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RONALD GORDON RUSS

My name is Ronald G. Russ. I reside at 3711 27th Place West,
Apartment No. 102, Seattle, Washington 98199. I am an employee of
the Chicago, Milwaukee, St. Paul and Pacific Railroad Company
(Milwaukee). I have been employed as a clerk on the Milwaukee
since March 4, 1976. I am the Local Chairman of the Protective
Committee of Olympian Lodge No. 792 of the Brotherhood of Railway,

Airline and Steamship Clerks, Freight Handlexs, Express and Station

Employees (BRAC). I have served in this capacity since July 28, 1978.

I am the third generation of the Russ family to work on the
Milwaukee. My grandfather hired on ths old Tacoma and Eastern
Railway Company in Tacoma as a locomotive engineer in 1905. He
retired off the Milwaukee in 1947 and wais o /5 vear member of the
United Transportation Union. My father 1o employed as a locomotive
engineer on the Milwaukee. He first hired on the Milwaukee in 1937

and is the former General Chairmen of tiho System Board of Adjustment

for the Brotherhood of Locomotive Ercinccis (B of LE) for Lines

West of Mobridge, South Dakota and he i a 30 vear member of the
B oot LB,

In my service as a clerk with Miltwaokeo, T have worked on and
have experience on the followinc joi:s:

Agent: Port Angeles

Time Revisor Washington Diviaoio Facoma
Car Distributor Washingbton Diwvigicn: @ Tacomni
Chief Yard Clerk: Seattle, Tuacom.

Asst. Chief Yard Clerk: Se :

Train Order Operator: Tacoma, Kent, Othello, Port Angeles
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Crew Dispatcher: Tacoma, Seattle, Othello, Port Angeles
Clerk: Tacoma, Seattle, Kent, Othello, Spokane, Port Angeles
Perishable Freight Inspector: Seattle.

This wide variety of jobs at equally varied localities in the
former Washington Division of the Milwaukee and my duties with BRAC
have given me the opportunity to monitor various activities on
the system.

I would like to address my testimony in these proceedings to

two particular concerns.

e Labor Protection. The ICC must require adequate labor

protection for the employees as a condition precedent to any abandcn-
ment. As the.representative of my Local in BRAC, I am constantly
being made aware of my constituents' concern over the apparent
likelihood that they will be adversely affected by an abandonment/
partial reorganization of the sort sought by the Trustee. By this
I mean that they would be placed in significantly worse employment
positions should the ICC approve the Trustes's application for
abandonment then is presently the case. As ¢on be seen from my
Exhibit No. 1, the demographics of my locdge's membership show that
50% of my membership is 45 years of age or over and has more than
10 years of service. This means that 50% of my membership is

vested in the Railroad Retirement Systerm.

Exhibit No. 1 also points out that 74° of my membership is
35 years of .age or over. Most clerks that i represent are highly
skilled in very specialized areas, i.c. rale clerks, communication
technicians, etc. Because of these two facts my constituents
would have severe hardship in securing altcrnative employment
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should the Milwaukee be granted this abandonment. The Trustee
has stated in his Reorganization Plan, dated August 10, 1979,
page 38, that 770 Milwaukee employees would be offered employ-
ment with carriers buying lines from the Milwaukee after approval
of abandonment. To my knowledge there has been no offer made to
our organization. Moreover, of these 770 supposed jobs, we have
no present assurance, or reason to believe, that any would be
clerical jobs for the clerks I represent in the former Wash-
ington Division.

I urge the ICC to not allow the Milwaukee to abandon lines
west of Miles City. If the Commission were to find otherwise,
however, I urge the ICC to implement adequate labor protection
for the affected employees before any decision that would allow
the Milwaukee to abandon. The employees would be adversely
affected immediately by the abandonment and should not have to
wait for the reorganized company to pay labor protection claims,
.which the Trustee contends are legal but of low priority in
settlement. (Reorganization Plan, page 44.) Moreover, the
likely future of the Trustee's proposed "Milwaukee II" system is
so bleak -- since the system is only tenuously viable at best --
that we have no assurance that our members will ever be paid
their payments if the Trustee is permitted to treat these as an
obligation not falling due until sometime well after this abandon-

ment is approved.
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2, The Present Management Has Deliberately Attempted to

Divert Traffic Away From the Milwaukee's Western Lines. As a

Result, Historical Data Since 1977 Is a Grossly Unreliable In-

dicator of the Potential for Viable Operations on the Lines Sub-

ject to This Application.

The present management has pursued a deliberate policy of
induced losses in the Western Region. The ICC should be made
aware of the conscious attempt to circumvent the regulatory
processes of this government. The following section of my
testimony, i), and ii), will show a reduction in the level of
service since 1976 for 50' boxcars and covered hoppers. The
third section will reveal that the above reports are part of a
deliberate management plan to make the lines west of Miles City,
Montana to appear as not self-sustaining.

