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SUMMARY OF SUBJECT MATTER
TO: Members, Subcomumittee on Railrouds, Pipelines, and Hazardous Materials

- FROM: Staff, Subcommittee on Railroads, Pipelines, and Hazardous Materials
RE: Subcommittee Hearing on “Freight and Passenger Rail in Ametica’s

Transportation Systems™

PURPOSE

The Subcommittee on Railroads, Pipelines, and Hazardous Materials will meet on
Tuesday, March 5, 2013, at 11:00 a.m. in Room 2167 of the Rayburn House Office Building to
receive testimony related to the role of railroads in America’s transportation network. At this
hearing, the Comumittee will explore the importance of railroads to the U.S. economy and
introduce Members to the roles of the Federal government in rail. The Committee will hear from
the Chair of the States for Passenger Rail Coalition, Chair of the American Association of State
Highway and Transportation Officials’ (AASHTO) High Speed & Intorcity Passenger Rail
Leadership Group, and Secretary of Transportation for Washington State, Paula J. Hammond,
P.E.; President and CEO of the Association of American Railroads, Edward R, Hamberger:
National Legislative Director for the United Transportation Union, James Stem; and President
and CEQ of Amitrak, Joseph H. Boardman.

BACKGROUND

From the outset of the Nation’s founding, the facilitation of commerce has been the role
of the Federal goveinment. Specifically, the Constitution grants Congress the power to regulate
commierce among the States, Integral to interstate commerce is a robust infrastructure network
that conneets the country for trade and travel. Railvoads ate an integral part of North America’s
infrastructure network and, in turn, our economic competitiveness. From the building of the
Nation’s first railroad in 1828 —the 13-mile Baltimore and Olie Raiiroad ~ through the driving
of the Golden Spike in 1869 until now, both passenger and freight railroads have played a central
role in our Nation’s development.



vi

Freight Rail

America’s freight railroad network is the envy of the world. There are approximately 565
freight railroads in the country employing nearly 180,000 workers. These are privately owned
companies that operate over more than 200,000 miles of track throughout the Nation. Freight
railroads are divided into three groups, called classes, based upon their anmual revenues.
Generally, a Class L railroad is defined as having an annual carrier operating revenue of $250
million or more; a Class II railroad is defined as having an annual carrier operating revenue
between $20 million and $250 million; and a Class III railroad is defined as having an annual
carrier operating revenue of less than $20 million. In aceordance with Federal regulations, the
annual carrier operating revenue is measured in 1991 dollars. There are seven Class I railroads:
BNSF Railway; CSX Transportation; Canadian National; Canadian Pacific; Kansas City
Southern; Norfalk Southern; and Union Pacific. The majority of railroads, however, are Class I
and 111 railroads, kriown generally as regional or shortline railroads. The map below provides a
visual overview of the fieight railroads.
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While Class I railroads generally provide long-haul services, the Class Il and 111 railroads
often provide the first and last mile of rail freight movements. The products moved by rail,
include everything from automobiles, agricultural goods, and consumer produéts to chemicals,
lumber, and energy resources. In all, freight rail carries 43 percent of infercity fieight, which is
more than any other mode, and for every one rail job, 4.5 other jobs are supported elsewhere in
the economy:

Unlike other modes, the fieight railroads own the infrastructure over which they operate,
meaning they also invest heavily in those networks. In 2012, the freight railroads spent over
$13.8 billion in capital expenditures to improve and expand their networks. This investment is
due in large part to the movement toward de-regulation of the freight railroads beginning in the
1970s through the Staggers Rail Act of 1980 (P.L. 96-448), and culminating in the Interstate
Cominerce Comumission Termination Act of 1995 (P.L. 104-88). Deregulation allowed the
freight railroads to price competitively and respond to market forces, which has increased
productivity, enhanced safety, lowered average rates, and freed over $500 billion for ptivate
investment back into the freight network. Furthermore, particular to the Class Il and Il railroads,
deregulation has grown that industry from 8,000 miles of track in 1980 to over 51,000 miles
today. Class 1T and 111 railroads are now the feeder and distribution lines for the network,
reaching into small town, rural America to preserve those areas’ conmection to the national
network.

Passenger Rail

Tntercity passenger rail service in the U.S. is primarily provided by Amtrak, a corporation
established by Congress in 1970, to take over passenger rail services thiat private railroad
companies were previously required to operate. Today, Amtrak runs approximately 300 weekday
trains over 21,100 route-miles, mostly in collaboration with other railroads — 70 percent of train-
miles run on other railroads, while Amtrak owns 363 miles of the 457-mile Northeast Corridor
(NEC) and 97 miles of track in Michigan. Amtrak serves 46 states and 3 Canadian provinces,
carrying over 31 million riders in 2012, 3.5 percent morve than in 2011, Amtrak made $2.3 billion
from private sources such as ticket revenue while the Federal government provided $466 million
in operating subsidies and $952 million in Capital and Debt Service grants.

Amitrak currently runs three major operating lines of business: NEC Operations, State
Supported Services and Long Distance Services. Trains run on the NEC between Washington
and Boston, and carried more than 11.4 million passengers in fiscal year (FY) 2012. Specifically,
ridership on the Northeast Regional service (lower speeds with more stops) was 8.0 million and
the Acela Express (faster speeds with less stops) was nearly 3.4 million.

The State Supported Services are routes where Amtrak partners with state and regional
agencies to provide travel between points less than 750 miles apart. Continued operation of these
state-supported routes is subject to annual contracts and state legislative appropriations. State-
supported and other short distance routes cartied 15.1 million passengers in FY 2012.
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The state-supported routes ave:

State Route City Pairs
California Capitol Corzidor San Jose-Sacramento/Auburn
Pacific Surfliner San Luis Obispo—San Diego
San Joaguins Bakerstield-Sacramento/San
Francisco/Oakland
Connecticut Knowledge Corridor New Haven-Springfield
Hlinois Lincoln Service Chicago~St. Louis
Ilini & Saluki Chicago~Carbondale
Tllincis Zephyr & Carl Chicago~Quincy
Sandberg
Indiana Hoosier State Chicago—Indianapolis
Maine/Massachusetts/New Dowreaster Portland ~Boston
Hampshire
Michigan/Indiana Blue Water Chicago-East Lansing-Port Huron
Pére Marquette Chicago—Grand Rapids
Wolverine Chicago-Pontiac
Missouri Missouri River Runner Kansas City-St. Louis
New York Adirondack New York-Montreal
Empire Service New York-Niagara Falls
Maple Leaf New York-Toronto
Notth Carolina Carolinian Charlotte-New York
Piedmont Charlotte-Raleigh
Oklahoma/Texas Heartland Flyer Oklshora City~Fort Worth
Oregon/Washington Cascades Eugene-Seattle-Vancouver, BC
Pemnsylvania Keystone Corridor New York—Harrisburg

Permsylvanian

New York-Pittsburgh

Vermont/Maine/New
Hampshire

Vermonter

Washington, D.C.—~St. Albans

New York—Rutland

Vermont Ethan Allen Express

Virginia Mid-Atlantic Regional Washington, D.C.~
Lynchburg/Richmond/Newport News/Norfolk

Wisconsin Hiawatha Service Chicago-Milwaukee
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Amtrak’s Long-Distance Services consist of 15 interstate routes of 750 miles or more.
This service carried more than 4,7 miltion passengers in FY 2012. The long-distance routes are:

Route City Pairs Route City Pairs
Silver Star New York -~ Miami Texas Eagle Chicago - Los Angeles
Cardinal Chicago - New York Sunset Limited Losg Angeles — Orlando
Silver Meteor New York — Miami Coast Starlight Seattle - Los Angeles
Empire Builder Seattle — Chicago Lake Shore Limited | Chicago - New Yorl/Boston
Capitol Limited Chicago - Washington D.C. Palmetto New York — Savannah
California Zephyr San Francisco — Chicago Crescent New York - New Orleans
Southwest Chief Los Angeles — Chicago AutoTrain Lorton, VA - Sanford, FL
City of New Orleans Chicago - New Orleans
Railroad Labor

As noted above, the U.S. freight railroad industry employs nearly 180,000 workers. More
than 160,000 are employed by the seven Class I freight railroads, which are the largest U.S,
railroads; another 20,000 are employed by the 558 short line and regional freight railroads.
Amtrak, which is also a Class I railroad, employs approximately 19,000 worlers, while
commuter railroads operating on freight- and Amtrak-owned infrastructure employ an additional
29,985 workers.

The U.S. rail industry is heavily unionized. Approximately 83 percent of Class I
employees and around 60 percent of non-Class I employees belong to 2 union and thus are
subject to collective bargaining agreements. Collective bargaining agreements between railroads
and their employees are governed by the Railway Labor Act (RLA), which was first passed in
1926. Collective bargaining for most other industries is governed by the National Labor
Relations Act.

Most Class 1 railroads and 3 number of non-Class I railvoads bargain on a “national
handling” basis. National handling covers more than 90 percent of the Nation’s unionized rail
employees. Under national handling, a group of railroads acting as a unit negotiates with a union
or group of unions for an agreement that applies to all those who participate in the bargaining.
Amtrak also negotiates on a national handling basis. The members of each union, however, must
ratify their contracts on an individual basis once a tentative agreement is in place. There are
currently 13 major unions that represent rail workers.

! The 13 major rail unions are: the Ametican Train Dispatchers Association, the Brotherhood of Railroad
Signalmen, the International Association of Machinists and Aerospace Workers, the International Brotherhood of
Boitermakers, Blacksniiths, Forgers and Helpers, the International Brotherhood of Blectrical Workers, the Natjonal
Conference of Firemen and Oilers - SEIU, the Sheet Metal Workers International Association, the Transporiation
Communications International Union, the Transport Workers Union of America, the United Transpostation Union,
UNITE-HERE, the Brotherhood of Locomotive Engincers and Trainmen Division of the International Brotherhood
of Teamsters, and the Brotherhood of Maintenance of Way Employes Division of the International Brotherhood of

Teansters,



Federal Roles

The Federal government currently plays several key roles within the railroad industry.
Through the Federal Railtoad Administration, a modal administration within the U.S.
Department of Transportation (DOT), the government oversees railioad safety and manages rail
infrastructure programs. Independent of DOT, there ate three Federal government boards: the
Surface Transportationi Board, which administers economic regulation of the railroads; the
Railroad Retirement Board, which manages railroad retirement and unemployment programs;
and the National Mediation Board, which administers the RLA to ensure interstate commerce is
not interrupted by railroad-labor disputes. In addition to these governmental agencies, Congress
also provides suppoit to Amtrak through anoual appropriations.

INVITED WITNESSES

The Honorable Paula J. Hammond, P.E.
Secretary of Transportation, Washington State
Chair, States for Passenger Rail Coalition
Chair, AASHTO’s High Speed & Intercity Passenger Rail Leadership Group

Edward R. Hamberger
President and Chief Executive Officer
Association of American Railroads

James Stem
National Legislative Director
United Transportation Union - SMART

The Honorable Joseph H. Boardman
President and Chief Executive Officer
Amtrak



FREIGHT AND PASSENGER RAIL IN
AMERICA’S TRANSPORTATION SYSTEM

TUESDAY, MARCH 5, 2013

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON RAILROADS, PIPELINES,
AND HAZARDOUS MATERIALS,
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE,
Washington, DC.

The subcommittee met, pursuant to notice, at 11:04 a.m. in room
2167, Rayburn House Office Building, Hon. Jeff Denham (Chair-
man of the subcommittee) presiding.

Mr. DENHAM. The subcommittee will come to order. First let me
welcome our distinguished witnesses and thank them for their tes-
timony today. We invited you because each of you represents a key
stakeholder group involved in our Nation’s rail industry.

As you know, passenger and freight rail, coupled with railroad
suppliers and union workers play important and dependent roles in
our Nation’s economy, and are vital to its success. As you all may
know, Chairman Shuster and I are committed to rail reauthoriza-
tion this year. I say again, “this year.” And hopefully, this hearing
will be a productive start to a bipartisan effort.

We need to be pragmatic and transparent, and we will need all
parties to participate in order to deliver the best bipartisan product
to the House floor. We want to make it a point to welcome all ideas
from many viewpoints, in order to make the most robust and com-
prehensive reauthorization. We thought an educational hearing on
our Nation’s rail industry would be the best way to start and really
have a very productive conversation.

Railroads are an integral part of North America’s infrastructure
network and, in turn, our economic competitiveness. From the
building of the Nation’s first rail in 1828 until now, both passenger
and freight railroads have played a central role in our Nation’s de-
velopment. It is important to note that the U.S. freight rail system
is the number one in the world, with our passenger rail system also
increasing ridership yearly.

Our witnesses include representatives of freight and passenger
rail, as well as representatives of States and labor. And they will
describe their interdependent roles in this important industry.
Since I don’t want to repeat their testimony, let me very briefly de-
scribe the current Federal role in the railroad industry.

First, the Federal Railroad Administration, a modal administra-
tion within the U.S. Department of Transportation, oversees rail-
road safety and manages rail infrastructure programs. Independent
of DOT, there are three Federal Government boards: the Surface

o))
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Transportation Board, which administers economic regulations of
the rail; the Railroad Retirement Board, which manages rail retire-
ment and unemployment programs; and the National Mediation
Board, which administers the Railway Labor Act to ensure inter-
state commerce is not interrupted by railroad labor disputes.

Finally, Congress also provides support by authorizing and sub-
sidizing Amtrak, which operates intercity passenger rail and owns
a majority of the Northeast Corridor. Our goal for this year is to
re-examine the Federal Government’s role and discuss and analyze
what has worked in the past, and what needs to be reformed.

The purpose of this is to be an educational hearing. So I ask the
witnesses and Members to try and save their policy preferences for
future hearings. Again, I thank the witnesses for being here with
us today.

I would now like to recognize Ranking Member Corrine Brown
from Florida for 5 minutes to make any opening statements she
may have.

Ms. BROWN. Thank you, Mr. Chairman, and I want to thank you
for holding this hearing today. I know that you are committed to
improving our Nation’s freight and passenger rail system, and I am
looking forward to working with you and this Congress for impor-
tant legislation. This hearing will be very helpful to our new Mem-
bers, and a good start in preparing to re-authorize the Passenger
Rail Investment and Improvement Act.

I truly appreciate what freight and passenger rail have done and
will continue to do for our country. And I am pleased again to serve
as ranking member of the subcommittee for the 113th Congress.
My top priority for rail is to continue to increase investment in
freight and passenger rail, expand passenger and high-speed rail
throughout the country, ensure a safe workplace, and, most impor-
tant, put America and the entire community back to work.

I will also continue to fight to ensure minority participation in
leadership and contracting throughout the transportation industry.

The fact is that railroads are the backbone of the North Amer-
ican transportation network. From the building of our Nation’s first
railroad in 1828 to the creation of Amtrak in 1970, railroads have
played a central role in our Nation’s economic development. Every
year, American freight railroads invest billions of dollars of their
own capital, not taxpayers’ money, to maintain bridges, lay new
tracks, purchase equipment, and upgrade signal systems.

In fact, railroads spend five times more on capital expenditures
than the average U.S. manufacturer. In 2013, railroads plan to
spend $24.5 billion in maintenance, growth, and modernization of
the network.

Amtrak is also investing, thanks to an increased funding author-
ization by the Passenger Rail Investment and Improvement Act of
2008, and provisions that provided appropriations in the American
Recovery and Reinvestment Act of 2009. In 2012 Amtrak carried a
record number, 31.2 million passengers, a 55-percent increase since
1997. Meanwhile, their request for operation assistance has de-
creased.

Together, our Nation’s freight and passenger rail employs about
250,000 people. Railroad suppliers employ about 95,000 workers.
Thanks to these hard-working men and women, we literally have
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the greatest freight rail system in the world. I hear this from
transportation leaders across the globe. In fact, any time you trav-
el, they want to know about our freight rail system.

In addition to easing highway congestion, shifting freight from
trucks and passengers from cars to rail have substantially environ-
mental and energy benefits. Freight trains are at least four times
more fuel-efficient than trucks, and can move 1 ton of freight 436
miles with a single gallon of fuel.

Is my time up?

[Laughter.]

Ms. BROWN. In closing, I want to welcome today’s panelists, espe-
cially Mr. Boardman—we should have a witness chair named after
him for being here so many times. I am looking forward to hearing
your testimony and your ideas for preparing our rail system for the
future.

Thank you very much, and I will yield back my time and ask any
additional questions at the proper time.

Mr. DENHAM. I now call on the chairman of the full committee,
Mr. Shuster.

Mr. SHUSTER. Thank you, Mr. Chairman. I just want to welcome
the folks here, the witnesses today. Appreciate you being here. And
I just want to echo what the ranking—distinguished ranking mem-
ber said about—we have the finest rail freight system in the world,
and we want to make sure that it continues to be, that it continues
to not have to rely on the Federal Government for funding, and
that they continue to be prosperous and invest 18 to 20 percent of
their revenues back into the system.

But also, appreciate the help—the chairman having this hearing
to not only talk about freight rail, but passenger rail. I think it is
pretty clear—I have made it pretty clear I really want to try to do
something to reform Amtrak, to make sure that—it may never
make a profit, but we need to make it move in that direction. I ap-
preciate what—some of the things Mr. Boardman has done over his
tenure as CEO at Amtrak, but we need to sit down—Ilabor, man-
agement, Congress—and figure out how we need to move forward,
and focus on those areas that I believe can be—or that are profit-
able, and build on that, and look at other areas that aren’t, and fig-
ure out ways to correct them or spend them or reform them in such
a way that we can be moving in the right direction.

I think it is critical that we have passenger rail in this country,
some places a lot more than others. And, of course, it is no secret
the Northeast Corridor is one of those places that should shine,
even more than it does now. And just full disclosure, I do not live
along the—western Pennsylvania is not in the Northeast Corridor.
So for those folks that say that is, you know, parochial interest, it
is not. I think it is of interest to anybody who lives in that corridor,
that population density, that we continue to see significant im-
provements to Amtrak and its operations there, as we move for-
ward.

So, I am going to be working very closely with the chairman as
we move forward to do a rail reauthorization bill this year.

So, Mr. Chairman, thank you for yielding me the time. I yield
back.
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Mr. DENHAM. I now call on Mr. Mica, former chair of the full
committee.

Mr. Mica. Well, just a minute. First, I want to thank Chairman
Shuster, Chairman Denham, and Ranking Member Brown for con-
ducting this meeting, and doing an assessment from all the stake-
holders.

Just 1 second to remind folks that the last time we did a rail re-
authorization it took us 11 years. And working in a bipartisan
manner with Mr. Oberstar, we were able to pass the current PRITA
legislation we all worked on, which had some good elements, the
high-speed rail, a whole host of improvements that we really need
to look at again.

So, I think it is very important that we work together. This could
be, I think, one of the most important things that we do. We
weren’t able to get reforms like RIF in the final MAP-21. We tried
to do that rail section, we had some disagreements. But I think
that we can resolve those differences, so I salute Chairman
Denham, Chairman Shuster, Ranking Member Brown, and look
forward to working with everyone as we move this important legis-
lation forward. And thank you.

Mr. DENHAM. I would like to again welcome our witnesses here
today. Our first panel will include: Mr. Ed Hamberger, president
and CEO of the Association of American Railroads; the Honorable
Paula Hammond, who holds three titles as the secretary of trans-
portation of Washington State, the chair of the States for Pas-
senger Rail Coalition, and the chair of AASHTO’s High-Speed and
Intercity Passenger Rail Leadership Group; James Stem, national
legislative director of the United Transportation Union; and once
again, our frequent visitor, the Honorable Joseph Boardman, presi-
dent and CEO of Amtrak.

I ask unanimous consent that our witnesses’ full statements be
included in the record.

[No response.]

Mr. DENHAM. Without objection, so ordered. Since your written
testimony has been made part of the record, the subcommittee
would request that you limit your oral testimony to 5 minutes.

Mr. Hamberger, first I would like to take the opportunity to rec-
ognize you and the association for your participation in the Vet-
erans Jobs Caucus and the rail industry’s commitment to hiring
our veterans. Thank you for your efforts. And with that, please pro-
ceed.
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TESTIMONY OF EDWARD R. HAMBERGER, PRESIDENT AND
CHIEF EXECUTIVE OFFICER, ASSOCIATION OF AMERICAN
RAILROADS; HON. PAULA J. HAMMOND, P.E., SECRETARY OF
TRANSPORTATION, WASHINGTON STATE; CHAIR, AMERICAN
ASSOCIATION OF STATE HIGHWAY AND TRANSPORTATION
OFFICIALS HIGH-SPEED AND INTERCITY PASSENGER RAIL
LEADERSHIP GROUP; AND CHAIR, STATES FOR PASSENGER
RAIL COALITION; JAMES A. STEM, JR., NATIONAL LEGISLA-
TIVE DIRECTOR OF THE TRANSPORTATION DIVISION OF
THE SHEET METAL, AIR, RAIL, TRANSPORTATION UNION
(SMART); AND HON. JOSEPH H. BOARDMAN, PRESIDENT AND
CHIEF EXECUTIVE OFFICER, AMTRAK

Mr. HAMBERGER. Thank you, Mr. Chairman. It is something that
we are focused on. One in four employees is a veteran. And last
year we hired 5,000 returning veterans. Thank you for the oppor-
tunity to appear before you this morning. Joe Boardman is here.
Amtrak is a member of the AAR. Joe sits on our board. So I will
focus my comments on the freight side of the house this morning,
but I am ready to talk about either side during Q&A.

If I can impress upon this committee one important salient fact
about the freight railroad industry, it is this: we are privately
owned. Unlike highways, barges, and airports, we operate on our
own right-of-way, which we pay taxes on, which we pay to main-
tain, and which we pay to upgrade. From 1980 through 2012 we
spent $525 billion—*b,” as in “boy”—in private capital to upgrade
and modernize this infrastructure. We continue that trend in 2013.
Projected spending will be $24.5 billion back into the infrastruc-
ture.

And this is the literal foundation over which passenger rail oper-
ates. Outside of the Northeast Corridor it is the foundation for Am-
trak moving around the country. So these investments are not only
for the benefit of our freight customers, but they have benefits for
passenger movement, as well.

What has this investment meant? Well, first of all, and most im-
portantly, it has dramatically improved our safety. 2012 has been
the safest year on record, in terms of accident rate, grade-crossing
incidents, and, most importantly, employee injury rate. In fact, it
is safer to work on the freight railroads and passenger railroads
than in any other mode of transportation, and many other indus-
tries, including the one comparison that I love: It is safer to work
on a railroad than it is in a grocery store.

But there are accidents and there are fatalities. We are focused
on improving our safety, working with labor, and working with the
Federal Railroad Administration—FRA. We are doing lots of re-
search at the Transportation Technology Center, where this sub-
committee has held hearings in the past. I invite you again to trav-
el to Pueblo, Colorado, to see the new technologies that we are
working on there.

Second, our investment has paid dividends for a cleaner environ-
ment. We can move 1 ton of freight almost 500 miles on 1 gallon
of fuel. In fact, Mr. Chairman, it would take just about 6 gallons
to move a ton of freight from your home district to the U.S. Capitol.
And Ranking Member Brown, it would take about a gallon-and-a-
half to get something from Jacksonville to here.
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We are, therefore, 75 percent cleaner, in terms of greenhouse gas
emissions than the trucking industry. If we could get just 10 per-
cent of the freight off the highways onto the railroads, we would
save 1 billion gallons of fuel and 11 million tons of CO2 not emitted
into the air every year. We think that that would be a good goal.
And, in fact, it is a goal of the draft freight rail plan at the Depart-
ment of Transportation.

Third, freight rail service has never been better. We are able to
give the best service in history to our customers, making them com-
petitive in global markets. But in addition to great service, rates
for our customers are lower. Railroads are moving commodities
today at an average rate that is 45 percent less than when rail-
roads moved that commodity in 1980. Railroads are moving twice
as much today as they did in 1980 for half the cost. That is the
impact of the investment our freight railroad members have made.

And I mentioned 1980 to you because none of these successes
and none of this investment would have occurred were it not for
the Staggers Rail Act of 1980. In 1980, 25 percent of the industry
was in bankruptcy. Congress was considering whether or not to na-
tionalize the industry. Instead, they passed the Staggers Rail Act,
which resulted in a balanced regulatory system, and has led to this
heavy investment, increased service, increased productivity, in-
creased safety, and lower rates for our customers.

As you take a look at policies going forward, we strongly urge
you to avoid enacting policies that would discourage this necessary
and critical private investment in the rail infrastructure—invest-
ments that boost our economy and enhance our global competitive-
ness.

This is my first opportunity to appear before you, Chairman
Denham. I have been here many times in the past, but I look for-
ward to working with you, other members of the subcommittee, the
full committee, the administration, and, of course, other stake-
holders, to address the challenges we have in the future. Thank
you.

Mr. DENHAM. Mr. Hamberger, thank you.

Ms. Hammond, you may proceed.

Ms. HAMMOND. Thank you, Chairman Denham and Ranking
Member Brown, for inviting me to participate. States have a
unique story to tell. As we sponsor intercity passenger service on
largely private freight rail networks, we work with Amtrak to oper-
ate and deliver passenger rail service, and we work with our
freight railroads to deliver projects. And, in some States, we own
commuter rail service.

Today I will talk about Washington’s freight rail network and
our Northwest Amtrak Cascade’s passenger rail program. In Wash-
ington the evolution of railroads have mirrored that of the national
trends. In 1870, the Northern Pacific began construction on its first
set of tracks in the Washington Territory. And by the turn of the
century, railroad’s connections enabled people in Washington to
have rail access to commercial centers across North America.

Today, BNSF Railroad and Union Pacific Railroads are the main
Class I railroads operating in the State, carrying freight and pas-
senger rail. I will talk first about our freight rail in Washington
State.
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We have a robust freight rail system and a strong partnership
with Burlington Northern Santa Fe, which owns the main line that
runs north and south through our State, largely along Interstate
5. In addition to that main line, we have 30—excuse me, 23 short-
line freight routes. Of those short-line routes, the State owns the
Palouse Coulee City Railroad, a 297-mile short-line railroad span-
ning 4 counties in agricultural-rich eastern Washington.

The combination of the short-line routes and the main-line routes
provide a very essential link for our agricultural and manufactured
goods to market. And it is one that supports not only the economic
vitality of the State, but also of our Nation.

