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V.M. MALANAPRPHY & ASSOCIATES, INC
§ CONSULTANTS TO MANAGEMENT

April 10, 1975

Mr. Roger Brower

Rail Planning Section

Michigan Department of Transportation
425 W. Ottawa Street

Lansing, Michigan 48933

4 Dear Mr. Brower:

This study is the analysis of the United States Rail-
way System Preliminary System Plan called for in our agree-
ment which is a supplement to Agreement #17 between Upper
Great Lakes Regional Commission and the state of Wisconsin
Department of Transportation.

The section dealing with the evaluation of the A. T.
Kearney Report is the work of G. W. Fauth, an expert in
Transportation Costing, and much of the material utilized
in this section has been used in testimony before the
) Commission by him as an expert witness in Ex Parte No.

L 293. He also contributed to the section evaluating the
o light density line analysis methodology.

Due to time constraints, a bibliography of the sources
utilized in the report was not included but through foot-
notes and references within the text, it should be apparent
what sources were utilized.

This report was prepared by V. M. Malanaphy and
Assoclates, Incorporated which is responsible for the
validity of the facts, the accuracy of the data, and the
soundness of the conclusions presented and does not necessari-
ly represent the views, policy nor final conclusions which
the Michigan Department of Transportation, the Wisconsin
Department of Transportation or the Upper Great Lakes
Regional Commission will ultimately adopt.

We appreciate the opportunity to assist you in your
planning efforts.

MICHIGAN | DEPARTMENT OF Sincerely,
TRAMSPORTA THON LIBRARY :
W R AB909 //// ////5;/,4 dof ) (/
LANSING ' V. M. Malanaphy,
: Pregident L
VMM:sd

SUITE 1201 ¢ 425 THIRTEENTH STREET, N.W.°s WASHINGTON, D.C.e 20004
(202)347-0033
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I. INTRODUCTION

On Friday, March 2}, 1975, the Michigan Department of
State Highways and Transportation acting on behalf of the
Wisconsin State Department of Transportation and the Upper
Great Lakes Regional Commission engaged the firm of V. M.
Malanaphy and Associates, Inc. to undertake a work pro-
gram, under the direction of Michigan Department of State
Highways and Transportation, as a supplement to Agreement
#17 between Wisconsin Department of Transportation and
Upper Great Lakes Regional Commission.

The overall objection of this undertaking was to
develop written testimony to be submitted to the Rail
Service Planning Office (RSPO} and the United States
Railway Association (USRA) regarding the adeguacy of the
analysis which was utilized as the rationale for the ex-
clusion of the Ann Arbor Railroad from the Preliminary
System Plan (PSP) issued by the USRA on February 26, 1975.

Under the agreement the contractor was to accomplish
the following analysis and any additional pertinent written
assessments possible within the budgetary and time con-
straints of the contract: .

1. Written analysis of the portion of "Analysis
of Railroad Operated Ferry and Litherage Operations" sub-
mitted by A. T. Kearney, Inc. to USRA dealing with the
Lake Michigan car ferry situation.

2. Crltlcal analysis of the methodology and
"factual" information utilized by USRA and submitted as
rationale for omitting most of the Ann Arbor (AA) from Con
Rail. This includes the lack of discussion of the included
portion from Toledo to Dundee, treatment of bridge traffic,
the segmented analysis, a discussion of the unit coal trains
and revenues, the treatment of proposals from solvent
carriers (D. T. & I.), the treatment of the sand traffic
potential at Yuma and any additional particulars.

3. Written analysis of the potential short and
long term profitability of selected portlons and the en- -
tire Ann Arbor Railroad.

4. Any other tasks which are pertinent and which
are within the financial and time constraints of this supple-
ment to the original agreement as deemed appropriate by the
Michigan Department of State Highways and Transportation.
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The contractor was given the date of April 10, 1975
as the delivery date of five copies of the final report
to the Upper Great Lakes Regional Commission and five
copies will also be submitted to both Wisconsin Department
of Transportation and the Michigan Department of State
Highways and Transportation.

On Monday, March 24, 19275, V. M. Malanaphy met with
John M. Chase, Jr. - Trustee of the Ann Arbor at corporate
headquarters of the Company in Dearborn, Michigan, and
advised him of the project and requested information that
would be helpful in conducting the assignment.

~ On Wednesday, March 26, 1975, v. M. Malanaphy at the
request of Mr. Roger Brower, Michigan Rail Planning Section,
accompanied him to Cadillac, Michigan to meet with members

-0of the Northern Michigan Railroad Users Association for

the purpose of obtaining their feelings on the proposals
set forth in the Preliminary System Plan. :

Mr. Chase notified V. M., Malanaphy on Thursday, March
27, 1975 that the information requested on Monday was being
gathered and would be furnished when he received a written
request. The following morning a letter explaining the pro-
ject and listing the requested data was hand delivered to
his office and left on his desk. Since it was Good Friday
the offices were not manned by any clerical personnel. On
Friday, April 4, 1975, a special delivery package contain-
ing most of the requested data was received with a letter

explaining that the report showing various traffic informa- |

tion for the year 1973 which had been furnished to USRA
was of a proprietary nature and could not be furnished by
him. 1Instead of the Monthly Carferry Cost and Car Count
Reports and the Annual Summary prepared by the Accounting
Department (year 1974) reguested, a statement showing Car~'
ferry costs, by ICC account was attached.

On April 3, 1975, a request was made to Mr. R. H.
Timson, Assistant Vice President - Marketing of the D. T. &
I. - Ann Arbor Railroads, in the absence of his superior
Mr. M. Barron on a history of the tractor-trailer rates
for the carferries since 1967. This information was re-
ceived via a special delivery letter from Mr. Chase on the
a.m. of April 7, 1975. -

Due to the lateness in the advice on the proprietary 7
nature of the traffic analysis and the absence of the re-

quested data on the carferry cost and volumes,.the analy51s"

MICHIGAN DEPARTMENT OF
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is not as detailed as planned but is sufficient to meet the
requirements of the work program. '

On Friday, April 4, 1975, meetings were held with
personnel in USRA responsible for the line density analysis
and the marine operation analysis sections. These personnel
were very cooperative and made their files and reproduction
facilities available to V. M. Malanaphy and his Associate
G. W. Fauth, an expert on Transportation Costing. Mr.
Thomas O'Connor who was responsible for much of the cost
formulae utilized in the basic-density analysis was not
present on Friday but he did spend two hours on the tele-
phone Monday, April 7 explaining the methodology and
answering all questions presented to him.

Also on Monday, April 7, 1975 a meeting lasting
approximately four hours was held with numerous personnel
in the Rail Service Planning Office - ICC.

The analysis contained in this report is based on the
records furnished by the carrier; the publications contained
in the bibliography and from the personal experience of the
author as a Marketing Officer of the Ann Arbor.

A request put forth by the Northern Michigan Railroad
Users Association was that the report be written in simple
language and any reference made to transportation terms
or concepts foreign to a layman's knowledge be explained so
that the report would be meaningful. To this end a glossary of
terms is contained in Section XI and it is recommended that
this section be reviewed for those who are unfamlllar with
traffic terminology. -

For reference those sections of the Public Response to
the Secretary of Transportation's Rail Services Report and
the United States Railway Association - Preliminary System
Plan sections dealing with the marine operational analysis and
line density analysis of the Ann Arbor are contained in Exhibits 1, 2 & 3. .

A better understanding of the report would be possible
through a map of Michigan displaying those lines which are
considered excess, the lines slated for inclusion in Con
Rail and the lines of the solvent carriers, but due to the
unavailability of such maps at the federal agencies and the
time constraints preventing this firm from preparing such an
exhibit, such a map is unavailable at this time. The United
States Railway Association is in the process of developing




such a map and reqguests by any interested party for such a
e map should be directed to that organization.




SECTION IX

SUMMARY

The Ann Arbor Railroad Company, a Michigan Corporation,
is a wholly-owned subsidiary company of the Detroit, Toledo
and Ironton Railroad Company, a Delaware Corporation, with .
headquarters at One Parklane Boulevard, Dearborn, Michigan.
The line was acquired in 1963 from the Wabash and has
operated as a separate subsidiary since then but under the
same management. The main line of the Ann Arbor runs north-
westerly from Toledo, Ohio through the state of Michigan
to Frankfort, pa551ng through the towns listed on Exhibit
#6.

~ From Frankfort, the railroad operates carferry service
to the Ports of Kewaunee and Manitowoc, Wisconsin. This
service includes the movement of passengers, passenger cars
and tractors and trailers in addition to rail cars. The
carferry fleet consisted of three vessels up until 1974 when
one of the vessels was sold for scrap. Since that time
another vessel has incurred a broken crank shaft and is not
in service nor are there any plans on repairing it or re-
turning it to service. Due to the inability of the one
vessel to provide service to both ports, the company

has embargoed shipments through the Port of Manitowoc where
the Ann Arbor connected with the Chicago and Northwestern
and ‘the Soo Line. At Kewaunee it connects with the Green
Bay and Western Railroad.

Two other carriers provide similar service. The
Chessie System operates vessels between Ludington, Michigan
and the Wisconsin Ports of Manitowoc, Kewaunee and Milwaukee.
-The Grand Trunk Western operates between Muskegon, Michigan
and Milwaukee, Wisconsin. Both of these carriers have in
recent months petitioned. the Interstate Commerce Commission
to abandon their carferry services.

The profitability of the company took a turn for the
worse in the late sixties and on October 15, 1973 the
company applied for reorganization under Section 77 of the
Interstate Commerce Act. Federal Judge Pratt appointed
John M. Chase, Jr. as trustee. - After engaging a consulting
company to evaluate reorganizZation potentials and as a re-
sult of their study, the Trustee advised Judge Pratt that it
was-non—reorganizable. Judge Pratt then recommended that

 MICHIGAN DEPA ARTMENT OF
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it be considered for inclusion in Con Rail as prov1ded
for in the Rail Reorganization Act.

The company continues to be operated by the management
of the D. T. & I. under arrangements with the trustee.

On February 26, 1975, the United States Railway
Association issued its Preliminary System Plan which

‘recommended that only that portion of the Ann Arbor from

Toledo to Diann where it connects with the D. T. & I. be
included in the Con Rail System. The portion from Diann
north was made available to the State of Michigan for
operation under subsidy provisions of the Act. The
original plan has since been revised to include two
additional miles to Dundee and has recommended the
Saline Branch of the Ann Arbor be served from a Con Rail

line.

According to the'PSP, markéeting will play a major role
in the success of the system and the plan has a chapter

dealing with the subject. BAnalysis indicates that no

marketing plan was utilized in the development of the system
nor has one been developed for the system. Instead the
chapter is an exposition on a marketing philosophy.

A market analysis was conducted as part of this study
and it indicates that a significant growth in traffic
originating or terminating on line has taken place in the
last six years and from all appearances would continue to
grow if service were maintained. The most significant
growth .is occurring on that portion of the line north of
Owosso which has been almost deveoid of traffic. This
growth is a result of the development of sand deposits on
the line by Sargent Sand Company. A plant at Yuma has been
in operation for over two years and a second plant has been

constructed and will commence operations this year at

Harlan. ~The shipments in 1974 totaled over 3,000 carloads
and projections are that the combined plants will ship
10,000 - 15,000 cars per year.

‘An analysis was also made of the'potential market for

cross lake traffic and this also indicates that the potential

for growth in this area is significant. The decline in car-
ferry traffic to date can be attributed to the reduction in
service and that a continued erosion of carferry traffic can

be expected if the present marketing strategy of the Ann '
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[ rbor is continued. The sales effort is being reduced,
advertlslng promotes a competitive route between a com-
peting road and its parent rather than via the cross
lake route and the service on the through train that ran
daily between Toledo and Frankfort has been reduced to
every other day.

G L&wMUQ Since the advent of longer rail cars and due to the
Co N w) fixed capacity of the vessels, traffic handled should be evaluated
WY o« by revenue produced per foot including a factor for the
"empty return experience of the equipment. It was demon-
strated through examples of existing taffic presently moving
that what appeared as high revenue traffic when evaluated
on . .a revenue per car basis turned out to the lowest revenue
producing on a foot basis. By being selective in the
solicitation of the traffic presently moving across lake,
a better product mix could be developed which could improve
the financial pllght of the company.

L\$}u

i ¢ v/gﬂ A review was made of the reorganization study conducted

& for the trustee and it was found to be of no value in this
J Fanaly51s because of the underlying assumptions and factors

}W i utilized in the analysis.

A review was conducted on the study of A. T. Kearney
which was supposedly utilized by the Association in their
determination of the exclusion of the Ann Arbor carferry
service from the system. This review found that the
study evaluated nine typical moves over various car-
ferry service alternatives and compared them with the all-
rail movement via the Chicago gateway. This analysis indi-
cated that the movements via all routes were profitable on
the aggregate for all alternatives with the all-rail move-

. ments having the lowest cost. However, analysis of the
‘v costs which went into the computations uncovered two signifi-
.cant errors and correction of these errors reverse the con-
 clusion reached previously and made the carferry alternative
the low cost method of movement. Neither study should be
considered as a measure of the profitability of the carriers
- participating in the moves since the analy81s was con-—
.cerned with the total through - put cost. -’

i

Review of USRA flles indicates that the firm originally
recommended a joint .carferry operation be retained at Luding-

ton for the system because of the slight differential between

all-rail via Chicago and cross‘lake via carferry. The same

MIC HGAN D‘EPARTMENT OF

'TEfW”Q@Ti=5%MS'ZBRARY ‘

h
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A review
"Criteria for

%ﬁ’gﬂmyﬁeport recommended that in the event a carferry service

! were not retained, the shippers in the state of Wisconsin
should be assured that the rates presently published as
a result of the sghort line miles via the cross lake route
would be maintained. This recommendatlon was also removed ;
from later reports. /¢ !{,5(_ 2

A S

ik .wvfwj £ A & [ T ot ﬁf‘ww‘"\v/ S‘T/() . .
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of the Consad report which dealt with the

Line Retention" indicated that the firm

gﬂ/had done a significant amount of research and had reached

4 k
. ggéﬁ} J%’ well-founded conclusions as a result of their research.

vy

‘*I Uﬂ Interviews with Association personnel developed that the
C%methodology developed by Consad was discarded in favor
%%“ of an internally developed system. This being the case,

M

! Lywwwﬁ'% little tlme - was exoendpﬁ on-.an_evaluation. of their \\ e

o ¥ | ™

A‘%n y’ IEG“ A review of the Association's light density analysis \
\ %Nwmg-?yb\ of the Ann Arbor Railroad indicated that the line seg- N
; Qz IV s ments utilized for their analysis were illogical but K

%ﬁﬁk@* ‘acceptable for analysis purposes. It was found -that they

: ﬁi \Mhad missed one station on the segment from Dundee to Owosso

e
J ¢4f x ffor viability

/

Overhead
Thompsonville
- {were the same
sEhis analysis

' concentration

that the Association had made no provision for overhead
traffic on the Owosso line segment which has the heaviest

-A great deal of effort was expended on analyzing the
- methodology of the light density line viability program
and it was concluded that it was an excellent tool for
Jﬁappr0x1mat1ng the relative profitability of branch lines.
It was also concluded that the only section of the Ann
&@ bor to which the formula should have been applied was
he Saline Branch of the Ann Arbor which amounts to 6.47
miles. The remalnlng 290 miles are main line and the

which generated 10,590 carlodds that year and the criteria

requlred 9, 174 ehrs so this segment was viable.

The segment from Owosso to Thompsonville did not in-
clude an analysis of the line with the projections of the
\¥ sand traffic as developed at the RSPO hearings as required
by the Act. The inclusion of these projections made this
( line viable as well.

traffic was included in the line segment from
to Kewaunee but since the car ferry costs
as those utilized in the Kearney report,
was considered invalid. It was also found

of overhead traffic on the system.

N A Qd\; Ny W
» f"dﬁk’ ﬁ‘ QL &p fﬂ AD :
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formula was never intended for use in analyzing main
lines. It was also found that the formula should not

utilized.

A cursory evaluation .was made of the impact-of the plan upon
; ng the viability of other carriers serving the state and it
g> was found that the plan, if implemented, would have an
- ‘) &ﬁ adverse affect upon the Detroit, Toledo and Ironton, the
k’ gDetroit & Toledo Shoreline and the Grand Trunk Western
“and would eventually disrupt the competitive rail trans-
portation structure of the state unless these carriers
were granted market exten51ﬁns or protective arrangements.

Q “ywjv§ AV - mﬁ7 @yyeﬁﬂﬁ> chkLkL
‘From the’ analYSlS it can be concluded that:
l. The Ann Arbor and its carferry were not , }

properly evaluated by the USRA and its exclusion from the
Preliminary System Plan was in error.

i ' 2. No line should be evaluated on a segmented

- basis unless the segments are logically put together,and %ﬁév{yi .
its origin and terminus determined on the basis of { vt
operating requirements or divisional junction points. LA 7W¥;

WM*C :
3. Any line considered for exclusion by the gg@“wﬁﬁ”{;é
system should be analyzed prior to approval on the basis '
v of industrial development potential or the development
of mineral deposits contiguous to it.i

-4, The discontinuance of carferry service cross
Lake Michigan by USRA would have a detrimental effect

upon the future development of the states of Wisconsin-
and Michigan since it appears they will discontinue the

N4t rates producedvia the use of the short line miles over
"those routes.

- 5. The Preliminary System Plan as it relates
to the State of Michigan requires further investigation
especially into the area of impact upon the viability of
the existing carriers who will be adversely affected
through implementation of the plan.

. , 6. The light density line criteria methodology
regquires further refinements before it should be accepted
, as a tool for the abandonment of lines.

y 7. The exten31on of markets by carriers hav1ng
s to a limited number of gateways should be granted
insure their continued V1ab111ty.
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To insure the continuing development of the states

of'Michigan and Wisconsin; protection of the public
interest, and the continuation of a balanced rail transporta-

~tion
that-

system w1th1n the state of Michigan, it is recommended

1. Responsxble state officials 1mmed1ately con-

)
EQey to the USRA and RSP0 the errors in the PSP as

hey relate to the exclusion of the Ann Arbor from
+the Con Rall System.

2, Investigation be made immediately into the

-means by which the Act or its scheduled implementation

date can be changed to insure the other lines pro-
posed for exclusion have been properly evaluated.

3. The Rail Planning Sections of each state
should be given sufficient time and resources to
evaluate the impact of the PSP upon the state or

states.

-4, A bi- state committee be establlshed to
evaluate the alternatives available for either the
retention of cross lake ferry service as it exists
today or alternatives for the future. Determina-
tion should also be made if the needs of all 1nterested
parties can be met through the continuance of a

.single cross lake service with access by more than
- one carrier.

5. A committee within the state be appointed
with representation of responsible officials from
Utilities, Railroads, Manufacturing Industry,

‘Agricultural Industry and State.Chamber of Commerce

to assist in the development and evaluation of both

.federal and state rall service plans.
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SECTION III

BACKGROQUND ON THE ANN ARBOR RAILROQAD

= The Ann Arbor Railroad Company, a Michigan corpora-

‘ tion, is a wholly owned subsidiary company of the Detroit,
Toledo and Ironton Railroad Company, a Delaware corporatlon,
with headquarters at One Parklane Boulevard, Dearborn,
Michigan. The line was acguired by the D. T. & I. in

1963 from the Wabash Railroad, and has been operated as a

= separate subsidiary since then but under the same manage-

i ment. The main line of the Ann Arbor runs northwesterly from
‘ Toledo, Ohio through the state of Michigan to Frankfort,
passing through the towns listed on Exhibit #6.

= ' From Frankfort, the railroad operates carferries to
the Ports of Kewaunee and Manitowoc, Wisconsin. An inventory

F ' - of the Ann Arbor Railroad carferry operations conducted by

L Consad Research Corporation, November 1974, developed the

data contained in Exhibit #4 pertaining to the physical

characteristics. 8Since the time of this inventory, the

b { City of Green Bay has been sold for scrap. In 1973, the

- ) Arthur K. Atkinson experienced a broken crankshaft and has

%N } * peen removed from service. The Viking is the only vessel
L the AA presently has operating and because of the restricted
EHIEN Q‘ ¥, Y capacity as a result of having only one vessel available,
i&? 7 the railroad has embargoed the Port of Manitowoc. The

operating rights to Manitowoc have not been abandoned as

has been stated in reports prepared by.- and for the USRA.

~ The. Port of Manitowoc permitted the AA to connect with the

Soo Line and Chicago and Northwestern. At the Port of

Kewaunee, the AA connects with the Green Bay and Western

Rallroad which is heavily dependent upon the carferry ser-

vice of the Ann Arbor and the Chessie System from Luding-

ton, Mlchlganrfor its survival. A stock acguisition of

the GBW by the-Burlington-Northern is presently before the

I.C.C. and the aqreement for the stock acquisition is con-

. ditioned. upon the ‘eontinuance of the carferry operation

N at Kewaunee. Theéiaquemegt of the Burlington-Northern feel

'

that a savings off 3 -5 dgys transit time on traffic which

ﬂ&\{% would normally moyve through the congeste Chicago gageway
i -

ould be realized threugh routing via tl
for movement beyond by carferry




675 The Chessie System also operates carferries to the

city of Milwaukee £¥Edm Wisconsin. The Grand Trunk and
Ch Western Railroad currently provides carferry service be-
B tween Muskegon, Michigan and Milwaukee, Wisconsin. Both
) of these carriers have recently petitioned. the I.C.C. to
£ abandon their carferry operations on Lake Michigan.

Each year it is necessary for these vessels to be
) o inspected by the Coast Guard in-dry dock. When the
Ll Viking is dry docked, the AA(bases/one of the G.T.W.
vessels in oxder to continue operations.

| s s
g% "The principal business of the carferry is the trans-
53 porting of railcars. The Ann Arbor's annual volume of
traffic in 1972 was 33,206 carloads across Lake Michigan.
In addition, there-were 17,751 empty cars moved for a total
of 50,957 cars. In 1973, 39,666 cars were moved -- 26,421 _
loaded and 13,425 empties. This represents a reduction of i
more than 10,000 cars per year from 1972, reflecting the
abandonment of the Manitowoc service." (1)

"In addition to the railcar traffic, the Ann Arbor
carferry also transports passengers and automobiles be-
tween Wisconsin and Michigan. This traffic is principally
composed of tourists traveling during the summer months.
Normally, six to eight automobiles and 20 to 30 passengers
are transported on each trip during the summer. Motor
carrier trailers are a small but consistent part of carferry
traffic. On the average, one or two trailers are trans-
ported on each trip." (2}

When the Ann Arbor 6perated either two or three vessels,
they ran on a schedule which was published and adhered to,
but with the operation of a single vessel there is no sched=-

. ule. :
P - violaled Jwm 2o Mcfsf“ |
Té - Exhibit #5 is ‘a 19 year synoptlcal history of the A /g }
N Arbor Railroad Company from 1949 through 1967. During that . kg,ﬁ

period prior to acquisition by the D. T. & I., it only had e #
one defiecit year - 1959. After the acqulsltlon it 1ncurred{ﬁ
two deficit years, 1963 and 1966.

(1) A. T. Kearney, Inc., Analysis of Railroad Operated
Ferry and Litherage Operations, U.S.R.A. Planning
Project No. 6, Page II - 4,

(2)  1bid, Page IT - 2.




