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In this meeting, held on January 18, 2022, staff of the Canadian Transportation 
Agency (CTA) provided a background briefing regarding rail interswitching in Canada.  
CTA staff described CTA’s role as an independent, quasi-judicial tribunal and economic 
regulator in Canada.  CTA staff then detailed the evolution of the statutory interswitching 
provision and how it works in practice.  They also discussed the types of interswitching, 
the mechanics and rates of each type, and how those rates are developed.  Responding to 
questions, CTA staff further explained the Canadian interswitching rate-setting process; 
operational issues associated with interswitching in Canada; the frequency of 
interswitching in Canada; and characteristics of the Canadian railroad systems that may 
be relevant to how interswitching is used there. 
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France Pégeot was appointed Chair and CEO of the 
Agency on June 1, 2021

The Canadian Transportation 
Agency is an independent, 
quasi-judicial tribunal and 
regulator that has, with 
respect to all matters 
necessary for the exercise of 
its jurisdiction, all the 
powers of a superior court.
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History of Interswitching

Canada Transportation Act



Origin of Interswitching
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Canada Transportation Act
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apply to a period that begins aft.er the agreement, order, 
decision or tariff expires. 

No Investigation or arbitration of confidential 
contracts 

(2) No party to a confidential contract is entitled to sub­
mit a matter governed by the contract to the Agency for 
final offer arbitration under sect.ion 161, without the con• 
sent of all the parties to the contract. 

T,.-.-,t,,.,C-... 
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Arbitrage 

(2) Toute demande d'arbitrage au titre de !'a rticle 161 
su r une question faisant l'objet d'un contrat confidentiel 
est subordonn~ a l'assentiment de toutes Jes parties au 
contrat. 

.. ---•--•■"■- •■"■•■'°■"■•■"■-•■•■'°■"■-•■•■•■•"-------.. T llN.dl.10.an.121:;201J,.ch..:U. an.l; 2011,dl.10,an.2S. 

lnterswitching 

Application to interswitch traffic between connecting 
lines 
127 (1) If a railway line of one railway company con• 
nects with a railway line of another railway company, an 
application for an interswitching order may be made to 
the Agency by either company, by a municipal govern­
ment or by any other interested person. 

Order 

(2) If the point of origin or destination of a continuous 
mo\'ement of traffic is within a radius of 30 km of an in­
terchange, the Agency may order 

(a) one of the companies to interswitch the traffic; 
and 

(bl the railway companies to provide reasonable facil• 
ities for the convenient interswitching of traffic in both 
directions at an interchange between the lines of ei• 
ther railway and those of other railway companies 
connecting with them. 

lnterswitching limits 

(31 If the point of origin or desti nation of a continuous 
movement of traffic is within a radius of 30 km of an in• 
terchange, a railway company shall not transfer the traf. 
fie at the interchange except in accordance with the regu• 
lations and the interswitching rate. 

Extension of lnterswltching limits 

(4) On the application of a person referred to in subsec• 
tion (I}, the Agency may deem a point of origin or desti· 
nation of a movement of traffic in any particular case to 
be within 30 km of an interchange if the Agency is of the 
opinion that, in the circumstances, the point of origin or 
destina tion is reasonably close to the interchange. 
1191,,:.1O, &.121; 201&,c..10,-..:N,K. 
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lnterconn exion 

Demande d' interconnex.ion 

il.2.1i (1) Si une ligne d'une compagnie de chemin de fer 
est raccord~ 3 la ligne d'une autre compagnie de chemin 
de fer, r une ou l'autre de ces compagnies, une adminis• 
tratjon municipale ou tout interes.se peut demander :\ 
l'Office d'ordonner l'interconne:<lon. 

lnterconnex.lon 

(2) Si le point d'origine ou le point de destination d'un 
transport continu est s itue dans un rayon de trente kilo-­
metres d'un lieu de correspondance, l'Office peut ordon• 
ner : 

■) A l'une des compagnies d'effectuer l'intercon• 
nexion; 

b) aux compagnies de foumir les installations com•e­
nables pour permetL re rinterconne"'-ion , d'une ma• 
ni~re commode et dans Jes deux directions, A un lieu 
de corres1>0ndance, du trafic, entre tes lignes de r un 
ou l'autre chemin de fer et celles des autres compa• 
gnies de chemins de fer qui y sont racrordtt.s. 