In 1990, a national shortage of rail hopper cars made it difficult
and costly for Washington State farmers to get grain to market. To
help alleviate the shortage of grain cars, the State used Federal
funds to purchase 29 used grain cars to carry wheat and barley
from loading facilities in eastern Washington to export facilities in
Washington and Oregon. From that time we have grown to own
113 railcars, which have been self-supporting, and the operating
cost has developed and enabled that program to grow. This was a
kind of a partnership with our ports in eastern Washington that
has enabled us to continue to get heavy loads on rail to market,
which then reduces the damage that is caused on our State high-
ways.

The State Freight Rail Assistance bank is an important program
in our own State. It is a loan program that we have for public sec-
tors intended for small projects, or is a small contribution towards
larger projects. And we have programs administered by WashDOT
that also allows for grants and loans through freight rail assist-
ance. Sometimes that is the only ability for our rail shippers and
our growers to find the ability to make improvements on short-line
railroads and the main line to enable improvements that will help
goods get to market better.

Let me talk a bit about our Amtrak Cascades service, as well.
Washington first partnered with Amtrak in 1994 in the connection
and coordination of a passenger rail program. From that time, our
vision and our goal from the Amtrak Northwest Cascades program,
which spans from Eugene, Oregon, up to Vancouver, BC, was to
grow incrementally a service of passenger rail programs which
today serves six round-trips between Seattle and Portland, two
round-trips between Seattle and Vancouver, BC, and carries over
890,000 passengers a year. It was the ability for us to have a pro-
gram that enabled us to be ready for the Federal rail grant when
it came, which we were able to successfully get $800 million for im-
provements to our Burlington Northern Santa Fe rail line, which
will add increased trips, speeds, and reliability.

As this body considers and discusses PRIIA, the reauthorization,
I would want to make sure that we mention that the Section 305
coordinated equipment purchase program is a very good thing for
our States. It enables us to get lower cost, economy of scale for
equipment. It enables us to have partnerships across the United
States, to deliver projects and programs and higher speed pas-
senger rail service, as an opportunity for our States to continue to
serve the public in a growing population that we have.

Thank you for your time.
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Mr. DENHAM. Thank you, Ms. Hammond.

Mr. Stem, you may proceed.

Mr. STEM. Thank you, Mr. Chairman. We appreciate the oppor-
tunity to testify today about our views on rail transportation policy.
We want to readily acknowledge that although I am here rep-
resenting SMART transportation division today, these remarks are
intended to represent the input and the equity that all of our rail-
road employees have earned in the industry.

All of rail labor has a long history of supporting our industry and
working in partnership with the industry on a variety of issues. We
understand and readily acknowledge that the most secure job is
one in a profitable company that provides service that America
needs. We have participated in many successful partnerships with
this committee and with our industry on equipment safety stand-
ards, hours of service improvements, railroad retirement, pension
reforms, and many opportunities to grow our freight and passenger
rail industries.

We think one of the success stories that this committee rarely
hears about that should be acknowledged today is the success of
the Rail Safety Advisory Committee that was sponsored by the
Federal Railroad Administration during the Clinton administra-
tion. It was the first time that rail management, rail labor, rail
suppliers, and the Federal Railroad Administration were all gath-
ered together in an informal setting to participate in problem-solv-
ing exercises, an exchange of thoughts and an opportunity for sug-
gestions on improved safety. RSAC continued to function well
through the Bush administration, and continues today. Our rail in-
dustry today has improved safety processes in place and our safety
record has significantly improved because of the RSAC process.

We are proactive in our support for the industry, take an active
role in policy discussions supporting the expansion of freight and
passenger rail across the country. We also work with all segments
of our rail and transit industries and legislative activities designed
to highlight the advantages of rail. Our rail employees today have
earned equity in the rail industry, and are very aggressive in long-
term growth and stability of our industry.

Passenger and freight railroads today are vital parts of America’s
transportation system, which require a level of skill and profes-
sionalism in the operation and maintenance of our industry that
translates into tens of thousands of good career jobs for railroad
employees. It takes many years to train and qualify most of the
safety-critical railroad employee class. Our industry now focuses on
hiring military veterans. We readily acknowledge that decision not
only is that a patriotic decision, but military veterans bring some-
thing else to the table. They understand the discipline necessary to
operate in a safety-critical environment, and they readily accept
their role in the overall safety of the operation.

The decision to focus on military veterans has proven to be a
win-win situation for all involved. Raises our hiring standards, the
railroads get a stable and mature employee that readily accepts in-
structions and the safety-critical responsibilities. Once they are
trained and qualified, these military veterans then have transfer-
able skills that are very much in demand.
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Railroad jobs are not just a job. They are careers where a person
can earn a living wage to provide for their family and send their
kids to college. Our rail industry enjoys the lowest turnover rate
of any blue-collar industry in the country. In spite of the 24/7 oper-
ations in all types of weather, working on the railroad is more than
a job, it is a way of life that was chosen. We are expecting the in-
flux of new military veterans to even further reduce our turnover
rate, and also to contribute to improved safety performance.

We look forward to working with this committee during the RSTA
and PRIIA reauthorizations. We have a few technical corrections to
suggest for your consideration, and are working with your staff to
do that.

Mr. Hamberger mentioned the importance of coal for generation.
Twenty percent of our jobs in this industry are directly related to
the movement of coal, the use of coal. We encourage the committee
to continue to look at alternatives for the use of coal, and the fact
that the United States has 28 percent of the world coal reserves.

I need not remind this committee about the importance of Am-
trak. It is America’s passenger railroad. Amtrak is a partner with
our private freight railroads.

Hazmat. Hazardous material shipments are also an integral part
of what our industry does.

I thank you for the opportunity to address the committee, and I
look forward to answering any questions the committee may have.
Thank you.

Mr. DENHAM. Thank you, Mr. Stem.

Mr. Boardman, you may proceed.

Mr. BoARDMAN. Thank you, Mr. Chairman, Ranking Member
Brown. In 1966 I rode a Penn Central passenger train from Rome,
New York, to Syracuse, New York, as I volunteered to serve the
country in the Air Force. Four years later, Penn Central was bank-
rupt, along with many others. And over the next 10 years, Con-
gress repeatedly reorganized the industry.

First came passenger rail, with the Rail Passenger Service Act,
and Amtrak was created. Then there was deregulation. The impli-
cation was that railroads were no longer railroads, they were
freight railroads, commuter railroads, and Amtrak. I spent the first
25 years of my career operating and managing passenger transpor-
tation, beginning in college as a bus driver, then a city transit
manager, a public transit authority CEO, a county transportation
commissioner, and then my own business, where I was the first
employee.

We had 11 different systems in New York State and 300 employ-
ees when I left. And one of the critical pieces of what we did was
to reduce the cost for social service agencies throughout New York
State. We hired travel trainers, and we used every source of public
transportation, including Amtrak, to move the people to reduce the
cost.

Each year a new Congress, a changing administration, freight
railroads, commuters, NARP, real estate developers, vendors, advo-
cates, extreme critics, global management companies, States, cities,
counties, public authorities, rail labor all exist at various intersec-
tions with Amtrak. The result of those intersections, things like
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guidance and policy, requirements, often outlive both their authors
and the circumstances that produce them.

This is the world Amtrak inhabits. Amtrak will soon celebrate its
42nd birthday. And when that happens, I will have been the sec-
ond-longest CEO in Amtrak’s history. And that is 4% years. That
is largely due to the world that Amtrak inhabits, based on the con-
stant change fostered by these intersections.

Ridership is up, revenue is up, while Federal operating subsidy
is down, and so is our debt level. But the need for capital invest-
ment underpins operating cost improvements all along this indus-
try. As Mr. Hamberger talked about, the private freight railroad
capital investment in the long-distance network this year is over
$24 billion.

I came here to Amtrak on November 26th in 2008. I came here
because I was committed to improving intercity passenger service
in the United States. And it is for the same reason that I left my
job as commissioner of transportation for George Pataki in New
York, and joined the George W. Bush administration as a Federal
Railroad Administrator. I love my country, and I know that safe,
reliable, connected public transportation is a critical element of the
common good needed by our people in support of our economy and
the global competition we are in.

When I got here there was no plan for fleet replacement, no stra-
tegic plan for the business, no vision for what could be. Today all
of those things exist. And if this Congress works with us, I believe
we can move all of those things forward for our Nation.

Our strategic plan defines operational business lines. First in the
Northeast Corridor, which needs tremendous capital investment
today. But it is generating enough revenue above the rail to help
reduce operating subsidies. But without that Federal capital invest-
ment, we are beginning to eat our assets into early retirement, and
may have to reduce our speeds instead of increasing our speeds.

It is 10 miles from Newark to Penn Station, New York City, 500
trains a day on 2 tracks with 2 tunnels. In Penn Station over 1,000
trains a day on 21 tracks, the busiest station in North America.
When one Hudson tunnel is out of service, 50 percent of our capac-
ity is lost. When both are out, New York and New England essen-
tially are severed from the continental United States.

The rural portions of our Nation are being abandoned, both by
intercity buses and by airlines today. Most rural folks are driving
today, and buses have a new business model as hub-to-hub car-
riers, like Megabus. Airlines must depend on Federal subsidies,
some direct and some indirect, just like the highways. But it is Am-
trak’s long-distance trains that provide the backbone of
connectivity for the people in the United States. Serving 40 percent
of the rural population, 15 percent of our ridership comes from
handling that

Ms. BROWN. Excuse me, Mr. Boardman. Mr. Chairman, I would
ask for 2 additional minutes for Mr. Boardman.

Mr. BOARDMAN. I am going fast enough, I can——

Ms. BROWN. I know it, that is why I want you to slow down. We
want to hear what you have to say.

Mr. BoArRDMAN. OK.

[Laughter.]




11

Ms. BROWN. Thank you.

Mr. BOARDMAN. We provide the only service available for half of
our stations in half of the States that we serve. This is the system
you see today that we operate above here, and it is hard to pick
out the colors. The long-distance are the lighter blue, the red is the
Northeast Corridor, and the darker blue are systems like Paula op-
erates.

This next slide identifies what we lose on each of the long-dis-
tance trains. And if Congress were to tell us today to get rid of any
of the lines that cost $10 million or more per year, it would be the
top six routes on this chart.

This next slide would be the initial result of the Nation, and
would be divided at the Mississippi River. The common good of our
Nation, its scattered families, and our belief in the United States
of America truly demands a connected surface transportation serv-
ice. That is Amtrak. Thank you.

Mr. DENHAM. Thank you, Mr. Boardman. We will now commence
with 5-minute questions from each of the Members. I would ask
each Member, as we are starting this committee off, to follow those
timelines so that we do not have to handle the gavel strongly from
this end.

Let me start first with Ms. Hammond. From a national perspec-
tive, how has the States’ relationship with Amtrak evolved over the
past 5 years?

Ms. HAMMOND. We have, as I said, in Washington State had a
relationship with Amtrak since 1994. As the incremental service
and additional operating opportunities have come about, we have
increased our partnership with Amtrak.

It wasn’t until the investment and the $800 million we received
for high-speed rail was the opportunity for us and Amtrak and
Burlington Northern Santa Fe to talk more about the measuring
performance-managed opportunity that we have, and the commit-
ment our State had taken on in accepting the capital money.

With Amtrak, we now—and with Burlington Northern—have
performance measures that we expect and are working through on
service, speed, and reliability for the service. It has been difficult
a bit at times, as Joe knows, as we have been working through a
new accounting system that Amtrak has developed. But with the
States now taking on, in 2013, 100 percent of the operating cost of
our passenger service, contracting with Amtrak, we have made
sure that we are getting it right on how our agreements between
our service from Amtrak and how the States’ contribution to Am-
trak for that service is right and fair and equitable for the tax-
payers of our own State.

We in Washington State have been in performance management
for many years, since 2001. And for us to see MAP-21 take on the
requirements for a closer, more heavily managed performance for
investments, as well as performance management for decision-
making, we think it is the right step to go.

We appreciate the partnership we have with Amtrak, we are
struggling through the details on how much of the cost of operating
that we will be taking on. But I would say it is a strong partner-
ship, particularly strong with the relationships we have with the
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Northwest Amtrak staff and leadership, and we appreciate the op-
portunity to continue to work with them.

Mr. DENHAM. Thank you. And certainly we recognize that it is
a big adjustment. As chair of AASHTO’s High-Speed Rail and
Intercity Passenger Rail Leadership Group, are you getting the de-
tails that you need to implement Section 209 of the Passenger Rail
Reinvestment

Ms. HAMMOND. We have been working closely—and one of the
things that we did that was smart and right was, as a group of
States, we banded together to work with Amtrak as a body. So, as
we set forth the criteria and the requirements that we would need
for information for negotiating and understanding our operating
costs that we are assuming, we are doing that as a Nation and as
a group of States, which I think is the right way to go.

We have had our moments. I wouldn’t say that we haven’t al-
ways seen eye to eye. But one of the important characteristics to
work through together is that we pay for the costs to operate the
system that we are enjoying and those benefits, and then continue
to work with Amtrak as they work on the long-range and long-dis-
tance service that also comes through our State.

Mr. DENHAM. Thank you. Mr. Boardman, the Northeast Corridor
route is the most profitable—the only financially profitable line in
your business. How can you improve upon its success and how do
you use its profits?

Mr. BoARDMAN. Right now we can call it profits if we talk about
above the rail. If you look at the infrastructure necessary, capital
investment in the infrastructure, there would be no profits. And I
know you know that, Mr. Chairman, just to—but to be clear on the
element of it.

We are clearing between $200 to $300 million above the rail, in
terms of revenue. And that revenue has gone right back into the
subsidy for reducing our debt, and also reducing the amount of op-
erating assistance money that the Federal Government—that
you—have chosen to give us.

We also receive a different set of dollars for investment in the in-
frastructure in the Northeast Corridor. What would help us im-
prove the revenues is more capital infrastructure investment for
the future, to allow us to have an increased capacity and to in-
crease speed.

Mr. DENHAM. Thank you. And how do you view the relationship
between Amtrak and its State partners, especially with the imple-
mentation of 209?

Mr. BOARDMAN. I think that we have a very good working rela-
tionship with our State partners. It is especially so in the North-
west—and I think Ms. Hammond pointed it out. Kurt Laird, for ex-
ample, who is our general superintendent in the Northwest, has a
solid relationship with those States that he is responsible for. And
that exists across the country in different locations.

We have had difficulty, as she has identified, really identifying
the charges for overhead, the necessities for us to cover our costs,
and for them to make sure that they are paying the right costs.
That has been a battle at Amtrak for probably 40 of the 42 years
that it has existed, just because of the way that railroads really ac-
count for their costs, and where we are going. But we have had a
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very transparent process, and I think we get closer and closer to
the end of where we need to be to make this happen.

Mr. DENHAM. Thank you. Ms. Brown.

Ms. BROWN. Thank you. My first question is for Mr. Hamberger.
In 2013, American freight railroads planned to invest $24.5 billion
in rail networks. And that is to be commended. That is a wonderful
thing. But we in the Federal Government have done well with the
TIGER grants. Many Members don’t feel that it is a good invest-
ment of taxpayers’ money, and we have three major projects, and
one of them Ms. Hammond is talking about, but—one that I visited
with. Can you tell us the importance of those kinds of investments?

Mr. HAMBERGER. Thank you, Congresswoman Brown. To put it
in context, the TIGER grants do not go to the railroads. The
TIGER grants go to the States. And at least in the American Re-
covery and Reinvestment Act—ARRA—they were general fund rev-
enues, not Highway Trust Fund revenues. So the argument is if
there are general fund revenues going to the State, shouldn’t the
State have the right to make the determination where best to
spend that money to get the best return on that investment in the
area of transportation?

One of the things that has happened in the past decade is the
involvement of public-private partnerships. The poster child of a
successful public-private partnership is the CREATE program in
Chicago. It began about 10 years ago, when we, as a freight rail
industry, stepped forward and said that we would put over $300
million of our own money on the barrel head. Since then both the
State and the Federal Government have come forward with money,
and some of that funding was through a TIGER grant.

And so, what this money is is a way to enable the State to pro-
vide the public money into the public-private partnership project.
It is important and particularly true in CREATE that the idea is
for the private sector to pay for the private sector benefits and the
public sector to pay for the public sector benefits, such as cleaner
air, less congestion, more fluid movement through the city by build-
ing grade crossing separations, for example, which that money is
used for, oftentimes.

So, if indeed public-private partnerships are a way to increase in-
vestment in infrastructure—and I believe they should be—then
TIGER grants are one way to provide that public money for public-
private partnerships.

Ms. BROWN. Thank you. Mr. Boardman, there has been a lot of
discussion about Hurricane Sandy and Amtrak involvement. And
what did you do to recover, and whether or not the Federal Govern-
ment provided the kind of assistance that Amtrak needed.

Mr. BoARDMAN. Well, we found out right away, Ms. Brown, that
we were a private railroad. That is what the Corps of Engineers
told us. And, as a result of that, we began recovery on our own,
and we recovered as quickly as we could. Now, toward the end of
the process we did receive some help for Substation 41—which is
a pretty large concern—from the Corps of Engineers.

But to get the tunnels pumped out, that was Amtrak’s doing.
And then, actually, in cooperation with some of the freight rail-
roads and their assistance, and other commuter railroads, we
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moved forward quickly, restoring service by the next night into
New York City. And within 3 days, back to Boston.

Ms. BROWN. So you were able to resume operation within 2
weeks, or

Mr. BoARDMAN. Oh, yes. And we were, actually, in operation
within the next day or so. A limited operation, because of some of
the difficulties we were facing.

Ms. BROWN. Everyone up here is talking about the sequester.
And people at home are talking about jobs. Can you tell us how
that 1s affecting your operation?

Mr. BOARDMAN. We began to look several months ago at how this
might happen. Sequestration was not a new idea. It was going to
potentially happen, and Amtrak always thinks that whatever the
worst is, it probably will happen, so we need to do something about
that. And we began immediately to look at how we would get
through and what the numbers might really be for us.

So, we looked at our capital program first. We now are reducing
the inventory that we had available of ties, for example, and what
we will do for the work this year. And as long as this doesn’t go
on for a long period of time, we are going to get through without
any service cuts. It is anathema for Amtrak to start service cuts,
because it becomes a double-edged sword. We lose the revenues
that we are receiving, and we lose the opportunity for continuing
service.

Ms. BROWN. Thank you. I yield back the balance of my time.

Mr. DENHAM. Before I recognize Mr. Duncan, while we are on se-
questration, can you just tell us what, in your opinion, a “long pe-
riod of time” would be?

Mr. BOARDMAN. Well, what—we thought about it this way, Mr.
Chairman, is if the—if the continuing resolution goes forward from
fiscal 2012, then we think that our hole is somewhere in the neigh-
borhood—and I know some new numbers have come out now that
I haven’t evaluated, and Mike might even help me on this—but we
were at around the $37 million amount that we would have to
cover. Part of that was sequestration, and part of it was the losses
we had because of Sandy that weren’t reimbursed, and that may
be reimbursed but may be sequestered, as well. That would allow
us to get through, basically, this year with a very low level of cash
and with a very low inventory.

If we go to a 2013-style budget, where there was a reduction
from what we received in operating assistance, which I believe in
2012 was $466 million, and we were working toward a $375 million
level, and we don’t have enough time to make adjustments, then
we are probably going to be in trouble in the June/July timeframe.
But some of those things may have to be answered in a more com-
plete, written response—especially if I am seeing I might be off a
little bit on numbers.

Mr. DENHAM. Sure. And just to be clear, to give the committee
a baseline, you know, obviously, every committee is talking about
sequestration right now. But under the Senate budget, you would
receive $400 million plus the $30.4 million, which was authorized
by FEMA. Under sequestration, you would receive $442 million. So
you would actually receive an increase under sequestration, above
what the current budget levels would be.
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Mr. BOARDMAN. If it stays in the 2012 amount, yes.

Mr. DENHAM. So your bigger concern is not sequestration—I
don’t want to put words in your mouth, but your concern would be
the CR, or the new appropriations bill coming out of the Senate.

Mr. BOARDMAN. Yes. And if that gets sequestered as well—and
I don’t know the facts of how that really works—then we saw that
as the worst case.

Mr. DENHAM. Thank you. Mr. Duncan.

Mr. DuNcaN. Well, thank you, Mr. Chairman, and congratula-
tions on assuming the chairmanship of this very important sub-
committee. And I want to thank all of the witnesses for their testi-
mony.

And I will tell Mr. Boardman this past weekend was my wife’s
and my 35th anniversary. And I rode the train up to New York
City and met her on Friday, and rode back on Monday. I rode the
regional train on Friday and the Acela train back on Monday. I had
a very comfortable, pleasant, on-time experience. So I just wanted
to tell you that.

[Laughter.]

Mr. BOARDMAN. Thank you, Mr. Duncan.

Mr. DuNCAN. Anyway, and I wanted to welcome my long-time
friend, Mr. Hamberger. I have always said that I just don’t think
the freight rail companies toot their horn nearly enough, because
they are important to everybody, even people that never think—
who never think about the rail system in this country. You have
told some interesting statistics. I never heard that about it being
safer than working in a grocery store. I have worked in a grocery
store all through high school, as a bag boy at the A&P. But any-
way, and to think that you are moving twice as much now for half
the cost as in 1980.

Many people here today don’t remember Congressman Staggers,
but he was a leading Democratic chairman who led the deregula-
tion—or at least partial deregulation—of the rail industry.

And—Dbut I have always heard that railroads are leading indica-
tors, and I am curious as to what the next few months look like
for your industry, Mr. Hamberger. And in light of what Mr. Stem
said about how 20 percent of your business is due to coal, if we de-
crease the use of coal in this country, what happens to your indus-
try? And if you have had any thoughts or predictions about that.

Mr. HAMBERGER. Yes, sir. Let me answer those two separate
questions.

Mr. DUNCAN. Right.

Mr. HAMBERGER. We are, indeed, a leading-edge indicator. Our
weekly car loadings statistics are sought by policymakers through-
out the Government. What we are seeing right now is slow but
steady growth in the 2-percent range. We are hopeful that that will
continue.

Automobiles are growing very fast. We are looking at maybe 15.5
million automobiles this year, maybe a little bit more than that. At
the depth of the recession it was under 10 million. But we are not
yet back to where we were in 2006 and 2007. Intermodal is grow-
ing at about 5 percent per year. We are seeing some growth in the
movement of lumber for housing markets. So we are seeing—I hate
to use the word “green shoots,” but things are starting to come
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back. We are hopeful that that will continue. Obviously, there is
some connection between what happens here and the economy, and
what consumer confidence will be. So we are keeping an eye on all
of that, meanwhile investing with the idea that the economy will
come back, so that when it does we are able to move the materials
when they need to be moved.

Coal has been an ongoing struggle. There are any number of reg-
ulations that are making it more difficult for coal-fired utilities to
continue to burn coal or to open new coal-fired power plants. You
combine that with the operation of the marketplace, where natural
gas, because of fracking, is now in the $3.50 to $4 MCF range. It
is, therefore, cheaper, more cost effective, for some utilities to burn
natural gas. What we don’t know is will that natural gas price stay
down at $3.50 or $4. Right now I understand—I am told that the
world market price of natural gas is over $10 MCF. If that eventu-
ally stabilizes above $5, $6, or $7, then we would see utilities want-
ing to move back to using coal.

And that brings me back to the first issue. Would the regulatory
environment allow that to happen? We are down somewhere in the
12- to 15-percent range in 2012 in carloadings of coal as an indus-
try. And so that did have an impact, obviously. But we also had
some sectors growing, like intermodal traffic. One that is growing
fast but is still small in terms of the number of carloads, is moving
crude oil by rail. There have been some recent articles about that
I am sure you have read.

Mr. DUNCAN. Well, my time is up, but I will just say this, that
I have some concern that the improvements we have seen in the
economy over the past several months are based primarily on pent-
up demand. And so I hope we make some good decisions here so
we can help this country to boom in the years ahead. But it is
going to depend on what we do here, in large—in significant part.
Thank you, Mr. Chairman.

Mr. DENHAM. Thank you, Mr. Duncan. Mr. Nadler.

Mr. NADLER. Thank you, Mr. Chairman. Let me begin by thank-
ing all concerned for holding this hearing, and say that I am a di-
rect—not conflict of interest, since I ride the Acela every single
week back and forth on the Northeast Corridor. Having said that,
I want to ask Mr. Hamberger about freight railroads.

You have testified that since the Staggers Act the railroads have
invested over $500 billion in plant and equipment and direct cap-
ital investment, and you are planning—you did about $24.5 billion
this year, planning about $24.5 billion in direct capital investment
next year. You have also testified that we are looking at—1I think
your testimony was a 38—I don’t remember, 38-percent increase in
freight volume over the next—or 80 percent or 78 percent, I think
it was, over the next 20 years.

Mr. HAMBERGER. Yes.

Mr. NADLER. Is there sufficient investment capacity to keep up
with that? Or do we—in other words, are the railroads generating
sufficient income to invest sufficiently to keep up with the growing
demand? And especially to keep up with growing demand if we
shift more from highways to railroad, as our energy efficiency
would demand that we do?
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Mr. HAMBERGER. As always, a very penetrating question, Mr.
Nadler. The answer is I hope so. A number of years ago we had
a study done that showed that we would not be able to keep up
with the demand. That was before the recession. And it predicted
that there would be a delta of somewhere in the $48 billion range
of what we needed to invest just to maintain our current market
share.

We have gone back and taken a look at that study, post-reces-
sion. The demand level has been pushed out a number of years, so
we won’t reach the same level that we thought we would in 2035,
number one.

Number two, we are investing more than we were at that time,
so we are putting more money back into it, because we are able to.

And, number three, we have taken a look at the productivity fac-
tor, and have adjusted that based on facts, so that the productivity,
annualized, is about three-quarters of a percent, rather than a half-
a-percent. That little change, along with the investment and push-
ing out of the demand, makes me feel that we will be able to, in
fact, meet the demand. And, again, that will depend upon whether
the current balanced regulatory system continues, so that we can
continue to earn money to reinvest. So that would certainly be the
caveat there.

And just so there is no misunderstanding on economic terms,
when we say $525 billion, that covers both CAPEX and mainte-
nance money.

