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BEFORE THE UNITED STATES
SURFACE TRANSPORTATION BOARD

FINANCE DOCKET NO. 33697

NATIONAL RAILLROAD PASSENGER CORPORATION--
PETITION FOR DECLARATORY ORDER—
WEIGHT OF RAIL

REPLY IN OPPOSITION OF THE BOSTON AND MAINE CORPORATION, THE
SPRINGFIELD TERMINAL RAILWAY COMPANY AND THE PORTLAND
TERMINAL COMPANY

On April 15, 2002, the Boston and Maine Corporation, the Springfield ’ferminal Railway
Company and the Portland Terminal Company (hereinafter referred to collectively as
“Guilford”) were served with a “Motion for Further Clarification of the Board’s October 22,
1999 Decision” (hereinafter referred to as “Further Clarification Motions”) brought by the
National Railroad Passenger Corporation (hereinafter referred to as “Amtrak”) in the above
referenced matter. In its latest pleading, Amtrak purports to request further clarification that (1)
the actual methodology employed by the Transportation Technology Center, Inc. (hereinafter
referred to as “TTCI”) in testing track modulus along Guilford’s Plaistow to Portland line was
appropriate and consistent with the Board’s prior approval for access to this line; (2) the
conclusions reached by TTCI in its report are sound and support Amtrak’s operations over the
line at speeds up to 79 miles per hour; and (3) other compelling evidence supports Board

approval of Amtrak operations at those speeds. For the reasons stated herein, and in previous



filings by the parties, Guilford respectfully requests that the Board deny Amtrak the relief that it
is seeking.1 |
L. INTRODUCTION
Once again, Amtrak has elected to request relief from the Board in relation to its

operations over Guilford’s line from Plaistow to Portland, this time because Guilford has

declined to accept Amtrak’s flawed test results as sufficient evidence that the track modulus

values along this line meet the minimum requirements established by the Board in its October
22, 1999 Decision (hereinafter referred to as the “Weight of Rail Decision”). In support of its
argument, Amtrak asserts that the Board should accept the results of the track modulus testing
performed by TTCI in September and November of 2001, because that testing was purportedly
performed in a manner consistent with the Board’s June 29, 2001 Decision granting Amtrak
access to Guilford’s line. National Railroad Passenger Corporation—Petition for Declaratory
Order—Weight of Rail, STB Finance Docket No. 33697, Served June 29, 2001 (“Clarification
Decision). Of course, Amtrak also admits that the testing that was actually performed had little
or no relation to the testing methodology approved by the Board in its Clarification Decision, and
that this new testing methodology was performed without any prior notice to, or approval from,
the Board or Guilford.

As discussed in more detail below, the actual testing performed on the Plaistow to
Portland line deviated substantially from the testing originally proposed by Amtrak during the
Clarification Decision proceedings, to the extent that several of Amtrak’s prior representations

are now in direct conflict with those made in Amtrak’s Motion for Further Clarification.

! The Northern New England Passenger Rail Authority (hereinafter referred to as “NNEPRA”), Trainriders
Northeast and the National Association of Railroad Passengers are also parties to these proceedings, apparently
supporting Amtrak's position. The Board has also requested that the Federal Railroad Administration participate.

2
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Moreover, the results of this hew testing methodology are seriously flawed and fail to identify all
areas along this line where the track modulus values are below the minimum standard established
by the Board.

Of course, Amtrak’s behavior in the present proceeding is entirely consistent with its
history, which has been replete with instances where Amtrak’s credibility has been called into
question, and often found to be lacking. Indeed, over the past few years, it has become a
common practice for Amtrak to issue politically expedient statements in support of its positions,
regardless of Whether those statements are supported by fact.

II. AMTRAK LACKS CREDIBILITY:

Since its inception, and particularly over the past five years, Amtrak has engaged in a pattern
of behavior that has significantly undermined its credibility with Congress, the federal
government and the public. This deterioration in Amtrak’s credibility is the result of its regular
practice of issuing misleading and/or incorrect statements in support of its positions, statements
that are more often than not found to be less than forthright when placed under scrutiny. For the
purposes of this proceeding, this inherent credibility problem is directly relevant to the Bdard’s
ability to assess the results of the track testing methodology proffered by Amtrak in its Motion
for Further Clarification, particularly in light of Amtrak’s conduct in performing the track
modulus testing. In fact, a review of Amtrak’s recent history of credibility problems reveals that
Amtrak’s approach to satisfying the Board’s minimum track modulus standard is entirely

consistent with this prior conduct. By way of example, Guilford submits the following:
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A. “THE GLIDE PATH TO SELF SUFFICIENCY™":

Since the enactment of the Amtrak Reform and Accountability Act of 1997 (Public L. 105-
134) (hereinafter referred to as “ARAA”), Amtrak has consistently stated that it has been on a
“Glide Path to Self-Sufficiency” to meet the ARAA requirement that Amtrak no longer rely upon
federal operating subsidies to provide its service. Of course, despite the public pronouncements
by Amtrak that it was weaning itself off of the need for federal operating subsidies, on
November 9, 2001, the Amtrak Reform Council (hereinafter referred to as “ARC”), determined
that Amtrak would not meet this goal’. An Action Plan For the Restructuring and
Rationalization of the National Intercity Rail Passenger System, A Report to Congress by the
Amtrak Reform Council, February 7, 2002 (“February 7 ARC Report”)®. Furthermore, the ARC
also found that Amtrak’s failure to meet this goal was the fault of no one but Amtrak. In fact, the
ARC noted that, in addition to the federal subsidies being provided to Amtrak pursuant to the
ARAA, Amtrak had also been accessing additional funding sources in an effort to continue the
charade that it was on its way to self-sufficiency. More particularly, the ARC noted that:

o “Although Amtrak represented that [Taxpayer Relief Act of 1997] funds would be used

~ primarily for high return capital expenditures, through December 31, 2000, about $590
million—or 26 percent of total TRA commitments—have in effect been used for
expenditures that most companies and Generally Accepted Accounting Principles
(GAAP) would treat as ordinary operating expenses, or required capital expenditures®.”
Intercity Rail Passenger Service in America: Status, Problems, and Options for Reform,
Second Annual Report of the Amtrak Reform Council, March 20, 2002 (“March 20"
ARC Report”), at 6.

e “Amtrak’s inability to follow its business plans have led to imprudent borrowing, most
notably the mortgaging of a portion of Penn Station New York to obtain a $300 million

> The ARC is an independent body established by the ARAA to oversee Amtrak’s operations.

3 “The [US DOT] Inspector General reached the same conclusions as the Amtrak Reform Council about Amtrak’s
performance, stating ‘Amtrak’s cash losses have not decreased and Amtrak is no closer to operating self-sufficiency
now than it was in 1997°” February 7" ARC Report, at 3.

* The Taxpayer Relief Act of 1997 provided Amtrak with a one-time $2.184 billion income tax refund, despite the
fact that Amtrak does not pay income taxes. Joseph Vranich and Edward L. Hudgins, Help Passenger Rail by
Privatizing Amtrak, Cato Institute Policy Analysis No. 419, November 1,2001, at 8. Exhibit A hereto.

4
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loan that was used to avoid running out of cash in the last quarter of FY2001.” March

20® ARC Report, at 4.
M, e “The Penn Station loan and other borrowings..., have tripled Amtrak’s debt since 1995,
increasing its costs for debt service to about $200 million annually.” March 20" ARC
N Report, at 4.
v Apparently, despite its public statements, Amtrak was well aware that it was not going to
Y
|
L meet the deadline established by the ARAA for operating self-sufficiency, and undertook

-
| S

extraordinary efforts to avoid full disclosure of its financial condition. Moreover, in the face of

the overwhelming evidence that it would not meet the ARAA deadline, Amtrak continued to

i1

refuse to acknowledge the inevitable, and instead attempted to offer its own interpretation of

“Self-Sufficiency.” Such behavior is entirely consistent for Amtrak and continues to undermine

what little credibility it may have left, to the frustration of many, including members of

Congress:

3

e “In February, Amtrak announced that it will need $1.2 billion in federal assistance—more
than twice the amount that Congress provided in fiscal year 2002—to continue the same
service levels and provide for basic needs. A bailout without comprehensive reform

il should not be an acceptable choice for the Congress or the Administration, and I will

vigorously oppose such an effort.” Letter of Senator Phil Gramm of Texas to President

George W. Bush, April 15, 2002.

S’E;
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i

- e “I note that Mr. Warrington’s testimony fails to mention a single word about the {Penn

P Station] mortgage or [Amtrak’s] financial situation. I would encourage the members to

L inquire about the specifics of the mortgage agreement. I am informed the transaction was
out of desperation, because Amtrak would become insolvent. One last comment about

i the Penn Station mortgage, which you may find of interest. When my office requested a

& copy of the transaction last week, Amtrak responded that it was a ‘private matter.” How
can such a deal be private when, as I learned last week, it includes a provision which

7 conveniently allows for the Federal Government —i.e taxpayers—to repay the mortgage

Ll on Amtrak’s behalf?” Senator John McCain, Testimony Before the Transportation

™

‘\

‘ 3 «“As Amtrak begins its final year of the glide path, it is becoming more apparent that the realization of the self-
sufficiency goal itself may be less important than the need to measure the real progress contemplated in the
[ARAA].” National Railroad Passenger Corporation, Office of the Inspector General, Semiannual Report to
Congress, April 1, 2001-September 30, 2001 (Executive Summary), at 1. Exhibit B hereto.
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Appropriation Subcommittee of the Senate Appropriations Committee, 107t Cong., 1*
sess., June 28, 2001, at 369.

B. AMTRAK'’S “SUBSIDIES”:

In another effort to mislead the public, Amtrak also mischaracterizes the nature of its
public funding to create the impreséion that it receives precious little in federal subsidies in
comparison to other transportation modes. More particularly, in testimony before Congress
Amtrak has taken the position that highway and aviation receive far more in federal subsidies
than passenger rail, implying that this inequality is a driving force behind Amtrak’s failures.®

In reality, however, Amtrak is merely using statistics to hide two important distinctions
between highway and aviation funding on the one hand, and Amtrak subsidies on the other.
First, highway and aviation funding is derived for the most part from user fees and taxes that
fund most of the federal financing of these modes, while Amtrak’s operations contribute no such
revenue to the federal government. Second, Amtrak received approximately 1 percent of total
transportation modal spending in FY2001, although: it retains only 0.6 percent of the
transportation market share.’

On a related issue, Amtrak and its supporters also regularly claim that subsidies for
intercity service are necessary, because it is not possible for this passenger service to be
profitable on its own. In support of this claim, reference is often made to the fact that passenger
service in other countries is heavily subsidized, which is not completely accurate. In fact, in

many countries private entities run commuter and passenger service on behalf of the government

8 “In fact, all we are asking for is equal treatment. In FY2001, highways received $33.5 billion in federal funds,
aviation received $12.6 billion, transit received $6.3 billion—but intercity rail received $0.5 billion—less than one
percent of all transportation modal spending in FY2001.” Statement of George D. Warrington, President and Chief'
Executive Officer, Amtrak, before the Subcommittee on Transportation and Related Agencies, Committee on
Appropriations, U.S. House of Representatives, March 21, 2001, pages 4-5.

7 Ronald D. Utt, Ph.D, 4mtrak’s Impending Collapse Offers One-time Opportunity for Reform, The Heritage
Foundation Backgrounder, Volume No. 1547, May 13, 2002, at 4. Exhibit C hereto.
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without the need fof subsidies, a reality that has escaped Amtrak and its advocates. March 20™

ARC Report, at 17.

C. AMTRAK’s FREIGHT AND EXPRESS PROGRAM:

Yet another example of Amtrak’s inability to be straightforward is its “Freight
and Express” program, originally designed to improve profitability through the transport of
specialty commodities as part of Amtrak passenger service. Initially, Amtrak touted this service
as a means to establish a niche market for specialty goods that needed time sensitive freight
transportation. Of course, when it was later discovered that this service actually transported
traditional freight goods, Amtrak claimed that such movements were merely “occasional and
experimental” and only later did Amtrak admit that such movements were part of its regular
service. In addition, when this service was initiated in 1997, Amtrak pronounced that its
Freight/Express division would atfract new business to Amtrak, and would provide an important
new resource to improve its profitability. Nevertheless, by 1998 traffic was well below
projections and approximately one-half qf the freight/express fleet was sitting idle. True to form,
however, Amtrak was reluctant to admit that this service had fallen well below expectations, or
that the Freight/Express program was impeding Amtrak’s core passenger service. ®

With this background in mind, there are striking similarities between Amtrak’s prior

conduct, some examples of which are discussed above, and its approach to the present
proceeding. Specifically, in order to show that the track modulus values along the Portland to
Plaistow line meet the minimum requirements established by the Board, Amtrak described a
specific testing methodology that Amtrak declared would produce “reliable” results. True to

form, however, Amtrak significantly altered the proposed testing methodology without any prior
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notice or approval, and now comes to the Board to proclaim that this deviation from the
approved methodology should be accepted. To Guilford, such behavior raises two simple
questions: First, if the methodology originally described by Amtrak was “reliable,” why was it
changed so significantly in the three months between the Board’s Clarification Decision and the
initiation of testing? Second, if the original methodology was not as “reliable” as Amtrak
originally claimed, how can Amtrak now be trusted when it proclaims the virtues of the actual
methodology utilized, particularly in light of Amtrak’s historical lack of credibility?

D. AMTRAK’s “EXPERTS”:

In addition to Amtrak’s credibility problems, it is also interesting to review the conflicting
statements made by Amtrak’s two experts in support of both the Motion for Clarification and the
Motion for Further Clarification. More particularly, Dr. Chrismer made the following statements
in his Verified Statement submitted in support of Amtrak’s Motion for Clarification:

e Asaresult of my role in the development of the TLV’s measurement capabilities with
respect to vertical track support, I am very familiar with the manner in which TTCI
proposes to analyze the track modulus of the Plaistow-Portland line using the TLV, and
am confident that it will yield an accurate assessment of the line’s modulus. Verified
Statement of Dr. Steven M. Chrismer in Support of the National Railroad Passenger
Corporation’s Motion for Testing Access and Clarification of Board’s October 22, 1999
Decision (“Initial Chrismer V.8.”), at 3.

e With its vertical measurement capabilities having been in development since 1995, the
TLV has been extensively tested and has been found to provide a highly reliable means
of assessing track deflection on an entire line, identifying locations where track modulus
can productively be measured because deflection data indicates that the location may
have a track support problem, and actually measuring the track modulus at the locations
so selected in an efficient and accurate manner. Initial Chrismer V.S., at 3. (emphasis
added).

® Because this in-motion track deflection is taken relative to the vehicle’s measuring
system and not from an independent, fixed-point reference, it is not ‘absolute’
deflection.... However, this relative in-motion deflection can be used to determine where
potential track support problems may exist and where consequently a follow-up

# Joseph Vranich and Edward L. Hudgins, Help Passenger Rail by Privatizing Amtrak, Cato Institute Policy
Analysis, Volume No. 419, November 1, 2001, at 15. Exhibit A hereto.

TR W 1



1

i

i

measurement of track modulus should be performed. .. This stationary measurement will
determine if the track modulus at the location is at least 2.750 Ib/in’. Initial Chrismer

V.S., at 4. (emphasis added).

e When the TLV detects deflection greater than this amount, it will place a paint mark at
the location in question. Analysis of the TLV’s output deflection data, combined with
subsequent track inspection to spot the paint marks left by the TLV, will identify where
the limiting deflection criterion has been exceeded and where follow-up modulus
measurements are required. Initial Chrismer V.S., at 5 (emphasis added).

Plainly, the testing methodology described by Dr. Chrismer in his Initial Verified Statement
contained several inaccuracies, including Dr. Chrismer’s assertion that he is very familiar with
the manner in which TTCI proposes to perform the track modulus testing along the Plaistow to
Portland line. More particularly, Dr. Chrismer apparently did not realize that the TLV would not
be placing paint marks at locations where the TLV detects deflection greater than the deflection
criteria used in the testing. In reality, the TLV placed (or attempted to) paint marks at locations
where the TTCI proprietary measurement known as the Vertical Strength Index was exceeded.
National Railroad Passenger Corporation’s Motion for Further Clarification of the Board’s
October 22, 1999 Decision (“Further Clarification Motion™), at 25. Moreover, Dr. Chrismer was
also apparently unaware that TTCI did not plan to perform follow-up stationary measurements at
each of those locations where the TLV detected deflections greater than the adopted criteria. In
fact, despite Dr. Chrismer’s previous statement that such stationary testing is required to
determine what the actual track modulus is along the line, it is now clear that no such testing was
ever planned. Verified Statement of Dr. Steven M. Chrismer in Support of the National Railroad
Passenger Corporation’s Motion for Further Clarification of Board’s October 22, 1999 |
Decision (“Supplemental Chrismer V.S.”), at 12. Not surprisingly, even though the testing
methodology actually employed was significantly different than the testing originally described

by Dr. Chrismer, he apparently has little difficulty in completely contradicting his prior verified
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£

.
g .

L3

3

E};.

i

=1

3

=

statement in order to trumpet the merits of this new methodology. Accordingly, Dr. Chrismer’s
testimony must be discounted by his obvious willingness to tailor his testimony to meet the
needs of his client.

As for Mr. Staplin he also was apparently unaware of the testing methodology to be
utilized by TTCI, particularly the use of the paint spray system and the Vertical Strength Index.
As Mr. Staplin admits in his most recent verified statement, “During the dynamic testing, I
learned that the paint marking system on the TLV would not apply a paint mark on the track at
those places where the 0.28-inch deflection criteria was exceeded (as I originally
thought)...Verified Statement of David E. Staplin in Support of Amtrak’s Further Clarification
Motion (“Supplemental Staplin V.S.), at 8. In addition, similar to Dr. Chrismer, Mr. Staplin also
appears to be willing to adopt the revised testing methodology wholesale, despite offering little
in the way of direct testimony on the issue during the proceedings leading up to the Clarification
Decision.

Of course, in light of the fact that Amtrak’s experts originally proposed a testing
methodology that was significantly different than the testing performed by TTCI, and the
apparent misunderstanding of track modulus testing that these misstatements reflect, one would
assume that Amtrak would provide the Boardb with some direct testimony from TTCI. However,
rather than submit a detailed verified statement from a representative of TTCI, Amtrak simply
offers a statement from David Read asserting that he prepared the report relied upon by Amtrak’s
experts in this round of testimony. Verified Statement of David Read in Support of the National
Passenger Corporation’s Motion for Further Clarification of the Board’s October 22, 1999
Decision (Read V.S.), at 1. Despite this transparent attempt to offer some support by TTCI to

Amtrak’s argument, there are still numerous questions that remain unanswered, most of which
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will be addressed below. For the purposes of credibility, however, there are two important
questions that should be addressed: First, why is TTCI reluctant to offer direct testimony in
support of its testing methodology and the results produced? Second, why does TTCI feel the
need to heavily disclaim any responsibility for the accuracy of its own report? Attachment 2 to
Read V.S. at 205. In other words, TTCI is apparently not willing to submit a detailed verified
statement in this proceeding, and is also not willing to stand fully behind its report, which leads
to the conclusion that TTCI is not entirely convinced with the accuracy of its work product.

Based upon Amtrak’s historical inability to be forthright, the contradictory and
uninformed testimony offered by Amtrak’s expert witnesses, and the apparent unwillingness of
TTCI to support its work product, the arguments submitted by Amtrak are sorely lacking in
credibility. As a result, Guilford would submit that Amtrak’s motion should be denied on this
basis alone.

III. THE BOARD’S CLARIFICATION DECISION REQUIRED THAT AMTRAK
CONDUCT TRACK MODULUS TESTING IN THE MANNER PROPOSED.

A. AMTRAK WAS GRANTED ACCESS TO GUILFORD’S LINE PURSUANT TO 49 U.S.C.
§ 24308(a)

As part of the proceedings that led up to the Clarification Decision, Amtrak requested that the

Board order Guilford to provide Amtrak and its agents with access to its lines so that track

modulus testing could be performed. Pursuant to 49 U.S.C. §24308(a), the Board did order that
such access be allowed, “...so that the conditions set forth in this and our prior decision may be
fulfilled.” Clarification Decision, at 7. One of the conditions set forth in the Clarification

Decision was that “Track modulus testing on the Plaistow-Portland Line through the use of the

Track Loading Vehicle of the Transportation Technology Center, Inc., in the manner described

by Amtrak, is a reasonable and practical method of determining whether the level of

11
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rehabilitation described in our prior decision has been met...Guilford must allow Amtrak access
to the line as necessary to conduct testing and to comply with the above findings.” Clarification
Decision at 7. (emphasis added).

The Board based its decision to allow Amtrak access to Guilford’s line by finding that
such access was “necessary” within the context of 49 U.S.C. §24308(a)(2)(A). Once that finding
was made, the Board was then required to prescribe the terms to be imposed for access to
Guilford’s property. 49 U.S.C. §24308(a)(2)(4)(ii). Since one of the terms prescribed by the
Board was that Amtrak conduct the testing in the manner proposed to the Board, Amtrak had
little discretion to significantly alter that testing methodology.

B. AMTRAK DID SUBSTANTIALLY DEVIATE FROM THE TESTING METHODOLOGY
PROPOSED TO, AND APPROVED BY, THE BOARD:

As discussed briefly abbve, Amtrak submitted a detailed testing methodology in support of
its Clarification Motion, with evidence offered primarily by Dr. Chrismer to justify that
methodology. As also discussed above, the Board relied upon this evidence to determine that the
proposed testing methodology was reasonable and to order Guilford to allow access to its
facilities to perform testing in that manner. Unfortunately, when the testing was actually
performed, there was little or no relation to that methodology.

Perhaps the most glaring difference between the proposed and actual testing
methodologies related to the extent of stationary testing that was to be performed. As originally
described in Amtrak’s Clarification Motion, track modulus testing was to be a two part process:
(1) dynamic testing using the TLV; and (2) follow-up stationary testing at each of those locations

where the TLV indicated that the selected deflection criteria was exceeded.” According to

® Amtrak initially proposed using 0.25 inches as the maximum deflection criteria, which was subsequently changed
during the actual testing. Guilford does not agree that this change was proper, as discussed in more detail below.

12
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Amtrak, a stationary test would be performed af each location where a high track deflection
reading has been obtained [by the TLV]. Clarification Motion at 23. Furthermore, Amtrak
claimed that this static measurement “...will determine whether track at the subject location
meets the minimum value of 2,750 1b./in>. Initial Chrismer V.S., at 3.

In reality, TTCI performed very few stationary tests along the line, and certainly not at
each location where the TLV measurements indicated that such tests should be performed.
Rather, TTCI apparenﬂy selected sites for static testing, including some sites where the
maximum deflection criteria was not exceeded, with little regard for the testing methodology
originally proposed by Amtrak. Further Clarification Motion, at 21. As aresult, TTCI
essentially failed to conduct static testing at all locations on the line where the maximum
deflection criteria was exceeded, despite Dr. Chrismer’s statements that such testing was
required to accurately determine track modulus values along the line. Initial Chrismer V.S., at 3.

Also, rather than using the absolute results of stationary testing to determine track
modulus values along the line, TTCI instead elected to use statistics arrived at by a regression
analysis to determine track modulus at the majority of the locations along the line, after field
testing was completed. Notwithstanding the relative benefits of this regression analysis, it is far
less determinative than the results that would have been obtained had TTCI performed the static
testing in the manner proposed by Amtrak. 1 Verified Statement of David E. Staplin in Support of
Further Clarification Motion, at 18. Related to the use of this regression analysis was TTCI’s
decision to developed its test results based upon a 25 foot averaging that, as discussed further
below, had the effect of softening those areas that dynamic testing indicated were suitable for

follow-up static testing.

10 A5 discussed further below, Guilford believes that the regression analysis utilized by TTCI is even less accurate
than reported.

13




Additionally, TTCI utilized its proprietary Vertical Strength Index (hereinafter referred to
as “VSI”) to determine where paint marks would be applied to identify sites for follow-up static
testing, despite Amtfak’s claims that paint marks would be applied at locations where the
maximum deflection criteria was exceeded. Initial Chrismer V.S., at 5. Of course, Amtrak also
admits that the use of this VSI adds yet another level of uncertainty to the testing that was
performed, because the VSI does not identify all locations where the maximum deflection
criteria was exceeded. Further Clarification Motion, at 26.

As a final note, Amtrak also seems to be arguing that because Guilford representatives
were present during the track modulus testing in September and November of 2001, it was
somehow their responsibility to ensure that the testing was conducted properly. Further
Clarification Motion, pp. 10, 18. This desperate attempt to imply that Guilford assented to the
substantial deviations in the methodology is misplaced, however, for several reasons. First,
Guilford representatives were present during the testing as observers only, and did not have the
authority to prevent the testing from being done. Second, it was not possible during the actual
testing to determine the actual nature of the testing that was being performed, particularly where
the regression analysis employed by TTCI was not implemented until after testing was complete.
Third, on November 1, 2001 Guilford did object to the manner in which the testing was being
conducted, and Amtrak, NNEPRA, and TTCI failed to respond to these objections. Verified
Statement of Michael J. Murray in Support of Further Clarification Motion, (“Murray V.S.)
Attachment 7. Instead, after Guilford objected on November 1, 2001, TTCI returned to perform
the November testing without taking any steps to recognize Guilford’s concerns. Murray V.S.,

Attachment 8.
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These alterations, as well as others discussed below, were substantial deviations from the
testing methodology originally proposed by Amtrak, and approved by the Board. Accordingly,
the results of the testing methodology actually performed should be disregarded, and the Board
should require that Amtrak perform the track modulus testing along the Plaistow to Portland line
in the manner originally proposed.

IV. THE TESTING METHODOLOGY EMPLOYED BY TTCI
DID NOT PRODUCE ACCURATE RESULTS:

As discussed above, the testing methodology employed by TTCI differed significantly
from that originally proposed by Amtrak to the Board in its Clarification Motion. While this
substantial deviation from the Board-approved testing methodology is troubling in itself,
Guilford’s review of the data provided by TTCI also reveals that significant errors were made in

producing its report entitled “Vertical Track Deflection Measurements Using the TLV”, P-02-

‘001 (hereinafter referred to as the “TTCI Report™). These errors occurred during this field

testing performed along the Plaistow to Portland line, as well as during TTCI’s post-processing
of the information gathered during the field testing, and ultimately served to produce an
inaccurate portrayal of track modulus values along the line.

A. THE TTCI REPORT DID NOT IDENTIFY EACH LOCATION WHERE THE REVISED
TTCI DEFLECTION CRITERIA WAS EXCEEDED:

As described in Amtrak’s Motion for Further Clarification, TTCI performed dynamic
testing along the Plaistow to Portland line in both September and November of 2001. Motion for
Further Clarification, at 18-19. The stated purpose of this dynamic testing was to identify those
locations on the line where the TTCI deflection criteria of 0.28 inches was exceeded, so that

follow-up static testing would be performed at these sites to determine actual track modulus
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values.'! While this initial approach was consistent with the testing methodology approved by
the Board in its Clarification Decision, in order to reach the results detailed in its report TTCI
subsequently performed a regression analysis comparing dynamic and static track modulus test
results to determine that those areas with a relative deflection measurement of greater than 0.27
inches were indicative of a track modulus values of less than 2,750 Ib./in./in. Further
Clarification Motion, at 26-27. Then, using this 0.27 inch deflection criteria to assess both the
September-only test results, TTCI determined that there were 14 locations over 8 miles of track
that had track modulus values less than 2,750 Ib./in./in. and were identified as Track Modulus
Exceptions in the TTCI Report. TTCI Report, at 15. However, Guilford’s analysis of the data
provided by TTCI revealed that the TTCI Report inexplicably failed to identify, and account for,
all locations along the line where this 0.27 inch deflection criteria was exceeded. Verified
Statement of Philip D. Brake (“Brake V.S.”), at 2.0. More particularly, using the 0.27 inch
deflection criteria developed by TTCI pursuant to its regression analysis, Guilford’s analysis of
both the September and November testing data found that there were actually 26 locations over
14 miles where the 0.27 inch deflection criteria was exceeded. Brake V.S. at 2.0. Moreover,
even if TTCI’s use of the September-only dynamic test results were justified, Guilford’s analysis
of that data determined that there were actually 17 locations over 10 miles of track that exceeded
the 0.27 inch deflection criteria utilized by TTCIL. Brake V.S., at 2.0. '? Accordingly, it is clear
from the outset that, even if the methodology employed by TTCI were correct, the TTCI Report

fails to idéntify all locations along the line where track modulus values are less than the 2,750

" As discussed in more detail below, TTCI initially utilized a deflection criteria of 0.28 inches for the testing, which
was subsequently changed to 0.27 inches as a result of the regression analysis performed by TTCI after the
September testing was complete, as opposed to the deflection critetia of 0.25 inches approved by the Board.
Guilford does not agree that this change was appropriate or supported by the applicable data.

2 Bach of the locations identified by both TTCI and Guilford were based upon the 25 foot average utilized by TTCL
As discussed further below, the use of this averaging approach was also inappropriate.
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Ib./in./in. minimum standard prescribed by the Board in its Weight of Rail Decision. However,
as discussed in the following sections, the testing methodology employed by TTCI during the
September and November tests was also fundamentally flawed, leading to inaccurate test results
that formed the basis for TTCI’s List of Track Modulus Exceptions.

B. TTCI'S USE OF A REGRESSION ANALYSIS PRODUCED HIGHLY INACCURATE
TRACK MODULUS RESULTS:

As described by Dr. Chrismer in Amtrak’s Clarification Motion, dynamic testing using
the TLV is a useful tool to identify those locations along an entire line may have low track
modulus. Initial Chrismer V.S., at 5. However, as Dr. Chrismer alsp explains, follow-up, static
testing is required to determine the actual track modulus at those locations along the line where
the track deflection exceeds the relevant criteria. Chrismer Initial V.S., at 5. Accordingly,
Amtrak proposed to perform static testing at each location where dynamic testing indicated that
the relevant deflection criteria had been exceeded, the only method offered during these
proceedings to determine absolute track modulus values. Apparently, however, no one explained
this approach to TTCL

Rather, TTCI instead elected to perform the track modulus testing according to its own
methodology, which differed significantly from the approach presented to, and approved by, the
Board in its Clarification Decision. First, in September of 2001 TTCI conducted dynamic testing
along the line to determine those locations where the track deflection exceeded the 0.28 inch
maximum deflection criteria utilized by TTCI. Next, TTCI performed static testing at various
locations along the line, although the selection of these locations had little relationship to the

results of the dynamic testing. Further Clarification Motion, at 19.> Of course, since the goal

" In fact, of the 40 locations statically tested by TTCI in both September and November, only two were at locations
where the dynamic track deflection exceeded 0.28 inches. Brake V.S., at 3.0.
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of this entire exercise was to perform static testing at those locations where dynamic testing
indicated that track modulus values would be below 2,750 1b./in./in., it is difficult to understand
the basis for this decision, and neither TTCI nor Amtrak offers an explanation for this approach.

TTCI then repeated the same process in November, conducting dynamic testing along the
line and performing additional static tests at 28 locations.'* Brake V.S., at 1.0. Once again,
however, the selection of these locations had little to do with the results of the dynamic testing,
and is also unexplained.

Because of the limited static testing that was performed on the line, TTCI instead elected
to use a regression analysis to establish a statistical relationship between the dynamic test results
and the static track modulus values along the line. Specifically, TTCI utilized the dynamic data
obtained from the September testing to determine that a dynamic track deflection of 0.274 inches
was equivalent to a track modulus value of 2,750 Ib./in./in. Further Clarification Motion, at 30.
TTCI then converted the dynamic deflection data obtained as a two foot average during
September testing into a 25 foot moving average, and plotted the September-only deflection data
to identify those locations where a maximum deflection criteria of 0.27 inches was exceeded.
Further Clarification Motion, at 30. If the dynamic deflection data collected during the
September-only testing indicated that the maximum deflection was greater than 0.27 inches,
TTCI determined that the track modulus values at that location would be expected to be less than
2,750 1b./in./in. Further Clarification Motion, at 30. Despite Amtrak’s efforts to justify this
approach in its Further Clarification Motion, the use of this regression analysis to determine

actual track modulus values on the line was seriously flawed, as explained below.