Llmites 

(3) Si le point d'origine ou le point de destination d'un 
transport continu est situe dans un rayon de trente kilo-­
m~res d'un lieu de correspondance, le transfert de trafic 
par une oompagnie de chemin de fer iii ce lieu de oorres• 
pondance est subordonne au respect des r~glements et 
du prix fixeen application de !'article 127.1. 

Agrandissement des limites 

(4) Sur demande form~ au titre du paragraphe (I), !'Of• 
fice peut statuer que, dans un cas particulier ot) le point 
d'origine ou le point de destination du trafic est situe iii 
plus de trente kilom~res d'un lieu de correspondance et 
ot) ii est d'avis que, dans Jes circonstances, le point d'ori• 
gine ou le point de destination est suffisamment pres du 
lieu de correspondance, le point d'origine ou le point de 

A,.....,,,......,1>nr2021 
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2022 Interswitching Rates
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Interswitching Distance 
Zone

Rate per car 
(Single car)

Rate per car 
(Blocks)

Additional km 
rate for a car

Additional km 
rate for a car 
in a car block

Zone 1 (up to 6.4 km) 335 90 N/A N/A

Zone 2 (up to 10.0 km) 460 140 N/A N/A

Zone 3 (up to 20.0 km) 415 75 N/A N/A

Zone 4 (up to 30.0 km) 475 95 10.75 0.98



Block Car Category
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PART II RM....-rr~bOl'I 
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lnterswitching rate 

127.1 (1) The Agency shall, no later than December I of 
every year, determine the rate per car to be charged for 
in rswi hin · 

Considerations 

(2) In determining an interswitching rate, the Agency 
shall take in to consideration 

(a) any reduction in costs that, in the opinion of the 
Agency, results from moving a greater number of cars 
or from transferring several cars at the same time; and 

(bl any long•tenn invesbnent needed in the railways. 

limit on rate 

(3) In determining an interswitching rate, the Agency 
shall consider the average variable costs of all move• 
ments of traffic that are subject to the rate and the rate 
shall not be less than the variable costs of moving the 
traffic, as determined by the Agency. 

Publication of method 

(4) The Agency shall, when it makes its determination 
under subsection ( I), publish the method that it followed 
for determining the rate. 

lnterswitching rate to be published 

(5) The Agency shall cause the interswitching rate to be 
published in the Canada Gazette no later than December 
31 before the beginning of the calendar year for which the 
rate applies. 
2011.e. 10 ... ,1. 

Regulations 

128 (1) The Agency may make regulations 

(a) prescribing tenns and conditions governing the in­
terswitching of traffic, other than terms and condi­
tions relating to safety; and 

(bl establishing distance zones for the purpose of de­
termining the interswitching rate. 

(c) [Repealed, 20 18. c. 10. s. 28] 

(1 .11 [Repealed,2014,c.8,s. 7) 

(2) and (3) [Repealed, 201 8, c. 10, s. 28] 

C,,,,,-toOeceml>.- 11,2021 

Lal~on"'-10, 2020 
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desti nation, selon le cas, est repute situe a l'interieur de 
cette distance. 
11116, CII. I0, .n.ln, :Z011, d\.10, an.2tl ■ li5. 

Prix par wagon pour l' interconnexion 

127. 1 (1) Au plus tard le Jtt dea!mbre de chaque annee, 
!'Office fixe le prix par wagon a ex:iger durant l'annee ci­
vile suivante pour l'interconne.'{ion du trafic. 

