louis. 
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Errata to Volume I 

Change 

367 "Table 102" to "Tal;>le 117" 

460 "B. Federal Agencies" to "20. Federal Agencies" 

460 "1. Bureau of Enforcement-ICC" to "(a) Bureau of 
Enforcement-ICC" 

461 "2. U.S, Department of Justice" to "(b) U,S, Department 
of Justice" 

462 "C. State Agencies" to "21. State Agencies" 

463 "D. State Subdivisions" to "(a) State Subdivisions" 

465 "E. Labor Interests" to "22. Labor Interests" 

466 "F. Intervening Stockholder-Kendall Laughlin" to 
"23. Intervening Stockholder-Kendall Laughlin" 

579 In the 3rd full paragraph, "Division" to "Divisions" 
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