14 Ironically, TTCI conducted 40 static tests between the September and November testing, the same number of tests
proposed to be conducted by TTCI in its September 25, 2000 Revised Statement of Work. Murray V.., Attachment
3. Apparently, TTCI never intended to conduct more than this number of static tests, regardless of the results of the
dynamic testing.
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First, static testing is the only method currently available to determine absolute track
modulus values, as explained by Dr. Chrismer. Initial Chrismer V.S., at 5. As explained by
Amtrak in its Further Clarification Motion, however, the List of Track Modulus Exceptions
found by TTCI was based solely on the September dynamic test data obtained by the TLV. TTCI
Report, at 15. Second, the track modulus values produced by the TTCI regression analysis were
seriously flawed when compared to the static data obtained at certain locations. Brake V.S., at 3.0
By way of explanation, by comparing the average static test data that was measured over a track
distance of 25 feet to the peak 25 foot average relative deflection data recorded by the TLV at the
same location, the accuracy of the 25 foot average utilized by TTCI using the regression analysis
can be obtained. Brake V.S., at 3.0. Of the two locations that were statically tested by TTCI
where the TLV measured track deflection was reported to be in excess of 0.28 inches, only one
location (Zone One), was statically measured over a track distance equal to or greater than 25
feet.!”> Using the data developed by this static testing and provided by TTCI, the 25 foot average
track modulus value of Zone One (again, utilizing the absolute, static measurements provided by
TTCI), was actually 1,758 Ib./in./in. Brake V.S., at 3.0. In contrast, the regression formula
utilized by TTCI determined that the 25 foot average track modulus value at this same location
was 2,926 1b./in./in., an error of 66%. Brake V.S., at 3.0. Alarmingly, Zone One was not
identified as a Track Modulus Exception Location in the TTCI Report, despite the fact that each
of the static measurements performed at this location found the track modulus values to be below
2,750 Ib./in./in., including a low modulus value of 926 Ib./in./in. Brake V.S., at 3.0.

Of course, Amtrak will undoubtedly argue that the track modulus value errors found in

the regression analysis calculations was the result of the location of an insulated joint within

¥ As explained above, TTCI only conducted two of the 40 static tests at locations that actually had maximum
deflection measurements that were greater than 0.28 inches over a 25 foot average.
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Zone One. Brake V.S. at 3.0.However, if the average static track modulus is calculated for Zone
One between Tie+12 and Tie 0, apart from the location of the insulated joint at Tie -3, the track

modulus value determined by static measurement is still 1,944 Ib.in./in., indicating an error of

‘ 51% in the results of the TTCI regression analysis. Brake V.S., at 3.0. In addition, a similar

review of the results of the TTCI statistical relationship at other Zones clearly shows that the
results of the static measurements at these locations (where the maximum deflection criteria of
0.28 inches was not exceeded) differ from the TTCI regression analysis results significantly.
Brake V.S., at 3.0.

This significant variation in track modulus values is the result of the inﬁerent unreliability
of the use of relative deflection data as an absolute indicator of track modulus values, as well as
the inaccuracy of vthe equation, and its application to a 25 foot average, that was developed from
the TTCI regression analysis, and ultimately used to determine the track modulus values reported
by TTCL. Brake V.S., at 3.0. By way of example, Guilford conducted a review of the data
utilized by TTCI to develop the regression analysis performed to determine that 0.27 inches was
the appropriate maximum deflection criteria to be utilized in determining whether track modulus
values were greater or less than 2,750 1b./in./in. This data is displayed as Table 2 on page 10 of
the TTCI Report, and reveals variations in the recorded track modulus values obtained through
static testing of as much as 40%, despite the fact the TLV measured the same deflection at each
location. Brake V.S., at 3.0. Specifically, within Zones 7, 10, 18, and 21, the TLV dynamic
testing revealed maximum deflection of 0.38 inches, yet the static track modulus values
measured at these locations ranged from.1,502 Ib./in./in. to 2,472 Ib./in./in. Brake V.S., at 3.0.
Accordingly, despite Amtrak’s claims that the relative deflection data measured by the TLV is a

reliable indicator of track modulus values, TTCI’s own data proves that the actual track modulus,
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as determined by static testing, can vary significantly within the same measured value of relative
deflection.

Additionally, applying the relative deflection data contained in Table 2 of the TTCI
Report to the equation developed by TTCI to arrive at the 0.27 inch maximum deflection criteria
utilized by TTCI to determine track modulus values along the line illustrates the inaccuracy of
this method. For example, applying the deflection data of 0.39 inches found in Zone 23 to the
formula developed by TTCI (identified as equation 2 on page 11 of the TTCI Report) produces a
track modulus measurement of 1,794 1b./in./in. Brake V.S., at 3.0. However, as reported in Table
2 of the TTCI Report, the static testing performed at this location produced a track modulus
value of 1,114 Ib./in./in., a difference of 61% when compared to the value obtained through the
TTCI regression analysis. Brake V.S., at 3.0. Plainly, therefore, the regression analysis utilized
by TTCI is far from a reliable indicator of track modulus values along the Plaistow to Portland
line.

C. TTCI’s USE OF A 25 FOOT MOVING AVERAGE TO CALCULATE TRACK
MODULUS VALUES IS FUNDAMENTALLY WRONG:

In performing dynamic testing using the TLV over the Plaistow to Portland line, TTCI
utilized a 2 foot moving average to gather the deflection data ultimately used to produce the
TTCI Report. However, rather than apply the data developed by means of this 2 foot moving
average to determine locations where the 0.27 inch maximum deflection criteria developed by
TTCI was exceeded, TTCI instead extended the dynamic test data obtained from testing over a
25 foot moving average, after the testing was complete. The result of applying a 25 foot rhoving
average to this data was to dampen the maximum deflection measured by the TLV, thereby

removing hundreds of locations where the TL'V-measured relative deflection exceeds the 0.27
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inch maximum deflection criteria developed by TTCI to determine areas of track modulus values
below 2,750 Ib./in./in. Brake V.S., at 4.0. More specifically, using a 25 foot moving average
serves to disguise locations of low track modulus, particularly where the track modulus values
have been obtained by field testing (as is the case here), because the actual deflection of the track
under the test load already accounts for any variation in modulus in the influence zone of the test.
Verified Statement of Dr. Allan M. Zarembski ( “Zarembski V.S.”), Attachment 1. For example,
within Zones 11 and 23, 67% of the relative track deflection measurements recorded by the TLV
indicated track modulus values below 2,750 Ib./in./in., yet the average of all of these points
indicated a track modulus value of greater than 2,750 Ib./in./in. because one measurement was so
high as to bring this “average” value above 2,750 Ib./in./in. Zarembski V.S., Attachment 1.

Furthermore, when determining whether the AREA criteria for maximum stresses in the rail
base are exceeded, use of a 25 foot moving average approach is fundamentally wrong when
applied to an analysis of rail stress. ' Zarembski V.S., Attachment 1. This is because rail failure
(fatigue, fracture, etc.) develops and occurs at a single location, not over a 25 foot (or any other)
length. Zarembski V.S., Attachment 1. Therefore, averaging the track modulus over 25 feet,
particularly when the measured modulus values are obtained by testing that already reflects any
actual local variation in track modulus, results in a value that significantly distorts and reduces
the calculated stress in the rail. Zarembski V.S., Attachment 1. Since modulus values of
approximately 1800 1b/in/in or less result in rail stresses that exceed the AREA allowable value
of 25,000 pounds per square inch, it is critical that these locations of high stress not be

‘averaged’ out by an artificial averaging process that has no justification in either theory or in the

16 As discussed below, the parties have agreed that the AREA standards must be met in order for Amtrak to operate
over the Plaistow to Portland line at speeds of up to 79 miles per hour on 115 pound rail. In order to determine
whether 115 pound rail is adequate for these speeds, the Board previously determined that two AREA criteria must
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published literature. Zarembski V.S., Attachment 1. When the rail stress values exceed the
allowable stress values, the potential exists for the development of rail fatigue defects that could

result in a potential safety issue. Zarembski V.S., Attachment 1.

D. TTCI WAS REQUIRED TO UTILIZE A MAXIMUM DEFLECTION CRITERIA OF 0.25

INCHES:

Prior to initiating the proceedings that led up to the Board’s Weight of Rail Decision,
Amtrak, NNEPRA and Guilford agreed that the following issue would be presented to the Board
for resolution:

Applying the engineering standards agreed to by NNEPRA and Railroad in the

Rehabilitation Agreement, with particular reference to the engineering standards of the

American Railway Engineering Association (“AREA”) specified therein, what is the

appropriate weight of continuous welded rail to be installed on the Rail Line in order to

ensure the safe, consistent and continuous operation of Amtrak trains at speeds of up to

79 miles per hour? Murray V.S. Attachment 1, at page 3.

Therefore, pursuant to the agreement between the parties, these proceedings were
intended to be conducted in accordance with the AREA engineering standards, a standard that
TTCI blatantly disregarded in selecting a maximum deflection criteria of 0.28 inches
(subsequently altered to 0.27 inches) to determine where dynamic testing indicated areas of low
track modulus values. I’ Rather, by agreemeht, these proceedings were to be conducted in
accordance with the AREA standards, one of which establishes a maximum deflection criteria
0.25 inches for the purposes of determining track modulus values. AREA Manual for Railway
Engineering, Chapter 16, Section 10.2.2.4.C. While Amtrak attempts to justify this change by

asserting that the actual testing was performed using a vertical wheel load of 40,000 pounds, as

be met: (1) the maximum stresses in the rail base should not exceed 25,000 pounds per square inch; and (2) the
largest vertical deflection of the rail must not exceed 0.25 inches. Weight of Rail Decision, at 2.
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opposed to the 33,000 pound load limit originally proposed, this argument misses the point.
Further Clarification Motion, at 26. Because a maximum deflection criteria of 0.25 inches is
appropriate according to AREA, by agreement Amtrak was bound to follow these standards
during these proceedings. Moreover, neither TTCI nor Amtrak attempts to explain why it was
necessary to increase the vertical wheel load to be applied.

Most important, however, is the fact that the AREA standards establish a 0.25 inch
vertical deflection as maximum rail deflection that should not be exceeded, and does not provide
for any variations from that standard. Measured track deflection above 0.25 inches is indicative
of poor track support characteristics, and, according to AREA, rail support that is too soft can
strain or fatigue the rail in bending, and destabilize the ballast. AREA Manual for Railway
Engineering, Chapter 16, Section 10.2.2.4.C. Accordingly, the deviation from this standard by
TTCI was not acceptable pursuant to the AREA standards that control this proceeding.

Moreover, the reason offered by Amtrak in support of the change in wheel load from
33,000 pounds to 40,000 pounds rings hollow. According to Amtrak, “TTCI used the 40,000
pound load because that weight better represents the upper loading range of a freight car
movement taking into account the moving car’s dynamic effects on track and underlying support
structure.” Further Clarification Motion, at 24. Amtrak further claims that because of TTCI’s
use of this heavier load, modification of the 0.25 inch deflection benchmark to 0.28 inches was
“required”, but does not explain why such a change was necessary. Further Clarification Motion,
at 24. Nevertheless, it should be noted that the 40,000 pound wheel load utilized by TTCI also

better represents the loading range of a passenger locomotive taking into account the passenger

'7 While Guilford recognizes that the Board approved certain deviations from the AREA engineering standards in its
Clarification Decision, TTCI’s wholesale abandonment of those standards did have a significant effect on the
accuracy of the results produced in the TTCI Report.
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locomotive’s dynamic effects on track and underlying support structure. Accordingly, the
distinction drawn by Amtrak does not really appear to be distinction at all, because passenger
locomotives will be part of each passenger train consist. Brake V.S., at 3.0. Therefore, it was
completely inappropriate to modify the AREA deflection criteria of 0.25 inches for the reasons
proffered' by Amtrak.

In addition, TTCI’s determination that a 0.27 inch maximum deflection criteria is
indicative of track modulus values of less than 2,750 Ib./in./in. also supports this argument.
Quite simply, if a 0.28 inch maximum deflection criteria was utilized to determine where to
perform follow-up static measurements, known locations of track modulus values that are less
than 2,750 Ib./in./in. would have been missed, because this deflection is actually higher than the
deflection ultimately determined by TTCI to be indicative of track modulus values.

E. TESTING PERFORMED BY ZETA TECH REVEALED TRACK MODULUS VALUES
THAT SIGNIFICANTLY DIFFER FROM THOSE REPORTED BY TTCI:

To further assess the accuracy of the track modulus testing performed by TTCI, Guilford
contracted with Zeta-Tech Associates, Inc (hereinafter referred to as “ZT”) to perform track
modulus testing at various locations along the subject rail line where Amtrak has expressed its
intent to operated at speeds of up to 79 miles per hour. The actual field testing and subsequent
analysis was performed in two ways: (a) in accordance with the standards published by AREA
Manual for Railway Engineering, Chapter 16.10.11.1; and (b) in a method that closely mirrored
the testing methodology employed by TTCI by eliminating slack for the testing process.
Zarembski V.S., Attachment 2.

Sixty-two track modulus tests were conducted at 12 locations where Amtrak has
proposed to operate at speeds of up to 79 miles per hour. The tests were conducted using a

locomotive and empty tank car with known wheel loads, and incorporated the use of a wayside
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level to record deflection as described in the AREA. At each site, multiple measurements were
taken and a 25 foot average was calculated to determine if track modulus values at each location
met the 2,750 Ib./in./in. minimum standard established by the Board. Pursuant to the AREA
track modulus value testing methodology, the 25 foot average in 11 out of 12 sites was less fhan
2,750 Ib./in./in. Zarembski V.S., Attachment 3. Furthermore, pursuant to a testing methodology
similar to that employed by TTCI in performing the September and November testing, 9 of 12
sites showed the 25 foot average below 2750 Ib./in./in.” Zarembski V.S., Attachment 3.

Additionally, the testing performed by ZT found a significant number of locations where
the track modulus values were below 1800 Ib./in./in., resulting in rail stresses that exceed the
AREMA allowable value of 25,000 pounds per square inch. Zarembski V.S., Attachment 3. More
particularly, 47 out df the 62 measurement locations had track modulus values less than 1800
Ib./in./in. when calculated in accordance with the AREA testing methodology. Zarembski V.S.,
Attachment 3. Pursuant to the testing methodology employed by TTCI , 34 out of the 62
measurement locations were found to track modulus values less than 1800 Ib./in./in. Zarembski
V.S., Attachment 3. Interesting, the TTCI Report failed to identify any of those locations where
track modulus values were found to be less than 1800 1b./in./in.3, though examination of the 2
foot moving average data and static test results contained in the TTCI Report clearly show the
presence of these high rail stress locations. Zarembski V.S., Attachment 3.

V. LOW TRACK MODULUS VALUES DO AFFECT TRACK SAFETY

Throughout its Further Clarification Motion, Amtrak repeatedly asserts that track modulus is
a maintenance issue, not a safety issue, most likely to counter the fact that there are significant
areas of low track modulus values along the Plaistow to Portland line, as discussed above. While

Guilford is aware that the Federal Railroad Administration (hereinafter referred to as “FRA”)
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does not currently regulate track modulus as part of its Track Safety Regulations, that is not the
issue. Rather, the real issue is whether poor track support conditions can undermine the safety of
rail operations, and whether the use of track modulus as a tool to identify problems before they
occur can be effective. Guilford believes that these conditions can directly affect the safety of
railroad operations, and apparently TTCI and FRA agree with this position.

In a recent article discussing an the development of a new type of track support, TTCI
stated the following with regard to potential safety problems that can arise due to poor subgrade:

One of the main causes of track geometry degradation is the deterioration of soft

subgrade support. Without remedy, track built on soft subgrade can develop excessive

deformation under heavy axle loads, which, in turn, can lead to excessive track
maintenance costs, which, in the worst cases, can lead to derailment incidents. Geometry
degradation due to soft subgrade support can worsen with an increase train axle loads
and operation speeds. '*

FRA, for its part, has determined that the inspection of track support characteristics is an
important area for future research and development, and has identified automated inspection of
track subsurface layers as an area that needs to be developed over the next five years. In
reaching this conclusion, FRA found:

Poor subsurface conditions result in poor track performance as well as excessive and

uneven track degradation. Uneven degradation results in costly maintenance and

adversely affects track safety."’

Clearly, both TTCI and FRA agree with Guilford that poor subgrade conditions can adversely

affect track safety, and that increased operating speeds can exacerbate poor conditions, leading to

derailments if not remedied. For this reason, Guilford strongly opposes Amtrak’s approach to

'® Dingquing Li, Joe LoPresti, and David Davis, 7TCI R&D: Application and Performance of Hot-Mix-Asphalt
Trackbed Over Soft Subgrade, Railway Track and Structures, January, 2002, at 13 (emphasis added). Exhibit D
hereto.

1% Federal Railroad Administration, Five-Year Strategic Plan for Railroad Research, Development and
Demonstrations, March 2002, at 4-35. (emphasis added). Exhibit E hereto.
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the issue of track modulus, because it reflects an inherent disregard for conducting the safest

operations possible, as opposed to mere compliance with the Track Safety Standards.

Moreover, the use of track modulus values as a means to assess the safety of track is also
entirely consistent with overall scope of the Track Safety Standards, which encourage railroads
to adopt their own safety standards that are more stringent than those imposed by FRA. 49
C.F.R, §213.1(a). As aresult, contrary to Amtrak’s assertions, track modulus values are
relevant to track safety, particularly where, as here, extensive track modulus test results prove
that there are several areas along this line where soft support conditions exist.

In addition, Amtrak is incorrect by claiming that methods such as visual inspections and
track geometry testing will ensure that any track support conditions will be identified before
becoming problematical. Indeed, as FRA stated, “Since ballast, subballast and subgrade layers
are beneath the track structure, they are difficult to properly inspect with purely visual
methods.”®® Moreover, the Track Safety Standards recognize that preventive measure should be
taken in the event that a combination of factors that individually do not arise to the level of being
in violation exist along a rail line. Also, it is important to note that the Amtrak Geometry Vehicle
has inspected this line, and found that several areas that were found to meet the FRA Track
Safety Standards for Class 5 were also located at sites identified by TTCI in its Track Modulus
Exceptions. Brake V.S., at 5.0. As aresult, it is difficult to believe Amtrak’s claims that
traditional inspection techniques will be sufficient to identify track support problems that can
otherwise be measured by track modulus values.

As a final note, as discussed previously Guilford also believes that it is important to note

the results of the track modulus testing indicate that there are at least 75 locations along this line
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,, where the AREA permissible calculated rail stress exceeds 25,000 pounds per square inch

™ ' (“psi”). As found by the Board in its Weight of Rail Decision, rail stress is a strength criterion,
: and its purpose is to prevent rail from permanently deforming due to excessive bending moments
h. and to reduce the possibility of rail breaks. Weight of Rail Decision, at 2. As aresult, when the
""f rail stresses exceed the allowable stress values, the potential exists for the development of rail

: fatigue defects. Accordingly, this is an important safety issue that must be addressed prior to

{Lw» allowing Amtrak to operate at speeds of up to 79 miles per hour over the Plaistow to Portland

E line.

VI. CONCLUSION
For the reasons set forth above, as well as in other filings in this proceeding, Guilford
respectfully requests that the Board deny Amtrak the relief that it is seeking in its Further
Clarification Motion.

Dated: June 7, 2002

! Respectfully submitted,

e Robert B.

L Law Dep
Guilford Rail System

- Iron Horse Park

o North Billerica, MA 01862
(978) 663-1029

M Counsel for:

™ The Boston and Maine Corporation,

B The Springfield Terminal Railway
Company,

and The Portland Terminal Company

1

29

1




QERTIFICATE OF SERVIC :

I hereby certlfy that on thls 10th day of June 2002 1 caused to be served by the means S |

" mdlcated below a copy of the foregomg Reply in Opposmon of the Boston and Mame i
Corporatlon the Sprmgﬁeld Termmal Rallway Company and the Portland Terminal Compan

e on the followmg - ,
‘ s .'f;S Mark Lindsey, Esquire
Lo Chlef Counsel : '
- Federal Railroad Admmlstratlon
- 1120 Vermont Avenue, NW.
. Washington, D.C. 20590 -
G ﬂ)y Federal Express)

AT Natlonal Assomatlon of Rallroad Passengers 8
" c/oMr.Ross Capon

- 900 Second Street, N.E., Suite 308

e Washington, D.C. 20002 :
il _k,,ig"(by Federal Express)

o JamesE Smith, Esquire
~ State of Maine
s e 1 ”DepartmentofTransportatlon
ke 16 State House Station :
Soeen DT Augusta, Maine 04333-0016-
- - (by Federal Express)

 George W. Mayo, Jr., Esquire -

: s e s " Hogan & Hartson LULWP. _

o .. 555 Thirteenth Street, N.W. v

P 5% J“:., .« . .7 Washington, D.C. 20004-1109
IR S (by Federal Express) ‘

gt o 0 F.Bruce Sleeper, Esquire
e ijensen Baird, Gardner&Henry
~ . Ten Free Street
S ,Portland, Maine 04112
. (by Federal Express)

Sl Nathaniel M. Rosenblatt, Esquire

©*" Farrell, Rosenblatt & Russell -
T "2 61 Main Street, Suite 1 T S
... . Bangor, ME 04401 e R e e
oM . (byFederal Express) %

e RobertB llfford




VORI . i b } I

lis-ans

b

EXHIBIT A

[

£ i

3

s




([FIA

sl |

Sl

g

C

g

i

;Ielp Passenger Rail by Privatizing Amtrak

Cato Policy Analysis No. 419 ' November 1, 2001

Help Passenger Rail
by Privatizing Amirak

by Joseph Vranich and Edward L. Hudgins

Joseph Vranich served on the Amtrak Reform Council from February 1998 to July 2000, He
has also served as president and CEQ of the High Speed Rail Association and executive
director of the National Association of Railroad Passengers. Edward L. Hudgins is director of
regulatory studies at the Cato Institute.

Executive Summary

The airport shutdowns and fear of fiying that followed the September 11 terrorist attacks
gave Amtrak a boost in ridership. But the government-owned and government-operated
passenger railroad, established by Congress three decades ago, will not likely be able to take
advantage of a public demand for alternatives to air travel. Since its creation Amtrak has
received nearly $25 billion in taxpayer funding, and there is no prospect that it will ever
break even. Unfortunately, Congress i is now proposing to throw billions of dollars in new
subsidies at Amtrak.

In the Amirak Reform and Accountability Act of 1997 Congress mandated that if Amtrak is
not financially self-sufficient by December 2002 it must be restructured and liquidated.
Secretary of Transportation Norman Mineta recently said that Amtrak would not meet that
deadline.

Amtrak has failed to secure an increasing portion of Americas growing transportation
market. It carries only about three-tenths of 1 percent of all intercity passengers. Its on-time
performance on most routes is terrible, and it covers up this fact by measuring punctuality at
a limited number of stops and building in lots of extra time before those stops.

Many of Amtraks trains run much more slowly today than did trains on the same routes
earlier this century. Moreover, Amtrak uses creative accounting to disguise its financial
problems. For example, Amtrak receives many subsidies from government agencies and has
recently abandoned standard accountmg practices to hide operating expenses as capital costs.

Congress established an Amtrak Reform Council to monitor Amtraks financial performance
and decide whether the railroad can meet its deadline for becoming operationally self-

- sufficient. Amtrak clearly will not meet that goal. It is time for the council to make this

finding official and begin the mandated process of restructuring and liquidation.
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Help Passenger Rail by
Privatizing Amtrak

by Joseph Vranich and Edward L. Hudgins

Executive Summary

The airport shutdowns and fear of flying that
foliowed the Septernber 11 terrorist attacks gave
Amtrak a boost in ridership. But the government-
owned and government-operated passenger rail-
road, established by Congress three decades ago,
will not likely be able to take advantage of a pub-
lic dermand for alternatives to air travel. Since its
creation Amtrak has received nearly $25 billion in
taxpayer funding, and there is no prospect that it
will ever break even. Unfortunately, Congress is
now proposing to throw billions of dollars in new

subsidies at Amtrak.

In the Amtrak Reform and Accountability Act
of 1997 Congress mandated that if Amtrak isnot
financially self-sufficient by December 2002 it
must be restructured and liquidated. Secretary of
Transportation Norman Mineta recently said
that Amtrak would not meet that deadline.

Armtrak has failed to secure an increasing por-
tion of America's growing transportation market.
It carries only about three-tenths of 1 percent of

all intercity passengers. lts on-time performance
on most routes is terrible, and it covers up this
fact by measuring punctuality at a limited num-
ber of stops and building in lots of extra time
before those stops.

Many of Amtrak’s trains run much more
slowly today than did trains on the same routes
eartier this century. Moreover, Amtrak uses cre-
ative accounting to disguise its financial prob-
lems. For example, Amtrak receives many subsi-
dies from governiment agencies and has recently
abandoned standard accounting practices to
hide operating expenses as.capital costs.

Congress established an Amtrak Reform
Council to monitor Amtrak’s financial perfor-
mance and decide whether the railroad can meet
its deadline for becoming operationally seif-suf-
ficient. Amtrak clearly will not meet that goal. It
is time for the coungcil to make this finding offi-
cial and begin the mandated process of restruc-
turing and liquidation.

Joseph Vranich served on the Amirak Reform Council from February 1998 to July 2000. He has also served as pres-
iderit and CEOQ of the High Speed Rail Association and executive director of the National Association of Railroad
Passengers. Edward L. Hudgins is director of regulatory studies at the Cato Institute.
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The nation
should not stay
wedded to the
Amtrak para-
digm, which has
been a colossal
failure for 30
years.

g

Amtrak and the Aftermath
of the September 11
Terrorist Attacks

In the immediate aftermath of the terror-
ist attacks of September 11, 2001, and the
subsequent shutdown of commercial air
travel, Amtrak reported that it carried twice
the usual number of passengers on its trains
between Washington and New York and saw
increased ridership throughout the country.
The ternporary closure of Reagan National
Airport also put Amtrak in the unigue posi-
tion of being the fastest means of transporta-
tion from downtown Washington to New
York.? Amtrak also boosted revenues from
increased shipments by the US. Postal
Service and United Parcel Service.

Amntrak crowed about “coming to the res-
cue of 100,000 passengers nationwide” and
being "a viable form of transportation.” Yet,
despite those public pronouncements, it was
later learned that Amtrak's Beech Grove,
Indiana, maintenance facility asked employ-
ces to "double their production” and said
“the biggest push” was on repairing mail cars
and baggage cars, not passenger cars.”

The proper objective for Amtrak during
such a time of need would have been to repair
as many sidetracked passenger cars as possi-
ble. So mugch for Amtrak going the extra mile
to move people in a pinch and taking advan-
tage of an opportunity to attract passengers
permanently to rail travel.

As more aircraft returned to the skies,
reports indicated an easing in the number of
sold-out trains. Inquiries to Amtrak about its
traffic failed to clarify if the passenger surge
was lasting. By Septernber 20, Amitrak's West
Palm Beach traffic was “thinning out and
returning to normal.” One week later the Los
Angeles Times reported:

The surge of passengers who flocked
to Amtrak trains in the days after the
terrorist attacks has begun to sub-
side, dimming hopes that the interci-
ty rail ‘service could attract lots of

new passengers amid the airline cri-
sis. . . . Amtrak officials provided few
specifics concerning ridership totals
following the terrorist attacks. They
said, however, that ridership nation-
wide was up an estimated 17% in the
first week . . . . On Wednesday {Sept.
26}, Amtrak said the increase since
the attacks had fallen to somewhere
between 10% and 13%. They declined
to provide week-by-week or dally
breakdowns of ridership. An infor-
mal survey conducted Wednesday by
Carison Wagoniit Travel, one of the
nation's biggest travel agency chains,
also suggested only a slight switch to
riding the rai is.f '

Amtrak Trips Now More Cormpetitive?

The market for passenger train service
may have expanded because the added time
required for airport sedurity checks—some
airports recommend arriving four hours
before a flight—makes trains more competi-
tive. That certainly is true on the Boston-New
York-Washington rotte, and may be true for
a few more niche markets.

Consider the Chicago-St. Louis rail line,
Amtrak allots 3 hours and 17 minutes to
travel the Chicago-Springfield: segment, a
schedule that is not normally competitive
with air travel. But when allowing for an
extra hour or two at the airport, the schedule
on this segment becomes competitive with
aviation. The key is to keep expectations real-
istic—the 5 hours and 40 minute schedule for
the entire Chicago-St. Louis route means the
train stift cannot compete with air travel
times. In light of increased airport delays, it is
reasonable to assume that trains would be
competitive with air travel on routtes that are
25 to 60 miles (depending on the speed of the
train) longer than routes that were previous-
ly considered competitive, provided the terri-
tory invoived aligns with an air market. And
the longer the air delays, the longer the addi-
tionai distance over which rail woulid be corm
petitive.

This smalt Amtrak competitive advantage
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ignores the possibility of extra time that rmay be
needed for security checks in train stations.
Amitrak now requires passengers to show valid
photo identification when buying tickets and
checking baggage. Amitrak is working with the
FBI to determine if it should institute measures
such as screening baggage and checking pas-
sengers through metal detectors. Meanwhile,
US. Department of Transportation secretary
Norman Y. Mineta has questioned the need to
require rail customers to pass through metal
detectors before boarding Amtrak trains.®

Additional experience is needed to deter-
mine the degree to which these changing fac-
tors will help or hinder Amtrak.

Overreaching in Washington

In a dispiay of political opportunism,
Amtrak is reqiuesting $3.2 biltion in "disaster
aid” even though no disaster exists at
Amtrak’ In fact, Amtrak has profited from
travelers’ reluctance to fly. Amtrak’s request-
ed bailout is more excessive than the one the
alrlines received. Consider that airtines aver-
aged 1.8 million passengers a day and
received $5 billion in grants and $10 biltion
in loan guarantees. Amtrak carries fewer pas-
sengers—typically 60,000 a day, and up to
80,000 at the peak of the airline diversion—
but wants a whopping $3.2 billion in gratits.
The disparity should surprise no one because
Amtrak has no upper limit to the amount of
subsidies it seeks. Amtrak's current politicai
posture is a low point in Amtrak’s history. As
one congressional aide toid Reuters,
"Amtrak’s agenda, as usual, Is capitalizing on
[the attacks] in a bogus way.""° )

It must be acknowledged that Amtrak
would use a portion of the funds to correct
fire and safety problems in the tunnels lead-
ing to New York's Penn Statiory. But that very
lack of repairs is an indictment of Amitrak
policies, Amtrak has long known about the
needed work; as the first report pointing to
the problern was issued in 1978, *and other
reports have been issued since.! 2But Amtrak
failed to launch a tunne! improvement proj-
ect for 23 years while it squandered billions

‘of dollars on lightly used trains elsewhere

and on glamorous projects that yielded a
poor rate of return. If given the funding,
Amtrak wiil undertake needed tunnet work.
But Amtrak also will waste a good portion of
the $3.2 billion on pork-barre! trains that
serve few travelers. :

Amtrak also is poised to benefit from
three other pieces of legisiation.

Undler consideration is the $12 bittion High
Speed Rail Investment Act of 2001, which
would not really bring about high-speed trains
{more will be said about this later).

Also being discussed is an ill-advised stimu-
lus package that inctuces $37 billion, a good
portion of which would expand Amtrak.’
Commented one editorial, A vastly expanded
passenger rail system would do little for the
nation'’s security and, if the system is a white ele-
phant, the short-term econoric stimuius
woulld becormie a long-term economic burden,” *

One measure, named the Rail
Infrastructure Development and Expansion
Act for the 21st Century, or RIDE-21, pro-
poses to spend $71 billion on a broad range
of railroad-related projects.’ > Although the
bill appears to minimize Amtrak's participa-
tion, the fact remains that Amtrak’s de facto
monopoly in intercity passenger service posi-
tions the railroad to feed at this additional
government trough.