(1) Boxcar Availability in the West Since 1976

Exhibits No. 2 and No. 3 are studies done by myself at the
.Division Headquarters of the Milwaukee in Tacoma in the spring
of 1979. These studies are derived directly from affirmed
railroad company reports including CCR 1 , Code 32, and Carscope
summaries,

Exhibit No. 2 is a study of the fifty-foot boxcar status in
the region west of and including Missoula, Montana from a period
beginning in January 1977 through February 1979. T also include

partial data, i.e., cars loaded and loads available from Septembey
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1976 to December 1976. "Loads available" indicates shippers
orders for 50' boxcars. This study is broken down into monthly
periods as follows: Column A is a figure representing the
number of boxcars ordered by shippers in this region. In Column
B, I have broken down this figure (from Column A) into a daily
average figure for that month. Column C is the average number
of empties in the entire Milwaukee system destined to or travel-
ling in this area (the "Montana-Washington Division," which
covers the states of Washington, Idaho, Montana and Oregon),
available each éay in that particular month. Column D is the
figure of boxcars actually loaded in the month. Column E is the
figure of orders left unfilled, i.e. lost revenue, which is
calculated by sﬁbtracting Column D from Column A,

Summarizing some of the results, the obvious fact is that
significant amounts of revenue were lost due to lack of boxcar
availability. The figures in Columns C an<d D show a steady
@ecline since the announcement of the bankruptcy proceedings.
This decline was due to reduced availability of cars in the
western region. This occurred, in large pait, because transcon-

tinental train No. 205 discontinued operations during the begin-

ning of 1978. ©No. 205 train was the Milwauxee's vehicle for

empty car movement into the Western region. 4
Assuming an average car load revenue figure of $1,500 for

the region, this exhibit shows that in 1977 (546 lost car loads
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per month) the Milwaukee lost out on $819,000 per month. 1In
1978 (715 car loads per month) the railroad failed to carry
approximately $1,072,500 of available traffic per month.

(ii) Covered Hopper Availability in the West Since 1976.

Exhibit 3 is a study of the covered jumbo hopper status in
a region encompassed by the former Montana Division of the
Milwaukee. The Milwaukee Road has approximately 2500 jumbo
covered hoppers of 200 ton capacity with various unloading
arrangements system wide. Column A of this exhibit shows the
average number of covered hoppers (loads and empties) in the
Western Region, i.e. the Montana-Washington Division, each day.
Column B shows the total number of cars loaded each month.
Column C shows resulting shortages on specific days. Grain
loading is traditionally a seasonal operation and generally
August through October are the heaviest loading months. Thus in
Column D, I note various events which could explain some of the
* figures.

Just as in the boxcar study, the grain hopper availability
has been seriously eroded since the announcement of bankruptcy
proceedings. Specifically, in late August 1976 over 1200 hoppers
were in the region and in that month 1052 were loaded. In
August 1978 these figures had been reduced to 572 and 579 for
the month respectively. The first shortages aopeared in October
1977 and have continued to the present time. There are no

shortage figures available to me from July 1978 until May 1979.
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It is very important to notice that the car levels in the
Western Region reflect a continual drain of the available car
supply to the Eastern end of the system. Supply of those cars
in the west was cut by about 50% from August 1976 to Augqust
1978. These two studies point out serious problems in car
availability for loading. These shortages substantially reduce
revenues generated on the Milwaukee's western lines. Moreover,

both studies show striking declines after the bankruptcy proceed-

ings had been instituted.

I urge: the ICC to carefully consider this circumstance when
it makes a determination on the abandonment based on revenues
generated by operations on the Milwaukee Railroad during 1977
and 1978. It is my hope that the ICC will also analyze figures
for the years 1970 through 1976 to get an accurate picture of
what transpired during this time. An overall view of this
period of time would present a much more balanced picture of
these lines' true potential. Specifically, it would show that
the operations on the Milwaukee during 1970-76 were at totally
different -- significantly higher -- levels as compared with
1977 =79%

(iii) Causes of the Service Decline in the West Since

Reorganization. The above figures show that car availability,

and therefore revenues, declined substaatially on the western

lines since the railroad filed for reorganization in 1977.
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The primary reason why the railroad did not carry more
western traffic in 1977-79 period is that management pursued a
course of action designed to discourage traffic from moving on
its western lines. This is supported by certain astonishing
documents generated by management. In the unique position I
hold with the Milwaukee and with BRAC I freguently see documents
that are distributed to employees in a variety of positions
within the company. In the course of performing my duties I
received copies of the documents that are attached as Exhibits
4-6. These are:

- The Marketing Plan for the Maximization of
Revenues, attached as Exhibit No. 4. This document was reviewed
and approved by President W. L. Smith of the Milwaukee on June 27,
1979, as described in a letter from G. H. Kvonberg, Vice-
President Operations, Exhibit No. 5, describing the "plan." The
"plan" is again identified by G. H. Kronberg in a letter dated
.August 14, 1979, to P. C. White, Vice-President Planning, Exhibit
No. 6, describing the successes of the "plan" since its implementa-
tion into the operations of the Milwaukee.

