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Contributions Wanted!
We are always looking for articles, photographs, or any
other information for publication in Green Bay and
Western Lines. Digital files are preferred, either by
e-mail or disk, but all material is welcome and we will
take it any way we can get it. Photographs should be
scanned at least 3000 pixels wide, preferably JPEG,
TIFF or PSD formats, but we can work with most digital
formats. We can scan prints and slides and will return
all materials promptly. If you have any questions, please
contact the editor.
We are working on articles on these topics and we solicit
anything you might have on them: C430 no. 315, and
the 1965 Mississippi River flood. Thank you.
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From the President
We have to talk.
No, this isn’t one of those “honey do” lists. But we
need your feedback. Without it, we are going at this
blind.
There comes a time when all organizations and
businesses need to re-evaluate their goals and see what
works and what doesn’t.
Understand, we have only been around for six years.
However, one chapter of the National Railway Historical
Society that has been around for 30 years finished their
first Master Plan only a few years ago.
With the experience brought forward from our members and leadership we have learned a lot. But even
with this help, we still need your assistance.
The Society is at a pivotal point and we are ready to
grasp this opportunity and capitalize on it to bring your
experience to the next level.
Enclosed you will find a membership survey. You
will see a few of these over the coming years and we are
asking you to find the time to fill it out and return it in
the postage paid envelope.
Please don’t limit your feedback to checking boxes.
If you want to write additional comments, please include
those as well.
Most of all, we need you to volunteer your time
to assist with projects, as it will all combine to aid in
the Master Planning activities taking place. More details
on this to follow.
We appreciate your feedback and hope to see and
hear from you soon.
Highball,
Jesse Fameree

GBW Website

Be sure to check out www.greenbayroute.com for
prototype and modeling information on the GBW
and its predecessors. We will soon be revamping
www.gbwhs.org.

On The Cover

Burlington Northern business cars Como and Red
River (rear) leave Norwood Yard in Green Bay on the
rear of train No. 1 in September 1979. This was well
after BN failed in their attempt to buy the GBW; even
though Itel had owned the GBW for almost a year, the
Green Bay Route was still an important connection for
the BN, and their officials were in town to meet with
customers. Dan Luedke photo

Winners and Losers
in the 1978 GBW Sale

by Mark Mathu

The Green Bay, Winona & St. Paul was reorganized as the Green Bay & Western in 1896, setting the stage for
some of the investors’ heirs taking a bath 97 years later. GBW&StP No. 12, built by Dickson in 1874, is eastbound at Ogdensburg in the 1880s. Oliver Parks photo, Mailer-Luedke collection
The bidding war for the Green Bay & Western in
the second half of the 1970s was an interesting time in
the history of the railroad. Burlington Northern’s 1974
proposal to purchase the railroad was mired in a lengthy
review by the Interstate Commerce Commission and
litigation from opposing railroads. Suddenly in late
1977, three additional companies expressed interest in
the GBW and the offer price swelled from $3.4 million
to $8.0 million in under three weeks’ time.
In order to better understand the timeline of events
which led up to the bidding war and Itel Corporation’s
eventual acquisition of the GBW, we need to step back
over 80 years earlier to see the circumstances behind
the financial organization of the GBW.
Foreclosure on the Green Bay, Winona & St. Paul
In the late 1880s the Green Bay, Winona & St. Paul
Railway was failing to make interest payments on its
bonds. Defaults in 1885, 1889 and 1894 put Farmers
Loan and Trust, which held the mortgage on the railroad, as receiver of the railroad. An 1892 refinancing
plan attempted to improve the future prospects of the
railroad but in 1893 the worst depression the United
States had ever experienced up to that time halted the
progress. In 1895 the FL&T foreclosed on the railroad.
Not wanting to lose their investment, the GBW&StP