The rush to throw money at Amtrak rep-
resents government at its worst. The nation
should not stay wedded to the Amtrak para-
digm, which has been a colossal faiture for 30
years, because terrorists’ acts have boosted
train travel. Amtrak is the same rmismanaged
organization after September 11 that it was
before that date. Additional subsidies will do
nothing to reverse Amtrak’s high costs and
abysmal productivity and are likely to further
institutionalize poor Amtrak practices.

Choosing to expand rail service through
Amtrak instead of induce the creation of
new, more efficient entities reflects more
than the usual lack of governmental imagi-
nation; it reflects congressional panic and a
dedication to a dysfunctional systerm, both of
which are counterproductive to mesting
future transport needs.

The giveaway
fares appear to be
a move to build
ridership at any
cost. Unfortu-
nately, that cost
could be billions
of dollars in new
taxpayer
subsidies.
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A string of
reports in recent
years paints a
picture of a rail-

« road that is
unable to control
expenditures,

Amirak’s New Fares a Clue to Its
Troubles

Arntrak’s central marketing ploy has long
been to offer low fares, one thing that has
made federal subsidies per passenger rmuch
higher for Amtrak than for any other mode
of transportation. But why must Amtrak
launch a new round of super-cheap fares
after the post-Septernber 11 influx of airline
travelers? A September 29 check of Amtrak’s
Web site reveals travelers can “save up to 70%
off regular coach fare.” These “exclusive
ontine fares,” even with Amirak limiting the
seating, are astonishing. For little more than
the price of a roundtrip on Washington's
subway, it's possible to ride Amtrak from
Indianapoilis to Chicago. Generally effective
October 9, the one-way fares are

$3.40—Indianapotis to Chicago
(This fare was $6.23 in April 1953.)%
$3.90~5t. Louis to Bicomington, {i1.
$6.60—Chicago to Jeffersonviile
{Louisville)

$11.70—Cleveland to Philadelphia
$12.20—Chicago to Harrisburg
$13.60—Seattle to Vancouver, B.C.
$15.90—Sacramento to Bakersfield
$16.00—Pniladelphia to Chicago
$17.20—Cnicago to Detroit (The
Amtrak fare in 1971 was $16.25.)"’
$17.40—Chicago to St. Louis (The
Amtrak fare in 1971 was $13.50)"°

Other oddities: Take, for example, a train
that Amtrak repeatedly calls a "success —the
Texas Eagle, which runs between St. Louis and
San Antonio. Amtrak offers a discount fare of
$81.60 for exceptionally long periods, for
example, from Septernber 25 through
December 17, 2001, and from lJanuary 7
through June 14, 2002. Cut-rate deals are aiso
available in the busy Washington-Boston
Northeast Corridor, where Amtrak says the
traffic increase has been most ;:;mnom’xcecl.1 s
Amtrak is still offering a "buy two, get cne
free” promotion for rides on the Acela Express
between Boston and New York™

As of Septemmber 29, attempts to book

space at the super-cheap fares succeeded on a
number of days associated with heavy
Thanksgiving travel?’ Policymakers who
control the public’s purse strings must ques-
tion Amtrak’s costly practice of instituting
giveaway fares during busy travel seasons and
while supposediy inundated with airline trav-
elers. The giveaway fares appear to be a move
o build ridership at any cost. Unfortunately,
that cost could be billions of dollars in new
taxpayer subsidies.

Amtrak and lts Future Riders

Wil Amtrak’s new riders stick with the
raitroad? History says no. The nation suf-
fered a major shutdown of commercial avia-
tion in 1966 when labor strife caused simul-
taneous strikes at virtually every U.S. airline
for several days, The effect onrail traffic, then
operated by private railroads, was electrify-
ing. Passenger trains were full for the first
tirme in years and long Jines were seen at tick-
et windows. Prior to this strike, the passenger
train had been in a long downward spiral,
and it was typical for traffic to decline by 7 or
8 miltion passengers from year to year. In
1966, however, the airline strike caused a lev-
eling off in the decline to only 996,000 pas-
sengers. But when the airplanes returned to
the skies so did the passengers. The 1997
traffic fell by 7.2 million passengers com

" pared to the prior year, rather typical for that

era’? Amtrak will not experience such a
sharp loss, because the billions of dollars it
receives in taxpayer subsidies enable it to
retain riders through pricing schemes. The
private raifroads that preceded Amtrak had
no such access to public suibsidies.

A fabor ‘strike Is different from a wide-

spread fear of flying, but even terrible air

crashes have failed to spark a long-term shift
to passenger rail. On May 25, 1979, an
Arnerican Airtines DC-10 crashed after takeoff
from Chicago's O'Hare International Airport,
resulting in the highest death toll in American
aviation history. Amtrak experienced a traffic
gain, which quickly dissipated.

Consider the peak of the 1995 summer
travel season. New York's three airports were
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placed under tightened security because of
threats of terrorist attack. Airline passengers
endured many delays as security checks
intensified. For several weeks, hundreds of
flights were clelayed. Yet, Amtrak’s patronage
went down a million from the year before.
Safety fears mounted sharply in 1996,
when within two months a Valulet DC9
crashed in the Florida Everglades and a TWA
Boeing 747 crashed into the Atlantic Ocean
off the Long Island coast. In 1997, airfine acci-
dents occurred in the Dominican Repubic,
Peru, Nigeria, Zaire, Brazil, Ethiopia {a hijack-
ing), and Indonesia. India suffered the world's
worst rmidair coltision. Stili, Amtrak traffic
dropped lower in each of those two years than

‘in any year between 1985 and 1995.

Other examples demonstrate that Amtrak
traffic surges evaporate when caused by
external events. In the 1970s the United
States suffered two gasoline shortages. The
first resuited from the outbreak of the Arab-
Israeli War in Qctober 1973, when OPEC
imposed an oil embargo against Western
countries; the second resulted from lran cut-
ting its oil production for six months prior to
Aprit 1979. Each time, airline fares and gaso-
line prices skyrocketed, and lines of cars wait-
ed at filling stations. Both times Amtrak rid-
ership surged. A typical headline read
"Gasoline Lines and Cost of Flying Leading
Many to Try Rait Travet."”? But in each case,
when fuel became more readily available
Amtrak ridership declined or stagnated.
Nine years went by before Amtrak carried
more passengers than it did in 1979,

Amtrak's Future with Airline Passengers

Admittedly, fear of flying is different
today than it was in the past. No one knows
what travel trends will evolve, but it is known
that Amtrak does not enthrall ail airline pas-
sengers. Anecdotal evidence is building that
airline travelers resist traveling by Amtrak.
Consider:

® Many business travelers say it's hard to
beat jetliners for long trips despite the
new safety concerns. . . . " lime is

money, said Joe McClure, a Los
Angeles-area travel agent and owner of
Montrose Travel. 'Corporate travelers
don't have the time to waste getting
from point A to point B."* That view
was echoed by Kelly Kuhn of Navigant
Internationat in Chicago, who' said:
“We certainly have not seen an increase
in seling tickets. Amtrak is not really a
viable option."®

® A leisure airline traveter, Kathy Brown
of Santa Barbara, says for a long vaca-
tion Amirak is out of the question
because "it would take me two or three
days to go where | want to go by
Amtrak.”®

¢ Amtrak’s lack of security measures
prompted Danielie Fidier of Alexan-
dria, Virginia, towrite: "It is inexcusable

for Amtrak to neglect even the most .

basic safety precautions. Although | am
scheduled to take the train to New York
soon, | think 1 would rather fly.
Lavita Jones of Los Angeles boarded
Amtrak’s Metroliner, saying: "It's just
like it's another day. Anyone could just
walk on with anything. | feel safer onan
airplane.”® Aifred Benner, a Michigan
businesstman, said: “The security iseven
worse on trains than planes, ['il be dri-
ving to Boston to see my family over the
holidays, thank you very much.”®

® Conditions aboard trains leave cus-
tomers unimpressed, or worse. Passen-
ger Steven Green, planning to return to
New Jersey from Florida . on Amtrak,
wondered, "How bad could it be? By
the time he got off the train almost 30
hours fater {and more than four hours
jate) he knew. . . . He was awakened
every time the door in the car opened
and slammed shut. . .. Then there were
the bathrooms, which he says weren't
cleaned en route.and became filthy. '}
refused to use them,’ he says. 'The best
thing about the train was getting
off."?

Thus, even in light of the changes in the

w2l -

To cover short-
term operating
losses Amtrak
mortgaged Penn
Station in New
York as collateral
for a $300 million
foan.
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Congress passed
the Amtrak
Reform and
Accountability
Actof 1997 inan
attempt once and
for all to deal
with Amtrak’s
three-decades-old
probiems.

transportation market that have resulted
from the September 11 attacks, the future of
Amtrak must be considered in light of its his-
tory and current operational problems.

Amtrak’s Current
Financial Crisis

Aviation crisis or no, Amtrak is doomed to
perpetual faifure. In recent years Amtrak has
received a record level of public subsidies to
improve service, boost efficisncy, and set the
stageto-be free of federal operating hand-
outs. But the railroad continues to provide
inadecjuate service to many of its passengers,
has become less efficient, and shows little
sign that it can survive without substantial
federal operating funds.

Amtrak’s legacy of failure dates back to
May 1, 1971, when it was established by
Congress as a federally owned and operated
passenger railroad. At that time policymak-
ers believed that passenger rail service was
important enough to necessitate the govern-
ment running such a systern. Nixon adminis-
tration correspandence on Amtrak stated, "1t
is expected that the corporation would expe-
rience financial losses for about three years
and then become a self-sustaining enter-
prise.”® ' In fact, since its creation the systemn
has always run at a loss, requiring substantial
subsidies to keep it afloat.

Infusions of $3.91 piltion in federal subsidies
from 1998 through 2000 provided Amitrak with
more taxpayer funding than in ariy other 3-year
period in its 30-year history. But it ssems that the
more Amtrak receives, the greater its financial dif-
ficulties. According to recent congressional testi-
mony by the inspector general of the US.
Department of Transportation, “Four years into
its mandate for operating self-sufficiency, Amirak
should be showing signs of significant improve-
ment, not standing in place or, worse, mMoving
backwards." 2

Amtrak’s credibitity has suffered as execu-
tives have repeatedly issued glowing reports
about recent revenue increases.” * But astring
of reports in recent years paints a pictureof a

raitlroad that is unable to control expendi-
tures or generate adegux
from the 1994-99
such warnirigss:
Amtrak was borrowing money to pay for
operatingexpensss; " ifichadingthose for pay-
roll, fuel, ticket stock, and food.”* In
September” 2000 the General Accounting
Office warned, "While Amtrak has ‘spent
money to rmake money, it has realized little
benefit from the expenditures it has made,"°
In March 2001 5 GAO representative told
Congress, "Amtrak has made minimal
progress in reducing its budget gap in order
to reach operational setf-sufficiency.”® But
on July 25 the GAO admitted: "t is very
unlikely that Amtrak can operate a national
intercity passenger rail system as currently
structured without substantial federal oper-
ating support. The outlook for it achieving
operational self-sufficiency is dim.”’

The Department of Transportation,
Office of the Inspector General, had warned
in March 2001: "Amurak’s overall financial
results have not improved significantly since
1999. . . . Our assessment of Amtrak’s 2000
business plan identified a number of ele-
ments that are unlikely to perform as Amtrak
had expected. If no corrective action were
taken to compensate for them, Amtrak’s cash
toss wouild be about $1.4 biilion more than it
projected over the four-year period 2001
through 2004 %

A principal problem is that costs are rising
faster than revenues, according to congres-
sional testimoryy given in July by the DOT
Inspector General (DOT |G):

Amtrak’s fiscal year 2000 operating
toss of $944 million, including
depreciation, was $28 million more
than its 1999 loss and the largest in
Arntrak’s history. . . . The picture
" remains bleak into 2001, where in
the first eight months revenues grew
by $15 miilion over the same period
a year earlier but cash expenses grew
by $53 mitiion.. Moreover, as of
September 2000, Amtrak's long-
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term debt and capital lease obliga-
tions totaled $2.8 bililion, an increase
of $1 bittion over 1999.%

To cover short-term operating losses until
a new federal appropriation becornes available
in October, Amtrak mortgaged Penn Station
in New York as collateral for a $300 million
1oan.” ° Said Sen. John McCain (R-Ariz.):

| am informed this transaction was
out of desperation because Amtrak
would become insolverit within the
next month without an immediate
infusion of cash. . . . | also under-
stand the actual cost to repay the
$300 mittion dotlar loan will be near-
ly $600 mitlion over the 16-year life
of the loan. How is funding a few
months of operating costs over a 16-
year period a sound business judg-
ment? It simply isn't.*

Amtrak’s financial condition remains pre-
carious despite the loan. In July 2001 the rail-
road offered 2,900 employees a voluntary sep-
aration through early retirement and other
incentives.”” Whether that effort will be suc-
cessful remains to be seen. As GAC notes:

Amtrak attempted to reduce its
managernent staff in 1994 andg 1995
by offering employees early retire-
ment and buyouts to leave the com
pany. As a result Amtrak’s manage-
ment staff declined by a total of
about 15 percent between 1994 and
1995. But, by 1999, the number of
management employees was almost
the same as it was in 1994. Union-
represented ernployment declined 7
percent from 1994 through 1996.
But union-represented employrment
has aiso grown since then, and, in
1999, Amtrak had more union-rep-
resented workers than in 1994.43

- Areport issued by the Working Group on

that Amirak faces a major liquidity crisis and
probable bankruptcy, long-distance trains
make mare sense as "rolling National Parks,”
passenger rail service should be opened to
competition, Amtrak’s monopoly should
end, and reforms launched by Amtrak have
not paid oft."

The Amtrak Reform Council echoed
many of these views by stating in Marech
2001: "Amtrak’s performance in FY 2000 was
approximately $100 miition short of its goal.
Revenues were lower than expected, costs
were higher than planned, and productivity
improvernents did not produce measurable
financial gain."*

Al of these findings should come as no sur-
prise in light of some of GAQ's conclusions about
Amtrak’s chronic problerns. For exarmple:

® "Amtrak’s expenses were at least two -

times greater than its revenues for 28
of its 40 routes in fiscal year 1997. In
addition, 14 routes lost mere than
$100 per passenger carried.”*

® "During fiscat year 1997, five Amtrak
routes each carried more than 1 rillion
passengers, accounting for nearty 60 per-
cent of the railroad's ridership. In contrast,
17 Amtrak routes carried only about 10
percent of Amitralc’s totat ridership.”*

® "During fiscal year 1997, fewer than
100 passengers, on average, boarded
Amtrak intercity trains and connecting
buses per day in 13 states . . . the rela-
tively large number of states with rela-
tively low ridership; along with other
financial performance data, is indica-
tive of Amtrak’s financial perforrance

Congress has virtuaily ignored those find-
ings and, in defiance of all logic, is consider-
ing additional funding boosts for Armtrak.

Setting Low Reform Goals

Congress passed the Amtrak Reform.and

Intercity Passenger Rail in June 1997 found  Accountability Act of 1997 in an attempt

Amtrak has yet to
use its freedom o
discontinue a sin-
gle money-losing
service.



Wit el

1

£
j .

3

.

|

L

'mmq

_ pom

Amtrak's worsen-.
ing financial loss-

es indicate that
the railroad failed
to wisely invest its
“income tax
refund” on "high
rate-of-return”

projects selected

after "rigorous
evaluation.”

once and for alt to deal with Amtrak's three-
decades-otd problems. But Anthony Haswell,
who is sometimes referred to as the "father”
of Amtrak and who helped write the 1970
law that created Amtrak, saw the legislation
as setting modest goals. He wrote, "In view of
Congress's impatience with Amtrak’s chron-
ic deficits and underwhelming market per-
formance, the reforms it demanded were rel-
atively few and unobjecticnable.”® Indeed,
the ARAA is a pale shadow next to the imag-
inative methods foreign nations have used to
truly reform their railroads. Consider the sig-
nificant features of the ARAA:

® Amtrak must be financially seif-sufficient
by FY 2003, that is, by Decemniber 2, 2002
After that it will no longer receive federal
operating subsidies, although it will
rernain eligible for capital subsidies.
Amtrak President George Warrington
has camplained that this requirement is
an "artificial political test."®

® A new seven-person Reform Board of
Directors was to be composed of indi-
viduals with “"technicat quatifications,
professional standing, and demon-
strated expertise in the fields of trans-

portation or corporate or financial

management.” But President Clinton
appointed mostly politicians with no
relevant expertise and reappointed two
members from the predecessor board
and cne who had served earlier in the
decade.

e Amtrak was given freedom to change
its route system in response to the mar-
ketplace, uniike under the congression-
ally mandated “basic system” of the
past. Though Amtrak president
Woarrington still complains about poli-
cies that require the railroad to provide
services but fail to provide adequate
funding,’ ' Amtrak has yet to use its
freeclom to discontinue a single money-
losing service that was in operation the
day the law passed.

Trese modest reforms so far have failed to

change Amitrak's status quo.

Amtrak Squanders an
“Income Tax Refund”

In section 977 of the Taxpayer Relief Act of
1997, Congress required that the Internal
Revenue Service give Amtrak a $2.184 biltion
“income tax refund’—even though Amtrak
has never paid federal income taxes.> ? Armitrak
received the funds intwo equal installiments in
fiscal years 1998 and 1999.

Congress meant for the funds to be spent
for "the acquisitionn of equipment, rolling
stock, and other capital improvements” and
payment of interest and principal on obliga-
tions incurred for such purposes.”’ At the
time, Amtrak argued for the funding by
asserting it would "make it less expensive to.
operate the national passenger rail system.”*

The ARC had a statutory responsibility to
rmake certain that Amitrak “tax return” expen-
ditures were used wisaly. The first Amtrak
report describing TRA-financed projects was
repiete with phrassology stating that Amtrak
was making a “wise investment” of its
resources and that funds were being commit-
ted for “high rate-of-return” projects selected
after “rigorous evaluatior.””

Amtrak was within legal bounds in using
the moeneyin part to repaya pertion of a $2.8
biltion debt to the private capital markets
and in part to invest in high-yield,
interest-bearing accounts. But such spending
still did not result in a large return on invest-
ment, which was what the "income tax
refund” was supposed to prodtice.

The first TRA report suggested Amtrak
was still following discredited spending pat-.
terns by ignoring high market-growth oppor-
tunities. Amtrak’s first expenditure of $360
million was spread across a broad geograph-
ic area. Half of that expenditure went to the
feast profitable routes, where the money pro-
duced noreturn on the investrment.® Amtrak
threw good money after bad.

When questioned, * ' Amtrak officials were
unable or unwilling to provide sufficient
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information to indicate how TRA expendi-
tures would rmove Amtrak toward batancing
its budget or how project rates of retum
would help reduce losses on individual poor-
performing routes. Amtrak asserted it was
"not producing the data in that context at
this time."® Yet when | worked in Amtrak
headquarters in the 1970s and served on the
Passenger Service Committee, we recont
mended capital expenditures to the board on
the basis of just such estimated rates-of-
return. The fact that Amtrak's more
advanced accounting systems cannot gener-
ate such information today reflects either
wiliful obstruction or gross mismanagement.
The ARC's difficulty in securing information
from Amtrak suggests that Amtrak is not
serfous about reforming its wasteful ways.
The ARC eventually reported significant

_ problems in how TRA funds were used. In

2000, the council stated, "Amtrak has not used
a significant portion of the funds for the kinds
of high-priority, high-return investrments that
will help its bottom line.”° Early in 2001 the
ARC reported, "Through Decernber 31, 2000,
about $590 million—or 26 percent of total TRA
commitments—have in effect been used for
expenditures thatmostcompanies and general-
ly accepted accounting principles . . . would
treatasordinary operating expenses or requiired
capital expenditures.®®

In February 2000, the GAO stated that
Amntrak's quarterly reports to the ARC on the
use of TRA funds “do not fully disclose the
extent to which Amtrak has used these funds
for equipment maintenance. As a result these
reports are less useful than they could be in
helping the council comply with its responsi-
bility to monitor Amtrak’s use of Taxpayer
Retief Act funds.” " Again, history was replay-
ing itself as the GAO'’s comments echoed the
assessment by the Working Group on
Intercity Passenger Rail, which found that
Amtrak subsidies “are not directed to activi-
ties of maximum benefit."8 2

Amtrak’s worsening financial losses indi-
cate that the railroad failed to wisely invest its
"incomne tax refund” on "high rate-of-return”
projects selected after “rigorous evaluation.”

Amtrak’s Credibility Crises

Amntrak officials have continually assured
Congress, the public, and the press that
Amitrak is getting its finances in order and
improving the quality of its service. When
questioned about problems Amtrak officials
offer easy answers and rosy prédictions. Buta
close ook at the railroad calls its credibility
into serious question. That is why Amtrak is
beginning to pay the price for incessant
hyperboie about "progress” as its bank bal-
ances and credibility are diminishing. Many
jong-term Amtrak observers agree with
Senator McCain's testimony before a Senate
iearing in June 2001:

| trust one of the Subcommittee’s
goals is to receive an accurate assess
ment of Amtrak's current financial
situation and not to simply sit
through ancther day of testimony
from Amtrak as it spins the “facts,”
provides only half-truths, and makes
more promises:that will go urnmet. . ..
fsn't Amtrak under an obligation to
provide the Congress with accurate
and timely inforrmation? Do we need
to start swearing in Amtrak witnesses
before our hearings begin in order to
help enswre we receive honest testi-
mormy?® '

Disparaging comments regarding Amtrak are
frequent because of the railroad’s misrepre-
sentations in 10 areas involving policymak-
ing—and performance.

Credibility Crisis # 1: Acela Express Delays

The media have widely reported that the
Acela Express is one year behind schedule.
That time delay is technically accurate only if
delivery dates for Acela Express trains are
compared with the manufacturer's contract
deadlines. In terms of high-speed rail promis-
es that Amtrak made to Congress when
requesting funds, Amtrak is two and a half
years behind schedule. The inaugural of

Amtrak is begin-
ning to pay the
price for inces-
sant hyperboie
about "progress”
as its bank bal-
ances and credi-
bility are dimin-
ishing.
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Had Amtrak

opted to purchase
such proven tech-
nology, it could
have had high-
speed rail in oper-
ation in the
Northeast
Corridor as early
as 1996-97.

high-speed service was supposed to occur in
1998; Amtrak’'s Acela Express started in
Decermber 2000. :

The costs of Amtrak-developed high-speed
rail in both delays and money began with the
decision concerning equipment design. On
February 1, 1993, Amtrak began operating the
X2000, a high-speed tilting train used in
Europe. Passenger reaction was enthusiastic—
one saying "l thought | had walked onto a
cloud"—as travelers took in the X2000's iuxu-
rious touches including “large plush seats,
wheelchair lifts, carpeting, coffee stations in
each car, telephones, fax machines, and elec-
tronic displays”™ The train's performance
was superior to that of all existing Amtrak
trains, and the speed capability, at 155 mph,
meant the train could shave 15 minutes off
the schedule of the fastest New York-
Washington Metroliner.®® The performance
was equivalent to that of the Acela Express.
Although the X2000 was tested successfully,
the train required modifications to meet
American rail safety standards. The train's
Swiss-Swedish manufacturers were prepared
for that engineering task and promised to
build the X2000 in this country.

Had Amtrak opted to purchase such
proven technology, it could have had high-
speed rail in operation in the Northeast
Corridor as earty as 1996-97. But Amtrak
decided instead to design a new irain, a com
petence it is not known for, and the result is
the delay-prone Acela Express and several
years worth of diminished revenue-generat-
ing capacity.

Consider the chronology:

May 19 7993 When initiating the high-
speed train procurement, Amtrak said that in
order to qualify a firm must be able to "deliv-
er two complete train sets by Aprit 1996 and
the remainder of the train sets within two
years thereafter. "5

Novemnber 3, 1993, "Amtrak plans to award
a contract by the middie of 1994 with the
first trains being delivered two years fater.™’

March 17, 1994. The projected delivery date
slipped as Amtrak officials informed
Congress: "Two advance versions of the train

et o

sets are expected in early 1997 for testing.
The remaining 24 train sets will then go into
production, with the final train set arriving
in 1999.7%8

Cctaber 6, 1994. Amtrak reiterated the dead-
lines, adding: "The 26 high-speed trains will
attain top speeds of 150 miles per hour. ... The

. procurement award is expected in early 1995,

10

. It 1s expectéd by the year 2000 that more than
three milliofi additional passengers will be
attracted to the service.” Amirak also reiterated
its prornise that New York-Boston travel time
wouild be reduced to "under three hours.®

March 17, 1996. The Associated Press
reported that Amtrak had selected a consor-
tium to build the trains that would “go into
service by 1999, a two-year slip from the
1997 start date.”°

March 11, 7998, Amirak representatives
testified before a House committee that "five
train sets will be delivered in late 1999, with
the remaining 13 by Juty 2000,

Decernber 17, 2000. The first Acela trains
began running on this date.

As delays increased, Amirak changed the
name of the trains from "Metrotiners” in the
early 1990s, to the “American Flyer” when the
equipment order was placed in the mid-
1990s, and to the “Acela Express” to create a
“brand image” beginning in March 1999."?

After promising a New York-Boston trip
in “under three hours,” Amtrak has now
detivered a three-and-a-half-hour run. In
1950 the New Haven Railroad's Merchants
Lirnited finked New York and Boston in four
hours without the benefits of full electrifica-
tion, tilt-train technotogy, and advanced sig-
naling systems. For the Acela Express to run
onty about 30 minutes faster after Amtrak
has spent biltions of doHars on the project is
an example of Amtrak’s inability to bring
high-speed rail service that is truly competi-
tive with air travel to America.

The slow pace reflects the fact that Acela
Express operates at 150 miles per hour
between New York and Boston on only 18 of
the route’s 231 miles.” * By contrast, Japan's
first Bullet Trains, which are now in muse-
ums, offered faster trip times in the 1960s
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than the Acela Express offers in 2001,
Design Flaws and Delays. When the Acela
Express was delivered for testing, design

“flaws delayed production and deployment.

Early in 1999, the news media revealed that
the trains were built four inches too wide to
altow full use of the tilt mechanisms, and the
trains would be unable to take the numerous
curves between Boston and New York as fast
as plarmed.74 Amtrak and rail equipment
suppliers Bombardier of Quebec and
Britain's GEC Alsthom, have bickered over
the cause of the design flaw, most likely
because the contract includes late-delivery
penatties.” ® Next, during test runs, the trains
suffered from excessive wheel wear.” By June
2000 Amtrak haited Acela Express test runs
because of cracked or missing bolts in the
whee! assemblies’ Another halt came a
month later when broken bolts were found
on components that help steady the ride of
the passenger cars.’?

With testing completed, the trains went
into commercial service on Decermber 11,

* 2000. The Acela Express was sidelined the next

day because of damage to its pantograph, the
device that corinects the train to'overhead elec-
trical wires, and a second Acela Express held in
reserve was also found to be inoperable, so
passengers were put on ar older Metroliner,
which ran late. *Acela Express trains have bro-
ken down in Stamford, Connecticut,”’ and
near Philadel-phia; in the latter case, passen-
gers were delayed several hours and treated
poorly. One passenger wrote: "Once in
Phitadelphia, we were told to go into the sta-
tion where sormeone would be waiting to help

us. There was no one there even remotely.

aware of our plight. In the end, we had to
argue with the agents to honor our tickets and
get us on the next train to Washington.
Passengers have reported similar experiences
in other Amtrak stations.

It is uncertain what effect the Acela Express
will have on Amtrak revenue. In one instance,
DOT IG Kenneth Mead has questioned the
reasonableness of Amtrak's 2000-2004 rev-
enue estimate of $4.1 biltion for the Northeast
Corridar, instead projecting that revenues witl

1

be $304 mittion lower.? He said, "We are con-
cerned that Amtrak’s projections for Acela
Express ridership assume a higher-than-likely
diversion of passengers from air and autormo-
bile, and an underestimation of ridership on
the slightly slower, but significantly less
expensive Acela Regional service.”® But in a
July 2001 statement, he said, "Our initial find-
ings in our current annual assessment indk
cate that given the level of airline delays,
Amtrak’s projections for Acela revenue when
fuily ramped up may now, in fact, be some-
what conservative.” !

The question arises, What is high speed and
at what price? Amirak hopes that the faster
Acela Express trains will atiow it to better com
pete with airlines in the Northeast Corridor,
but the degree of success is an open guestion.

Between Washington and New York pas-
sengers currently have threé price options
(weekday rates, one way): The Acela Express
at $144, the Metroliner at $125 (to be phased
out and replaced by the Acela Express), and
the Aceta Regional at $69. It is open to ques-
tion how marvy travelers wilt opt for the Acela
Express over the Acela Regional, since the lat-
ter is generatly only 42 minutes slower than
the Acela Express but costs $75 less.

A similar situation exists between New
York and Boston. The current Acela Express
time of 3 hours and 30 minute, which
Amirak says will be speedier in the future, is
25 to 35 minutes faster than that of the Acela
Regional trains. Whether that time difference
will justify a ticket price of $120 (versus $58
for the slower train) is open to question.

Prior to the airline hijackings and the
altered transportation landscape in the
Northeast Corridor, Amtrak asserted that
the Aceta Express would reduce aviation con-
gestion. But if aviation conditions return to
normal in the Northeast, the evidence sug-
gests Amtrak’s best train will have only a
minimat effect. If Amtrak is to attract airline
traveiers, it must be able to run trains that are
notonly faster but more refiable than planes.
The Acela Express record so far has been
mixed. For example, during the week of July
1, onily 26 percent of Acela Express trains in

Acela Express
operates at 150
miles per hour
between New
York and Boston
on only 18 of the
route’s 231 miles.
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Amtrak suffered a
record financial
loss, because train
tickets are seri-
ously underpriced
considering
Amtrak’s high
cost structure.

and out of Boston showed up at or before
scheduled arrivals? *Also by August 2001, the
Aceta Express was “falling short of prgjec-
tions in ridership and revenue. Reimburse-
ment requests from dissatisfied customers
are three times higher than Amtrak’s goal
[and] a nonstop Washington-to-New York
service—Amtrak’s silver bullet in its race with
air shuttles—has been suspended due to low
ridership.”®®

When some sense of nonmaicy returns to
the aviation system, it is reasonable to expect
aggressive airline competition against the
Acela Express. The airlines weren't standing
stijt prior to the September 11 tragedies.
Moreover, aviation competitors are not stand-
ing still. In the past two years, US. Airways
Shuttle added new Washington-New York

departures using newer Airbus A320 aircrafe®’

The Delta Shuttle set passenger boarding
records during the Thanksgiving weekend of
2000, including its busiest day ever at
Washington's Reagan National Airport,
attributing its success in part to the positive
customer reception for its new Boeing 737-

800 aircraft® Also, Amtrak’s Acela will do

nothing to hamper what will likely be a
regrowth of fairly new Northeast Corridor air-
line routes, such as Southwest Airlines
betweenn Providence and  Baltimore-
Washington International, because of the dis-
tance involved. Growth is occurring elsewhere,
such as between Istip Airport on Long Island
and BWI, or the Atlantic Coast Airlines service
between Dulies International Airport near
Washington and Newark. Amitrak goes

nowhere near Islip and Dutles airports and -

holds little atiure for the growing number of
travelers in nearby communities.

Airport expansion plans in the Northeast
arg progressing despite the current drop in
traffic. Various expansion plans are moving
forward at Newark International Airport,
Philadelphia International Airport, BWI, and
Duiles Internationat Airport .2°

The Acela Express, despite its shaky
start, is an attractive train that holds promise
for the Northeast. [t wili likely make a contri-
bution to mobility during these difficuit

12

times. But considering Amtrak’s record of
delays and the intensity of airline competi-
tion, the promise of the Acela Express easing
aviation congestion during normal periods
in the Northeast Corridor is false.

Credibility Crisis # 2: National Passenger
Traffic

More passengers ride trains today than 30
years ago when Amtrak was created, and
Amtrak boasts that its fiscal year 2000 rider-
ship of 22.5 rnillion passengers set a new
record. Amtrak vice chairman Michael
Dukakis stated in the New York Timesthat "in
Juty [2001] Amirak recorded its highest
monthiy ridership in 22 years."® But Amtrak
exaggerates ridership gains. According to the
ARC, "During a decade when the American
economy and most of its ransportation sys-
tern have expanded in an unprecedented
ranner, Amitrak’s ridership has rernained
virtually unchanged.” "

Amtrak’s level of usage is an indictment of
fts market-insensitive network for the follow-
ing reasons. :

® Year 2000 ridership was only a half-mil-
tion passengers higher than in 1990
and 1991, hardly an impressive feat
considering that the decade saw an all-
time record growth in domestic travel.