Mr. NADLER. That figure that I couldn’t remember a moment ago
is an 88-percent increase in demand by 2035.

Mr. HAMBERGER. By 2035, yes.

Mr. NADLER. But I was intrigued by what you just said. You said
that you are looking at—you have made a minor adjustment to the
anticipated productivity increase from half-a-percent to three-quar-
ters of a percent, the small change. That is a 50-percent change.
That is not a small change, it is a huge assumption. What justifies
that 50 percent?

Mr. HAMBERGER. I have already said more than I know, Mr.
Nadler. Let me respond for the record, if I might.

[The Association of American Railroads inserted the following in-
formation for the record:]

The Federal Highway Administration in January 2013 pre-
dicted that total freight shipments will rise from an esti-
mated 17.6 million tons in 2011 to 28.5 billion tons in
2040—a 62-percent increase.

Mr. NADLER. OK, but where I am really leading, obviously, is the
same question I have been asking for the last 15 years or so, which
is what can the Federal Government do to help expand investment
in rail? Because, frankly, the railroads have made a Herculean ef-
fort and a very positive Herculean effort to invest. I think the coun-
try could use more investment.

Mr. HAMBERGER. As you know, at one point in the past we were
advocating an investment tax credit focused on capital expendi-
tures solely for the expansion of capacity. That did not garner ma-
jority support in the House and Senate. Given the discussion about
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the need to broaden the base and lower the corporate tax rate and
not talk about adding more targeted tax provisions, we have low-
ered our voice on that.

However, for the short lines, the investment tax credit still is
very important—the 45G provision, which has helped the short
lines invest. And, as you know, I believe the number is 26 percent
of all rail traffic either begins or ends on a short line.

Mr. NADLER. Thank you. Before my time runs out let me ask Mr.
Boardman one quick question, and that is you testified about the
very large percentage of the Northeast Corridor going through the
tunnels into Penn Station. Now, if that shut down it would sever
New England and New York from the rest of the country, basically,
which it clearly would. You have only got two tracks. Governor
Christie last year, I think it was, vetoed the new—what was pro-
posed to be a new tunnel into Penn Station that would more than
double capacity. What do you think we should be doing in the fu-
ture to deal with that problem? Because, clearly, we have to deal
with that problem.

Mr. BoARDMAN. Well, the—those tunnels were never planned to
go into Penn Station. They went under Macy’s and——

Mr. NADLER. You mean the proposed ones.

Mr. BOARDMAN. Yes, the proposed tunnels. The tunnels that are
part of the Gateway Project right now really would go directly into
Penn Station, and will make a big difference in how we make
connectivity, both for high-speed rail and for New Jersey Transit
and Long Island Rail Road, and all those that need—and I know
that Metro North wants to get into Penn Station at this point in
time, too. The capacity just is not there without a couple of new
tunnels and the lines all the way from Newark in to Penn Station
itself.

Mr. NADLER. Thank you.

Mr. DENHAM. Mr. Barletta.

Mr. BARLETTA. Thank you, Mr. Chairman. Mr. Hamberger, as
you know, it won’t be long before the widening of the Panama
Canal is completed. What do you see as the economic opportunities
and challenges upon the completion of that?

And, two, I envision development of inland ports, obviously, to
move this freight away from the ports and inland. Are we ready for
that? And if you could, just shed some light.

Mr. HAMBERGER. I am going to beg off on the first question, Mr.
Barletta. In fact, the Senate Commerce Committee is contem-
plating a hearing in April on that exact issue, the Panama Canal.
We are busy internally talking to our members to try to get their
projections on what that might mean for their traffic. I suspect,
from where you are headquartered, it might affect what your pro-
jections are. So, I would have a better ability to answer that, if I
could, for the record in the next week or so.

With respect to the ports, when you ask what can be done to help
move more freight by rail, the good news is Burlington Northern
Santa Fe just got their final environmental impact statement
issued for their new intermodal facility at the Port of L.A.-Long
Beach. The bad news is they started 8 years ago. Those kinds of
permitting and regulatory issues have taken a lot of time. And this
will be, as I understand it, a state-of-the-art, clean, intermodal fa-
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cility which is going to take thousands of trucks a day off the local
interstates. I am sure Rep. Napolitano knows more than I do about
this project. But it is that kind of cooperation that demonstrates we
are just part of an international logistics chain. And so the invest-
ments at the ports, both dredging and portside, landside facilities
are critical.

I don’t know whether or not the ports are ready. I suspect that
my counterpart at the American Association of Port Authorities
could answer that a little bit more precisely.

Mr. BARLETTA. Mr. Stem, the United States Department of
Transportation is currently conducting a 2-year study, the impact
of longer and heavier trucks on the Nation’s highways. Would you
agree that Congress should await the results of this study before
proceeding to consider any further legislation in this area?

Mr. STEM. Yes, sir. We not only agree with that philosophy, but
we think that that runs counter to the stated goals of the U.S. De-
partment of Transportation itself. This committee, over the last 20
years, with my experience, has debated ways to use rail for high-
way congestion issues. It also runs—flies in the face of that. We
think that the study would give this committee and this Congress
the types of information that you can use in your decisionmaking
process.

Mr. BARLETTA. Yes. As a former mayor, I could tell you I am sure
there is municipal interest in this, as well. As these heavier trucks
get off the interstate they go on to local roads that are not built
to the same specs as the interstate system. And that cost falls right
on the local taxpayers. So I have my mayor’s hat on, looking out
for mayors across the country, as well. So I am interested in seeing
what that study will show.

Mr. STEM. If there were no viable transportation alternative for
those heavy loads, then that would be one portion of the debate
about public investment and rebuilding offramps and bridges. But
there are viable options. Put the truck itself on a rail flat car and
move it to point of destination.

And the current sizes are programmed in to this international lo-
gistics chain that Mr. Hamberger referred to, which is another part
of that conversation.

Mr. BARLETTA. Yes. I agree with you, that we should wait until
this study is completed so we have the information we need to
make a good decision about the safety and end cost. Thank you.

Thank you, Mr. Chair.

Mr. DENHAM. Thank you, Mr. Barletta. Mr. Michaud.

Mr. MicHAUD. Thank you very much, Mr. Chairman. And on the
same vein of questioning, [—my question is for Mr. Hamberger.

Regarding the rail diversion, in 2010 the American Association
of Railroads hired MIT researcher Carl Martin to study the effect
a higher truck weight limit would have on rail transportation. Are
you familiar with that report?

Mr. HAMBERGER. I believe that was more the American Short
Line and Regional Railroad Association, but yes, sir.

Mr. MicHAUD. Yes. In that report Martin predicted that a truck
weight increase similar to the one that is before this committee
would result in diversion of freight from rail to truck only if—and
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only if—rail did not respond by lowering their rates, increasing pro-
ductivity, or improving service.

Mr. Martin’s report goes on to state that should rail respond to
more productive trucks by reducing the rate, diversion would not
only be minimal, but the trucking industry would actually see a
greater reduction than rail, a 7-percent overall reduction in truck
miles, and only a 5-percent reduction in rail traffic delivering the
same volume of freight with fewer miles for both rail and trucks.
That sounds like to be more efficient use of both rail and trucks
in the system.

AAR has used this study to charge that rail traffic would suffer.
By reading this on page 18, is it true that the study also undercuts
{our?argument that rail would suffer if you had a higher weight
imit?

Mr. HAMBERGER. Not in the least, sir, no. What you are not talk-
ing about is the subsidy. If you increase the subsidy to the truck-
ers, then railroads are going to have to cut rates to compete with
that increased subsidy. The point is it is not in the national best
interest to increase the subsidy to heavy trucks. Make them pay for
the damage they do. That is what this study is going to find out.
Congress has already spoken and has mandated that that is what
DOT should take a look at.

Our whole argument is when we go from 263,000 pounds to
286,000-pound railcars, that allows an increase in productivity.
And this is a technical term—but those heavier cars “beat the hell”
out of the track.

Mr. MicHAUD. OK.

Mr. HAMBERGER. But you know who pays for that increased
maintenance? You know who has to pay for the increased

Mr. MicHAUD. OK, OK——

Mr. HAMBERGER. We do. The railroads.

Mr. MICHAUD. And my second question is when you look at—
there has also been DOT studies from going to a higher weight,
that actually, with a six-axle, a higher weight, the impact on the
highway—not bridges, but highway—is minimal. The safety issues
are taken care of. The problem I see in that report and your argu-
ment is the—it is very clear that unless you reduce rate, increase
productivity, trucks lose more by an increased truck weight, as far
as capacity.

The other concern I see when you talk about no subsidies, when
you look at short-line rail, the problem being is because of the inef-
fective way that some short-line rails are running their operation
they are losing more, and it is causing States to actually have to
either abandon the rail line or purchase it. And, actually, that hap-
pened to Maine. Get back to the ranking member’s question about
the State taking over a short-line rail, used TIGER grant funds, be-
cause the rail has not been able to reduce rates or increase.

So, I guess my concern being is on page 18 of that report, you
know, it is very clear that rail would—if you do not respond to
rates, increased productivity, or improving services, then yes, it
would affect what you would be getting for an increased volume.
But this here says if you respond in this area it would not affect.
Trucks will be hurt more. And why does that not undercut your ar-
gument——
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Mr. HAMBERGER. Well, because you are not looking at both sides
of the equation, Congressman. The other side of the equation is the
subsidy. The short line in Maine, you say they weren’t running it
properly. Maybe they couldn’t compete with the subsidy of the
truckers. And that happened in

Mr. MicHAUD. No, no. This was before the weight increase in the
subsidy—see my time is running out. But it was before the in-
crease in weights. And when you look at previous DOT studies, an
increase in weight actually will reduce the CO2 emissions, would
reduce the cost of fuel, would take off more trucks off the road if
you had that higher increase in rate—weight, rather.

So I see my time has expired, but we will be hearing a lot more
about this particular issue, I am sure. Thank you.

Ms. BROWN. Mr. Chairman, can Mr. Hamberger have, if not the
time to respond now, time to respond in writing? Because I think
this is an important question for this committee. Maybe you can
grant him an additional minute to respond.

Mr. HAMBERGER. I would just say that Mr. Michaud has made
these arguments, and Congress last year voted 33 to 22 to send it
to DOT to take a look at the various sides of this whole issue. And,
therefore, I think that Mr. Barletta has it correct, and Mr. Stem
has it correct. When that DOT study comes back, perhaps it will
be able to answer these questions once and for all.

On the six-axle truck, you did say that it doesn’t address the
safety of bridges, and that is, of course, a very important part of
the study that I hope DOT will be looking at. As the President said
in his State of the Union Address, there are over 60,000 struc-
turally deficient bridges around the country. So the impact of heav-
ier trucks on bridges that were not designed to carry that load
needs to be looked at, as well. And, of course, the sixth axle doesn’t
do much to mitigate that weight on the bridge. It is the gross
weight of the truck that affects the bridge—unless it is a really
short bridge.

Mr. DENHAM. Thank you, Mr. Hamberger. And I would just re-
mind Members as well as witnesses that we will be submitting
questions at the end of this hearing, and ask witnesses to respond
to those questions forthwith.

At this time I would like to recognize Mr. Perry for 5 minutes.

Mr. PERRY. Thank you, Mr. Chairman. And I appreciate all our
guests’ testimony, and your passion and dedication to what is argu-
ably one of the foundations of the American landscape and our
economy.

With that, I am just wondering—and I think I would like to di-
rect—seems like Mr. Hamberger has taken an unusual amount of
the questioning, but he seems to have the overall purview. So
maybe if not, somebody else can chime in, but if you could charac-
terize maybe, like, what you would consider the three largest cost
drivers for the industry as you see it, whether it is freight, whether
it is passenger, whether it is both, the three largest cost drivers for
the rail industry, in particular, whether it is regulation, whether
i%l isliabor, whether it is fuel, whether it is O&M. Tell me what you
think.

Mr. HAMBERGER. Well, the top two clearly are fuel. The larger
railroads burn a billion-and-a-half gallons of fuel every year.
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Number two, we have a very well-trained professional workforce.
Labor costs are, I would guess, number two.

And number three would be technology and safety investments.

Mr. PERRY. With that—and I understand the significant invest-
ment that your industry has made to upgrades and modernization
and safety, et cetera, over the years, as appropriate—and of course,
the taxpayers—and I think they will be willing, as a matter of fact,
happy, to support the upgrades and the foundational changes that
you folks are advocating for, but I am sure they are going to want
to know that it is being spent responsibly, and that we are getting
the most efficiency for that.

So I am wondering what kind of programs the industry is insti-
tuting to reform the cost drivers, the major cost drivers like fuel,
like labor, like technology, if any?

For instance, I am from Pennsylvania. The district I represent
drills for Marcellus shale gas. We might have some Utica under-
neath or something like that. But are—seems to me that the loco-
motives are more simple conversion to natural gas than your pas-
senger vehicle, because you can pull the tanks right behind you,
but I don’t know. So I am looking for some answers to those ques-
tions about gaining those efficiencies, to make sure that we are get-
ting the most bang for the buck for our tax dollars.

Mr. HAMBERGER. There is a test going on that Canadian Na-
tional is running up in Canada. Liquified natural gas has been
something that the industry has looked at on and off over the
years. One of the concerns is, as you project, the cost of LNG. Will
it stay where it is today or will it go down? Where will it end up?

One of the challenges is, of course, that it requires a whole new
network of distribution for liquified natural gas, and who bears the
cost of making that conversion? But it is something that the indus-
try is looking at.

And I don’t know, Joe, maybe you have something—but we have
gone from 4,000 horsepower to 6,000 horsepower, distributed
power. We have done a number of things to improve productivity.
We have doubled our fuel mileage in the last 20 years, so it is
something that we are focused on.

Mr. BOARDMAN. Happy to help you out.

Mr. HAMBERGER. Thanks, Joe.

Mr. BOARDMAN. You know, you have really been on the hook
here for quite a while.

It really drives the equation here that Ed is talking about. If you
really put natural gas, you have got a lot less—at least in my expe-
rience—a lot less BTUs, so you do have a considerable difference
in what you are going to have to have for a locomotive.

Of course in the passenger side of things—and those that are in
the Northeast sometimes understand and sometimes they don’t—
is that everything between Boston and Washington that is pas-
senger-related operates on electricity. Or most everything. There
are a few others, some of the commuter lines that come in, that are
diesel-operated, and there is some freight along the corridor that
is diesel-operated.

But even electric power begins to bring up questions. Is it electric
that is generated by coal fire? Is it electric that is generated by nat-
ural gas? Or, in some cases, we are able to generate it in the
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Northeast by water power so that there is a hydro component to
it, as well. But hydro and compressed natural gas today—which is
growing, of course—is a small part of what we really need to do.

One of the things that prevented us from getting back into oper-
ation as quickly as we needed to into New York City was that there
was not sufficient power at the right cycles per second that really
delivered the number of volts that we needed to operate more
trains into New York City. And that is becoming a limiting factor
for us on the Northeast Corridor, as well.

So, we are using almost all the technology today with freight and
with passenger, looking for these solutions that we can find. Such
as the green diesels, where we are using electric locomotives in
some of the yards, and some of the improvements that we are find-
ing are the right things for us to do. But something beyond where
the diesel really provides today, I think, is a major change in the
infrastructure.

Mr. PERRY. OK. Thank you, Mr. Chairman. I see my time has
expired. If I could get maybe written comments on the labor compo-
nent from Mr. Stem, that would be great. And I appreciate your
input. Thank you.

Mr. STEM. I would welcome that opportunity, and I would just
comment, as a perspective for you, that in 2013 we have half as
many employees today moving more than twice the number of rail-
cars around the country that were in existence in 1980. So we have
been engaged in a long-term productivity improvement since 1980,
and that continues. And Mr. Hamberger is correct, we do have a
very professional workforce working on the railroads today.

Mr. DENHAM. Thank you. Mr. Walz.

Mr. WALZ. Thank you, Mr. Chairman. And I would like to thank
all of you with your participation in Mr. Denham’s I Hire Veterans
initiative. We know your commitment to that is strong, always
been there. This isn’t something new for any of you, and we under-
stand that. And I am grateful for that. I also am appreciative of
the work you do, the careers you create, and the way you move
America.

And T say this not in classic Minnesota passive-aggressiveness,
but in honesty amongst friends, that we need you out there, but
I also have concerns in farm country and rural America. And I
would be remiss not to bring them up. And, as you know, I have
a long history with this, from the 2008 Farm Bill, asking. I want
the facts on this. And in classic Washington fashion it is either/or.
We need rail and we need highways. We need multimodal and we
need ports.

What my concern is—and I understand clearly that you want as
much traffic as you can get and as many customers as you can get,
but I want to make sure the competition is there.

And so, Mr. Hamberger, what do you say—and I know you hear
this—you have been great in working with me on this issue of try-
ing to figure this out. What about captive shipping? What about
bottlenecks? What about paper barriers?

And then, add into that, I would have to say I am a supporter
of Mr. Michaud’s position on truck weights. I too want to see what
the studies are. But we have had them, we are out there. I really
don’t believe, no matter what that study says, that all of a sudden
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you are going to say, “Well, the study is with us, go for that, raise
those rates.” I just don’t see that.

And I want to know if you can help me understand. How do we
reach a compromise on this? You need the truckers, they need you.
My consumers need both of you in a—in the best possible way. And
we need the market to work. How do we do that?

And anyone, if you want to. I don’t want to put you on the spot,
because I truly am—and not passive-aggressively—I am appre-
ciative of what you have done, and the work you have done.

Mr. HAMBERGER. And I appreciate that, and we have indeed had
these conversations over the years. And thank you for the oppor-
tunity, again.

You know, the classic issue is that our average rail rates have
gone down 44 percent, and that has allowed us and allowed our
customers to compete. Obviously, an individual captive shipper who
may not have as many options may say, “Well, that is nice, but my
rates haven’t gone down.” That is why we continue to be regulated
by the Surface Transportation Board, which we believe has a bal-
anced regulatory approach. If there is not effective competition,
then the Board can step in and cap those rates. And, as you know,
they have instituted several layers of ratemaking, not just one that
takes a year or two, but they have——

Mr. WALZ. Do you know if anybody has ever won an appeal, any
of our shippers out there?

Mr. HAMBERGER. Oh, absolutely.

Mr. WaLz. Have they ever won?

Mr. HAMBERGER. Sure, yes. In fact, the scorecard that the STB
publishes for the stand-alone cost is about 50/50. I believe several
of our chemical customers have just settled a number of cases. My
own view is that if there is a settlement, then somehow there has
been some accommodation. And so I would consider that to be a
process that, in fact, has worked, in my opinion.

Your point about the cooperation between trucking and rail is ac-
tually going on out there, as you point out. J.B. Hunt Trucking,
which is publicly traded—I may not have this number exactly
right, but for the third quarter of 2012, over 60 percent of their
revenues came from intermodal. J.B. Hunt Trucking. No, it is not
called J.B. Hunt Trucking anymore, it is J.B. Hunt Transportation.
And so those are the kinds of partnerships that we are trying to
build.

With respect to the issue that I just discussed with Mr. Michaud
on truck size and weight, again it is a matter of who is bearing the
price of that increased productivity. If it is an increased subsidy
from the general traveler, the general Highway Trust Fund, we
think that that is unfair to us, since, as I tried to point out, we are
entirely responsible for paying for the increased productivity on our
own right of way.

Mr. WaLz. I want a——

Mr. HAMBERGER. And I agree with you

Mr. WALZ. I want a solution that works for you and works for
our shippers. These are big folks, too. I mean these are major
motor companies——

Mr. HAMBERGER. Yes.
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Mr. WALZ [continuing]. Chemical companies, rural electrics, and
all of that. Do you have any objection to the Secretary of Ag sitting
on that decision with STB as it impacts agriculture? I had an
amendment in this year’s languishing farm bill to add that, of just
trying to make sure they have a say.

Mr. HAMBERGER. Well, I think the question where we had some
concern was, as I understand your language, right now the Sec-
retary of Agriculture can participate in any proceeding that he
wants. And I believe, in fact, he just filed comments on Friday. So
a statutory requirement that he or she participate just seems to be
a little too much. But we certainly have no objection to the Secre-
taries of Agriculture or Commerce or Defense or anybody weighing
in as they see fit.

Mr. WALz. Again, I appreciate all you do out there. It is impor-
tant to rural America.

Mr. HAMBERGER. Thank you.

Mr. MASSIE [presiding]. Having assumed the chair, I will now
yield myself 5 minutes. It is amazing what a freshman has got to
do to ask a question around here.

[Laughter.]

Mr. MASSIE. My name is Thomas Massie. But Mr. Boardman, my
question is for you. The Northeast Corridor, according to the infor-
mation that I have, it is the only profitable route right now for Am-
trak. And I would just like to ask you. What could you do on the
other routes, how can you capitalize on that model of success there,
if there is one, and—in order to improve the profitability of the
other routes?

And could you also just talk a little bit about ridership and gen-
eral trends there, and what some of the weaker routes are? Thank
you.

Mr. BOARDMAN. Sure, Chairman Massie. Did I pronounce that
right? Massie.

The first thing I think that I would like to engage you on is that
it depends on defining profitability. And other people would engage
me on this if I said the Northeast Corridor was profitable. And it
is covering its costs above the rail and then beyond that, between
$200 to $300 million above direct operating costs.

But there is a report, and I gave all the committee a three-ring
binder, which was basically a kind of primer of all the different
kinds of things we thought might be helpful for the committee to
understand. And one of the items in there was the critical infra-
structure needs on the Northeast Corridor. This was just recently
published. It is one of the best documents that provides an under-
standing of the projects that need to get done along the Northeast
Corridor, and what the magnitude of cost is, and where we are in
the process of doing that.

This report probably documents in the neighborhood of $52 bil-
lion worth of work. All the States of the Northeast, the Federal
Government, and Amtrak are on this commission together—and
really the report says this is how we could maximize the use of the
corridor. So, for the Northeast Corridor—and I said it a little bit
earlier—it is about the capital investment that improves the ability
for us to raise revenues.
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When you begin to look at the rest of the system, there are some
specific ones that are close to covering our operating costs. For ex-
ample, the Auto Train. And then what is next up the list—and one
of the slides that I had on there—you bring up, if you would, the
slide on the most costly services, the second-to-the-last one, if you
can, Rip. And what you will see there is when you really begin to
look at all the services that we operate, the longer the trip, the
longer the mileage, the lower the ability for us to make that a
lower cost because of the labor cost, because of the time it takes—
2 or 3 days, for example, to get across the country. Those become
real impediments to being able to make an improvement.

I think what we see there is we see a huge investment that is
being made by the freight rail industry to really allow us to operate
at a speed up to 79 miles an hour. But it doesn’t give us the ability
to have a business model that makes money.

Mr. MAsSIE. Given the infrastructure you have—I know we
would all rather have some improvements—but focusing above the
rails, I know you have said you would like to run Amtrak more like
a business. And recognizing that it is not a business, it is actually
a Government, you know, subsidized organization, what are some
of the things you would do if you were running it like a business
that you can’t do right now? And please focus above the rails.
Thank you.

Mr. BOARDMAN. Stop coming to hearings.

[Laughter.]

Mr. MASSIE. That is not an option.

Mr. BOARDMAN. I understand. What we really do, I think, is—
and I think the reality here today is that Amtrak has been given
many paths to go down over the years, whether it is from one Con-
gress after another, or one administration and where they want us
to go, all those different intersections.

And I know you came in a little bit late, I don’t know if you were
here for my full presentation or not, but what I really tried to talk
about is the place that Amtrak inhabits is the intersection of all
those Congresses, the administrations, the DOTSs, the labor unions,
the freight railroads, all the supporters. And what you really find
is that Amtrak never can be a private industry in the way that
some private industry is, although I don’t think Mr. Hamberger
really has the opportunity to be that way today, either.

But what we really have is an inability for us to grow anything
because of a starvation of capital. For example, on any of our
routes that you see out there, we can’t replace equipment because
there is not sufficient income to replace that equipment.

Mr. MASSIE. Thank you. My time is expired. Yes?

Mr. NADLER. What was the name of that document that Mr.
Boardman referred to?

Mr. BOARDMAN. It is called the “Critical Infrastructure Needs on
the Northeast Corridor,” Jerry, and it was published in January of
2013. And this committee, subcommittee, should have in your office
a copy of this, along with our strategic plan, the vision for the high-
speed rail, and the history of 1971 to 1979’s long distance system.

Mr. NADLER. Thank you, thank you.

Mr. MassieE. Would you like to enter that as part of the record,
or—
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Mrs. NAPOLITANO. Request for the copy to——

Mr. NADLER. Sure, why not?

Mr. MAsSIE. Without objection?

[No response.]

Mr. MASSIE. So ordered.

[The report entitled “Critical Infrastructure Needs on the North-
east Corridor” can be found online at http:/www.nec-commis-
sion.com/wp-content/uploads/2013/01/necc  cin 20130123.pdf.]

Mr. MASSIE. I now yield 5 minutes to Mrs. Napolitano of Cali-
fornia. Thank you.

Mrs. NAPOLITANO. Thank you, Mr. Chair. And this question is for
all witnesses. This has to do with the quiet zones, something that
is very key to my district, having—in my prior district, having most
of the Alameda Corridor going through it, so 54 grade crossings
and all that good stuff. And I am still hoping that maybe the rail-
roads will increase their funding assistance to those grade separa-
tions, because it is the national corridor—the corridor of national
significance for rail delivery of goods to the rest of the Nation.

They are expensive. One of my cities had it installed several
years ago, Pomona. And the train traffic and noise has abated in
that area. Now I have two other cities who are looking at it. There
is two trains of thoughts in the community. One, constituents say,
“Well, it is the constant noise of horns,” especially if it is in the
middle of a business district, or even a city compound. And they
want maybe additional signs, gates, infrastructure to create those
quiet areas.

But then there is the other component of the family saying,
“Well, it is a safety issue,” with children that have to cross. As you
well know, in California streets divide cities. It isn’t the long
stretches of emptiness.

So, part of what I would like to ask is, what is your opinion of
those zones? And how can we bring the cost of those zones down
so that cities may be able to access? And are there programs that
you know of? What about the safety issues? And to that I will also
add you have a volunteer group in the railroad of information to
schools by volunteers. And I would like to know eventually in writ-
ing to this committee of where are we at with that. OK? Anybody.