bondholders charted the Green Bay & Western Railroad
Company with the goal of purchasing the bankrupt
property and providing financial relief to the current
bondholders.
Shares in the New Green Bay & Western
The new GBW railroad was financed by two types of
investments, capital stock and debentures. The debentures represented debt which was not secured by any
type of collateral, unlike a bond. Only the capital stock
had voting rights to elect the board of directors.
Common Stock
The holders of the first mortgage of the GBW&StP
received all the common stock of the new GBW —
25,000 shares with a face value of $100 each, $2.5
million total. In essence the lenders of the old company
had now become the owners of the new railroad. Only
these stock shareholders had voting rights.
Class A and B Debentures
The second mortgagees and old shareholders
received GBW’s Class A debentures – 600 shares with a
face value of $1,000 each, $600,000 total, in exchange
for investing $600,000 of new money in the GBW. They
also received GBW’s Class B debentures — 7,000
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The “Three Lines” - the Soo Line, Milwaukee Road, and Chicago and North Western – combined forces to
oppose the Burlington Northern’s offer to buy the GBW. They proposed a counteroffer to buy the GBW for $4
million, split up parts of it among themselves, and abandon the rest. Above, Alcos outnumbered EMDs when
GBW, Milwaukee Road and CNW power was on display at Green Bay on June 30, 1984. Below, Soo and GBW
meet at Plover in April 1976. Above, Dan Luedke photo; below, Bill Christopher photo
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shares with a face value of $1,000 each, $7.0 million
total, in exchange for the second mortgage and common stock of the GBW&StP. The intent of the Class B
shares were to give the stockholders and second mortgage owners of the old GBW&StP a chance to recoup
their losses . . maybe, eventually, possibly.
Distributing the Wealth
The reorganization of the
GBW&StP and formation of the
GBW was completed on June
10, 1896. When the GBW had
annual earnings to distribute to
shareholders it was paid in this
order as money was available:
The Class A holders were paid
up to 2.5% of the face value of
their shares, then the stock holders were paid up to 2.5% of face
value of their shares, then both
the stock and Class A holders
were paid equally another 2.5%,
up to a total of 5.0% each. If —
and only if — there was additional
income beyond that, would the
Class B holders ever see an annual payment. And even then it
came only at the discretion of the
board of directors.
Clearly the Class B shareholders were the ones left holding the
door open for the other investors
when it came time to get paid
out of annual earnings. But the
Class B shares had one special
feature the other shares didn’t
have: if the GBW was ever sold or
reorganized, the Class B shareholders got all the excess money
after the outstanding loans and
the face value of the stock and
Class A shares were paid. The
specific wording on the Class B
debentures was: “. . any such net
proceeds remaining after such
payments shall be distributed pro
rata to and among the holders of
this series of Class B Debentures.”

The 1970s Bidding War
Now let’s jump ahead to the 1970s and examine
the timeline on the bidding war and Itel’s purchase.
The same financial organization is still in place with
stock holders and the Class A and Class B debt holders. Over the years the railroad had bought back some
of its shares which reduced the
outstanding shares of stock to
18,000 common shares, three
Class A shares, and 6,376 Class B
shares. The combined face value
of the stock and Class A shares
is $1.8 million, and any offers to
buy the railroad in excess of that
amount would go to the Class B
shareholders.
October 22, 1974
Burlington Northern tenders an
offer to buy all classes of GBW
shares: $100 for each stock
share, $1,000 for each Class A
share, and $250 for each Class
B share. The BN had a strong
interest in the GBW because of
heavy interchange traffic and
feared a loss of access to Wisconsin markets if the GBW could not
sustain itself long-term.
Prior to making the offer, BN
reached an agreement with the
GBW board to support their
tender offer; a list of shareholders’ names and addresses was
also given to the BN as part of the
agreement. The offer required Interstate Commerce Commission
approval, a lengthy process; it will
be more than a year before the
ICC holds its first hearing on the
merger. The total value of BN’s
offer is $3.4 million.

GBW Debenture B shares were
ornately printed. Jesse Fameree
collection

It was a clever balance of power; those who controlled the company with voting shares could only profit
through healthy annual operations of the railroad, while
those whose shares would profit from a sale didn’t control the company.