® The record came in the same year
Amtrak suffered a record financial loss,
because train tickets are seriously
underpriced considering Amtrak’s
high cost structure.

® Passenger-miles are a more credible
index for quantifying the volume of
business. On that basis the quantity of
Amtrak’s passenger-miles was lower in
2000 than at its peak, from 1988
through 1994 (see Table 1).

For perspective, on Memorial Day week-
end 2000, domestic aviation served welt over
12 million passengers. In just one holiday
weekend airlines carried more than half the
traffic Amtrak moves in an entire year. | he
gap has been growing despite aviation con-
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Tablel .
Amtrak versus Aviation Ridership
U.S.
Census Airline Amtrak
Population Revenue Amtrak Passenger-
- Estimate Passengers Passengers Miles
Year (millicus) (millions) (millions) {biilions)
1972 209.9 191.3 16.6 3.0
1973 211.9 202.2 16.9 3.8
1974 2139 207.5 18.7 4.5
1975 216.0 205.1 17.4 3.9
. 1976 218.0 223.3 18.2 42
1977 220.2 240.3 18.2 43
1978 222.6 274.7 18.9 4.0
1979 225.0 316.9 214 4.9
1980 Co2272 296.9 21.2 4.6
1981 229.5 286.0 20.6 4.8
1982 231.7 294.1 19.0 . 4.2
1983 233.8 3i8.6 19.0 42
1984 235.8 344.7 1.9 4.6
1985 237.9 382.0 20.8 4.8
1986 240.1 418.9 20.3 5.0
1987 242.3 447.7 20.4 5.2
1988 244.5 454.6 21.5 5.7
1989 246.8 453.7 21.4 5.9
1990 249.5 465.6 22.2 6.1
1991 252.2 4523 22.0 6.3
1992 255.0 475.1 21.3 6.1
1993 257.8 488.5 22.1 . 6.2
1994 ) 260.3 528.8 21.8 5.9
1995 262.8 547.8 20.7 5.5
1996 265.2 581.2 19.7 5.0
1997 267.8 594.7 20.2 5.2
1998 270.2 612.9 211 53
1999 272.7 635.4 21.5 53
2000 284.9 665.5 225 55

1

Source: Airline statistics from the Bureau of Transportation Statistics, U.S. Department of Transportation. Amtrak
statistics from Background on Amtrak, GAO studies, and Amtrak annual reports.

gestion. In Amtrak’s first fuli year of opera-
tion in 1972, it carried an average of 45,500
passengers a day. In 2000, more than a quar-

. ter-century later, Amirak ridership stood at

only 61,643 daily. Meanwhile, airline traffic
reached 665.5 million in 2000% and the

~number of airline passenger trips has more

than tripled, from 524,100 daily in 1972 to

1,823,287 daity in 2000,

Amtrak’s inability to adapt to market
dermands is why its share of the intercity trav-
el market is lower than ever—only about
three-tenths of 1 percent of intercity passen-
ger trips in the United States. Even private

“aircraft, at sbx-tenths of T percent, serve dou-

ble the number of passengers.”

Amtrak's share
of the intercity
travel market
is only about
three-tenths of

1 percent of

intercity passen-
ger trips in the
United States.
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Amtrak is able to
report its trains as
being more punc-
tual than they in
fact are on virtu-
ally every route.

Table 2
Heow Amtrak Measures Late Arrivals as “On Time”
Station

A B C D E
Scheduled
depart/arrival .
time Noon 1:30 p.m. 3:00 p.m. 6:00 p.m. 9:00 p.m.
Actual
arrival :
time Noon C215pm 4:00 pm 7:15 p.m. 9:15 p.m.
Difference
scheduled v.
actual 0 hrs. 45 min. 1hr thr. 15min. 15 min.

Notes. Amtrak measures on-time performance at Stop E. The scheduled trip time is 9 hours exactly,
and the actual trip time is 9 hours 15 minutes. The train is technically on time, even though it is late

for three of four stops.

Amtrak projections of future ridership
increases have been wrong for years. A GAOC
study noted that in 1974 Amtrak had told
Congress it anticipated ridership in 1979
would be a sturining 37 millioit;” it turned
out to be 21.4 million passengers. More
recently, Amtrak asserted that it woutld boost
ridership by 4.4 million passengers in FY
2002, a 21 percent gain from FY 1998 traf-
fic.”® Although more modest than previous
staterments, it is nonetheless a prgjection that
Amtrak will fail to reach.

Credibility Crisis # 3: On-Time
Performance

Amtrak acknowledged in a 1994 state-
ment that the “argest single area of cor
plaint” by passengers is late trains, and
“improving and sustaining Amtrak’s on-time
performance is a top priority.”® Since, then
Amtrak has issued statements suggesting
that punctuality has improved. In 1898,
Amtrak touted the best January on-time per-
formance since 1981°7 in 1999, Amtrak

~ boasted in a letter to the ARC that its 80 per-

cent record is "still ahead” of airline perfor-

14

mafice. A pressreleassthis year touted good
on-time performance for the Acela Express.”®
Unfortunately, Amirak’s method of calcu-
lating late trains fails to reflect actual perfor- .
rmance. Amtrak is able to report its trains as

‘being more punctual than they in fact are on

virtually every route outside of the Northeast
Corridor. That is because Amtrak has tarded

" schedules with extra time (railroaders refer to

thisas "padding” or "fat”) at the end of a line.
Amtrak inserts the extra time just before
checkpoints where on-time performance is
calculated. Across most of the nation, if mea-
surerments were taken at a station before an
official checkpoint, Amtrak’s record would
be much worse than official reports indicate. -

" The schedute padding, combined with the

absence of Amtrak on-time calculations at
intermediate stations, means many passen-
gers arrive late at their destinations even
though they were aboard "on time” trains.
For example, a train starts at station A at
noon and, after stopping at stations B, C, and
D, is scheduled to arrive at station E nine
hours later. In the example in Table 2, the
train is 45 minutes late arriving at station B,
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one hour late arriving at station C and one
hour and 15 minutes late arriving at station
D. Passengers traveling to or from any of
these stations suffer. Yet between station D
and station E, which happens to be an on-
time checkpoint, extra time or "fat” is built
in. It might be that at normal speeds it would
take an hour and a half to travel between
those stations. By instead scheduling three
hours between those stations, Amtrak per-

mits late trains to make up time and arrive
only 15 minutes late. Since "on-time” is mea-
sured at point E, an Amtrak train that is late
for three of four arrivals is officially "on-
time.” A long-distance train is listed as "iate”
only iIf it is 30 minutesor more behind sched-
ule, and for short distance trains the
atlowance is 10 minutes.

Some critics might ask whether congestion
in metropolitan areas or other factors mean
that trains need more time entering major cities
or stations. In fact, it takes more tirne for a train
to accelerate when leaving a major station than
to brake when entering one, resuiting in a dif-

~ ference of less than five minutes. Finally, any

speed limits imposed on trains traveling
through congested metropolitan areas wiil
slow trains going in both directions.

How Amtrak applies this practice of
building in “fat” is outlined in Table 3. The
information reveals the contrast between the
running time of:trains leaving checkpoints
where on-time measurements wi/ not be cal-
culated {and trains are ‘scheduled to move
fairly quickiy) and trairs-enteri
checkpoints where on-time performance will
be calculated (and the schedules contain
excessive "fat”).

The first train in the table, Amtrak’s east-
bound Sunset Limited, routinely takes 45
minutes when running from Los Angeles to
Pormona, California, a distance of only 32
miles. No on-time calculation is made in this
direction. On the westbound schedule from
Pormona to Los Angeles—a checkpoint where
on-time performance is calcutated on incont
ing trains—it takes 1 hour and 57 minutes.
Hence, the westbound tirme is rmore than twice
as long as the eastbound tirme. Passengers
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often are inconvenienced waiting for late west-
bound Sunset Limited trains in one commu-
nity after another, but official reports may
show their particular train as being "on time.”

Amtrak's already poor on-tirne record of
56 percent for long-distance trains in FY
2000"°%s not credible. The figure represents
performance at a few dozen checkpoints,
fredsof non-
checkpoint statiGtisareraimi gmgmﬁcantly
behind schedule yet are never officially regis-
tered as " latd.”

Credibility Crisis # 4: Freight and Express
Program

Amtrak, which was set up as a passenger
railroad, established a new line of business in
1997 as it started to carry freight and express
in boxears or in special highway trailers
attached to passenger trains. The rallroad
said the effort was designed to help it "reach
its financiat goals,” * 'becomne "profitable,” °2
and “improve the financial performance of
passenger trains and help preserve and
expand our network.” ™™

Arntrak strained credibility from the pro-
gram’s inception by ciairning it was maving

“freight/express” and “specialty commodi-
ties—computer chips, for example. 1% When
the news media revealed that Amtrak was
carrying boxcar loads of beer, steel, and other
commadities, Amtrak responded by claiming
such moves were “occasicnal and experimen-
tal.”"% Fventually, Amtrak conceded it was
moving shipments that traditionally have
been considered freight.

By 1998, traffic was below projections and
approximatety half of the freight/express
fleet was sitting idle.'® In that fiscal year,
Amtrak said it would riot discuss profitabiti-
ty until that year’s scorecard was in,'” and it
never has. Even now, three years later, Amtrak
has yet to go on the record about whether
freight/express adds to or takes away from its
bottom line.

Revenues generated from the new pro-
gram along with revenues from Amtrak's
rmail-handling operation are below prgjec-
tions. The DOT G, in examining Amtrak’s

What is modern?
The definition
certainly does
not mean inaugu-
rating trains that
are slower than
trains were
decaces ago.
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Table 3
Schedule “Fat” Permits Misleading On-Time Reports

Time When Times Are

On-Time Slower When

Statistics On-Time

Are NOT Statistics

Calculated ARE Amtrak’s

(outbound) Caleulated “Fat” in
Amtrak Train Segment under Review Miles (1957-2000) (inbound) Schedules
Sunset Limited Pomona, Ca—Los Angeles 32 45 min. 1 hr, 57 min. 1 hr. 12 min.
Sunset Limited Schriver, La.~New Orleans 55 1 hr 25 min. 2 hr. 30.min. 1 hr. 05 min.
Southwest Chief Naperville, Il1.-Chicago 28 36 min. 1 hr, 36 min, 1 hr. 00 min.
Texas Eagle San Marcos, Tex.~San Antonic 54 1 hr. 40 min. 2 hr. 39 min. 59 min. :
City of New Orleans Hammond, La.~New Orleans 52 1 hr. 03 min. 2 hr. 57 min.
Three Rivers Hammond, Ind.~Chicago 16 29 min. 1 hr. 25 min. 56 min.
San Francisco Zephyr Naperville, l1.~Chicago - 28 34 min. 1 hr. 29 min. 55 min.
San Francisco Zephyr Martinez-Emeryville, Calif. 25 11 min. 1 hr, 05 min. 54 min.
Capitol Limited Hammond, Ind.—Chicago 16 30 min. 1 br. 23 min. 53 min.
Pennsylvanian Hammond, Ind.~Chicago 16 29 min. 1 hr. 19 min. - 50 min.
Southern Crescent Slidell, La.~New Orleans 37 53 min. 1 hr. 35 min. 42 min.
Empire Builder Edmonds, Wash.~-Seattle 18 32 min. 1 hr. 12 min. 40 min.
Sunset Limited Bay St. Louis, Miss.—New Orleans 57 1 hr. 12 min. 2 hr. 51 min. 39 min,
Ann Rutledge Alton, TlL-St. Louis 27 40 min. 1 hr. 18 min. 38 min.
Lake Shore Limited Hammond, Ind.~Chicago 16 32 min. 1 hr. 09 min, 37 min,
Cardinal Dyer, Ind.—Chicago 29 1 hr. 12 min, 1 hr. 48 min. 36 min.
Empire Builder Red Wing-Minneapolis 46 1 hr. 04 min, 1 hr. 39 min. 35 min.
Southwest Chief Fullerton-Los Angeles 26 40 min. 1 hr. 14 min. 34 mia.

International Lapeer—Port Huron, Mich. 45 48 min. 1 hr. 19 min. 31 min.
Coast Starlight Tacoma-Seattle 40 56 min. 1 hr. 25 min. 29 min.
Coast Starlight Glendale-Los Angeles 5 18 min. 45 min. 27 min.
Wolverine Hammond, Ind.~Chicago 16 ‘27 min. 54 min. 27 min.
Lake Shore Limited Back Bay-South Station, Boston 1 5 min. 32 min. 27 min.
Iini Homewood-Chicago 24 1 hr. 10 min, 1 hr. 36 min. 26 min.
Tilini Du Quoin-Carbondale, IlL. 20 14 min. 40 min. 26 min.
Empire Builder Glenview-Chicago 18 24 min. 50 min. 26 min.
Heartland Flyer Gainesviile-Fort Worth - 68 i hr. 20 1 hr, 46 min. - 26 min.
Texas Eagle Alton, IL-St. Louis 27 44 min, 1 hr. 09 min. 25 min,
Cascades Seattle-Edmonds 18 51 min. 27 min. 24 min.
San Joaquins Wasco-Bakersfield 26 27 min. 51 min. 24 min.
Pacific Surfliner Grover Beach—San Luis Obispo 9 21 min. 45 roin. 24 min,
Heartland Flyer Norman—Oklahoma City 20 25 min. 49 min. 24 min,
Cardinal Manassas, Va~Washington = 32 54 min, 1 hr. 18 min. 24 min.
Empire Builder Vancouver, Wash.—Portland, Ore. 10 27 min. 50 min. 23 min.
City of New Orleans Homewood-Chicago 24 45 min. 1 hr. 08 min. 23 min.
Empire Service-2 trains  Buffalo—Niagara Falls, NY 23 35 min. 58 min. 23 min.
Ann Rutledge Joliet-Chicago 37 50 min, 1 hr. 12 min, 22 min.
[linois Zephyr Naperville-Chicago 28 35 min. 57 min. 22 min,
Silver Meteor Hollywood-Miami 13 24 min. 46 min, 22 min.
Ethan Allen Express Fair Haven—Rutland, Vt. ~ 14 22 min. 44 min, 22 min.
Northeast Direct Worcester—Boston 44 59 min. 1 hr, 20 min. 21 min.
16
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Table 3 continued

Time When

Times Are

On-Time Slewer When

Statistics On-Time

Are NOT Statistics

Calculated ARE Amtrak’s

: (outbound) Caleulated “Fat” in

Amtrak Train Segment under Review Miles {1997-2809) (inbound) Schedules
Capitol Limited Rockville, Md.~Washington 17 22 min. 42 min. 20 min.
Silver Palm Hollywood—-Miami 13 24 min. 43 min. 19 min.
Illinois Zephyr Macomb-Quincy 56 48 min, 1 hr, (6 min. 18 min.
State House Alton, Il1.-St. Louis 27 45 min. 1 hr. 03 min. 18 min.
Capitols-#729 & 733 Santa Clara—San Jose 7 12 min. 29 17 min.
Cascades Albany, Ore.—Eugene 43 43 min. 59 min. 16 min.
Silver Star Hollywood-Miami i3 28 min 44 min. 16 min.
Piedmont Cary—Raleigh 9 13 min. 28 min. 15 min.
Vermonter Essex Jot.—St. Albans, Vt. 4 30 min. 45 min. 15 min.
Maple Leaf Yonkers—-New York 14 24 min. 38 min. 14 min.
Capiiols-#727 & 731 Emeryville-Oakland 5 10 min. 24 min. 14 min.
Capitols-5 trains Davis—Sacramento 13 19 min. 33 min. 14 min.
Adirondack St, Lambert-Montreal 4 13 min. 26 min. 13 min,
Pere Marquette Hammond, Ind.—Chicago 16 27 min. 40 min. 13 min.
Piedmont Kannapolis—Charlotte 27 28 min. 40 min. 12 min,
State House Joliet—Chicago 37 50 min. 1 hr, 02 min, 12 min,
Capitols-#723 & 725 Santa Clara—San Jose 7 12 min. 24 12 min.
Amn Rutledge & K.C. Mule Independence—Kansas City 10 19 min. 29 min. 10 min.
Cascades-3 trains Tacoma—Seattle 40 58 min. 48 min. 10 min.
Cascades-3 trains Vancouver, Wash—Porfland, Ore, 10 18 min, 28 min. 10 min.
Pacific Surfliner-11 trains ~ Solana Beach-San Diego 26 33 min. 34 min.-49 min. 16 min.~1 min.
Hiawatha Service-5 trains Glenview—Chicage 18 22 min. 28 min.-32 min. 10 min.-6 min.

Note: Where ranges are given, “fat” varies from train to train. Information is given for only for trains that run five days or more per
week for which schedules have been padded with 10 minutes or more.-

2001 business plan, was skeptical about pro-
_jections that revenue will reach $402 miltion
by 2003, stating: "We have disagreed with
Amitrak on how quickly the mail and express
service revenues are likely to ramp up. For

instance, in 2000, Amirak projected revenues

of $176 million, ‘but its actual revenues
totaled only $122 miftion. We understand
that Amtrak is in the process of revising its
projections and we will iook closely at those
numbers during our ongoing assessment.” %8

Amitrak asserted that carrying freight and
express would not interfere with passenger
operations. Yet, a comparison of 2001 train
schedules with 1997 schedules shows time

17

added to schedules fo accomimodate
freight/express shipments. In Chicags, for
example, riders are delayed aboard motion-
less trains in rail yards white pokey locomo-
tives shunt boxcars on and off the trains. ltis
difficult to see how the freight/express pro-
gram can be construed as a legitimate busi-
ness to ertter when doing so slows passenger
train schedules, and passengers are supposed
1o be Amtrak’s core business.

Credibility Crisis # 5: Nonpassenger
Revenues

Amtrak routinely issues glowing public
statements about its growth in passenger rey-

"Amtrak’s des-
perate financial
situation suggests
that its weaker
routes should be
discontinued.”
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The Economist
recently editorial-
ized in favor of
those who believe
that “giving
Amtrak control
over something
like $12 billion in
capital spending
is insane.”

enues while skirting the fact that honpassen-
ger revenues have grown and are a significant
source of revenues. Such revenues in FY 2000
totaled $886 million and accounted for more
than 43 percent of Amtrak's total rev-
enues.'®® Amtrak also leases portions of
right-of-way along tracks to telecommunica-
tions companies, owns and operates parking
garages, and sells souvenirs.' 1"Such activities
raise questions of equity. Is it good public
poticy to expand Amtrak's subsidized freight
and express program, while it competes with
three major taxpaying moter carriers—
Consoclidated Freightvways; Roadway Express,
and Yellow Freignt? Amtrak’s nonpassenger
ventiires are a growing source of unfair comr
petition with private enterprises.

Credibility Crisis # 6: Network Growth
Strategy

in October 1998, the Amirak Board of
Directors initiated a comprehensive assess-
ment of its route systermn with what it calied a
Market Based Network Anatysis. Later, with
great fanfare, Amtrak described the MBNA
as a mechanism to find opportunities to
“reduce costs and increase revenue  and
“match consumer demand with an efficient
operation.” ! Armtrak also said the MBNA
woulld drive expansion and equipment accpui-
sition to accormmodate the “best and most
profitable passenger rail service.”' " The
effort also was designed to “increase our
profitability. "

Amtrak later unveiled a Network Growth
Strategy based on the MBNA, which in part
called for service changes on 14 routes.''*
Amitrak claimed: "When our Network
Growth Strategy is fully implemented, it wili
add $255 million in revenue by 2003 and
expand Amtrak service in 21 states, . . . As
part of that strategy, we launched the Lake
Country Limited service between Chicago
and Janesvitie [Wisconsinl.”"®

Regardiess of Amtrak’s phraseciogy,. evi->

dence does not indicate that added trains justi-
fied by the MBNA are meeting consumer
dermand, contributing to tower costs, oF increas-
ing profitability. In fact, Amtrak’'s new trains are

*
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so substandard they violate Amtrak’s charter,
which mandates that it provide modern rail
passenger service. ™ What is modem? The defi-
nition certainly does not mean inaugurating
trains that are slower than trains were decades
ago, which is what Amirak is doing and is why
its prospects for success are bleak. Consider the
following:

®The MBNA was referenced to justify
starting Amtrak’s Kentucky Cardinal
from leffersonville, Indiana (near
Louisville), to Chicago on a schedule of
12 hours, 45 minutes.”"” In 1925, howev-
er, the Pennsylvania Railroad from
Jeffersonville reached Chicago in 8
hours, 40 minutes' °—4 hours and 5
minutes faster than Amtrak’s new trair.
Qur great-grandparents 76 years ago
could ride a "milk run,” putled by a
steam iocomotive, stopping at 16 towns
along the way, and get there faster than
Amtrak, which serves only five interme-
diate stops. This could be one of the
slowest passenger trains in the world, a
"Conestoga wagon with lights.”

®The MBNA was cited to justify the April
2000 start of Amtrak’s Lake Country
Limited, which links Janesville, Wiscon-
sin, with Chicago in 2 hours and 30 min-
utes.”® In 1952, a Chicago and North
Western train from Janesviile reached
Chicago in 1 hour, 52 minutes'>°—38
minutes faster than Amtrak’s new train.
It is not surprising that in the first three
months of operation an average of only
10 passengers per day rode Amtrak’s
train in each direction, a figure dis-
missed by an Amtrak spokesman who
said, "it takes a while to ramp thingsup,”
and traffic is "going in the right direc-
tion.™ Those added passengers were
nowhere to be found when an NBC
News Fleecing of America segment this
year showed that only one passenger was
aboard a train with about 70 seats.”
Because of the adverse publicity, Amtrak
has since announced discontinuance of
the train effective September 21, 2001.'%
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By Amtrak’'s own data, this train lost
$512 per passenger.’

® Finally, the MBNA reportediy justified
the startup of Amtrak service between
Milwaukee and Fond du Lac, Wisconsin,
and between Chicago and Des Moines. in
September of this year Amtrak dropped
plans for the Fond du Lac train because
Amtrak found "the mail and express
business isn't there to support it A
month earlier, Amirak cancelled plans
for the Des Moines train as “customers
never developed for the mail and express
service that would have formed the line's

. N . w126
financial foundation.

Amtrak said of the MBNA process in a
report to Congress, "Amtrak can only grow by
servicing markets where research—hard facts
and data, not hunches, nostalgta, or historical
precedent—indicates a strong chance for suc-
cess." 2" But Amitrak is ignoring hard facts to
promiote unjustifiable expansion plans. What
“market-based analysis” could justify adding
trains on slower schedutes than were in effect
many decades ago? What “research” predicted
that mail and express customers could be
found for two new routes where custormers
were honexistent?

The FY 2000 Transportationn Appropria-
tions Act and the FY 1999 Omnibus Appropri-
ations Act require the Amitrak Reform Councit
to identify any Amtrak routes that might be
candidates for closure or realignment. in
Novernber 1999 the council requested from
Amtrak “comparisons and analysis of MBNA
reports with Amtrak’s normal general ledger
accounting systern and Route Profitability
Systern reparts [and] MBNA reportsand analy-
ses that are being used to prepare Amtrak’s
Strategic Business Plan.""?

But in its latest annual report the ARC
said, "Until the data underlying Amtrak’s
MBNA analysis are made available to the
Council for analysis . . . the Council will not
be in a position to evaluate potential Amtrak
route closures or realignments.”'> Later the
same report said, "The Councit has not yet
had the opportunity to exarnine the MBNA

nor Amtrak’s [Network Growth Strategy]
analysis and detailed, underlying marketing
and traffic flow data because such informa-
tion had not been made available to the
Council untit very recently, and the data
recently provided may not be available in suf-
ficient detail to permit the Kind of compre-
hensive analysis that is necessary before route
changes are suggested,”"

Anthony Haswell, an advocate for modern
passenger train service, filed suit against
Amtrak in the US. District Court in
Washington on Juty 30, 2001, under the fed-
erat Freedom of Information Act to force it to
disclose financial information on its individ-
ual train routes and services. He requested
this inforration from Amtrak in Aprii 2000
under FOIA, and Amtrak has refused to corm
ply. Haswelt said:

Amtrak’s desperate financial situa-
tion suggests that its weaker routes
should be discontinued and avail-
able resources concentrated on ser-
vices with long-term potential. In
order for the governiment and the
public to make informed decisions
on the future of Amtrak and interci-
ty rall passenger service, the informa-
tion [ have asked for is essential.
Amtrak is spending many millions
of federal tax doliars each year subsi-
dizing the operation of trains which
are stower than those of 80 years ago
and which do not run on time. This
expensive charade must end.

The MBNA process is a fatlure. Evidence is
growing that the MBNA is a fig leaf to justify
adding trains through more congressional
districts in a blatant attempt to distribute
more pork-barrel expenditures, a concern rein-
forced by Amtraks urncooperative responses
to MBNA inquiries.

Credibility Crisis # 7: High-Speed Raii
Bond Proposals

Twio federal initiatives have been proposed
to bring about intercity "high-speed” trains to
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Indications are
that Amtrak’s
high-speed train
plans will draw
only an infinitesi-
mal number of
passengers from
other modes of
transportation.
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Amtrak misleads
the public by say-
ing its subsidies
are "low”
compared to gov-
ernment expendi-
tures for other
modes of trans-
portation.

America: the High Speed Rait Investment Act
of 2001 and the Rail Infrastructure Develop-
ment and Expansion Act for the 21st Century,

or RIDE-21, a $71 bitlion legislative package -

for various rail prajects. But neither proposal
would likely succead ovustside of the Northeast
Corridor where Amtrak’s Acela Express pro-
gram is underway.

The High Speed Rail Investment Act of 2001.
This legislation would allow Amtrak to float
$12 billion in bonds to raise capital over a 10-
year period to establish high-speed rail pro-
grams. Bondholders would receive tax credits
rather than interest payments. Amtrak
wouild be required to pay back only the prin-
cipal.on those bonds and participating states
would furnish at least 20 percent in match-
ing funds to support a project.

While Amirak dangles promises of "Bullet
Trains” to an unsuspecting: public, the act
would permit Amtrak to spend billions of
daoliars on trains that will remaain rather ordi-
nary. In cases where an Amtrak train ambles
along at 40 mph, it wilt be able to use bond
funds to bring the speed up to 50 mph. The
result of this "high-speed” rail program i
many cases would be yet more Amtrak trains
running no faster than those run by private
railroads decades ago. Billions of doiiars
would be wasted. [t is lttie wonder that The

Fconornist vecently editorialized in favor of

those who believe that "giving Amtrak con-
trol oversemething like $12 billion in capital
spending is insane.” ™2

Quite questionable is the ctaim by Amtrak
vice chairman Michael S. Dukakis that
future Amtrak “high-speed” trains will ease
aviation congestion, or “winglock.” ** What
is considered "high-speed” on Amtrak does
not quatify for that label in other partsof the
world. Even the Acela Express is hardly high-
speed by international standards.'>* )

The legislation has many other problems.

® Amtrak maintains that the tax credit will
cost the U.S. Treasury only $3.3 bitlion
over 10 years."™® But the GAQ estimates
the cost _to be between $16.6 billion
and $12.1 biliion (in nominat dotars}
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over 30 years. This is because the bonds
are for 20 years and if Amtrak issues
bonds at the end of the 10-year period,
the period of revenue losses would be
30 years. Also disagreeing with Armtrak
is the Congressional Budget Office,
which found “the tax-credit funding
mechanism would essentially be a new
and more expensive way for the federal
government to assist Amtrak. 138

@ The $12 billion would cover only a frac-
tion of the cost of 10 federally desig-
nated high-speed routes, warned the
GAQ. The total cost would be closer to
$100 pittion."*” The ARC said funding
of this magnitude “should not logically
be under the control of Amtrak as it
exists today.” *°

® The DOT |G stated that potential costs
far exceed funds proposed: "If the bond
bill or a similar funding Instrument
were to be adopted, it should be clear
to all parties that the $12 billion pro-
vided to Amtrak would just be the
proverbial 'drop in the bucket.'. .. The
cost for developing a high-speed rail
program in each of the 10 designated
corridors would run into the tens of
billions of doliars. Careful considera-
tion should be given to where the
remaining funding wouid come from,
as well as the likely returm on invest-
ment, as a precursor to Amtrak invest-
ing in any of these corridors. Absent
such analysis, it is plausible that the
country could find itself with 10 par-
tiatly buiit corridors that, in addition
to the Northeast Corridor, will each
boast a muiltibillion dollar price-tag for
compietion.” ™

By incorporating tax-credit costs on Tréasury
Department fedgers, the $12 bittion in bonds
creates massive subsidies that will be off the
books for Amtrak. Such deception frees
Amirak to again claim financial “success”
daspite the continuing drain on taxpayers.
On a related point, the GAQ estimates that
“The cost of the tax credits to the US.
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Treasury under the bond approach would be
at least $400 mittion greater and could be

Mot

e than $3 billion greater (in present value

terms) than providing annual appropriations
of an equivalent amount.”™ In other words,
it would be less costly to simply give Amtrak
the money than to use the bond approach.

@ Asthe GAQ observed, the $12 bittion leg-
islation neither directs Amirak to "segre-
gate bond proceeds from other funds”
nor prohibits “the possibility that bond
proceeds would be available to Armirak
for other  purposes, inciuding prior

-dept"™ Amirak is stift a candidate for
bankruptey, thus concerns about
Amtrak’s stability and use of additional
funds shiould not be taiken lightly.

® Amitrak will likely exploit the liability
for bond repayrnents by claiming the
cost is an obligation that showld be
pald by the federal government in a lig-
uidation. Thus the program gives
Amtrak leverage with which to argue
against liquidation, which in turn
would perpetuate the operation of
slow long-distance trains, the antithe-
sis of what the legislation is supposed-
ly designed to accomplish.

® The railroad cannot be entrusted to
exercise proper due diligence in fund
expenditures or project completion,
and considering its flirtation with
bankruptcy a logical conclusion is that
the bill sets the stage for another multi-
billion-dollar federal Amitrak bailout.

From a transportation perspective, the
Amtrak program grossly exaggerates the
benefits of its high-speed trains. Consider:

® Only a small portion of the $12 bitiion.
bond proceeds may finance construc-
tion of any significant high-speed rail
infrastructure. Amtrak has politicized
high-speed rail by endorsing proposals
to run those trains where virtually no
market exists, such as from Texarkana,
Arkansas, to Dallas. Such "pet projects”

woltld spend bond funds to meet the
pork-barrel needs of members of
Congress.

® Amtrak may spend funds on routes
that are excessively long, such as
Washington to New Orleans, where, at
1,152 miles, no train, no matter how
fast, can compete with air travel. That
fact applies in even the most train-
dependent cuitures in the world.

@ Bond funds are tikely to be spent on thin-
ly populated routes, such as Chicago to
Omaha. Most of the route goes through
lowa, but that state’s entire population of
29 miltion is nowhere near the intense
concentrations of people found in
European cities—the Paris area alone has
10 miftion—or Japanese cities. Routes like
the "high-speed” Chicago-Omaha are
destined to be fallures before the first
spike is driven.

® |ndications are that Amtrak’s high-
speed train plans will draw only an
infinitesimal number of passengers

. from other mades of transportation. in
particutar, it stretches credibility to
betieve that Amtrak will divert more
than a small number of air travelers to
trains: it is doubtful a single flight
wowld be removed anywhere ‘in the

* nation’s crowded aviation system.

® Amtrak’s record disqualifies it from

participation in planning high-speed
rail projects. Consider Michigan, where
Amtrak spenit $23 million in ajoint fed-
eral-state prograr to install new sig-
nais on part of the Chicago-Detroit
route’ *“and an additional $3.3 miltion
in TRA funding for communications,
track, and bridge work. In' Aprit 2001,
Arntrak activated the “high-speed” sig-
nals, put souped-up locosmotives on the
tine, and indeed cut 15 minutes from
schedutes. Despite that, most Detroit
trains remain siower than when the ini-
tial funds were granted six years ago.