Mr. BOARDMAN. You guys want to go first? Well, I will go, then,
because I was the FRA Administrator that was in place when we
put the horn rule back in, if you remember that. Now I am volun-
teering that for the lightening rod that it takes.

But what has happened to us since is we have had a great
growth in the number of, even now, the number of trespass deaths,
crossing deaths. And we are very concerned, as an industry today,
about those growing deaths.

Mrs. NAPOLITANO. Are you talking about the right-of-way?

Mr. BOARDMAN. Yes.

Mrs. NAPOLITANO. Which is where the volunteer group would
come in and teach those in the area to be able to be careful, and
instruct the locals about it. But that is where we don’t know where
you are at with that volunteer group.

Mr. BOARDMAN. We have—that is the Operation Lifesaver group.
And I just put our chief of police on that Lifesaver group with the
specific request and direction to look for ways to reduce these tres-
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pass incidents and also the crossing incidents. And I am beginning
to work right now with North Carolina, because they have been a
leader in sealed corridors that make improvements for this, for
safety across the country, to adapt the kinds of things that you are
looking at today in California to try to prevent the incursion into
the crossings.

But part of the problem today is the same thing we are having
in every mode and in every place, and that is the distractions that
occur by listening to your iPod, being on the tracks, walking. We
had a recent CNN clip

Mrs. NAPOLITANO. Which, again, sir, going back to the original
intent, is to be able to educate the public and the children in the
schools and the families about what causes accidents.

Mr. BOARDMAN. That is correct. But you also need to let people
know that you are there with the train. And that was where the
horn rule came in. It took 11 years to get it done.

Mrs. NAPOLITANO. Right.

Mr. BOARDMAN. It was the first thing that came out when I was
the FRA Administrator. They were ready to go forward with it, and
there was a lobbying effort to stop me from doing that.

Mrs. NAPOLITANO. Right. It is only in certain areas, sir, not
just—and I am talking about downtown areas, where there is a
need to be able to protect the community, protect the business, pro-
tect City Hall. I have been here at meetings with City Hall, and
there is a train going by, honking, while they are trying to talk
openly. So there are things we need to mitigate.

Mr. BOARDMAN. I usually find that CSX, whenever I am trying
to give a speech along the CSX, they come along and blow the horn.
But, yes, I understand that. But clearly, today there is an ability
for the quiet zone to exist, but it does cost money for the commu-
nity to make that happen.

Mrs. NAPOLITANO. Amount? Do you have an amount, sir, any
more? Is the cost coming down?

Mr. BOARDMAN. It really depends on the specific crossing that we
are talking about.

Mrs. NAPOLITANO. Anybody else?

Mr. HAMBERGER. If I could just clarify for the record, the grade
crossing accidents and incidents continue to decline. In fact, I have
the preliminary statistics here. For 2012, highway rail incidents
are down 8 percent. The problem is primarily trespassers or pedes-
trians in the right of way.

Mrs. NAPOLITANO. Understood. My time is up, Mr. Hamberger.
May I ask that you reply in writing on that issue?

Mr. HAMBERGER. Yes ma’am.

Mrs. NAPOLITANO. And also on the issue of you have created a
senior executive level position. When, where, and how? We haven’t
heard any more information on that. And with that, please would
like to have a response on that.

Mr. HAMBERGER. Yes ma’am.

Mrs. NAPOLITANO. Thank you, Mr. Chair.

Mr. DENHAM [presiding]. Thank you. And we will be having a
second round of questions. I will lead that off. I would like to
switch a little bit to labor, starting with Mr. Hamberger.
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How important is labor to your industry? And what are some of
the ways you believe the industry can grow jobs over the next dec-
ade?

Mr. HAMBERGER. Well, as I mentioned earlier, we have and are
blessed with a very professional, very well-trained labor force. The
last number I saw was that the average tenure of our employee
base is 13 years. We are faced with a major generational shift,
however. Last year it was 15,000 new employees needed to be
hired, to a great extent because of retirements. We are projecting
hiring 11,000 new employees this year. But in 2011 we thought it
would be 15,000 and it turned out to be 20,000.

So, what we are hoping is that we can continue to recruit based
on the same level of commitment. Once people join our industry,
they do stay with it. As James Stem said in his opening statement,
it is a career choice, not just a job. We are doing everything we can
through job fairs to let people know that those jobs are out there.
We hope to grow, obviously, the size of the employee base by grow-
ing the industry itself.

Mr. DENHAM. Thank you. And, Mr. Stem, have members of the
UTU been generally satisfied with their association with Amtrak?

Mr. STEM. Yes, sir. We not only support Amtrak—that is a his-
toric statement—I can say—and this is not a promotion of him,
personally—Mr. Boardman and his staff have brought a new level
of credibility and stability to Amtrak. And the relationship that Mr.
Boardman has established with this committee, including the
former chairman, is a direct relationship—a direct indication that
Mr. Boardman has been good for Amtrak, has been good for our
employees.

Mr. DENHAM. Thank you. That is good to hear. How about freight
rail? How about Mr. Hamberger?

[Pause.]

[Laughter.]

Mr. HAMBERGER. You had to go there.

Mr. DENHAM. This is—again, we are trying to get everything out
this first hearing. We figure we would

Mr. STEM. Well, I hate not to give you the controversy that you
are seeking, Mr. Denham, but labor has an agreement with our
freight railroads. It lasts through the mid-2016 range. We have in-
vested in many different types of partnerships with the freight in-
dustry. Mr. Hamberger has helped with that cooperation and that
relationship himself, personally.

And the way that we think we are going to increase employment
in the industry is to utilize the industry as this committed intends.
We grow the industry, we grow the opportunity.

If we had a national transportation policy, there is no doubt in
my mind, there are many people in this room that have been pro-
moting a national transportation policy for decades. And if we had
a national transportation policy, the utilization of our fuel re-
sources would be given much more credibility than it is today. We
would not be having the debate about highway congestion and
truck size and truck weights and the size of intermodal containers
if we had that national transportation policy.
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So, I personally believe and agree with many people on this com-
mittee, that we are on the verge of a rail renaissance. And that is
good public policy for this Nation.

Mr. DENHAM. Absolutely. Thank you. Mr. Michaud?

Mr. MicHAUD. Thank you very much, Mr. Chairman, and thank
you for allowing for questions to be submitted for the record, be-
cause I think that is very important. As we heard Mr. Hamberger
actually talk to—respond to Mr. Walz’s question when you were not
in the room, I never talked about truck size and weight. It was just
truck weight. There are two different issues.

You also had mentioned the fact that you are being subsidized.
Actually, in the bill that is being—bipartisan bill that is being sup-
ported, it actually increases the fee because of damage for the
bridges. So there are two different issues here, Mr. Chairman. And
I think it is important that we do not try to mix those questions,
issues, because it is being paid for and it allows the States to de-
cide, because every State is different. It is not mandating that the
States have to go with that higher weight. Because each State is
different. Because in Maine we do have a pilot program for 20
years because of the problem of trucks going down into cities. That
was a huge safety issue, a huge problem. So I think States should
have the flexibility to decide, and the option to decide.

My question, actually, is for Mr. Stem. In your prepared testi-
mony you indicated that all transportation, particularly the
Bakken fields in North Dakota, has been a boon for the freight rail.
At the same time you indicated your concerns that possible adjust-
ment in truck weight laws would somehow result in more trucks
on the road. Is that correct?

Mr. STEM. Yes, sir. Both of those statements are included in my
testimony that I submitted.

Mr. MicHAUD. OK. So let me ask you this question. Are you
aware what the truck weight limits hauling oil to your railroad ter-
m;nals near the field is? Do you know what the truck weight limit
is?

Mr. STEM. No, sir. I can honestly say I am not aware of that.

Mr. MicHAUD. OK. Well, it is over 105,000 pounds. So, under
your scenario, if you go to the 80,000 limit, then actually you would
be forcing more trucks onto the roads. And that is a concern that
I have, is when I hear the discussion about safety issues, about
who is subsidizing who, it depends on what State you are in. So
under that very scenario, we would actually be increasing more
trucks in that particular State. And that is a big concern that I
have. And I believe strongly in freight. I come from the manufac-
turing sector, in a paper mill. So I know how important freight is.
But I also know how important it is to have different options avail-
able. And what I have seen, quite frankly, in Maine, is because of
the unreliability of freight rail, manufacturers are having to go to
trucks. They don’t want to, but they have to go there because of
the unreliability of freight. And that is very concerning. And I do
believe that we have to have the options.

And on the rail, I believe one of the reasons why they are so op-
posed to increasing the weight limit is because they do not want
to have that additional pressure to offer more competitive rates, or
have to focus on reliability. And not all rail lines are at fault, but
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there are some that are terrible in that regards. And I think it is
important that we focus on those particular issues.

And if you go right back to the report that I was questioning Mr.
Hamberger earlier that was done in 2010, it is contradictory, when
you look at his statements, as far as it is very clear in this report
that if rail has more competitive rates, they are more reliable, then
actually, the trucking industry will lose, as far as overall cus-
tomers. So I think that is very important. And I will be submitting
questions, Mr. Chairman, for the record.

And hopefully we can get answers to those specific questions,
rather than trying to lump everything together, because there is a
different issue with truck weight and size. I am not talking about
the size. Mine is primarily the rates, allowing the States the option
to deal with that on their own, if they would like. And I think it
is also disconcerting when I hear people say, “Well, you can’t do it
because it is going to allow more trucks on the road,” when actually
those who are speaking the loudest, they already have a much
higher weight. This is a safety issue, it is an environmental issue,
it is an economic issue. And I think it is very important that we
look at it as that, and not be afraid to work out on compromises
which are extremely important.

And I see my time has run out, Mr. Chairman, so I want to
thank you for allowing us to submit questions for the record, be-
cause I will have plenty of questions to actually get at the very
issue of weight. Not the size issue, but the weight issue. And there
have been plenty of studies done in the past from Department of
Transportation, not only at the Federal level but also at the State
level, that—but would be interested in making those public, as
well. So thank you very much, and yield back.

Mr. STEM. May I offer a brief response to the question?

Mr. DENHAM. I will allow it, Mr. Stem.

Mr. STEM. Mr. Michaud, thank you for the question. The—my in-
clusion of the mention of the Bakken oil field mobile pipeline was
an indication of the flexibility of the industry dealing with the cur-
rent needs of our industrial movement around the country. I was
not aware that an oil tanker could leave Williston, North Dakota,
weighing 105,000 pounds and deliver that oil to a refinery in Phila-
delphia, Los Angeles, or in Houston. I was not aware of that. That
was never the point of that comment.

My comment about truck size and truck weights also included a
concern that the size of the truck would soon surpass the allowable
international interchange, so that if the truck gets so large you can
no longer load it on a ship to go overseas. So then you would start
another problem of having multisized containers available. But I
will be glad to provide written response to that.

Mr. DENHAM. Mr. Massie?

Mr. MASSIE. Mr. Stem, what role can the United Transportation
Union play in reducing costs at Amtrak and at freight rail?

Mr. STEM. Mr. Massie, thank you for the opportunity. We are
participating in that now. Cost reductions and being cost effective
are part of what we do. Our agreements that we have, both with
Amtrak and with the freight railroads, provide economic viability
for them.
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If you will check the freight railroad stock reports—and I am a
stockowner—you will find that our freight railroads are doing very
well, largely because of the workforce that they have that is very
professional that is actually working for a mere pittance.

Mr. MAsSIE. What else can you do, though? Are there any plans
for helping these gentlemen reduce costs?

Mr. STEM. Well, increased productivity constantly is on the table
any time you talk about career opportunities. That would include
pay and benefits. We are always open to productivity improve-
ments.

Technology, along with downsizing of the industry, has signifi-
cantly reduced employees. As I mentioned before, we have fewer
than 50 percent of the employees moving—compared to 1980, mov-
ing twice as many railcars around the country today. By any meas-
ure, freight and passenger rail employees—and that includes the
maintenance employees—are the most productive members of the
workforce that we have in this country.

Mr. HAMBERGER. If I might add, Mr. Massie?

Mr. MASSIE. Please.

Mr. HAMBERGER. It is not my role, thank goodness, to negotiate
the national handling contracts with the unions. But in this past
round, as has been, I think, the historical norm, UTU reached a
voluntary agreement. They were the first to reach a voluntary
agreement with the freight railroads addressing pay, health care,
and work rules. And so have most of the other unions all come for-
ward with an air of trying to reach an agreement. So just like that
to be on the record for Mr. Stem.

Mr. STEM. Thank you, Mr. Hamberger. And, Mr. Massie, to
translate that into a direct response to your question, Mr. Ham-
berger is correct. We did reach a voluntary agreement, which
means that the railroads and the employees agreed on a long-term
package of continued employment, continuation of progress for the
industry. That included many productivity improvements.

Mr. MassiE. Thank you very much. Next question is for Mr.
Boardman. How does and can Amtrak maximize its real estate as-
sets around the train stations and development to create additional
revenue streams for Amtrak? Are there any creative ways to create
more revenue so you don’t have to come here and testify?

Mr. BOARDMAN. We are actually doing that now, especially along
the Northeast Corridor. We have a plan for the Washington Union
Station, an unfunded plan. We have a plan for Moynihan Station
in New York City. It is a partly funded plan. We have a lot of real
estate developers that are looking at and pushing us, especially in
New York City, for access to the folks that we have, so they can
build their real estate development. We have an interest by the
30th Street Station in Philadelphia, on a regular basis, for in-
creases in real estate development and other activity. And we have
it at Baltimore, and any station that we really own—Chicago being
another one.

We actually—when we look at what we cover, in terms of our
cost, we cover about 79 or 80 percent of our operating costs through
the fare box. And yet we cover about 88 percent of our costs with
all of our revenue. Most of that additional revenue is real estate.
We have done—and we did for the last chairman—we looked at all
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of the real estate available along the Northeast Corridor. And most
of it is not developable real estate, from the standpoint of creating
revenues for us. Most of it has to do with supporting the oper-
ations, whether it be some of the freight operations that operate
along the Northeast Corridor, or our own operation.

Mr. MASSIE. But is it safe to say you are maximizing opportuni-
ties for things in those locations? For instance, for cell tower leases
and what not?

Mr. BOARDMAN. Yes. We have—when we find a place that we can
do that safely, and it is a benefit for Amtrak, we oftentimes have
to put it out for competition for others that might be interested for
it. But yes, we are doing that.

Mr. MASsSIE. Thank you very much. My time has expired.

Mr. DENHAM. Thank you. Mrs. Napolitano.

Mrs. NAPOLITANO. Thank you, Mr. Chair. I am sorry, I may not
have made myself clear on the senior executive level position for
Amtrak that was in the recent reorganization. I would like to know
in writing, and will share it with the committee. Is it in place?

And, of course, can Amtrak make sure that the State-supported
services program will continue to thrive? OK?

Mr. BOARDMAN. You want that back in writing?

Mrs. NAPOLITANO. Yes, please.

Mr. BOARDMAN. Yes, ma’am.

Mrs. NAPOLITANO. Because that is going to take a little more
time, and I don’t want to spend that much time on it.

In California you have three of the most used services, ridership
records. And the nine records—Amtrak has set nine ridership
records in the past 10 years. You have done magnificent. You have
decreased your operating needs in half since 2004 and cut your
debt in half since 2002. But what other improvements do you have
in mind, and how can we help you get there, to be able to increase
and get people off the road?

And talking about the impact on roads, the weight damages the
infrastructure of the roads. And then the citizens have to end up
paying for that, the States. So, if you would, please.

Mr. BOARDMAN. Thank you, Congresswoman. First of all, the in-
vestment in the Northeast Corridor infrastructure—and we have
already got this in the record, so I won’t bring it back again right
this minute—but if those investments are made, our revenues will
go up substantially, because we will have a greater capacity.

The PRIIA legislation also has required not just the State-sup-
ported services, which I will get back to you in writing, but we also
have an obligation to begin to look at what the commuter operators
along the Northeast Corridor really provide in covering some of the
cost of the capital on the corridor and the capacity that they take.
And that is ongoing right now. We are making those kinds of im-
provements.

We work pretty solidly with operating agreements with all of the
freight railroads. That is also coming due, and we are in the middle
of talking and listening, quite frankly, to the freight railroads today
about what they see for reauthorization for the future. So we are
identifying the kinds of things that we think are necessary for us
to make the kinds of improvements that are being looked for, for
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on-time performance and improvement for the investment and our
fleet that is going to be necessary for the future.

Mrs. NAPOLITANO. And also the investment in the infrastructure,
ensuring that it is going to be able to handle the additional capac-
ity. Am I correct?

Mr. BOARDMAN. Yes, that is correct. That is one of the things
that the freight railroads are particularly interested in. With the
investments they are making in capacity, they want to know what
that means in terms of what Amtrak might want for the future.
And that becomes a rub, just kind of like the truck weight issue
for the freight railroads.

Mrs. NAPOLITANO. Well, I would like to hear Mr. Hamberger’s
side of being able to allow some of the transit, Amtrak transit, on
rail lines. I know that it doesn’t pay off as well.

Mr. HAMBERGER. Well, as you know, under the statute, Amtrak
has a right of access for avoidable cost. And your point is exactly
right on. Avoidable cost is not fully allocated cost. But that is the
deal that was struck back in 1970 and 1972, so that we are good
partners, I think, with Amtrak.

And, of course, part of that deal also is preferential dispatching,
which is also part of the way we operate the railroad.

Mr. BOARDMAN. And we fight about that regularly.

Mr. HAMBERGER. Yes, yes.

Mrs. NAPOLITANO. Well, with the new technology, will it make it
easier to be able to align both?

Mr. BOARDMAN. Absolutely. As a matter of fact, part of the dis-
cussion we really have today with the new technology we are
using—and we have a much better idea today with WiFi and
eTicketing where we are in terms of the schedule itself. And so do
the dispatchers.

And part of the discussions we have begun to have with the
freight railroads is they want to simplify that, as well. They want
to find a way to get us on their railroad and off their railroad as
quickly as they can. Because in some ways, some of them really be-
lieve that Amtrak has kind of become the canary in the coal mine.
If they can’t move us, then they have a problem with their railroad.

Mrs. NAPOLITANO. Well, there had been at one point several
derailments in my area, or at least close to my area, and I got into
that very heavily several years ago. And I am hoping that the new
technology has been able to allow the railroads, as well as Amtrak,
to understand how critical the replacement of—or actually, the
identification of rail that may have hairline cracks or anything that
is really critical to public safety, both on the rail and in Amtrak.

So, with that, I thank you, Mr. Chair——

Mr. HAMBERGER. As I recall, it is a broken angle bar that——

Mrs. NAPOLITANO. I still haven’t seen that, sir.

Mr. HAMBERGER. Yes, many years ago. Actually using laser and
sonar, we now have reduced to a great extent the number of acci-
dents caused by broken rail, as well as broken wheels and broken
axles. So——

Mrs. NAPOLITANO. We would love to have a report on that, Mr.
Hamberger.

Mr. HAMBERGER. I would be delighted to do that. Thank you.
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[The Association of American Railroads inserted the following in-
formation for the record:]

The railroad industry has made dramatic progress in re-
ducing the number of broken rail derailments. In fact, bro-
ken rail train accidents on Class I main line track have de-
clined 62 percent since 2004.

This progress begins with improved manufacturing proc-
esses. The manufacturers of steel rails have continued to
improve the overall quality of the rails to reduce the poten-
tial of internal rail defects.

Next, in addition to improved rail quality, railroads have
contributed significantly to reducing the potential for de-
fective rails by increasing the amount of continuous weld-
ed rail (CWR) installed throughout the North American
railroad network. Most main line trackage and a signifi-
cant percentage of secondary and yard trackage is com-
posed of welded rail rather than jointed rail. This has led
to a dramatic reduction in the number of rail joints which
could in turn result in rail defects.

Additionally, railroads attempt to mitigate rail defects and
service failures through regular rail inspections. A general
visual inspection of the rail is usually performed several
times per week over most main line trackage; however, a
visual inspection by a highly qualified track inspector can-
not detect all of the internal and external rail defects.
Thus, ultrasonic testing is performed by railroads on a rou-
tine basis. The ultrasonic method of testing rails in service
attempts to target a wide variety of internal and external
rail defects, including at least:

Transverse defects

Detail fractures

Engine burn fractures
Compound fissures
Defective rail end welding
Bolt hole cracks

Vertical split heads
Horizontal split heads
Head and web separations
Piped rail

The industry will continue to do all it can to improve safe-
ty by reducing rail defect accidents even further.

Mrs. NAPOLITANO. Thank you, sir. Thank you, Mr. Chair.

Mr. DENHAM. I would like the committee to notice that we are
going to finish exactly right on time today. It is a good way to start
our first hearing. And certainly want to thank, once again, all of
our witnesses here today. Certainly been informative for a lot of
new Members. Appreciate all of the supplemental material that
each of you has provided. And, as well, we are looking forward to
having more questions answered in writing.
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At this time I would like to ask unanimous consent that the
record of today’s hearing remain open until such time as our wit-
nesses have provided answers to all of the questions that may be
submitted to them in writing, and unanimous consent that the
record remain open for 15 days for any additional comments and
information submitted by Members or witnesses to be included in
the record of today’s hearing.

[No response.]

Mr. DENHAM. Without objection, so ordered.

I would like to thank again each of our witnesses, again, for their
testimony.

And if no other Members have anything to add, the sub-
committee stands adjourned.

[Whereupon, at 12:59 p.m., the subcommittee was adjourned.]
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OPENING STATEMENT OF REP. STEVE COHEN

The Subcommittee on Railroads, Pipelines, and Hazardous Materifls

“Freight and Passenger Rail in America's Transportation System”

March 5, 2013

I am pleased to be here today to receive testimony from our esteemed witnesses about the
important subject of our nation’s railways.

I represent Memphis, Tennessee, the distribution hub of our country. As the home of
FedEx, multi-modal freight transportation is the backbone of our economy in Memphis. With
major intermodal facilities of five of our nation’s Class 1 Railroads located either within or in
close proximity to district lines, my constituents and I have a vested interest in the future of
freight rail in the United States.

On Sunday, the Commercial Appeal in Memphis wrote about Amtrak’s increased
ridership across the country. The C4 cited a record 31.2 million Amtrak riders last year, with
local ridership in and out of my hometown topping 73,000 tickets—that's an increase of eleven
percent from the previous year. With gas and airfare prices on the rise, Amtrak is growing as a
means of affordable passenger transportation across the nation.

While Memphis is home to a historic Amtrak station that carries thousands of passengers
to and from Chicago and New Orleans and everywhere in between, my constituents also demand
and descrve cleaner and faster rail transportation. Considering the city’s existing transportation
assets, geographical location, the vibrant business community and the tising cost of air travel,
Memphis is well positioned to become an integral component of any high-speed rail system that
may be developed for our country. We currently await the results of a study that will examine the
possibility of a high speed rail line between Memphis and Little Rock, Arkansas-—a line that
would not only connect our cities, but could decrease air prices for my constituents by making it
casier and faster to fly out of the Little Rock Airport, an airport with considerably lower prices

than the one in my hometown,



38

I look forward to hearing the witnesses’ testimony on this important topic and I thank
them for being here today to discuss these issues. ] anticipate a productive partnership with my
colleagues on the Subcommittee and look forward to developing a balanced and sound
legislative agenda this 1 13™ Congress to ensure the safety and efficiency of our nation’s rail

system.
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introduction

On behalf of the members of the Association of American Railroads (AAR), thank you
for the opportunity to talk with you about America’s freight railroads.

Freight railroads are an indispensable part of America’s transportation system. Whenever
Americans grow something, eat something, export something, import something, make
something, turn on a light, or get dressed, it’s likely that railroads were involved somewhere
along the line.

More than 360 freight railroads operate in the United States today — only Hawaii does
not have at least one — over nearly 140,000 miles.” Nearly all of America’s freight railroads are
privately owned and operated. Unlike trucks, barges, and airlines, the freight railroads operate
almost exclusively on infrastructure that they own, build, maintain, and pay for themselves.

The seven “Class I” freight railroads account for approximately 70 percent of U.S.

freight rail mileage and more than 90

The U.S. Freight Railroad Industry: 2011
percent of freight rail employees and Freight
F g pioy Type of Miles Rewvenue
2 . . Railroad Number _ Operated®  Ermployees ($ biflions}

revenue.” Class T railroads typically operate | ., 7 06,367 158623 $65.0
X diff h ds of Non-Class { 561 43,188 17,317 4.0
in many different states over thousands o

Y Total 568 138,575 175,940 $68.9
miles of track and concentrate largely “Exoluces traokage fghts.  Source: AR

(though not exclusively) on long-haul, high-density intercity traffic lanes.
Non-Class I railroads, also known as regional railroads and short line railroads, range in
size from small operations transporting a few carloads a month to multi-state operators that are

close to Class Lin size. Short line railroads typically perform a gathering and distributing

! Fact sheets on freight railroading in individual states are available from the AAR upon request and at www.aar.org.

2 Class I railroads are defined by statute as those with operating revenue of at least $250 million in 1991 dollars.
Adjusted for inflation, the threshold for Class I status in 2011 was $433.2 million.
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function, often linking rural and semi-rural shippers and communities to high-volume Class I
lines. A typical Class I railroad exchanges traffic with scores of non-Class I railroads.

In the United States, the same company usually both owns the track and owns and
operates the trains that run over those tracks. It’s not uncommon for a railroad to operate over
tracks it does not own, but access to another railroad’s tracks is almost always the result of
voluntary negotiations. Railroads share common The North American Freight Rail Network
standards, including a standard track gauge, equipment,
data protocols, and operating practices. This allows
railroads to provide seamless service throughout the
country. In fact, freight railroads are fully integrated
throughout North America: the rail systems of the

United States, Canada, and Mexico operate largely

barrier-free except for customs and provide the world’s

most productive and lowest-cost freight rail service.
What Railroads Haul

From the food on our tables to the cars we drive to the shoes on our children’s feet,
freight railroads carry the things Americans depend on.

Each year, U.S. freight railroads transport more than 30 million carloads of freight. The
rail share of intercity ton-miles is about 40 percent, more than any other transportation mode.