March 5, 1976
While still under ICC review, the
Soo Line, Milwaukee Road, and
Chicago and North Western (the
“Three Lines”) went on record as opposed to the BN
offer and instead proposed a counteroffer to purchase
the company for $4.0 million and sell off assets and
abandon parts of the line.
Meanwhile a group of the Class B holders also petitioned the ICC to oppose the sale on the grounds that
they were not being offered enough for their shares; the
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In March 1976, the Interstate Commerce Commission held hearings in Green Bay on the Burlington Northern’s
proposal to buy the GBW. Green Bay Press-Gazette photo
stock and Class A holders were being offered the full
face value of their investment, while the Class B holders
were only being offered 25% of the face value.
July 15, 1977
The ICC approves the BN offer, rejecting the Three
Lines counteroffer. They also reject the Class B shareholders opposition.
August 4, 1977
The Three Lines appeal to the courts to obtain a
stay on the ICC approval by making a new counterproposal on terms similar to the BN offer.
August 9, 1977
A&K Railroad Materials becomes the third bidder
on the GBW by announcing it intends to purchase 51%
of GBW stock at $120 a share in order to get voting
control of the company. The value of A&K’s bid is $1.1
million. The GBW board refuses to give A&K a shareholders list, contrary to what they did for the BN, citing
the agreement they signed with BN three years ago.
August 17, 1977
William Texido, formerly of Itel’s rail division, forms
a new company called Brae Corporation after failing to
convince Itel to buy the GBW. Brae quickly enters the
business of leasing freight cars.
October 1, 1977
Operation of the Ann Arbor Railroad was transferred
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from Conrail to Michigan Interstate Railway. Conrail
intended to abandon the north end of the AA, including
the carferry connection to the GBW. With an influx of
state and federal assistance, the railroad’s facilities are
upgraded and daily service to Kewaunee resumes; it was
only three times per week under Conrail. This revitalization of the cross-lake connection greatly improves the
prospects of the GBW, and the bidding war heats up.
October 17, 1977
With the BN offer still in limbo in the court system,
Texido visits GBW president Weldon McGee and makes
an informal offer on behalf of Brae to acquire GBW’s
shares. GBW’s board studies the proposition for several
days but decides to stay with the BN offer.
Tuesday, November 22, 1977
Despite not having GBW board approval, Brae
makes their formal offer to buy GBW shares: $100 for
stock, $1,000 for Class A, and $275 for Class B. The
total offer is $3.6 million, $160,000 above BN’s offer.
All of the increase is in the price for the Class B shares.
Saturday, November 26, 1977
Joseph Costello, the president of Itel’s rail division,
sends a letter to McGee making an offer of $5.8 million
to purchase the railroad outright. According to GBW’s
financial organization, this offer equates face value for
stock and Class A shares and $625 per share for the
Class B shares. The price on the Class B shares has
gone from $275 to $625 in under a week.

Monday, November 28, 1977
McGee receives a phone call from Costello informing him that the letter with Itel’s offer was mailed.
McGee has not received the letter and is preparing to
leave for New York to attend a board of directors meeting scheduled for the following day to reconsider Brae’s
$3.6 million offer.
Tuesday, November 29, 1977
Itel delivers a copy of their Saturday letter by hand to
the GBW board meeting. The board rejects Itel’s $5.8
million offer and accepts Brae’s $3.6 million offer instead, realizing that Itel’s offer requires ICC approval and
would result in the same delays that were holding up the
BN offer. The Brae offer does not need ICC approval.
Itel’s Costello is informed of the decision and he tells
McGee he will visit him within the next several days.
Wednesday, November 30, 1977
After working its way through the courts, the ICC
approves BN’s offer of $3.4 million. McGee returns to
Green Bay from the board of directors meeting.
Thursday, December 1, 1977
BN withdraws its offer, in disgust of what it calls “a
classic case of regulatory lag.”
Friday, December 2, 1977
Itel’s Costello meets with McGee and informs him
that Itel will make an offer of $225 for each stock,
$1,000 for each Class A, and $275 for each Class B.
This offer is $5.8 million, just like their earlier offer which
the GBW board rejected, but now much of the proceeds
go to the Class A shares which are priced at over twice
their face value.
Saturday-Sunday, December 3-4, 1977
Itel’s chief in-house lawyer calls McGee at home
over the weekend and sets up an appointment for the
following Thursday to formally present their tender offer,
for mailing to GBW’s shareholders.
Wednesday, December 7, 1977
Brae raises their offer to $225 for each stock,
$1,050 for each Class A, and $300 for each Class B.
This new offer is $6.0 million, $200,000 higher than
Itel’s and $2.4 million above BN’s offer from only fifteen
days earlier!
In keeping with the prior week’s board decision approving the Brae offer, the GBW provides mailing labels
and a letter signed by McGee endorsing Brae’s offer.
The mailing labels and letter are delivered to KelloggCitizen’s National Bank for mailing to all shareholders.