The $71 Bittion Rait Legisiation. A group of House

legistators led by Rep. Don Young (R-Alaska)

Amtrak’s disap-
pearance would
be insignificant
outside of the
Northeast
Corridor and a
few other lines.



[ R [

by

b

Excluded from
Amtrak’s annual
reports and con-
gressional testi-
mony are expen-
ditures from
numerous pub-
licly funded pro-
grams that assist
in financing
Amtrak.

wants $71 bitiion over a 10-year period to build
high-speed rail lines through a $36 billion tax-
exempt bond provision and $35 biltion in direct
loans or loan guarantees for freight and comr
muter rail lines. Even sponsors of this lavish
spending recognize the futility of giving addi-
tional subsidies to Amtrak and instead would
send money to states. " The legislation would in
effect separate the future of highr-speed rail ser-
vice from the future of Amtrak. . . . Amitrak
would not be eligible to apply for any of the
funding, although it could compete to be the
operator of ary new trairn service. Some law-
makers have made clear that they will oppose
high-speed rail funding that is put in Amtrak’s
control. ™

These proponents also promise bullet
trains to justify the $71 billion, but such
trains will not result from what is another
Washington pork-barret program. Consider:

® Up to $7 billion would be set aside for
“short lines.” These railroads are gener-
ally only a few miles long, are located in
rural areas, and carry a smail portion of
the nation’s freight. Passenger service is
limited to historic trains, sometimes
pulled by steam locomotives, which
offer excursions and entertainment.
On that basis, spending billions on
those rail lines will do nothing to
relieve airport and urban highway corn-
gestion as sponsors claim.

® The bill wouid not fund the construc-
tion of new corridors dedicated exclu-
sively to high-speed passenger trains,
such as those in Japan and France. The
result will be trains too siow to relieve
air traffic congestion anywhare outside
of the Northeast Corridor.

® While the overall cost of the $71 bitiion
legisiation has yet to be calculated by
an objective party, costs would certain-
ly be higher than the $12 billion pack-
age and even then might be understat-
ed due to similar misrepresentations.

® |t is unclear how the states wili finarice
rail bonds and loans. Because many eli-
gible projects will lack a positive rate of
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return, it is likely that state taxpayers will
be liable for guaranteeing loan principle
and incurring significant abligations to
loan issuers and bond holders.

Overall, the legisiation illustrates that Amtrak
and its allies have no upper limit for subsidies.
Even $71 billion leaves Amtrak proporents
unsatisfied as revealed by ARC Chairman Gilbert.
Carmichael, who said, "It's not as big as it ought
to be, but it’s good.™ He has urged federal
spending of as much as $200 biltion.”

Regardiess of the details, both bills are pre-
rature as are Amtrak's request for $3.2 bitlion
in "emergency” funding and the $37 biltion
stimulus package. Amitrak is under a mandate
to prove it can operate without federal operat-
ing subsidies. As Amtrak faces the seif-suffi-
ciency deadtine, DOT 1G Mead said of the High
Speed Rail Act, "Deciding on the bond bill
{now) puts the cart before the horse.”'* The
same is true for the $71 billion package.

No such legislation should move in
Congress until the Amtrak Reform Council
pulls the sunset trigger to initiate Amtrak’s
liquidation or restructuring.

Credibility Crisis # 8: The Known Cost of
Amtrak

Since 1970 Washington has provided
Arntrak with $25.3 biilion in subsidies (see
Table 4.} Amtrak misieads the public by saying
its subsidies are “low" compared to govern-
ment expenditures for other modes of trans-
portation. For example, Amtrak vice chairman
Dukakis wrote that Congress this year will
spend "$33 bittion on highways, $14 billion on
airports, and only $521 mittion onrail.” *"But
user fees in the form of gasoline taxes and air-
line ticket taxes finance a significant amount
of speniding on highway and airport systems.

Amtrak's subsidy/revenue ratio is excessive.
A 1998 GAO study found that "Armitrak spends
atmost $2 for every dollar of revenue it éarns in
providing intercity passenger service. . .. Three
Amtrak routes spent more than $3 for every
doliar of revenue, and 14 routes lost rmore than
$100 per passenger in fiscat year 1997." These
ratios are stratospheric.
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Such Amtrak subsidies are persistent and
legendary. In 1982, the Congressional Budget
Office put a value on ald to Amtrak: " The comt
parison showed that on a passenger-mile basis,
Amtrak passengers were subsidized at a level
more than one hundred times the next closest
alternative means of passenger travel. Each
Amtrak passenger was subsidized at the rate of
238 cents per passenger-mile, while comimer-
cial airline passengers received two-tenths of
one cent and private auto passengers about
one-tenth of one cent.”™*

Amtrak offers misfeading subsidy com
parisons. Specifically, itcounts as "subsidies”
receipts from government-mandated “user
fees,” paid by air travelers in the form of a
ticket tax for air travel infrastructure and by
moterists in the form of a gaseline tax for
r@ads. But in these cases it is the users, not all
taxpayers, who are footing some of the biil
for the infrastructure they use, Furthermore,
even if we were to accept Amtrak’s flawed rea-
soning, the railroad still receives a signifi-
cantly higher levef of subsidies considering
its low level of use. The hard fact is that so
many people use the aviation and highway
systerns that ofi @ relativebasisthesubsidies,

Amirak receives handouts from other govern-
ment agencies that should be added to the sub-
sidy total. A comprehensive accounting of
Amtrak’s true cost to taxpayers has never been
made, which is regrettable because Amtrak's
financial reporting system fails to fairly repre-
sent the level of subsidies Amtrak receives. Sen.
Wayne Alard (R-Colo.) said on July 20, 2000: "
have grown increasingly skeptical about what is
going on with Amtrak. It seems they found a
way to pick up govemmeht subsidies all over
the place. . . . We found that we even have the
Federal Transit Administration subsidizing
Amtrak.”™ The criticism Is_justified—Armtrak
has lowered costs and deficits in its accounts by

“placing many expenditures on the ledgers of

if any, are. much lower per passenger-miiie.

than Amtrak's. Hundreds of millions of users
regutarly rely on aviation and highways;
about 1.8 million passengers fly on comimer-
cial airlines daily and a greater (Sncatcu&ab!e)
nurmber rely on streets and highways. Hence,
subsidies for air and auto travelers at least go
to systems enjoying an astonishing level of
use. America cannot survive without its avia-
tion and highway systems, while Amtrak's
disappearance would be insignificant outside
of the Northeast Corridor and a few other
lines. Thus, on a guantitative basis, Amtrak
subsidies are excessive.

Upcoming Funds. Amtrak has requested an
appropriation of $5271 miltion for FY 2002 as
well as authority to issue $12 bittion in bonds.

Credibility Crisis # 8: Amtrak’s Stealth
Subsidies

As bad as the subsidies discussed above
might seern, they do not tell the full story.
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other public agencies. Excluded from Amirak’s
annual reports and congressional testimony are
expenditures from numerous publily funded
programsthat assist in financing Armtrak. They
inciude the following: '

fncome Tax Return. As mentioned earlier,
Amtrak is benefiting from a taxpayer-spon-
sored windfall that is unprecedented in U.S.
history. Although Amtrak has never paid
income taxes, Congress, in the Taxpayer
Relief Act of 1997, ordered the Internal
Revenue Service to give Amtrak a $2.2 billion
“tax refund.” This balance-sheet sweetener of
monumentat proportions had nothing to do
with Amtrak activity as a raifroad. The GAO
testified that Artrak recorded a portion of
its taxpayer-financed “income-tax refund” as
“revenues.”" >’

Federal Railroad Administration Grants. Armtrak
benefits from high-speed rail studies and tech-
nology development grants under the~Swift
Rait Developrment Act of 1994, and grants for
train stations, historic building restorations
and grade crossing improvements.

Federai Transit Adminisiration Grans. Two
exarnples are a grant of $18.7 million to the
state of Pennsyivania to purchase coaches for
Amtrak™ and $3.5 mittion to Vermont to inau-
gurate new train service to Rutland.”® FTA
grants also help finance Amtrak improvements
at stations ranging in size from Chicago Union
Stationto the Elizabethtown, Pennsylvania, sta-
tion near Harrisburg,”®*

When Amtrak
calculates subsi-
dies it generally
fails to discuss
government-
guaranteed loan
subsidies.
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Amtrak is using
several unconven-
tional accounting

practices regard-

ing maintenance
and depreciation
in an attempti to
change the stan-
dards under
which “seif-suffi-
ciency” will be
evaluated.

DOT Direct Credit Assistance. The Transport-
ation Equity Act for the 21st Century estab-
lished the Transportation Infrastructure
Finance and Innovation Act, which provides
credit assistance to surface transportation
projects.s® Amtrak is seeking a $29 million
loan to finance part of a plan to rehabilitate
locomaoitives.

Housing and Urban Development. The loan
guarantee provision of the Community
Development Block Grant prograrm, HUD
section 108, has benefited Amtrak in at least
one instance—helping to finance the refoca-
tion of a reservations call center from Ft
Washington {Pa.) to Philadetphia.’ 56

Loan Default. When Amtrak calculates sub-
sidies it generally fails to discuss govern-
ment-guaranteed loan subsidies. In the
1970s, Congress provided Arnitrak with guar-
antes loan authority to borrow nearly $1 bii-
lion. The administration and Amtrak con-
cluded in 1983 that Amtrak would fikely
never repay the debt, and arranged that the
Federal Financing Bank of the U.S. Treasury
be repaid through a special appmpriation.1 57
The 1983 Amtrak annuat report states: "On
September 30, 1983, Amtrak had borrowed
under notes payabile to the Federal Financing
Bank up to its maximum Federal guaranteed
joan authority of $880 miltion. On October
5, 1983, this obligation, pius $239 mitiion in
accrued interest, was paid on Amtrak’s behatf
by the Federal Raitroad Administration, and
a new note in the amount of some $1.12 bil-
fion was executed as of that date between
Armtrak and the U.S. Government. The note
matures on November 1, 2082, and will be
renewed for successive 9%year terms. Interest
is payable only in the event of prepaymentor
acceleration of the principal.” **Because the
Federal Railroad Administration paid the
$1.1 billion obtigation, it does not show up in
Amtrak financial summaries the way it does
in Table 4 in this report.

Congestions Mitigation ard Air Quality Improve
rment. This Federal Highway Administra-tion pro-
gram has partialty funded facilities that Amtrak
uses now or will use in the future. Examples
include renovation  of the Worcester,

Massachusetts, Union Station,™ initiation of a
Los Angeles-Las Vegas trairs,"® and construction
of a new passenger station in Sturtevant,
Wisconsin® Amitrak is hopefut that those proj-
ects will establish a precedent for future CMAQ
funding of Amirak plans "located outside of non-
attainment and maintenance areas which have
heretofore been generally inefigible."®

Federalty Imposed { ocal Tax Exemptions. This is
acase of lowering Amntrak’s tax bill at the cost of
increasing someone else’s. The ARAA exemnpted
Amtrak from the local property tax levied in
Beech Grove, Indiana, where a major Amtrak
mairtenance facility is located. The elimination
of reveriue from the mairitenance facility meant
the loss of about $10 million in the city's
assessed valuation. As a resuit of Amtrak’s
exemption, there is more of a burden placed on
taxpayers.'®® The law also exernpts "Amtrak’s
passengers and other custorners from most
state and local taxes, fees, and charges.” '
Again, hardly the kind of treatment that most
“comimercial enterprises” receive,

Credibility Crisis # 10: Standards for
Measuring Amtrak Self-Sufficiency

Despite 4l of the pubiic funding and sup-
port from other agencies, Amtrak still finds it
necessary to reduced expenses by redefining
them. Amtrak is using several unconvention-
al accounting practices regarding mainte-
nance and depreciation in an attempt to
change the standards under which “self-suf-
ficiency” will be evaluated.

Amtrak admits to using capital grants for
“maintenance generally, which includes, and
is even broader than, progressive [equip-
ment] overhauts.”"® The amount could total
$800 miition in 1998-2002 to underwrite
maintenance expenses that traditionally have
been treated as operating expenses.'® Such
diversion of capital funds permits Amtrak to
appear to reduce -operating losses.
Proponents justify Amtrak's action since
public transit agencies perform the same
bookkeeping practice. However, Amtrak does
not compete with public transit. It competes
with intercity bus and air carriers, which
receive no public funds for equipment repair

24
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Table 4
History of Federal Subsidies, Grants, and Loans to Amtrak (in millions of doliars)

iy

L Fiscal Operating Excess R.R. General Bos-Wash Lump IRS “Tax
Year Funds Retirement Capital Capital Sum Refund” Total

e

1 1971-72 40.0 40.0
s 1973 170.0 170.0
1974 146.6 2.5 149.1
= 1975 276.5 . . 276.5
P 1976 357.0 114.2 v 471.2
- TQ® 105.0 : 25.0 50.0 180.0
g 1977 | 482.6 93.1 225.0 800.7
f! 1978 561.0 130.0 425.0 1,116.0
e 1979 625.0b 130.0 479.0 1,234.0
. 1980 670.4 191.0 362.0 1,223.4
‘ 1981 709.2 187.1 350.0 1,246.3
Lo 1982 522.4 36.0 176.6 170.0 905.0
1983 561.5 44.0 94.5 115.0 815.0
e 1984 562.1 56.0 98.3 100.0 816.4
- 1985 551.7 76.0 52.3 27.6 707.6
- 1986 500.7 88.0 2.0 12.0 602.7
1987 468.5 112.0 26.5 11.5 618.5
™ 1988 413.6 , 121.0 46.2 27.5 608.3
L 1989 410.6 144.0 29,4 19.6 603.6
1990 388.1 133.0 83.6 24.4 629.1
- 1991 343.1 144.8 132.0 179.0 798.9
' 1992 331.0 150.2 175.0 205.0 861.2
b 1993 351.0 146.0 190.0 204.1 891.1
1994 351.7 150.5 195.0 225.0 922.2
s 1995 392.0 150.0 230.0 200.0 972.0
1996 285.0 120.0 230.0 115.0 : 750.0
- 1997 222.5 142.0 1303.0 175.0 842.5
. 1998¢ 245.0 142.0 250.0 1,091.8 1,728.8
i 1999 : 571.0 1,001.8 1,662.8
i 2000 ' 521.0 521.0
2001 521.0 521.0
‘ 2002 521.0 521.0
: [ Loans 1,119.6d 1,119.6
' Totals 11,043.8 1,955.5 4,306.9 3,701.7 2,134.0 2,183.6 25,325.5

Sources: Background on Amtrak, Amtrak Annual Reports, Amirak Finance Department, General Accounting Office, DOT thpector
General, Amirak Reform Council.

& Transition quarter. Start of federal fiscal year changed from July 1 to Oct. 1.
b Includes appropriations of $25 million in 1978 and 1979 for partial repayments of government-guaranteed loans.
¢ Amtrak combined Boston-Washington capital request with general capital.

d Tn the 1970s, Congress gave Amtrak guarantee authority to borrow $880 million in a government-guarantee loan program. Amitrak
stated in 1983 that it would not ever be likely to repay the debt, and $880 million in debt plus $239.6 million in interest owed to the
U.S. Treasury’s Federal Financing Bank was repaid through an appropriation te DOT of $1,119,635,000.
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It is clear that
Amtrak has not
changed three
decades of mis-
management,

' poor planning,
and hidden
expenses.

and maintenance and which consider such

costs operating expenses, consistent with

generally accepted accounting principles.
The DOT 1G has said:

Congress approved using the capital
appropriation for both maintenance of
equipment and maintenance of infra-
structure in this fiscal year. This funding
approach does not change the definition
of what constitutes operating costs under
generally accepted accounting principles.
We have stated and Amtrak agrees that,
after 2002, Amtrak must fund directly all
expenses for maintenance of eguipraeat
and infrastructure without using any
Federal appropriatic)n's.167

Joining with the DOT 1G was the GAO,
reporting:

Amtrak disagreed with our inclusion of
expenses for progressive overhauls in our
discussion of Amtrak’s progress in achiev-
ing operational self-sufficiency. . . . As dis-

cussed in our repert,.generaliy.acceptech.

accounting. principles. consider . progras:
sive overhaul expenses to be operating
expenses. As a result, we have not revised
how these costs are cr;xtegorized.1 o8

Amtrak also wants to exclude deprecia-
tion from operating expenses, an act tanta-
mount to pushing aside GAAP standards for
the purpose of measuring operating self-suf-
ficiency. But such a practice is contrary to the
requirements of the ARAA, as stated by the
ARC: "The Council believes that the account-
ing standard specifically referred to in the
Council's statutory mandate, GAAP, is, both
logically and under current law, the method
it must use to measure Amtrak’s financial
performance.” ¢The ARC elaborated in con-
gressional testimony:

The Council believes that the ARAA
specifically establishes the standard
that the Council is required to use
generally accepted accounting prin-

ciples. .. .Section 203(g) of the ARAA
specifically requires that in making
its evaluation and recommendations
with respect to Amtrak's. perfor-
mance, the Council “shall consider
all relevant performance factors,
including . . . appropriate methods
for adoption of uniform cost and
accounting procedures throughout
the Amitrak system, based on generalfy
accepted accounting principles. . . . The
ARAA provides no standard othgf
than generally accepted accounting.:
principles by which-the. Couneikis.to
measure Amtrak’s financial perfor-
mances. Further, the Council
believes that GAAP is the appropri-
ate standard to use to measure
Amtrak’s financial performance
under the provisions of the ARAA"
fermpnasis added] "

Moreover, GAAP is used throughotit the
accounting and financial communities to
evaluate the financial condition of a for-prof-
it corporation, which is Amtrak's status
under its federal c:hart.er.‘71

in short, Amtrak is attempting to lower
the bar after the game has started. If
Amtrak’s contentions are accepted, no legiti-
mate standard would be in place to gvaluate
“self-sufficiency,” and taxpayers will contin-
ue to subsidize Amtrak operations during
and after FY 2003.

The Routes to an Amtrak
Alternative

It is clear that Amtrak: has not changed
three decades of mismanagement, poor plan-
ning, and hidden expenses that cost taxpay-
ers nearly a bitlion dollars a year. Amtrak is
irrelevant in much of the nation, is hopeless-

- ly dedicated to operating costly passenger
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trains that are a throwback to another era,
has failed to boost productivity in a signifi-
cant way, and is in the midst of a credibility
crisis of its own making. The route created by
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Congress to deal with Amtrak’s chronic
problems is through the Amtrak Reform
Council.

Time for Sunset Trigger

If the ARC makes a finding that Amtrak
will fail to reach self-sufficiency by FY 2003, a
“sunset trigger” will be implemented. Within
90 days of such a finding, the ARC must sub-
mit to Congress "an action plan for a restruc-
tured and rationalized intercity rail passen-
ger system,” and Arritrak must submit a plan
for its "complete liquidation.”’# Congress
then would be responsible for deciding
which route to take. The ARC has yet to
make such a finding.

they are.not
Despite repeated..promises.thatRrofits.
only i further down the road,.they
haven't -beers hack to Congress
every year with their tin cup.” I

The transportation secretary is indeed
correct, and the time has come for the coun-
cil to pull the sunset trigger, to officially find
that Amtrak will not becormne operationally

self-sufficient by late next year.

The Amtrak Reform Council: A
Weakened Entity

The ARC has stopped short of grappling
with fundamental Amtrak problerms regard-
ing its national system and has lacked the

. courage to do its job. The result could be bil-

lions of additional dollars i subsidies to per-
petuate an Amtrak systern the time for which
has long passed.

The ARC has made some positive contri-
butions to the dialogue on Amtrak, most
notably in urging caution regarding the cur-
rent high-speed rail bond legislation. The
council is troubled by provisions that rein-
force Amtrak’s de facto monopoly and harm
Amtrak’s possible competitors. The council
is also concerned about lack of objective cri-
teria to evaluate proposals for bond funding
and points to. the need for adequate project

evaluation by an impartial government
body.”* The council warned that Northeast
Corridor profits are not likely to be sufficient
to cross-subsidize long-distance trains. Itrec-
ommended creation of a separate rail infra-
structure authority to assurme ownership of
Amtrak’s Northeast Corridor line, and it
published a critique describing how pro-
posed Amtrak accounting methods violate
generally accepted accounting principles.
The ARC made a recommendation that
Amtrak split into two divisions, one to man-

.age the passenger rail operations and the
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other to oversee property and infrastructure.
Amtrak agreed.'’® This move could provide
more visibility into Amtrak’s often hidden
costs and inefficiencies. But the move could
also be used by the ARC as an excuse not to
pull the sunset trigger.

Amtrak is certain to require federal oper-
ating subsidies in the future, even if those
subsidies are disguised as capital subsidies,
but the ARC has so far failed in its responsi-
bility to set the sunset trigger in motion. The
council’s retuctance follows a three-and-a-
half-year pattern of weak oversight. The ARC
has not been as aggressive as the GAQ and
DOT |G regarding Amtrak’s financial crisis,
has not publicty objected to Amtrak’s refusal
to provide information that the ARC is
required by statute to evaluate, has gone
overboard in highlighting unsupportable
Amtrak opinions in reports, and has yet to
identify “routes which are candidates for clo-
sure or realignment.""" '

The council's public meetings seem
designed to bolster support for Amtrak
rather than explore alternatives to the failed
Amtrak paradigm. The council has solicited
testimony from interests sympathetic to
Amtrak without giving adequate attention to
the pros and cons of rail privatizations in
Japan, Australia, and Great Britain. Nor has
the ARC invited presentations by Guilford
Rail or Raiiway Services Corporation, which
offered - several years ago to purchase
Amtrak’s Northeast Corridor lines, to learn
about their difficulties in attempting to
bring eertain Amtrak services closer to pri-

If patterned after
the military
base-closing
commission, the
new Amtrak com-
mission would be
able to terminate
hopeless Amtrak
routes and pre-
serve and nurture
promising ones.
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Virgin Rail has
taken over lines
from British Rail,
sparking a traffic
boom far surpass-
ing anything in
Amtrak’s history,
and has placed a
$3 billion order
for new trains, the
largest-ever train
order in Britain's
history.

vate-sector operations. Finally, not one tax-
payer-advocate organization has been invited
to speak about Amtrak subsidies from the
taxpayers perspective.

One reason for the ARC's indecisive
behavior is that rail labor organizations,
although represented on the council, have
worked diligently to neutralize its effective-
ness. Their activities include urging Congress
to terminate funding and disband the
ARC."" Subsequent congressional chal-
lenges to the council’s blidget have generated
some understandable caution on the part of

_ the council.

ARC Chairman Carmichaet also has pro-
posed increasing taxes "two cents on the
motor fuel tax—one penny at the federal level
and a second penny from the states” in part
to support Amtrak.'’® But this approach
does not seemn to be the one envisioned by
Congress when it mandated that Amtrak run
without operating subsidies from the federal
government. Nor did this seem to be what
then-Senate majority feader Trent Lott had
in mind when appointing Carmichael to the
council: "The ARC will ensure that Amtrak
spends the taxpayers money wisely, The
Council's first loyalty will be to the Armerican
taxpayer—not to the nostaigic sound of pas-
senger trains going down the tracks.”"’

Congress has pressured the ARC not to
follow its own legal mandate. In a February
23, 2000, hearing, Sens. Kay Bailey

Hutchison (R-Tex) and John F. Kerry (D-

Mass.) instructed Chairman Carmichael to
abandon GAAP and permit Amtrak to
include depreciation and progressive over-
hauls as operating expenses eligible for capi-
tal subsidies. These senators seermed so reluc-
tant to curb Amtrak’s financial losses that
they would rather "legislate by edict” in a
committee hearing.

Their demand defied statutory language
requiring that the Council evaluate Armtrak
“based on generally accepted accounting prin-
ciples.® Even though tax-paying private
enterprises throughout the nation foliow
stringent GAAP rules, the senators would per-
mit tax-absorbingAmtrak to follow looser rules.
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Carmichael agreed to lower the account-
ing bar, thus facilitating Amtrak’s ability to
camouflage some operating losses as capital
costs. That charade will permit Amtrak to
claim it is "doinig well” while it shifts billions
of dollars from its operating account to its
capital account. Congress then might rely on
such misleading assertions to increase
Amtrak subsidies by billions of dollars. No
provision in the ARAA gave the chairman or
any council member the prerogative to join
in such a scherme. By agreeing with the two
senators, the chairman improperly and suit
marily reversed language regarding GAAP
approved in a fuli councit vote and published
a month earlier in the council's first annual
report to Congress." The chairman’s proper
response should have been to state that the
law must be amended if the council is to
ignore GAAP standards.

An Amtrak “Base-Closing” Cormmission
Proposal

Should the ARC fail to properly exercise
its responsibilities, policymakers could estab-
lish an entity patterned after the military
base closing commission.

The details of such a plan were established
in the proposed Amtrak Route Closure and
Reatignment Act, as introduced by Rep.
Frank R. Woif {(R-Va.) on March 20, 1997. The
bilt would create an 11-member commission.
Eight commissioners would be required to
have “expertise in rail finance, economic
analysis, legal issues, and other relevant
areas.” The president would appoint three
others, including the secretary of transporta-
tion, a representative of rail management,
and a representative of rail labor organiza-
tions."®? If patterned after the military
base-closing commission, the new Arntrak
commission would be able to terminate
hopeless Amtrak routes and preserve and
nurture promusing ones.

Liquidation lssues

The GAQ examined a possible Amtrak
bankruptcy or liquidation in a 1998 study,
“Issues Associated with a Possible Amtrak
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Liquidation.” The report focused on uncer-
tainties in estimating the costs associated
with liquidation, possible financial impacts
on creditors, the railroad retirement and
unemployment systems, and other rail ser-
vices. The study said Amtrak estimated that
the net liquidation cost could be $10 billion
to $14 billion over a six-year period.183

Since 1985, the GAQ has stated that legit-
imate differences of opinion exist concerning
the rights and obligations of the United
States in the event of an Amtrak bankrupt-
cy‘184 While pointing to uncertainties in esti-
mating Amtrak’s potential liquidation costs,
the GAQO stated: "In our opinion, the United
States would not be iegally liable for secured
or unsecured creditors’ claims in the event of
an Amtrak liquidation. Therefore, any losses
experienced by Amtrak’s secured and unse-
cured creditors woulld be borne in full by the
creditors themselves or their insurers.
Nevertheless, we recoghize that creditors
could attempt to recover losses from the
United States.”®

Although liquidation appears to bea mea-
sure of last resort, it has major appeal:
Liquidation would be the least expensive
option, even if Amtrak's estimated costs are
accurate, because the cost would be substan-
tially less than the $100 bitlion the GAQ esti-
mates may be needed for future Amtrak
trains—trains that in most cases will lose
money.

Alternatives to Amtrak

Advocates of increased Amtrak funding
would have the public believe that almost
everywhere else in the world nations spend
from a bottomless pit of public funding to
operate and maintain naticnal rail passenger
systems. The ARC found a different situation:

To the contrary, financial pressures
have caused governiments to imple-
ment various programs of reform,
restructuring, and privatization of
the national railroads of Germany,
Sweden, the Netherlands, ltaly, and
the United Kingdom. The effect of
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these reforms has been significant.
In some cases, higher efficiency and
quality have actually permitted a
reduction of public support. [n other
cases, support has increased because
the clearer contractual relationships
under the new regimes have given
governments higher confidence that
budgeted funds would be spent
effectively and for the purposes
intended.'®

Virgin Rail has taken over lines from
British Rait, sparking a traffic boom far sur-
passing anything in Amtrak’s history, and
has placed a $3 billion order for new trains,
the largest-ever train order in Britain's histo-
ry."¥ In Japan, privatization has reinvigorat-
ed development efforts, and the new railways
have designed more experimental trains
using more advanced technology than the
old national railway would have done.
Productivity improvements have made
Japanese railways nine times more preduc-
tive than Amtrak.

The productivity of other sectors is also
far more impressive than Amtrak's. For
example, in 2000 Amtrak had 26,000 workers
producing 5.5 billion passenger miles of out-
put, or 213,000 miles per worker. Southwest
Airlines produced 42 billion passenger miles
with its 30,000 empioyees, seven times
Amtrak’s productivity."™

Around the world, no fewer than 40
nations are replacing Amtrak-style railways
with franchised private operators, by selling
publicly owned rail assets to private interests,
inducing private funds in new rail facilities,
and devolving rail service to more efficient
regional or provincial public authorities."®®

Amtrak supporters are fond of saying that
no other national passenger railway in the
world has been able to make a profit. The
ARC found otherwise:

After the restructuring of the old
Japanese National Railway, the
fargest new railways, East Japan,
West Japan and Central Japan have

Around the
world, no fewer
than 40 nations
are replacing
Amtrak-style rail-
ways with fran-
chised private
operators.



e

i

%

i

===

i

il i sl

Most Amtrak
trains outside of a
few high-density,
short-distance
corridors are a
throwback to days
gone by.

been steadily profitable, and a major-
ity of their shares have been sold to
private investors. In many countries,
profitable companies provide rail
passenger services under contracts,
franchises or concessions awarded
and supported by public agencies. . .

Long-haul passenger trains in
Australia and the franchised passen-
ger operators in the U.K. operate
profitably, including contracted-for
public support and after paying
track assess fees; and all suburban
passenger services and the Metros in
Buenos Aires and Rio de Janeiro are
operated by concessionaires who
competed for the right to operate
trains and receive minimum public
support.'%°

Precedents exist in the United States
where publicly owned railroads have been
privatized or moved from federal to regional
authority.

Consider Conrail, formerly a major
freight line in the East and Midwest. With
about $7 billion in federal aid, Conrail revi-
talized the lines of six bankrupt railroads
including those of Penn Central. The federal
government owned 85 percent of Conrail,
prior to privatizing it under the 1981
Northeast Rail Services Act. When Conrail
was sold for $1.6 billion on March 26, 1987,
it was at that time the largest initial public
stock offering in the nation’s history.1 o
Conrail’s value continually increased, and by
1997 CSX and Norfolk Southern made corr
peting $10.3 biltion merger offers to Conrail
shareholders, the resulit of which was a buy-
out and split of Conrail with about half
going to each bidding railroad. -

The Alaska Railroad was regionalized
through the Alaska Railroad Transfer Act of
1982, in which Congress surrendered federal
control.™ The railroad routinely carries more
than a half a million passengers annually,’®
Comparisons with the most recent GAQ cal
culations of Amtrak traffic by route, issued in
1998, show that more passengers traveled on

this one highly seasonal Alaska railroad than
rode 35 of Amitrak’s 43 routes.™

In 1988 the President’'s Commission on
Privatization, a bipartisan panel including
representatives from labor and management,
concluded unanimously that the privatiza-
tion of Amtrak would be best for taxpayers
and for the future of the railroad.’®

The most promising method for privatiz-
ing American passenger service would be to
allow competitive contracting for regional rail
service. Building on domestic and foreign
experience, the United States could establish a
process for awarding passenger rail franchises.
Doing so would create competition, a key fac-
tor in develaping better performance.

- Franchising would also foster good manage-
ment because the cost of a service is highly vis-
ible in the price of a contract, whereas the cost
of a government-operated service is usually
obscured. But regardiess of whether Amtrak
assets are solfd, leased, or franchised, private
operators would do a better job of developing
routes with true market potential.

The most significant ridership increases
on Amtrak often corme from new services or
major service improvements initiated and
financed by states or groups of states. This
was true of Seattle-Portland, where, had it
not been for state involvernent beginning in
1994, Amtrak traffic would have remained at
the stagnant level it experienced from 1971
through 1993. California has spurred rider-
ship increases on short-distance routes into
Sacramento and San Diego. The localization
process sets the stage for non-Amtrak opera-
tion of state-subsidized trains. Dallas select-
ed Burlington Northern Santa Fe Railroad
and Herzog Transit Services over Amtrak for
commuter rail services, and Amtrak lost a
Los Angeles comimuter car maintenance con-
tract to Bombardier.

Private companies have innovated special-
ized trains that appeal to the tourist market,
namely the American Orient Express with
coast-to-coast trips and the Napa Valley
Wine Train, with a focus on a particularly
alluring section of California. Holland
America Westours and Princess Tours cater
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to the leisure market by running special
coaches on the Alaska Railroad, helping that
rail line autperform most Amtrak routes in
the lower forty-eight.