Coal is the largest single commodity carried by U.S. railroads, accounting for
approximately 41 percent of Class I rail tonnage and 22 percent of Class I rail revenue in 2012.
Some of this coal is exported, but the vast majority is used to generate electricity domestically.

More than 70 percent of the coal delivered to power plants is transported by rail.

Association of American Railroads Page 2 of 17
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Railroads also carry enormous amounts of corn, wheat, and soybeans; fertilizers, plastic
resins, and a vast array of other chemicals; cement, sand, and crushed stone for construction;
lumber and drywall to build our homes; autos and auto parts; animal feed, canned goods, corn
syrup, flour, frozen chickens, sugar, beer, and countless other food products; steel and other
metal products; crude oil, asphalt, liquefied gases, and many other petroleum products;

newsprint, paperboard, and other paper products; iron ore for steelmaking; and much more.

Carrying the Things Ametica E)em‘aids‘ﬂn

o Fam
produsis:
1.8 iiflfion
sarionds

Intermaodal: - . S
12,3 mifion frafiers and Food products: Lumber, paper Sother
scomnainers. 1.8 miffion carloads forgstpradusts

1.0million saroads

Sand, stons & gravel:

1.3 mxnsqn cadoads - Al
| Goal much
E4 million
o — catoads morsl
Plastics, fertiiders and e Transporation :
other cherieals: o . aquipment: -
2.8 milton cartoads ‘ . 1.5 million caddoads . Figures s 2018

Intermodal — the long-haul movement of shipping containers and truck trailers by rail,

combined with a (usually much shorter)

U.S. Rail Intermodal Traffic: 1990-2012

truck movement at one or both ends —— (miltions of containers and trailers)
13
. . 12 - -
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9 et Tt L] 1| H L L

25 years. Most intermodal traffic is

L L L containers | 1

consumer goods. In fact, just about

everything you find on retailers” shelves

D AN W RO DN

may have traveled on an intermodal train.

Source: AAR

More than 50 percent of rail intermodal

consists of imports or exports, reflecting the vital role railroads play in international trade.
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Safer Today Than Ever Before

Nothing is more important to railroads than safety, and America’s railroads are safer

today than ever before.

According to Federal Railroad
Administration (FRA) data, from 1980 to 2012 the
U.S. train accident rate fell 80 percent and the U.S.
rail employee injury rate fell 85 percent. Since
2000, the declines have been 45 percent and 52
percent, respectively. Overall, 2012 set a new
record for railroad safety, breaking the previous

record set in 2011, which in turn broke the record set i

Hail Accident & Injury Rates Have Plunged
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2012 data are prefiminary. Source: Federal Railroad Administration
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Many years ago, railroads were considered a
relatively unsafe place to work, but that’s not true
anymore. Railroads today have lower employee
injury rates than most other major industries,
including trucking, inland water transportation,
airlines, agriculture, mining, manufacturing, and
construction — even lower than grocery stores.

When they do occur, rail injuries are no more

RRs Are Safer Than Most Other Industries
(injuries per 200,000 employee-hotirs}

Air
Transp.
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Data are 2011, Source: Bureau of Labor Statistios

severe, on average, than injuries in U.S. industry as a whole.

%2012 FRA safety data are preliminary.

Association of American Railroads
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Hazardous Materials

In 2010 (the most recent year for which data are available), U.S. railroads transported
approximately 1.8 million carloads of hazardous materials, including 77,000 carloads of “toxic
inhalation hazard” (TIH) materials.® Railroads are the safest surface transportation mode for
moving hazardous materials, and it is safer to ship hazmat by rail today than ever before. More
than 99.99 percent of rail hazmat shipments reach their destination without a release caused by a
train accident. Rail hazmat accident rates were reduced 91 percent from 1980 to 2010 and 38

percent from 2000 to 2010.

Railroads have long been taking concrete steps to make hazmat transportation safer. For
example:

. Railroads and a number of federal agencies have jointly developed the Rail Corridor Risk
Management System (RCRMS), a sophisticated statistical routing model designed to
ensure that TIH materials are transported on routes that pose the least overall safety and
security risk.

. Railroads follow stringent TSA “chain of custody” requirements for rail cars carrying
TIH materials. Transfer of TIH cars from a shipper to a railroad, from one railroad to
another, and from a railroad to a receiver must be carefully documented.

. Around half of all chemicals, and nearly all TIH materials, are transported in tank cars.
Tank cars built today are vastly improved over earlier generations of tank cars, with
higher grade steel, better thermal protection, improved valves and fittings, often thicker
tanks, and many other improvements.

Grade Crossings and Trespassers

With respect to safety at grade crossings, there’s been tremendous improvement there
too. From 1980 through 2012, the number of grade crossing collisions fell 82 percent, grade
crossing injuries fell 77 percent, and grade crossing fatalities fell 71 percent. The grade crossing
collision rate fell 82 percent from 1980 through 2012. It has fallen nearly every year since 1978

and in 2012 was lower than ever before.

* TIH materials are gases or liquids, such as chiorine and anhydrous ammonia, that are especially hazardous if
released into the atmosphere.
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This huge improvement is due in part to the federal Section 130 program, which allocates
$220 million per year to states for grade crossing improvements. Several years ago, FRA noted
that the Section 130 program “has helped prevent over 10,500 fatalities and 51,000 nonfatal
injuries.” Those figures are surely much higher now. Clearly, the Section 130 program deserves
continued dedicated support. In addition, railroads themselves spend hundreds of millions of
dollars each year on grade crossing improvements and maintenance. They also work with state
governments and local authorities to close unneeded or redundant grade crossings.

But grade crossing safety is only part of the public safety challenge. Trespassing is
another area of concern. It is an unfortunate reality that too many people inappropriately use
railroad property for short cuts, recreation, or other purposes, sometimes with tragic results.
Railroads are engaged in ongoing efforts with Operation Lifesaver and others to educate the

public that, for their own safety, they should stay off rail property.

Safety-Enhancing Technologies

While railroads are safer today than ever before, they want to be even safer. That’s why
they are constantly researching, developing, and implementing new safety-enhancing
technologies, and working cooperatively with their employees, suppliers, customers, and
governments to find new ways to improve their safety record. Just a few of the many examples
of new safety-enhancing technologies developed in recent years or now being developed include:
. Sophisticated detectors along tracks that identify defects on passing rail cars, including

overheated bearings and damaged wheels, dragging hoses, deteriorating bearings, cracked
wheels, and excessively high and wide loads, before failure or other damage occurs.

. Ground-penetrating radar and terrain conductivity sensors are being developed that will
help identify problems below the ground (such as excessive water penetration and
deteriorated ballast) that hinder track stability.

. Remote monitoring capabilities that ascertain the structural health of bridges.
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. Advanced track geometry cars that use sophisticated electronic and optical instruments to
inspect track alignment, gauge, curvature, and other track conditions.

Many of the rail industry’s technological advancements are developed and refined at the
Transportation Technology Center, Inc. (TTCI) in Pueblo, Colorado, a wholly owned subsidiary
of the Association of American Railroads that is widely considered to be the finest rail research
facility in the world. We extend a standing invitation to all of you to visit TTCI and see firsthand
the tremendous research that is being done there.

A key technology currently being developed and implemented that deserves special
mention is “positive train control” (PTC). PTC is an extremely complex safety technology
designed to automatically stop or slow a train before certain types of accidents occur. The Rail
Safety Improvement Act of 2008 (RSIA) requires passenger railroads and Class I freight
railroads to install PTC by the end of 2015 on main lines used to transport passengers or toxic-
by-inhalation (TIH) materials.

Since enactment of the RSIA, railroads have devoted enormous human and financial
resources to develop a fully functioning PTC system, and progress to date has been substantial.
However, despite railroads’ best efforts, the immense technological hurdles are such that a
reliable, nationwide, and interoperable PTC network will not be completed by the current
deadline. Railroads remain commitled to implementing PTC and are doing all they can to
address the challenges that have surfaced, but more time is needed to ensure safe and effective

implementation on the nation’s vast freight and passenger rail networks.

FRA Safety Regulation

Virtually every aspect of rail operations is subject to strict safety oversight by the Federal
Railroad Administration (FRA). Among many other areas, railroads are subject to FRA

regulation regarding track and equipment inspections; employee certification; allowable
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operating speeds; and the capabilities and performance of signaling systems. Hundreds of FRA
personnel perform regular inspections of rail facilities and operations thronghout the country. In
many states, FRA safety inspectors are supplemented by state safety inspectors. Railroads are
also subject to safety oversight by a plethora of other federal agencies, including the
Occupational Safety and Health Administration (OSHA), the Pipeline and Hazardous Materials

Safety Administration (PHMSA), and the Department of Homeland Security (DHS).

Essential to a Greener, Less-Congested Future

Railroads are the most environmentally sound way to move freight and are committed
to even greater environmental excellence in the years ahead.

First, railroads save fuel and reduce greenhouse gas emissions. According to a recent
independent study for the Federal Railroad Administration, railroads, on average, are four times

more fuel efficient than trucks. In 2011, U.S. freight railroads moved a ton of freight an average

of 469 miles per gallon of fuel — up from
Freight Rail Fuel Efficiency is Up 99% Since 1980
(Ton-Miles Per Gallon)
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Second, freight railroads mean less highway gridlock. According to the Texas
Transportation Institute, in 2011 highway congestion cost Americans $121 billion in wasted time

(5.5 billion hours) and wasted fuel (2.9 billion gallons).® Lost productivity, cargo delays, and

3 Texas Transportation Institute, 2012 Urban Mobility Report, p. 1
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other costs add tens of billions of dollars to this tab. A single freight train, though, can replace
several hundred trucks, freeing up space on the highway for other motorists.

Third, shifting freight from trucks to rail also reduces highway wear and tear and the
pressure to build costly new highways. A few years
ago, the American Association of State Highway and
Transportation Officials (AASHTO) estimated that if
all rail freight were shifted to trucks, it could cost
governments an extra $128 billion for highway
improvements.’ That number is surely much higher
today.

Fourth, moving freight by rail rather than by
truck significantly reduces harmful emissions. In
March 2008, the EPA issued stringent new locomotive

emissions standards. The EPA estimates that, when

compared to the previous standards, the new standards
will reduce particulate matter (PM) emissions by 90 percent and reduce nitrogen oxide (NOx)

emissions by 80 percent.

Helping Rail Customers Stay Competitive in the Global Economy

The affordability of freight railroads saves rail customers (and, ultimately, American
consurners) billions of dollars each year and enhances the global competitiveness of U.S. goods.

Average rail rates (measured by inflation-adjusted revenue per ton-mile) were 45 percent lower

® AASHTO, Freight Rail Bottom Line Report, p. 1
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in 2011 than in 1981. This means that the average rail
customer today can ship nearly twice as much freight
for the same price paid nearly 30 years ago.

U.S. freight railroads are also the most
affordable among the world’s major countries.
According to data from the World Bank and other
sources, U.S. freight rail rates (measured by revenue
per ton-mile) are less than half those in major
European countries and well below China and Japan
as well, helping make U.S. firms more competitive in
a tough global economy.

A few years ago, AASHTO also estimated that
if all freight rail traffic were shifted to trucks, rail
shippers would have to pay an additional $69 billion

per year.7 Adjusted for increased freight volume and

Saving Americans Money
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inflation, that figure is probably around $100 billion today.

Rail Employees: Professional, Productive, and Highly Compensated

Rail management and rail labor are united in believing that safe and efficient railroads

are indispensable to America’s economic health and societal well-being. Railroads appreciate

the skill and professionalism of their employees and are committed to working with them to help

ensure that the rail industry’s future remains bright.

7 AASHTO, Freight Ruil Bottom Line Report, p. 1
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The more than 175,000 freight railroad 2 Bnnual Compensation:
118, Freight Rajlroads ve. U8, Average®
employees are among America’s most highly $120,000
$110,000
. $100.000
compensated workers. In 2011, the average freight §96.000

$86,000
railroad employee earned wages of $74,900 and 70,000

fringe benefits of $34,000, for total average

compensation of $108,900. By contrast, the average

Froight AR

.. Dataare 2011,
a

wage per full-time employee in the United States in

2011 was $54,400 (73 percent of the freight rail
figure) and average total compensation was $67,700 (62 percent of the freight rail figure).
According to a U.S. Department of Commerce model of the U.S. economy, in addition to
their own employees, freight railroads sustain more than 1 million additional jobs at firms that
provide goods and services to railroads or that are recipients of spending by the employees of
railroa&s and their suppliers. The model indicates that every job in day-to-day freight rail
operations sustains another 4.5 jobs elsewhere in the economy. Millions of other Americans
work in industrics that are more competitive in the global economy thanks to the affordability
and productivity of America’s freight railroads.
Rail industry employees are not covered by Social Security. Instead, they are covered by
the Railroad Retirement System, which is funded by railroads and their employees. In fiscal year
2011, approximately 578,000 beneficiaries received retirement and survivor benefits totaling

$10.9 billion from the Railroad Retirement System.

Investing for the Future

As America’s economy grows, the need to move more people and goods will grow too.

Recent forecasts reported by the Federal Highway Administration found that total U.S. freight
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shipments will rise from an estimated 17.6 Demand For Freight Transportation To Rise Sharply
{billions of tons transported in U.S.)
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In recent years, despite the recession,
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three percent of its revenue on capital expenditures. The comparable figure for U.S. freight
railroads is around 17 percent, or more than five times more. As Congress is well aware,
building and maintaining an infrastructure network is very expensive whether done with public

or private funds.

The Need for Reasonable Economic Regulation

In 1887, the Interstate Commerce Act created the Interstate Commerce Commission
(ICC) and made railroads the first U.S. industry subject to comprehensive federal economic
regulation. Over the ensuing decades, increasingly oppressive regulation came to control nearly
every aspect of rail operations, including the rates railroads could charge, the routes they had to
travel over, and the equipment they could use to transport their freight.

By the 1970s, excessive regulations, intense competition from trucks and barges, and
changing shipping patterns drove railroads to the brink of ruin. The Rail Passenger Service Act
of 1970 created Amtrak and relieved freight railroads of most of the huge losses (then around
$200 million per year, or around $850 million in today’s dollars) incurred in passenger service,
but conditions continued to deteriorate on the freight side. During the 1970s, most major
railroads in the Northeast and several major Midwestern railroads went bankrupt. In fact,
bankrupt railroads accounted for more than 21 percent of the nation’s rail mileage.

Between 1970 and 1979, the rail industry’s rate of return on investment never exceeded
2.9 percent and averaged just 2.0 percent. These extremely low returns meant that railroads
lacked the funds to properly maintain their tracks. By 1976, more than 47,000 miles of track had
to be operated at reduced speeds because of unsafe conditions. Railroads had billions of dollars
in deferred maintenance, and the term “standing derailment” — when railcars that were standing

still simply fell off poorly maintained track — was often heard.

Association of American Railroads Page 13 of 17



53

The status quo was untenable, so Congress essentially had two options: nationalize the
railroads, at a continuing cost of untold billions of dollars, or replace the excessive regulation of
the past with a more balanced regulatory framework. Congress wisely chose balanced regulation
and passed the Staggers Rail Act of 1980.

By passing the Staggers Act, Congress recognized that railroads faced intense
competition for most of their traffic, but excessive regulation prevented them from competing
effectively. To survive, railroads needed a new regulatory system that allowed them to act like
most other businesses in terms of managing their assets and pricing their services.

The Staggers Act ushered in a new era in which railroads could largely decide for
themselves what routes to use, what services to offer, and what prices to charge. Railroads were
allowed to base their rates on market demand; railroads and shippers could enter into confidential
contracts; procedures for abandoning or selling unneeded rail lines were streamlined; and the
need for railroads to earn adequate revenues to support their operations was explicitly
recognized.

Under Staggers, regulators retained authority to protect rail customers against
unreasonable rail rates where there is no effective competition for the rail services. Regulators
still have this authority today, ensuring that railroads are held accountable for their actions.

The more balanced and reasonable regulatory environment created by Staggers has been
a great success for rail shippers, railroads, and the public at large. Lower rail shipping costs have
saved American consumers hundreds of billions of dollars compared to what they would have
been had rail rates not fallen in the post-Staggers era, and hundreds of billions of dollars in
reinvestments since Staggers have created a national network that is second to none worldwide.

Rail safety, productivity, and service to customers have improved tremendously. Vibrant short
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line railroads, most of which are new since
Staggers, now operate some 45,000 miles of
track in 49 states and employ approximately
18,000 workers, preserving rail service and
rail jobs that otherwise would have been
lost.

Railroads are also much stronger
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U.S. Freight Railroad Performance Since Staggers
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financially since Staggers. Return on net investment, which had been falling for decades, rose to

4.4 percent in the 1980s, 7.0 percent in the 1990s, and 8.5 percent from 2000 to 2011. Improved

rail earnings are a positive development because they allow railroads to more readily justify and

afford the massive investments needed to keep their track and equipment in top condition,

improve service, and add the new rail
capacity that America will need in the years
ahead. Over the past ten years, there has
been a very close positive correlation
between freight rail earnings and the
amount they reinvest back into their

networks.

Railroad Profitability and Reinvestments Back Into
Their Networks Are Closely Correlated
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Al of the outcomes listed above were results that Congress intended the Staggers Act to

generate and could not have been achieved without the Staggers Act reforms. It’s no surprise

that The Economist magazine recently noted that the American freight rail system is “one of the
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unsung transport successes of the past 30 years” and is “universally recognized in the industry as

the best in the world.”®

Partnerships Between Freight and Passenger Railroads So That Both Succeed

In the United States, freight railroads provide the foundation for passenger rail. Around
70 percent of the miles traveled by Amtrak trains are on tracks owned by freight railroads, and
dozens of commuter railroads operate, or plan to operate, at least partially on freight-owned
corridors. In addition, most of the higher speed and intercity passenger rail projects under
development nationwide plan to use freight-owned facilities.

Passenger rail, including higher-speed rail, can only succeed if policymakers are willing
to realistically address the numerous financial, legal, and operational issues associated with it.
Perhaps most importantly, once policymakers agree on the nature and scope of intercity
passenger railroading in this country, they must be willing to commit public funds on a long-term
basis commensurate with that determination.

Expanding passenger rail operations over the
nation’s freight rail network involves significant
opportunities and challenges. The odds that these
challenges can be overcome will be higher if certain

principles are followed:

. Safety comes first. Among other things, this means
that in some cases ~ depending on train speeds
and frequency, track standards, and other factors —
separate tracks for passenger and freight trains
might be needed.

. Access and capacity. Passenger rail use of freight rail corridors should not compromise
freight railroads’ ability to serve present or future customers.

% The Economist, “High-speed Railroading: America’s System of Rail Freight is the World’s Best. High Speed
Passenger Trains Could Ruin It,” July 22, 2010,
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. Full compensation. If passenger trains use freight railroad assets or property, the host
freight railroads should be fully and fairly compensated.

. Liability protection. Despite railroads’ best efforts to prevent them, accidents sometimes
do occur. An accident involving passenger trains is far more likely to involve significant
casualties than an accident involving only freight trains. Therefore, freight railroads
cannot host passenger trains without adequate protection from liability.

. No one-size fits all approach. Each project involving passenger rail on freight-owned
corridors has unique challenges and circumstances that must be evaluated on a case-by-
case basis.

Conclusion

America’s railroads move vast amounts of just about everything, connecting businesses
with each other across the conntry and with markets overseas over a 140,000-mile network.
They save their customers billions of dollars each year in shipping costs while reducing
pollution, energy consumption, and greenhouse gas emissions; relieving highway congestion;
and enhancing safety.

Demand for freight transportation will surge in the years ahead due to population and
economic growth. Railroads are the best way to meet this demand. They are safe and getting
safer, save fuel, keep trucks off overcrowded highways, and reduce greenhouse gas and other
emissions. And they do it while providing affordable, reliable transportation to America’s
manufacturers, farmers, energy producers, retailers, and consumers.

Railroads are working hard to ensure that adequate capacity exists to meet our future
freight transportation needs. Meanwhile, they look forward to continuing to work with members
of this committee, others in Congress and the administration, and other policymakers to find

effective solutions to the transportation challenges we face.
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Question from Rep. Lou Barletta:

1. What are the opportunities and challenges facing freight railroads after the Panama
Canal expansion and inland ports develop to manage increased shipments?

Answer: With the Panama Canal expansion likely to be completed by 2015, much larger ships
carrying a greater number of containers will be able to pass through to East Coast ports. While
no one can predict exactly where the additional shipping cargo will go from a network
standpoint, railroads will be ready to provide the safe, efficient and cost effective service that
their customers at ports and elsewhere require. America’s freight railroads are reinvesting more
than ever before with an estimated $24.5 billion in investments projected for 2013, The
flexibility and vast scope of the nation’s railroad network means they can respond quickly and
effectively to new traffic patterns and new market challenges such as those that will present
themselves with the expansion of the Panama Canal.

Questions from Rep. Michael Michaud:

1. In your response to my question regarding the Carl Martland study titled Estimating the
Competitive Effects of Larger Trucks on Rail Freight Traffic dated October 26,2010, you
indicated that the study was done by the Short Line Association. The first page of the
study, however, states that it was conducted in coordination with the Association of
American Railroads. For the sake of clarity, did AAR provide financial support for any
part of this study and did it have a hand in guiding the work of the study?

Answer: The 2010 Martland study received no funding from the AAR. When requested, AAR
provided summary rail traffic data to Dr. Martland. AAR had no role in reviewing the study or in
assisting in its development or production.

2. T asked you about Mr. Martland’s findings that if railroads respond to more productive
97,000 1b. GVW trucks by lowering rates and improving service the result would be
virtually no diversion of freight from rail to truck. Specifically, Mr. Martland found that
the trucking industry would see a greater reduction than rail with a “5% reduction in rail
traffic and a 7% reduction in truck-miles.” You responded that it is all about the
“subsidy” provided to trucks. In reviewing the study, however, I see no discussion from
Mr. Martland of a so-called “subsidy” or that it is in any way a factor.

Answer: Based on a 2000 U.S. Department of Transportation (DOT) study, other motorists
already subsidize the operation of heavy trucks at a rate of $1.9 billion every year. DOT found
that 80,000 Ib. trucks only pay for approximately 80 percent of the damage they inflict on
highway and bridge infrastructure. If truck weights were to increase to 97,000 Ibs., that
underpayment would grow to about 50 percent. The current DOT study, mandated by Congress
in 2012, will look at the level of the subsidy given to heavy trucks.
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3. AAR has charged that permitting 97,000 Ib. trucks on the Interstate would result in
significant diversion from freight rail and more trucks on the road. But it seems clear from
Mr. Martland’s findings that rails should experience virtually no loss of freight relative to
trucks and that trucks would actually see a loss of total miles traveled relative to the rails.
How does AAR respond to the specific findings I have cited by Mr. Martland?

Answer: This year the Class [ freight railroad industry plans to invest $24.5 billion of its own
private capital back into the nationwide rail network. Any increase in truck weight limits would
put railroads at a greater competitive disadvantage, meaning more heavy freight would be
diverted to highways, eliminating thousands of well-paying railroad jobs. The 2010 analysis by
Dr. Carl Martland shows increases in truck size/weights can be expected to have a large effect on
rail traffic, with diversions of 10-15% of non-intermodal rail traffic possible if weight limits are
increased from 80,000 to 90,000 pounds. Diversions of 15-20% would be possible if weight
limits were increased to 97,000 pounds. Additionally, Dr. Martland found that an increase in
truck weight to 97,000 Ibs. could reduce merchandise traffic on short line railroads by 44 percent
and overall short line rail traffic by 17 percent — likely crippling many smali railroads.

4. Has AAR done any analysis of how to mitigate this so called “subsidy” for trucks? I have
seen figures that the “subsidy” would be eliminated if more productive trucks paid an
additional $1.17 per gallon in diesel fuel taxes. Is that the figure you suggest? If not, is there
another figure you propose?

Answer: Currently, the U.S. Department of Transportation (DOT), as directed by Congress, is
conducting a comprehensive study of proposed increases in truck size and weights. AAR supports
allowing DOT adequate time to examine the impact of heavier trucks on our nation’s highways, the
quality of our roads and bridges, potential modal diversion and an array of other issues before any
TSW policy changes are proposed.

Questions from Rep. Corrine Brown:

1. Please discuss the Section 130 grade crossing program and its importance to rail safety.

Answer: Under the federal Section 130 program, $220 million in federal funds is allocated each
year to states for installing new active warning devices, upgrading existing devices, and
replacing or improving grade crossing surfaces. The Federal Railroad Administration notes that
the Section 130 program “has helped prevent over 10,500 fatalitics and 51,000 nonfatal injuries.”
Without a budgetary set-aside like the Section 130 program, grade crossing needs would likely
fare poorly in competition with more traditional highway needs such as highway construction
and maintenance. One of the primary reasons the Section {30 program was created was that
highway safety — and especially grade crossing safety — traditionally received low funding
priority from state highway engineers. The surface transportation bill signed into law on July 6,
2012 will continue dedicated funding for this important program for two more years and will
mean more injuries averted and more lives saved.
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2. A few years ago, some industry studies found that the demand for freight rail
transportation will increase by 88 percent by 2035 with an estimated investment of $148
billion needed to accommodate this demand. Given the state of the economy, are these
figures still accurate and if so how will you meet that demand?

Answer: More recent forecasts developed by the Federal Highway Administration found that
total U.S. freight shipments will rise from an estimated 17.6 billion tons in 2011 to 28.5 billion
tons in 2040. Railroads are preparing today to meet this demand. Trucks, airfines and barges
operate on highways, airways and waterways that are publicly financed. By contrast, America’s
freight railroads operate overwhelmingly on infrastructure that they own, build, maintain and pay
for themselves. From 1980 to 2012, U.S. freight railroads reinvested more than $525 billion —
of their own funds, not government funds — on locomotives, freight cars, tracks, bridges,
tunnels and other infrastructure and equipment. That’s more than 40 cents out of every revenue
dollar. In recent years, despite the recession, America’s freight railroads have been reinvesting
more than ever before — including an estimated $24.5 billion in 2012 and a projected $24.5
billion in 2013 — back into the rail network that keeps our economy moving.

3. You stated in your testimony that “once policymakers agree on the nature and scope of
intercity passenger railroading in this country, they must be willing to commit public funds
on a long-term basis commensurate with that determination.” Why is public funding for
passenger rail important?