I When the line was acquired, the D. T. & I. made sub-
stantial capital expenditures in converting twe of the car- ‘
ferries, one from coal to oil and the other to diesel power, §

o and in raising the super structure to increase clearances L

) so that the carferries could handle the high cube and multi-

- level equipment utilized in the automotive industry. The

r upgrading cost of the line was an estimated 15 million

dollars, the greatest portion .of which was furnished by the

D. T. & I. -

) Losses on the line increased after 1967 and on October

' 15, 1973 the company applied for reorganization undexr Section
77 of the Interstate Commerce Act. Federal Judge Phillip Pratt
appointed John M. Chase, Jr. as Trustee. Mr. Chase engaged

the consulting firm of Peat, Marwick and Mitchell to evaluate
Reorganizational Alternatives for the Ann Arbor Railroad.

Based on their recommendations, the railroad was considered
non-reorganizable under the provisions of Section 77, and

Judge Pratt recommended that it be considered for inclusion

in the Con Rail as provided for in the Rail Reorganization 5
Act. : :

e ' The company continues to be operated by the management
o of the D. T. & I. under arrangements with the Trustee.

On February 26, 1975, the United States Railway Associa-
tion issued its Preliminary System Plan which recommended
that only that portion of the Ann Arbor from Toledo to Diann

) where it connects with the D. T. & I. be included in the
L Con Rail System. The portion from Diann north was made avail-~-
3 able to the state of Michigan for operation under a subsidy
for two years as required by the Act. Since the original
" report was issued, the United States Railway Associlation has
e included an additional two miles northward to Dundee for in-
' clusion and has recommended the Saline Branch of the Ann
Arbor be served from a Con Rail line.




SECTION 1V

it THE ROLE OF MARKETING
j Qf IN UNITED STATES RAILWAY ASSOCIATION PLANS

\{L‘ . /(3/
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, i} iji Marketlng will play a major role in the Con Rail
system if it is to be successful. The Preliminary System

i %ﬁ, Plan points this out in Chapter 9. This chapter is pre-

Q}%wwﬁ\ gfaced with the statement that ..... "The Association be-

2lleves significant gains can be made in both the long and
hort term by adopting an agressive and reasoned rail
marketing strategy."

Simply stated, marketing is that process whereby a
corporation satisfies a customer's needs while at the same
time achieving the corporate objectives. Profits and the
payment of dividends is normally the prime objective for
the existence of a corporation but it is not by any means
the only objective.

%ﬁ The process of railroad marketing usually consists of:

1. Market Research to develop the particulars
pertaining to the market being analyzed. These partic-
ulars include such items as size of the market, com-
petitive conditions, cost to produce the service,

P degirability, etc. If the market under study is one
[ in which the carrier is participating, the research
e _ ‘ might be restricted to an evaluation of the profit-
" ability, continuation in the market or the develop-
ment of means to improve the profitability or share

of the market. '

Within this research is the development of
equipment de31gn and needs, service requirements and
other serv1ce factors which w;ll 1mpact upon the
carriers' cost.

2. Development of a Pricing Strategy is then
o made to determine what price level will achieve the
i) optimum results for the corporation. The optimum re-
o sults might be an enlargement, a reduction or a com-
plete forfeiture of its share of a particular market.

3. Development of an Advertising and Sales
" Strategy are then made and implemented.  This step is
one of the most critical in the processrbecause it is




the device which convinces the customer that your
product is better than the competitions if the
objective is to enlarge the market share. If on
the other hand, your objective is to reduce or for-
feit your share in the market, the strategy then
calls for a reduction or elimination in the ad-
vertising and sales effort.

4. Auditing of the program is the final step.
i _ This step measures the success of the program and
determines if it is achieving the desired results.
If it is not, the causes must be determined so
corrective actions can be taken. The auditing or -
quality control measurements of the service factors
inherent in the plan become a permanent part of the
day-to-day operation of the business. This phase is
accomplished through internal control systems and
feedback from the customer through personal contact.

Rail traffic is secured in a competitive environment
because one or more of the following factors influence the
party controlling the method and routing of his traffic:

R \
1. Rate Advantage \K it é{bﬂiw@$¢w&w
2. Equipment Leverage %Y L
3. Better Service [ s }
4. Effective Sales Force - o
5. Greater Reliability ﬂﬂﬁ’b
6.

Common Interest

While there are other factors, these by and large are
the. controlling ones.

[
[

p%w To have a rate advantage the traffic must be moving
}d{ Mwnder local rates or differential rates since most interline
o ‘A7 ¢ movements of traffic are moving at the same rate via all
B ﬁﬁj\@j carriers that can participate in the movement. Since rates
' are usually processed through territorial rate bureaus which
represent all the carriers in the territory, it is unusual
Y for a single carrier, acting on his own, to secure a rate
\ advantage over his competition on interline movements. For
\QL sinter-territorial movements it is just about impossible be-
K; EfQ§P cause the carriers in the other territory are protect-
j)lng the shipper of the same product within their territory.

The differential rate is normally the only rate advantage
granted in 1nterllne shipments and the establishment of
,y these rate$ “is Usually done on the basis that the route

over whi hey apply lave an inherent weakness in some
pyﬂ other é%ﬁ%fg@ch.a351less desirable route.

1
{
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&/ Eguipment leverage is secured when a carrier can

supply the shipper with the type and quantity of car

LA equipment best suited for his shipments. In this age of
spe01al equipment, this is probably the most influencing
factor in the procurement of traffic.

Qw/ Better service via one carrier over another in the

area of expedient handllng and reduced transit time is a
very critical factor in the transportation of high valued
commodities due to the impact of additional inventory costs.
On low-valued products this is not as critical.

‘ i U&x; Better service, however, is not restricted to only
ﬁ\ﬁ E\trans;lt time, but also 1nvolves such things ag carxr trajing, )
h ‘k ate guota ns, goo co catlons, etc. ey ﬁﬂzﬁww“wmjﬂkm
) Vg motspigns, soeq comppicetions.,
All other thlngs belng equal, the carrier that has the

most effective sales force will receive the large share of

[ a shipper's business. This is the area that has caused the

. greatest loss of traffic for most carriers. Today's com-

( plex distribution systems require consultative sales tech-
vwﬂ%{7 niques rather than the common practice of social entertain-

GN ‘ment. An effective sales force in the rail industry today
CK has to be one that can analyze and solve his customer's

.g$jkjﬁvék dlstrlbutlon problems.
L j‘ v 'Rellablllty of service can influence those shippers
W}K&ﬁﬂ*?ﬁf that want to minimize inventory levels while at the same

giéﬁﬁ &f;mﬂﬂ/ time minimizing the risk of stock-outs.
%ﬁ Sl . Common interest needs little explanation. If a carrier
5Lﬁkﬁﬁ \y is owned by the shipper or there 1is a relationship through
o J directorships, it will have a definite effect upon the rout-
% ' ing of traffic.

hﬁd The  Preliminary System Plan, as presented by the
fj Association, does not contain a marketing plan but rather
ﬁhfﬁ what the development of a plan might do for Con Rail. In
.kQ’? the section of the chapter on marketing dealing with oppor-
yﬁﬁ;&atunitieSLthe Association admits this with the statement
‘ "....The development of these precise strategies by the
Q A} Association for individudl customers has -not been feasible.."

I \\ A .
E&ﬁ#{ /V What is presented is not a plan but rather a marketing
\ ' ph'lo ophy, which from the examples used to 1lluqtrate the
';qgs they expect to 1mplement, appears to be the "maxi-

ion - of - revenue.
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&%\ To achleve the elimination of short hauls in order to
\}naXLmlze their division of the revenue will most likely
% result in a more costly operation; will definitely result
in-a poorer service and reliability, and in the long term
the eventual loss of the traffic. In the short term it will

increase cash flow and nothing more.

A marketing strategy for the "optimization of revenue"
o is what must be developed or else the new corporation will
iy ' be in reorganization in a short time. Traffic should be
B routed via those junctions that produce the optimum balance
in service and cost so that the customer's service needs
and the corporate profit needs are met,
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P%QANN ARBOR RAILROAD MARKET ANALYSIS

/‘,,
A
L% [\)&/

%3 ﬁj The Association in their Preliminary System Plan indi-
! f// tes that due to time constraints a marketlng analysis of

W he lines involved could not be done. It is felt that prior

0 , to the abandonment of any line or service in the system a
I marketing analysis of each line that fails the so-called
f \P’
de light density viability test be conducted.

&

On Exhibit #6 is displayed a six-year analysis of
traffic originating and terminating at on-line stations of
the Ann Arbor Railroad. The analysis is based on the years
1969 through 1974 and since one of the problems the Ann
Arbor has been burdened with, as stated by Mr. Nash of the
D. T. & I. in his testimony before the Rail Service Planning
. Office, has been the lack of on-line traffic on the section
[ of the railroad north of Owosso, the anaylsis divides the
Ann Arbor into two sections -- North of Owosso and South of
Owosso. It should be pointed out that these numbers re-
| present only loaded cars that either originated or termina-
ted at industries at these stations of the Ann Arbor and
in no way reflect the additional cars that are bridged over
the line.

In 1969, there were 16,441 loads handled at the stations
= south of Owosso and only 3,937 north of Owosso and a total
L ‘ of 20,378 for the line. Eighty-one percent of the traffic

- originated south of Owosso. By 1973, the traffic on the
line increased to 27,413 carloads and the most significant
cause of this was the .acquisition of the Saline Branch from
the Penn Central. A large Ford Motor plant is located on
this line and it can be seen from the entries for Saline

I that the traffic from this station has increased from 343 to

B a high of 3,987 in 1973. . In 1974 the number of cars at

this station decreased to 3,155 and this can be attributed

5 to the slump in the automotive industry. The addition of

b this traffic while contributing significantly to the growth
of the line in general had an adverse effect on the distri-
bution of traffic north and south of Owosso. It increased
the percent south of Owosso to a high of 85.7 in 1972 and
83.7 in 1973. 1In 1974 the ratio of traffic south of Owosso
was 77.7% or the lowest in the six year period.
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%f/ In the six-year period the traffic on the line has
5 increased over 20%. The traffic north of Owosso has en-

Ao

3
G

Kcountered a growth of over 40%.

j\/\

"inland deposits of this magnitude developed to date.
sand of this type has been mined from the dunes along the

Overall growth of traffic
on the line would have been significantly greater if the
downturn in the economy had not occurred. The average num-
ber of cars per mile of line has increased from 70.3 in
1969 to 85.2 in 1974. With overhead traffic included in
this number the figure would be in excess of 150 cars.
However, there is no significance attached to this number
other than the fact that there are those who feel that a
line is light density if it does not handle a specific
number of cars and then mistakenly interpret this as a
measure of profitability. Some feel that 33 cars per mile
is a good measure, others 75 and in a recent meeting with
personnel of United States Railway Association they felt

: Ufhat a branch line breaks—-even at approximately 100 cars

J7- per mile. _
mﬂguarantee a profit..

Quantity in any business does not within itself
To the gquantity must be added the
quality. A product mixed with a greater proportion of

v high mark-ups will require fewer units to produoe higher
proflts.

The growth of the traffic north of Owosso is attribut-
able to the development of sand deposits at Yuma, Michigan.
Testimony before the Rail Service Planning Office indicates
that this traffic should reach 10,000 cars per year in the
near future. The sand presently moves to a casting plant
at Cleveland, Ohio and is also belng considered for use at
a plant in the Detroit area. Other markets for the sand
are apparently being developed and negotiations for the re-
turn movement of spent sand in the same cars that moved the
sharp sand down to Cleveland appear promising. Another
sand plant has been constructed at Harlan, Michigan (just

~hoxth of Yuma) and is scheduled to go into operation this

year. The sand deposits on the Ann Arbor are the first

Most

shore of Lake Michigan and there is a movement by environ-
mental groups to put an end to this practice. This could

lead to further development of these deposits so that the

growth in this segment of the line would appear to be

assured.
i,

The growth of the sand deposits has been hampered due
to an investigation of the rates to Cleveland (I. & S.
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Docket No. 8808) by the Interstate Commerce Commission.
The case was instituted two years ago, hearings con-
ducted a year ago and a decision is expected shortly.

] : .
o ) g@ In the oral hearing held on the rate investigation,
&f’ Mr. R. C. Courtney, then Vice President of Finance of the
. A w)A_p Arbor, stated that if the sand traffic did materialize,
%} t" could make the Ann Arbor a.viable operation. Exhibit
#7 contains the pro-forma income and cash flow statements he
submitted in support of his testimony.

Other negotiations are being conducted, which are of
a confidential nature at this time, but if they are success-
L fully culminated, an additional 10,000 - 15,000 cars per
%" year could be terminated in the Cadillac area.

reas into the rural areas, the industrial development
otential along the Ann Arbor is good, provided the carrier

v j\//w"
;é”mqif Qé ‘With the shift of industry out of the major metropolitan
TE g - and the communities along the llne actively engage in such
.!Cﬁ ‘ wﬁx a development program.

;w# / : Car ferry figures for the year 1974 were not made avail-

| i able but the volume of traffic has probably decreased due to
\P’) the service curtailment of a one-vessel operation. An

-;_Gi} analysisg of the 1966 - 1% waybill sampling on a state-to-

'3%“‘ state distribution appears on Exhibit #8. The analysis is

L restricted to twenty states whose traffic was felt to be
i highly susceptible to cross lake routing because their
boundaries {all or part) lie above Chicago, Illinois. While
there would be a high coefficient of error in the results
obtained by multiplying this sample by a hundred, it will
be done for this analysis. This analysis indicates that
. there are approximately 649,100 cars susceptible to movement
via carferry. The analysis also showed that 437,000 of these
cars moved from west to east compared to 212,100 from east
to west or almost a ratio of 2 to 1. It is apparent that the
‘develcopment of a balanced movement cannot be achieved 1f any
' gspecial equipment is utilized. .

Exhibit #9 is a comparison of Ann Arbor cross lake !
~traffic with the potential market and the location of sales
offices. D. T. & I. ~ Ann Arbor maintain joint sales offices
at Atlanta, Georgia, Chicago, Illinois, Cincinnati and Spring-
f eld, Ohio, Dearborn, Michigan, Green Bay, Wisconsgin, New

, New York, Pittsburgh, Pennsylvanla, Toronto, Ontario




and Montreal, Quebec. The number o s;§g§2%g}sonnel in the

stat¥s studied for potential traffic is“indicated in paren-
kQQﬁFﬁ§SlS after the state on Exhibit #9. Only five of the sales

ffices have clerical positions for answering the telephone

Jf) or providing service to a local shipper. Recently sales
(XO\ offices in New England and Minnesota have been closed.

?rv&Jb The states of Michigan, Minnesocota, Ohio and Wisconsin
accounted for 74% of the actuwal traffic handled and in

9 VV;}@LMMa the sample these states account for 55% of the potential

£ traffic. It would appear that where there are sales forces
the Ann Arbor picks up a greater share of the market than

3
qﬁﬁiﬁé, it does where there are not.

(’}» .

&0 ’¢j%3 This confirms the findings of United States Railway

(Pﬁm Association expressed on page 112 of the Preliminary System
Plan which states,

&4
-1
l

"In order to learn more about how shippers i 7
view the advantages of competition, U.S.R.A. asked one of
‘its consultants (Simat, Helluson and Eichner) to gather a
group of knowledgeable shipper representatives to discuss
these issues. A few of the findings are pertinent.

Shippers believe that the "personality" of the
individual railroad is a significant factor in the treat-
ment of its customers =-- both large and small. Some small
railroads consider every account of major significance to
_ them, are generally successful at maintaining good communi-
B cations with their customers through personal contacts and
5 achieve efficient operation 1n all aspects of their business

- over which they have control.” :

» Carferries unlike rail yards can be considered as

o ' having a fixed capacity. Rail yard capacity can be in-—
‘creased simply by increasing the frequency of train depar-
tures until you have reached the maximum level of classifica-
tion or car handling. The rate structure of the maritime
reflects this inherent deficiency in that their rates are
published on a cube and weight basis rather than strictly
a weight basis. It would be impractical for the rail
carriers 0perat1ng car ferries to publish rates of this

; nature but there is nothing that prevents them from with
drawing from participation in rates that do not generate
sufficient revenue to meet their needs.
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A .
b Since. car ferries have a high cost of operation and

- fixed capacity, only high revenue traffic should be solicited
for handling via that route. Revenue per car is an indica-
tor of this type traffic and an analysis of Ann Arbor cross
lake traffic by origin and destination and average revenue
per car for selected states appears on Exhibit #10. However,
an analysis of traffic based strictly on revenue per car is
unrealistic since cars come in varying size. To be of any
value, the analysis would have to consider revenue per foot

. per car. In addition, the empty return ratio of the commodity
smov1ng in the car would have to be considered.

\

For example, Exhibit #11 contains Ann Arbor (Lake
Michigan carferry traffic (over 25 cars) by origin and
destination for 1973. Bulk commodities, because of their
high density, will unlikely ever move in cars in excess of 50
unless the gross weight per 4 axle car is raised significantly
higher than 315,000 pounds or the number of axles per car are
increased. Because of the contamination problems, cars

handling bulk.loads. normally have a 100% empty return. With
‘these assumptions a comparison of some bulk movements can be
made from data on Exhibit #11. From Kaolin, Georgia to
Minnesota 101 cars moved generating $14,781 Ann Arbor
revenue or an average revenue of $146.35 per car or $2.92
per foor on a one-way basis. Since the car must return =
empty this has to be halved so.the actual revenue per foot
5:.$1.46. Chemicals moving| (from Wyandotte to Wisconsin pro-
ce an effective revenue of\3,49)per foot. Steel and pri-
mary metals would also be high~dénsity and move in 50' cars
but might have a lower than 100% empty return ration be-

- cause of the ability to move these cars to the Chicago
marea for return loads. Assuming a 75% return ratio, it can
¥ be demonstrated that shipments of primary metal from Ecorse
to Wisconsin have an effective revenue per foot of $3.08

and between Sibley and Wisconsin, $3.47.

.Transportation equipment out of Toledo on the other
‘hand while appearing to produce a high revenue per car to
Minnesota ($3.20 per car) is . poor on a per foot basis be-
cause it is moving in 86' cars with 100% empty return or
$1.86 per foot. Cars from Brownstown to Mlnnesota produce
similar results w1th $1.13 per foot.

ThlS cursory analysis would indicate that the carferry
routing from an internal marketing strategy should be re-
stricted to cars 50' or less and minimums should be developed
internally as for what is acceptable. This change would
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| produce a product mix which would produce higher contribu- .
' tions to the company. It also demonstrates that any measure
of profitability based on units such, as revenue per car
& // or number of cars is meaningless. ﬂéﬂ«) (&d@p ‘ ﬁ;}u r
- ia 9 ”‘/7
mﬂ}y Analygis alsc indicates thatjg% sef@i%e )f} been main~ ?%wék

s \b .._tained at previous levels on a scheduled basis with an ex-

t \ ) panded sales force and an advertising program soliticing
3 traffic via this route, traffic would have remained at
. \\ previous levels or increased. There is also the possibility
i ﬁy that the Ann Arbor when operated by the Wabash had a more

o profitable traffic mix and that is what made the company

1, profitable. This can not be confirmed, however, without
J{ a detailed analysis of the movements and revenues then and
A M now. :

Vv

" o g e

) g@ ¥ J“F The marketlng strategy of the Ann Arbor today can only %Lﬁk
s QF\lead to a further erosion in carferry traffic. The sales U)w w
““)ﬁﬂjﬁ&/ effort is being reduced, advertising promotes a competltlve @}i f

1‘%54;;\

Y ; route between a foreign road and its parent rather than vxa
WAL & b £ d d P h h
: Qp‘dqﬁyr@ the cross lake route and the service on the through train 1;
' x =n§\ﬁh that ran daily between Toledo and Frankfort has been re-
ljkh_ﬁ\\%; duced to every other day.
IR RN |
SR Q-N" It would appear that the market is there but it is
UL T no eing tapped.
ﬁj\kp ’ t bei d
HERVARY
. X@p N Testlmony and statements to the press by top officials
N . of the Burlington-Northern indicate that the carferry route
an save 3 - 5 days over the route through Chicago, so for
‘Some traffic this is the service routée. . With the Chessie

==
~z,,,7(

X} System application for abandonment of its Ludington service

n (3 the G. B. & W. could make over 33,000 cars per year avail-

| \ able for routing through Frankfort. Stock acquisition of

%the Burlington-Northern would enlarge the traffic potential

because of equlpment leverage and the location of sales

offices.” Here again, the quallty of the traffic would have i
to be evaluated. , . _

Since entering bankruptcy, the Rock Island has been
imaginative in developing self-help programs, the latest
of which is a surcharge on cars originating or terminating
on their line. (See Exhibit #13). It is understood that]
the proposal has since been withdrawn because further fiJ
investigation indicated a large diversion of traffic to .
truck. Perhaps at a lower 1evel of charges the program (3* Mﬂ;@’*
can be successful. . _ ' qu)ﬁéf

7 o _ _ AT =
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. SECTION VI

2 A REVIEW OF PEAT, MARWICK AND MITCHELL
jﬂ REORGANIZATION STUDY

o) A review of the report of the Peat, Marwick, Mitchell
and Company which was developed for Mr. J. M. Chase, Jr. .

= Trustee of the Ann Arbor, was reviewed to determine whether

e it would be of any wvalue in evaluating the Preliminary

System Plan of the Association. The Peat, Marwick and

Mitchell report evaluated ten alternate operating plans

as reorganizational alternatives for the Ann Arbor.

Six of the ten alternatives appeared to generate
positive cash flows, three of which included a subsidy for
the marine operation. However, the conclusion which was
ultimately reached was that none of the alternatives which
3 they examined would appear to offer a flnanc1ally attractlve

3 creorganization situation.

The study and its underlying assumptions was found to
o Xk be of no value for this analysis and none of the data was
2 } utilized

W - - |
: Bj ﬂ& No marketing studies were made in the development of
Q revenue projections and the report recognlzed that cross
}; lake trafflg’was decreasing. &
i
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SECTION VII

s A REVIEW OF A. T. KEARNEY
& ' : STUDY OF CARFERRY OPERATIONS

The firm of A. T. Kearney, Incorporated was retained
by the Association to make an analysis of railroad operated
ferry and lighterage operations. As part of this work
program, a review was made of the sections of the final re-
port submitted which pertained to the Ann Arbor Railroad
oo carferry operation. In addition, the complete file of the
L United States Railway Association on the earlier submissions
- was reviewed as well as .internal critique of the plan.

L : ‘ ‘Prior to the discussion of the costs utilized in the
il Kearney report, it would be proper to note the carferry
costs - 1974 as supplied by Mr. Chase, Trustee of the Ann

y Arbor.