Regrettably, America's policymakers have
been pro-Amtrak and anti-private sector,
wasting billions of dollars in subsidies.
Nevertheless, glimmers of interest from the
private sector have emerged. Massachusetts-
based Guilford Rail System several years ago
offered to purchase or lease Amtrak’s
Northeast Corridor line and to operate pri-
vate passenger service as a responsible
approach to the inevitable failure of
Amtrak.""®® A Pniladetphia-based private
company, Railway Services Corporation,
offered to take over Amitrak service between
Harrisburg and Philadeiphia.'®’ But the
Ciinton administration stonewalled the first
proposal, and Amtrak blocked the second.
Quite recently, New Jersey Transit's board
voted to take over operation of Amtrak's
Clocker service during the next five years on
the Northeast Corridor line.'"® A recent
report by the New York State Senate
Standing Committee on Transportation
urged the state to take control of the two
East River tunnels that are used exclusively
by the Long Island Rail Road to reach Penn
Station in New York. "The Metropolitan
Transportation Authority, the state agency
that runs the commuter railroad, has been
rebuffed by Amtrak in previous attemnpts to
gain control of the tunnels.'™

The fact that Amtrak is now splitting into
two divisions, one to run the trains and the
other to manage the properties, should make
any sell-off or franchising systerm easier to
implement.

Although little known, private companies
are monitoring prospects for private opera-
tion of rail passenger service in the United
States. Travel Agent reported that the compa-
nies known to be examining Amtrak include
"U.K.-based Virgin Management Group,
Boston-based Guilford Rail, and St. Joseph,
Missouri-based Herzog Transit Services,
according to spokespersons from each cory
pany. "2
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Conclusion

A government-owned Amtrak wili never
be soivent. If the government required
Amtrak to live by the same accounting stan-
dards used by private industry, Amtrak
would never be profitable. Amtrak is a severe-
ly bleeding patient, and Congress is a doctor
whao simply keeps pumping in more blood.
This particular doctor has yet to learn that he
needs to treat the disease that causes
Amtrak’s hemorrhaging, not the symptorms.

The Amtrak Reform Council has a duty to
make the finding that Amtrak cannot run
without operating subsidies. The ARC
should pull the sunset trigger, beginning the
90-day period for determining Amtrak’s
future. There are a number of ways to dispose
of Amtrak. It can be privatized as a whole, or
its potentially profitable routes can be sold
off piecemeal to private companies. It is
important that we start this process rather
than throw more good money after bad in
the form of subsidies, or new bond authori-
ty, or "emergency” bait-out money.

Intercity rail passenger service has a future
in the United States, particuiarly on short-dis-
tance routes where high population densities
are found. Even some of the long-distance
routes might survive as a "land cruise” aimed
at vacationers and tourists who are willing to
pay the price for a unique travel experience.

But most Amtrak trains outside of a few
high-density, short-distance corridors are a
throwback to days gone by. The railroad does
not now contribute much to America’s
mobility, and its future plans, although
expensive, spell more of the same. History is
clear that increasing subsidies to Amtrak will
not solve Amtrak's problems. The nation
must create a public-private rail franchise
program and eliminate disincentives to pri-
vate cormnparties that rmay be interested in tak-
ing over promising Amtrak routes.

The federal government does not run a
national airline. It does not operate a nation-
al bus company. The justification for a
national passenger railroad has evaporated.

A government-
owned Amtrak
will never be
solvent.
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If ever there was a time for a true reform of
rail passenger service, the tirme is now.

Notes

1. Laurence Arnold, "Amtrak Usage Swells after
Attack,” Associated Press, September 14, 2001.

2. Lyndsey Layton and Katherine Shaver, " Travelers
Switch to Rail as National Stays Closed,” Washington
Post, Septernber 18, 2001, p. A18.

3. Liz Kowalczyk and Jeffrey Krasner, “Sudden
Drop in Air Travet Strains Rail and Bus Service,”
Boston Globe, Septernber 17, 2001,

4, Terry Horne, "Attacks Shift Focus of Federal
Workers,” Indianapolis Star, September 30, 2001,

5. Sonja Isger, "Train, Bus Ridership Tapering
Off after Post-Disaster Peak,” Palm Bsach Post,
Septemnber 20, 2001, p. 3A.

6,  Stuart Silverstein, "Amtrak's Post-Attack
Ridership Surge Is Ebbing,” Los Angeles Tirnes,
September 27, 2601, p. C-1.

7. Bob McCoppin, “Amtrak Looks at Beefing Up
Security,” (Chicago) Daify Herald, Septernber 24, 2001,

8. David Morgan, "Mineta Questions Need to Screen
Amtrak Passengers,” Reuters, Cctober 1, 2001,

9, Dawn Kopecki, "Lawmakers Support Amtrak
Disaster Aid, Rail Wants $3.2B,” Dow Jones
Newswire, September 24, 2001.

10. Peter Kaplan, "US. Airline Crisis Seen Sparking
Rait Investrmert,” Reuters, September 25, 2001,

11. Dean E. Murphy, "State Fauits Amtrak for
Neglect of Tunnels,” New York Times, August 23,
2001.

12. Mark R Dayton, Office of the Inspector
General, Department of Transportation,”Fire and
Safety Needs in the Penn Station-New York
Tunrels,” Testimony before the New York State
Senate Transportation Committee, March 9,
2001, www.oig.dot.gov.

13. Shailagh Murray, “Senate Dermocrats Weigh
Funds for Rail Service to Spur Economy,” Wail
Street Journal, September 25, 2001,

14. “Transportation Issue Requires Realistic
Thought,” Evansvilie Courier and Press, September
30, 2001.

15, . Kopecki, "Key US House Lawmaker Plans

$71B High-Speed Railway Bill,” Dow Jones
Newswires, September 24, 2001

18. MNew York Central Railroad Timetable, Form
1C01, April 1953, p. 44.

17. Amtrak Nationwide Schedules, Sample Fares,
May 1, 1971, p. 27,

18, lbid.

19. Daniel Machalaba and Carlos Tejada, "Amtrak
Ridership Jumps by 80%; Increase Could Endure for
Years,” Wall Street Journal, September 14, 2001.

20. “Amtrak Offers Deal for Acela Express Tickets,”
Trainscom News Wire, Septemmber 10, 2001,
www.trains.com.

21. See tickets.Amtrak.com.

22. Tre total number of intercity passengers was
114,786,407 in 1964; 106282578 in 1965 (down
8,503,829 from the previous year); 105286419 in
1966 (down 996,159); and 98,078,484 in 1967 (down
7.207935), as reported in "Passenger Traffic and
Revenues—Otner than Commutation,” Interstate
Cornmerce Commission, Washington, undated.

'23. Washington Star, Juiy 9, 1979. Other stories
included William H. Jones, "Travel Record
Nationwide on Amtrak Rails, Washington Post, May
31,-1979; Joe Lediie, "85% Ridership Jump May
Breathe New Life into Near-Dead Crescent,”
Atlanta Journal and Constitution, June 24, 1979; Fred
Pilisbury, "Fuel Problems a Pickup for Amtrak,”
Boston Globe, May 24, 1978; “Suddently, the Trains
Are Sold Qut," Richmond Times-Dispatch, May 18,
1979; "Gasoline-Wary Travelers Line Up for Buses,
Trains,” Chicago Sun-Times, May 11, 1979.

24. Quoted in Silverstein, p. C-1.

25. Quoted in James Evans, “Riding the Rails,”
Crair’s Chicago Business, September 25, 2001.

26. Quoted in Silverstein, p. C-1.

27. Danielle Fidler, "In Search of Security,” Letter
to the editor, Washington Post, Septernber 28, 2001,
p. A38. :

28. Quoted in Layton and Shaver, p. A19.

29. Quoted in David Kiley, "Uneasy Travelers Put
Holiday Plans on Hold,” USA Today, September
23, 2001,

30. Quoted in Lisa Gubernick and Daniel
Machalaba, "Travelers Take to the Rails, but Find
Service Is Spotty,” Walil Street Journal, September 26,
2001

32



L s il I

s

s

i

£

.

£

=] )

&
€

'\::msportatlon Appropriation Subcommittee o

31, James. M. Beggs, Under Secretary of
Transportation, Letter to John D. Ehrlichman,

. February 18,1970, p. 8.

32, Kenneth M. Mead, Inspector General, US.
Department of Transportation, Testimony before
the Subcommittee on Railroads of the House
Committee on Transportation and [nfrastruc-
ture, 107th Cong., 1st sess., July 25, 2001, p. 1.

733, Amtrak issued nine press releases between
August 25, 1999, and April 26, 2001, with head-
lines such as "Amtrak’'s Bottom Line Continues
to Improve and An her Month of Record~

35, "Amtrak’s Progress in Improving lts Financial

Condition Has Been Mixed,” U.S. Generai
Accounting Office, July 9, 1999, pp. 5, 8.

35. Phyllis F. Scheinberg, General Accounting
Office, Testimony before the Senate Committee on
Commerce, Science, and Transportation, 106th
Cong., st sess., Septernber 26, 2000, pp. 1, 5.

36. Scheinberg, Testimony before the House
Transportation Appropriations Subcommittee,
107th Cong., 2d sess., March 21, 2001, p. 5.

37. JayEtta Z. Hecker, General Accounting Office,
"The Congress Faces Critical Decisions about the
Role of and Funding for Intercity Passenger Rail
Systems,” Testimony before the Subcommittee
on Railroads of the House Committee on
Transportation and Infrastructure, 107th Cong,,
Tst sess,, July 25, 2001, p. 1.

38. Mead, "Amtrak’s Financial Performance and
Requirernents,” Testirmony before the Transpor-
tation Appropriations Subcommittee of the
House Appropriations Commlttee, March 21,
2001, pp. 2, 3,12, 13, 15.

39. Mead, Testimony before the Subcommittee
on Railroads of the House Committee on

Transportation and Infrastructure, 107th Cong.,
1st sess., July 25, 2001, p. 5.

40. Don Phllhps, "Amtrak Wants to Mortgage

”“‘“"-n»‘-,.‘.,_-—.«.

41, Sen. John McCain, Testimony befor

the Senate Appropriations Comrmittee, 107th
ong., Tst sess., June 28, 2001, p. 2.

/
42. Arnold, ’ MMHagement
Jobs,” Assoc»ated Press, July 27, 2001. ‘\

43, "Amtrak Will Continue to Have Difficu;ty
/
/

(\‘ 33

Controlling lts Costs and Meeting Capital
Needs,” General Accounting Office, Washington,
May 31, 2000, p. 23.

44, A New Vision for America’s Passenger Rail,”
Working Group on Intercity Passenger Rail,
Washington, June 1997,

45, “Intercity Rail Passenger Service in America:
Status, Problems, and Options for Reform,”
Amtrak Reform Council, Washington, March 19,
2001, p. 4.

46, “Financial Performance of Amtrak’s Routes,”
General Accounting Office, GAO/RCED-28-151,
May 1998, p. 5.

47. lpid., p. 10.

48, Scheinberg, “Prospects for Amtrak’s Financial
Viability,” Letter to Rep. Frank Wolif, June 5, 1998, p. 7,

49, Anthony Haswell, "Which Way for Amtrak?”
Washington Post, July 24, 1998, p. A19.

50. George Warrington, president, Amtrak,
Testimony before the Subcommittee on Rail-
roads of the House Committee on Transporta-
tion and Infrastructure, 107th Cong., 1st sess,
Juty 25, 2001.

51. Quoted in Tom Ramstack, "Amtrak Likely to
Miss Deadline for Self-Sufficiency, Officials Say,”
Washington Times, July 26, 2001, p. B10.

52. The action was denounced by the David
Keating of the National Taxpayers Union, who
wrote! "This is offensive to taxpaying Americans
who normally have but three years to lawfully
obtain refunds to which they are entitled. We
know of no other entity or taxpayer being treated
in such a favored manner.” Letter to members of
the U.S. House of Representatives, Novernber 13,
1997.

53. Taxpayer Relief Act of 1997, § 977(e)(1).

54. Untitled Amtrak press release, ATK-97-162,
Juty 30, 1997.

55, "Making Investments in America's Passenger
Rail Systern: Amtrak’s Quarterly Report on TRA
Funding,” Amtrak Reform Council, July 31, 1998,
et

56. lbid, p. 2.

57. Joseph Vranich, member, Amtrak Reform
Council, Letter to Amtrak, August 31, 1998.

58, Mark Yachmetz, Federal Railroad Adminis-

S ——



il ol

i

i

ko

tration, Letter to loseph Vranich, November 5,
1998, p. 2. Such representations by Amtrak were
also made orally in a meeting with Amtrak staff
on July 31, 1998, and with members of the
Amtrak Board of Directors on Septermnber 24,
1998.

59. “A Preliminary Assessment of Amtrak,”
Amtrak Reform Council, Washington, January
24,2000, p. v.

60. "Intercity Rail Passenger Service in Arnerica,” p. 6.

51, "Amtrak Needs to Improve Its Accountability
for Taxpayer Relief Act Funds,” Report to the
Chairman, House Committee on Transportation
and Infrastructure, GAG/RCED/AIMD-00-78
ary, 2000, p. 5.

62. “A New Vision for America’s Passenger Rail,”
Report of the Working Group on Intercity Passenger
Rall to the Committee on Transportation and
[nfrastructure, June 1997, p. 3 and Appendix A, p. 1.

63. McCain, Testimony before the Transporta-
tion Appropriations Subcommittee of the Senate
Appropriations Committee, 107th Cong,, Tst
sess., June 28, 2001, pp. 2-3.

64. Martin Tolchin, "Amtrak Picks up Fans with’

High-Speed S-2000,” New York Times, February 2,
1993.

65. Jlames Harrey, "Techno-Train Turns Corner on
the Future,” USA Today, January 28, 1993, p. 3A.

66. Untitled Amtrak press release, ATK-93-24,

May 19, 1993.

67. “Amtrak Announces Six Pre-Qualified High-
Speed Train Set Consortiums,” Amtrak press
release, ATK93-57, Novemnber 3, 1993.

68. Thomas M. Downs, president and chairman,
Amtrak, Testimony before the Transportation
Appropriations Subcommittee of the House
Appropriations Committee, 106th Cong., 1st
sess,, March 17, 1994, pp. 20-21.

69. “Amtrak Seeks Bids for First High-Speed
Train Sets Built in the United States,” Amtrak
press release, ATK-94-83, October 6, 1994,

70. Gene Kramer, "Amtrak Train Deliveries behind
Schedule,” Associated Press, March 17, 1996.

71. Warrington, acting president and chief execu-

tive officer, Amtrak, Testimony before the
Transportation Appropriations Subcommittee of
the House Appropriations Committee, 105th
Cong., 2nd sess., March 11, 1998, p. 13.

34

72. Machalaba, "All Aboard? Amtrak’s Metroliner
Has Disappearing-Railroad Biues,” Wali Street
Journai, March 10, 1999.

73. Machalaba, "Much-Hyped as Super-Fast
Train, Acela Creeps along Certain Routes,” Wall
Street Journal, August 2, 2001

74, Prillips, "Amtrak's New Tilt Trains a Bit Too
Wide,"” Washington Post, January 7, 1999, p. F1.

75. Lorraine Woellert, "Fast Train to Nowhere?”
Business Week, September 27, 1999, p. 56.

76. Phillips, "High-Speed Rait Meets New Detay,”
Washington Pest, February 1, 2000, p. E1.

77. Pnillips, "Amtrak Halts Tests of New Fast
Trains,” Washingion Post, june 20, 2000, p. A14.

78. Pnillips, "Amtrak Testing of High-Speed
Electric Train Is Delayed Again,” Washington Post,
Juty 22, 2000, p. A11.

79. Arnold, “Equipment Problem Stops Speed
Train,” Associated Press, December 12, 2000.

80. Penelope Overton, "Builet Train Loses Power:
Amtrak’s Acela Express Experiencing ‘A Very Bad -
Run of Luck,” Hartford Courant, Juty 13, 2001, p. B1.

81. Paut Doocey, “Just Thinking,” Bank Systems
and Technology, June 1, 2001,

82. 2000 Assessment of Amtrak's Financial
Performance and Requirements,” U.S. Depart-
ment of Transportation, Office of the Inspector
General, CR-2000-121, Washington, September
19, 2000, pp. 13-15.

83, Mead, "Amtrak’s Financial Performance and
Requirements,” Testimony before the Transpor-
tation Appropriations Subcommittee of the
House Appropriations Committee, 107th Cong.,
st sess., March 21, 2001, p. 17.

84, Mead, Testimony before the Subcommittee
on Railroads of the House Committee on
Transportation and Infrastructure, 107th Cong.
1st sess,, July 25, 2001, p. 10.

85. Raphael Lewis, "On-Time Woes for Acela
Express Train,” Boston Giobe, July 8, 2001,

86. . Arnold, "Acela Express off to Slow Start,”
Associated Press, August 21, 2001

87. "US Airways Shuttle New 6 A.M. Departures
Begin Tomorrow between Reagan National and

LaGuardgia Airports,” US Airways press release,
January 31, 2000.



e

SN

LN B S

3 B3

S R

EXHIBIT B




D " | |
- NATIONAL RAILROAD PASSENGER CORPORATION
L Office of the Inspector General

[" Apmu,zqm-ssprsmsen 30, 2eoi
- | emiannual Report
no | to Congress

£

ANMTRAKC

R

-
L

1



NATIONAL RAILROAD PASSENGER CORPORATION
Office of the Inspector General

Semiannual Report
to Congress

REPORT NO. 24
APRIL 1, 2001 - SEPTEMBER 30, 2001

AMTIRAK

oy



I S SRS

— w}

Y

i

i

i r

1

1

This is the Office of Inspector General’s
(OIG) twenty-fourth Semiannual Report
to Congress, which summarizes major
activities and accomplishments of the
Office for the period April 1, 2001
through September 30, 2001.

The Semiannual Report contains statis-
tical information on audit and
nvestigations. In the body of the report,
we discuss in greater detail some of the
more significant audits, investigations,
and evaluations we have conducted. To
help readers who are less familiar with
Amtrak’s operations and programs, we
include this overview to provide topical
information about the company so readers
can better understand what drives
Amtrak’s operations and programs.

OVERVIEW

In 1997, Congress enacted the Amtrak Reform and
Accountability Act, authorizing $5.2 billion for Amtrak over
five years and requiring Amtrak to manage its way to being free
of federal operating subsidies by December 2002. This began
the “glide path™ of Amtrak towards operating self-sufficiency.
The Act also created the Amtrak Reform Council, intended to
oversee compliance with the Act and make certain recommenda-
tions to Congress if it determined Amtrak could not make the
glide path. It also created the Amtrak Reform Board which
serves as a more traditional Board of Directors. It oversees
Amtrak’s management, and helps in setting funding priorities
and effecting policy decisions.

A i inn h ear in its glide erat
i oon be dcbates hearings, and

disagzeements about the successes and failures of the company
in achieving this statutory goal. However, at the end FY 2001,

there are just as many opportunities as obstacles facing the
company in moving forward.

It is unknown what long term effect September 11 will have on
Amtrak operations. Congress is considering emergency legisla-
tion to provide safety and security funds for improvements in
critical tunnel repairs, bridge upgrades and replacements, and
other infrastructure improvements, as well as improvements in life
safety and emergency response systems. This legislation will help
Amtrak prepare its facilities and personnel to meet the new secu-
rity challenges ahead. Amtrak’s operations were immediately

-impacted by September 11. Ridershin initially increa; ign

Empire Builder | Glacier National Park, MT

Executive Summary

Rxdexshlp and revenuesl e oaso t least shght]y for
Amtrak in most areas of the country at a very critical time in the
company’s strategic business plan and glide path, and at least
some of the new travelers drawn to Amtrak will permanently
change their mode of travel to rail. Additional ridership potential
may be realized if other transportation modes continue to be
adversely affected by terrorist events or economic conditions.

rak begins its findl gar of

The very deﬁmtmn cf operatmg seli-sur iciency has
created some confusion and misperceptions. Initially, the goal
conternplated that Amtrak would eliminate its need for a federal
operating subsidy, but not the need for continued federal capital
funding. During the glide path, Congress refined the definition
and granted the additional flexibility given other subsidized
modes by permitting capital appropriations to be used for certain
non-capital work, i.e. certain maintenance of equipment,
progressive overhauls, and certain maintenance of way
expenses. Today, however, there are still those who believe that
achieving operating self-sufficiency means a permanent end to
all federal subsidies, or those who continue to apply the tradi-
tional generally accepted accounting principles (GAAP)
definition to self-sufficiency.

Executive Summary 1
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For the last several years, practically all of Amtrak’s planning
and spending has been driven by the singular goal of operating
self-sufficiency. For that reason, budgeting, revenue forecasts,
borrowing to meet short term cash obligations, where and when
to commit capital, and other financial decisions have sometimes
been force-fit into the glide path, or backing into the required
numbers. Amtrak realized that not meeting the glide path might
trigger statutory reorganization and/or liquidation planning,
and it saw as its first goal the need to meet the glide path at any
and all costs.

To a large degree, Amtrak has been severely hamstrung in its
cfforts by external circumstances. Amtrak relied heavily in its
strategic business planning on a timely launch of the high speed
Acela Express service, and obtaining almost immediate financial
contribution to achieve the glide path numbers. Unfortunately,
design and manufacturing delays ensued. Amtrak reported the
delay of Acela high speed trainsets alone has cost the company
potentially over $300 million in lost passenger revenues.
Similarly, Amtrak’s network growth strategy and its mail and
express service expansion assumed all necessary capital would
become available, a good economy would continue, and there
would be a highly favorable market responses. Not all of these
assumptions proved accurate, and there are no alternate plans
that can fill the revenue and cash shortfalls, short of borrowing
and significant asset conversion.

There were also certain assumptions made by Amtrak that were
within its control and where Amtrak consistently assumed
positive results, The Department of Transportation’s Inspector
General has commented in his annual reviews that Amtrak’s
optimistic assumptions on business plan actions, productivity
improvements, and revenue forecasts were over estimated. It
appears the Inspector General’s assessments, which could not
have foreseen and did not anticipate economic downturns, were
more on target than Amtrak’s planned scenarios. Certain
improvements tied to implementation of revised service stan-
dards, productivity improvements, presentecism, and other
internal savings or expense reductions never fully materialized.

OlG Perspective

As the debate on Amtrak begins in the new fiscal year, we would
like to add our perspective and advice as the in-house OIG.
First, it is clear there is a broad mandate for rail passenger
services as demonstrated in the bi-partisan support for expansion
of high speed rail services, in at least two competing high speed
rail bond bills, as well as the support for significant investment
in safety and security for the railroads in pending legislation.

2. Executive Summary

Second, well intended efforts to privatize Amtrak in its current
incarnation, or efforts to require that Amtrak attain profitability,
will not be successful. Any examination of “privatization” and
comparisons with other countries should be viewed carefully and
within the broader context of their culture, historical subsidiza-
tion, and hidden subsidization.

Third, despite route and service flexibility given in the Reform
Act of 1997, Amtrak remains a statutorily mandated national
rail passenger service. As such, Amtrak provides a myriad of
services in different operating environments, with different
partners, with differing levels of social and economic contribu-
tions and impact, and with different financial outcomes for each
service. While there may be room for other carriers in any
possible expansion of rail passenger service, the considerable
historical investment in Amtrak’s physical resources, infrastruc-
ture, and personnel must play a pivotal role in any solution
going forward.

What has gone wrong over the years is that there are unfounded
expectations that Amtrak can become profitable through some
kind of company break-up, superior for-profit management
initiative, radically revised labor contracts, unspecified expan-
sion or growth, depolitization in selecting and de-selecting

" services and routes, or opening the Amtrak rail passenger service

monopoly to competition and the free market. While each of
these events can affect the bottom line, it is highly unlikely they
will occur overnight, together, or if at all in the short term.

The simple fact is that Amtrak as a national system, or even as
individual parts of the Amtrak system, cannot exist or stand
alone without federal or a federal-state subsidy. Among indus-
trialized nations with significant passenger rail service, only
Japan and some Scandinavian countries claim a profit. Yet, even
these modest profits discount years of substantial national subsi-
dies. The population densities, geography, and supportive
culture around passenger rail in these nations are not readily
duplicated in the United States. Congress, Amtrak, and most
Americans want a national rail passenger system of which all can
be proud. They want their version of a Tres Grande Vitesse
(TGV) or an ICE train, or they want more Acela Express, Talgo,
Surfliners, or other more modern, faster service. There is
growing frustration that the United States does not have such
service after years of federal and state investment.
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Funding Passenger Rail Service

Any new plan to effect improvements in rail passenger service
must address the significant capital needs that historically have
not been met. This refrain has been sounded by supporters and
critics of Amtrak alike, but there are different opinions about
where and how funding should be derived. What has also been
missing is a failure to distinguish among which projects and
programs warrant funding, and ultimately how success will be
determined. For example, there is now momentum building for
high speed rail and for developing certain corridors. Are all
corridors equal candidates for development? Are there greater
social and economic needs in some corridors than others? Are
some states and localities better off financially than others and
more likely to obtain funding first? Should several corridors be
developed simultaneously, with planned intercity, inter-
corridor linkages? What entity should centrol and manage
these decisions?

There needs to be more dialog about the relationship between
funding and outcomes. When Congress passed the Taxpayer
Relief Act of 1997 (TRA), the funding arrangements for the
glide path changed. Amtrak was then reluctant to request the
full authorized funding in light of the TRA cash infusion, and
Amtrak also was not forthcoming with Congress until later in
the glide path about its larger long term capital needs.
Subsequently, some TRA funds were diverted to more tradi-
tional operating purposes to help achieve the glide path. Today
however, the current backlog of capital work necessary to bring
the infrastructure to a required “state of good repair” is substan-
tial and must be addressed. How and where capital is used and
leveraged for the long term, needs to be understood and spelled
out so that it is clear how and when operating expenses will, or
will not, be affected.

New Metrics

It is time for Congress to move away from the singular, global
metric of operating self-sufficiency. Rail passenger service will
not make a profit in the foreseeable future, and while desirable, it
is doubtful Amtrak or any other entity providing rail passenger
service can be held to traditional standards of profitability.
Congress instead needs to adopt a set of “betterment” metrics and
clearer definitions of success to gage properly the return on future
federal investments. And, within these metrics, decision makers
should acknowledge that the transportation needs of the cities and
communities served and the opportunities for expanded service
are vastly different across the nation. It is more important that
Amtrak demonstrate continual improvement in its services and a
more effective use of its assets, than achieving a self-sufficiency
goal but in a precarious financial condition.

What kinds of metrics make sense? Traditionally, within the
transportation industry, business metrics include both financial
and non-financial performance measures, including safety
performance, on-time performance, passenger load factor, ticket
yield, revenue/cost per seat/passenger mile, and customer satis-
faction indices. Metrics can be farther broken down or
examined by geography (origin-destination city pairs, trip
length, service/route/lane), levels of equipment utilization
(fleet/equipment type, return on asset), or contractual arrange-
ment (subsidiary operating carricr, state-supported service).
Other broader but equally important metrics, address produc-
tivity and outputs such as the efficacy and costs of mechanical
and maintenance efforts. While Amtrak provides a great deal of
information about its operations and programs to the Office of
Management and Budget and Congressional oversight commit-
tees, no adequate baselines or service success measures have
been established. Additionally, there has not been enough
discussion about the social impact and needs in some areas of the
country which have been adversely affected by transportation
deregulation or the economy.

On the most important of measures Congress and the
Department of Transportation have repeatedly demonstrated,
they are first and foremost concerned that Amtrak maintain a
safe railroad; and Amtrak has unequivocally delivered on this

Union Station | Los Angeles, CA
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critical requirement. Amtrak not only adheres to Federal
Railroad Administration regulations, it often adopts maintenance
and inspections standards greater than those required by law or
regulation. Given the uncertainties ahead, substantial work will
be required to keep Amtrak a safe railroad in light of the
September 11 events. Greater attention to protection of physical
infrastructure, traffic control, passenger screening, and emer-
gency response and evacuation are paramount. While still being
defined, the Rail Security bill is a timely and appropriate
response to these needs.

Asset Utilization and Financial Management

With the amount of investment made in rail to date, there should
be considerably more attention paid to asset utilization and
managing capacity. One measure cited frequently for passenger
equipment is passenger load factor, usually measured as a
percentage of capacity. Most persons can argue that Amtrak’s
load factors have not been optimized, standing at less than 50%
nationwide; however, their frame of reference is an airline load
factor. In some areas of the country for passenger rail service, an
equally critical metric is the peak load factor, which describes
that point in a route where a near “sold out” point is reached.
Unlike an aircraft that flies from point A to point B with possibly
an intermediate stop, most Amtrak trains make many interme-
diate station stops. Amtrak, therefore, must balance its capacity
and bookings to accommodate a peak load factor, while trying to
offer a competitive alternative. Load factors alone, like any
singular metric, need context.

Carriers are also concerned with yield, usually expressed as
revenue per passenger/seat mile. The airline industry has devel-
oped a comprehensive and complex yield management system,
which provides a framework for optimizing fare and pricing
policies and fleet planning. Amtrak’s yield management
program, even after thirty years, is still embryonic and needs
considerably more investment and attention. Amtrak should be
required to use its excess capacity more efficiently by adjusting
consists (train make-up) more frequently and demonstrating
more effective fare and pricing policies. During the early years
of the glide path period, Amtrak attempted to undertake changes
in this area by identifying areas of market need which overlap its
route structure. These route analyses were grounded in econo-
metrics modeling and detailed cost analyses, known as the
market-based network analysis (MBNA), but the MBNA
strategy was not fully completed and has not been fully effected.

Amtrak needs to improve upon its financial and management
information reporting systems. While Amtrak has been oper-
ating under GAAP for thirty years, and has had “clean opinions”
in all of those years, a company cannot manage on financial

4 Executive Summary

statement outcomes alone. A company’s critical asset is infor-
mation, especially financial information and the relationship
of expenses to revenues. While Amtrak collects significant
amounts of financial information, there is insufficient analysis
and distribution of such information within the company.
Amtrak does have several very effective management systems in
place for some activities, such as Amtrak’s ARROW reserva-
tions and ticketing system; however overall, Amtrak lacks true
financial and management information systems. There are inad-
equate support systems in place for mechanical and maintenance
operations that link costs and the true benefits of activities.

State and Local Partnerships

There should be greater recognition that Amtrak’s considerable
service offerings, state and local contract agreements, and freight
railroad relations are not the same in all parts of the country.
Amtrak and the northeast regional commuter entities have a long
history of successfully working together, most often in sharing
equipment, track construction, track maintenance resources, and
coordinating scheduling and traffic dispatching. These relations
are unique in the northeast as the Northeast Corridor (NEC)
spine from Washington, DC to Boston is ptimarily owned and
operated by Amtrak. Too often, critics of Amtrak cite a “prefer-
ence” to the NEC, but the NEC operations are different because
it is the only major piece of railroad property owned and
operated by Amtrak, and furthermore, it is the only electrified
passenger service in the country.

Amtrak should build on and leverage the other kinds of state
and regional partnerships in place; from the well established
successes in California, Oregon, and Washington in the west, to
the expansion of commuter and short-distance markets in
Virginia, North Carolina, Georgia, and Florida in the east.
Since 1990, California and Amtrak have joinily funded
$1.2 billion in predominantly capital projects involving stations,
maintenance facilities, tracks, and signaling. Amtrak worked
closely with California in developing their 20-year Passenger
Rail System Improvement Plan. Since 1993 in the northwest,
Amtrak expanded its partnership with the states, cities, freight
railroads, and business’s in a $550 million program to reduce
traffic congestion in the I-5 corridor and to expand the
Vancouver service. Other projects address grade crossing
safety and ground work in anticipation of a high speed rail
investment act. In the midwest, Amtrak has worked closely
with Illinois, Michigan, and Wisconsin, to prepare for high
speed rail services through Chicago, which will augment a
number of other state-supported services.