Answer: No comprehensive passenger rail system in the world operates today without
significant government assistance. Today, freight railroads are successful partners with passenger
railroads across the country. Approximately 97 percent of Amtrak’s 22,000-mile system consists
of tracks owned and maintained by freight railroads. In addition, hundreds of millions of
commuter trips each year occur on commuter rail systems that operate at least partially over
tracks or right-of-way owned by freight railroads. Passenger rail use of freight rail corridors
should not compromise freight raitroads’ ability to serve present or future customers and should
fully and fairly compensate the host railroad.

4. What are your views on Congress requiring competition to operate Amtrak’s long
distance routes?

Answer: The Association has long held the position that there should be one operator of intercity
passenger rail, and that that operator should be Amtrak. The existing relationship between freight
railroads and Amtrak has resulted in a commendable record of safety and security on the nation’s
fully integrated rail network. We would oppose any transfer, extension or franchising of
Amtrak’s statutory right of access, preferential access rates or operating priority to another
entity.
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INTRODUCTION

Thank you, Chairman Denham and Ranking Member Brown, for inviting me to participate in
this hearing. I'm so pleased to be here to share the state experience with freight and passenger
rail in America’s transportation system. The nation’s rail system is a vital component of the
overall surface transportation network. It provides for the transport of goods to market and
people to business and leisure activities, and takes cars and trucks off the road. Without the rail
system, our highways would face more crippling gridlock. In short, our economy depends on a
robust freight and passenger rail system.

1 am here today wearing three hats — as the Transportation Secretary for Washington State, the
Chair of AASHTO’s High-Speed and Intercity Passenger Rail Leadership Group, and as Chair of
the States for Passenger Rail Coalition, a coalition of 34 states working together to support the
development and growth of intercity passenger rail service for America. States have a unique
story to tell as we sponsor intercity passenger rail service, which largely operates on the private
freight rail network; we work with Amtrak to operate that passenger rail service; we work with
the freight railroads to deliver projects; and in some states, own and operate commuter rail
service. Today I'll talk about Washington’s freight rail network and our Amtrak Cascades
passenger rail service.

EVOLUTION OF THE WASHINGTON STATE RAIL SYSTEM

In Washington, the evolution of railroads mirrored that of the national trends. In 1870, the
Northern Pacific began construction on its first set of tracks in Washington Territory, and by the
turn of the century railroad connections enabled people in Washington to have rail access to
commercial centers across North America. Over time, the growing popularity of automobile and
truck transportation eventually decreased demand for passenger and freight rail. Today, the
BNSF Railway and Union Pacific (UP) Railroads are the main Class I railroads operating in the
state, carrying freight and passenger rail.

FREIGHT RAIL IN WASHINGTON STATE

BNSF Mainline and Short-line Freight Routes

In Washington, we have a robust freight rail system and a strong partnership with Burlington
Northern Santa Fe Railway (BNSF), which owns the mainline that runs north and south through
the state. In addition to the BNSF mainline, we also have 23 short line freight routes in the state.
Of those short line routes, the State owns the Palouse River and Coulee City (PCC) Rail System,
a 297-mile short-line railroad comprised of three separate branch lines spanning four counties in
agriculture-rich eastern Washington. In order to ensure those communities would continue to be
served by rail, it was necessary for the State to purchase these lines in 2004 and 2007 when years
of deferred maintenance put them at risk of being abandoned. The PCC provides a critical
transportation link that supports economic vitality in eastern Washington. The closure of the
lines would mean increased truck traffic on surface streets, with the potential for increased road
wear and tear, congestion, and increased maintenance costs. Twenty percent of Washington-
grown wheat was shipped on the PCC Rail System in 2011, and it removed 36,911 truckloads
from Washington state roadways in 2011.

Testimony of Paula J. Hammond, P.E.
Secretary of Transportation, Washington State
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Washington Grain Train

o In the early 1990s, a national shortage of rail hopper cars made it difficult and costly for
Washington state farmers to get grain to market. To help alleviate this shortage of grain
cars, the Washington State Energy Office and the Washington State Department of
Transportation (WSDOT), with the help of U.S. Senator Patty Murray, used federal funds
to purchase 29 used grain cars to carry wheat and barley from loading facilities in eastern
Washington to export facilities in western Washington and Oregon. The Washington
Grain Train began operations in 1994 and currently has 118 grain cars in the fleet. The
Union Pacific Railroad, BNSF, and Washington short-line railroads operate the cars and
carry the grain to market. The Grain Train serves over 2,500 cooperative members and
farmers in one of the most productive grain-growing regions in the world. Grain Train
rail cars help carry thousands of tons of grain to deepwater ports along the Columbia
River and Puget Sound to ships bound for Pacific Rim markets. A record 575 carloads
were shipped in the second quarter of 2012,

State Freight Rail Assistance Programs
The state of Washington has two freight rail assistance programs:
¢ The Freight Rail Investment Bank program is a loan program available to public sector
organizations and is intended for either small projects or as a small part of a larger
project, where state funds enable the project to be completed. The State authorized $4
million in freight rail project loans from 2008 to 2012.

o The Freight Rail Assistance Program is a grant program open to both public and private
sector applicants and is directed toward larger projects of strategic importance to the local
community and the state. This grant program is directed toward larger projects where it
is difficult to gain a contribution through other means and where the rail location or the
project is of strategic importance to the local community and the state. Washington state
awarded nearly $14 million in freight rail grants between 2003 and 2013.

Both programs are administered by WSDOT and require the applicants to provide a business
plan for the project and are subject to a cost/benefit calculation to ensure they are cost effective.
The criteria is slightly different with the Freight Rail Investment Bank, as the application process
allows the applicant to self-score 80 percent of their marks, which are based on such things as
their own contribution and number of additional jobs that the project will bring to the area.

All criteria in the Freight Rail Assistance program is scored by WSDOT acting with the
Washington State Department of Commerce and covers aspects of environmental improvements
(aimed at achieving the Governor's greenhouse gas emissions mission), transference of traffic
from road to rail, and economic impacts to the state as a whole.

INTERCITY PASSENGER RAIL IN WASHINGTON STATE

Amtrak Cascades Service

WSDOT oversees the management of the Amtrak Cascades intercity passenger rail service along
the Pacific Northwest Rail Corridor, which is one of 11 federally-designated high-speed rail

Testimony of Paula J. Hammend, P.E.
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corridors in the U.S. The corridor is 467 miles long, stretching from Vancouver, British
Columbia in Canada south through Seattle and Portland to Eugene, Oregon.

WSDOT and the Oregon Department of Transportation (ODOT) currently pay for the majority
of the costs of the Amtrak Cascades and we will take over the full cost of this state-sponsored
service in October of this year. This solidifies the state’s commitment to and support of intercity
passenger rail. Amitrak is our partner and operator of our service. We first partnered with
Amtrak to offer the Cascades service between Seattle and Portland in 1994; nearly 20 years ago.
That service has since expanded south to Eugene and north to Vancouver, British Columbia. We
currently offer 11 daily trips - four round trips between Portland and Seattle; one round trip
between Seattle and Vancouver, B.C., one round trip between Portland and Vancouver, B.C;
and daily service between Eugene and Seattle, via Portland. BNSF is also our partner as our
service runs on their private rail lines. WSDOT pays Amtrak to operate the service. Amtrak, as
WSDOT’s service provider, pays BNSF to operate over their lines. As of December 2012,
Washington State has invested nearly $499 million of its own funds in the service, for both
capital projects ($228 million) and operating costs (8271 million). During that same time,
Oregon has invested $156.5 million of its funds in the service ($83.3 million for planning and
capital, and $73.2 million for operations). In 1994, we served 180,209 passengers and our
ridership has grown steadily since then —in 2012 we served nearly 840,000 passengers. Our
farebox recovery has increased to nearly 66 percent. The positive impacts of our Amtrak
Cascades service are numerous:

Economic Impacts of Amtrak Cascades (October 2011 to September 2012)
e Apnual Economic Impacts:
¢  $131 million in direct tourist spending; and
¢ $6.9 million State tax revenues and $3.4 million Local tax revenue are generated
annually by tourist spending.
e Support 1,500 jobs annually (direct, indirect and induced).
e Reduced greenbouse gas emission (CO2)by removing vehicles off the road: 15,000 tons

As part of the need to plan for the future, WSDOT is currently investing nearly $800 million in
Federal Recovery Act and appropriated High-Speed and Intercity Passenger Rail (HSIPR)
Program funding with the goal of providing faster, more frequent Amtrak Cascades service with
better schedule reliability. By 2030 the Puget Sound and Vancouver, WA - Portland, OR metro
areas are expected to grow by over 1 million, creating demand for more travel choices. The
HSIPR grant program has allowed us to begin to make critical improvements to the Washington
segment of the Pacific Northwest Rail Corridor that wouldn’t have been possible without the
federal funds. The projects include additional rail-line capacity and upgraded tracks, utilities,
signals, passenger stations and advanced waming systems. Our effective partnership with BNSF
enables us to collaborate efficiently and meet project deadlines. WSDOT will also purchase eight
locomotives and one new trainset. These projects, all scheduled to be complete by 2017, will
result in two additional round trips, improved on-time performance for business and leisure
travelers, and reduced travel time between Seattle and Portland. WSDOT has worked with the
Governor’s Office of Financial Management Forecast Division to estimate the job impact
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associated with our high-speed rail program. Calculations conclude these investments supports
more than 2,300 direct, indirect or induced jobs through 2017.

Partnerships and a Corridor Approach
Operating intercity passenger rail service requires many partnerships - we work with Oregon,

British Columbia, Amtrak, three railroads, including BNSF, a train manufacturer, and
international customs and border control agencies. These partnerships arc managed through
constant collaboration, service contracts and operating agreements. We are working with our
partners to develop agreements to manage the service using a corridor approach, rather than each
state or province managing its own segment.

Recognizing that passenger rail corridor development is a cooperative effort, last spring WSDOT
and ODOT entered into a Memorandum of Understanding to better provide the service required
by population growth for both business and leisure travelers. The two agencies committed to
operate the service as one integrated corridor with shared resources and work towards achieving
improved on-time performance, lower costs, increased reliability, and implementing schedules to
meet customer demand. The Cascades Rail Corridor Management Workplan, endorsed in
Tanuary 2013, defines how the two agencies will work together and establishes milestones for
formalizing this joint relationship. We will continue to work with British Columbia to add them
to the partnership. Managing the service using a corridor partnership approach has many
advantages for planning and funding support that would not occur otherwise. Similar efforts are
taking place around the nation including Texas-Oklahoma-Kansas, and Connecticut-
Massachusetts-Vermont.

Implementation of a pre-clearance agreement is a priority for our partnership with Canada. The
Beyond the Border: A Shared Vision for Perimeter Security and Economic Competitiveness
Action Plan, released on December 7, 2011, calls for the U.S. and Canada to negotiate an
agreement for full pre-clearance of travelers and accompanying goods at Vancouver, British
Columbia for passenger rail and cruise ship traffic destined for the United States. Negotiation of
that agreement is currently underway at the federal level. Pre-clearance for intercity passenger
rail services would reduce border clearance time and expand the viability and success of
international intercity passenger rail service. Implementing this change will also provide
increased security for both countries through advance screening and interception of high-risk
travelers.

Equipment Procurement
WSDOT is also part of multi-state equipment procurement efforts through the Next Generation

Bquipment Pool Committee (NGEC), established in Section 305 of the Passenger Rail
Investment and Improvement Act (PRIIA). As you know, the NGEC was established to design,
develop specifications for, and procure standardized next-generation corridor equipment. Since
the NGEC was formally established in January 2010, it has developed an aggressive work plan
with a goal of developing standardized specifications to help rebuild the railroad equipment
manufacturing and supply industry in the U.S. Over the short three years of its existence, the
NGEC has developed and adopted five next generation equipment specifications for Bi-level
Rail Cars, Single-Level rail cars, Single-Level Trainsets, Diesel-Electric Locomotives, and
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Diesel Multiple Unit (DMU) Vehicles, and the Committee is currently preparing to develop a
Dual-Mode Locomotive specification in the coming months.

With five specifications completed and one more on the way, the NGEC has turned its focus to
procurement, and sustainable job creation through the reinvigoration of a U.S.-based rail
manufacturing and supply industry. The Committee has had a successful solicitation of a
Request for Proposals for the manufacture of 130 bi-level rail cars for the first ever multi-state
procurement, led by the California and Illinois Departments of Transportation. A Notice of
Award to Sumitomo Corporation and Nippon Sharyo was announced on November 6, 2012, and
a contract was formally executed on November 27, 2012. The NGEC has now begun to move
forward with a multi-state procurement of diesel-electric locomotives. The work of the
Committee will lead to significant and sustainable job creation with the results being an
improved economy, and a more efficient, reliable, safe, and environmentally-sound national
intercity passenger rail system as an integral part of the nation’s vast transportation network.

CONCLUSION

Thank you for the opportunity to share information on Washington’s freight and intercity
passenger rail systems. We are proud of our partnerships with BNSF, short line railroads, and
Amtrak. Freight rail will always be an important component of how American goods get to
market, and as the retail price of motor fuel continues to rise without predictability, people will
continue to turn more and more to passenger rail to help meet their mobility needs. As you move
forward with legislation in this Congress, I urge you to keep in mind the importance of a well-
balanced transportation system; one that supports both freight and passenger rail. In particular, a
successful intercity passenger rail partnership between the federal government and states has
been developed and should be continued. There has been tremendous growth in passenger rail
ridership and the time to build out the system is now. As you take up PRIIA reauthorization, I
encourage you to capitalize on the progress to date and continue that important partnership. We
need an integrated transportation system for the 21 century that provides travel options in
congested corridors to meet growing population demand.
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Question from Rep. Jerrold Nadier

Amtrok passengers ond advocates continue to report examples of instances where Amtrok and the
States are building stations that do not provide level boarding. A recent example is the lliinois High-
Speed Rail project, the projects for which (http://www.idothsr.org/2010_const/improvements.aspx} do
not provide any indication that level-boarding will be provided. Aithough there are many other actors
involved in making o project like this happen, it is ultimately up to Amtrak and the Stoates to ensure that
its services are accessible to all passengers. What steps are Amtrak and the States taking to ensure that
new projects such as this provide level boarding to passengers with disabilities? In the Amirak
reauthorization, how can Congress ensure that Amtrok and the States take additional steps to provide
level boarding and otherwise ensure full accessibility for people with disabilities?

As your question recognizes, there are other actors involved in helping Amtrak and the
States achieve the performance standard required in 49 C.F.R. 37.42, which reads {in part):
“individuals with disabilities, including individuals who use wheelchairs, must have access to
all accessible cars available to passengers without disabilities in each train using the
station.” The Class | freight railroads, commuter service providers and intercity passenger
rail service providers all have a part to play in meeting this standard.

There are currently two scenarios the States must address when meeting the performance

standard noted above:

1. New or altered stations in which no track passing through the station, and adjacent to
platforms, is shared with existing freight rail operations;

2. New or altered station in which track passing through the station, and adjacent to
platforms, is shared with existing freight rail operations.

Under the rule, the first scenario requires the performance standard to be achieved with
level boarding only. The second scenario allows the performance standard to be achieved
using one or more of the following means:

» level-entry boarding,

e Car-borne lifts,

» Bridge plates, ramps or other appropriate devices,

«  Mini-high platforms, with multiple mini-high platforms or multiple train stops, and

s Station-based lifts
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The States and Amtrak take several steps to meet the standard. When a new station or
alterations 1o existing stations are designed, the States and Amtrak include all key
stakeholders in the design efforts. The parties jointly identify which scenario applies to the
new or altered station and what boarding processes best serve the disabled community at a
particular station. When procuring new equipment, the States and Amtrak also ensure that
the design will incorporate means and methods that allow Amtrak and the States to achieve
the performance standard created by 49 C.F.R. 37.42 if the level boarding option is not
available.

When Congress considers the Amtrak Reauthorization, it can assist the States in meeting the
performance standard. The Reauthorization can continue the emphasis of a performance
standard that focuses on the goal of ensuring passengers with disabilities can gain access,
while maintaining the flexibility needed to meet the goal.

Questions from Rep. Corrine Brown

1.

You mentioned the issue of pre-clearance of travelers between the United States and Canada. Can
you discuss what challenges exist with respect to pre-clearance and whether you have any
suggestions for the Committee to consider for PRHA requthorization?

Many challenges exist to implementing the full pre-clearance of intercity rail passengers.
These include: “sealing” the train between inspection points, the availability of adequate
inspection facilities for both passengers and luggage, off-loading requirements, the ability
for armed personnel from each country to be armed in the other country, and the inability
to use federal funds for station facilities and operations. Significant delays and challenges
from lengthy border clearance processes are already a major deterrent for use of passenger
rail as a mode choice to U.S. travelers. The pace of progress on a new pre-clearance treaty
with Canada is another challenge. While significant progress has been made under the
Beyond-the-Border initiative, pre-ciearance has lagged behind other phases. The December
2012 Beyond the Border Implementation Report notes only that negotiations have started.
The Beyond the Border documents are published here: www.dhs.gov/beyond-border-
shared-vision-perimeter-security-and-economic-competitiveness.

Canadian law requires that the carrier provide the customs inspection facility for the Canada
Border Services Agency agents who inspect the trains. All of Amtrak’s international services
are also state-supported services subject to Section 209 of PRIA. Therefore, the States are
required to construct facilities in Canada for the Canadian Government, while at the same
time subsidizing the operation of trains with a significant proportion of Canadian riders.

The benefits of establishing pre-clearance far outweigh the challenges. The benefits include
more reliable travel times, maintaining acceptable on-time performance and better
connectivity between Amtrak and VIA Rail routes, Pre-clearance is an effective means of
reducing border crossing times for intercity passenger rail service, while also meeting the
safety and security goals for both countries. Pre-clearance already functions successfully
between the U.S. and Canada for millions of airline passengers traveling between the U.S.
and Canada each year. Expanding the existing air pre-clearance authority to include intercity
passenger rail services would also serve to strengthen the viability and success of passenger
rail services in both countries by removing a perceived barrier to travel.
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The majority of Canada’s population lives within 100 miles of the U.S. border, predominantly
in metropolitan areas which are already “rail-friendly.” The United States is Canada’s
number one destination for out-of-country travel. Canada is also a major gateway into the
U.S. for business and tourist travel coming from other rail friendly locales in Asia and
Europe. By providing an efficient, convenient, timely, and comfortable mode of travel to
destinations in the U.S., these services will encourage additional growth, and therefore tax
revenue generation, from companies in the travel and tourism industry.

Please consider the critical importance for PRIA Reauthorization legislation to address
cross-border intercity passenger rail. The Reauthorization should ensure federal funds are
available for States to spend toward pre-clearance activities. Please ensure funds can be
used toward shared costs for operating these international/intercity services, as well as for
planning, capital improvements, and maintenance activities that will allow States to grow
ridership and therefore revenues. The overall return on investment for these funds also
correlates to better economic factors for the freight rail industry, since all the current and
planned cross-border passenger services travel on privately held, mixed use rail corridors.
Many details are available in the Eastern Border Transportation Coalition white paper
available at:
www.ebtcinfo/images/stories/docs/pdf/currentissues/EBTC%20White%20Paper%%20-
%20Cross%20Border%20Rail%20Passenger%20Service%20-%20Final.pdf.

2. What provisions of PRHA do you believe were successful in helping with the development of
passenger rail? What provisions of PRIIA would you request we extend in a new reauthorization
bill?

PRIIA Sections 209 and 305 have made progress toward standardization of costs, contracts
and equipment standards. Here are some specific areas you may wish to consider:

« Strengthen Railroad Rehabilitation and Improvement Financing as proposed in the
112th Congress legislation in both the House and Senate. House and Senate conferees
on MAP-21 were close to agreement when time ran out. The disagreement, if it could
be called that, was about where to find the budgetary “off-sets,” please pick-up where
the conferees left off.

» Approve technical changes as discussed revolving around those proposed in HR 7; again,
conferees on MAP-21 were very close, please resume those efforts.

s Level the modal playing field by providing passenger rail the same environmental
provisions as highway and transit as found in MAP-21.

» Streamline "Historic Preservation” provisions, especially as related to "garden variety"
projects.

» Make intercity passenger rail eligible for Transportation Development Credits.

» Reauthorize the Next Generation Equipment Committee at $2 million per year for 5
years.

Please note items 3 and 4 above both save time; and saving time can equate to reduced
funding needs.
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Notwithstanding their importance to the national network, long-distance trains {routes over
750 miles) are a federal responsibility and should remain so. Keeping the funding of long-
distance trains at the federal level is imperative for State rail programs to be successful.

Please continue to support States and others efforts to remove the 3-year cap on the use of
CMAQ, funds for operating expenses. We recognize Congress did not create the cap and that
members have worked with the States to remove this artificial barrier. Congress' continuing
support is essential if States are to have the flexibility envisioned in MAP-21.

We respectfully request the extension of the Section 305 Next Generation Corridor
Equipment Pool Committee (NGEC). While the NGEC has achieved a great deal in such a
short period of time, its work has only just begun. Congress’ charge to the NGEC in PRIIA
Section 305 is quite wide-ranging. In addition to the development of specifications, PRIIA
tasked the NGEC with procurement of equipment and the development and management of
a pool of equipment that would be used on state-supported intercity corridors.

Reauthorize NGEC. In establishing the NGEC, the primary purpose was "...to design, develop
specifications for, and procure standardized next-generation corridor equipment.” To that
end, the NGEC has far exceeded expectations. The Committee has successfully managed to
bring together more than a dozen States from across the country, the FRA, Amtrak, and
more than 200 members of the rail manufacturing and supply industry, all working towards
a common goal. The result of the concerted efforts of this diverse coalition has been the
development of five standardized passenger rail equipment specifications including;

e PRIIA Bi-Level Passenger Rail Car,

e PRIIA Single-level Passenger Rail car,

* PRIIA Single-Level Trainset,

s PRIA Diesel-electric Locomotive, and

e  PRIUA Diesel Multiple Units {(DMUs).
it also kicks off the initiation of a groundbreaking multi state procurement {Bi-Level Cars)
with a second multi-state procurement underway for the Diesel-electric Locomotives. This
has been achieved in less than three years and with minimal funding.

3. As we begin to draft legislation to reauthorize the rail program this Congress, what can we do for
States to ensure that passenger rail continues to grow and remain q priority?

Provide a dedicated funding source. A dedicated funding source for States is imperative for
steady progress and continued growth. Please see more detail below in the answer for
Question 5.

Continuing investment in passenger rail is imperative for growth and sustainability. By
2050, our transportation network will have to move 100 million additional people and 4~
billion additional tons of freight per year. U.S. airports and highways are stretched near their
limits. This congestion will continue to increase. Year after year, Americans are driving less
and traveling by trains in record numbers. Amtrak carried more than 31.2 million people
nationwide last year, the ninth record high in the last ten years.

Streamline permitting to expedite construction. Recent efforts by Congress and USDOT have
streamlined environmental clearance procedures to accelerate delivery of highway and
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transit projects. Rail projects like the Detroit intermodal Freight Terminal, which involves
multiple modes of transportation, can still be delayed. The project delivery process and
funding needs of States could benefit from a streamlined environmental review process.

4. Can you please talk a little bit more about the multi-state procurement efforts of the Next
Generation Equipment Pool Committee (NGEC)? How has this process helped create U.S. jobs?
What other benefits has this equipment pool had on the economy?

The NGEC committee functions as a unique partnership creating the foundation for
providing rolling stock to meet expanding demand. By establishing standardized
specifications, the NGEC has created a common platform from which multiple States can
procure rail equipment. Because of these efforts, States will be able to acquire passenger
cars and locomotives at a lower initial price, in a shorter time and with lower long-term
costs.

How has this process helped create U.S. jobs? By complying with Buy America
requirements, the rail supply and manufacturing industries are creating jobs here in the
United States. The manufacturers {Nippon Sharyo and Sumitomo Corporation of America)
for the bi-level car procurement will build the cars at the Nippon Sharyo plant in Rochelle,
Hilinois, where there are 300 employees. By being 100% Buy American compliant,
component suppliers and manufacturers in the U.S. will benefit, and as this and future
procurements move forward new jobs will be created.

The Environmental Law and Policy Center, in its High-Speed Rail Supply Chain study,
identified a number of companies that would be providing various components of rolling
stock: http://elpc.org/wp-content/uploads/2013/02/HSR-Supply-Chain-Report-REV-Feb-
13b-webready.pdf

The railroad industry is investing more than $24 billion in its infrastructure, creating 11,000
jobs.

What other benefits has this equipment pool had on the economy? Using standardized
specifications and components has and will improve the economies of scale through
additional procurements. The new equipment, built using sustainable manufacturing
methods, contains new technology and enhanced safety with crash energy management
features. The infrastructure improvements required to accommodate higher speeds and
additional frequencies due to ridership increases will also go a long way towards creating
sustainable long-term manufacturing jobs throughout the rail industry. The equipment pool
creates a leve! playing field, provides educational opportunities and effective and efficient
cost-evaluation for States. Another benefit from economies of scale for States is being able
to secure lower-cost maintenance contracts.

Rail investments create jobs and are expanding the economy:
e 49 put of 50 States have rail suppliers.
s Inthe Midwest alone, there are more than 460 rail suppliers.
* There are more than a dozen rail {rolling stock) manufacturers in the U.S.
¢ Qurinvestments in passenger rail are fueling a resurgence of the nation’s rail
supply chain.

Subcommittee on Railroads, Pipelines, and Hazardous Materials, Questions for the Record April 2013
Page 3



5.

6.

71

e We have committed more than a billion dollars to next generation rail
equipment.

How would a dedicated source of funding help develop high-speed and intercity passenger rail in
this country?

Just like highways need regular funding for operations, construction and maintenance, rail
also requires a dedicated funding source to be effective, efficient and innovative. A
sustainable funding source would allow States to negotiate capacity improvements that
benefit railroad partners, in exchange for infrastructure maintenance. It would also provide
more leverage for the States in agreement negotiation and project delivery. A dedicated
source of funding would allow States to program multi-year improvements, encouraging
industry partners to create and maintain engineering, project management and construction
jobs.