) Account 241 - Wharves & Docks 12,490.41
. Account 323 - Repairs 126,565.04
L Account 408 - Operations 1,267,364.39
e ' Account 409 - Health & Welfare 67,675.39
Account 414 - Insurance 120,409.80
' ‘ ‘ 1,594,505.03

- Depreciations
Wharves & Docks i, ¢4 A 15,240.72
QN&C} , Car Ferrlesf QW”% o {ba 344,579.52

w d/
&&(Q _y The depreciation égflects two vessels and for any
=’xﬁ st analysis on a one-boat operation should not include |
the cost of depreciation for a vessel which is sitting idle j
;%\ 7 ~as a result of a management decision. The Viking has a !
%\'\NL ' book value of $3,453,459 and its actual depreciation rate,
; as reported on its books and to the Interstate Commerce

/J/%“fﬂ M&gw‘ué‘ W58 325. 27
A

Commission, is 5.39% which would make the depreciation cost
:t%u) for a year $186,144. Total marine cost for the year 1974

™\ (wéj for cost study purposes should be $1,795,890. On page II -
b QQ: 15 of the Kearney Report it states. that ..."the total ferry
\ﬁﬂﬁ'- _ operating expense for 1974 (Kewaunee only) 1is projected to
%ﬁb be $2,739.000. If revenue to the Ann Arbor in 1974 averages

$223 per car ($l99 plus 12% 1nflat10n), it would yield

K o ' ﬁw\& | -}myfhwm W\.\ S pﬂ/L[\)
'. e Al ey “9
i - | i /quug *@4’Vﬂf

[l
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$4,268,000 based on the seven-month average shq&n in Table

SEe g

11~2. This leaves $1,529,000 from carferry traffic avallable
for use by the Ann Arbor to defray rail operatlng expenses."
Even with the depreciation for both Vessels 1nc;uded the
actual ferry cost was over-estimated by $ 784 675 jor an error

of 40% to actual.

It should be remember that

his basic

error 1is carried through in all the cost sfudies contained

in the report.

The study also p01nted out that the movements by commod
ity for the carferry traffic - 1973 totaling over 25 carsmg
of the traffic,

per year totaled 7,441 cars or only 283
suggesting that trafflc ig relatively dlspersed

largest shipments were found to be:

- Source: Exhibit IT-4.

The ten

ANNUAL NUMBER

ORIGIN 7DESTINATION COMMODITY . OF CARS
. Dearborn, Mishigan - Fordson, Minnesota 'Transportatidﬁ 324
_Emﬁ@nent
Green Bay, Wisconsin Detroit, Michigan Pulp, Paper 311
Sibley, Michigan Milwaukee, Wisconsin Primary Metal 275
Products
Green- Bay, Wisconsin Lima, Chio Pulp, Paper 272
Colloid Spur, Wyoming Flat Rock, Michigan Stone, Clay and
. _Glass Products 197
Norco, Saskatchewan Sims, Ohio Chenicals L 139
Saline, Michigan Fordson, Minnesota Transportation
: Equipment 133
“Green Bay,_Wisconsin Woodlawn, Chio Pulp, Paper 128
Green Bay, Wisconsin Toledo, Chio Pulp, Paper 112
_ Byron; Wisconsin Dayton, Chio Pulp, Paper 107
. Total - 1,998
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B After consultation with the client, nine moves were

selected for a cost analysis comparing the cost via all
T rail and carferry under different alternatives. The moves
ko selected and the commodities were as follows:

e ORTGIN . DESTINATION: COMMODITY

= Wisconsin Reapids, Wisconsin JerSey City, New Jersey Magazine Paper

‘Eg | Algcoma, Wisconsin | Pittsburgh, Pennsylvania Plywood

- Green Bay, Wisconsin Detroit, Michigan Disposable Diapers
Owosso, Michigan _ Kenosha, Wisconsin - Auto Parts
Green Bay, Wisconsin 7 Toledo, Ohio Bulk Cheese
Casper, Wyoming o Flat Rock, Michigan . Clay

i | Dearborn, Michigan St. Paul, Minnesota Transportation

I Equipment
Green Bay, Wisconsin Lima, Chio Paper, Pulp
Wyandotte, Michigan Milwaukee, Wisconsin Primafy Metal

' ‘ : .Products

As can be seen on table 5, page 5 of Exhibit #2, on the
average all moves and alternatlves were profitable. Three of
%Ehe moves on an individual basis lost money via the car- _
%“ngferry route and they were the moves involving the Disposable
; he Diapers, Magazine Paper and Wood Pulp, all items which have
ﬁﬁ been marked for an 8% increase in Chapter 9 of the Preliminary
System Plan, but this increase has not been reflected here.
.Jﬁ The revenue reflects the rate times the minimum weight which
k_“ » might not be the actual weight moving. The length of the
. Q-J;E\jcars invelved is not known so a comparison of the revenue per
Aﬁd foot with the arrived cost could not be made to determine
NE if the cost formula utilized reflected true costs.

As will be shown, the cost attributed by A. T. Kearney
in comparing the total ferry-rail costs with all-rail costs
substantially overstate the cost of the ferry operation and
substantially understate the cost of railroad operation via
the Chicago gateway. When such figures are corrected they
show that the through ferry-rail route between the same re-
presentative pairs of origins and destination is at lower
cost than the all-rail route. :
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Tables 3, 4 & 5 on pages 4 & 5 of Exhibit #2 show the
Ann Arbor carferry costs as developed by Kearney and the
comparisons of the cost for the selected movements previcusly
mentioned cia ferry-rail and all-rail. Table 5 compares
the costs via the two routes with the total revenue and al-
though it does show that the total ferry-rail costs (using
the present service operations) of $5,789 are less than the
total revenue of $6,406 by a substantial margin, it also
indicates that the corresponding all-rail costs for the
aggregate nine movements are only $4,794. This would indicate
on its face that the all-rail route is more economical than
the shorter distance ferry-rail route across Lake Michigan.
However, there are errors in both sets of costs which re-
verse this conclusion.

fuk
VM First, the costs shown on table 3 for the "marine

»Joperatlng costs" of the Ann Arbor Ferry are go far above
any costs previously calculated for that service (even by

. the Ann Arbor in an abandonment effort) as to be unrealistic

i and misleading. The basic error is that these "marine"
costs have been augmented by adding to them a substantial
amount of railroad expenses which are ‘incurred on land on
the railroad system of the Ann Arbor. The error is com-
pounded by the fact that the Kearney calculations have in-
cluded in the rail portion of the ferry-rail costs the normal
average rail costs of handling for the land movement. What
has happened is that the table has picked out certain of
the railroad costs (presumably actually performed on land by
the Ann Arbor in connection with the interchange and rail
transportation) and has added those to the marine costs.
However, they are already calculated into the railroad portion
of the costs on an average basis and the Kearney approach is
purely a dupllcatlon of costs.

On Exhibit #15 the "marine" costs as shown by Kearney
in -its study are listed and the necessary adjustments have
then been made to remove these railroad interchange expenses
and similar overstatements from the marine costs. ‘The ad-
justed items on lines 1 through 3 of Exhibit 15 are all
normal rail intexchange type costs. Agsume, instead of there
being a ferry, the G.B.&W. railroad interchanged with the
Ann Arbor at Frankfort. In that light, the existence of
Frankfort Station, the dispatching facilities and the car
inspection of the rolling stock on interchange at Frankfort
are all normal railroad operations which occur at an impor-
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tant interchange point such as Frankfort. Similarly, the
three locomotive units at Frankfort are there to service
local business, to make up the trains and to provide rail
linehaul service in addition to the limited function of
pushing carxs on and off the ferry. Even the latter function
corresponds to the interchange run which is necessary in an
interchange between two railrcads and should also be con-
sidered as reflected in the average rail cost figures which
have been added to the marine costs based upon territorial
rail costs. In view of these facts, the station, dis-
patching and car inspection costs costs have been removed
and, to be conservative, one of the three locomotive units
has been charged against the marine costs.

The next substantial overstatement in the ferry costs
is the $28,700.00 per month charged as depreciation in table

'3, which has been mentioned earller and should be $15,512

per month.

Another unusual item which hag been listed by Kearney
as part of marine costs 1s the "casuality costs" of
$14,300.00. Inguiries were made concerning that item to
the Ann Arbor accounting personnel and advised that they
could not identify such an item. Similarly, the listing of
$39,500.00 per month for "employee benefits" could not be
validated upon inguiry at the Ann Arbor. While such a
figure is sometines added to costs on an overhead type basis
at a particular percentage figure (e.g. 10 percent), here
that is evidently unnecessary because the various costs being
charged to the ferry, e.g., boat operation, boat maintenance,
etc. are all identifiable from the Ann Arbor's accounts and
include the employee benefit costs in them.

After adjusting out these clearly erroneous items, the
restated cost per month is $135,262.00 rather than the

'$228,250.00 per month shown in table 3 of the Plan. Using

the same number of loaded cars per month, 1,592, a realistic
cost per car for ferry service is $85.00 rather than the
$l43 OO shown in Table 3 of USRA's Plan.

The second majoxr erroxr in the Kearney costing relates
to the projected operating costs of an upgraded car ferry
as purportedly reflected on table 5. To begin with, the
projection of the operating costs of a new car ferry started

by assuming the same $228,250.00 current operating costs dis-
cussed above, which are really only $135,258.00. The principal
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error, however, is that the projection of the upgraded car
ferry by Kearney fails to reflect either of the two princi-
pal economies derived from such a new vessel, viz., (1) the
reduction in crew complement from 35 men to 24 men; and (2)
the addition of a second separate deck to handle tractor-
trailers and the substantial revenue which would be derxrived
there from at no additional operating costs for the vessel.
On Exhibit #16, this present operating costs of $135,258.00
have been restated and the additional $30,000 of expenses

has been added as on the Kearxrney projection. The ferry has
also been credited with revenue of $136,100.00 from the
tractor trailer traffic (assuming that the ferry would handle
only 46% of its actual capacity) and the crew costs have been
adjusted in the amount of $14,667.00 to reflect the crew re-
duction. Both of these adjustments are based directly upon
Appendix A to the A. T. Kearney study which indicates pre-
sent car ferry revenue of $54. per tractor trailer one-way
(App. A-4 and a capacity of 42 tractor-trailers per trip,
App. A~6,7). Also added is the financial costs of an $18
million ferry of $90,000.00 per month, a factor which Kearney
had not included in its projection. After all these adjust-
ments, including the financial costs of the ferrxy, and giving
effect to the new traffic estimate of 3,913 cars per month
handled by the new ferry as shown in the Kearney report, the
average cost per car would drop to $27.00 with a new boat

© operation. :

The third major area where the Kearney study has erred
is in its computation of the all-rail costs wvia Chicago. It
is notorious in the transportation industry that Chicago is
the highest cost and slowest moving switching district in the
country. Yet, the Kearney study gave no effect to and took
no cognizance of this extraordinary situation. Instead, it
simply used the average interchange costs throughcout the
East and West and ignored Chicago interchange costs. This
operation involves typically two linehaul carriers plus an
‘intermediate switching carrier; as compared with the normal
interchange operation which involves two carriers. Therefore,
to reflect the Chicago switching operation.it is necessary to
add one additional interchange cost above the normal single
interchange costs. Exhibit #17 shows the additional costs
attributable to the Chicago interchange. . '

Using the Exhibit #17 data, costs have been calculated
for two complete interchanges at Chicago including 5 days
total time, and then subtracted from the regional cost for
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interchange between two carriers. The resultant figure

is the added cost of the Chicago interchange, above and
beyond the normal interchange costs built into the Kearney
study. As indicated on page 2 of Exhibit #17, the added
cost for the Chicago interchange would average $68.25 per
car when indexed up to 1974.

The important point here is that the added cost of
the Chicago interchange almost eguals the entire present
ferry cost per car of $85.00; and it exceeds the projected
operating cost of $27 per car on an upgraded carferry.

Exhibit #18 summarizes the cost comparisons between
the ferry-rail movements, both on the basis of the present
carferry and an upgraded carferry, and the all-rail costs
for movements via Chicago.* As shown there, for 7 of the
9 representative selected movements the ferry-rail route is
presently lower cost than the longer all-rail route. Taken
collectively, the costs for the 9 ferry-rail movements via
" the present ferry or an upgraded ferry compare with the all-
rail movements as follows:

COMPARISON OF TOTAL MOVEMENT COSTS
9 Representative Movements)

All Rail Costs $5,409.00
Present Carferry-Rail 5,267.70
Upgraded Carferry-Rail 4,745.70

As shown, either with the present boat or with an upgraded
boat the ferry-rail total costs are lower than the all-rail
costs. This means that the basic premise upon which the USRA
plan recommends cessation of the Ann Arbor carferry service
is erroneous.

While not reflected in the Conclusion concerning the
carferry in USRA's Plan, the Kearney study went into seven
criteria bearing upon the retention/abandonment issue. And
it generally found that such non-cost criteria favored the
retention of the carferry vs. diverting the traffic to all-
rail routes via Chicago. Even on the cost issue, it ac-
knowledged that Conrail would have the ability to route
traffic sufficient to fill the carferry and thus reduce
substantially the cost per. car via the ferry route (p. II~-20).

The other criteria found pertinent in the Kearney study
are listed helow: ' :

*Total revenues are shown as given by Kearney and are re-

stated to show the full impact of general increases authorized:

in 1974 L



l. Effect on Green Bay & Western Railway
2. Supply of empty cars to Noxthern Wisconsin;
(3 : 3. Transit time on ferry route vs. Chicago;

4. Effect on maintaining present competitive
e rates to and from Wisconsin;

5. Environmental.

kﬁ A preliminary submisgsion of the report recommended :
i that the differential between all-rail and a combined car- . :
ferry operation at Ludington was so slight that the s&r-

ﬁ} vice should be retained. It should be pointed out that

R the costs nor the revenue reflected in this exercise are
those of Con Rail or the Ann Arbor because they represent

£ the through cost and revenue over the entire move. There-

5 ' fore, they are not indicative of the profitability of a

S specific carrier but rather that of a particular movement.

P . In addition to the preliminary report recommending

L the retention of cross lake service, it also recommended
that the Wisconsin shippers be given protection as to the
continuation of the rate structure based on the short llne
miles produced by the carferry routes.

- It should be pointed out that none of the studies to
date have shown that carferries, if built as a continuation | ‘
of a highway system, could be financed out of the highway l éﬂ
fund with 70% of Federal funding. It would have to be Qazhﬁ&ﬁ" ;
operated by either one of the states or a bi-state agency. :
Charges based on operating costs would have to be assessed :
but only those funds put up by the state would go into the
amortization so the depreciation and cost of capital costs <

would be reduced by 70 percent.




SECTION VIII

A REVIEW OF THE CONSAD REPORT

Consad Research Corporation prepared for the USRA a
report titled "Criteria for Line Retention.” The report
was reviewed but no analysis was made of the mathematical
formulae utilized in the model for determining line
viability because it developed at a meeting with USRA
personnel that the Consad formulae were basically dropped
and new ones developed internally based to a large degree
on the Canadian method of evaluating branch lines for
government subsidy. A great deal of research went into the
Consad report and it included a review of methods used by
other countries. Some of the conclusions or evaluations
made by the Consad are relevant to this work program.
Direction quotations from the report on the evaluation of
the British and Canadian methods are as follows:

"Differences between the Canadian and the United
- States economy and rail systems makes direct use of
Canadian Experience a matter for cautious analysis.”
Page 91.

"Perhaps the most significant and sobering con-
-clusion to be drawn from the British exXperience is
that a large reduction in track mileage through
abandonment did not necessarily lead to a total
system viability. British route mileage was re-
duced by 35 percent from 17,800 miles in 1961 to
11,500 at present, yet after earning small profits
in 1969 and 1970, the system incurred losses in 1971
and 1972." Page 1ll4.

In discussing various aspects of the line viability
‘analysis, the following remarks were worth repeating.

"Statistically valid operating surveys and
engineering studies would do much to close the know-
ledge gap vis-a~vis individual line segments. Al-
though the Association has undertaken considerable
research in these areas, time and resource con-
straints Lave been limiting factors in their develop-
ment." Page 27.




.......

"The most straight forward, but the least effect-
ive method of projecting future revenues generated by
a branch segment would be the use of a statistical
trend or forecasting model. The use of such models
requires the assumption of a maintenance of the
status quo, not only in regional growth patterns, but
in railroad operating and marketing procedures as
well..... Intengive research should be conducted on
each branch segment to determine the economic trends
and current development plans of the area being served
by the branch. Only with this data can a realistic
determination be made of the future traffic and
revenue potential of the branch lines under considera-
tion." Page 275. :

"For many branch lines and secondary main lines,
-overhead traffic will constitute the major portion of
traffic handled on the line; it is therefore necessary
that such traffic be analyzed and included in the
viability analysis. Failure to include these over-
head traffic revenues and avoidable costs may in-
validate the viability analysis." Page 185.

"Although it has been estimated that 30% of all
USRA segments under study have bridge traffic, it is
believed that there are relatively few cars involved
.on most of these lines and hence the net carrier
revenue will be relatively small. There are some
obvious exceptions to this, specifically, the Ann
Arbor Railroad and the trackage on the Delmarva
Peninsula. It is, therefore, recommended that a
zero percent retention factor be used unless a signifi-
cant amount of traffic on a segment that moves as
bridge traffic can be identified." Page 189.

- It is also interesting that Footnote #3 on page 127 of

-the Unlted States Rallway Association - Preliminary System
‘Plan states "Both forecasts include the revenue and tonnage

for the branch lines that are under consideration for abandon-
ment. It has been assumed that the losses on these lines will

be sub51dlzed and that the traffic will remain on the rail-
- roads.
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SECTTON IX

A REVIEW OF UNITED STATES RAILWAY ASSOCIATION LIGHT DENSITY
ANALYSIS OF THE ANN ARBOR RAILROAD AND CAR FERRY

EXhlblt #3 contains the USRA line density analysis of
the Ann Arbor upon which their recommendations were based.
The way in which the line segments were selected is not
known but whatever method was utilized, 1t is illogical
for evaluating a rail system. A point in case is the
USRA line no. 1300 which is described on pages 1 and 2 of
Exhibit #3. The line segment supposedly starts at Dundee
(Milepost 22.8) and extends to Owogso, Michigan {Milepost

106.0).

The USRA-Preliminary System Plan includes the segment
from Toledo to Diann, where the line connects with the
D. T. & I., in the proposed Con Rail system. At Diann
there is a yard at which the Ann Arbor - D. T. & I. inter-
change cars and if the Con Rail Corporation was to inter-
change cars with whomever was to take over the line north
of Owosso, there would be no way of doing it.

On page 2 of Exhibit #3 the analysis for this segment
is contained as well as the traffic data and operating
conditions which went into the analysis. In their pre-
liminary analysis they state that the segment is a loser
and recovery of costs would require approximately a 125
percent increase in traffic or a &5 percent rate 1ncrease
over the 1973 levels.

Exhibit ﬁﬁ_contalns the traffic data for six years on
this line and it can readily be seen that Dundee generated

10,590 cars in 1973 and these cars have not been included

in the Association's analysis.

Utilizing the Association's formula of the need for
an increase of 125 percent in the number of cars to make

‘this segment viable would require 9,174 cars. It can be,

therefore, concluded that this line is viable by the
Association's criteria when the traffic figures are revised
to include the 10,590 cars generated at Dundee and missing

from the analysxs.

P




-
o
=}

The next segment analyzed 1is the portion from Owosso
(Milepost 106.0) to Thompsonville, Michigan (Milepost 270.3)
and this analysis appears on pages 2 and 3 of Exhibit #3.
This section also fails to meet the criteria for retention
and it also requires a 125 percent increase in traffic or
an 80% rate increase over the 1973 levels.

As mentioned in the market analysis, the sand as pro-
jected at Yuma is materializing and this information is
contained in the Association's section on information pro-
vided by RSPO, shippers and government agencies on page 3
of Exhibit #3. The average revenue per car in 1973 for
this segment was $214 and the total was $1,122,655. An
80% rate increase would mean a need for $898,124 additional
revenue to make thlS line viable by the Association's
standards

. A review of the underlying work papers for the -analysis
indicates that the gsand.traffic on this line generates

an average revenue per car of $252 per car which would in-
dicate that an increase in sand traffic of 3,563 cars would
make the line viable. An increase of 1616 cars occurred in
1974 and the shipper and receiver have both projected annual
carloads in excess of 10,000 or an increase of 8663 more
than twice the number requ1red and this has been ignored.

“An evaluatlon of the segment from Thompsonville to
Kewaunee is on page 4 of Exhibit #3 and . since the cost of
float operation reflects the same errors in A. T. Kearney's
report, the conclusions reached from an analysis based on
the erroneous numbers is. likewise erroneous.

However, it is interesting to note that the Association
has included the ferry traffic in their analysis which con-
gists of a significant amount of bridge traffic. On page
350 of the Preliminary System Plan the Association explains

how they have handled overhead traffic in the analySLS and

the explanation ig as follows:

"The net revenue from traffic overhead to the
‘branch required special treatment. The gquestion-
naires indicate the volume of overhead traffic
for each line, but overhead traffic exists on
only a few of the lines under analysis. The
analytical complexities arise from two sources.
First, ConRail operations probably will result
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which refers to Mr. Nash, attorﬁgy for D. T. & I., and

‘the C & 0.

it was concluded that it was an excellent tool for approxi-

in the re-routing of a significant but as yet
unknown proportion of the traffic. In addition,
use 0of a line to provide service to overhead
traffic necessarily will require provision of
local pick-up and delivery service on the line.

Second, the impact of the overhead traffic on
a line's viability is difficult to evaluate
lacking such critical information as the
commodities involved, the total length of
haul and the revenue realized by the carrier.
Without such specific information, the analysis
can only be carried forward on the basis of
general averages. Due to these complexities,
the reported results of the viability analysis
exclude the effectg of overhead traffic. How-
ever, the recommendations reflect the required
use of the line for overhead traffic."

On page 1 of 5 of Exhibit #1 there is a footnote #20

his details of traffic on the Ann Arbor and within that
description is his remarks concerning the Ann Arbor acting

as an intermediate carrier on a unit train operation from
Toledo to Owosso and Mr. Shoemaker, President of the D. T. &
I., states on the same page that the line is used for hauling
approximately 5 unit trains per week between Toledo and Owosso.
This would approximate 26,000 cars per year and in no part

of the Asscciation's anaylsis is this given consideration.

At the meeting with the Asscciation personnel, we were
adviged that the Association plans on moving the traffic them-
selves to Midland and Essexville. It was pointed out that they
did not have a line into the area because they were also
recommended for exclusion. With that, it was explained they
would obtain trackage rights from Detroit to this area over

A great deal of effort was expended on analyzing the
methodology of the light density line viability program and

mating the relative profitability of branch lines. It was
also concluded that the only section of the Ann Arbor to

which the formula would have application is on the Saline
Branch. Exhibit #14 shows the branch line mileage of the
Ann Arbor and it amounts to 6.47 miles. The remaining 290
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miles are main line and the program was never intended
for use in analyzing main lines.

o
i
i
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L

It should be pointed out that because of the type

i costs utilized in the formula, it does not meet the

' standards set up by the Commission for the evaluation of
o lines for abandonment.

i
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SECTION X

THE IMPACT OF THE IMPLEMENTATION
OF THE PRELIMINARY SYSTEM PLAN ON THE VIABILITY
OF QTHER CARRIERS SERVING MICHIGAN

"The Associlation believes that protection of competition
comes before protection of competitors. USRA cann ol neglect
competitive impacts on rail carriers in the Region but where
the interests of these carriers may conflict with the in-
terests of creating the best long run sclution for con-
sumers generally, the latter course must be favored.”