Elements i prendre en compte 

(2) Lorsqu'il fixe le prix, !'Office prend en compte: 

a) les reductions de c01jts qui, a son avis, sont entrai­
nees par le mouvement d'un plus grand nombre de 
wagons ou par le transfert de plusieurs wagons a la 
fois; 

b) Jes investissements a long tenne requis dans !es 
chemins de fer. 

Prix minimal 

(3) Le prix tient compte des frais variables moyens de 
tous les transports de marchandises vises par celui-ci et 
ne peut etre infl?rieur alL'< frais variables - etablis par 
l'Office - de ces transports. 

Pub lication de la methode 

(4) L'Office publie, quand ii fixe ce prix, la mCthode qu'il 
a sui"ie pour le faire. 

Publication du prix 

15) L'Office fait publier le pri'< dans la Gazette du 
Canada au plus tard le J I de<:embre precedant le debut 
de l'annee civile durant laquelle ii s'appliquera. 
2011, dl.l0, .n.». 

Reg lement 

128 (1) L'Office peut, par teglement : 

a) fixer Jes moclalite.5 de l'interconnexion du trafic 
autres qu'en matiere de securite; 

b) etablir des zones tarifaires en vue de fixer, en appli­
cation de !'article 127. 1. le prix par wagon a exiger 
pour l'interconnexion du trafic. 

c) [Abroge, 2018. ch. 10. art . 28] 

(1. 1) [Abroge, 20 14, ch. 8, art. 7] 

(2) et (3) [Abrogl?s, 2018. ch. 10, art. 28] 

AJo,.,,•,.1JcMo1<nD<•:Z021 
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Block Car Category
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Single-Car Interswitching

Block-Car Interswitching



Interswitching Movements
Single-Car Yard Switching Process
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1. Train picks up and drops cars at the interchange

2. Train returns to the yard 

3. Cars are separated from the train and 

placed into tracks based on their next

destination (classification) 

4. Delivery train is built (marshalling)

5. Train travels to shipper areas

6. Train drops and picks up cars at shipper 

siding

7. Train returns to yard with picked up cars

8. Cars are classified at the yard

9. Interchange train is built (marshalling)

10. Train travels to the interchange



Interswitching Movements
Single-Car Road Switching

14

1. Train stops at the interchange

2. Train picks up cars at the interchange

3. Classification & Marshalling at the interchange

4. Train travels to shippers, spots and pull cars

5. Train returns to the interchange

6. Train drops off cars at the interchange

7. Train returns to the yard



Interswitching Movements
Block Switching
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1. Two to Three locomotives 
travel from the yard to the 
interchange

2. Locomotives hook up to the 
unit train and travel directly to 
the shipper's siding

3. Locomotive drops and picks 
up cars at the shipper's siding

4. Locomotives brings cars back 
to the interchange and drops 
off

5. Locomotives return to the 
yard

l'4Jl.lll.!I . " ,.,..,.. ' .. ~ 

- . , . ' .· . . ·. . -.- . 
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Interswitching Rate Methodology for Single-Car

Interswitching Rate Methodology for Block-Car



Agency Interswitching Rate 
Methodology

17

Railway Unit 
Costs

Interswitching 
Service Units

Volumes of 
Interswitched

Cars



First Component for Calculating 
Interswitching Rates
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Variable Cost+ Fixed Cost 
Unit Cost=---------­