A dedicated funding source would have a formulaic program structure allowing States and
groups of States to leverage funds at the state and metropolitan level and from the private
sector. A dedicated funding source enables longer-term planning and thus reduces the
peaks and valleys that result from dependence on the annual appropriations process.

You mentioned that nearly $800 million in federal funding provided to Washington provide faster,
more frequent Amtrak Cascades service with better schedule reliability. What specific
improvements will take place? How many jobs will be created by this work?

The HSIPR grant program allows us to make critical improvements to the Washington
segment of the Pacific Northwest Rail Corridor that wouldn’t have been possible without the
federal funds. The projects include additional rail-fine capacity and upgraded tracks, utilities,
signals, passenger stations and advanced warning systems. WSDOT will also purchase eight
locomotives and one new trainset.

These projects, all scheduled to be complete by 2017, will result in two additional round
trips, improved on-time performance for business and leisure travelers (88 percent on-time
performance), and shorter travel time between Seattle and Portland.

Five federally-funded projects were completed or under construction in 2012, with six more
starting construction in 2013. More than $55 million in construction spending is anticipated
by the end of 2013.

In Washington State, WSDOT has worked with the Governor’s Office of Financial
Management Forecast Division to estimate the job impact associated with our high-speed
rail program. Calculations conclude this program supports more than 2,600 jobs over the life
of the program which are either direct, indirect or induced.
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Chairman Shuster, Ranking Member Rahall, Members of the Transportation and Infrastructure
Committee, my name is James Stem and I am the National Legislative Director of the
Transportation Division of the Sheet Metal, Air, Rail, Transportation Union (SMART) The
SMART Transportation Division, formally the United Transportation Union, is an organization
representing approximately 80,000 transportation employees with active rail members working
in all operating crafts (engineers, conductors, yardmasters, trainmen, switchmen).

Thank you for the opportunity to testify today and present our views on rail transportation policy.

UTU (SMART) and most of rail labor have a long history of supporting our industry and
working in partnership with the industry on a variety of pertinent issues. We understand that the
most secure job is one at a profitable company that provides services that America needs. We
have participated in many successful partnerships with our railroad carriers on equipment safety
standards, hours of service improvements, Railroad Retirement Pension reforms, and many
opportunities to grow our freight and passenger rail industries.

We think one of the success stories of partnership that should be recognized is the Rail Safety
Advisory Committee (RSAC) that is sponsored by the Federal Railroad Administration. The
RSAC was originally chartered during the Clinton administration, and was the first time that
railroad management, rail labor, rail suppliers, and the FRA were all gathered together in an
informal setting to participate in problem solving, an exchange of thoughts, and an opportunity
for suggestions on improved safety, with the conclusion being a negotiated rule making process.
RSAC continued to function well through the Bush administration, and continues today. Our rail
industry today has improved safety processes in place because of the RSAC.

We are proud to be a part of the industry today, positioned to handle the additional freight which
must come to rail from our highways, and also, prepared to provide flexible services like “mobile
pipelines for 0il”, and efficient handling of multi-modal containerized shipments. Our rail
industry today is involved in a rail renaissance that will bring many decades of growth to both
freight and passenger rail services. Our rail employees have eamed the equity to participate in
the policy decisions that will impact our industry.

We are pro-active in our support for the industry and take an active role in policy discussions
supporting the expansion of freight and passenger rail across the country. We also work with all
segments of our rail and transit industries in legislative activities designed to highlight the
advantages of rail. Our rail employees today have earned equity in the rail industry and are very
aggressive in supporting long term growth and stability of our industry.

Our passenger and freight railroads are vital parts of America’s transportation system, which
require a level of skill and professionalism in the operation and maintenance that translates into
tens of thousands of good career jobs for railroad employees. It takes many years to train and
qualify most of the safety critical railroad employee crafts, and our industry now focuses on
hiring military veterans. Military veterans understand the discipline necessary to operate ina
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safety critical environment, and acceptance of their role in the overall safety of the operation.
This decision to focus on military veterans has proven to be a win-win situation for all involved.
The railroads get a stable and mature employee that readily accepts instructions and safety
critical responsibilities, and the new employees get a stable career position with a middle class
salary and good benefits. Once they are trained and qualified, they have transferable skills that
are very much in demand.

America has the most advanced freight rail system in the world. Union labor helped build it; we
maintain it, and we operate the trains on it. As we will discuss more fully herein, Amtrak is a
modern success story, providing passenget service across our country and world-class passenger
service in the Northeast Corridor. With this Committee’s help, Amtrak can grow and come
much closer to meeting the growing demand for passenger rail services. Amtrak has developed
long-range plans for dramatically improved service in the future.

Railroad jobs are not just jobs. They are careers where a person can earn a living wage to
provide for their family and send their kids to college. Our rail industry enjoys the lowest
turnover rate of any blue collar industry in the country. In spite of the 24 / 7 operations in all
types of weather, working on the railroad is more than a job, and even more than a career - it
quickly becomes a chosen way of life. We are expecting the influx of new military veterans to
even further reduce our turn-over rate and also to contribute to improved safety performance.

We look forward to working with the Committee during the RSIAand PRIA reauthorization.
We have a few technical corrections to suggest for consideration and are working with your
Committee staff.

Coal:

The transportation of coal for generation and export is the single largest commodity shipped on
America’s freight railroads today. Forty percent of all freight rail cars are coal cars, 25% of
freight revenues, and 20% of all freight rail jobs are derived from the shipment of coal. The
revenues from coal has built and rebuilt many of our nation’s rail lines, and those lines now
benefit all shippers who are located on them.

While the United States is the Middle East of coal, containing 29% of the world’s recoverable
reserves, the use of coal for electrical generation is temporarily diminishing. Current low natural
gas prices and unworkable environmental regulations are the largest reasons for the decline.
Exporting available coal resources makes sense financially, but like many things in America,
nothing is easy. There are some discussions occurring on the West coast about environmental
concerns with the exportation of coal, and we are participating to support continued use of coal
in environmentally friendly ways. This west coast port expansion will allow America to ship
high-quality, low-sulfur powder-river-basin coal to Asia. Much of these exports will displace the
dirtier coal now being burned. We are working with our railroads, community groups, and
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others to overcome the opposition to these proposed port expansions. I mention this as another
example of how we support our industry in tangible ways.

Oil:

A bright spot for freight rail is the dramatic increase in the shipping of oil by train, or what we
like to call “mobile pipelines”, from the Bakken oil formation located primarily in North Dakota.
The Bakken oil field is producing far more oil than existing pipelines can cairy, and even the
proposed Keystone XL pipeline, when built will carry only a small amount of Bakken oil to
market. Estimates are 64% of Bakken crude is now shipped by rail, and not all oil pipelines are
running at capacity. This means oil producers are choosing rail over pipelines and much of the
Bakken oil will continue to be shipped by rail well into the future,

Shipping oil by train was somewhat slow to start in the Bakken because the costs are a bit higher
than by pipeline. But once oil producers began using rail they found they had an added benefit
and flexibility of being able to ship to any refinery they wanted and are able to “play the market
in a way they otherwise could not when a pipeline holds them captive to just one refinery.

»

This dramatic increase of shipping oil by rail was a good test for the flexibility of the industry,
and the record indicates the industry responded in a timely and positive manner with new
dependable service. Thousands of new tank cars are being built around the country to help
address this new demand for service.

Amtrak:

1 need not remind this Committee about the importance of Amtrak. It’s America’s passenger
railroad, rising up from the ashes of a cadre of bankrupt private service providers and charged
with providing vital rail passenger service across America.

Amtrak is a partner with our private freight railroads, and has negotiated operating agreements
with them for more than 40 years. Amtrak’s employees, many of whom are federally certified,
know and understand the complex operating rules that govern these freight railroads.

Since its inception, Amtrak has done a remarkable job with often inadequate resources. They are
setting ridership records each year with growing passenger volumes, and Amtrak now recovers
79% of their operating costs from ticket revenue. The price of fuel, the growing highway and
airport congestion, and the significant increase in the number of passenger rail options, all
contribute to the constant increases in ridership.
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While in recent years Amtrak has had no shortage of congressional critics, we ask that your
Committee take a fresh look at this American success story and work with the leaders of Amtrak
and others to help “America’s Railroad” build on their 40 years of success. Amtrak was created
because the demand for rail passenger services remained strong, and the private railroads could
not make a profit from the operation of their own passenger trains.

Amtrak does an excellent job in running passenger trains. This Committee could offer help in
the financing of equipment and attracting private capital. Amtrak has engaged in many
successful partnerships with private entities: The Orient Express cars added to the rear of
Amtrak trains in Denver and Salt Lake City, 10% of the stations Amtrak services around the
country are owned by the private sector, Amtrak leases space to many private vendors in the
stations they own and operate, and Amtrak has entered into agreements for equipment
procurement from private entities supported by a RIF Loan.

Allowing consideration of RIF loans for private entities wanting to provide new and refurbished
equipment for Amtrak will attract private investments in support of expanding Amtrak
operations. This process will help many local communities and provide additional options for
Amtrak’s equipment needs.

Truck Size and Truck Weight Increases

Increasing truck weight limits would have serious implications for our environment. Many
transportation professionals are working to find innovative ways to shift more freight shipments
from our highways to our railroads as a congestion mitigation strategy, and also as a highway
maintenance schedule strategy. Railroads move cargo nearly four times as far as trucks per
gallon of fuel and emit one-third the pollutants per ton mile when compared to trucks. By
allowing heavier trucks on the road and increasing taxpayer subsidies, Congress would be
incentivizing more shipments of freight by trucks using public highways rather than by more
fuel-efficient modes like rail. This is the reason why increases in truck weights have never
resulted in fewer trucks on our highways.

Our railroads today do an excellent job of moving heavy loads around our country on privately
owned and privately maintained rights of way. Our public infrastructure cannot absorb this
additional burden.

Hazardous Material Shipments

The safest and most efficient form of movement of commodities that qualify as hazardous
materials is by rail. These haz mat shipments require special handling by our rail operating
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crews, which includes documentation and secure hand off procedures at interchange or crew
change points. These products are given the extra attention that they deserve when moved by
rail.

As our American manufacturing industries grow, these industries will require new chemical
products that are available today. An increase in the quantity and number of products that
qualify as hazardous materials is the expectation, and this will result in significant increases in
rail hazmat shipments.

Switching haz mat cats also requires additional precautions. As some major shippers attempt to
get Congressional support for switching haz mat cars much more frequently in and out of trains
to somehow achieve lower freight rates, we want to make sure that you understand the
significant safety concerns that are involved in those choices. Switching and interchanging
containers of very dangerous substances packaged in containers weighing 100 tons or more, is
not an academic or a sanitary exercise.

We would like the opportunity to offer additional input to this Committee should the
consideration of mandating additional switching of haz mat cars to require changes in freight
rates come before this committee. The employees do have “skin in the game” when significant
increases in switching of haz mat cars is under consideration. From our vantage point, this
debate is not about one group of large corporations attempting to involve Congress in their
negotiations with another group of large corporations; this debate centers on the safety of the
operation and the current processes involving the proper handling of placarded hazardous
materials. We hope this conversation never occurs in this Committee.

Summary

As Congress struggles to deal with problems of inadequate and crumbling infrastructure,
environmental concerns and energy issues, we ask that you keep in mind railroads as an
important means to help address all these problems.

If many of us sitting in this room today had been successful over the past twenty years in getting
a National Transportation Policy and a National Energy Policy, itemizing our consensus
expectations, there is no argument that both freight and passenger rail would be a focus for
energy efficiency, relieving highway congestion, preserving existing highway and bridge
maintenance schedules, and also providing flexible viable options as our population continues to
grow. The lack of either a Transportation nor Energy policy has contributed to the struggle for
appropriate solutions for our constant transportation problems.

As the price of fuel in this country continues to spiral upwards, we look forward to working with
this Committee to find fresh ideas on how best to improve Amtrak and other rail passenger
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services to provide new travel options for our citizens around the country. Each time I pass
through a major airport, I marvel at the number of flights listed on the board for destinations that
are 350 miles or less from that airport. Higher speed rail and high speed rail would complement,
not compete, with air travel services. If we shifted the passengers that are scheduled to fly 300
miles to higher speed rail, in most cases the passenger would arrive in the same amount of time.
Open airport slots could then be filled with longer distance flights, and postpone the construction
of new airports or new runways.

Faced with the problem of highway congestion, part of the answer should be to develop policies
that shift freight and passenger traffic to railroads. A single freight train can take 280 trucks off
the highway with a greatly improved use of fuel resources. The railroads have shared the fact
that today our railroads can move one ton of freight almost 500 miles with one gallon of fuel oil.
A high speed rail corridor can transport as many passengers as eight new lanes of interstate
highway.

Looking at ways to address environmental concemns, keep in mind freight and passenger trains
produce a fraction of the pollutants that trucks and automobiles use in moving the comparable
number of tons and passengers.

In attempting to make America energy independent, consider trains are almost five times more
fuel efficient than trucks. Another point should be under consideration - trains operate on
privately owned and maintained rights of way and pay 100% of the cost of their use of that right
of way. It is not the rail industry that is asking Congress to rebuild all the off ramps of the
Interstate Highway system and forgive the extra bridge maintenance needed to increase the size
and weight of big trucks moving on our highways.

When deciding about whether or not to pour new seas of concrete at airports and around cities, I
urge this Committee to think about the less expensive and better alternative of building high and
higher speed rail. A new commuter rail system is one of the solutions to local highway
congestion.

Thanks again for the opportunity to appear here today and we look forward to working with this
Committee to find ways to meet our nation’s transportation needs.

1 will be happy to answer any questions the Committee members may have.



79

Committee on Transportation and Infrastructure
Subcommittee on Railroads, Pipelines, and Hazardous Materials
Hearing on “Freight and Passenger Rail in America’s Transportation System”
March 5, 2013
Questions for the Record

James A. Stem Jr.

National Legislative Director
SMART-Transportation Division

Questions from Rep. Michael Michaud:

1. In your response to my question about the weight limits for the trucks which are carrying
oil from the Bakken field well heads to the nearest rail terminal, you seemed to think I
was indicating that 105,500 pound trucks were traveling from North Dakota, to the oil
facilities throughout the country. This is not the case. The oil is traveling from the well
heads in the Bakken field to be put on railroads in North Dakota and then transported by
train. It’s actually an example of how the transportation network in our country is
interconnected and this why the rail industry’s focus on feeling the need to diminish the
important role of trucking seems to be a bit dated.

Answer to Question 1:

The question I received from Congressman Michaud conceming the weight limits for trucks
using North Dakota State highways to move oil from the Bakken oil fields to the nearest rail
terminal was confusing to me during the hearing, and remains confusing to me today. The
railroads providing service to the oil fields in North Dakota do not determine how their
customers load the oil into tank cars. The oil loading facilities have multiple connections to
allow multiple trucks to connect to the loading operation. The size of the truck, whether it be
80,000 pounds or 105,500 pounds makes little difference in the overall time required to load a
tank car with oil. It takes more time at the well head to load a larger truck, and it also takes more
time at the rail loading facility to unload a larger truck, and the additional risk of moving the
truck with significantly increased stopping distances also must be addressed in the overall
operation.

Trucks, ships, and barges have been connecting partners with railroads during my career as an
operating railroad employee, and during my career as a representative of operating railroad
employees. That partnership continues today with an integrated national fransportation system
that meets the needs of the American people. With the international trend towards intermodal
containerized shipments, the multi-modal partnerships will grow significantly in quantity of
containerized shipments as our population continues to grow.

1 would also like to point out that the containers used in this international intermodal system are
of specific dimensions with securement devices designed as part of the container. A unilateral
decision to increase the size of shipping container or truck will result in those larger containers
not being part of this international interchange system.
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I have researched the design and specifications used to construct state and Federal highways and
state and Federal highway bridges. I cannot find a single instance where any railroad employee
had the opportunity to offer input into the design and specification standards for highways or
highway bridges. Those designs and specifications were created by the State and Federal
governments, and thus the corresponding weight and size limits for vehicles using those
highways. Neither the maritime industry, the barge industry using our inland waterways, the
trucking industry, nor the railroad industry participated in creating those original standards.

Many private industries operate vehicles on their own property that far exceed the allowable size
and weight for vehicles using State and Federal highways. Mining operations, quarry
operations, drilling operations, and many other industries use large, heavy, vehicles that cannot
be operated on our public highways. 1am not aware of any movement by these industries to
change the rules to allow the operation of these large vehicles on public highways.

Using a truck weighing 105,500 pounds instead of 80,000 pounds in North Dakota is not
something that must be done to make these operations successful.

2. What do you think the impact would be if the trucks operating in the Bakken field to
bring oil from the well head to North Dakota based rail terminals had to operate at an
80,000 pound limit instead of a 105,500 pound limit? Do you think it would take more
trucks as a result of the lowering of the limit? Aren’t the 105,500 pound trucks actually
helping the railroads in this example?

Answer to Question 2:

The short answer to this question is No. Not all Bakken crude oil trucks are at the 105,500
pound maximum, some are far lower and currently North Dakota has in place spring weight
limits to reduce truck weights even more. The size of the truck certainly has an impact on
highway and bridge destruction but has little impact either helping or hurting railroads. The
railroads are not involved in the decision making process in the selection of the loaded weight of
trucks moving oil to the rail loading facility.

It takes more time at the well head to load a larger truck than it does to load a regular truck, and
it also takes more time at the rail loading facility to transfer all the oil from the larger truck than
it does to transfer the oil from the regular truck. The size of the truck hauling the oil a very short
distance from the well head to the rail loading facility certainly has no impact on the success of
the “Mobile Pipeline” service.

Railroads and their employees are involved in the process of placing the train of empty tank cars
for loading, and moving the loaded tank cars to market. They are not involved in the process of
moving oil from the wellhead to the rail loading facility.
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Questions from Rep. Corrine Brown:

1. The Committee is preparing to reauthorize the nation’s rail safety program this year. You
mentioned in your testimony your concern about mandating additional switching of
hazmat cars. Can you discuss this and any other safety concerns that labor and/or UTU
may have?

Answer to Question 1:

In the debate concerning removing the limited Anti -Trust exemption from Railroads and thus
requiring railroads to furnish a freight rate to move a car from its origin to a central location
where multiple railroads may be able to offer competitive bids to move that car to its final
destination, there are multiple safety issues involved,

These cars in question are packages containing 100 tons of commodity, and switching these cars
in and out of various trains involves additional risk to the operating crews handling these cars.
Any transaction that causes thousands of cars to be switched out of trains and placed in various
tracks creates additional risk with the yard switching movements, especially when these cars are
currently being transported without incident from the point of origin to the final destination.
Additional unnecessary switching creates additional risks of accidents and should be avoided.

If this issue comes before the Committee, we would like to have the opportunity to address the
safety concerns involved additional switching because this is more than a financial issue, it also
represents a major safety issue for the rail operations.

2. There has been some discussion in the press within the past few days about rail being an
alternate to the Keystone XL pipelines. According to the Washington Post, Canadian crude oil
sands are on track to quadruple this year. Producers and refiners are scrambling to buy their own
tank cars in order to lower the cost and increase the certainty of transport. Can you discuss this?

Answer to Question 2:

The experience that the petroleum industry has had in the Bakken oil fields indicate that using
rail tank cars as a “Mobile Pipeline” has supplemented the lack of capacity or lack of access to
an available pipeline. Our railroads were able to respond quickly to the sudden demand for the
movement of large amounts of crude oil. Those services are continuing to grow and the
efficiency of the operation continues to improve with new equipment coming on line weekly.

We think this rail service option will continue to provide the needed transportation resources
while the Keystone HL pipeline is being built, and will complement the pipeline when it is
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completed. The rail service can also move the crude oil to different locations if the pipeline or
the refinery it serves is temporarily off line or limited in capacity.

If all the permits were in hand today to start construction of the Keystone XL, we are still several
years away from completion. The oil coming out of the ground today is being transported to
market in an efficient manner with additional capacity available by rail.

3. You mentioned that the Committee could offer help in the financing or equipment and
attracting of private capital for Amtrak. Can you elaborate on this?

Answer to Question 3:

There are many ways the Committee can help encourage and offer financing options for Amtrak
and commuter rail authorities. Amtrak has recently reached partnership agreements with other
entities on equipment purchases that will provide improved pricing options for all involved by
increasing the size of the equipment order. The reality of the rail equipment procurement issue
is that all rail equipment is built after an order is placed and financing arranged.

A National Rail Equipment pool, where all rail cars and spare parts are built to the same
specifications, and are thereby interchangeable and can be coupled together is the practical
application of the same process that our US Military has used for decades. No one would expect
a General that is the Commander of one military base to be able to use tax dollars to place a
special order for 125 jeeps that are of a different design than the other 70,000jeeps that the US
Military has on hand.

But the process of Commuter Rail Authorities ordering equipment today is just that outrageous,
with no uniform standards or specifications, and no requirement that the rail equipment being
ordered with tax dollars will actually be able to couple to other rail equipment and be used ina
train containing other equipment manufactured by another company. The necessary
replacement parts for routine maintenance and repairs are also frequently a problem that results
from these multiple single order equipment purchases that are not interchangeable with other
equipment. Amtrak would also benefit from the availability of equipment that can be used in
multiple consists.

A proper authority would establish and update the specifications and standards for the National
Rail Equipment pool. Making the application and approval process for Rail Infrastructure
Financing (RIF) loans less complicated and available for private entities that are willing to invest
in rail equipment will also expedite this process. Amtrak and our Commuter Rail authorities are
constrained by available equipment and the complex maze of financing options that are also a
constraint.
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Christopher P. Bortsam, Stafl Direetor

Committee on Transportation and Jufrastructure
.5, Houge of Represeutatives

Hill Shuster Hashington, BA 20515 Nick 3. Bahalt, 53

Chatrman Ranktng Fember
March 25, 2013

danes . Zoln, Demecrat Staf? Director

The Honorable Joseph Boardman
President and Chief Executive Officer
Amtrak

60 Massachusetts Avenue, NE
‘Washington, DC 20002

Dear Hon. Boardman:

Thank you for your testimony before the Subcomumittee on Railroads, Pipelines, and
Hazardous Materials on March 5, 2013 conceming “Freight and Passenger Rail in America’s
Transportation Systern.” ] am pleased you appeared and testified on behalf of Amtrak. The
Subcommittee gained valuable insight from the information you provided at the hearing.

Enclosed please find additional questions for written responses for the record. The
Subcommittee appreciates your written responses no later than April 5, 2013, Please provide an
electronic version of your response via email to NmunEISREbaram—

If you have any questions please contact Eeniiliagy of the Subcommittee at

bhc®mmittee on Railroads, Pipelines, and
Hazardous Materials

Enclosures

RECEIVED
MAR2 7 2013

Office of the President
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Committee on Transportation and Infrastructure
Subcommittee on Railroads, Pipelines, and Hazardous Materials
Hearing on “Freight and Passenger Rail in America’s Transportation System”
March 5, 2013
Questions for the Record

Questions from Rep. Jeff Denham:

1. Mr. Boardman, can you provide the Committee with a copy of your capital and operating
grants for FY20137

2. With regard to your income gengrated from leveraging Amtrak’s real estate assets, please
complete the attached form for all real estate assets from which Amtrak generated fees or
income.

Questions from Rep. Corrine Brown:

1.

Amtrak bas set 9 ridership records in the past 10 years. You have decreased your operating
needs in half since 2004 and cut your debt in half since 2002, These are impressive statistics.
Yet, we continue to have a debate on cutting your funding or who could provide passenger
rail any better than Amtrak. What can we expect to see next from Amtrak? What goals for
further improvements do you have and how can this Committee help you get there?

In your testimony, you mention one myth regarding passenger rail is that “private industry
will do it better.” Can you please elaborate on this?

What are your views on allowing competition in the Northeast Corridor? ;
In your testimony, you noted that intercity buses service 11% fewer Americans in 2011 than
they did in 2005. Can you please talk more about the importance of long distance train
service across the country, and how many passengers rely on long distance trains? What
would be the impact on Amtrak if long distance trains were eliminated?

As we begin fo reauthorize the Passenger Rail Investment and Improvement Act, what issues
would you recommend we address in our reauthorization bill?

Questions from Rep. Jerrold Nadler:

1.

What is the proportion of funds that Amtrak spent in FY 2012 and is spending in FY 2013 on
design, planning and contract management regarding ADA accessibility of stations as
opposed to actual construction and renovation to stations to make them accessible? Has
Congress provided Amtrak adequate funds to implement accessibility requirements?

Recently, Amirak has installed audio public address systems at Union Station in Washington
DC and Penn Station in New York City without providing complementary visual notification
upgrades to provide full accessibility for people with hearing impairments.” What steps is
Amtrak taking to ensure that these notification systems are fully accessible?
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Committee on Transportation and Infrastructare
Subcommittee on Railroads, Pipelines, and Hazardous Materials
Hearing on “Freight and Passenger Rail in America’s Transportation System”
March 5, 2013
Questions for the Record

3. Although considerable expense and effort has been spent to make the pathways to Union
Station fully accessible, there is still a track at Union Station that is not accessible for people
who use wheelchairs. Amtrak recently reported that it is planning to install an elevator to
provide access to these tracks. Will this be a full-service elevator that accommodates people
who use wheelchairs, or will it be a Limited-Use, Limited-Access (LULA) elevator that is
not accessible?

4. Amtrak passengers and advocates continue to report examples of instances where Amtrak
and the States are building stations that do not provide level boarding. A recent example is
the Mlinois High-Speed Rail project, the projects for which .
{http://www.idothsr.org/2010_const/improvements.aspx) do not provide any indication that
level-boarding will be provided. Although there are many other actors involved in making a
project like this happen, it is ultimately up to Amtrak and the States to ensure that its services
are accessible to all passengers. What steps are Amtrak and the States taking fo ensure that
new projects such as this provide level boarding to passengers with disabilities? In the
Amtrak reauthorization, how can Congress ensure that Amtrak and the States take additional
steps to provide level boarding and otherwise ensure full accessibility for people with
disabilities?
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Questions from Rep. Jeff Denham:

1. Mr. Boardman, can you provide the Committee with a copy of your capital and operating
grants for FY2013?

Answer to Question 1:
See attached document, entitled, “NRPC (Amtrak) Federal Grants Active FY'11 to
FY13” .