Page 110, Preliminary System Plan.

With this preamble it is rather obvious that the well-
being of some of the smaller carriers in the state of
Michigan will be jeopardized with the implementation of the
plan as it now exists. From a brief review of the carriers
serving the state it would appear that the three carriers
whose viability could be seriously affected are the Detroit,
Toledo and Ironton Railroad, the Detroit and Toledo Shore
Line Railrcad and the Grand Trunk & Western.

Approximately 60% of the D. T. & I. traffic originates
or terminates within 15 miles of Dearborn, Michigan and
mainly from five plants that are open to a numbexr of
carriers, the Con Rail system being one of them, A unit
train presently handled by them originates at a Con Rail
mine and determinates at-a utility served by both of them.
Three through trains a day are delivered by the D. T. & I.
to the Penn Central at Toledo or South Charleston, Ohio.
The D. T. & I. has a trackage right agreement over the
Ann Arbor from Diann to Toledo which is an important gate-
way to them and which is slated for inclusion in Con Rail.
Without consideration to the charges that Con Rail might
access in comparison to whay they now pay to the Ann Arborx,
it is rather obvious that the traffic moving via this gate-

way will be impacted significantly by the plan.

The reason the D. T. & I. was able to pick up a great
deal of this traffic was due to its modern classification
yvard at Flat Rock, Michigan and the service impairments
brought about by insufficient plant capacity in the Detroit
area on the parent company Penn Central. One of the areas
slated for improvement .in plant is the Detroit terminal.
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The D. T. & I. will probably lose a significant portion
of this traffic when the impairments are corrected with
Federal assistance and through the eqguipment leverage
the Con Rail system will be able to apply with a car
fleet as planned.

With such an emphasis being placed upon intermodal
traffic by the Association, it can be assumed that such
an expansion will impact upon the other carriers within
the state. Trailer on flat car or piggyback was originally
conceived by the carriers as a device for attracting
traffic that was moving via highway. Rates and accessorial
services were maintained at a level high enough to dis-
courage the diversion of traffic from boxcars. 'In recent
years, this policy has changed and the large carriers
through rate devices are using it as a means of invading

.the territories of other carriers.

Both the D. T. & I. and G. T. W. are heavily dependent
upon the automotive industry for a major portion of their
traffic. Many of the plants from which they derive their
traffic are either open to switching or served jointly
by them and what will be Con Rail. A great many points
that this traffic is destined to or from will be on the
Con Rail system and is susceptible to diversion.

- The Con Rail system apparently will be permitted
to shed itself of all branch lines it deems marginal
in nature. The solvent carriers in the state will be
burdened with their branch lines and the cross subsidiza-
tion that is associated with them.

'wec:svz 'MN DEPARTMENT OF

TRANSPOR: ATION LIBRARY
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SECTTION XI

CONCLUSIONS

From the analysis it can be concluded that:

1. The Ann Arbor and its carferry were not
properly evaluated by the USRA and its exclusion from the
Preliminary System Plan was in erxror.

2. No line should be evaluated on a segmented
basis unless the segments are logically put together and
its origin and terminus determined on the basis of

operating requirements or divisional junction points.

: 3. Any line considered for exclusion by the
system should be analyzed prior to approval on the basis
of industrial development potential or the development

of mineral deposits contiguous to it.

4. 'The discontinuance of carferry service cross
Lake Michigan by USRA would have a detrimental effect
upon the future development of the states of Wisconsin
and Michigan since it appears they will discontinue the
rates produce via the use of the short line miles over
those routes.

, 5. The Preliminary System Plan as it relatedg
to the State of Michigan requires further investigation
egspecially into the area of impact upon the viability of
the existing carriers who will be adversely affected
through implementation of the plan.

6. The light density line criteria methodology

'requires further refinements before it should be accepted

as a tool for the abandonment of lines.

7. The extension of markets by carriers having
accegs to a limited number of gateways should be granted
to insure their continued viability.

y
/
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SECTION XIT

RECOMMENDATIONS

To insure the continuing development of the states

of Michigan and Wisconsin; protection of the public
interest, and the continuation of a balanced rail trangporta-

tion
that:

system within the state of Michigan, it is recommended

1. Responsible state officials immediately con-
vey to the USRA and RSPO the errors in the PSP as
they relate to the exclusion of the Ann Arbor from
the Con Rail System.

2. Investigation be made immediately into the

-meang by which the Act or its scheduled implementation

date can be changed to insure the other lines pro-
posed for exciusion have been properly evaluated.

3. The Rail Planning Sections of each state
should be given sufficient time and resources to
evaluate the impact of the PSP upon the state or
states.

4. A bi-~state committee be established to

~evaluate the alternatives available for either the

retention of cross lake ferry service as it exists
today or alternatives for the future. Determina-

tion should also be made if the needs of all interested
parties can be met through the continuance of a

single cross lake service with access by more than

‘one carrier.

5. A committee within the state be appointed
with representation of responsible officials from
Utilities, Railroads, Manufacturing Industry,
Agricultural Industry and State Chamber of Commerce
to assist in the development and evaluation of both

federal and state rail service plans.
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= SECTION XIII

GLOSSARY O TRAPFFIC TERMS

T

S Abandonment of Operation on a railroad implies a

L cessation of service over a line or segment of a line coupled
with the intention not to resume guch service or use and
requires permission of the I.C.C. (1)

Arbitraries are charges to be added to the basic
rate for the benefit of short or weak lines of railrocad and
# acerue to that carrier before the division of revenue is
A made amongst the participating carriers.

[ Branch Line -- a branch line is commonly distinquished
i from an industrial track, vard track or siding in that branch
lines serve one or more stations beyond the point of junction
with the main line or another branch line.

Bridge Traffic is traffic that neither originates or
terminates on a carrier's line but instead is bridged over
e that carrier's line bhetween two junctions of another carrier
e or two junctions of the different carriers.

‘Class Rates are the basic price structure of the carriers
and apply only in the absence of commodity rates. A class
rate is in effect on all commodities between all points served
by railroads. It is made up of two essential elements: the
digtance factor, called a "rate basig number", and the trans-
portation characteristic factoxr called a "rating". (2}

Commodity Rates are constructed on a variety of bases.
The three most common types are:

1. Commodity rates which are specific rates pub-
lished to apply on a specific commodity or group
of related commodities between specific points
and generally wvia specific routes.

2. Commodity rates which are not published to
apply between specific points but are expressed
in terms of column numbers. These rates are
often, although not always, tied to a class

(l). Akron and Rarberton Belt-RaR. Abandonment. of
Operation, 239 ICC 250,254 .

{2) Flood; Kenneth U., Traffic Management Second Edition,
William C. Brown, Publishers 1965, Page 138. ,



rate scale. In this respect they are similar
to exception ratings.

3. Commodity rates applicable on mixed freight.

The terms "all-commodity rates", and "freight, all kinds"
are used interchangeably. (3} .

Coordinated Service is when two or more carriers
coordinate the scheduling of their operations gso that traffic
between two points over their lines moves in an expedient
manner.

Crogs~Subgidization is the condition of the profitability
of one portion of traffic or segment of the railroad supporting
another portion of traffic or segment of the railroad that
ig not covering the cost of handling the traffic and is not
making a contribution toward the overhead costs..

Differential Rates are usually thought of as a re-
duced form of rates. There are two common situations in
which such reductions are deemed necessary. First, there
is the situation where two routes are involved, one a so-
called standard all-rail route and the other a so-~called
differential route. A differential route can be either an
all rail or a rail water or some other combination of carri-
ers over which service is less desirable than over the stand-
ard all-rail route. The differential rate is established
between two points served by both types of routes by deduct-
ing a fixed amount from the rate applying over the standard
route between the same points. (4)

From New England.to many points in the United States
via the more circuitous routes of the Canadian carriers,
there are differential rates. (5) The rates were imple-

‘mented to attract traffic to the longer and more time con-

suming route through Canada. Sufficient traffic developed
over these lines to enable it to become the service route
between many points.

Division of Revenue - "Division" is a Railroad term
relating to the allocation of a portion of the total

(3) TIbid. Page 150
(4) Tbid. Page 160

(5) Lloyd Bros. Co. V. G.T.W. R.R., 227 ICC 479.




revenue, by and between two or more carriers participating
in the movement of goods from the point of origin to the
point of destination. FEach railroad participating in the
carriage or movement will receive some revenue, a division
or proportion of the total freight paid by the shipper, for
its participation in the movement of goods. This division
of revenue is accomplished either voluntarily by and between
the carriers or in the final analysis through the powers
which the Interstate Commerce Commission hasg in the fixa-
tion of divisions, or through the Federal Courts. A mileage
prorate is a common method for the determination of the
division of a rate by the use of the ratio of the mileage
performed by each individual or group of carriers with re-
lation to the entire service., However, this is not the
only method of the division of revenue. There are numer-
ous methods such as actual mileage prorate, short line
mileage prorate, first class rate prorate, commodity rate
prorate, going rate prorate, average rate prorate and
revenue rate prorate.(G) Very few, if any, of these methods
could be a reflection of the individual carriers' cost of
handling the traffic, but it could be said that a mileage
prorate probably covers mileage variable costs.

Embargo - The Interstate Commerce Commission has
stated "the carriers have the right, in order to prevent
complete paralysis of their operating facilities, to pro-
tect themselves by embargo against the acceptance of
freight." As a temporary measure, an embargo suspends
transportation service but leaves the rate structure un-
disturbed and cannot be used as a permanent measure to con-
trol traffic movements. To be legal, an embargo must be
issued for good and sufficient reasons. (7)

F.0.B. Destination - If the terms of sale are F.O0.B.
(freight on beard) destination, the shipper is responsible
for all costs incurred until the goods exit the doorway of
the car and retains legal title to those goods until that
time. (8)

(6) William N. Meade, Some Aspects of Railroad Division of
Revenue, and the Interstate Commerce Commission, An
Original Paper Submitted in Partial Fulfillment of the
Reguirements for the Certification of Membership in the
American Society of Traffic and Transportation, Inc.

(7) Flood, Page 246

(8) Ibid. Page 337




F.0.B. Origin = If the terms of sale are F.0.B.
(freight on board) origin or a named shipping point,
the shipper is responsible for all packaging and shipping
o costs until the goods enter the rail car and retains legal
b title to those goods until that time. Freight costs for
' the movement of the goods to destination are the receivers'
responsibility. (9)

Gateways — are geographical points which are normally
_ : terminating points or junction points of a number of
b carriers over which the divisional split of revenue breaks,
B i.e., Chicago, St. Loulis, Cincinnati, etc.

Interchange Point - is the point where two carriers’
lines connect either physically or through a switching
carrier and where a car passes from the account of one
railroad to the account of another. It is also the point
upon which the mileage prorate or division is based.

Interline Traffic is traffic that either originates
_ on another carrier (interline received) or terminates on
[ another carrier (interline forwarded).

(e Local Rates - a local rate is assessed for trans-

P porting a shipment between two points when the line-haul

o service is performed by one carrier. Additional switching
service or pick-up and delivery service performed by a
second carrier has no effect on the structure of the rate.(10)

- Local Traffic is traffic that both originates and
5 terminates on the same carrier.

.Long Haul - is when a carrier has traffic routed
over, onto or off of his line via a route that affords .
him the greatest division of che through charges. This
greatest division usually reflects the longest possible
distance over that carrier's line for that particular route.

Main Line is the line or lines of a carrier that ex-
. tend from the origin point of that carrier's system to the
11 terminating point of that system oveir which the preponderance ;
i of traffic is moved. |

(9) Ibid. Page 337.

(10) Ibid. Page 153



Minimum Weight is the least weight at which carriers
will compute freight charges or apply certain rates, for
example, the lowest weight on which the carload rate would
apply. (11}

Operating Agreement is an agreement between two or
more carriers permitting the movement of traffic via
other than tariff routes for operating convenience. For
revenue accounting and rate-making purposes the tariff
routing applies.

Overhead Traffic is traffic that neither originates
or terminates on a carriers' line but instead is bridged
over that carriers' line between two Jjunctions of another
carrier or two junctions of the different carriers.

Per Diem is the car rental charge a using carrier pays
the owning carrier while that car is on his line. This
charge is currently based on a daily rate depending on
the car value and mileage rate.

Rates are the published charges for the movement of
goods between two or more points.

Routes are usually defined as an arrangement, ex-
press or implied, between connecting carriers, by which
they offer through transportation service from a point
on the line of one to destination on the line of another. (12)
The poerson paying the freight charges has the right to
select the route over which the traffic will move.

Short Haul is when a carrier has traffic routed over,
onto or off of his line via a route that produces less
than his maximum division or revenue.

Short Line Miles (Docket 28300 Miles) - In Docket
28300 (1945) the I.C.C. prescribed and the carriers
established a uniform scale of class rates between all
rajilroad points in the United States east of the Rocky
Mountain. As a result when a commodity moves on class
rates only, a producer in every section east of the Rocky
Mountains is able to ship to any market on the same mile-
for-mile level of rates. (13) In this case, the Commission

111) 1bid. Page 221

(12) Thid. Page 153

(13) ibid. Page 138
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established distances between points computed by determiﬁing
the shortest possible rail routes by which cars may be
moved without transfer of lading.

Surcharge is a charge, approved by the Commission,

that is in addition to the published freight rates and

is usually of a temporary nature.

Through Rates can be defined either as the charge
applying to an interline shipment or as the sum total of
all rates that apply via a through route.

Through Trains are trains which are assembled at origin
in such a manner that the movement of the train between to
points is not interrupted due to the need to re-sort or
classify the cars within the train. This method of operation
permits trains to move through crew charge points or inter-—

change points between two carrlers without breaking the

train.

Trackage Rights - The Interstate Commerce Commission

has defined the term "Trackage Rights" as the right of

one carrier to use the tracks of another for a compensa-
tion usually varying with the extent of the use. L. A. &
T. Ry.Operation, 170 ICC 602,606.

© MICHIGAN DEPARTMENT OF
TRANSPORTATION LIBRARY

LANSING 48909

(14) Ibid. Page 153
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Al Franlfort i Toledo

The 292 mile Frankfort to Toledo line is operated by
the bankrupt Ann Arbor Railroad Company?® and
serves the communities of Fraokfort, Elberta, Pomona;
Yuma, Cadillac and McBain in Zone 165; Farwell,
Claire, Mount Pleasant, Shepherd, Alma, Ithaca and
North Star in Zone 162; Elsie in Zone 161; Owosso,
Durand, Oak Grove, Howell and Hamburg in Zone
160; Whitmore Lake, Pittsficld and Milan in Zone 153;
and Dundee, Diann, Federman and Toledo, Ohio in
Zome 113, The DOT Report declared all but three sep-

" ments of the AA potentially excess. The three segments

are: Owosso to Durand (Zone 160); Whitemore Lake
to Saline’ (Zone 153); and Dundee to Toledo, Ohio
(Zone 113). '

According 'to Kent ‘P. Shoempaker, President of the
DT&I, it would be impractical for the AA to remain in
business to operatc these non-¢onnecting line segments.
Mr. Shoemaker contended that the cost of breaking up
the AA south of Owosso into three segments is difficult

_ to justify when it is possible to preserve a viable north-

18 Stock of the Ann Arbor is owned almost entirely by the De-
troit, Toledo and Ironton Railroad Company which manages ia
affairs under arrangement with the trustee,

Yot

south route which by-passes Flint and Detroit. In sup-
port of this contention Mr, Shoemaker said that the
entire trackage between Toledo and Owosso is used to
haul approximately five unit trains of coal a weck to the

. Bay City-Midland-Saginaw area. The DT&I is prepared
Tto acquire pertinent parts of the AA’s trackage that

191

complement its operations and is willing to explore the
possibilities of operating those properties of the AA for
which a rail service continuation subsidy may be pro-
vided, ' o .

Mr. Shoemaker also pointed out that the DOT Report
does not consider the traffic potential of the sand de-
posits at Yuma nor the main line function of the AA as
part of a transcontinental rail routing using its cross-
lake rail car ferry service between Frankfort, Michigan
and Kewaunee and Manitowoc, Wisconsin.®® Testimony
supporting the continuation of the ferry service was sub-
mitted by a number of individuals, Paul Treska of the

UTU pointed out that continuing the car ferries would .

prevent the bankrupicy of the Green Bay & Western
Railroad in Wisconsin, which is heavily dependent on
cross-lake traffic. The Seafarers International Union of
North America, representing employees of the car ferries,
testified that the car ferry is one of the most ¢conomical
modes of transportation and elimination of the ferries
would increase unemployment and welfare payments and
reduce the Frankfort area’s tax base. Among the busi-
nesses using the ferry are the Ameel Distributing Co.;
Art Brockman, Inc., which shipped 25 carloads of heavy
machinery in 1973; and the Packaging Corp. of America,
which moves approximately 600 caricads of pulpboard
via the ferry annually.

In 1972, the AA ferry hauled 78,808 caroads of
freight and 2,254 tractor-trailers, According to Frederick
C. Nash, attorney for the DT&I, of the AA’s total gross
freight revenues of $10,588,410, $6,460,772 was re-
ceived from the car ferry operation.?® Mr. Nash pointed
out that the AA has little or no on-line business over the
greater portion of its rail line between Frankfort and
Owosso, and the AA’s on-line business south of Owosso
is incapable of supporting the car ferries under present
conditions. Mr, Shoemaker contends that the cross-lake

12 According to William R, Thomas, the ferries City of Green
Bay and Arthur K. Atkinson are docked in the Elberta-Frankfort
harbor (Betsy Bay) and are out of service until repairs can be
made. Mr, Thomag reported that the AA has only one operating
ferry at this time.

20 Mr, Mash stated that the AA’s remaining traffic came from
the following four main sources: traffic originating or terminat-
ing at a cement shipper in southeastern Michigan ($1,394,600);
traffic originating or terminating at an auto parts producer in
southeastern Michigan ($338,900); traffic originating or terminat-
ing‘at an automobile manufaciurer in Toledo, Ohio ($332,600);
and a unit coal irain operation which AA bandles as an inter-
mediate carrier (between Penn Central-Toledo and Penn Central-
Owosso) for a chemical plant and public utility at Midland and
Essexville (Bay City), respectively ($1,009,900),

EXHIBIT #1
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‘ car fem} opcratioﬁ of the AA cannot be made cco-

" nomically viable and self-sustaining, agd no railroad

i

service.

4 should be expected to conduct these operations without
i+ subsidy from those who beneﬁt from the retention of this

The dlﬂ“xculucs of the AA, accordmg to Mr. Nash
i“s have already been amply cxplamed to the Interstate
“ Commerce Commission in car ferry abandonment pro-
ceedings brought before the Commission. M.
stated that the Commission denied permission to the AA
to abandon its car ferry routes between Frankfort and
Manitowoe (Finance Docket No. 26373). The Commis-

Nash

Tab!e ‘i.:aG Tmfiic Preme- Frankf@ri to Toledo

l Ratl user
Zone 165
= Morth American
' Cold Storage Co.
Cherry Central
. Cooperative
«y o Pet Milk Co

Co.
I-i  Glassland Fruit
e Coop.-
Volger Lumber Co.
M. Walters and Co.
Sargent Sand Co,

Mitchell-Bentley
Corp.
Wickes Corp.
Sandell Storage &
s Wholesale
Cadiilac Malleable
Iron Co.
St. Johns, Inc. -
McBain Co-op
Falmouth
. Cooperative Co.

Brooks and Perking,

F “Ine,

v . Red Milt Lumbes
CO. ..

|| Zone 162
: Reynolds Chermical

Products Division,

Hoover Ball &

Bearing Co.
Great Lakes Gas

Transmission Co,
Sciter Brothers

Lumber, Inc.
Bader Milling Co.
Con Agra

o .

L4 Smeltzer Orchard Co,
Luedtke Engineering

I Cashway Lumber Co

Rail user .
Dowell, Division of
DOW Chenicals
Fertino Baverage Co.
Mt, Pleasant Salvage
and Steel Co,
Alma Iron & Metal
Crippen Mfg. Co,
Alma Plastic -
Fotal Leonard, Inc.
-(Mt. Pleasant)
(Alma) -
Gratiot Metals Co,

Ithaca Roller Mills

Whitman Industrics;

Page 2 of 5

VCommod:'ry 1972
Wine, beer '

Serap iron ] ‘
Scrap iron 32 )

Chemicals, plastic

- Petroleum products, pipe

Steel, scrap
metal 23
Grain, . :
ferttlizer 127

36
0

" 3660

80
12
120

10
481

44

185
12

170
92

116

12

170-200

57
4

48

51

228 .

78

4,000

15
82
12

1,9202 -
10,341
108-145 108-145 108-145

Estimated carloads

1973 Projected

20
500-600

25-30

36
4-8
108-121

125

86-96

12

Inc, 9
E.mmated carioaa’s
Commodity 1972 1973 Projected Lee L. Woodward
. i . Sons, Inc., .
. o : North Star Blevator :
Tin cans, Co. Grain
cherries - Michigan Bean . ‘
L Elevator Co, Beans, grain 135
Cherries, sogar o T
Frozen food . Zone 161 .
products 106 Borden, Inc,,
Fruit e Chemical Division
Construction materials 4 Zone 160 :
) L, Genesse Stamping Co.
Cherties .. . . 7 2% Subsidiary of Aetna
Lumber . 11 11 Industrics, Inc.
Christmas trees 125 ‘ Owosso Iron & Metal
: Poundry sand 1,400 ~ 4,000- Co, Scrap iron
. : 10,000 Standard Lumber &
Intcrtor automouw I Supply Co. ]
trim assemblies 440 . Drayco Corporation 24
" Lumber, insulation = 11 Chevron Asphalt Co. 4-8
. Bruce Products Corp. '
Foodstuffs 96 31 Glaser's Elevator &
Coal, coke, ‘ Lumber Building products
clay, metals 192 262 600 Corunna Elevator &  Agricultural
Furniture 16 Coal Co. products
Fertilizer 45 . Lott Elevator Co “ Fertilizer,
Fertilizer, feed grain, Inc. grain 34
building materials, . Actns Industries, Ine, '
coal 45 45 Zone 1 53‘
Pallets 791 Ford Motor Co, . .
. ) : _ (8aline) Automobiles
Building material ' 3 American Foundries )
. . Co. Coal - i3
Wickes Corp. Lumber
Milan Lumber Co. Lumber 12
) Zone 113
100-150 Toledo Blade Co. ‘
e : Dundee Cement Co,  Cement
" Gas pipe R T 504 Cone Elevator Co. Feed, grain
Lumber o R 75 - 1The company also ships 25 trailers a year via piggyback but
Grain, fertilizer .61 since there are no loading ramps in Cadillac lhcy are trucked
Feed, raw materials . 69 . . to Grand Rapids,
Lumber . ... . .47 2 Figure is for the past five years,
. 192 ..
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“sion now has before it the AA’s application to abandon
..all its car ferry routes and a portion of its line north
| and west of Thompsonville, Michigan (Docket No, AB-49).