Basically, "the plan" was intended to discourage business
in the Western region of the Milwaukee, so that all traffic
would be handled on one train a day to the east. This in turn
reduced revenues on the west end and thereby allows the Milwaukee
to go to the Reorganization Court and the 1ICC saying the lines

west of Miles City are not self-supporting.
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More specifically, the refusal to carry BCOL lumber business

and TOFC-COFC import traffic in Seattle coupled with the low

:
priority of the Port Angeles traffic was intended to allow the ?
Milwaukee management to argue that the Seattle terminal was not :
a positive revenue generator on the Milwaukee systenm. g

The management "plan" is so destructive to Western region %
business that the basic points must be brought out in my testi-
mony. As a result of the "plan," the Milwaukee
1) Does not solicit BCOL lumber business
2) Established a prohibitive surcharge on g
BCOL lumber
3) Does not solicit import traffic
4) Does not allow any inbound BC transit
5) Established a prohibitive sutcharge on

Port Angeles traffic

G T ity ba B p

6) Restricted movement of emptv equipment
to Port Angeles traffic

7) Restricted movement of empties over the
entire Western region.

This is a deliberate effort on the part of management to

ruin traffic in the Western region.

f[
&
1‘
Al
i

I can list many examples of poor management decisions
unrelated to the above, in particular the closing of the Seattle
Pricing Department in December 1977. The Seattle office used to
quote rates and tariffs to shippers in 15 te 45 minutes. With

the closing of the office, these duties were transferred back to
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Chicago Union Station. Now if a shipper wishes the Milwaukee to
quote him a rate on a certain commodity he must call a 800 WATS
number to Chicago. The response time in Chicago is generally 24
hours to 48 hours. This of course discourages business and in
discussions with Mr. Peary Beck, a former Milwaukee employee,
who worked in the Pricing Department in Chicago during this
period of time, that the business on the Western region was to
receive the lowest priority in his office. Again, this discourages
business, destroys revenues and the Milwaukee would then have a
non-selfsupporting segment west of Miles City, Montana. The
management of the Milwaukee has undertaken a deliberate plan of
self-induced losses on lines West of Miles City to circumvent
the regulatory processes of the government. The ICC must realize
that this attempt to abandon the Pacific extension i1s based on
data brought about by deliberate corporate actions.

I urge the ICC to decline the Trustee's application for
abandonment. This nation cannot afford to lose a national

resource like the Milwaukee's Pacific Coast Extension.
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EXHIBIT No. 1

MEMBERSHIP PROFILE

BRAC LODGE 792

MORE THAN LESS THAN LESS THAN LESS THAN LESS THAN LESS TIAN
10 YRS 5 TO 10 YRS 5 YRS 4 YRS 3 YRS 2 YRS 1Y TOTAL
e
80 55 5 10 6 2 2 160
OVER AGE
50 45-50 40-44 35-39 30-34 205729 20-24 TOTAL
58 23 1177, 16 24 19 : 3 160
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Exhibit No. 2

'* Incomplete data on loads available
* Incomplete data on the cars actually loaded

e FIFTY FOOT BOX CAR STUDY
January-1977 through February 1979
A B c b E
YEAR/ LOADS DAILY EMPTIES ACTUALLY LOADS
MONTH AVAILABLE AVERAGE "AVAILABLE ™ ~  TIOADED LOST " °  "REMARKS
Sept. 76 1584 72 No Data 1458 No Data
[O'cits 76 1449 66 No Data 1034 No Data
INov . 76 1794 82 No Data 1170 No Data
Dec. 76 1355 62 No Data 14277 No Data
IFan. 717 1829 83 - 446 1140 689 75 new cars
Feb. 77 1558 71 284 1106 452 75 new cars
Mar. 77 1547 71 378 1203 344 1118 new cars
Apr 77 1686 T i 469 942 744
May 77 2044 ° 93 570 626* 1418 {15 new cars
June T, 1729 79 548 1462 . 267
July 77 1420 65 503 1076 344 255 new cars
Aug. 77 1435 66 460 1409 26
Sept. 77 1754 80 510 1142 612
'Akct. TR 2129 97 356 1186 943 78 new cars
OV 77 1039 48 %* 306 1408 + 369 130 new cars
Dec. 59 1203 55%* 352 855 348 19 new cars
Jan. 78 2000 : 91 324 £03 Al ety P44 new cars
Feb. 78 1677 77 e 2 0140 57 1100 100 new cars
Mar . 78 1158 53 : 168 742 416 150 new cars
Apr. 78 1536 70 255 T L5 819
May 78 2142 - SO 278 1062 1080 120 new cars
Tune 78 1680 77 413 1610 R 653 243 new cars
July 78 1526 70 670 842 684
Aug. 78 1481 68 435 1141 340
Sept. 78 1595 73 398 898 697 125 new cars
B ieie 78 E X515 69 362 Qi 528
Nov. 78 1624 74 g SITh7 1030 594 375 new cars
Dec. 78 1359 62 412 SREN 472 111 new cars
Jan. 79 1691 77 251 Q04 787
Heh. 79 1368 63 178 R 781
Mar., 79 :
Apr. 79
—
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Bxhibit No. 3