Total Units Produced 



Contribution to Fixed Costs
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c;_.,r._-

~~~-­=-~•Ill 
the point of origin or to the point of destination that is 
ser,ed exclusively by the class I rail carrier; ( transpor­
teur loca(J 

long-haul interswitching rate means a rate determined 
by the Agency in accordance with paragraph 134(1)(a); 
(Version anglaise seulement) 

service obligations means obligations under section 
I 13 or 114. (Version anglaise seu/emenr) 

Rates and Conditio ns of Serv i ce 

Commen::ialty fai r and reasonable 

112 A rule or condition of service established by the 
Agency under thi,; Division must be commercially fair 
and reasonable to all parties. 

Accommodation for traffic 

11 3 111 A ra ilway company shall , according to its pow­
ers, in respect of a railway owned or operated by it, 

Ca) furnish, at the point of origin, at the point of junc­
tion of the railway with another railway, and at all 
points of stopping established for thal purpose, ade­
quate and suitable accommodation for the receiving 
and loading of all traffic offered for carriage on the 
rai lway; 

(bl furnish adequate and suitable accommodation for 
the carriage, unloading and del ivering of the traffic; 

(c) without delay, and with due care and diligence, re­
ceive, carry and deliver the traffic; 

(d) furnish and use all proper appliances. accommo­
dation and means necessary for receiving, loading, 
carrying, unloading and deli"ering the traffic; and 

(•) furnish any other service incidenta l to transporta­
tion that is customary or usual in connection ,,.,;,h the 
business of a railway company. 

Carriage on payment of rates 

(2) Traffic must be taken, carried to and from, and deliv­
ered at the points referred to in paragraph (l)(a) on the 
payment or the lawfully payable rate. 

C-I0-11,l'O:l'I l.i-... -•0.2(1:MI 

de destination qu'il dessert exclusi\'ement. (local 
canier) 

Prix et condition s de se rvi ce 

Obligat ion 

112 Les prix et conditions visant les services fixes par 
rOffice au titre de la pre5ente section doh·ent etre com­
merciale.menl e(tuitables et raisonnable.s vis-ii-vis des 
parties. 

Ni v eau de servi ces 

Acheminement du trafic 

113 111 Chaque compagnie de chemin de. fer. dans le 
cadre de ses attributions, relati.vemenl au chemin de fe r 
qui Jui appartient ou qu'elle exploile: 

a ) fournit, au point d'origine de son chemin de fer et 
au point de raccordement avec d'autres, et a tous Jes 
poinls d 'arl'et et.ablis a cette fin, des installations 
convenables pour la nkeption et le chargement des 
marchandises .ii transporter par chem in de fer; 

bJ fournit le.s installations convenable.s pour le trans­
port, le d&hargement et la livraison des marchan­
dises; 

c) re(Oit, transporte et liwe ces marchandises sans 
delai et a\'ec le soin et la d il igence \'Oulus; 

d) foumil et ut ilise tous Jes appareils, toutes \es ins­
tallations et tou.s \es moyens n&essaires .ii la r&ep­
tion. au chargement, au transport, au d&hargement et 
a la linaison de ces marchandises; 

•I foumit les autres services normalemenl lies a rex­
ploitation d'un service de transport par une compa­
gnie de chemin de fer. 

Paiement du prix 

121 Le.s man::handises sont re;ues, transportee5 et fo't'eeS 
aux points vises.ii l'alinea (l)a)sur paiement du prix lici­
lementexigiblepourcesservices. 

J..jou, ... ,J-2011 

0.---IOIO!i"~N;io = 



Agency Interswitching Rate 
Methodology (1st Component)

20

• Indexing and a productivity adjustment 
is required as we are calculating 
interswitching rates for the upcoming 
year

• Productivity adjusts the <Total Units 
Produced> portion of the unit cost to 
account for changes in the way inputs 
are used to produce the output

Variable Cost+ Fixed Cost 
Unit Cost= ---------­

Total Units Produced 



Agency Interswitching Rate 
Methodology

21

Railway Unit 
Costs

Interswitching 
Service Units

Volumes of 
Interswitched

Cars



Agency Interswitching Rate 
Methodology (2nd component)

Interswitching service units

• Account 401 unit cost = Track and roadway maintenance expenses / Gross ton miles

• Account 741 unit cost = Loss and damage expenses / number of cars