Thursday, December 8, 1977
Itel presents their formal tender offer to McGee,
which includes a trust plan to allow shares to be purchased prior to ICC approval. Even if the ICC eventually denies the purchase, shareholders will already have
been paid and the burden of unloading the shares will
fall on Itel. The terms of the offer are raised to $6.0 million, matching Brae’s offer made on Wednesday.
McGee calls Brae to see if their offer had been
mailed but Brae refuses to give him an answer. The Itel
representatives meet in private and come back thirty
minutes later with a handwritten note increasing their
offer to $330 for each stock, $1,050 for each Class A,
and $325 for each Class B – a total of $8.0 million. The
price offered for the stock has increased significantly.
Friday, December 9, 1977
A printed copy of Itel’s offer is delivered to the GBW.
McGee mails it to shareholders with another signed letter, this time informing holders that the GBW withdrew
their endorsement of the Brae offer and are making no
recommendation at this time.
Monday-Tuesday, December 12-13, 1977
Amid a flurry of inquiries from shareholders on how
to proceed, the directors realize that some board position is needed.
Wednesday, December 14, 1977
The board sends a mailgram to all GBW shareholders recommending acceptance of Itel’s $8.0 million
offer.
Sunday, December 18, 1977
In the middle of this bidding war, the Milwaukee
Road — one of the Three Lines which made a counteroffer to BN’s original offer – ironically files for bankruptcy.
January 1978
Brae sues Itel for $500 million for restraint of trade,
including their actions on the GBW acquisition. The
amount includes $300 million in triple damages allowed
in federal court plus $200 million in punitive damages.
January 20, 1978
The ICC denies Brae’s request for a cease and
desist order to stop Itel’s acquisition of GBW using their
trust plan.
March 1978
Brae and Itel settle their lawsuit out of court. Brae
rescinds its offer for the GBW, clearing the way for Itel’s
acquisition.
Continued on page 14
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Green Bay Gallery
Train No. 2 kicks up fresh snow as it cruises past Milepost 182
east of Independence in March 1980. Fred Hoeser photo
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In the late 1930s, the GBW began its transformation from “two streaks of rust across Wisconsin” to a faster,
heavier, more efficient carrier. As the track structure became respectable, the GBW acquired some respectable motive power: six 400 class 2-8-2s, delivered by Alco in 1937 and 1939. Above, brand new 404 pauses at
Blair in 1939. The three gents posing in front are (from left) Engineer N.H. Christiansen, Road Foreman Loyal
J. Van Dreese, and Chief Mechanical Officer Ted M. Kirkby, who designed the 400s. Below, the 405 is eastbound with a mixed train at City Point in 1940. Above, R. Dissmore photo, Mailer-Luedke collection; below,
Earl Ruhland photo, Mailer-Luedke collection
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The good people of Iola have turned out for a portrait at the Iola & Northern depot in 1894, a year after the railroad was completed. I&N 4-4-0 no. 1’s history isn’t entirely clear, but it was probably built by Grant in 1872 as
GBW no. 4, the Moses Taylor. It was traded back to the GBW for another 4-4-0 at an unknown date.
Like many shortlines, the I&N ran out of construction money before it ran out of name; the railroad ran only four
miles south to a connection with the GBW at Scandinavia. The little line was absorbed by the GBW in 1915
and abandoned in 1956. Today even the GBW mainline through Scandinavia is gone, but the Iola depot has
been preserved along with DM&IR caboose C-58, seen below on March 29, 2009. Above, Oliver Parks photo,
Mailer-Luedke collection; below, Bill Christopher photo
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GBW President
promoted to
locomotive
engineer
by Bill Christopher
Here’s a remarkable document: a letter from the general superintendent, informing the president of the railroad that he has just been promoted to locomotive engineer!
H. Weldon McGee started his GBW career as a laborer in the stores
department in 1934 as a college graduation gift from his father, Homer
E. McGee, a former Katy executive who had just been named president
of the GBW. Over the years the younger McGee climbed the corporate
ladder, working as machinists’ apprentice, timekeeper, yardmaster, trainmaster, superintendent, general manager, vice president of operations,
and finally succeeding his father as president in 1962. But he was never
a locomotive engineer.
In 1976, McGee spent much of his time working on the impending
sale of his railroad to the Burlington Northern. Recognizing that this
would mean his retirement, he decided to fulfill a longtime dream and
entered the GBW’s engineer training program, earning his “promotion”
on November 16, 1976.
McGee cherished this accomplishment, and used it on occasion.
On June 5, 1977, he took the throttle of RS11 309 at Hatfield during a
tour of the railroad with business car 1776. His longtime friend Clayton C. Tinkham, a guest on the trip, shot the train on the east bridge
at Hatfield. The 309 was McGee’s favorite locomotive; he passed his
engineer’s examination on this unit. After his retirement, it was named
for him.
Qualifying as locomotive engineer years after he became president
was just one example of McGee’s deep interest in the railroad he led. He
considered GBW employees part of his extended family, and he was a
friend to anybody who sought to preserve the GBW’s history. This would
be a better world if more business leaders shared the personal interest in
their companies that H. Weldon McGee demonstrated.
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H. Weldon McGee poses in the cab of an RS27 at Norwood in late 1978 as his career was coming to an end.
He was at the throttle of his favorite locomotive on the east bridge at Hatfield on June 5, 1977. Above, Green
Bay Press-Gazette photo; below, Clayton C. Tinkham photo