MONTANA GRAIN HOPPER STUDY
July 1976 through May 1979

A" B e D
CAR SUPPLY )
Average No. Car Hoppers TOTAL CARS LOADED
on West Region Each. Day Each Month SHORT REMARKS
: ; .
July 23-30 = 546 July 512 1976 7/ -G ;
August 2-13 = 767 ‘ August 1,052 | 8/23 - %3 I (329 moved empty from cast cond)
Auagust 16=-30 = L, 208 | :
September 1-13 1260 | September 881 !- 9/17 - 94 ;
i |
September 20 = 1,216 f E
October 1-14 = 724 October 611 ; 10/4 - 157 '5 Empties Dirccted L3 3t. Paul
i ;
October 19-29 = 629 ‘ 10/21 - 0O
November 1-15 = 569 November 475 11/4 - 82 3
November 16-30 = 495 L1430 - 3 L T
December 1-15 = 481 December 409 12/2 - 4 (Surplus grain hoppers til 1/7/77)
d December 16-31 = 496 12/30 - 41
: January 1-15 = 530 January 293 1977 1/7 - 1 (1/25 east end starts getting short and
: Western loadings dropping off)
2 Januvary 16-31 = 557 9 SRR i
February 1-15 = 439 February 358 2/2 - 58, 2/7 -4 (2/3 stop moving equipment cast empty)
: February 16-30 = 459 2/22 - 77, °2/24 - 147 ]
3 March 1-15 = 593 March 732 3/1 - 189, 3/21 - 120 (Incentive Rate Reduction Effective 2/19/77)
. Short - None 3/30 &n account of bad weather
Maréh 16-31 = 766 3/30 - 0
E
* These figures include
Bad t"".r cars (
A, | )
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April 1-15 = 690
April 16-30 = 628
May 1-15 = 502
May 16-30 = 510
June 1-15 452

June 16-30 = 405

July 1-15 = 388

July 16-30 = 423
August 1-15 = 640
August 16-30 = B65
September 1-15 = 876
September 16=30 = 665
October 1-15 = 519
October 16-30 = 550

Novermber 1-15 = 622
November 16-30 = 656
December 1=15 = 681
December 16-30 = 672

January 1-15 = 690

January 16-31 = 666
February 1-15 = 639

P,

April 488

May 228

June 151

July 4C3
August 917
september 476

October 450

November 460

December 499

January 321

February 218

Cascade

4/12 - 0, 4/28 ~ 0

6/9 = 17, 6/13 ~ 10

7019 - 13, 427 - 3%
§/4 - 60, 8/i5 - 13
8/31 - 3

9/28 - 160

10/10 - 47, 10/13 - 17,
10/19 - 169

11/1 - 273, 11/14 - 459
11/23 - 438, 11/29 - 258
12/6 - 376, 12/9 - 425

12/14 -529, 12/29 - 600

1978 1/3 - 625, 1/9 - 518
1/27 - 583
2/6 - 898, 2/8 - 923

Rail Foundation www.milwelectric.org

(5/5 Cancel Incenti.ve Rate)

kig Shortage Starts

11/24 orxrders fell oIf

12/6 orders pick up

Bad weather

*Page 2
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February 16-28 = 602 2/23 - 210, 2/28 - 842
March 1-15 = 596 March 463 3/8 - 826, 3/14 - 551 3/13 Large order cancelled
March 16-31 = 584 3/16 - 656, 3/21 - 710, 3/16 Large order - cars order to Aberdeen, SD
3/28 - 857
April 1-15 = 538 April 379 4/8 - 782, 4/20 - 915
April 16-30 = 615 4/27 - 914 4/28 632 Total, 253 empty, (75 BO, 18 east)=
160 Serviceable empiy and 370 loads
May 1-15 = 741 May 405 5/11 - 827 | 5/4 634 Total, 262 cmpty, (76 BO empty) =
i ' 186 Serviceable
May 16-30 = 5g2** E 5/23 - 747, 5/31 - 754 i 5/19 613 Total, 200 Serviceable **5/23 Removed
i ' ‘ Bad Order Cars from Computer Zists
June 1-15 = 480 June 433 6/13 - 620, 6/22 - 646 | 6/1 493 Total, 1856 cmpty