• Subsection 127.1 (3) of the Canadian Transportation Act requires that, 
in determining an interswitching rate, the Agency consider the average 
variable costs of all movements of traffic that are subject to the rate and 
the rate shall not be less than the variable costs of moving the traffic, as 
determined by the Agency

• Economics Division conducts annual site visits to yards across Canada to 
speak with railway yard supervisors and/or railway assignment crews to 
find out how they serve a sample of interswitching shippers

22



Acquiring Block Train Service Units

23

1. 2-3 locomotives travel from the Yard to the interchange

2. Locomotives hook up to the unit train and travel directly to the shipper's siding

3. Locomotives drops and picks up cars at the shipper's siding

4. Locomotives brings cars back to the interchange and drops off

5. Locomotives return to the Yard

• Agency staff will meet with rail personnel and ask them, for each 
step listed below, how much time is involved, how many crew is 
involved, how many locomotives are involved, how many cars are 
involved.



Interswitching Service Units

Block and Road Switching Service Units

• Gross ton-miles

• Car-miles

• Train-miles

• Carloads

• Fuel consumed

• Crew hours

• Diesel unit miles

24



Interswitching Movements
Single-Car Yard Switching Process

25

1. Train picks up and drops cars at the interchange

2. Train returns to the yard 

3. Cars are separated from the train and 

placed into tracks based on their next

destination (classification) 

4. Delivery train is built (marshalling)

5. Train travels to shipper areas

6. Train drops and picks up cars at shipper 

Siding

7. Train returns to yard with picked up cars

8. Cars are classified at the yard

9. Interchange train is built

10. Train travels to the Interchange



Agency Interswitching Rate 
Methodology
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Railway Unit 
Costs

Interswitching 
Service Units

Volumes of 
Interswitched

Cars



Agency Interswitching Rate 
Methodology (3rd component)

Carload data

• Submitted annually by CN and CP

• Database containing shipper name, carloads, interchange, zone, 
rate charged

• Sampling of customers for developing interswitching service units

• Carload data is used to calculate the system average interswitching 
rate

27



System Average Rate

• Average at the interchange level first (weighted 
average of all shipper costs for each railway).

28

Vancouver zone 1 for 
railway ABC 2020 carloads

% weight
(share of 
traffic)

Variable cost 
per car

Weighted 
zone 1 cost

Shipper A 800 80% $100.00 $80.00

Shipper B 200 20% $80.00 $16.00

Vancouver zone 1 cost per car 
for railway ABC

1,000 100% $96.00



System Average Rate
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• Average at the zone level (weighted average of all 
interchange costs in each zone for each railway).

Zone 1 for railway ABC 2020 carloads

% weight
(share of 
traffic)

Variable cost 
per car

Weighted 
zone 1 cost

Vancouver 1,000 62.50% $96.00 $60.00

Toronto 600 37.50% $150.00 $56.25

Zone 1 cost per car for 
railway ABC

1,600 100% $116.25



System Average Rate

• Average CN and CP costs to arrive at the zone rates.

30

Zone 1 2020 carloads

% weight
(share of 
traffic)

Variable cost 
per car

Weighted 
zone 1 cost

Railway ABC 1,600 44.44% $116.25 $51.66

Railway XYZ 2,000 55.56% $125.00 $69.45

Zone 1 cost per car 3,600 100% $121.11



Interswitching Rates

The interswitching rates calculated by the Agency:

• Cover all operating, maintenance, and administration costs incurred in providing 
the interswitching service;

• Cover the cost of investment in the infrastructure used in providing the service 
(cost of capital);

• Cover the cost of the infrastructure consumed in providing the service 
(depreciation);

• Cover the appropriate portions of the costs of interest, and federal, provincial, and 
municipal taxes;

• Provide an appropriate contribution to the railway company's fixed costs; and

• Provide an adequate return to the railway company's investors

31



Questions?

32
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