Most states supporting Amtrak plan around the Amtrak service
in the broader context of their other transportation needs.
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Amtrak service is often tied to intermodal facilities, including
buses, light rail commuter, and airport connectors. Many
nations have found that rail, especially high speed and increased
frequency, play a critical role in the 300 mile and under market.
Amtrak’s station connections at the Baltimore-Washington
International Airport, recently announced Airtrain service
connections at Newark International with New Jersey Transit
and Amtrak to Continental, and planned connections at T. F.
Green in Providence are a few examples of such integrated
planning. It is inconceivable that any debate about Amtrak and
the future of passenger rail service can take place without
acknowledging these state and regional agreements, taking note
of what has and has not worked well with these entities.
Amtrak, the participating states and regional authorities, and
others should be given credit for the many successes in these
service relationships.

Any decision to eliminate parts of the national route structure must
be taken very carefully. It is quite probable that when a route
elimination decision is made, it will be decades, if ever, when that
decision could be reversed. The efforts to restart Oklahoma
service after years of abandonment should be remembered.

Employees of the Rail Service

Finally, there has been insufficient attention paid to Amtrak’s
human capital, its employees, and their ability to operate
passenger rail services in sometimes difficult conditions. As
with any company of approximately 25,000 employees, there are
always opportunities for improving productivity and effective-
ness. Within Amtrak, there are very dedicated people who take
pride in being part of passenger railroading. They, like their
counterparts in airlines and other 24-7 transportation companies,
form the backbone of their companies. Too often, these people

are left out because their roles and contributions are clouded by .

partisanship beliefs and predispositions about labor or manage-
ment. Ultimately, regardless of any reorganization, rebudgeting,
or rethinking of Amtrak, these employees should be recognized
for their contributions and their potential in making improved
passenger rail service possible.

Recommendations for
Congressicnal Decision Makers

In summary, we offer the following about Amtrak and the future
of rail passenger service:

@ Move immediately away from the operating self-sufficiency
criterion in the glide path to a set of betterment metrics over
time that will account for both financial and non-financial
performance at system, region, and route levels.

# Do not lose sight of traditional financial statement results, but
do not let financial statement results alone, in the aggregate,
or on a route-by-route basis, be the sole determinant or driver
of the value and benefit of any service.

B Require betterment measures which are appropriate for the
circumstances and avoid aggregating routes and services that
have dissimilar operating and demographic characteristics.

% Consult with and involve states and regions to build specifi-
cally on their successful transportation experiences, more
clearly identifying their short and long term needs from the
bottom up, emphasizing and rewarding intermodalism and
parterships wherever possible. Weave these inputs into a set
of better integrated national transportation network needs that
involve all modes.

# Avoid undocumented claims that privatization or an unspeci-
fied “free market” fix is a panacea for passenger rail service;
it has not worked anywhere else in the world, and it is highly
improbable it can work here. Some limited private service
may be viable, but all considerations of the same should be
done with full knowledge of total costs and benefits.

® Insist on updating Amtrak’s financial and management
information systems, more complete expense and cost-benefit
analyses for major investments and projects, yield manage-
ment, and asset utilization. You cannot fully evaluate what
you cannot accurately measure.

@ Acknowledge that the Congressional authorization and
appropriation processes sometimes and unintentionally drive
short term thinking. Require accountability, return on federal
investment, and finally, determine an adequate and stable
long term capital funding source. ’

Recommendations for
Amtrak Decision Makers

The success of Amtrak can be measured in a variety of ways,
depending on how the company is recast. Regardless of any
performance metrics used, Amtrak itself must engage in a
concerted, consistent, and bold effort to achieve progress
and improve its financial performance. In summary, we offer
the following:

# Continue and expand efforts to cut costs, utilizing the
Cost Management Initiatives (CMI) project, and include
mechanisms to ensure the initiatives are practical, enforce-
able, and are maintained for a sufficient period of time to
become effective.

Executive Summary 5
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@ Reduce reliance on outside consultants and make more effec-
tive use of only those remaining consulting firms that
demonstrate true added value.

# Implement more effective internal controls for major capital
projects, including better pre-contract review and subsequent
contract administration, capital budget discipline, and
demand accountability from contractors. |

# Press for legislation which will provide Amtrak with both the
maximum protection for federal funds invested and maximum
flexibility for seeking new business and entrepreneurship.

# Develop more creative marketing strategies and fare flexi-
bility, particularly for mid-day and historically under-utilized
frains and services. :

= Immediately improve financial and management information
support systems, providing greater distribution of information
on successes and failures to management and all employees.

® Re-balance the company with an optimum amount of decen-
tralization vs. centralization of business processes.
Centralize functions that require quality, consistency,
economies of scale, and shared resources. Decentralize only
those functions that meet time-to-market objectives, or use
non-shared resources.

AUDITS

We issued 26 audit reports during this reporting period. The
findings in these audit reports identified over $3 million in ques-
tioned costs, $9.3 in unsupported costs, and $3 million in funds
to be put to better use.

The OIG Audit group continues to provide a significant positive
return on department investment. Significant audits, which are
explained in greater detail later in the report, include:

@ Identifying overstated billings from vendors and host
railroads. :

#® Maintaining a strong oversight and presence in the company’s
internal operations, information technology, and its self-
insured health care program.

# Continuing our review of high speed trainsets and northend
electrification change orders, modifications, claims, and Buy
America compliance.

6 Executive Summary

INVESTIGATIONS

During this reporting period, the Office of Tnvestigations (OI)
opened 80 new cases and closed 41; the current active caseload
is 403 cases or investigations nationwide. There has been a
surge in allegations and active investigations, the nature of cases
has expanded, and our caseload has grown significantly, more
than doubling since 1995. Our current caseload is an increase of
137% from 1995 and 19% from last year.

Our investigations resulted in 27 criminal referrals to prosecu-
tors, three criminal indictments, guilty pleas, felony
prosecutions, or pretrial diversions, as well as many administra-
tive actions. We have 37 pending civil and/or criminal
prosecutive referrals. - We continue to work closely with
management on many issues, including safety and security of the
public, employees, and facilities, internal procurement and
contracting procedures, controls and collection policies
regarding conductors and ticket agents, and internal controls
related to cash and worker productivity. We have also issued
management reports on several matters pertaining to interna
controls and safeguards. :

Our significant investigations and case results, include inquiries
concerning:

Security and safety
Conductor related fraud and abuse

Construction fraud

Health care fraud

2

&

e

@ Employee embezzlements
E ]

& Miscellaneous employee frauds, including theft of services
&

Potential antitrust violations

INSPECTIONS AND EVALUATIONS

In late 1999, the Inspector General (IG) established a new Office
of Inspections and Evaluations (OIE). The addition of this new
office is providing the needed capacity to perform additional
oversight functions that are neither audits nor investigations, and
were being provided through consultants, or not at all. The OIF
is currently involved in cost management activities, the
Northend Electrification Project, and developing various corpo-
rate guidelines and policies.
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AMTRAK’'S IMPENDING COLLAPSE OFFERS
ONE-TIME OPPORTUNITY FOR REFORM

RONALD D. UTT, PH.D.

The heated public policy debate about Amtraks
future shifted into overdrive in November 2001
when the Amtrak Reform Council (ARC) reported,
as required by Section 204(a) of PL. 105-134, that
Amtrak would not meet the statutory mandate of
becoming financially self-sufficient in 2003. On
February 7, 2002, ARC submitted to Congress its
proposal, as required by Section 204(c) of the same
law, that Amtrak be fundamentally restructured
and, among other things, recommended pilot
projects to test greater private-sector participation
in America’s passenger rail system.

Although the law also required Amtrak to file a
liquidation plan within 90 days of the finding, in
December 2001, Congress prohibited Amtrak from
spending any money to develop a strategy to do so.
Despite that prohibition, a host of thoughtful pro-
posals from the private sector, the research commu-
nity, and a number of legislators filled the gap to
supplement the proposal put forth by the ARC.
Among the more innovative legislative proposals
are one by Senator John McCain (R~AZ) titled the
Rail Passenger Service Improvement Act (S. 1958)
and another by Representative John Mica (R—FL)
called the Systemic Passenger Infrastructure and
Network Overhaul Through Financial Freedom Act

, (SPINOFE H.R. 3591). Both would apply to

“franchising, privatization

Amtrak the types of private-sector reforms that
have succeeded elsewhere in the world, such as

and competitive contract-
ing.

In contrast with these
strategies is the National
Defense Rail Act (S.

1991), introduced in the
Senate by Senator Ernest

Produced by the
Thomas A. Roe Institute
for Economic Policy Studies

Published by
The Heritage Foundation
214 Massachusetts Ave., NE
Washington, D.C.

Hollings (D-SC) in early 20002-4999
2002, which would {202) 546-4400
http://www.heritage.org

reward Amtrak’s failure to
provide cost-effective and
timely transportation ser-
vices by increasing its
annual subsidy by 500
percent from approxi-
mately $600 million to
$3.6 billion over the next
five years, plus a one-time
payment of $1.4 billion for security improvements.

This papet, in its entirety, can b

found at: www.heritage.org/librar
backgrounder/bg1547.html

_ This bill would also free Amtrak from the self-suffi-

ciency requirement and add two more high-speed
rail corridors to the 11 that the federal government
pretends it will construct. »

N St s e ol



oLl il ] " . s

Za

% o
May 13, 2002 ‘?

No. 1547

T‘medaa’
Backstoiinder

liscud

R

1

i

b

ol

'FINANCIAL PERFORMANCE WEAKENS

As ARC5 November finding makes clear, Amtrak
is nowhere near meeting self-sufficiency as required
by PL. 105-134 and, if anything, is moving in the
opposite direction. Despite ongoing federal subsi-
dies of more than $500 million per year and a one-
time special “tax refund” of nearly $2.3 billion in
1998 and 1999, Amtrak is in worse financial condi-
tion than it was before enactment of the 1997 legis-
lation. -

Specifically, Amtrak’s losses in 1997 were $763
billion on 20.2 million passengers served, com-
pared with a loss of $944 million on 22.5 million
passengers in fiscal year (FY) 2000 and the $1.1 bil-
lion lost in FY 2001.! With few if any unencum- -
bered assets left to borrow against, and with annual
losses now vastly exceeding the yearly taxpayer
subsidy, Amtrak will likely be insolvent by the sum-
mer or fall of 2002 unless it dramatically reduces
costs or receives much larger taxpayer subsidies.

Amtrak’s management knows better than anyone
else how financially troubled the company is and
has spent much of the previous year seeking larger

subsidies—an effort which included such question- -

able antics as posing as a victim of terrorism in
order to extract more money from Congress. To its
credit, Congess has not yet granted larger subsidies
to Amtrak, in spite of the introduction of numerous
legislative proposals to provide greater funding.

Amtrak now contends that it will have to close
down as many as 18 routes by October 2002 unless
Con%ress doubles its annual subsidy to $1.2 bil-
lion.” In presenting this list of prospective service
cutbacks, Amtrak’s managers have drawn attention
to the railroad’s most serious problem—excessively
high operating costs—and, in doing so, have pro-
vided congressional reformers with a valuable list of
money-saving options.

Although Amtrak is quick to note that its rider-
ship has recently been increasing—up 1.4 percent
since 1990, compared to a 38.5 percent gain for air

travel over the same period—trains serve only six- ¢

tenths of 1 percent (0.6 percent) of the intercity -
passenger market, ranking it below even that of
intercity buses.® But such gains, however modest,
may be a burden to Amitrak because of an operating
system and cost structure that appear to yield
higher losses with more passengers, suggesting that
the more it sells, the more it loses.

Significantly, and notwithstanding Amtrak sup-
porters’ claims to the contrary, Amtrak did not
experience an increase in ridership in the immedi-
ate aftermath of the September 2001 terrorist
attacks. In fact, ridership was down in both Sep-

. tember and October and flat in November.

HIGH COSTS DETER USE
AND CAUSE LOSSES

One of Amtrak’s fundamental operating problems
is revealed in a 1998 audit by the U.S. General
Accounting Office (GAO) and, more recently, by
similar route-by-route performance data that
Amtrak provided to Congress. The GAO audit
revealed that all but one of the 40 routes then oper-
ated by Amtrak lost money, with some losing sub-
stantially more than others.* The Metroliner
running from Washington, D.C., through New York
City to Boston (and now largely phased out in favor
of the Acela Express) was, according to the GAQ, the
only route allegedly running at a profit under the
accounting standards applied, incurring costs of
$0.94 for every $1.00 earned in ticket sales. The
other 39 routes lost money, with the poorest perfor-
mances recorded for the Sunset Limited (Los Ange-
les~Orlando), the Cardinal (Chicago—Washington,
D.C.), and the Chicago—Pontiac (Michigan) line, all
of which lost more than $3.00 for every $1.00 in
ticket revenue earned.

A more recent report produced by Amtrak docu-
mented route-by-route revenue/cost relationships
for FY 2001. Although this study’ findings were
presented in a per-passenger surplus/loss format, it
revealed similar patterns for the routes.” Of the 29

1. Amtrak, 2000 Annual Report, pp. 45-47.

2. laurence Arnold, “Amtrak Threatens to End Service, Associated Press, February 1, 2002.

3. Rosalyn Wilson, Transportation in America 2000: A Statistical Analysis of Transportation in the United Staies, Eno Transportation

+Foundation, Washington, D.C., 2001, p. 15.

4. U.S. General Accounting Office, Intercity Passenger Rail: Financial Performance of Amtrak’s Routes, GAO/RCED-98-151, May

1098, p. 32.

NOTE: Nothing written here is to be construed as necessarily reflecting the views of The Heritage Foundation or as an attempt to aid or hinder .
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routes labeled as “intercity,” only one, The Heartland
Flyer, recorded a surplus (at the rate of $20 per pas-
senger). All the rest of the routes lost money. Some
of the worst performers and their per-passenger
losses were the since-discontinued Lake Country
Limited ($1,069.97); the Sunset Limited ($290.97);
the Pennsylvanian ($248.55); and the Texas Eagle
($212.84). On average, the 29 intercity routes lost
$87.20 per passenger in FY 2001, up from $73.90
in FY 2000. '

While these routes have performed poorly with.

regard to their per-passenger losses, the number of
passengers using Amtrak’ intercity service has been

flat since 1996—and down from the levels of 1994

and 1995 when Amtrak first began providing sepa-
rate counts of intercity passenger volumes as well as
passenger counts for the East and West Coast corri-
dors. It is in the two coastal corridors that all of the
passenger growth has occurred since the mid-
1990s, and it is also here that per-passenger losses
were the lowest.® On the West Coast corridor, all
six services lose money, but their losses average

$12.97 per passenger—about 15 percent of the loss
- incurred on the intercity routes.

For the eight separate services Amtrak includes
as part of the Northeast Corridor, it estimates that it
earns a profit of $0.42 for each passenger, due
largely to the estimated per-passenger profit of
$28.51 on the Metroliner and Acela Express. While
the “profit” that Amtrak reports from the Acela ser-
vice along the Northeast Corridor has led some rail
reformers to argue that passenger rail service
should be cut back to this profitable core, skeptics
have noted that even this reported profit may be
illusory, since Amtrak does not include deprecia-
tion costs in its route-by-route loss/profit calcula-
tions.

Depreciation costs for 2001 have not been made
available yet, but they are likely to be even higher
than the $359 million incurred by Amtrak in FY
2000. Because a d1sproport10nate share of these
depreciation charges are incurred in the Northeast

Tﬁ”ﬁ“ﬁ"ﬂer
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Corridor where Amtrak owns the roadbed, tracks,
and signals (it leases access on all other lines), and
where it has also placed most of its newer train sets
imported from Canada, an accurate allocation of
depreciation expenses among Amtrak’s many routes
would likely reveal the greatest negative impact on
the Acela and Metroliner services, and could tip
their accounts into the “loss” category.

Even with these losses and the steep per-passen-
ger taxpayer subsidies they entail, Amtraks ticket
prices are no bargain in comparison with alterna-
tive intercity modes of travel. The combination of
Amtrak’s higher prices and longer trip time largely
explains why 99.4 percent of intercity passengers
choose alternative ways of getting from one city to
another. More to the point, as noted by ARC mem-
ber Wendell Cox in his February 7, 2002, concur-
ring statement on the ARC’ action plan, Amtrak
fares per passenger-mile are higher than those of
both airlines and intercity buses—even when the
applicable federally imposed user fees are included
in the calculation of the costs of air and bus trans-
portation. One reason for the ticket price disparity
despite the subsidies granted to Amtrak is the fact
that Amtrak’s cost per passenger-mile is four times
that of intercity buses and 3.5 times that of the air-
lines, according to Cox5 statermnent.

The excessive costs of passenger rail operations
and the effects costs have on fares were echoed by
the head of the U.S. Department of Transportation’s
Federal Railroad Administration (FRA) in hearings
before Congress early in 2002. According to
Administrator Allan Rutter:

FRA analysis shows that as of the end of
2000, Amtrak’s per-mile fares remained
almost two-and-a-half times as high as the
perceived cost of driving. The rail fare
increases had, in that regard, partially
negated the effects of the gas price hikes in
recent years. With constant dollar airfare
yields declining and Amtrak fares

5. Amtrak, Profit per Rider of Existing Amtrak Routes, Excluding Depreciation/Non-Cash Items, Capital Contribution to Operating and

TRA Interest Income, FY01 vs. FY00, November 29, 2001.
6. Amtrak, 2000 Annual Report, p. 47.
Ibid., p. 45. '
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increasing, Amtrak’s average fares were
approaching fifty percent higher than those
of air. These fare comparisons were system
averages and will vary among market and
service types. Still, nationwide, there was
an obvious dissonance between the
relatively high—and growing—fares and
the declining timeliness of the service
provided by Amtrak.®

AMTRAK'S FEDERAL SUBSIDIES VS. -
THOSE FOR HIGHWAYS AND AVIATION

Ignoring the significant cost and price disparities
that may deter ridership, Amtrak and its supporters
frequently argue that a key reason for Amtrak’s
manifest deficiencies is the “unfair treatment it
receives within the federal budget.” A typical exam-
ple is the statement of Amtrak’ former president in
recent congressional testimony:

In fact, all we are asking for is fair
treatment. In FY 2001, highways received
$33.5 billion in federal funds, aviation
received $12.6 billion, transit receivéd $6.3
billion—but intercity rail received $0.5
billion—Iless than 1 percent of all
transportation modal spending in FY
2001.1° '

Adjusted for the generous rounding process
applied by Amtrak’s management in estimating
shares, the figures show that Amtrak actually did
not fare so badly in comparison with the cther
modes. In fact, its share of federal money (1.0 per-
cent) is nearly double its intercity passenger market
share (0.6 percent), suggesting that it got more than
its fair share; not less. But even more significant in
this skewed comparison is the presumption that all
of these subsidies come out of a single, taxpayer
funded pot, when in fact they do not.

x
tinder
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The $33.5 billion in federal funds that was spent
on highways in FY 2001 was derived entirely from
user fees paid only by motorists via the federal fuel
tax levied on each gallon of gasoline (18.3 cents) or
diesel fuel. In fact, the $6.3 billion spent on transit
that year represents money diverted from the fuel
tax revenues paid by motorists. In effect, under the
current federal system, motorists pay more than
their fair share.

This fact belies the arguments of Amtrak advo-
cates who claim that the federal self-sufficiency
requirements are unfair because (1) motorists are
not expected to meet the same requirements and
(2) the federal highway program is not expected to
“make a profit.” To the contrary, they are and it
does. Each year, motorists see billions of dollars of
their fuel tax revenues spent on transit, hiking
trails, roads on federal lands, Amtrak-operated -
commuter rail lines, bicycle paths, historic preser-
vation, train station restoration projects, and other
non-automotive functions. Indeed, each year, as
much as 30 percent of highway funds is silphoned
away from general purpose highway uses.!

Similarly, and taking into account the recently
imposed new airport security tax, users of commer-
cial airlines are subject to a total of 11 separate fed-
eral user fees/taxes that fund airport construction
and operation, air traffic control, and the safety and
security of airlines."” The revenues generated by
these taxes are the source of revenue for any federal
funding that is given to commercial aviation.

Collectively, these taxes are now a significant
component of the ticket price paid by passengers.
For example, a roundtrip fare between Washington,
D.C., and Europe posted in late 2001 was $323.40,
an amount that included $83.40 for FAA-imposed
taxes and user fees. Buried in the remaining
$240.00 of the ticket price were additional federally
imposed user fees such as fuel taxes and landing

9. Statement of the Honorable Allan Rutter, Federal Railroad Administrator, to the Subcommittee on Transportation and Related
Agencies, Committee on Appropriations, U.S. House of Representatives, February 27, 2002, p. 6.

10. Statement of George D. Warrington, President and Chief Executive Officer, Amtrak, before the Subcommittee on Transporta-
tion and Related Agencies, Committee on Appropriations, U.S. House of Representatives, March 21, 2001, pp. 4-5.

11. TEA-21: A Summary—Authorization Table, U.S. Department of Transpontation, available at www fhwa.dot.gov/tea2 1/sum-

auth.htm as of 9/14/98.

12. Ronald D. Utt, “FAA Reauthorization: Time to Chart a Course for Privatizing Airports,” Heritage Foundation Backgrounder

No. 1289, June 4, 1999, pp. 2-3.
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fees, the costs of which were paid by the airline and
then passed on to passengers.

As the federal funding mechanisms for the U.S.
transportation system are currently configured, the
“fairness” demanded by Amtrak’s advocates and
modal parity would best be achieved by adding
similar fees and taxes to Amtrak tickets. Of course,
if such taxes or user fees were added to the already
steep prices that Amtrak charges its customers (or

“guests” as they are described) to the same extent
that such fees are now imposed on airline passen-,
gers, Amtrak’s market share would likely fall below
the 0.6 percent it ekes out today.

Rationale for Costly Route Structure

The reason that Amtrak operates so many costly
routes has little to do with an attempt to maintain a
cost-effective transportation service but quite a bit
to do \Vlth an attempt to maintain a pohtlcally via-

But such a stra[egy is not economically viable in
the absence of ever higher subsidy payments. A sys-
tern based partly on maintaining politically mati-
vated routes that incur such losses also requires
sustained subsidies from government, and ensuring
these subsidies often necessitates more political
favors in the form of additional money-losing
routes, and so on and on. As the losses worsen,
Amtrak digs itself—and the taxpayer—deeper into
the hole in a vicious circle of enterprise insolvency.

It was essentially this sort of problem that
Amtrak’s former president George Warrington
described when he recently testified that

Our conflicting policy mandates are at the
root of our problems. For 30 years,
Amtrak’s primary mission has been to
maintain and operate a national network of
rail passenger service. Our charter statute

Bauﬁ_@i “ﬂ"‘i‘i‘:ﬂer
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directs Amtrak to “completely develop the
potential of modern rail transportation to
meet the intercity and commuter needs of
the United States.” In 1997, Congress
reaffirmed our national public service role,
but it also added a requirement that we
achieve operauonal self-sufficiency by
December 2002}

1t was also in response to this problem that Sec-
retary of Transportation and Amtrak Reform Board
member Norman Mineta suggested earlier this year
that Amtrak should “look at selective routes rather
than blanket the country with rail service that is
t...really viable.”t*

THE ALLURE OF HIGH-SPEED RAIL

Over the past few years, several pieces of legisla-
tion have been introduced to fund the development
of some measure of high-speed rail service in the
United States. The High Speed Rail Act (S. 250)—
which would provide Amtrak with $12 billion in
subsidized loans over the next 10 years—had
attracted the most support and discussion. More
recently, the National Defense Rail Act (S. 1991)
would add $1.5 billion per year for high-speed rail
outside the Northeast Corridor.

Although some supporters may truly believe that
enacting this bill would provide Americans with
high-speed rail services similar to those of Europe
and Japan, it is just a first small step toward that
goal. Amtrak admits as much when it describes the
$12 billion in loans as “seed money.” In truth, $12
billion represents only a small fraction of what it

‘would cost to bring U.S. rail passenger service up to

the level of the sustainable high speeds that charac-
terize 2 number of genuinely high-speed rail ser-
vices that are currently available in a few other
countries.

As most rail experts define it, the term “high-
speed rail” refers to trains that can hit top speeds of
200 mph and run at average speeds well above 100
mph throughout an entire route. Examples of genu-
ine high-speed rail systems include Japan’s Shin-
kansen (“Bullet™) train, which runs at average

13. Statement of George D. Warrington, President and Chief Executive Officer, Amtrak, before the Committee on Commerce,
Science and Transportation, U.S. Senate, November 1, 2001, p. 2.

14 Don Phillips, “Amtrak Wants to Mortgage Penn Station,” The Washington Post, June 6, 2001, p. E1.
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speeds of 115 mph to 170 mph, depending on the
route, and Frances TGV, which runs at average
speeds of 140 mph to 160 mph, again depending
on the route. In contrast, Amtrak’s Acela Express is
capable of top speeds as high as 150 mph only on a
very small fraction (about 18 miles) of the track
that extends from Boston to Washington.

Tt would require substantially more funding than
the $12 billion proposed in the High Speed Rail Act
to achieve the average speeds reached on the best,
lines in Europe and Japan on Amtrak’s Northeast
Corridor and the 10 routes identified by the U.S.
Department of Transportation (DOT) as prospective
high-speed rail corridors. Last year, Amtrak esti-
mated that $30 billion might be needed, > while a
recent proposal introduced in the House of Repre-
sentatives argues for $70 billion in subsidized rail
loans to support high-speed rail in America.!® In
July 2001, the GAO estimated the cost of improv-
ing the Northeast Corridor and the 10 proposed
high-speed rail corridors as being between $50 bil-
lion and $70 billion,!? and in September 2001, the

chairman of the Amtrak Reform Council estimated
the cost at $100 billion.

In fact, even the $100 billion estimate might be
"too low when one considers the amounts that have
been spent to provide faster and more extensive
passenger rail service in countries with substantially
smaller land masses than the United States.

The Japanese National Railroad, for example,
which serves a land mass that is just 4 percent the
size of the United States, had incurred debt of more
that $300 billion and required annual operating
subsidies in excess of $6 billion by the mid-1980s
when the Japanese government abandoned its com-
mitment to government-owned and -operated rail
service and began to reform and then to privatize,
the system. !

It is expected that France, whose borders encom-
pass the equivalent of just 6 percent the U.S. land
mass, ultimately will spend $50 billion on its TGV

Backariier

¥

network, and the entire French rail network is los-
ing $3.2 billion per year while carrymg a long-term
debt load equal to about $20.1 billion.*

Given the comparatively high costs incurred by
others to serve rail markets with land masses that
are just a tiny fraction of the United States, the $50
billion to $100 billion cost estimates that many
have postulated for Amtrak may be far too low in
relation to the size of the prospective DOT-
endorsed network of 11 routes.

For the sake of illustration, despite the very high
costs that would be incurred, suppose that a deci-
sion were made to expend many tens of billions of
taxpayers’ dollars to construct a series of genuinely
high-speed rail corridors in which trains average
Shinkansen-like travel speeds of 150 mph through-
out their routes. What would be achieved? Another

. way of looking at the dccomplishment is that the

government would have spent billions of taxpayer
dollars on a publicly funded intercity transporta-
tion system that, under the best of circumstances,
operates at speeds that are less than one-third the
speed of its chief competitors—the airlines—which
provide services with funds provided only by the
people who use them.

Those who argue in favor of publicly funded
high-speed rail often point to road and airport con-
gestion as the compelling rationale for subsidizing a
fourth mode of intercity transport. However, under
the circumstances, it would seem that the more
cost-effective and consumer-preferred response to
such congestion-related problems would be to
invest in increasing road and airport capacity.

WHAT CAN BE DONE?

It is apparent from recent Amtrak performance
that current management strategies and existing
operating practices have not solved the system’s
problems and are not likely to do so in the future,
regardless of how much additional time and public
financial support are provided. To deal with this sit-

15. National Railroad Passenger Corporation, Amtrak 2001 Strategic Business Plan, February 2001.
16. Rail Infrastructure Development and Expansion Act for the 21st Century, H.R. 2950. ‘

17. U.S. General Accounting Office, High Speed Rail Investment Act of 2001, GAO-01-756R, June 25, 2001, p. 1.

18. Louis S. Thompson and Helen Stephan, “Infrastructure Separation: What Have We Learned So Far?” Business Rail Report,

1998, p. 14.

19. “World Class in Both Speed and Losses: Frances Expensive Toy,” The Economist, May 31, 2001.
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7 uation, Congress must choose one of the following  of the House Transportation and Infrastructure
= four options: Committee, recommended that potentially profit-
- 1. Endorse the current operating structure but i:)tl:dr‘f);t;s ts}?ecile:ts ;?E:Z;gg?iigﬁ?i‘;rabe sepa-
substantially increase annual subsidies just to: financially viable transportation enterprise that
" maintain existing route structure; s
© could be free of dependence on taxg::ayer subsidies
- 2. Endorse the existing operating concept but cut and operated by the private sector.°
- back money for revenue-losing routes until Representative Mica also suggested that the more
B financial self-sufficiency is achieved, scenic coast-to-coast routes be offered on a compet-
3. Endorse the current system but substantially * itive basis to tour operators that serve the lucrative
e " increase government spending to achieve some leisure travel market. As for the rest of the routes
1 measure of “hich-speed” rail: zr that have limited tourist potential and no meaning-
gi-sp ’ ful intercity mobility value (and where most of
e 4. Fundamentally overhaul the existing operating Amtrak’s financial losses occur), Congressman Mica
system by imposing new market-based reforms  proposed offering them to the states they serve to
that would allow the system to maintain the fund and operate if they wish, or to private-sector
- maximum number of viable routes by substan- operators who might want to invest in the enter-
‘ tially reducing costs and increasing revenues. prise. .
In light of the foregoing discussion, the fourth Representative Mica has since incorporated some
SYHHs > ; - : : ;
- option is the recommended course of action pftthzse 1ddea_ts 1th10§ ]eg1slau;e Er‘?jigslaly V;’hmh was
because it would bring the benefits of competitive gezzrr?];ee 2180 1 eFOEESS_e as i 'o; Dth m ate[. c
: . L 34 . ing o e operation o
s conuractng and private-seclor partic pation o the the Northeast Corridor and ch Autotrah?l the bill
troubled rgulroad. If reform is properly and_cpmpre- roposes that the property and operations of the
s hensively imposed, the cost and service efficiencies %orrzheast Corri doli bf trazls ferregl)to the U.S
unleashed by privatization could very likely put Department of Transportation to operate 01.'1 én
‘ ngﬁeggféﬁl\lﬁizﬁfgtgﬁ? es ;i;llli[igl; t? ;isﬂ?giilg interim basis while DOT initiates, within 90 days, a
ud c. R .
" > e . competitive selection process that will award the
mandates (coyetmg costs and providing affordable opergtinCI rights alonclihe Northeast Corridor to the
™ services), which cannot be reconciled under the winni Dc ontract bl 5 nterim basis. Th
‘ - - ning actor, also on an interim basis. The
- current management, and. t-he existing operaing bill stip%lates that within two years after its passage
concept that rehgs on pohucal advgntage rather DOT will choose an entity ot future operations
= than the economic benefits of efficiency. ‘ ytort P
among the following three options:
- Innovative Solutions Emerge in Congress 1. Transfer operations to an interstate compact;
™ . chrtunatea, nge Mzrrllzbers of Cor_lgrel\s/[sfnota— 2. Transfer operations to a new government cor-
b y, >enator Mce.ain and Representative Mica— poration or to a private-sector corporation; or
have recognized the need for market-based reform v
o= and are calling for new leadership of the railroad 3. Retain ownership within DOT, using competi-
- and the fundamental restructuring of Amtrak’s tive franchising to select one or more operators.
routes and business operations to bring costs in line A similar series of options would be applied to
- with revenues and with customer needs. Their leg- . p PP
S . the Autotrain.
‘ islative proposals deserve a close review and could o
- serve as the basis of a solution to Amtrak’s pervasive On February 15, 2002, Senator McCain intro-
- deficiencies. duged S.1958,a compl:ehensive pgopolsal to reform
. . ) and restructure Amtrak. ong the bill: ny sig-
In August 2001, following extensive hearings on I~ ructure ) Among the bills many sig
- : o . nificant provisions are:
Amtrak’s problems, Representative Mica, a member :
e : :
M’ 20. Representative John Mica, “It is Time to Cut Taxpayer Losses on Amtrak,” Federal Times.com, August 13, 2001, at www.feder-
) altimes.com/commentary/main081301. html.
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+  Creation of a Rail Passenger Development
and Franchising Office within DOT. Begin-
ning in October 2003, the Secretary of DOT
would be authorized to contract out rail passen-
ger service franchises to qualified operators.