Mr. Shoemaker expressed concern that the DOT Re-
_port will discourage the location of any new industrics
\-on the AA in southeast Michigan, an arca which ac-
‘“cording to all projections will be entirely populated and

industrialized before many years. A traffic proﬁlc of the
_ ?::'\AA is contained in Table 150, : -

L " Opposition to the abandonment of the line was voiced
i by the Traverse Bay Area AFL-CIO Central Labor
i Councxl for the following reasons: it would cause closing
i lor relocation of local factories; alternative transport
modes are not available; transportation costs would in-
~crease; and 200 Frankfort residents, employed . either
‘adirectly or indirectly by the AA might be laid off. Ac-
cording to the Benzie County Board of Commissioners,
=; the existing unemployment rate in the Frankfort-Elberta
iarea is 13.4 percent. Pet, Inc. stated that the Frankfort
“area is a particularly poor one for truckers because they
. normally have to “dead head” from Chicago or Detroit
in order to pick up local outbound shipments, A forced
L+ ghift to motor transportation would increase Pet Milk's
- freight bill by an estimated 25 to 30 percent. In 1972,
! Pet Milk used the AA ferry for 48 one- way trlps and 16
% round trips.

Ty »—_>

One of the more important users of the AA line is the

</ Sargent Sand Company of Yuma. The company has in- -

..} vested approximately $700,000 in the development of
the sand resources served by the AA. During its first
z+: year of operation, in 1973, the firm shipped approxi-
o4 mately 1,400 carloads of foundry sand. The firm projects
" an ultimate need for 10,000 rail cars per year. Testimony
.. supplied by the Cadillac Area Chamber of Commerce
: indicated that negotiations are now underway to trans-
““ port used or spent sand back to Wexford County. Based
on present operations and plans, this could mean an ad-

| ditional 5,000 to 10,000 inbound carloads per year on

| the AA. Additionally, according to the Chamber, Sargent
is reported to be constructing a new sand pit at Harlan
4 near the west border of Wexford County. Removal of
'\ sand from the Yuma pit has important ecological ad-
vantages in that it would preserve the Lake Michigan

-+ dunes near Ludington. It is the conteation of Bernard

counties. of Benzie, Manistee and Wexford contain many
. hundreds of millions of tons of high quality industrial
sand. He anticipates that a number of other sand com-
panies will move into the area in the next few years to
develop the sand deposits. Mr. Sterk stated that Michi-
.+ gan produces more industrial sand, not mcludmg ‘;lllca,
.. than any other state. :

Ford Motor Co. sces abandonment of the AA 23 A

‘ major problem because of the movement of sand from

Sterk, a partner of the Sargent Sand Company, that the -

Yuma. Ford now moves 40 carloads of sand a week to
its Cleveland, Ohio casting plant and its potential traffic
to Cleveland and to its Michigan casting center in Flat
Rock, Michigan would be 10,000 carloads of Yuma
sand per year. - :

* The Cadillac Arca Chambér of Commerce which
voiced ‘disapproval of the abandonment of the PC also
opposed the abandonment of the AA, The Chamber's
position on the proposed rail abandonments has been
discussed previously. Table 151, which contains a listing
of those companies that presently utilize the AA, was
supplied by the Cadillac Area Chamber of Commerce,
The Chamber noted that an iron working business, which
would generate an estimated 100 carloads per year, is
considering focating on the AA in the Cadillac area.

Seventy-five Michigan members of the Institutc of
Scrap Iron and Steel support retention of the AA. One
of them, Gratiot Metals Co., stressed that the nature of

_its traffic requires service by rail and that increases in
the price of steel scrap indicate that shapments will in-
crease in the future.

Robert A, Peacack, of Cad'ﬂiac Malleable Iron Com-
pany, estimated that using trucks to transport raw ma-
terials would increase his firm’s yearly freight bill by
over $§150,000. Mr. Peacock illustrated the problem by
showing that the cost to the firm to move coke via rail-
road is $8.10 per tom, whercas coke moved by truck
costs the firm $16.75 per ton.

The Mitchell Rentley Corporatmn furmshes interior
automotive trim assemblies to Chrysler, General Motors,
and other automobile manufacturers. According to Wil-
lard C. Haight, of Mitchell Bentley, Chrysler and Gen-
eral Motors require that 2l deliveries to their plants be
made by rail. The firm anticipates its rail usage will in-
crease by 20 to 25 percent. If this line is abandoned, the

. company expects to terminate the employmcnt of 300 to
" 350 employees.

leum products, located in Mount Pi:asant and Alma,
stated that the distance and size and weight factors as-
sociated with moving drilling equipment and pipe pre-
clude the use of motor carriers as an alternate mode of
© transport, : .
Sidney Smith, President of the Mount Pleasant Arca
Chamber of Commerce, reported that 1,000 carloads
are generated in the Mount Pleasant area annually.
Sonoco Products Company is constructing a new plant
and accompanying rail siding in Shepherd, which is ex-
pected to be completed in July 1974, Sonoco will em-

" ploy 35 people. The proposed elimination of the AA .

- trackage is expected to create severe handicaps in the

provision of adequate transportatlon serwces for thisr '

plant.
-The Gencsee Shmpmg Company curremly Toutes its

193
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rail cars to Kenosha and Milwaukee over the AA car
ferry. Loss of this routing is expecited to add one to
two days transit time delays to Genesee's shipments,

The Corunna Elevator and Cozal Co. of Corunna and
Glaser’s Elevator and Lumber of Vernon are both
located north of Durand (Zone 160) on portions of the
AA that DOT considered viable. They reported concern,
however, that the DOT proposal would disrupt the cus-
tomary service and, by leaving the AA with only in-
operable segments of main line, would result in loss of
service io all stations,

The General Manager of Stores at the University of
Michigan testified as to the importance to the University
of service by the AA,

The Thompson Beverage Company is located in Ann
Arbor on a spur from the AA. Tt received 42 carloads
in 1973 and expects to double its traffic by 1980, Ninety-
eight percent of its traffic arrives by rail since rail is the
only economically feasible mode of movement from
California.

Rhe Tech, Inc. has a plant on the AA at Whlimore
Lake. It received 2,000,000 pounds of material in 1973
and considers continued rail service essential to its
growth. . o

According to Thoma: J. Fegan, rerresenting the
Washtenaw County Metiv Planning Coiuaission, the
loss of direct north-south rail service to Toledo, which
would result from the abandonment of the AA between
Pittsfield (Zone 153) and Dundee (Zone 113), would
severely reduce mdustnal development potcntlal along
this corridor.

Representatives of Dundee Ccmcnt Company pointed
out that requiring the AA to maintain rail service west
of Owosso, including the ferry operation, has caused it
to incur heavy losses, thereby dooming the eatire line.

Tab!e 151: Tr.;if“ﬁc Pi‘ufiie of the Cadiliac Areamw?a

o Originating

Rai! user Commodity carloads
Brooks & Perkins, Inc, Dockwood, plywood .5
Kraft Foods Cheese 8.
Mitchell-Bentley Apts 241

- 5t. John's, Inc. Furniture s 23
J. Hofert Co. Christmas trees : 39
Brehm Tree & Land  Christmas trees - - 23
I. Fogel Co. Christmas trees : 15
Lee Swallow Lumber ] 1
Bud Gernant - Christmas trees ‘ ‘ 1.
John P, Minock Hay . 2
Associated Pipeline  Pipe : R |
“Sargent Sand Company Sand ) - L378 -
Eugene Green Christmas trees | . 2
Brenteson Whse., . Christmas trees .15
Ron Cochrane ‘Christrnas trees o 5
M. Walter Co. Christmas trecs * Y- 97
Harris & Thomas Chiristmas trees 1

: ' "~ Total:

1,861

- . Terminating

Rail user . Commodity carloads
Brooks & Perkins, Inc, Limestone, lumber, plywood, :

) balsawood, coal 87
Cadillac Auto Supply Paper 1
Cadillac Candy Paper 4
Cadillac Co-op Fertilizer 1
Caditlac Mectal Casters Clay and sand 11
Cadillac Malleable Iron Brick, clay, coal, coke, sand, o

scrap iron 297

Cadillac Rubber & ’ . ;

Plastics Rubber and carbon black 39
Consurners Power Co.  Poles 5
K&K Feed i
Harris Grain 1
Kysor of Cadillac Lumber 12
Mid-State Fruit, Inc.  Paper 3
Mitchell-Bentiey Apts and racks 249
Quality Beverage Beer 12
Sandell Storage Foods 25
Fribune Record Newsprint 1
Western Concrete Brick 16
William-Dahlquist Coke 1$
Wickes Lumber Co, Lumber 8
Shell Pipeline Pipe 13
Lee Swallow Lumber 4
Consumers Power Co. Engines '3
Marion Grain Fertilizer, feed, coal 17
Marion Lumber Lumber 8
McBain Co-op Lumber, fertilizer, feed, '

o roofing 49
McBain Grain Feed and fertilizer 5
Ellens Farm Equip-

otent Agricultural implements 3
M. Fenema & Sons Agricultural implements - 1
Clayton Taylor - .

(Lucas} Coal 17
Michigan Consolidated '

Gas Co. Pipe coating 18
Dunn Brothers Machinery i
Ann Arbor RR Spent sand o1
J. T. Sandell Storage  Food 96
Joseph Supply Cement 1
Consumers Power '

(Mesick) Transformers 1

{Copemish) Poles -1
Milarch Nursery.

{Copemish)} Trees I

Total; 1,032

Tolédo Blade Co. reported that, because of the AA’s

proximity to the Blade Dbuilding, it provides the most
convenient service of any railroad serving Toledo.
Toledo Blade also reported that a truck trailer can haul
23-26 paper rolls compared to 80 rolls in a rail car

~and that the vse of trucking would necessitate finding

additional storage for papcr which at t‘ns time is non-
existent, : '

Great concern over the potential increased transporta-
tion cost of a shift to motor carriage was expressed by

. the Chevron Asphalt Company, Dayco Corporation and
Lott’s Elevator Company. The Chevron Company al-

- EXHIBIT #1 .= . -
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Jeged that the increased cost of shipping via tank truck
would result in the loss of its competitive position. Tott
£ Elevator has plants at Cohoctah and Oak Grove on the
~ AA. Tt serves area farmers as a grain market and a

: , source of feed and fertilizer. Loss of rail service would
| _ cut business in half and cause Lott to discharge five or
six emaployees. It would have taken 450 semi loads carry-
ing an average of 800 to 00 bushels per load to move
the grain which it shipped in 68 rail cars in 1973, Lott
stated that fihding sufficient trucks at harvest time would
be almost impossible and that farmers would lose about
$50,000 per vear or 10 cents per bushel. Cohoctah is
located 12 miles from a Class A highway and it would
cost $49,000-550,000 per mile or about $600,600 to con-

. vert the connecting road to Class A. During periods
when the frost laws are in effect, loads are cut 40 per-

t

cent to cotnply with weight limitations, \ b

SOURCE: The Public Response to the Secretary of Transpor-
tation's Rail Services Report, Volume III -
Mid-Western States. '
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Railroad Marine Operations

The Association’s aﬁalysz'é of ratl service tn the Northeast and Mid-

- west tncludes review of éar—ferry_ operaiions, principally those across

Loke Michigan, Chesapeake Bay end New York Harbor. Marine
tmﬁspw'éation providles @ special Service to shippers, but it hasimposed a
substantial financial burden on the bankrupt carriers. Many existing
facilities and most of the vessels seon will have to be replaced or rehabili-
tated lo make the level of service more safe and efficient. The capital
expenditures.needed to complete such a project would be considerable,
This chapler explains the methods used to analyze car-ferry opera-'_
tions. In essence, these systems were considered as tight-densily . branch
lines and suﬁject fo the same analylic procedures. The Associaiion has
concluded that due to. the high cost of modernizing the existing car-ferry
fleet and facilities, ConRail should not be responsible for mainiaining

* and tmproving marine operations. As a resull, these lines would become

avatlable for the subsidies outhorized in T4ile IV of the Regional Radl-
Reorganization Act of 1978, : : a
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Most marine operations of the bankrupt railroads

- in the Region have been declining for many yesrs,

These operations include:

Ann Arbor Railroad— ‘
Lake Michigan Car Ferry Service
. Penn Central—

Cape Charles, Virginis, to Little Creek (Norfolk),

Virginia, Car Float Service
Penn Central, Erie Lackawanna and Lehigh Valley—

New York Harbor Ca,r Float and nghtemge‘

Services
Reading Company—
Delaware River Car Float Service
Mackinae Transportetion Company— - -
“Mackinac Straits Car Ferry Service

The Ann Arbor service on T.ake Mickigan, which has
retained & reasonably substantial volume of traffic, es-
sentially is part of a secondary through route in con-
nection with the Green Bay & Western Railway. Simi-
larly, the Cape Charles-Little Creek service is a link
in a through route of secondary importance, although
local factors are also involved. Traffic on this marine
route also has held up relatively better than on the
others.

The New York Harbor and Delaware River opera-

‘tions are essentially local in nature, handling traffic be-

tween rail terminals and waterfront locations not di-
rectly on the lines of the operating companies. The

- Mackinae Transportation Company’s Mackinac Straits

service forms a bridge between little-used branch lines.

Car-ferry operation is much more expensive than
train operation on a per-mile basis. On a typical car
ferry, 35 men perform the work that 5 men accomn-
plish moving the same amount of traffic over rails. The
cost of maintaining a ship and float bridges exceeds
the equivalent cost of track and locomotive mainte-
nance, and the ship uses much more fuel than a Ioco-
motive. The economics of car-ferry operation do not
resemble those of marine transportation in general.
Tn essence, it is a piggyback service of a very specialized
nature whose sole justification is the avozdance of an
extreme amount of railroad cireuity,

Gains in rail productivity have been made by in-
creasmg the size of individual cars, thus requiring Jess
handling and switching per ton of cargo moved, and

‘by Increasing the number of cars made up into trains, .

thus requiring fewer crew and motive units, Bigger
rolling stock and longer trains do not result in equiva-

lent productivity gains for marine operation, however, .

because of the absolute limit on the number of rail cars
that can be accommodated and thus the freight tonnage

that can be floated. Moreover, as land freight speeds
increase, water links are put st a further disadvantage.

The marine services in the Regiou are at a crucial
juncture because certain vessels need imminent replace-

ment, but they will have to compete for funds with

mamhne consolidation and lmprovemant mdmimg f
) e’

large amount of doferred maintonance. Tarm mx»esti
ments in new maring equipment. could reduce OP"mf’m
costs subsmnually—nmc}udmg fuel, erew, general oper.
ating capacity, maintenonce and repair, Jowover, thes
investment. expenditures to reduce marino Operatm
costs would be desirablo only where the marine sexvic,
must of necessity be continued, since now mvestm@f‘
which yields a lower but continning deficit. is less ati;rﬂ
tive than abandonment.
Tweo of the five marine operations in the Region arf
potential medium-density routes for freight servics anc
are presently used for through freight, The Lake Mich!
lgan car ferries serve traflic which would otherwiss move

- via the Chicago gatewsy ; the Chesapeake Bay car ﬁoa;

is an alternative to the Potomac Yard (Alexandrie
Va.) gateway and also serves as n route for oversiz:.
loads; car-float interchange at New York Harbo!
avoids extreme circuity for freight moving between the
Long Ysland RR and the PC, LV and EL Railroads

The revenues derived from waterborne traffic ard
generally lower than those which would be earned ok

. the same traflic moving via an alternative rail routs:
. since the water route is generslly the short route anc

rail rates traditionally have been based on average cost
and distance, net specific costs. Shippers recognize thw‘-

' rabe-makmg benefits and press for continued marme;

service. On the other hand, service over the shorte:
land-water route ean be more expensive to provide thar,
longer all-land servics. -:

The revenues attributable to » marine service suck
as a car ferry are not easily disentangled from overall
revenues for the movement, and they depend heavily
on the particular commodity and origin-destination
combination. Thus, the analyses of individual marine
operations set out below emphasize comparative costs
of various Jand-water and all-land routes as being the
most valid measure of the preferred alternative,

Ann Arbor Car ?erry Service

Currently, three railroads provide car ferry service
across the center of Lake Michigan (see Figure 1) :

O8O (Chessie System) between Ludmgt,on Mich.,
and Milwaunkee, Manitowoe and Kewaunse, Wx&
Ann Avbor RE between Frankfort, Mich.,, and
. Kewaunee, Wis. .
Grand Trunk Western RR between Muskegon,
Mich., and Milwaukee, Wis.

- Of the three, the Chessie’s is the most extensive opera-

tion, serving three separate routes from n single port
on the Michigan side of the Lake, The Ann Arbor serv-

iee is second with 30-85 trips per week over its single

remaining route. The GT'W service consists of one round
trip § days per week, the prime purpose of which is to
prqvxde access to Mt!wuukec The Chessic and GTW
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CANMARBOR LAKE MICHIGAN
CAft FERRY
et g Blichass Trmmpociction C8. Cor Forry)

are seriously considering discontinuance of their car
~ ferry operations. -

The Awvn Arbor cav-ferry service normally is eon-
ducted by 1 vessel, the Viking, which is capable of
hendling 26 rail cars. A second ship, the 4. XK. Atkinzon,
is out of service due to the need for exiensive repairs.
The Viking is adequate normally for the amount of
trafiic currently handled ; when o substitute or suxiliary
vessel is needed, a spare GTW ferry is rented. Two
round trips per day is the normal operation. Formerly

which opoerates a single main line without branches
scross northern Wiseonsin, terminating at Winonas,
Minn., on the west hank of the Mississippi River, This
line relies on the car-ferry connections at Kewaunes for
approximately half its overall traffic. This teaffic is
divided between the Ann Arbor and the Chessle in o

“ratio of approximately 3:2. Thus, we find the AA and

GB&W, two roads of comparable size and similar in
some characteristics, cach dependent upon the other for
approximately 30 percent of its traffic. However, the
GB&W still makes a small profit and the AA is bank-
rupt. That the AA is encumbered with the car-ferry
operation probably is one of the principal reasons for
tho disparity. Table 1 shows the comparison.

-Since most of the trallic using the car ferry is rela-
tively long haul to the AA, it accounted for 51 per-
cent of the 1973 revenue or approximately $5,380,000.
The northern 185-mile section of the AA is nearly de-
void of local traffic and the: efore almost wholly related
to the car ferry.

As indicated in Table 2 total traflic averages approxi-
mately 2,500 cars per month, of which 1,600 are loads
and 800 are empty cars, The percentage of loaded cars

-is approximately 70 percent eastbound, but total cars
are ressonably clese to balance. As the northern two-

~thirds of the Ann Arbor BR exists mainly for the
ferry conncetion, it is apparent that the greatest reves
nue souree is also the most acute problem,

Trafic over the Kewaunee-Frankfort route, which
has held steady or increased slightly during the last 8

years, amounts to about 20,000 annual carloads, with

the Viking generally used to capacity eastbound. Total

Tarrs 1.—00mpaﬂr;on of the GB&W and A4 operciions, 1873

thres other car-ferry routes were operated from Franl- Missof | Rovenuo | Expenss | Netprofit (o) | Operattag
fort by the Ann Arbor, but theso were discontinued die road (000} 1 (5000) (2000) oo
to declining traffic.. On the remaining ¥ranlfort-
Kewaunee route, traffic has remained relatively steady. — 0B&W... e5t 98,820 | B0 - s 82.5
.. . . . is F.V. S 202 10,542 12,827 (1, 785) 97.9
The principal connection on the Wisconsin side of the -
AIV:ake at Kewaunee is the Green Bay & Western R. R., Source: Rallroad operating records,
TabrLe 2—Ann Arber Lake Michigan car ferry traffic belween Kewaunee and Frankfort, monthly by divection, 1974
Honth Avoernga
. Blonthiy numbr:rgof
= average cITs per
. Ian_._ Tab, . Mer., Apz. May Fune July Aug. Bept. . idp
Westward: - - ] . - h .
722 S 505 Mo b - 4w a4 743 Wil 4ok ASE ©BeT 484 .2
Eraptes. e et 684 643 es| s b Bt 34 & 527 620 a7
Fotals aenesminesece e accens 1,01 1,083 1,12 1,215 1,163 1,11 1,128 1,058 " 684 1,004 : ..-“W
LA} 1.255- 5 © 3,000 . 1,028 1,052 1,002 1,105 17.1
27 26 43 278 288 246 209 254 &0
1,602 . 1,400 L2 1,356 | 1o LEL | 1,850 2.6
S oTi5 60%% -85 |- &t 62 LTS PO,
et - . rol
Cos D e s pxdIBIT $2,0 A R
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~ Amn Arbor ‘caf~ferlrj' traflic has declined substantially
- due to the reduction of vessels and routes served and to

increased car sizes; more than 40,000 averspe annual
carlonds wero moved by car ferry during the 1960%, but
1973 trafic weas 27,000 carloads, and 1974 will show
shout 20,000 carloads, based on monthly mevements

. through September. More than half the car-ferry trafiic

originates in either Minnesots, Wisconsin or Michimn,
and more than half of trafiic temmnatmns are in. Wis-
consin, Michigan and QOhdo. -

Continuation of the Ann Arbor service is strongly
supported by Wisconsin interests because of its assumed
importance (a) for the traflic and revenues of the Green
Bay & Western, (b) in providing a regular flow of
empties westhound, (¢} in providing what is viewed by
shippers as better and more reliable transit time rela-
tive to the Chicago gateway and (d), probably upper-
most in shippers’ minds, providing the short-route rate

base for traffic in the Northern Midwest, especmlly.

northern Wisconsin and Minnesots.

As seen in Table 3, total expenses charged to car-forry
operations for the single vessel in service during early
1974 have beén approximotely $289,000 per month.
This figure is inclusive of vessel depreciation and dock-
side expenses at hoth Kewaunee and Frankfort. Deleting
$11,000 per month to reflect incov.s

month, or about $2.7 million per year. A comparison to
revenues anticipated for 1874 traffic (which total less
than 1973 becauss Manitowoc service has been aban-
doned) would leave about $1.6 million, over and above
marine costs, to defray rail costs for the northern track-
age and shore facilities.

Tha two most hkely alternatives are ( 1) upgmc'{e
the car-ferry service via purchase of a new vessel (which

TABLE 3.—Ann Arbor profected marine operating costa, 1974

Operaiing coxd

: Jategory per month
Bogt Operation. - s $98, 600
Boat Maintenance — 18,200

Miscellaneous OQperation ————— ' T 600

Beat Deprecintion N e 28, TO0

Boat Insurance — - 10,8060

Frankfort Station and Dispatch EXpense. oo ween 8, 0048

Yrankfort Malntenance of Equipment (Car Inﬁpﬂca

tion) ... o o 10, 500
Doclt Maintenance and Depreciation 2,200

© Kewaunee Station, Joint Costa....... 1, 600
. Three Locomotive Units (Malatenance and Deprecia- - -

tion) .. —— ——— " 11,280
Casualty Costs.. £ 0 8 o e o i4, 500
 Bmployee Beneflis. - e 38,800
Subtotal . - 289, 150

Lepa Passenger Revenuo.. e 10,800

Total .. - 228, 250

‘ ‘Botrce: A. T, Wearney, Inc., Adnalpais of Foilroad Operated
Ferry and Liphterage Operoticns, January 18375, :

+

earned in passenger -
service gives a net marine operating cost of $228,000 per

- through Chicago versus the willingness of the various

could serve any ports designated) or (2) abandon th
car-ferry sexrvico and route the trafiic all-rail vie Chi.
cago. A comparison of these alternatives follows:

TasLn 4 —~Comnparison of present Lake Mwhtgan car j’erry ans.
: major aliernalives .