June 16-30 = 443

July 1-15 = 435 July 449 7/3 - 629, 7/13 -609

July 16-30 = 431

August 1-15 = 447 August 579

August 16-30 = 572

September 1-15 = 622 September 556

September 16=-30 = 655

October 1-15 = 648 October 569

Octoker 16-30 = 619 :

November 1-15 = 654 November 460 . 11/6 651 Total, 191 empty; 11/15 647 Total,
452 loads and 195 empty

November 16-30 = 651 11/28 642 Total, 232 empty and 410 loads
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December 1-15 = 671 December 499 12/6 663 Total, 215 empty and 448 loads
December 16-30 = 658 Pneumatics assigned Back Order to St. Paul empty
January 1-15 = 614 January 110 L1979 ' 1/4 619 Total, 206 cmpty and 413 loads;

i | 1/8 592 Total, 183 empty and 409 loads
January 16-31 = 471 ; I 1/18 600 Total, 253 compty and 347 loads
February 1-15 = 473 E February 223 ! 2/5 468 Total, 155 cmpty and 313 loads
February 16-30 = 348 | | 2/23-22 B5 empty to Canada (Potash)
March 1-15 = 327 { March 241
March 16-31 = 332 E i 3/31 Cancel Incentive Rate on Grain (Iowa Corn $.94)
April 1-15 = 357 ; April 309 g

4/20 20 empty to Canada 4/30 10 empty to
Canada (Potash)

April 16-3C = 374

5/3 10 empty to Canada 5/11 10 empty to
Canada (Potash)

May 1-7 = 378 May 92 5/8 - 674

) D, ' )
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Exhibit No. 4
MARKETING PLAN FOR

MAXIMIZATION OF REVENUES

1. Jranscontinental Line (One Train Per Day)

A. Maximize revenue through control of train capacity and
car supply:

)

£ -

Selectively solicit type of traffic as to commodity
and desired destination market. Solicit onlv those
commodities from the stations listed in Exhibit I and
solicit the commodities only to the East, Southneast,

or Midwest Markets.

A.

Thhrough scelective SOlicieatiion @ goniral
train capacity, control the voluie or

from each transcontinental origin
1s somewhat uniform for all origin a
able locomotive power and realization

Do not solicit BCOL lumber and restrict Milw.
owned, il aasadl lartenn s olaic G ile e el Sy moving
into British Columbia.

Further discourage BCOL lumber via Milw. Western ]
Gateways by publishing A surcharge egual to the

water division paid F.L.7 This surcharge will
accrue in total to Milwaukee Road.
Do not solicit import traffic except import auta-
mobiles. : =

Amend transit tariffs so that transit will not apply
on traffic originating in Canada (eg. Veneer from
B.C. to Washington for plywood transit) .

Port Angeles Traffic - Publish surcharge cqual to the
contract water charge paid I'.L.7: (on a per car basis).
This surcharge will accrue in total to Milwaukee Road,.

Port Angeles Traffic - Supnly cmpty equipment for

barge as a last priority and only if excess cqulpment”
is available.

Restrict Milwaukee owned. leased ar Ladlalioloraiol it llierdl
and do not allow their use for traffic moving from
Washington, Idaho, or MHontana to Oregon or' Californias.
Use and control specified' foreign line cars only for
these markets. (eg. Sanitary Paper from Bellingham to
California should never move in Milwaukece equipment
but rather in S.P. or other availablo foreign line
cars returning empty to or via coancctions at Port-—
land.

0L car sunnlv and.

s

arcas and use of avail-

tratric to be handled
territory so that service

of potential revenues
Lk




- Protection of Core Business

from various origin territories to sclective markets. (e.qg.

r G e v .‘ 1P‘-u T
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are maximized. (i.e., The Washington, Idaho and
Montana transcontinental origin territory must be
served by one train per day. Tnrough control of car
supply ard selective solicitation attempt to seccure
only the best traffic from each arca. Coming out of
Tacoma with the train at capacity and with low revenue
commodities such as BCOL lumber and import traffic
(except automobiles) only defeats the purposc of maxi-
mizing revenue.)

Change car assgignments and/or pools so that system cars

have the opportunity to earn the highest available revenue.
(e.g. Take the 4500=series Hi-Cubes assigned to Crown Zeller-—
bach at Portland 'and re-assign to Longview Fiber at Long-
view, Wa.) In addition, all assigned cars and/or pools must
be monitored and controlled on a daily basis by the Trans-

portation Department to insure cars are being returned to
their assignments. :

Work with foreign line carriers on supplying cars, for movement

Request U.P. cars ‘to Missoula for the movement of lumber to
the Colorado/Utah markets via Silver Bow Gateway.)