Volume 4, Number 2 ~ Page 13

At the ICC hearings on March 19, 1976, five railroad leaders posed for this remarkable photo. From left are
Soo Line President Leonard Murray; C&NW President Larry Provo; GBW President H. Weldon McGee; Milwaukee Road President Worthington L. Smith; and BN Vice Chairman and CEO Bob Downing. Green Bay
Press-Gazette photo
Continued from page 7
October 12, 1978
The ICC approves Itel’s takeover of GBW, and Itel
takes the shares from the trust. They have acquired
100% of the outstanding stock, two of the three Class A
shares, and 78% of the Class Bs.
September 21, 1981
The remaining Class B shareholders file a classaction suit against the former GBW board claiming they
breached their fiduciary duty to them by failing to act on
Itel’s November 26 offer to purchase the railroad outright, instead opting to accept Itel’s later offer. The later
offer paid significantly higher amounts to the stockholders instead of the Class B holders.
The Class B holders also claim Itel’s acquisition of
the shares was in fact a sale or reorganization of the
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railroad, and the Class B shareholders are thus entitled
to the net proceeds after the stock holders and Class A
holders are paid face value on their shares. They also
seek damages and selling of the GBW’s assets if necessary to settle the claims.
October 19, 1981
The former GBW board files a motion to have the
Class B shareholders suit thrown out.
September 13, 1982
At the hearing of the class-action suit, the U.S.
District Court rules in favor of the former GBW board.
The court decides that Itel had just bought the shares
of the GBW and not the railroad itself, so the Class B
shareholders were not entitled to any pay resulting from
a sale of the railroad.
Continued on page 16
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The Green Bay & Western
Steam Era Photo CD
Locomotive Photos from the
Roy Campbell Collection
Edited by Thomas E. Burg
Available through your
GBWHS
$15.00 Member Price
($20.00 non-member)
Published by
Merrill Publishing Associates
Continued from page 14
Forward to 1993
When Itel sold the GBW and the Fox Valley & Western to the Wisconsin Central in 1993 the remaining
Class B shareholders who did not sell in 1977 were paid
the face value of $1,000 for each of their shares. They
sued once again, claiming they were entitled to ALL
of proceeds of the GBW sale above the face value of
the stock and Class A shares. Their claim was that the
railroad was worth $43 million in the sale and they were
entitled to a whopping $6,450 per share.
The federal court dismissed the suit, ruling that the
Class B shares represented strictly a debt obligation
of the railroad and did not represent ownership of the
company; thus the Class B shareholders were only entitled to the face value of their debentures. Itel, holding

all of the common stock of the GBW, received all of the
sale proceeds above the $1,000 for each Class B share.
The GBW Class B shareholders were left holding the
door for the stockholders one final time.

The Green Bay & Western Historical Society
The goal of the Green Bay & Western Historical Society, Inc., is to preserve the history of the Green Bay and Western Railroad and its affiliates. We are preserving historical
documents and stories, photographs and artifacts. Our purpose is to make this information available to our members as well as the public through our GBWHS newsletter,
GREEN BAY and WESTERN LINES. We are a 501c, non-profit, Wisconsin corporation.
Our newsletter is in its fourth volume, we recently introduced our second special run
model to the market, are currently seeking a restoration project, and we are creating our
historical archives.
Help is needed, in many forms, from writing articles for our newsletter, helping with
the archives and cataloging the preserved GBW items, to assisting in the restoration of
preserved GBW equipment, and developing accurate models of GBW equipment. We
encourage you to join and become part of what we are building. For further information
use the addresses below or check the masthead on page 2.
E-mail: information@gbwhs.org
Postal Mail: GBWHS, PO Box 12713, Green Bay, WI 54307-2713
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