AVERAOGE RN CARELDAD

Allrefl
wia Chitage

Now vesw)
Kownunes:

Present
Borvics

Total-Tnove costs (major shipments). ...
Fuel consurnption (Eailons)e oo caua.

¥ These cosis ars the total all-rall routs costs less the rail portion of through-muﬁff
coats inctrred in & eoxnparabio movement via ihe ear ferry; thus the “incrementa:
rall” cost by way of Chicago I35 comparable to the merine cost by way of Frankfo

Houres: A. T, Xeanoy, Inc., Analpels of Rafircad Operated Ferry and Lighlere,
Operatione, January 1075,

A new vessel would require interemental investmean
of approximately $18 million. Further expenditures
on shore facilities and supporting rail lines are na
included. Both alternatives are superior to presen
service in that the cost per carload would be reduced
while less energy was consumed. Foregoing any invest~
ment, it would be pessible to save $110 per car by rout-
ing through Chieago, whereas the new vessel would
give lesser savings of spproxzimately $80 per ecar, The
choice between these two alternatives will depend oxf
the estimated benefit of incressing the level of trafic

interested parties to provide financial support for the
new vessal. ;

Retention of the marine operatxon would be slightly
more attractive than portrayed in Table 4 if it were

“feasible to shift the service to the Chessie port of Lud-

ington, thereby reducing the distance traveled for both:
segments of the move. Although this route would t
difficult to. errange, it may be worthy conszdemng nf:
service is continued under subsidy.

Table 5, which follows, shows a more detaﬂed cas’r
relationship of various methods of moving traffic he-:
tween selected points, |

_Tables 6 and 7 are included to show the origins and
destinations of the trafiic handled. As premously men-

. tioned, it will be noted that the states of Miohlga,n.r,
Wlsconsm, anesota and Ohio pr edommate

o S S - EXHIBIT $#2°
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TABLE 5.-—¥"C’vmpar~.:'son of carload cosl for total movement, selecied ﬁtoﬁmﬁentn-gnd altérnatives, Ann Arbor Lake Michigan ferry

Movembng Prossnt | Presont | Uparaded | Upgraded | Upgraded | Chesste Al Totat

: T Bervico sorvice Borvice serviee and con-, rell Yavanue .
4 . {oaynelty) présent Ingronsad solldatod
. trailo tralba servica

Marine cost. .. ... eeesiaaeaenaraeaneareanes I $143.00 T 50000 $162.00 £68.00 $62.00 . 500,00 €245 |omeeo
Orwipasn 10 TonOSHE. . o e e e cmmrimm e meetsmpmme s s bt 405,49 © ALR 49 514, 49 418. 40 B07.83 425,83 15,42 A
Green Bay $0 Detroli... - - 48007 . 40307 475,07 .07 361,30 289, %0 36570 . 31
Green Bay (0 T01000. v suamerrrrmanan- .- 51422 401,82 533. 32 T 43T.82 413,04 441,04 453.13 , 2K
Algoma 1o PRESBULEN Lo ieoe i rrcac i meeeaas 854,27 B0L 27 o123, 21 57727 652,93 680,03 85310 7
Wiseonsin Repids to Jersey Ol ooine i carcacnaeaes 1,019,186 005,16, 1,008, 63 942,18 (20, €1 948, 41 016,43 V7
Wynndotls 80 MIWRSKC. o v ee i HOL 76 £03.76 584, 76 484,78 440,95 477.95 892,84 80
T | PO 59297 5.7 81LOT | BI50T 40614 524,14 510,61 72
Green Bay 10 FAma ool 459,02 - 486.02 503,03 || 412.02 80421 {2101 334,54 o5
Casper to Flab Rook. e ocvem v 1,000, 64 953,04 LoB.ed | 007.68 620,64 835.05 803, 81 28
TOREY. e cmmmcmmemmm st em e ammmmenmasbeam e mn m oo 5,789,'0 5,812.70 se00e0] U507 4,014,45 5,144, 48 4,704.78 8 4
Avernge Of 8 N0V e o eoeocecarccicsnns berennrameeans - 843.20 59020 642,70 £83.89 §40.05 §1,81 TS5 1

Sourco: A, T, Xenrnoy, Inc., Anclysis of Rullroad Operated Ferry sad Lighterage Operations, Tnnuery 196, : ! -

357

Conclusions

-Use of funds provided in the Act to medernizz marine
operations would prove to be & mistaken reinvigoration
of obsolete facilities and equipment since the economic
justification for the investment program is marginal at
best. It is more efficient to channel the millions of in-
vestment, dollars required for new vessels toward im-
proved all-rail mainline freight service. Further, the
higher trafic density on mainline routes resulting from
discontinuance of water operations would lend further
support to improvements in roadbed track and signal-
ling, furthér enhancing service quality. '

The Association has therefore concluded, subject to
further review and negotiations with interested parties,
that car-ferry service on Lake Michigan and the Chesa-
peake Bay car float should be excluded from the Finsl
System Plan, on the basis of econemic factors. The costs
of these marine operations exceed the cost of available
all-rail alternatives, Continuation of marine operations
would require investment of approximately $25 mil-
lion in nsw boats, plus additional expenditure for re-
habilitation of support facilities,

Although estimated corload eosts via new vessels
could be improved significantly, all-rail costs for com-
parable movements by land show an even greater poten-
tial for cost reduction. A new large-capacity vessel for
the Chesapeake Bay float could be theoretically as eco-
nomical as all-rail services if the trafiic is more than
doubled, but it is more than likely that any incresss in

* traflic via the car-ferry route would be in large part at

365

the expense of all-rail routings, e
The decision to exclude the Lake Michigan and
Chesapeske Bay marine links from ths Final System
Plan is also based on the fact thet all-rail land move-
ments aro considerably more energy-eflicient, that sig-

SOURCE: United States Railway Asso

Preliminary System Plan - volume TTI

nificent future productivity gains would not bs sttain.
able using the mavine services and that mavine costs are
more susceptible to fuel and laber cost inflation. -

- The New York Iarbor marine operations of the Penn

Central and Lebigh Valley also should be excluded

* from the Final System Plan becauso alternative coy-
fleat and lighterage services are offered by two Brook-
Iyn terminal companies. Use of the Penn Central's tun-
nel under the Hudson and East Rivers by freight
trains is not feasible for techriical reasons. Neither Penn
Central nor Lehigh Valley can effectively use even
minimal mearine equipment and facilities sinée rail-
handled traific has dropped sharply and most maring
expenses must bo absorbed by the railvoads’ reguler
tariff, whereas commercial firms conld porform hreal:.
bulk handling or small-scale car floating if the fee were
compensatory. Thus, the movement of car-float traffe
might be continued, although not by ConRail, « e

» + = The Mackinae Transportation Cos service on
Lalis Michigan would be excluded from the Final Sys-
tem Plan because its traflic has dwindled almost to the

vanishing peint. Abandonment has been in litigation, °
The possibility that the Chesapeake Boy car-flost -

operation could be taken over by a solvent carrier, such
a8 Southern or Richmond, Fredericksburg and Potomas
(sce Chapter 4) in the course of exiending its opera.
tions into the Wilmington area, has not been fully
assessed, since the implications are much broader than
disposition of the marine operation and its contiguous
rail link on the Delmarva Peninsula.,

USRA has concluded that the marine operations
should be treated in the same manner ag services on
light density lines: Tirst, it is :sumed that subsidy
funds provided under the Act v.uld be available for
mgrine operations under the 70-30 federal-state shar-
ing formula. Second, it is assumed that the capital costs
of new or rehabilitated float equipment would fa)l under
the provisions of Section 403 of Title IV, s in ths
case of light density line rehabilitation, and would net
become  cost to ConRail, T 366
ciation EXHIBIT. #2
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PORTIOM OF TOLEDC-TO-FRAKIKFORT LINE
USRA Line Ne. 1300 |
Ann Arber.

This portion of ‘the Toledo-Frankfort line extends
from Dundee (Milepost 22.8), to Qwosse, Afich. (Mile-
post 106.0) a distance of 83.2 miles, in Monroe, Washts-
naw, Livingston and Shiawassee Counties, Mich. This

. study segment connects with the Penn Central’s Chi-

564 -

EXHIBIT #3
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engo to Detroit line nt Ann Arbor, the Saginaw Branch

at Owosso, and the Ida Branch at Federman. The Sagi-
naw Brunch and the Tda anch are &lso under study

o 13 Sagmaw Branch

AA te Frankfort &! oo
& I GTW Chicage
ETHw I o to Port Huson

Grand Rapids —p 54 OWOSSO- ,l_ '
M, .,-" GTW to Detroit

PC toLansing -&f Dura.nd

% -o----e,..

. GYW to Chicago T R ¢80 to Detroit
C&O to Grand Rapids B ¥ ...
Sereees " Annpere

84.9 Miles GTH to f;cks:on |

FGRTEOH OF TOLEDD

Lakeland )
Yevosoneoly N .
CGTH to Pontiac

. ¥Whitmore Lake
PC to Chicago

o s & ban e ame 3 Y

A Ann Arbor

4 amoxs B oBER @1

: PEC to Detroit
PC to $aline 20) prystield
Saline  Al.e*¥ N&Y to Detroit
at® = M“a—n

{4~ AA o Toledo

in this report. The Grand Trunk Western crosses

8t Owosso, Durand and Lakeland; the Norfolk &
Western crosses at Milan, and the Chesapeake & Chio
crosses ot Howell. The portions of this line north of
Whitmove Lake and south of Pittsfield were described
as potentially excess in the U.S. DOT Report (see Zones
113,153 and 160).

Trafle and Operating [nformation

Statlons (with thelr 1973 em’loads) served by this .
Hoe:

MMilan . 1ig
Uranla _.. e e o o e e it e ’ 1
Pittafleld vouoeoe- - . 82
Saline - — — 3,808
Aunn Arbor - 1, 363
YWhitmore Lake. . ; e X, 227
Hamburg - R . - 2
Anppere __. ———— b
HOWEH ool ' 340
Ouk Grove cveen- - ig
Cohoctah . : PRSNG| |
Byron — — i3
Durand e - et e e e 2
Vernon —_.. e — - 212
Corunna . e e s e 112
Motals carloads genercfed by the D@ cccmeree %, 339
Average carloads pey weeliu.. e 3411
Average CArlonds Por 1 e m o o e m o m mmcm e e s e e g8.2
Average earloads per {rain.. — 232

.86 - o
EXHIBIT 43 . - o

. : . B . Poacre

10738 operating information: S R EETCR IR

Number of round trips per yeuar, - 280
Eeatimated {ime per trip (bours) ‘ 120
Locomotive horsepower : — 2,600
raln crew size - &

“Information Provided hy R"PG Shippars, Gm«'ernmsm

Agencies

Informotion provided at the he&mngs conducted by
the Rail Services Planning Office as reflected in their ve-
ports entitled “The Public Response to the Secrctary of
‘Transportation’s Rail Servies Report” indicated that
Ford Motor Co. at Saline shipped 4,000 carloads of
autos in 1973, Lott Elevator indicated & great reliance
on rail service,

Information for Line Retentlon Declsion

$021, 400

Revenue recelved by AA. .
Average revenue per carloado— .. §125
- Varlable (avoldalle} cost of continued
service: . .
Cosat Incurred on the braunch Hne.._... 1, 105, 160
Cost of vpgrading branch line to FRA
Class X: (1/10 of totcl upgrading
CO8L) e 0
Gost incurred beyond the bmnch line.. 432,639
Totnl variable (avoidable) [123: | AR D 3% ¢ 411
. Net contribution (loss): totAlee oo (616, 380)
Average per 811088 v e (84) :

This line would require no upgreding to meet re-
quirements of the Federal Railroad Administration’s
minimum ssfety standards (Class I track, which has s
maximum ssfe operating speed of 10 m.p.h.).

Proliminury Recommendaiion

¥/ is not recommended that this portion of the Toledo-
to-i'ronkfort Line be included in the ConRail System.
Continued operation of this line would require s rzil

- sorvice continuation subsidy, Under 1973 traflic revonue -

and cost levels, this line generates an annual exeess finan-
cial burden amounting to 616,389 or $84 per carload.
RGGOVL,i‘y of costs would vequire approximately a 125-

‘per cent incresse in traffic or a 65- permnt rate increase

over tha 1973 levels, -

POITION OF T@LE@&FW”W@R? L!NE
U&RA Line No. 330?

ﬁmn Astror

Thxs portmn of the Ann Arbor leroad extends fr-om
Owosso {Milepost 106.0) to Thompsenville, Mich.
(Milepost 270.3), s distance of 1645 miles, in Shiswas-

‘see, Clinton, Gratiot, Issbelle, Clore, Missaukee, Wex-
- ford, Mmm‘,gt@ai and Denzie Counties, Mlch The

i




Ann Axbor line continues north to Frankfort angd south

to Toledo with both extensions also under study in this
Report. This line connect: with two Penn Central fines,
AA © Fraabfort

\\b/ . CEG o iG—PC to Macilnaw City
“~\ 4r'Peinsksy .
o

THOHPSONYILLE -';.__

PORTION OF TOLEDD-

€40 {0 Henlsten /" FRAHKFORT LINE, AR

PCta Grand —F, ,"
Rapide

C20 to t.udingten

Fiount Plessant ». C&D to Coleman

B, Alma .
"._ “.BQ..- .
ey Ll

C&D te Grand Rapids

rYS Ll akd

C&0 & Saglhaw

 earsen Ashh?};
GTW te Grend Ropids B IV PC o Saghosw
{ 0SS0
» ._ GTW to Dusund
_,)ﬁr! : V{AA has Tradisgs Rights)

PC o Jadison

the Sagiuaw Branch at Owosso and the GR&Y Branch
at Cadillac, both of which are also under study. The
Grend Trunk Western operates over the Ann Arbor

“between Owosso and Ashloy whers it regains its own

trackage for movement to/from Greenville. The GTW
utilizes its own trackage from Qwosso te Durand. Con-
nections are made with the Chesapéake and Ohio at
Alme (the Lakeview-to-Saginaw line), Mt. Pleasant
(the Branch from Mt. Pleasant to Coleman), Clare
(the Saginaw-Ludington line}, and Thompsonville
(where the Petoskey-Grand Rapids line crosses), This
line was described as potentially excess in the U.S, DOT
Report (see Zones 160, 161, 162 and 168).

Trafile and Operating Informatllien o
Stations (with thelr 19?’3 carloads) served by thla Une:

EXHLBIT #3

Averago carleads por week

..... 100.5
Average carlonds per milo : - 8LE&
Average carlogds per trafn o 28,4

- 1673 Opernting Informstion: : : l

Number of round trlps per year.... : 200
Wetimated thme per round trip (ROMIS) e 15,8
Locomotive hiorgspower.. , 2, ﬁﬂd
Traln crew simr ‘ : - ﬁi

- SBargent Sand Co. shipped 1,400 cars of foundary san

-8 year. Sargent also is developing sand facilities at

Net eontribution (loss) total i -

Owoss0 ——— 1,688
Carland S - hi
1T LS 18
“Ashley e e N 407
OP R B e e i it e s o1
Ithaes R —— —— | 387
Alma a__ 201
Shepherd —— 201
Mt, Pleasant ‘ ——ame e anen . 10856
RO2eBUIN oo e i i et B -
"OlBIC an e eviiene —_— ; .60
Farwell ——— . N .16
Marion .. ek . 26
MeBain ‘ —— . a3 -
Cadiliag weeeeee, S . 967
. Yums .. — e e 1,838
Tﬁampsonvﬂm a——— : .20
fotal ‘carlonds generatcd bs the llneu...-.:-_.._.,..';...,_ b, 227

566

infarmmlmi Provided by RSPO, Shippers, Governme ’aé
' Aganci&s

Informaticn provided at the hearings oonduct&d byf
the Rail Services Planning Offics as reflected in their
reports entitled “The Public Response to the Secretary,
of ‘T'rongportation’s Rail Servies Report” indicates that-
Mr, Nash of DT&Y seid thet AA hes lttle or no on-
line business between Frankfort and Owosso. A new
sand operation at Yuma, Michigan (Sargent Sand Co.):
has spent $700,000 developing sand resources, In 197

and expects to reach 10,000 carloads per year and hopes’
to develop methods of bringing “used” or “spent” sand:
back to Yumsa, meaning ancther 5,000-10,000 carlonds

Harlan, elsoon A A, :

Cadillae Malleabls Iron Co. said lack 'of rail could
boost their costs by $150,000. Mt. Pleasant, I&hc]:ugan'
genorates 1,000 carloads annually. Cadilles opers,{es'
about 3,000 carloads.

lnformﬁﬂon for Line Retention Declslox
Revenue recelved by Ad e 31,122, 655

Average revenue per earloademeacnae £214

Varlable {(avoidable} cost of continued
gervicey
Coat fncurred on the bronch lne.__- 1, 605, 998
Cost of upgrading branch line to FRA
clags I (1/10 of toml upgrading
cogt) - ]
Copt incurred beyond the branch line. 403,938 .

Total varleble (avoldable) €Ot amm—wmmuen-n 2,013,641

(890, 986}'

Average per carload (170) -

This line would require no upgrading to meet t.hei
requlrements of the Federal Railcoad Administration’s
minimum safety standards (Class X track, which haS‘
) mammt‘m mfe operating speed of 10 ‘faph}

Praiiminﬁ?w Recommend atlon

Tt is not recommended that this pertion of the Toledo-
Fronkfort line ba included in the ConXail System.
Continued eperation of this line would require a rail
sorvice continuation subsidy. Under 1973 traffie, rovenus
end cost levels, this line generates an annnel excess fi-
nmlcml burdan a.mountmg to $890,080 or $1’ZO per car-

v
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Stations {(with their 1973 carloads) served by this line: '

load. Recovery ‘of costs wounld require approximately
a 125 percent increase in traffic or an 80 percent m,te
increass over the 1973 }evcls. :

PORTION OF TOLEDG-FRANKFORT LINE
AND THE CROSS LAKE FERRY

"USRA Line No. 1302/1303
Ann Ar%mr Batlroad _

AA .
Car Perty . ERANKFORT
ewauned . . C&0 Traverse City

é—ﬂ {1 mlles %4

PORTION OF TOLEDC- : moMW} AVILLE

FRARKFORT LINE, AA i‘.,k/z
. AN Al to Toleds -
/
€O to Manistee ——— g W8
KN

This portion of the Ann Arbor Railroad, extends
from Thompsonville (Milepost 270.5) to Frankfort,
Mich. (Milepost 202.3}, a distance of £1.3 miles, in Ben-
zie County, Mich.  Connecting with this segment is
the Cross Lake Ferry Service between Frankfort,
Michigan and Kewaunee, Wisconsin. This line is the

. repofts entitled “The Public Responsa to the Secretary

western end of the Ann Avbor lins from Toledo, The

C&O Traverse City to Manistee line crosses at Thomp-
sonville, At Frankfort the AA operates Cross Lake
Ferry Service to Kewaunee, Wis. which is also under

Revenue received by AA £5, 628, 818
Average revenue per carloade e nmmeean $208 :
- Varlable {aveidable) cost of contlnued
gervice:
Cost incurred on the branch Une... .- 670, 530
Cost of wupgrading branch lne to
JFRA Clags I (1710 of total up-
grading cost) e c e ’ 1)
Cost of foat operation _.__. e 2,499, 000
Cost  incurred begyond the branch .
Hoe (20l hatl) e ;e o cceme e e e 3, 802, %7
Total varigbie {(avoldable) €0SEevcmnccccun 8, 972, 502
Net contribution (loss) : totalac ccmcc e m . (1,348, 889)
Averaga per carload- {45)

study in this report. This line was described as poten--

tially excess in the U.S. DOT Repot (see Zone 165).

Traffic and Cpovating nformation

of Transportation’s Ruil Service Report” indicated that
opposition to the abandonment of this segment of line
was voiced by the Traverse Bay Area A¥L~CIO, Aban-
donment would retard future growth and development,
and would result in employee layoffs. They also stated

that an estimated 200 IFrankfort residents are employed

dirvectly or indirectly by the Ann Arbor, The Benzie
County Board of Commissioners noted that the existing
unemployment rate in the Frankfort-Elberta is 13.4
percent, Hence, any increase in this could have severe
effects on the economy of the srea.

Pet, Inc. who shipped 106 carloads in 1972, stated that
the area is a particularly poor one for truckers because
of the distances involved. They are also concerned about
the increased transportation costs inherent in the switch
from rail freight to truck freight.

information for Line Retention Decislon

This line would require no upgrading to meet the re-
quirements of the Federal Railroad Administration’s
minimum safety standards (Class I track, which has a
maximum safe operating speed of 10 m.p.h.).

Preliminary Recommundation

Tt i3 not recommended that this portion of the Ann
Arber be included in the ConRail System. Continued
operation of this line would require a rail service con-
tinuation subsidy. Under 1973 traffic, revenue and cost
levels, this line generates an annual excess financial bur-
den amounting to $1,343,689 or $49 per carload. It is wot
recomrnended that the AA Ferry be opemted (See
chaptex 18 for discussion. )

Beulah —— - -
EIBOER - oot o
FRANKEOTE ot e m e e e e e e e 137
KewWBuned oo ettt e e s e 1%, 637
Manitowoc _______ o 7,487
Total carlonds genemted by the 1ine ............ . 27,8314
Average carionds per WEER---_'..__--___.-_,__—; _________ - B25, 8
Average cacloads per traln . SISO .. X
1972 operating information: ' S
Nunber of round trips per FeRE e e eeem 321
Esthimated time per round trip (hours) e e .2l 3.0*
Yocomothve  NOTSeROWEram e o _ IR | 37 i (11 ,
Traln Crew elafe mmcuoe was I : . ‘5@ T

‘Fﬁr rail servies enly

S

EnFomm?iun Provided by RSPO Sthpam, Gwemmem
Agancias '

"$OURCE: '

Information pr ov1ded at the hearvings conducted by.'

the Rail Services Planning Office as reflected in their

567

United States Railway

‘Association Preliminary

System Plan - Volume II
EXHIBIT #3°
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i U S RS
C INVENTORY OF ANN ARBOR
RAILROAD CARFERRY OPERATIONS.

.7 1.0 PHYSICAL CHARACTERISTICS

1.1 Vessels

in 1971, the AnnAArbér Railfqad opeyatedIB carferries, the

5§' _ Viking, the City of Green Bay, and the Artﬁur-K. Atkinson out

of the port of Frankfort. The City of Green Bay, hav?ng been
i laid uprfo}'paft of the yeér ta7i, was combletely removed from
3 service in t972. A broken crankshaft in one of the two diesel

engines of the Arthur K. Atkinson resulted in thatAferry being

@@ . . ta&en oﬁﬁ of service in August of 1943. The Viking now is in
‘service almost 24 hours a day, with no standby vessel on hand,

operating between Frankfort and Kewaunee 2 round trips daily.