Allow only lumber and rough grade 40 & 50 ft. box cars to move
west empty to protect select traffic from Washington, Idaho
and Hontana. Assign required number of 40 ft. Xp box cars,
released from 511 program, to select shippers to protect
profitable woodpulp movements. Prolect rubber, pulpboard,
wrapping papcer, and aluminum on transcontincental movements
with availablietc0 "Ft. box carsiand 50t HS~0Cubes, (50 St
Hi-Cubes, Milw. 4500 series, must bec reassigned from Crown
Zecllerbach, Portland, to Longview Fiber, Longview, Washington.)

Work with BN to establish Miles City routes on all commoditiecs
to relieve some of the pressure on our locomotive fleet and
improve our overall transcontinental scervice.

A.

B.

A required base controllable paner qrade 50 £+

| e b e
fleclt designated XP of approximately 2000 cars necessary

Lo protect projected Core revenues. A basce car fleot is
required to protect shippers in that i provides them with
a continuous and dependable base car SUpply. This is being

pursued by our Wransportation and Mechanical Departments.

x
«
I
l

Pursue vigorously all avenues for Core Shaippers financin
for rchabilitation of out of scrvice GGutinnenil, tolsupnile
Rt present servicoeable car [loct

™
)l

(18]

Ll
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z t: AnnlY3c and respond quickly to shippers request to place
; short-line marked cars in theiv assigned service. Milwaukee

acceptance of such short-line marked cars should be based
upon the level equipment required to meot shipper demand and
the profitability of the movements for which the cars will

s be used. Initiate restrictions on the use of such cars or ;

publish surcharges (to accruc only to the Milwaukce) for the )

use of such cars via Milwaukee Road if such action is re-

gquired to protect profitability.

D. Selectively solicit traffic originating, terminating, or

moving via the Core to the various markets based on nro-
fitability.

E. Develop new leverage business particularly from shippers =
located in the Core. In most cases the highly profitable
leverage business such as inbound woodpulp to Wisconsin
parer mills is predicted or the carriers performance in

- supplying equipment for the outbound product. (e.g. Wood-
pulp and chemicals into Procter g Gamble
Weyerhauser in Rothchild, Wisconsin, ctc )

. Analyze and respond quickly to shipper requests for pricing
Oor service adjustments to protect existing Core business
or to generate new business from, to, or via the "Core.
(e.g. T.0.F.C. rates on Scrap Paper, new r

ate scale on
Southwestern Woodpulp, service via Louisville Gateway, etc.)

G. Tmmediately restrict the application of the 75 car unit-—
— . £ : . .
traln grain rates to the Gulf aS not to apply: in Milwaukee
ownced or leased 100-ton covered nopper cars.  Such action
will free Milwaukee owned or leased covered hoppers for
more lucrative Core busincss. Available Core business for
wvhich covered hopper cars are not available at this time
. 1s in excess of 12.5 million dollars annually. (erg: Malt.
. from Minneapolis to Milwaukee at $1,100.00 per car revenue. )

. Lvaluate all Milwaukee Road swiltching charges and increasc
to the maximum level Possible. In addi

i tion pursue through ;
lcyal channcls switching chargces Paid by Milwaukce Road to
other carriers which aro deemod 330 caal Ao Tl Syiitching

charge paid Ly Milwaulkoco Road Lo CNW at Forc lloward Papecr

Company, Green Bay, Wisconsin.)

I. Pursuc through legal channcls the level
Lo the M.?T.W. on traffic originating or
Wisconsin Dam, Wisconsin and moving via

of divisions paid,
terminating at
Tomahawk, Wisconsin.

-1I. Off-Line Opportunitics

s. Uevelop potential business for off-line car assignments
based on profitability and leverage. (¢.g. "Off-Line assign--
ments for bulkhead flat cars and A-framecs.) '
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aﬂ~Concentrate service 1mprovements based on projeccted Core

,t-"{i'..ﬁ

ypbusiness and flows., (e.g. Louisville llne, Grcecen Bay llne,
,..g*e‘.c: ) ;

.Deve‘on and implement run through secrvice with various

; carriers to and from selective markets based on overall
+. profitability.

C. Inplement immediate control of IIIB to qua

rantee the level of
service regquired by the Milwaukee Road.
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Exhibit

Chicayc - August 9, 1979

Mr. W. F. Plattenberger:

Reference our previous conversations concerning the Marketing
Department establishing Sales Coordinators on each of the

divisions and the need to utilize our assets in a way that
will maximize our revenues.

These positions were established on a division level as a
direct result from the June 27 meeting at which time

Mr. W. L. Smith reviewed and ‘approved the new Marketing Plan
for the Max1mlzatlon of Revenues. TS AT, e

The Sales Coordinator is the liaison between Field Sales and
Division Car Controllers in all matters pertaining to equip-

ment needs. This will eliminate the numerous phone calls

the Division people have experienced from Field Sales,
allowing.them more time to dedicate toward their responsibilities.
Initially, the Field Sales offices on each division formulated

a list of their key accounts by origin, car-type requirements,

and average revenue. The preparced list was given to each

Sales Coordinator as a guide in educating the Division Car
Controllers to recognize the key accounts on each division.