2. With regard to your income generated from leveraging Amtrak’s real estate assets, please
complete the attached form for all real estate assets from which Amtrak generated fees or
income.

Answer to Question 2:
See attached Document, entitled, “Amtrak Real Estate Development”.
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Amtrak Real Estate Development
| FY12 Revenus - Actual ($000s) l

[ Description ] NEC | ic ] _cusco West Total
Retail:

PSNY §10,711.2 $0.0 $0.0 $0.0  $107112
30th Street Station 36129 0.0 0.0 0.0 3,612.9
Baltimore Penn Station 635.7 0.0 0.0 0.0 536.7
Wiimington Station 498.6 0.0 0.0 0.0 498.6
Other Various Stations 1,426.0 344.4 0.0 186.6 1,657.0
cUsco 0.0 0.0 4,717.6 0.0 47176
Subtotal 16,484.4 344.4 4,7176 186.6 21,7330
Parking: 0.0
Philadelphia . 98829 . 0.0 0.0 0.0 9,882.9
Baltimore Penn Station 438.9 0.0 0.0 00 488.9
Other Various Locations 731.0 92.3 0.0 00 823.3
Chicago 0.0 5,828.0 0.0 0.0 58280
Subtotal 11,102.8 59203 0.0 0.0 17,023.1
Telecommunications Circult Resale 342.1 00 0.0 0.0 342.1
Telecommunications Right-of-Way 13,5215 0.0 188.3 0.0 13,7108
Payphones ¥ * * * 191
Vending * > * * 435.0
Pipe & Wire (ROW)} 7.075.3 96.3 321 0.0 72037
Advertising (ROW/Stations) 6,309.3 51.0 1,115.3 0.0 7,4758
Filming 26.2 0.0 0.0 63.6 B8.8
Real Estate Recurring Payments for ,

Leases/Easements 2,721.9 197.3 0.0 82.8 3,008.0
Real Property Sales and One-Time

Payments for Easements 18,231.2 0.0 00 0.0 18,2312
PEDFA interest 182.1 0.0 0.0 0.0 182.1
Advertising {On-Board) 331.8 0.0 0.0 0.0 331.8
Repeaters on the Acela 689.5 0.0 0.0 0.0 689.5
Flagging Support for Telecommunications 648.0 0.0 0.0 0.0 648.0
Miscelianeous 147.3 0.0 0.0 0.0 147.3
Total 77,8184 8,609.3 6,054.3 333.0 91,2691
Non-Cagh Telecommunications ROW 1,280.0 0.0 00 0.0 1,280.0
Non-Cash FASB 13 Accounting Adj. 2,220.8 0.0 198.5 0.0 2.419.3
RED Grand Total FY12 Revenue $81,318.2  §$6,609.3 $6,2528 $333.0 . $94,9684

* . Various locations across the country
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Questions from Rep. Corrine Brown:

1. Amtrak has set 9 ridership records in the past 10 years. You have decreased your operating
needs in half since 2004 and cut your debt in half since 2002. These are impressive statistics.
Yet, we continue to have a debate on cutting your funding or who could provide passenger rail
any better than Amtrak. What can we expect to see next from Amtrak? What goals for further
improvements do you have and how can this Committee help you get there?

Answer to Question 1:

Over the last five years, Amtrak has identified numerous opportunities for improvement and has
created plans that would allow us to realize them. Some of these projects (most notably the
Gateway Project) will benefit not just intercity travelers, but also commuters. We have been able
to make a start on the planning work, and we expect to begin construction of the foundation work
that will be needed to preserve access to Penn Station in coming years. However, we will not be
able to pursue these projects, to realize the improvements in our cost recovery that they will
deliver, or attract private investment in them without access to adequate and assured long-term
capital funding. While we will continue to need substantial annual capital funding, the prospect
of large-scale projects raises by implication the larger question of funding mechanisms. Major
projects typically require multi-year funding streams, and no mechanism currently exists to fund
such projects.

2. In your testimony, you mention one myth regarding passenger rail is that “private industry will
do it better.” Can you please elaborate on this?

Answer to Question 2:

Amtrak exists precisely because private industry was unable fo sustain intercity passenger rail
service. Prior to our formation in 1971, every intercity passenger train in America was run by a
privately-owned railroad company, and all of them were losing large amounts of money. The
private railroads were virtually unanimous in their insistence that they could not continue to offer
passenger rail service and remain financially viable. Indeed, as Mr. Hamberger noted in his
recent testimony, the Rail Passenger Service Act of 1970 was a first and very vital step in the
restructuring of the rail regulation system that ultimately restored the American freight carriers to
profitability.

International experience shows that privatization of passenger rail services is not a panacea that
reduces public funding requirements and improves service. The public subsidies required by
Great Britain’s passenger rail services have increased dramatically since privatization, and the
failure of private franchisees to fulfill their commitments has forced the British government to
reassume responsibility for operating trains on several routes.

In many respects, the American rail system (and the Canadian rail system, which closely
resembles it) is a unique success story in today’s world: it is a rail system that is, takenas a
whole, not a net drain on the national treasury. In this system, private business runs those
operations that can be made profitable; those that cannot be made profitable are run by
government-sponsored entities, such as Amtrak, that receive public funding to provide services.
Where foreigh governments have privatized unprofitable rail services, they must subsidize not
only operating costs, but also profits required by the for-profit operators. The need to pay that
profit would mean that Federal money which Amtrak would use to improve equipment or



98

infrastructure would instead be paid to private investors at the expense, presumably, of further
capital investment in the system.

3. What are your views on allowing competition in the Northeast Corridor?

Answer to Question 3:

Amtrak sees no public benefits, and significant negative impacts to both rail passengers and the
Northeast region, from allowing for-profit companies to provide competing intercity passenger
rail service on the Northeast Corridor. Many segments of the Northeast Corridor are already at
capacity, particularly during peak periods, and additional trains could only be accommodated at
the expense of existing Amtrak and/or commuter services. Reducing commuter rail service, or the
service frequency and seating capacity provided by Amtrak’s Northeast Corridor trains that serve
time-sensitive business travelers and frequently sell out, would not be in the public interest. Even
if some means could be found to provide equipment without taking it from Amtrak’s already
constrained equipment fleet, the negative impacts of curtailing existing services would outweigh
any benefits that competitive rail services might in theory provide. In addition, since Amtrak’s
operations do not generate profits, any shortfall in Amtrak’s cost recovery resulting from
allowing for-profit rail operators to selectively compete against Amtrak in the capacity
constrained Northeast Corridor would increase Amtrak’s Federal funding requirements and the
cost to taxpayers.

Anmtrak already faces intense competition on the Northeast Corridor from multiple airlines,
conventional intercity bus services and rapidly proliferating curbside bus services. Despite this
competition, and the impact of the recession, Amtrak’s Northeast Corridor ridership, and its share
of the Northeast Corridor air-rail market, has been growing steadily. This shows that Amtrak’s
Northeast Corridor services are cost- and service-competitive with other transportation modes,
and are meeting the needs of Northeast Corridor travelers.

4. In your testimony, you noted that intercity buses serviced 11% fewer Americans in 2011 than
they did in 2005. Can you please talk more about the importance of long-distance train service
across the country, and how many passengers rely on long distance trains? What would be the
impact on Amtrak if long-distance trains were eliminated?

Answer to Question 4:

Amtrak’s long-distance trains are the only Amtrak service at half the stations and in half of the
states we serve. They carry a disproportionate number of the passengers with identified
disabilities who use Amtrak (43%), and have grown by approximately 20% since 1998, as
scheduled bus and air service to America’s rural communities has contracted. Amtrak serves
about 40% of America’s rural population, and the system connectivity (a vital consideration for
many travelers) is attainable on a national scale only because of the continued existence of the
long-distance trains. They are very popular, and in FY 2012 the average load factor (percentage
of filled seats) for Amtrak’s long-distance services was the same as that for dcela Express, 63%.

If long-distance traing were eliminated, the impact to Amtrak would be severe. The national
system would cease to exist, leaving several small islands of corridor service in California, the
Pacific Northwest, the Midwest and the Northeast. The surviving services would lose many
riders who currently connect to and from long-distance trains. The Northeast Corridor, for
example, currently carries nearly half a million riders every year who are either connecting from
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long-distance trains or traverse the NEC aboard long-distance trains that travel for part of their
trip over the NEC. Eliminating all long-distance service would trigger labor protection for the
thousands of impacted employees, and other route termination costs. The huge costs associated
with legal obligations triggered by service discontinuance could actually increase rather than
reduce Amtrak’s Federal funding requirements in the initial years, since there would be no
revenues from long-distance passengers to offset these costs.

There would also be permanent increases in costs for the shori-distance trains, and the NEC that
share facilities and services with long-distance trains. While some shared costs could be
eliminated over time, many shared costs, such as large stations and mechanical facilities, would
remain, and those would have to be redistributed to state-supported services and the NEC. If
states could not pay for this increased expense and elected to halt service, the cycle of
redistribution and rising costs would repeat itself, further raising the burden on the remaining
state partners and creating a spiral of cancelled service and rising costs.

5. As we begin to reauthorize the Passenger Rail Investment and Improvement Act, what issues
would you recommend we address in our reauthorization bill?

Answer {0 Question 5:

We believe the Committee can help us by developing a new reauthorization bill based upon
recommendations outlined in our 2014 Legislative and Grant request that are listed below:

Passenger Rail Reauthorization

PRIIA’s authorizations will expire in September of this year, creating an opportunity for
Congress to make a definitive statement about plans and policy for high speed and intercity
passenger rail service in the coming years. Amitrak is looking forward to working with
Congressional stakeholders and other entities as we seek to shape and develop the conversation
about what that policy will be. There are certain categorical issues that we believe the
reauthorization bill needs to address The Corporation has been very clear, for instance, in its
belief that the problems surrounding liability and indemmification are an, "artificial barrier to the
development of intercity passenger rail in this country. We are now in. the { process of developing
specific legislative proposals to address these and other issues that we have 1denuf ed, and we
took forward to sharing them with Congress at the appropriate time,

There are other, more fundamental decisions that should be made while Congress deliberates on
Amtrak and, by extension, passenger rail in the United States. We beliéve that Amtrak has
proven that rail transportation makes a useful and viable contribution to the national
transportation network. We have been expanding service as resources permit, and we are
continually finding that demand outstrips our projections as people demand more and better
service. Our challenge is increasingly that, like the other modes, we are stretched to capacity.
While we do everything we can to maximize equipment use and search out growth opportunities,
our resources only go so far. If we truly want to realize our vision of what rail can offer America,
in terms of real mobility improvements and rational modal choices, policy decisions must be
made and funding must be provided to match them. These are big decisions, and will require
bold thinking, but they will deliver value for the money.

In the meantime, we wish to call attention below to two specific policy recommendations that
have long-been held by Amtrak: dedicated and reliable funding for intercity passenger rail and
maode-neutral surface transportation programs.
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Federal Funding Commitment

The most critical issue policymakers can address in passenger rail reauthorization legislation has
also proved to be the most challenging over time: providing a stable and reliable source of
funding for capital investment.

Major capital programs in any mode of transportation or type of infrastructure typically require a
multi-year commitment of funds. Intercity passenger rail is no different. Vet when Amtrak
and/or States seek to make such investments in intercity passenger rail, the ability to committo a
procurement or construction schedule over multiple years is constrained by the uncertainty of
future Federal funding. Thus, continued reliance on annual appropriations for capital investment
will frustrate efforts to significantly improve and expand intercity passenger rail service in the
United States.

Amtrak’s 42 year history both illustrates and confirms this critical point. Reliance on annual
appropriations has greatly restricted Amtrak’s ability to efficiently undertake comprehensive and
multi-year capital programs, since funding availability is uncertain in terms of both amount and
timing. When work begins on a corridor improvement project or equipment procurement, a
funding mechanism must be in place to ensure the project can be completed.

We believe that a multi-year Federal commitment of capital funding, backed by dedicated
revenue, would also make it easier for state grantees to secure financial commitments to match
Federal grants, maintain assets funded by grants and operate service. These non-Federal
commitments are more difficult to secure when Federal capital funding is uncertain — or worse
yet, unavailable ~ from year-to-year.

Finally, when creating a dedicated funding source for intercity passenger rail, it is imperative that
Amtrak’s unique funding needs are recognized. The Federal government established Amtrak as
the foundation of the national intercity rail passenger transportation system, and modemizing and
maintaining that system is a significant Federal responsibility. In particular, due to the national,
interstate nature of the Amtrak long-distance network, Federal funding must largely be relied
upon to operate, maintain and improve the infrastructure, equipment and facilities required to
operate these 15 long-distance routes. Additionally, the ongoing improvement of the Northeast
Corridor, on which the USDOT holds the mortgage, requires a strong Federal commitment that
can serve as a catalyst for local, state and regional investment.

In recognition that the Amtrak network is a national asset that supports interstate commerce
operated on behalf of the Federal government, the highest imperative of passenger rail legislation
should be to provide dedicated, multi-year operating and capital funding for the support of
existing intercity passenger rail services and assets and the development of new ones. Doing so
will greatly increase Amtrak’s ability to efficiently and effectively deliver the nation’s intercity
passenger rail network, while helping to sustain the partnerships that can lead to the improvement
and expansion of high-speed and intercity passenger rail service in key corridors across the
United States.

Mode-Neutral, Performance-Based Surface Transportation Programs

The pursuit of a reliable Federal funding mechanism for Amtrak and intercity passenger rail
investment has proved elusive throughout the Corporation’s history. Adding to the ever-present
political challenge is the Nation’s current fiscal situation, the precarious position of the principal
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fumding source for surface transportation investments — the Highway Trust Fund — and the general
and widely recognized state of under-investment in infrastructure in the United States.

‘While these factors present a challenge, they also undoubtedly present an opportunity to rethink
the nation’s approach to surface transportation. In recent years, Amtrak has consistently made the
case that no matter how much the Federal government spends on surface transportation, that
spending should be focused on the achievement of national goals and outcomes. And that
conclusion is even more imperative in a time such as the present, when Federal investment in
surface transportation is essentially flat.

Accordingly, Amtrak continues to recommend a “mode-neutral” approach to surface
transportation that establishes broad modal eligibility across surface transportation programs so
that investment decisions are aligned with and responsive to outcomes, instead of arbitrarily
constrained by mode. To support that aim, Federal surface transportation programs should
transition to integrated, mode-neutral programs characterized by strategic functional purpose
rather than an aimless taxonomy of vehicle types and means of moving around.

The new paradigm should ensure that all facets of travel are covered — rural, urban, intercity,
interregional and international. It should also account for the various investment needs across
maodes, such as those related to safety, environmental stewardship, state of good repair, capacity
expansion, intermodal connectivity, rural connectivity, metropolitan mobility, demographic
accessibility and rescarch. This will allow states, regions and localities to develop solutions to
meet national performance goals while maintaining maximum flexibility to accommodate unique
individual circumstances and preferences. We can all agree that the most efficient solution — and
the most effective use of public funds — in one particular circumstance is not necessarily the most
efficient solution in another. Amtrak urges Congress to reconsider the “one size fits all” approach
to surface transportation investment and replace it with one that gives grantees flexibility with
respect to mode choice, but holds them accountable with respect to outcomes.

Tt should be noted that restrictions on using Highway Trust Fund (HTF) revenues for investments
in intercity passenger rail have historically been justified on the grounds that the HTF is
exclusively financed by highway users. This long-held notion, however, is belied by the fact that
billions of dollars in general taxpayer — not highway user — dollars have been appropriated in
recent years to address the insolvency of the ailing Highway Trust Fund. Since 2008, Congress
has appropriated a remarkable $53.3 billion in general revenues— more money in just five years
than the amount that has beéen appropriated from general revenues to support Amtrak in its nearly
42 years of existence — to fund the HTF and subsidize highway users (over $46 billion went to the
nghway Account of the HTF). Highway users ate no longer paying anywhere near the amount
that is spent on roads annually, ‘Iét alone the true social costs of an auto-dependent transportation
system.

In recognition of this fact, and s a matter of policy for the reasons outlined above, intercity
passenger rail investments should be eligible under Federal surface transpb‘rtatlon programs
including the Federal-aid hlghWay program.

o
In a climate where funding is fax from certain, and the pressing problems of congestion and the
environment must be addressed, the necessity for a mode-neutral funding policy that selects for
specific outcomes is clear. Where existing policies fund specific modal programs, a genuinely
mode-neutral policy would provide the means for the government to more effectively shape the
urban and transportation environment in coming years. As today’s congestion problems will
continue to impact the development of tomorrow’s urban and metropolitan fabric, challenges of
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this kind urgently require integrated solutions that can address them before they stifle economic
growth and recovery efforts. These programs should support a truly national surface
transportation policy, one that sets measurable criteria to guide every stage of the process — from
Federal investment to loca decision making — and provides the appropriate funding sources and
approaches.



103

Questions from Rep. Jerrold Nadler:

1. What is the proportion of funds that Amtrak spent in FY 2012 and is spending in FY 2013 on
design, planning and contract management regarding ADA accessibility of stations as opposed to
actual construction and renovation to stations to make them accessible? Has Congress provided
Amtrak adequate funds to implement accessibility requirements?

Answer to Question 1:

FY12 FY13
Program Costs $15,475,000 33%  $15,100,000 28%
Total Design Costs 13,325,000 29% 15,400,000 25%

Total Construction Costs
and other ADA related work 17.980.000 38% 23100000 43%

Total ASDP Costs $46,780,000 100%  $53,600,000  100%

(FY13 values are as of March 1, 2013)

Congress has provided the amounts for our accessibility improvements that we have tequested.
These amounts, however, come within significantly less than authorized and requested annyal
capital grants to keep the system in a state of good repair for all users. We were prepared to
spend additional funds this year, but the uncertainty of the affects of sequestration and the reality
of having a final FY 13 funding level 6 months into the fiscal year resulted imfortunately in a
funding level equal to last years.

2. Recently, Amtrak has installed audio public address systems at Union Station in Washington
PC and Penn Station in New York City without providing complementary visual notification
upgrades to provide full accessibility for people with hearing impairments. What steps is Amtrak
taking to ensure that these notification systems are fully accessible?

Answer to Question 2:

We are in the process of developing a national solution Passenger Information Display System
(PIDS) that can be readily deployed to any station around the country. The procurement effort
will be completed this spring and development of the solution will begin this summer. Full-scale
deployments of dual-mode signage and public address systems under this national program are
slated to begin late in fiscal year 2014,

In the meantime, Amtrak has been deploying a pilot solution at select stations, including
Washington Union Station. A project is underway to implement visual messaging within the
station’s interior, which is already served by the new public address system and PIDS

signage. The current software will be upgraded to integrate the audio functionality with the
signage to enable the display of visual messages, resulting in the delivery of train status, general
announcements and safety-related information in both visual and audible formats. The project is
in the design phase and is scheduled to be completed by September 30, 2013.

Amtrak’s Accessible Stations Development Program (ASDP) envisions addressing New York
Penn station’s accessibility needs in the out-lying years. In the meantime, to address the critical
needs associated with communications at the station, Amtrak is developing a plan to replace
signage located in Concourse B and to integrate the PIDS software with the PA system so that
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dual-mode andio and visual messaging can be implemented. We are seeking the means by which
to fund the design for this plan in fiscal year 2014 and to implement the solution beginning no
later than fiscal year 2015, but the fending for this project has not yet been secured.

3. Although considerable expense and effort has been spent to make the pathways to Union
Station fully accessible, there is still a track at Union Station that is not accessible for people who
use wheelchairs. Amtrak recently reported that it is planning to install an elevator to provide
access to these tracks. Will this be a full-service elevator that accommodates people who use
wheelchairs, or will it be a Limited-Use, Limited-Access {LULA) elevator that is not accessible?

Answer to Question 3:

The elevator to be installed in this location will be in full compliance with all required codes and
regulations, including ADA requirements.

4. Amitrak passengers and advocates continue to report examples of instances where Amtrak and
the States are building stations that do not provide level boarding. A recent example is the
Tllinois High-Speed Rail project, the projects for which
(http:/fwww.idothsr.org/2010_const/improvements.aspx) do not provide any indication that level-
boarding will be provided. Although there are many other actors involved in making a project
tike this happen, it is ultimately up to Amtrak and the States to ensure that its services are
accessible to all passengers. What steps are Amtrak and the States taking to ensure that new
projects such as this provide level boarding to passengers with disabilities? In the Amtrak
reauthorization, how can Congress ensure that Amtrak and the States take additional steps to
provide level boarding and otherwise ensure full accessibility for people with disabilities?

Aunswer to Question 4:

The DOT platform rule issued in September 2011 requires level-entry boarding at new or altered
stations serving intercity or high-speed rail lines, where no track passing through the station and
adjacent to platforms is shared with existing freight railroad operations. However, where there is
freight traffic on the track adjacent to the platform, the DOT rule does not require level-entry
boarding. Rather, there are others means which may be employed fo provide access to the rail
cars (e.g., car-borne lifis, station-based lifts, mini-high platforms) and Amtrak and the states work
together to make sure one of these alternatives is put in place.

With respect to the Hllinois High-Speed Rail project (along the Chicago — St. Louis corridor), the
right-of-way is owned by Union Pacific Railroad Company and there is existing freight traffic on
the tracks adjacent to the platforms which prevents the responsible entities from constructing 157
platforms. Thus, the FRA has approved 8” (above top of rail) platforms along this corridor,
except for St. Louis, which already has 15” platforms, and Chicago, which will eventually have
15” platforms. To ensure integrated accessible boarding on this corridor, Illinois has ordered new
rail cars to operate over this line that will have a 15” floor height and car-borne lifts.

Elsewhere, Amirak is taking measures to ensure that new station projects provide level-entry
boarding whenever required by law. For example, the new station facilities at Mt. Joy, Pa. and
Rochester, N.Y. are being designed with high level platforms.

Amtrak will continue to require level-entry boarding where required by law. The biggest obstacle
we have is the fact that most new stations are being constructed along right-of-way owned by the
freight railroads, with freight traffic sharing the tracks with passenger trains. The company is
committed to level boarding and is working with the freights to find solutions to advancing this
important role.

2
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The American Chemistry Council (ACC) is submitting this statement for the record
following the Transportation & Infrastructure Committee’s recent hearing, “Freight and
Passeﬁger Rail in America’s Transportation System,” on March 5, 2013.

Because chemical products are made in few places but are needed everywhere, ACC
members often depend on their freight rail partners to deliver chemical products wherever they
are needed. Consequently, ACC and its members support efforts to modernize freight rail
policies and to encourage competition and free market principles. We believe these reforms will
fulfill the original mission of the Staggers Act to promote economic growth and investment in
the United States and reduce the need for government regulation of the freight rail industry. We
also support policies that provide safe, reliable and affordable transportation for chemical
products. We look forward to working constructively with the Committee as it begins its work on
new rail legislation and respectfully request the opportunity to be involved with future rail
hearings and proceedings, as appropriate.

Moving the Economy

ACC member companies are key stakeholders when it comes to strengthening the
Nation’s economy and transportation infrastructure. Qur members apply the science of chemistry
to make innovative products and services that make people’s lives better, healthier and safer. Our
products are in 96 percent of manufactured goods and are the building blocks for the modern
world. The business of chemistry is a $760 billion enterprise and a key element of the nation's
economy:. It is the largest exporting sector in the United States, accounting for 12 percent of U.S.
exports. Chemistry companies are also among the largest investors in research and development
and employ nearly 800,000 Americans paying average annual salaries of $83,700. Similar to our

partners in the railroad industry, the chemical industry invests heavily in capital improvement
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and expansion. In 2011, the chemical industry spent over $33 billion of private capital on
investments in structures and equipment.

ACC’s membership constitutes one of the largest stakeholders in the freight rail sector.
Chemical products constitute the second-largest commodity sector in terms of annual rail
tonnage (about 190 million tons of traffic) and railroad freight revenue (more than $9 billion).
The chemistry industry is reliant on rail transportation and often has no other viable means to
move our products to diverse customer industries throughout the economy. These chemical
products are moved by rail to locations where they are needed to generate energy, produce food,
manufacture goods and disinfect drinking water.

The business of chemistry is set to expand dramatically in the United States. The
discovery of vast new supplies of shale gas has changed the economics of chemical
manufacturing in this country. America’s chemical companies use ethane, a natural gas liquid
derived from shale gas, as a feedstock in numerous applications. Additionally, natural gas is
being used to power chemical facilities, and ample supplies are rapidly lowering costs. After
years of high, volatile natural gas prices, the availability of cheap and abundant shale gas has
created a competitive advantage for domestic chemical producers and will lead to new
investment and growth. It is estimated that more than 400,000 new jobs and $132 billion in new
economic output could be realized with a modest increase in natural gas supply. A recent survey
conducted by the ACC indicates that rail issues factor heavily into domestic investment

decisions.!

! A survey of ACC member companies conducted by Veris Consulting, Inc. is available at
http://www.americanchemistry.com/Policy/Rail-Transportation/Rail-lssues-Survey-Final-Report.pdf
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If the United States is to fully realize these potential investments, it is imperative that
chemistry companies have access to a strong and competitive freight rail networks that will
effectively move our products along the supply chain and throughout the economy.

Advancing Safety

Rail safety is a top priority for ACC and its members. ACC members also invest billions
of dollars in rail safety improvements, and our member companies own or lease all of the
chemical tank cars in use on the national freight rail network, as well as other rolling stock,
making us a significant provider of the nation’s rail infrastructure. Furthermore, ACC helps first
responders prepare for emergencies by operating the 24-7 Chemical Transportation Emergency
Center (CHEMTREC®) and coordinating the multi-industry TRANSCAER® program that
reaches out to communities across the country. ACC is eager to share more information about
these programs and initiatives with the Committee.

Forging a Partnership

ACC and its members look forward to working with the Congress to update federal
regulatory policies to allow greater access to competitive freight rail service and promote free
market principles to the greatest extent possible. Likewise, the safety of the rail transportation
system is imperative, and ACC and its members would like to be engaged with the Committee to
enhance the safety of the Nation’s freight rail system. As one of the largest industries in the
country and one of the biggest customers of freight rail service, we believe that we can offer an
important perspective and serve as a constructive partner in helping the members of the

Committee create freight rail policies that will meet the nation’s needs.
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