PESCRIPTION OF VESSELS:

Yiking: Originally built in 1925 as the Ann Arbor #7, rebuilt

in 1965, It has a length of 360, width 58', draft 17', tonnage

;é ) | of 1287, and displaces 2713 gross tons. it is capable of
cérryiﬁg thirty 40" ratlcecars and 345 passengers. Diesel;electric
-englnes provide 7040 unlfs of horsepower. A c¢crew of'35 currengiy

Tﬁ,.‘ :_mans.the Viking. The'general conﬁition of the vssel is con~:

o sldered good but will requiré §457,000 over thg period 1972-77

i for special maintenance. HNormal maintenance for the same time

period will aﬁbroximater$190;000 per year. The expected useful
: 1ife Is 15-20 years, (¥972 figure) which Is subject to revision
downward due to the restrictlons bf'ani§¥poliution tegislation

which méy be epacted.

EXHIBIT , #4 L
Page.l of 3 T L,



Aifhﬁbgh thé full g;ew §fzé Is thlf:y~five men, only elght men

are 6n ddty at a tfme while‘c%uising, 0f this eiéht,-two men - an
engineer and an ofler - are requiréd in thé enélne room. Also,
five eiectrician—handymen are on duty during the day.A-Mith-auto» -
mated¢methoqs for handiiﬁg cérs, it.is estimated that three

carhandliers and three seamen could be eliminated from the crew

complement.

‘Arthur K. Atkinson: Originally built in 1917 as the Ann Arbor #6,
rebuilt in 1959. It has a length of 384*, width 58', draft 15',

'tonnage of 1826,.and displaces 3241 gross tons. Five thousand

five-hundred units of horsepower are provided by its diesel
engines. Fort crew members are needed to.man the ferry.
Prior to experiencing a broken crankshaft, it was considered

in fglr condition and had an expected useful life of 10 years.

The cost of overhauiino the engine Is estimated at $500,000,

Enc%ud]ng drydocking. ReplanVFHf of both engines with a more

modern drive system and replacement of Its steam steering

mechanism yfth a hydraulic system would approkimate $1,080,000.

15 add}tion,-approxlmatelv $]90 000 per year will be needed for

. normal running maintenance in the pgrlod of EB?Z 77 The ferry

_.hasra capacity of carrying thirty 40‘ railcars and 119 passengers.

'Cfty'éf Greén Bay' Bu:lt in 1927, it-has a length of 380',

of. 58", draft of iU b Oﬂnage of 1833 aﬁdidisplaces 3350 gross
iéns; ‘}ts sﬁgam nglnes provade 2700 units of horsepower. She
BE szoweé than éither the Viking oF A, K. Atkinson. (City of

Green’ Bay cruises at lk knots versus 18 knotf for the othcr vesseis)._ﬁ

Th@ Clty of Green Bay has not suppiaed full services sinae 1371

=I’and wa's entfrely removed from operat:ons !n M&y, 197? It §$ |

EXHIBIT‘__# 4
Page 2 of 3 7




it estimated to requlre $225,000 to to put her back iIn setvice.
'?E§  SeuT e Expense figures taken from 1.C.C. Finance Docket AB-49
ﬂr Witness: C. L. Towle, President | ) j
i : Ann Arbor Rallroad Company ‘ §
i Crew Size: E.C.C. Finance Docket AB-L9, Exhibit 1
g Witness:  Alexander C. Robinson, Vice President -
- Operations . o '
- ; : B.T. & t. Railroad Company
(. : : Ann Arbor Railroad Company
B | . ‘ L , .
— Vessel Characteristics: o :
W o - Transportation Lirnes On the Great Lakes,
i - ' , - 1973, Corps of Engineers, Washington D.C..
I
I"?j:
EXHTIBIT #4-. =~ oo o N
: .'uPage 3-05_3 . e
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G

Year

1949
195G

(1951

1952
1953
1954

- 1955

1956
1957
1958
1959
1960
1981
1962
1963

1964

1983
18686
1967

**x ICC write down

SOURCE: Moody's Transport

1y (2)
Freight ALl Other
Revenue Revenue

7,332 310
9,133 267
8,991 217
7,495 132
9,231" 212
8,542 194
9,087 237
9,545 211
9,246 218
8,563 187
- 8,349 201
8,187 148
7,747 140
7,382 116
7,464 153
8,036 199
9,372 266
8.839 237
£,517 315

A 19 YEAR SYNOPTICAL HISTORY OF
THE ANN ARBOR RAILRCAD CCMPANY
{In Thousands of Dollars)

3) €Y
Total Operating
Revenue Expenses
7,642 5,333
9,400 6,750
9,207 6,506
7,628 6,400
9,443 7,211t
8,735 7,156
9,323 7,434
9,756 7,792
¢,464 8,135
8,749 - 7,610
8,749 7,987
8,335 7,156
7,887 6,695
7,496 6,371
7,616 7,000
8,235 6,953
9,638 7,721
9,125 7,875
8,931 7,229

(5) (6) @ (8 ) (10)
Available Earned -
Net . Taxes, Rents For Fixed ‘ © Surplus
Operating And Charges Fixed - -Balance .
Revepue Other Income Dividends Charges  Surplus Beginning
1,309 { 790) 519 - 227 8,440 - 2,730
2,830 (1,350} 1,480 230 9,671 3,684
2,302 (1,253) 1,048. 258 9,469 1,897
1,229 { 263) © 965 250 9,345 2,140
2,232 (1,184} 1,039 241 -10,551 2,438
1,580 { 835) 744 232 10,579 2,295
1,850 { 818) 1,071 224 11,167 2,417
1,964 (1,100) 8§63 230 11,570 2,668
1,329 ( 634) 694 278 11,761 2,308
1,139 ( 557) 582 315 11,346 1,750
762 ( 772 {2 327 6,079%* 1,131
1,179 ( 760) 410 307 6,047 &, 207
1,191 { 656) 535 285 6,055 4,216
1,125 ( 650) 475 27% 6,051 4,222
6la { 709 (93) 264 5,504 3,775
1,282 { 966} 316 - 367 5,553 3,724
1,917 {(1,471) 445 49% 5,501 3,672
1,251 {1,510} {259} 457 by T4h 2,915
1,702 (1,228) 474 519 4,699 2,870




- .SIX (6) YEAR ANALYSIS OF TRAFFIC ORIGINATING & TERMINATING
‘ AT ON-LINE STATIONS OF THE ANN ARBCOR RAILROAD

| _ MILE , ) ,
STATION L POST © 1969 1970 - 1971 197200 1973 . 1974
Toledo = 0 - 2,664 2,849 2,749 3,203 3,476 -3,613
Temperance T 9 23 22 29 25 25 17
Samaria — 11 66 g5 - 33 18 . 4 3
Federman = 19 0 G 0 0 0 ¢
" Diann = 20 0 0 0 _ 0 0 0
Dundee 52T 22 8,472 9,515 8,472 10,187 10,590 8,284
Milan = C.;:S o 1 270 287 210 202 116 74
Urania & = 2 37 11 0 0 0 0 0
Pittsfield i 41 - 0 . 0 0 0 37 60
“Saline e A 43 343 3,135 2,981 3,432 3,987 3,155
3 ann Arbor i 45 1,110 916 932 918 1,040 875
iy Osmer TG 51 0 0 0 0 0 0
. o % Whitmore Lake = 57 375 440 %20 . 1,028 1,310 1,001
2 E  Hamburg = 59 5 7 2 3 1 2
.®  Lakeland o 62 0 0 0 0 0 0
# - Chilson O Ty 67 ' 0 0 ¢ ' 0 0 0
: Eh#,_- Ann Pere - LOD T 72 0 : 0 0 0 0 : 0
LS Howell ' R 74 - 407 311 335 327 341 295
= Oak Grove ) 80 504 8 18 6 7 12
Cohoctah — 85 35 19 21 21 71 46
Byron ' 89 16 18 20 15 12 3
- Durand N . 96 0 ¢ 0 ‘ 3 0 0
" Vernon , 59 . 104 92 160 212 229 169
Corunna - . - 104 14 17 22 54 115 63
Owos S0 - 107 2,022 1,827 1,552 1,425 1,589 1,527
"Sub~Total (South of Owosso) - 16,441 - 19,566 18,456 - 21,079 22,950 19,199
Carland 115 6 9 5 9 11 9
Elsie " 120 10 45 22 6 14 27
Bannister ‘ : 124 0 0 0 Q 0 0
Ashley 128 " 565 387 324 876 384 30
North Star 134 ' 113 87 44 69 91 62
‘Ithaca 138 436 351 244 . 241 365 304

Alma ' 145 317 180 150 161 121 118




2_;0 zﬂébeg'
9f LIUIAXH

MILE

CSTATION ‘ - - POST - o 1969 19270 1971 . -1872 1973 1974
Forest H11l 150 : 0 2 D 0 0 4]
Shephard - _ ' ‘ - ib6 167 1569 132 133 213 139

. Mt. Pleasant . 164 686 555 365 224 198 185
Rosebush . ' 171 : 18 52 . 54 48 51 45
Clare - . , 179 39 40 53 65 55 55
Farwell B N 184 57 31 24 6 8 10
Lake George o . 194 7 11 37 g 55 3

- Temple .= : - 201 33 9 0 0 0 0
Marion ' 209 23 32 ‘ 28 22 25 13
McBzin - 217 53 48 59 58 62 . 50
Lucas o 221 31 i 14 9 29 3
Cadillac . - 227 601 . 937 940 944 874 1,097
Selma ‘ ‘ - 228 0 -0 8] 0 G 0
Boon _ - 238 4 -0 0 0 6 1
Yuma ‘ - ' 248 , 68 0 9 13 1,395 3,012
Mesick , N 254 70 17 26 33 27 27
Earlan- : 262 4 0 : 2 , ¢ 0 0
Pomona _ | C 265 . 54 ' 0 36 79 95 53

. Copemish ‘ o ) 268 12 21 4 ‘ 2 0 60
Thompscnville : - 270 ' 13 : 2 14 20 19 34
Walden o 277 Q 0 -0 0 0 0
Beulah ‘ ' 282 101 86 114 131 .12 12
Elberta-Frankfort 290 449 558 404 341 183 i68
Sub-Total (South of Owosso) _ - - 3,937 3,635 3,104 3,504 4,463 5,521
TOTALS . . — 20,378 23,201 21,506 24,583 27,413 24,720
¢ Traffic South of Owosso of Total 80.7 84.3 85.6 85.7 83.7 77.7
Number of Cars Per Mile 70.3 80.0 74.3 84.8 94.5 85.2
SQURCE OF DATA: I. & S. Docket No. 8808, ICC, Sand from Yuma, Michigan to

Cleveland, Ohio- Witness, V.M. Malanaphy (Data to 1972)
1973 = 1974 from J. Chase, Trustee.




REVENUE
~ -eight

REVISED

THE ANN ARBOR RAILROAD COMPANY

. 1 _
T miscellanecus

Total

DPERATING EKPENSES

M. 0f YW, &

Total’ M.,
of E, =

?_

Total M.
Transporga
- Fleating

¢ JO T eheg
L LILIHNT

8. = Excl, Depr.

= Bzpraciation
of W. & &, )
Exci, Bepr. & Flt

: Deprnc1a*1on
- Floa*ing Equipment

cf B, -

- ﬂ&n- /

e T

Equipment

Other Transportation

Totzl Transportation
" Migcellanecus Gpﬂrations

' Traffic
(:;enaral
Total Cpe

rating Expensas

NET REVENUE FROM RATLWAY GEbEATIG¥S
Federsl Income Taxes
Railway Taxes
Payroll Taxes
Egquipment Rents

Joint Facility Rents - Cr. .

4

Ket Rzilwzy Operating Income”
Hon-Cperating Income
" Interest on Funded Debt

A11 Other

A e e

Dbaductions
" NET THCOME

Dearborn, Michigan, C
March 20, 1973 =

INCOME - ETHIBIT ©AY

=Equip.:

(a)
1972
Actuzl
" Results

'$10,588,410
414,555
$11.002.965

.$31,527,354
93,567
1,620,921

$ 1,308,541
6483760

. 364,556
$ 2.321.867 -

$ 2,167,964
3,457,267
§5.625.931

s 12,312

208,510
451,094
310,239,935
3 763,030

$ -
271,908
550,917
1,163,050
115077
Def, $ 1,104,788
. 8 80 026
8?5,165

_ . 58,319

.

(b)
1973

Forecast
Without
S@nd Tra ffic

VWitness

IO, &S Dﬁ;:wij5j

R, C, Cau«tnev

- Exhibit No,

(C);»

- Pro-Forma
- 1973 Forecest

With
Anticipated

(RO Y=PAS e

{d)

Pro-Forma

1973 Forecast

Hith
Full Yeszsr

* 8and Traffic

.$12,195,000'

512,502,000

$ 1,836,500

96,000

$ 1.932.500

§1,225,200

595,800

276,000

S8 2,087,000

'$ 1,981,025
- 3.702.075

§ 5,683,100
$ 11,400
206,700

’é935500

8 ?38/?3800
$
276, 000 -
636,000
1,228,000
_115.000
§ 52 BOO
.§ 60,000
905,400
60,000~

T o ik
'

Send Traffic

$12,913 800

513.316,800 -

$ 1,986,500

©96.000
$ 2.082,500
$ 1,225,200
595,800

_ 276,000

S 2,097,000
$ 1,981,025

3.702.075

$ 5,683.100
$ 11,400
206,700
493,500
$10.574.200
§ 2.736.600
$ -
290,500
836,000
1,319,000
115,000
§__ 606,100
$ 60,000
905,400

60,000

Def, § 1,958,225 Def. $ 852,600 Def. $__ 299 300

$13,722,600
397,000

$16,118,600

$ 2,207,800

95,000

s S B
$§ 2,303 800"

§ 1,225,200
595,800
.. 276,000

$ 2,097,000

$ 1,981,025
3,702,075
1$ 5,683,100
3 11,400

206,700

493,500
$£30,795,500

- $
295,000
640,000

1,410,000

115,000 -

$§ 1.084 100
- $ 60, 000

905,400
60n000

ﬁ' 188,709

J

$ 3,324,100
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Dearborn; Michigen,

" March 20, 1973

-

REVISED

THE ANN ARBOR RATLROAD COMPANY

CASH FIOW - EXHIRIT 'Y

{a)

| . 1572
3 <<:> Actual
. ) Results
Cash and Liguid Assetg - o
Beginning of Period - $ 510,811
SOURCE OF FUNDBS C.
Net Lncome . . (1,958,226)
= Depreciation T . - . 742,327
i Advances from D.T.& Lo 1,467,900
o Sale of Cspital 4ss 2ts and Capital Scrap 117,263
3 Retirements . . " 1,989,
= Total : -j b "8 371,233
~ DISPOSITION OF FUNDS. .. : :
Conditionzl Szles Agreements $ 477,316
Repayment of Advances or Notes to B.I.& I, 156,237
Total Disbursements . S 833,553
Bzlance $ 248 5131
ﬁi:;dpltal Ey“endltures $ 64,824
Dividends ~ -
Ekcess_uver Rzquirements § 183,687
"Increass or Decregse in Material {(D)$ 214,134
Accruals Over Cash Disbursements S 236,135
Accruzle Under Caeh Disbbrsemerts o
Cash agnd Liquid Assgets -
‘End of Period- ‘ $ 633,956

(b

1973
Forecast
Without
Sand Treffid

$ 633,956
(852,6€0)
_691,800

800,000
£00,000
2,000

§1,041.700

$ 322,000
175,000

§ 497,000

5 1.178 156

$ 300,000

S £75.155

(I)$ 50,000

345aooo 5

S 483 156

ICC 165 DOCKET No. 8308

Witness:

R, C, Courtnsy

Exhibit: Ne. (RCC)-"E"
(c) (4)
Pro-Forma Pro~Forma
1973 Forecast 19732 Ferecast -
With With
Anticipated Full Year
Sand Traffic . Sard Traffic
$ 633,956 & 632,956
 (299,300) 188,700
691,800 691,800
200,000 -
400,000 400,000
2.000 2,000
..994.500 181,282,500
$ 322,000 $ 222,000
©175.000 | 175.000
S 497,000 S 457,000
$ 1,131,455 $ 1,419,455
$ 400,000 $ 660,000
S 731,656 $ 759,456
(I)$ 75,000 . (@)§ 50,000
) - 124,544
250,456 -
$ 406,000 $__934.000
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DESTINATTON

ORIGIN

Connecticut
Tdano

Iowa

Maine

. Massachusetis
Michigan

Minnesota

Montana

New Hampshire

New Jersey
New York

North Dakota

Chio
Oregcn
Pennsylvenia

" South Dakota

Vermont

. Washington

Wisconsin
yaning

TOTAL
. Originations

ANAYLSIS OF ANNUAL CARLOADS
HTGHTY SUSCEPTIRLE TO CROSS LAKE ROUTING
FROM 1966 — 1% WAYBTLL SAMPLING (1)

Interstate Commerce Commission - Bureau of Foonomics

[44]
N . z
: 2 g 8 e 8 o8 s 18 &
. 5 L 5 i al B =l @l o
g : - 22 8 Sa g g EE g e
S‘é%g%%;%g%g.aggé, zaggmls
' ol il It I - S| O] Al w 5> & = 2| THRMINATIONS
~to 1l 01 - T T I o - 0= [0 |- {1 710 18
13- - o l31 170 1-1le62 | =145 ]- (0 - {- |- 295
21t~ | - |21 6 lizg ligs |- lwe8 |- (145 |- {7 = |- |- 800
-10] .0} - Sl = Joi- oo |- |o - {8180 33
tod ot - e t= dol- 12|~ fo (- {31 {510 59
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COMPARISON OF ANN ARBOR CROSS LAKE TRAFFIC
WITH POTENTIAL MARXET AND LOCATION
O SALES OrrICES

1% Sample (2) TOTAL SAMPLE Ann Arbor {3) TOTAL ANN AREOR
STATES (1) ORIGINATIONS . TERMINATIONS ORIG. & TERM. {4} ORIGNATICNS TERMINATICONS ORIG. & TERM. {4)

Connecticut 1,800 13,100 14,900 (13} 8 501 559 (12)
Idaho 29,500 00 29,500 (12) 591 14 . 605 (10)
Towa 30,000 18,700 88,700 ( 7) 8 15 23 {(20)
Maine 3,300 4,500 7,800 (15) 272 1988 : 470 (13)
Massachusetts 5,200 39,000 44,900 (11) 40 892 932 (9}
Michigan (4) 90,200 84,900 175,100 ( 2) . 3,297 4,976 8,273 ( 2)
Minnescta * 64,700 42,500 107,200 ( 5} 7 3,099 1,927 5,026 ( 4)
Montana 19,500 2,800 13,300 (14) 302 1le : 418 (14

New Hampshire 00 3,000 3,000 (18) 20 - 82 - 112 (18}
New Jzrsey 8,100 48,800 56,900 (10) 63 99 : ©162 (1g)
New York (2) 21,500 96,500 118,000 ( 4) 236 2,297 2,533 ( 6)
North Dakota 4,600 1,400 6,000 (17) 171 109 280 (13)
Chio (3) 439,700 73,700 123,400 ( 3) 1,463 6,067 - 7,530 { 3)
Oreagon 69,400 15,800 85,200 ( 2) 889 240 1,128 ( 8)
Pennsylvania (1) 31,600 71,200 102,800 ( 6) 649 1,944 2,593 ( 5)
South Dakota 5,600 600 7,200 (16) 69 35 104 (19)
Vermoni 00 2,300 2,300 (19) - 19 139 158 (17)
Washington 51,100 38,700 89,800 ( 8) 967 213 1,180 ( 7)
Wisconsin (1) 114,600 91,600 206,200 { 1) 8,826 3,723 12,549 ( 1)
Wyoming 6,000 00 6,000 (20) 517 4 521 (11}

TOTALS 649,100 649,100 1,298,200 21,506 23,601 45,107

(1) Nurber Following State is Number of D. T. & I. - Ann Arbor Sales Persomnel in that State.
(2) 1956 -~ ICC 1% Waybill Sample Multiplied By 100 To Approximate Totai.
(3) SOURCE: USRA Planning Project #6 "Analysis of Railroad Operated Ferry and Litherage Operations” -
January, 1975, Submitted by A. T. Xearney, Inc. (1973 Traffic Data).
(4) Nurber in Parenthesis Following Total Originations and Terminations Represents Rank
* In 1973 there was a sales office in Minneapolis which has since been closed.




\ ANALYSIS Or ANN ARBOR CROSS LAKE TRAFFIC
- BY ORIGINATION-DESTINATION AND
' AVERAGE REVENUE PER CAR(1)

FOR SELLCTED STATES (2)

i ‘ ORIGINATIONS TERMINATIONS
' . Total Average Total Average
£ Number Ann Arbor Revenue Number Ann Arbor Revenue
b STATES (3) Of ILoads Revenue Per Car  Of Loads Revenue Per Car
-~ Connacticut 8 8 1,173 $147 501 73,090 s$l46
= Idaho _ 591 102,561 174 14 2,456 175
X Towa 8 1,093 137 15 2,237 149
- Maine 272 40,563 149 198 28,501 144
g& Massachusetts 40 5,538 138 892 133,564 150
e .
Michigan (4) 3,297 817,356 248 4,976 1,084,268 218
ﬁﬁ Minnesota * 3,099 638,139 206 1,927 417,204 217
Montana 302 50,759 168 _ 116 28,182 243
) New Hampshire 200 2,960 148 92 13,352 145
- New Jersey 63 14,225 226 799 142,361 178
[ ) .
g New York (2) 23 . 41,452 176 2,297 413,743 180
North Dakota 171 39,819 233 B 109 18,752 172
Ohio (3) 1,463 359,509 246 6,067 1,373,434 226
Oregon 889 172,595 194 240 56,571 236
Permsylvania (1) 649 134,733 208 1,944 351,139 181
é:% South Dakota 69 16,664 242 35 7,662 219
o Vermont 19 3,406 179 139 23,110 166
Washington 8967 181,963 188 213 53,922 253
Wisconsin (1) 8,826 1,614,395 183 3,723 820,556 220
Wyoming 517 138,456 268 4 497 124
TOTALS 21,506 $4,377,359 203 24,301 5,044,601 207

{
fod
I

(1)Source: Special USRA Camputer Run of Ann Arbor Traffic :
Tapes for 1973. _ i

?p, (2} Selected on the Basis of Greatest Potential for enerating
Cross Lake Traffic. .

Ll (3) Nurber in Parenthesis Following State is MNumnber of D. T. & I -
: Ann Arbor Sales.