The Sales Coordinator works closely with the Division Car
Controller to insure the key accounts are protected, providing
feedback to the concerned Sales cffices as to our ability to
provide the required equipment. :

A major benefit from such a coordination would be the
identification of what business is in our revenue forecast
and how we can best achieve it. Our 1980 revenue forecast

is being designed so as to make compatible the field district
office forecast with operating division boundaries. While
there are instances of our field sales boundaries overlapping
divisions, we are setting up our forecast as well as
identifying the responsibilities of the Sales Coordinators

to conform to division boundaries. Any fuLure plans of
realigning tne Field Sales Department wili certainly take
into considcration the Operating division territories
ultimate goal would be to have the Operating divisions
provided a copy of the revenue forecast so that as the Sales
Coordinator and the Division Car Controllors respond to

demand, they can evaluate the impact on attaining the
rovenue forccast.

Our
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When equipment availability is less than the forecast
projections, the Sales Coordinator will communicate to the
Sales offices the type of equipment shortages that exist so
they may initiate selective solicitation, recognizing that
during periods of car shortages we will not be able to
please all customers in providing their equipment demands.
Therefore, we will effectively maximize the revenues in the
equipment available. But, when equipment avallability
exceeds the forecast projections, the Sales Coordinator will
advise the Sales offices the type of equipment available,
allowing them to sell capacity.

We expect the Division Car Controller will advise the
Coordinator on a daily basis, by car number and location,

the foreign equipment that will be available to reload. It
will be necessary that we be given at least a 24-hour advance
notice on all the foreign equipment. %he Coordinator will
disseminate this information to Field Sales to determine if

a demand exists for that particular car-type and ownership,
and, where necessary, request a shipp2r to change established
routes to accommodate available foreign 1line equipment,

In addition, there are certain key compotitive points at

which specific traffic must be protected cven during times

of car shortages in preventing the erosion of highly attractive
revenue. Each individual Coordinator is cognizant of these
particular shippers and will handle with the Division Car
Controllers to protect this traffic.

We are in the final stages of establishing car-type revenue

standards by divisions. This information will be given to
our Field Sales offices as a tool i determining which
traffic they should selectively solicit. It must be under-~

stood that the standards will be considered only when

soliciting on a one-for-one basis whore leverage traffic is
not involved.

Customer Services will have a conference call with the Sales
Coordinators on Fridays to discuss items having major impact
on the car supplv within the divisjon, .o, gtrikag iinlant
shutdowns, new profitable busincss opportunities, major
market changes (grain), ctc. When these aforementioned
problcems arise during mid-week and would affect tho present
flow of equipment from the major interchange voints, the
local salespeople will notify the Sales Coordinator, who in
turn advises the Division Carvr Controller reanrding the

Bt prich A i s ol 7 s s on . SR n s e T e

within the Customer Services Department. The Director of
Equipment will immediately notify the Dircctor of Car Service
in Transportation for correcctive action. '

| Crirce U, T
;“.jul.kll-."._h‘. e
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This Marketing Plan requires the full cooperation of the
Division personnel as well as the Transportation Department
if we are to fulfill our goal of maximizing our revenues
with our limited resources.

/- 4 I
;Zéé?;;éﬁglcwqgi{ \S
- /H. Kronberg
Vice President

Marketindg

ce:. . Messrs. W. L. Smith

P. F. Cruikshank - Yours of July 18.
P. C. White
F. B. Cederholm -~ Yours of Augus: 2.

- = ‘/\ A
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-n : ' Exhibit No. 6

Chicago - August 14, 1979

Mr. P. €. White:

Reférring to yours of August 2 asking for a Progress report
on the Marketing Plan for Maximization of Revenues reviewed
by various departments.

Our first objective was to assess the traffic we are handling
On our one transcontinental train per day, developing plans

to maximize revenue on this limited service. Through the e
joint efforts of Marketing and Transportation, we have been Tl
able to solicit business and direct our equipment for the
purpose of showing an enrichment in the consist of particularly
our Train No. 200 eastbound. As an example, comparing the
second half of July to the first, w2 show a revenueMnocrease

of $140,000. Specific accomplishments are as follows:

1. Through an agreement with the BCOL, they have
discouraged shippers routing lumber from British Columbia
origins via the BCOL-FL&T for our transcontinental movement.
It was decided that this agreement could accomplish the same
objective that we had hoped to see if we were to take tariff
action to impose a surcharge. For the first 12 days of July
we had handled 91 cars of BCOL lumber, and for the next 12
days the figure dropped’ to 32, and since that time the
business has practically dropped off completely. The benefit
has resulted in an increase in plywood and lumber loadings
in oux own industries in Yashington, Idaho, and Montana, as

well as improvement in our pPulp, copper, aluminum, and crude
rubber loadings.