Ej * In 1973 there was a sales offlce in Minneapolis Wthh has since
o been closed. :

L EXHIBIT £10



ANN ARZOR (LARE MICHIGAN) CARFERRY m:—'FIé
LOVER 25 CARS) BY CRIGIN AND DESTINATION FOR 1973

Terminating

o
o
59
[0
et
Q
Hh
o8]

T4 TIETHKI

. o - ) . Freight Statiom Numhsr

Origin State Origin Station Code ~—State Aceounting Code gf Lars Revenue
Wizconsin Superior Pulp, Paper and Allied Products Chie 17065 27 3 §,588
Wigconsin Oconto Falls Pulp, Paper &od Allied Products  Hichigan 17000 28 3,784
Hisroasins . Sheboygen Chemicals and Allied Products Michizan 1iany 28 82730
Wieconsin sheboggan, . ‘Chemicals and Allied Products . Michigan 17327 58 19,736
Wiscansin Kenosha Trangportarion Equipment Ohio 00600 43 15437
FS ity Wazsau Stome, Clay, and Glass Produsts  Ohio 14330 28 7,213
Tiseonsin Wausau : Stone, Clay, and Glass Products  Ohic 14330 35 9,817
Wisconsin . . Green Bey Food end Xindred Products Michigan 05500 27 &.473
Wisconsin ) Green Bay Pulp, Paper and Allled Products Delaware 03503 27 5,038
Hisconsin - Green Bay Pulp, Paper gnd Allied Products Indiana 084B3 48 ile3a
HWiscensin Green Bay Pulp, Paper and Allied Products Maine QU704 . 61 14’530
Wisconsin Green Bay ~ Pulp, Paper and Allfed Froducts Michigen . 05509 41 5”' 12
Wiscensin Green Bay Pulp, Paper and Allied Products Michigan 05500 311 &7.774
Wiscensin - Green 3ay Pulp, Paper and Allied Products  Michizan 5816 =4 AL 2
Wisconein Green Bay Pulp, Paper and Allied Products  Michigan 17000 28 47352
. Wieconsin - Gresn Bay Pulp, Paper and Allied Products Michigan 17200 23 41823
. Wisconsin . . Tay  Pulp, Paper and Allied Producta Chio . Q0a0nn 112 - 21701 21
Wisconsin - . oo Pulp, Paper and Allied Products Chic 01585 31 5?3;
Wisconein Say Pulp, Paper znd Allled Products Chio 01633 81 £1346
isconsin’ - L Bay - Pulp, Faper aud Allied Products Chio B54G20 128 17,978
Wisconsin BEY Pulp, Peper and &Allied Products Chio 04031 25 £233
Wisconsin Ray Fulp, Paper and Allied Products Chio C4046 H 5.20%
. Wiscomsin Bay Tulp, Paper and Aliled Products Ohdo 00133 272 4-,;,,’;53
Tisconsin Bay Pulp, Paper and Allied Products  Qhio 03875 25 2,304
Wiscomsin Bay. Pulp, Paper and Alliad Products  Ohio 05653 - 28 3,435
Wisconsin Bay Pulp, Paper and Allied Products Ohic 10185 Y 5 0337
" Wisconsin Ray Pulp, Paper and 4llied Products Chio 17386 &1 7345
Wisconsin Bay Pulp, Paper and Allled Products Chio 07935 62 C‘,Slé
. Wiscemsin Eay Pulp, Paper and Aliied Procucta Orio 07505 ‘83 12,920
isconsia Bay Pulp, Paper and Allied Products = Ohio 08114 3% 1,504
Wisconsin . B2y Pulp, Paper and Allied Products Chio 02114 45 57358
Yisconsin Bay Pulp, Paper and Allicd Products Ohio 13168 33 37016
Yisconsin Green Bay Pulp, Paper and Allied Products Permsylvanis 0z003 30 4’?6?
Wiscensin Steven's Point  Pulp, Paper and Allied Prodects New York 10228 71 20808
Wisconsin Steven's Peint Pulp,. Paper and Allisd Products Chio - 04031 57 13,430
Wisconsin - Steven®'s Point Pulp, Paper aand Allisd Products Fennsylvania 00101 ] 14,356
Wisconsin Byron Pulp, Paper and Aliied Products  New York 10228 37 9,510
wisconsin Byron Pulp, Tapzr and Allied Products Onio 04031 107 3'2’5-*5
Risconein . Byren Pulp, Paper and Allied Products Penasylvanie’ 00101 27 8444
Wisconsin Byron Pulp, Paper end Allicd Producis Virginia ‘ 01199 35 ela26
Wicconsin ! Steven's Point Fulp, Papsr and Allicd Products New York 162&8 32 12},;36
Wizeconsin - Yremiin Stone, Clay and Glasg Products Dhio 14330 27 ‘&,8"9
Wiscongin. Superior Pulp, Paper and Allied Products {Ichigan 05505 §§ J’5,’0&'0
-¥Wiscomsin Abbotsford Food and Kindred Products New York 16556 3 59.‘3{)1
“Hisconzin Abbots ford Food and Kindred Products Vermont 02123 50 11 é*g
{\:lscgﬂs:_n Abbotgford Feod and Kindred Producis Ver=ont 35140 &L ‘ ‘_'::‘-;E’
Wyoming Upton tone, Clay and Glass Products Hichizan 00017 a3 3002
Wyoming Colloid Bpur gtone, Clay and Glass Productsg Michigan 07465 3 l&’z?g
‘hyrm‘z?.ng Collcid Spur Stone, Clay snd CGlassz Produciz Michigan 00017 C 197 40’129
Wyoming Stauffos Chemicals and Allisd Producta ¥ova Scozia 11110 g2 26,710
Wyoming Staufier Chemicsls and A1lizd Produsts Pennsylvanie G3830 74 . 500163
Hyomin Upton Chemlcals and 41llied Products hio 006C0 41 15180
T o4l 51,644,122

i ) .\ . —_——

Source: Specizl USRA computer yun of Anz Arbor traffic tepes for 1973,
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Origin State

11 #_ JIHIHKH .

Minnesota

Mimnesota

Minnesota
Hinnesota
Minnesota
Hinnesota
Minnesota
Minnesota
Minnesota
HMinnesots
Minnesota
HMinnesotfa
Mitnesota
Hinnescis
Morth Carelina
North Dakcta
Hova Scotia
Hew Yook
Hew York
Ohic

Chio

Chio

Qhlo

Ohio

Ohio
Cntazio
Cregon
Oregon
Fennsylvania
Cuabee
Cuebec
Quebec

Scuth Carplina
faskatshewan
Szzkatehewan

Washington

Waszhington
Yisconsin
HWisconsin
Hisconsin
Wisconsin

AXN ARBOR (LAXE MICHIGAN) CARFERRY TRAFFIC
(OVER 25 CARS) BY ORICIY AND DESTIMATIOH FOR 1373

Terminéting

Afn Arkor

Freight Station Humber
Origin Staticon Code State Accounting Code of Cars Ravemie
Dututh Transportation Equipment Michigan 17355 | 58 $ 32,141
Grand Rapids Pulp, Paper and Allied Products Ohioc 04031 69 21,216
.Bemidji- Lumber znd Wood Products Chio 11058 o2 16,384
Bayport Lumber and Wood Products Massachusettrs Q0381 fogé 8,041
Bayport Lumber snd Wood Products HMaine gQo70 53 5,316
Wew Ulm Food and Kindred Products Michigan 22033 55 13,849
Hew Ulm Food and Kindred Troducts Ohic - 13023 3 8,719
Wabasha Focd and Kindred Froducts Hew Jersey Q0075 33 8,550
Minneapold Feod and Kindred Products ¥ew Jersey 00073 " 30 7,160
Hinneapolis . Food and Kindred Products New York 08033 50 S.813
Mimmeapeolis Food and Kindred Products Hew York 04044 33 5,873
¥pls. Shorcham Food and ¥indred Products Ohip 0Q465 3e 9,306
¥pls, Shoreham Petroleum and Coal Products Michigen QG000 . b4 v 9,228
St, Paul Food and Kindred Products Chio 00507 37 8,220
Canton Pulp, Paper and Allied Products Wisconsin C4168 32 2,515
Lehigh Petroleum and Coal Products Hew York . LD2LD 27 4,798 .
Tupper Pulp, Paper and Allied Products Wisconsin 00287 - 29 7,067
Bushwick 40 : Wisconsin 0C005 35 5,617
Tarrytown 4o Wisconzin Q0003 25 4,630
Brittain Rubber Cregon 12375 5L 9,675
Toledo Transportation Equipment Mimnesota (055858 78 24,980
Taledo Transportation Equipment Hashington - 04107 57 18,773
Toledo Transportatien Equipment Hashinzten 04394 [3:] 18,506
Brovnstown ransportation Equipment Minnescta QI003 a7 7,372
Brownstown Transportation Equipment Minnesota 01003 93 17,118
3.8, Marie P.B, Pulp, Paper and Allijied Products Kentueky Q1000 92 21,020
N. Portland Lumber and Wood Froducts Quedbeg 28580 27 5,383
Pilot Rock Lamber znd Wood Products Ohio G011z 74 11,057
Falls Creek Stone, Clzy, and Gilaszs Products Ontaric J4286 LG9 9,324
La Tugue " Pulp, Paper and Allilsd Products Wisconsin 00287 32 6,331
Waterloo 39 Minnesota 05001 58 5,061
Carey Mine 40 Wiscensin 04352 26 5,368
Charieston Pulp, Paper and Allied Products Wisconsin 00130 69 7,767
Horco Chemicels and Allizd Products Ohio 14104 139 51,801
Allan Mines Chemicals and Allisc Products Ohioc 07905 2 3t 9,312
Everett Pulp, Paper and Allied Products Michigan 00007 26 3,032
Everett Pulp, Paper end Allied Products Michigan 17011 Iy 3,802
Cherry Foint Primary Metal Froducts Chio 08408 34 11,004
Cosmopolis Pulp, Paper and Aliied Preodunts Chic 00&00 &2 19,608
Superior Faod and Kindred Froducts Ohic 00367 . 75 16,581
Superior Fulp, Paper and Allied Products Michigan 05305 57 15,157
Superier Pulp, Paper and Allied Produsts Michigan 02800 39 7,317
Superior Pulp, Paper and Allfed Froducta Michigen 17355 68 18,594




g : Yeér;
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B 1970
=L
s 1971
= |
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T 1972
1973

" Socurceg?

" UNITED STATES RATLWAY ASSOCIATION

GREEN BAY AND WESTERN INTERCHANGE TRAFFIC

\

SRS

- Traffic ] -
Interchanged ° Percent Traffic Percent Traffic -
with the AA - of Total Interchanged of Total  Interchanged
' & C&0 at GB&W, with the AA - GBAEW with the C&0
"o Kewaunze System at ¥ewaunee System at Kewaunee -
: {(Carloads) {Cazloads) {Carloads) (Carlozds) {Carlcads)
31,939 47.7% 17,942 - 27.8% . 13,997
31,639  48.7 15,833 ©30.5 11,806
29,816 46.7 18,239 28,6 11,577
33,718 L 47.9) 19,875 28.2 13,843

Interstate Commerce Comission, Ex Parte 293 hearings.
- Lawrence J. Kelly, Vice-President, -
Grzen Bay and Western Raliroad.

Percent :
of Total Total System
GR&W Carloads
System Handled
{Carlcads) " by CB&W
26.9% £6,981
18.2 €5,007
13.1 63,358
70,389

i9.7
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TRAFFIC WORLD - — MARCH 31, 1975

Entire 1C4 Approves

Filing of $30 Per-Car

Surcharge by Rock Islond
The Interstale Commerce Commission

unanimously has voted to aliow the Rock

Island Railroad te fil: for a terminal sur-

charge of $30 per car and $15 per trailer on
five days’ notice.

The surcharge will apply orly on shipments

originating and terminating on the Rock
Island and will remain in effect “not to exceed
60 days frem the effective date, unless ter-
minated, modified, changed or etherwise
erdered.”

The surcharge, docketed at the ICC as
Speeial Persission No. 3450 —Emergency
Surcharge Tariff, is subject to protest and

- possible suspension by the Cormmission.

In the order served March 27 the Com-
mission specified that on traffic origineting
and terminating on the Rock Island, the
assessment will be against the party paying
the hill.

On traffic originating but not terminating

“on the Bock Island, the surcharge will be due

from the original shipper, prepaid or collect.
-On traffic terminating on the Rock Island,

‘the surcharge will be assessed against the:

receiver, prepaid or eollect.

Comnmission sources told Traffie World the
feeling of unanimity among the com-
mmsmners in appmvmg the surcharge was

“rare.”

“Something had to be done to enable the °

road to continue operaiions and this was the
quickest way to do it,” one source said, "The
problem of possible diversion is one for the
Reock Island mnnagement.”

In a wroparaie zetion, the Commission

‘opened . rn expedited  investigation to

determine if intrastate teaific in the 13 states
served by the RI should reflect the
emergency surcharge.

The order also was served March 27 in Ne.
35158, Chicago, Rock Istand & Pacific Ter-
minal Railroad Co., Emergency Terminal
Surcharge Tariff (Intrastate Application).

Intrastate traffic may be subject to the
gurcharge in Arkaisas, Colorado, lHinois,

-¥owa, Kansze, Lonisiana, Minnesoia,

Missouri, Mebrasks, New Mexico, Oklahoms,
Tennessse and Texas.

Interesied parties must not:fy the Com-
mission within five days of publication of the
order in the Federal Hegister,

Five days will be allowed for opening
siatements, 10 days for protestants’
statements, and five days for replies.

The Connnission’s surcharge action eame
enc day bofore a heaving at which U.S.
district court Judge Frank J. McGarr was
expecied to appoint a Roek Island trustee.

Oprrations to Juna
The Commission's action is expacted to
insure that the Rock Island will operats at
least untif fune. .
Filing of the svrcharge came in a surprise
move late Maseh 19. The rosd asked per-
mission to imposa the surcharge on afl in-

FXHTBIT 413
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. ters%atﬁ and intrastate : nipments orig:r-tstmg

end  terminating on its  lines,  Bridge
movements would he ea{empt {T.W., Mar. 24,
p. 14},

Prior 1o filing the qmcharm the Com-

mission was expected to Issue a directed
service order Lo insure continued service,
" 'The Conmmission's Division 2 in an unusual
move held hearings on the proposal March 21,
at which Hock Island officials estimated they
would receive $600,000 to $1,500,000 monthly
during the 60 days the surchm‘ge Femains in
effect.

Presumably, these funds would give the
trustec of the bankrupt line enough time to
reorganize the road mm a money-making
operation, .

Oppenents of the surcharge argued that.
possible traffic diversion eould lzave the
railrozd in even worse financial shape,

Diversion estimates ranged from 8 to 25
per eent, But ncither side produced figures Lo
buttress the predictions,

Dr. Paul H. Banner, executive viee-
president of the Rock Island, summed up the
diversion issue: "We know there will be some.
But have no idea how much,” he said.

With the Rock Island azsured of receiving
funds to continuc operations, at least tem-
porarily, the scene now shifts to Capiiel Hill
and the U.5, Railway Asscciation where ihe
road will -attempt tc¢ gain more operating
funds.

Congressionsi NMeasures

Presently pending belore Congress are five
bills dealing wilh the Rock Island sitvation.
Three sim at oporations and two deal with
funding.

Perhaps the bill with the best chancs -of
getting somewnere is 8. 917 and its. com-
panion bill H.R. 4261, intreduced by Senator
James B. Pearson {R-Kan.) and Represen-
tative Larry Winr, Jr. (B-Kan.).

Basically, the bill would give the Cam-
mission authovity to allow railrozds in-
terested in merging with the Rock Island to
take owver should the RI cease operations
because of financial probiems.

The temporary authority would be ac-
complished through a proccdure similar to
temporary takeover applications in motor
carrier merger cases (F.W,, Mar, 10, p. 29}.

In addition, several midwestern senators
and represenlstives  have intreduced
leprislation calling on the Department of
Transporiation to loan $i00 miltion to the
Rocl Island,

The bill, H.R. 4898, was introduced by
Representative Glenn L. English {R-Olla.),
and otliers, The number of the companion hill
in the Senate it 5, 1306 {T.W., Mar. 24, p.

73).
(Sze earlier s tcry on page 6:2)
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Tabie {~7

Ann Arbor Projected Marine

Operating Costs, 1974(1)

Category

;jBoaT Operation
Boal Maintenance
ey Miscel laneous Operations
"l Depreciation - Boa'
“f{nsurance -~ Boat
_Frankfort Station and Dispatch Expense

< Dock Maintenance and Depreciaticn

Kewaunee Station, Joint Costs
5

ZiCasualty Costs
PRT and RHAW

B Subtotal -
- Less Passenger Revenue (12Z2-Month Average)
Total

?ENO+9: Appendix B, Reference 13,

2 Frankfort Maintenance of Equipment (Car Inspection) .

(As shown in USRA Plan)

1 Three Locomotive Units (Maintenance and Depreciation)

Operating Cost per Month

$ 99 000
I3 200
600
28 700
10 300

8 000
[0 500
2 200
I 600
Il 250
14 300
39 500

$239 150

(10 900)
$228 250

o ADJUSTMENT OF BOAT COSTS TO REMOVE INTERCHANGE
» EXPENSES AND OTHER OVERSTATEMENTS

e Line A. T. Rearney
_No. ftem Amount Factor
. interchange Cost Inct. By
: Marine Operating Costs
S . Frankfort Station & Dispatch Exp. $ 8 000
2 Frankfort Maintenance of Equipment $ 10 500
A (Car Inspection) -
3 Three Locomotive Units (Maintenance $ 11 250 1/3
' and Depreciation)
?@ 4 Depreciation ResfafemgnT $ 28 700 5.399 ﬁ/
' System. Overheads
5 Casualty Cosfs $ 14 300 -
6 PRT and H&W 39 500
7 sub Total $112 250
.. B Other Expenses Not Restated 116 000
S Total Expense--~Sum, L.7+L.8 $228 250
.10 Average Loaded Cars per Month | 592
N Cost per Loaded Car--L.9 + L.10 5 143

EXHIBIT #15

A/ Used AA rallroad acival depreciation rate x book value of $3,45%,459,

Restated

$ 3750

$ 15 512

-

$ 19 252
116 000
$135 262
| 592

§ 85
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Table A7

Pfojecfed Operating Cés?s of
Upgraded Carferry
{As shown in A. T. Kearney Study)

Operating Cost

Source

Appendix A, Table A-3

Previous Kearney Sfudy

Data (Confidential)

A.C. Robinscn Testimony

Docket No. AB-49

A.C. Robinscen Testimony

Docket No. AB-49

Category ] per Month (1)
Current Operating Cost $228 250
of Viking (1974) '
Increased Fue!l Cost : 20 000
Increased
Additional Vessel 5 000
Maintenance
Additional Vessel De- 5 000
preciatlion o
Total $258 250
Note: . (1) MNo change in interest cost is shown since this would depend on

financing arrangements. Passenger and truck fraffic is con-

servatively estimated to remain unchanged.

RESTATEMENT OF PROJECTED OPERAT!NG COSTS

OF UPGRADED CARFERRY

+

Current Qperatira Cost of Viking (1974)
Increased Fuel Cost

Additional Vessel Maintenance
Additional Vessel Depreciation

Sub Total

Other Additions and Credits

Interest on $18,000,000 @ 6%

Reduction in Crew Complemaent Costs @ $16,000

Per Man--35 vs. 24
Additional Revenue From New Truck Dock and
Fassenger Facilities at 46% of Capacity
Restated Operating Costs~-Sum, L.5 fthru i, 8
New Traffic Esiimalte From A.T. Kearney Report

Restated Cosls per Car--L.9 = L.10

- EXHIBIT $16

Amount

$135 258
20 000
5 000
5 000

$165 258

$ 90 000
(§ 14 667)

($136 100)

$TOT 49T
3913

$ 27

&
I’.
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INTERCHANGE ADJUSTMENT FOR MOVEMENTS VIA {HICAGO

[tem

Interchange Swltching Cost

Interchangs Car Cost (Onz Day)
Average interchanga cost per ER

Car Costs @ 2 |/2 days

Adjusted Total interchange Costs

. Box Car, G§, Unequ?pped, Empty Return Ratio

Box Car, GS,'inTerchange Costs

Box Car, GS, Equipped, Empty Return Ratlo

Box Car, GS, Equipped, Interchange Cosis
Eox Car, 85, Empty Retura Ratio
Zox Car, 55, intorchange Costs

Open Hooper, G5, Empty Return Ratio

: Open Hopper, GS Interchange Costs

.Refr., Mech., Empty Return Ratio

Refr., Mech., lInterchange Costs

Source

ICC Stm., 1CI-70, Table

ICC Stm. {Ci-70, Table
Sum, L. 1 + L.2 x 1/2

Lo 2% 2.5

Sum, L. i + L. 3
ICC Stm. 1C1=70, Table

L. 4 xL.5

12, L.2,7

12, L.3,8

i4

ICC Stm. ICI1-70, Table 4

L. 4 x L, 7

ICC Stm. 1CI-70, Table

L. 4 xL. 9

[CC $tm. IC1-T0, Tadle
Lo 4 x L.t
ICC Stm. 1C1-70, Table
L.t x L. 13

14

14

‘Reglon Region Region Fsgien Rzgion reri=a
1 i1 ly v i v
$14.04 $14.09 $ 8.38 $ 9.82 $14.47  §12.23
$ 432 $4.% 0§ 307 $3.22 543 §3.73
5 5.18 $9.23 $ 5.73 $ 6.52 $6.30 5 7.59
$10,80 $10.50 $ 7.58 $ 8.05 $10.35  § $.23
- $24.84 $24.99 $16.06 $i7.87 $24.80  S20.33

1.51 1.51 1.48 1.50 1.43 1,43
$37.51 $37.73 $23.77 $26.81 $36.70  $32.03
1.80 l.80 .82 1.56 1.56 .55
$44.71 s44.98  $29.23 $27.88 $35.60  $31.52
1.95 1.95 1.79 1.8 181 e
.848.44 $48.73 $28.75 $32.34 544,89 €22.27
i.87 i.87 1.9l 2.10 2.10 202
$46.45 . $46.73 $30.67 $37.53 §52.08  $45.01
t.69 1.69 171 (.47 1,47 157
$23.73 $14.33 $14.44 §21.27  $18.05
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o ADDED INTERCHANGE COST AT CHICAGO FOR EACH RAILROAD

té : Reglion  Region Region - Regicn '
e , 1t 111 v Vi

|

B

Y9 Box car G5 L.6 ~ (L.2A x L.5)  $23.65  $23.79 $17.03  $22.94

e Box car GSE L.8 - (L.2A x L.7) 28.17 28.37 . 17.71 24.18
- Box car S5 L.10 ~ (1.2A x L.9) X% 30.73 20.54 28.06
ig -Open Hﬁpper L.12 - (L.2A % L.ll)'29.29 XK b2 32.55

Refr. L.14 - (L.1x1/2xL.13} xx 11.90 7.22 xx
il

EXHIBIT #17
“Page-2 of 2
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10

12
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fftem

Marine Cost (Restated)
Owasso to Kenoshz
Green Bay to Defroﬁ'-
Green Bay to Tolede

Algoma to Pittsburgh .

Wisconsin Rapids to Jersey City

Wyandotte to Milwaukee

Dearborn to 5t. Paul

Green Bay to Lims

Casper to Flat Rock
Tofal

fverage To Nine Movements

. Net Difference--All Rail vs.

Ferry

(%

Present

Service

$ 85
$  437.49
395.07
456.32
. 596.27
961.16
5C3.76
534,97

431.02

948,64

$5 2587.70
$ 585.30

15.70)

- Up

Graded

Service
Increased

3
$

Tratfic

27
379.49

340.07

398,32

890.64

54
3

(3

538.27
903,16
445,76
476.97

373.02

145,70
527.30

"73.703

PARTIAL RESTATEMENT COF TABLE D2
COMPARISON CF TOTAL MOVEMENT £DSTS

i

All Rail .

‘s 451.29
433,89

472.25

62..62

992,30

284,16
570.71
412.01
970.77

$5 409.00

5 601,80

Total
Revenues

27

645 -

) 879
927
BO7
124
288

1250

$5 406

$ 72

Restated
Ravenuya