2. In the area of import traffic, we have limited the
amount of empty flat cars going west on Train No. 201 to no
more than 12 a day so that our eastbound capacity could

be better utilized. This has required no tariff action and
1s being managed through car distribution. I might mention
that the gencral demand fOECOFC flat cars has increased,

particularly on the South Craas

3. We elected to go the burcan route' in establishing
the surcharge on traffic O ginadking on the Peninsula that
does not niove through Mobridqe. pnot untxpectedly, the
docket failed of APPLOVALl , and At e oo e SR R R
incdependent notice S AR O R i e conpensation
should shippers son EhayPeninsule ol ise

our cquipment for.

short-haul traffighto?CaliLOrniu, particularly.
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In the general area of attempting to assess our pool assign-
ments, utilizing foreign equipment, and restricting the
movement of certain types of system empties, we are making
progress. All of this is a part of our systemwide program
of establishing Sales Coordinators in our Operating division
offices to inform and assist the Division Car Controllers 1n
distribution of equipment. This program has just been
started, and we are finding many areas of opportunity in
attaining the freight revenue forecast, acgquainting our
Operating people with our key accounts, and in turn informing
our Field salespeople for their handling with our customers.
We are relaying to the Distributors the oncoming demands
from our major firms. We are also relaying back to the
Field the knowledge of the Transportation Department on
present and anticipated equipment situations. It is a two-
way street whereby an inability to come up to demand is made
known to the customer, but more importantly, when we learn .
of a surplus of a particular car ownership, we have a sales
tool that we can-go back and attemot to have cuStomers
change routes or find uses for known car—type availabilities.
In essence, we are trying to get a better management of our
.assets, and at first we are zeroing in on equioment, and we
intend to expand this into train service as well.

The final item that involved our transcontinental line
refers to the establishment of Miles City routes with the
Burlington Northern, and this subjcct is onec with which you

are familiar. There is nothing of significance to report at
this time. i

A few other loose ends in this matter involve our giving a
progress report on the audit of our pool assignments, and it
was agreed that after the first of September we will be in a

position to re-assess our pbrocedure for providing computerized
revenue standard assessments.

We are continuing our programs of securing shipper funding
for the repair and modification of equipment. We just
recently had two cf cur River millers provide funds for
modifying 40-foot flour boxes to .become XF's so that they
could be assigned.

We are in ncegotiations with our sanitary paper shippers in
their coming up with some low-coslt boxcars under a short-
term lcasing arrangement for assignmant

TR .ears . on our
e al LT evdl s

FBES T

We recently assigned 100 jumbo'hoppurs to the potash induétry
in Canada, so as to indicate our interest in the long-term
identity in potash moving through the Duluth Gateway.




Savaral of the subjects presented have vet to be addressed,
and we intend gatting into developing run—-through serxvices
wita oreferrsed conncctions as we nove toward establishment
of tha coxe. The decision of assigning our eguipment out-—
side of the core bacause of the leverage effect has yet to
be determined. 2

vie have no: chosen Lo act on the restriction of the application
of 75~-car anit grain trains; rather, preferring to assess a

$50 surcharge bstween August 20 and October 31 for the use

of our covered hoppers at 3stations on our line.

We did aot particularly address the matter oi locomotive
utilization, but susseguent to cu¥ revort, it developed that
Wwith cartain zonservations because of the Ffuel crunch, =he
Opsrating feoa-tnont covld mova loconotive coyer iZxom the
castern znd of the railroad o Montzaa 30 as £2 run some

arain ErsiasWEsas the Morbaery Jiontana llaatolonr ROty

Paci ZSrs3e ) Thas o= we aave Badp elgnz Sgen. trains move,
averecing dal o S0-cazs o wneat 2nd parle s, arociucing

2PRE asely £120,900 In sevenue. ‘This wrasrsm has nad
sany ediidsi B He have cizturs=d busingss zhdc had Teean
take Crniralasa aqleg ket ol e L n b el ia e beiaice s Vel ne eIl
MiTma =L cenzisteat. service resulted ia. scmesprivate cars
eaning i Easedolsustidne, and ozl “ArhoEtantity, Ve nave lzeen
taking covrsred happars end twoning them from iiarlowton to
theddoasiimndEbaeltiedeight dovs. whenfomnerived = \Frookias
ruch as' 50 days woving in our regular sl tservice. R

In samraticn, ¥ feel that meny of the opportdnitics identified
in our original outline ayr~ belng addre#sged, end I iantend
providing Ifuxtiar r2ports 0L our DrogIess.

- (Signad) G. H. KRCHIBERG x

i, H. Xronb
Vice Presid
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