» A requirement that Amtrak be restructured
into three separate lines of business that
would be privatized within the next four years.

* Creation of an independent Amtrak Control
Board to oversee Amtrak’s restructuring, “
reform, financial plans, budget, and privatiza-
tion. The board would be based on the model of
control boards that have been created in the
past to assist troubled cities overcome periods
of financial difficulty. -

» A requirement that states play a greater role
in route decisions and financial contribu-
tions. Routes operating at a loss would be dis-
continued in October 2003 unless states agreed
to subsidize the losses.

In introducing legislative proposals that require
privatization, contracting, and franchising, Con-
gressman Mica and Senator McCain are drawing on
the model of successful passenger rail reforms
accomplished in other countries that turned to the
private sector to restructure and operate rail sys-
tems that had been inefficient when operated by
their governments. Where such reforms have been
introduced, subsidies have been reduced, service
improved, and ridership increased.

OPTIONS FOR SUCCESS

In anticipation that Amtrak will in fact fail to
meet its self-sufficiency goal and may have to cut
back routes, Congress and the President should
begin the process of instituting reforms that would
result in better service and lower-cost operations.
As both Representative Mica and Senator McCain
suggest, one way to achieve this is by requiring
Amtrak to implement some of the privatization
techniques that Great Britain, Japan, Australia,
Argentina, Sweden, Germany, and New Zealand
have applied with considerable success since the
1990s. Japan, for example, began selling off por-
tions of its passenger rail system early in that

I |
,_‘ ~
A )
5 L

Foundation)

under

May 13, 200%

decade; all routes are now operating at a profit. Also
in the 1990s, Australia and New Zealand privatized
passenger rail service, and their systems have like-
wise become profitable. Sweden has contracted out
commuter rail service, and Germany is in the pro-
cess of doing so in several of its metropolitan areas.

Table 1 provides a sampling of the innovative,
privatization-based reforms underway or under
active consideration in numerous advanced, indus-
trialized countries as of October 2001. Excluded
from the table because of space constraints are
scores of privatization projects underway or under
consideration in the less-developed countries and
in the formerly communist countries of the Com-
monwealth of Independent States (CIS) or in East-
ern Europe.

 In reforming their inefficient rail systems, both
Great Britain and Argentina adopted the “conces-
ston,” or franchise, approach under which the gov-
ernment maintains an ownership interest in the
system but “sells” the right to operate services over
specific routes for specific intervals of time. Private
operators compete for these route rights, which are
awarded to the entity that offers the highest lease
payment or requests the lowest subsidy. As a result
of improved service provided by the private-sector
operators who are chosen for these concessions,
Great Britain in 1999 experienced its highest rate of
rail ridership since 1947. Despite a widely publi-
cized fatal accident in 2000 and the subsequent dis-
ruption in service that occurred in its aftermath as
new safety measures were implemented, passenger
boardings continued to increase during FY 2000-
FY 2001 and were up by 30 percent from 1995
when the privatization reforms were initiated.??

While this transformation in passenger rail ser-
vice has not been problem-free, where it has been
applied, costs have been reduced, losses sometimes
turned to profits, service improved, and ridership
increased. Even in Britain—where early mistakes
regarding infrastructure transfer contributed to fatal
lapses in safety—the Labor government, which
inherited the newly privatized system from the
Conservative government, has shown no inclina-
tion to reverse course. The original infrastructure

21. These can be found in “2001 International Major Projects Survey,” Public Works Financing, Vol. 155 (October 2001).

22. Business Review: Passcngers, Strategic Rail Authority, The United Kingdom, available at www.sra.gov.uk/sra/annual_report/ -

Annual_Report_Dcfault.htm.

oy
[
(o]



Wil

J

.ol

I

b

g

s

s

icsons

e

lsas)

0 j:%.xu

oSV

¥

<1547

.
-
w

"

May 13, 2002

3'i‘vTabIe‘l i s P e ek S e i 51547
Private/Public Rail Projects as of October 2001, Select Countries
' Cost in Millions
Project Type Distance in KM of U.S. Dollars
Australia
Brisbane Gold Coast BOT 8.5 $144
Light Rail
Brisbane Central Business District Light Rail BOOT — $146
Darwin-Melbourne High Speed Rail Link ~ BOO or BOOT 4,500.0 $5.200
Concession .
Darwin-Geelong Rail Upgrade ~ Concession 550.0 $225
Melbourne Transit Alrport link Concession - —
Melbourne Rail Regional Lines 5 Concessions — $1.100
Sydney Airport Link BOT/BTO 105 $540
South Australia Rail Privatization 6 Separate Lines Soid — -
Sydney-Canberra Rail Link Concession — $4.800
Canada
Montreal-Toronto High Speed Rail DBFO Concession — $7,700
Pearson Airport Rail Link Concession Proposed 250 $i36
Italy
Turin-Milan-Bologna—Florence-Rome High Turnkey 1,000.0 $18,000
Speed Rail
Netherlands
[ Amsterdam-Antwerp| High Speed Rail 25-Year Concession 1000 $1,580
Spain
Barcelona Tramway 25-Year DBOM — $230
Madrid Commuter Rail 30-Year DBOM 250 $140
Sweden
Arlanda Airport (Stockholm) BOT/BTO Concession 450 $500
Stockholm Metro and Tram | 0-Year Operating Concession — management contract
Goteborg-Malmé Operating Concession -— management contract
United Kingdom
London-Chunnel High Speed Link 99-Year BOO, BTO/BOT  108.0 $7,000
Croydon Tramway 99-Year DBFO Concession 280 $330
Dockiands Light Rail with Tunnel 25-Year, BOO 43 $439
London, Docklands, Airport DBFO, Concession 44 $172
East London Extension 25-30-Year DBOM — $900
Heathrow Express London Airport BOO 256 $490
Leeds Supertrain Concession 282 $725
Manchester Metrolink 3 Extensions Concession — —
Manchester Metrolink |7-Year BOT Concession 322 $357
West Coast Main Line London-Glasgow 15-Year Franchise — $9,400
High Speed
Definitions: BOT = build, operate, transfer; BOOT = build, own, operate, transfer; BOO = build, own, operate;
BTO = build, transfer, operate; DBFO = design, build, finance, operate (UK term for BOT); DBOM = design, build,
operate, maintain; Concession/Franchise = public sector owns the infrastructure asset and leases the right to operate on
it, set fees, and collect revenues to private-sector providers for a defined period of time; Tumkey = private sector
builds and transfers completed project to public sector to own and operate.
Source: 2001 Inzerational Major Projects Survey, Public Works Financing, Volume 155, October 2001,
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owner, Railtrack, has been liquidated, and a not-
for-profit successor is in place. The United King-
dom plans to increase infrastructure investment
from its current $3 billion per year to a prospective
$81 billion in g:ublic and private funds over the
next 10 years.>>

Although much of the current discussion of
trends toward rail privatization focuses on recent
activities occurring abroad, it should be kept in
mind that the first successful rail privatization (and
the largest privatization initiative until that time)
occurred in 1987 in the United States when the fed-
eral government sold its 85 percent ownership
stake in the freight railroad Conrail to private inves-
tors for a combined payment of $1.9 billion. As a
result of the improved management that followed
privatization, Conrail’s value increased more than
fivefold between 1987 and 1998, when it was
acquired by CSX and Norfolk Southern for $10.3
billion.

Although some contend that Amtrak would not
receive investor interest that would be on a par with
that of Conrail or the rail systemis in Europe and
Asia that were privatized, there is good reason to
believe that many serious proposals from qualified
bidders would be received if the federal govern-
ment earnestly pursued the privatization of its pas-
senger rail system. In fact, a number of U.S.-based
investors offered their formal expression of interest

X

May 13, 2002

in the system prior to enactment of the Amtrak i
Reform and Accountability Act in 1997, and
renewed interest has emerged as a prospective solu-
tion for Amtrak’s worsening financial problems.

CONCLUSION

Given the many successes experienced as a result
of efforts in the United States, Europe, Asia, and
Latin America to reform financially troubled rail
systems with varying degrees of private-sector par-
ticipation, Congress and the Administration should
end their 30-year obsession with trying to prove
that socialism can be made to work and instead
welcome the opportunity to review and consider
the many innovative proposals that might be
adopted as remedies for America’s ailing rail service.

To facilitate the widest possible review and to
stimulate the development of innovative solutions
from the nation’s transportation experts, Congress
and the Administration should also encourage
interested parties—f{rom the private sector, the
financial community, the unionized work force,
Congress, passenger associations, and current man-
agement—to submit proposals that they believe
could lead to better passenger rail service at lower
cost, or at no cost at all, to the taxpayer.

—Ronald D. Utt, Ph.D., is Herbert and Joyce
Morgan Senior Research Fellow at The Heritage
Foundation.

{13 “Private Cash Underpins UK Rail Expansion Plans,” Public Works Financing, Vol. 158 (January 2002), pp. 13-1.
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Application and performance of hot-mix-
asphalt trackbed over soft subgrade

Average Track Settlement (in.)

Average Moisture Content (%)

{
0.0 : - : , ; e
0 0 40 80 80 100 120 . 140 Subgrade Subgrade Subballast
Traffic (MGT) without HMA below HMA below HMA

Properly using hot-mix asphalt
as an underlayment can solve
many subgrade problems and
track geometry deterioration.

sing "hot-mix asphalt as an

underlayment in a track bed for

strengthening soft subgrade is a

practice that can help develop
adequate track modulus, attenuate loads
over the weak subgrade soils, provide an
impervious separation layer between the .
ballast and the subgrade, prevent surface
water from entering and weakening the
subgrade soils, prevent subgrade mud pu-
mping problems, and improve track
geometry performance.

However, as demonstrated during
testing, if no measure is used to address
an existing ground water dramage prob-
lem, or inadequate compaction is given
to the subgrade, subballast or hma
layers during construction, hma under-
layments can crack and shift, thus failing
to correct soft subgrade problems.

One of the main causes for track
geometry degradation is the deterior-
ation of soft subgrade support. Without
remedy, a track built on soft subgrade

www.rtands.com

support can develop excessive defor-
mation under heavy axle loads, which,
in turn, can lead to excessive track main-
tenance costs, which, in the worst cases,
could lead to derailment incidents.

Geometry deterioration due to soft
subgrade support can worsen with an
increase in train axle loads and op-
eration speeds. In this article, a track is
considered to have soft subgrade
support when its track modulus is 2000
Ibs/in./in. or less. In this range, the soft
subgrade will control overall track
stiffness. This can be true even on track
with heavy rail, good ties and good
ballast. Track with modulus of 2,000
Ibs/in./in. or less normally cannot
economically sustain heavy axle load
operations over a long period.

The Transportation Technology
Center, Inc., has tested several remedies
aimed at improving load-carrying
capacity of track built on soft subgrade,
including an increase in granular layer
thickness, geocell reinforcement, and
application of hma underlayments.

Testing was performed under the
Heavy Axle Load Research Program,

L-R: Figure 1. The average track settlement asa
function of traffic. Figure 2. The benefit of using
hma in reducing moisture.

sponsored by the Association of
American Railroads and the Federal
Railroad Administration. This article
discusses the results of the hma app-
lications at two different sites. One test
site is located at the Facility for Acc-
elerated Service Testing, Pueblo, Colo.,
and the other is on a revenue service
mainline near Alps, N.M.

HMA test at FAST

In the Summer of 1999, two hma un-
derlayments were placed as a course
under the ballast but above a soft sub-
grade installed for test purposes. Figure 4
illustrates the longitudinal cross section
of the test track and subgrade. As
shown, one segment has a four-inch
hma layer, and the other has an eight-
inch hma layer.

For the entire test section, a four-
inch subballast layer was used be-
tween the soft subgrade and the two
hma underlayments. At construction,

by Dingquing Li, senior engineer, Joe LoPresti, senior engineer, and David Davis,

principal investigator
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the ballast thickness above the hma
was 12 inches over the four-inch hma,
but was eight inches over the eight-
inch hma. For both segments, there-
fore, the total granular/hma thickness
was 20 inches.

The design criteria used, design re-
sults, and the construction procedure
for the hma test track are described in
TTCI’s Technology Digest TD 01-
009, April 2001. This was the first test
that applied hma underlayment over
a soft subgrade under 39-ton axle
loads. The use of hma underlayment
was intended to reduce traffic-load-
induced stresses to the subgrade and
to provide a waterproof layer over the
underlying soil.

As a benchmark, the earlier test sho-
wed that with a conventional 18-inch
granular layer, the soft subgrade was
highly stressed due to 39-ton axle
loads, thus leading to higher levels of
subgrade deformation and frequent
surfacing operations.

Since the hma installation, the per-
formance of this test track has been
evaluated in terms of track geometry deg-
radation with traffic, as well as the am-
ounts of track modulus increase and sub-
grade stress reduction compared 1o the
conventional granular layer construction.

Figure 5 gives the track modulus test
results and the subgrade stress test
results under a static wheel load of 40
kips. As shown, the average modulus
values for the two hma segments are
2,800 and 3,300 lbs/in./in., respectively.
Obviously, the hma application
significantly increased track modulus
from the 18-inch granular track with an
average track modulus of 2,000
lbs/in./in.

14 Railway Track & Structures O January 2002

As a result, the measured subgrade
stresses were lower for the asphalt
trackbeds than for the 18-inch granular
track. Under 40-kip static wheel load,
only seven to eight psi of subgrade stress
was generated under the hma under-
layments, compared to 12 psi under the
18-inch granular track structure.

To show how stresses induced by
wheel loads are reduced from the hma
to the subgrade, Figure 3 shows the
dynamic stress results under an actual
train operation (40 mph) measured on
the eight-inch hma surface, as well as
on the subgrade surface. As illustrated,
use of an eight-inch hma underlayment
reduced the subgrade stress approx-
imately by half.

Figure 1 shows average track settle-
ment as a function of traffic for both
the segments. As illustrated, after the
initial higher rate due to early ballast
consolidation, the settlements became
gradual, which is characteristic of
normal track deformation.

At 135 mgt, about 1.6 inches of total
settlement was accumulated for the
four-inch hma segment, while about 1.3
inches of total settlement was observed
for the eight-inch hma segment.
Nevertheless, the settlements (mainly
due to ballast deformation) have been
uniform along and across the test track.
No geometry maintenance has been
required to date. As a comparison, this
soft subgrade test track, when tested
with an 18-inch granular layer track,
required surfacing operations at an
average cycle of 15 mgt.

HMA trackbeds at Alps, N.M.
TTCI, in conjunction with BNSF
and the University of Kentucky,

L-R: Figure 3. The reduction of dynamic stresses
from eight-inch hma to subgrade. Figure 4. A
longitudinal cross section of hma test track at FAST.
investigated the performance of a
section of hma trackbeds on a revenue
service mainline near Alps, N. M. Unit
coal trains mostly run on this line, with
an annual tonnage rate between 40 and
60 mgt. In this area, approximately 2.2
miles of hma trackbeds were installed
between 1989 and 1994 as a remedy for
soft subgrade problems.

In the 1980s, BNSE made several

‘track alignment changes near Alps to

reduce sharp curves. The relocated line,
with conventional granular layer con-
struction, was found to be inadequate
to carry the increased coal traffic, part-
icularly in the cuts where the relocated
track was built on native weak sub-
grade. Some of these problem track lo-
cations required surfacing operations
on a daily up to monthly schedule to
keep the track in service.

The track was frequently slow ord-
ered, and spot maintenance was required
on a regular basis. Sources of the prob-
lems include weak clay soils, ground-
water, and poor drainage leading to ex-
cessive subgrade deformation, subgrade
soil attrition, and mud pumping,

To remedy the track instability pro-
blems, the railroad applied a roller-
compacted eight-inch-thick hma under-
layment to the most troublesome section
of track. This provided immediate relief
to the railroad, allowing cessation of
daily surfacing and slow orders.

Following the first application in 1989,
additional sections were installed in 1992
and 1994, comprising about 2.2 miles of
hma in total. For all the sections, the
combined thickness of ballast, hma and

www.rtands.com
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Figure 5. The test results in track moduleé and
subgrade stress under 40-kip static wheel load.

subballast ranged from 19 to 21 inches.

Interviews with local and regional
track maintenance personnel were
conducted to determine the extent of
changes in surface maintenance at the
hma underlayments. Those inter-
viewed reported a significant decrease
in the surface maintenance required
to operate the railroad at 35 mph
with unit coal trains.

The hma installations have been
successful in solving track surface
problems and mud pumping problems on
the soft subgrades. In general, hma
application has lengthened surfacing
cycles in the problem areas by 10 to 20
times. Currently, out-of-face surfacing on
hma track is conducted once a year, with
only two isolated locations receiving spot
surfacing up to six times per year.

Figure 2 shows the benefit of the
hma in reducing moisture content in
subgrade. The results include the av-
erage moisture contents of the subgrade

_between the samples collected in the

Summer of 2000 and the samples coll-
ected prior to the hma installation.

As shown, subgrade moisture content
was reduced as a result of the hma
application. Also included in this figure is
the average moisture content of the sub-
ballast samples collected in the Summer
of 2000, As illustrated, the average of
subballast moisture contents is low
(about 6.7 percent), indicating that the
hma has provided an impervious layer.

Three isolated problem areas are evi-
dent in the 2.2 miles of hma track. At one
site, mud pumping occurred when a tem-
porary construction road crossing made

www.rtands.com

of subballast was not entirely removed.

The second failed hma location in-
volved 120 feet of track in a curved cut
section. At this location, groundwater is
present almost year-round and there
was inadequate provision for drainage.
Due to poor soil and ground water con-
dition, a subgrade shear failure occurred
within one year following the hma
construction. To remedy this problem,
a section of hma was removed and a
cross-track drain (ballast French drain)
was installed.

The third hma failure location
involved 30 feet of the hma squeezed out
from under the track, primarily due to
subgrade shear failure. Subsequent
analysis of the hma in this section showed
that it was not compacted. It had an air
void content of 15-16 percent (as
compared to four-to-six percent for the
rest of the hma core samples collected,
and the recommended range of one-to-
three percent to ensure compaction).
Thus, the hma was not impervious, but
allowed water to pass through and sa-
turate the subgrade fill section. In ad-

B —

dition, a less compacted hma could de-
form and break more easily.

Future work

The application of hma trackbeds to
soft subgrade locations on mainlines
with HAL traffic has improved perfor-
mance dramatically in the cases doc-
umented here. However, the use of
such procedures in the field is limited to
the most problematic spots. TTCI has
developed an economic model to
evaluate the track rebuild (i.e., subgrade
strengthening) versus continued main-
tenance (i.e., tamping) decision. An
analysis of the major factors in this
decision will be conducted.1
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Until now, measuring dif-

ferent rail sizes required
either extremely expen-

. sive equipment and

¥ special training, or
> different size
gauges for each size

of rail. The Uni-Gauge™, shown with its
taper gauge, is not only simple to use, but
designed to measure all 85 to 140 pound
standard rail weights from any manufac-
turer instantly. The rugged stainless steel
gage is laser etched and manufacturing
tolerances are kept to within .002"/ With
the included anodized aluminum Taper
Gage, it’s a snap to measure rail with
even severe gauge-face or head flow
problems. Even head free
can be measured, -+

‘The Right Tools for the Job!

lightweight gange can be used by track:
inspectors, maintenance and welders .
repairing frogs. The AREMA Plan 790-94
compliant gauge measures the flangeway:
gap and checks proper spacing for :
guardrails. It’s easy to use, comes wi
instructions and works on all frogs and.
guardrails. Additionally, it can be used:
highway crossing flangeways. .
MSFROG. .. Frog Gauge .

20% Discount on oeders<p 0 ormore.
Add $7.40 for postage & h

The makers of the
Uni-Gauge proudly
present their new easy-
to-use FROG GAUGE.
Made from virtually " .-
indestructible space age
composites, the rugged .
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right-of-way, and some may require that instrumentation be imbedded in the base layer beneath
the track. While generally accurate, the existing systems are costly to install and maintain, and
can only provide “spot” measurements of vertical track stiffness, and thus are of limited -
usefulness in wide-area inspections. Therefore, the FRA has determined that a more cost-
effective vehicle-bound measurement system that can make continuous stiffness measurements
under load will provide a much needed enhancement to track safety inspections.

A feasibility study commissioned by FRA has identified two potential approaches for obtaining
this vertical track stiffness measurement from a moving vehicle. One approach will exploit the .
relative motion between unloaded and loaded wheels using accelerometers, while the other

will attempt a direct measurement of rail deformation using laser transducers. Research
currently underway in collaboration with Amtrak will test and evaluate the suitability of both
techniques. If further feasibility is concluded, a prototype system will be developed and further
tested on the FRA T-16 research car.

Automated Inspection of Roadbed

Track subsurface layers (ballast, sub-ballast, and subgrade) provide the required support to the
track structure. Poor subsurface conditions result in poor track performance as well as '
“excessive and uneven track degradation. Uneven degradation results in costly maintenance
and adversely affects track safety.

Since ballast, sub-ballast, and subgrade layers are beneath the track structure, they are difficult
to properly inspect with purely visual methods. Currently, there is no practical method for
rapid subsurface evaluation. However, emerging technologies, such as ground penetrating
radar and sonic or vibratory signals, offer promise for developing both improved and
automated roadbed inspection capabilities. In collaboration with experts from industry and
academia, these technologies will continue to be investigated with further development of the
most promising technologies. »

Non-Destructive Evaluation (NDE) of Bridges.

 As freight car weights increase and bridges age, the need for effective, rapid bridge inspection -

and strength evaluation methods increases as well. The FRA will work jointly with the FHWA
and the AAR to investigate NDE technologies that may be applicable in automated bridge
safety monitoring. The intent is to pursue techniques that show a high potential for successful
adaptation and deployment. This will be a continuing activity.

Automated Analysis and Interpretation of Inspection Data

A key element in raising inspection speeds and in improving inspection effectiveness is taking
better advantage of the large amount of data produced by modern inspection techniques. Efforts
in this important but often neglected area of research will focus on innovative and improved
ways for real-time viewing and display of inspection results and the production of relevant and
meaningful inspection reports and summaries. Automated analysis and interpretation will
permit diagnosis of many conditions at the time inspections are being made, taking into
consideration more variables than can be practically incorporated into the process by slower,
manual methods. A varijety of track and structure inspections will be benefit from this research.

Probability-Based Inspection Criteria

Many standards for quality control and safety assurance throughout the industrial world are
now based on probability theory, data, and estimates. In this group of projects, the sciences of
probability and engineering reliability will be applied to develop eriteria for inspection
scheduling and for characterizing track condition during an inspection. A probability-based
inspection schedule would emphasize sections of track with a higher likelihood of having
defects. It would also consider the likelihood of missing defects in areas and under conditions
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VERIFIED STATEMENT OF PHILLIP D. BRAKE, P.E.

My name is Phillip D. Brake and I am a Professional Engineer licensed in Massachusetts.
I am currently employed as an Assistant Vice President of the Engineering Department
for Guilford Rail System. Ihave been employed by Guilford for the past ten (10) years.
During that time, I have been involved with numerous track construction and
rehabilitation projects, including the current rehabilitation of Guilford’s line between
Portland, ME :;md Plaistow, NH which involves the restoration of passenger service
between these two points. I make this verified statement in support of Guilford’s reply to
Amtrak’s “Motion for Further Clarification of the Board’s October 22, 1999 Decision.”

My statement is based on the following;:

A. I observed the TTCI testing that is the subject matter of this motion;

B. I have reviewed the TTCI report and the selected data TTCI and Amtrak
forwarded,;

C. Ireviewed the prior Amtrak submissions to the STB and the STB decisions;

D. Iwas present when Guilford’s contractor Zeta-Tech performed track modulus
testing on various parts of the line;

E. Ireviewed the Zeta-Tech Report.
A review of the data reveals the following:
1.0 November Dynamic Test Data
TTCI returned in November to perform additional track modulus testing. This included
dynamic testing from approximately MP 225 - MP 273 and static testing at 28 Zones.
Although provided to Guilford, the test results that were reported by TTCI did not reflect
any of the dynamic information that was recorded in the final days of November, yet the
static data was utilized. The typical climate in New England is significantly different at ,
the end of November versus that of July when the original testing was to take place and as

such is not an appropriate time of year to test for track modulus because the values will
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typically increase. However, Guilford’s analysis of the November TLV relative
deflection data, performed in a manner similar to that used by TTCI for September,
reveals significant differences in the test results from the September information.
Specifically, the results of this analysis revealed additional locations where the track
support modulus does not meet the applicable AREA criteria. The November dynamic

data therefore, should be included in the final results of this testing analysis.

2.0 Exception Locations NOT Identified by TTCI Using TTCI Methodology

Not withstanding Guilford’s objections, using the TTCI criteria for determining locations
where the track support modulus (‘K’ value) is less than 2750 Ib/in/in, the threshold
established by the Surface Transportation Board, Guilford identified multiple locations
where the ‘K’ value was less than 2750 Ib/in/in from both the September and November
tests that were not listed in the TTCI List of Track Modulus Exception Locations. As
seen in Attachment i, TTCI identified 14 locations over 8 separate miles of track as
having track modulus exceptions. However, Guilford’s review 6f the test data using
TTCI’s methodology for both September and November revealsy 26 locations of track
modulus exceptions over 14 separate miles of track. Guilford found 17 track modulus
exceptions over 10 miles of track using September information only. The additional 12
locations not identified by TTCI are shown both graphically and numerically from

information provided by TTCL. This information is shown in Attachment -1.

3.0 TTCI Statistical Relationship is Highly Inaccurate
Static testing at each location where the measured deflection from the TLV dynamic test
indicates a potential location where the AREA deflection criteria is exceeded is an

important step in accurately determining the actual track support modulus.

Static tests are performed at select locations and are absolute. The dynamic test measures



/M riormi

f

i

1

T

1

TR T Y [ —

ATTACHMENT 1




e e

LI

[,

Table 1: Exception Locations Not Identified by TTCI Using TTC| Method of Analysis

|
I
IMilepost
> 60 mph

TTCl Report
Results
(0.27)

25' AVG

DYNAMIC

‘Defl. Criteria
(.27)
Sept. |

25' AVG

Defl. Criteria
(-27)
Nov.,

25' AVG

COMBINED

NA

02-203

NA

NA

2
:1203-204
204-205

NA

;205-206

NA

1206-206.77

NA

-207.8-208

NA

'208-209

NA

i208-210

NA

1210-211

NA

1212.7-213

NA

213-214

NA

1214-215

NA

1215-216

NA

:216-217

NA

217-218

NA

-218-218

NA

1218-220

NA

'220-221

-1

1221-222

NA

1222-223

NA

1223-224

NA

224-225

NA

225-226

226-227

i227-228

1228-229

1229-230

230-231 |

231-232 |

1232-233

233-234

i234-235

1238-236

1236-237

{237-238

1238-239

1239-240

1240-241

241-242

242-243

243-243.6

:244-245

1245-246

1246-247

1247-248

.248-249

1249-250

[250-251

1251-252

:252-252.6

:264.1-255

1255-256

1256-257

1257-258

1258-259

.259-260

1260-261

1261-262

:262-263

{263-264

64-26

65-261

66-267 |

NI R

67-268

1268-269

1269-270

270-271
271-272

272-272.9

Locations
Miles

17
10

26
14
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e
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Distance (TTCI - fty Distance (ft) Distance (miles) MP 2' Avg 25' Avg
8690.24 491.52 0.093090909 203 0265734  0.2689048
8690.39 491.67 0.093119318 203 0.2638359 0.2691716
8690.53 491.81 0.093145833 203 02619378 0.2694291
8690.68 491.96 0.093174242 203 0.2600397 0.2696757
8690.83 492.11 0.093202652 203 02584413 , 0.269909
8690.98 492.26 0.093231061 203 0.2568429° 0.2701273
8691.13 49241 1 0.09325947 203 02553444 0.2703294
8691.28 492.56 0.093287879 203 02536461 0.2705154
8691.43 492.71 0.093316288 203 02516481 0.2706845
8691.58 492.86 0.093344697 203 0.2496501 0.2708358
8691.73 493.01 0.093373106 203 0.2479518 0.2709669
8691.87 493.15 0.093399621 203 02466531 0.2710766
8692.02 4933 0.09342803 203 0.2458539 0.2711638
8692.17 493.45 0.093456439 203 02455542 02712285
8692.32 493.6 0.093484848 203 02454543 0.2712712
8692.47 493.75 0.093513258 203 02454543 0.2712944
8692.62 493.9 0.093541667 203 02452545 0.2712984
8692.77 494°05 0.093570076 2037 02448549 02712843
8692.92 4942 0.093598485 203 0.2442555 0.2712533
8693.07 49435 0.093626894 203 0.2436561 0.2712048
8693.22 494.5 0.093655303 203 0.2430567 0.2711413
8693.36 494.64 0.093681818 203 0242757 0.2710639
8693.51 494.79 0.093710227 203 02425572 0.270975
8693.66 494.94 0.093738636 203 02422575 0.2708774
8693.81 495.09 0.093767045 203 - 02415582 0.2707775
8693.96 495.24 0.093795455 203 02404593 0.2706695




Distance (TTCI - ft) |

8728.41
8728.55
8728.7

8728.85

8729
8729.14
8729.29
8729.44
8729.58
8729.73
8729.88

8730.02

8730.17
8730.32
8730.46
8730.61

8730.76

87309
8731.05
8731.2
8731.35
8731.49
8731.64

Distance (ft)

529.69
529.83
529.98
530.13
530.28
530.42
530.57
530.72
530.86
531.01

531.16

3 I M

53145
531.6
531.74
531.89
532.04
53218
532.33
532.48
532.63
532.77
532.92

Distance (miles) MP 2' Avg 25' Avg
0.100320076 203 02332665 0.2777751
0.100346591 203 0.2336661 0.2780795

0.100375 203 0.2342655 0.2783486
0.100403409 203 0.234765 0.2785836
0.100431818 203 0.2351646 0.2787868
0.100458333 203 0.2355642  0.278956
0.100486742 203 0.2360637 0.2790911
0.100515152 203 0.236763 0.2791888
0.100541667 203 0:2378619 0.2792465
0.100570076 203 0.2392605 0.279265

0.100598485 203 0.2410587 0.2792482

0.100625 203 0.2429568 0.2792026
0.100653409 203 0.244755  0.2791362
0.100681818 203 0.2463534 0.2790542
0.100708333 203 02476521 0.2789606
0.100736742 203 0.2490507 0.2788561
0.100765152 203.  0.2508489 0.2787406
0.100791667 203 0.2530467 0.2786136
0.100820076 203 0.255744 02784767
0.100848485 203 0.2586411 0.2783329
0.100876894 203 02616381 0.2781875
0.100903409 203 0.2644353 0.2780442
0.100931818 203 0.2779068

0.2672325
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654.3 228 0.300399 0.270452
654.41 228 0.301998 0270765
654.51 228 0303496 027104
654.62 228 0.305095 027128
654.73 228 0.306793 0.271467
654.84 228 0.308491 0271623
654.95 228 0.310389 0.271749
655.05 228 0.312088 0.271845
655.16 228 0314785 0271911
655.27 228 0316283 0.271946
655.38 228 0.317382 0.271951
655.49 3580318481 OO
655.6 228  0.31938 0.271876
655.7 228 0.320379 0.271801
655.81 228 0.321378 0.271704
655.92 228 0.322277 0.271589
656.03 228 0323177 0271458
656.14 228 0.323876 0.271309
656.25 228 0324475 027114
656.35 228 0.324975 027095
656.46 228 0.325474 0270737
656.57 228 0325974  0.2705
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20828.26
20828.39
20828.52
20828.65
20828.78
20828.91
20829.04
20829.17
20829.3
20829.43
20829.56
20829.69
20829.82
20829.95 .
20830.08
20830.21

-20830.34

20830.47

20830.6
20830.73
20830.86
20830.99
20831.12,
20831225
20831.37

20831.5
20831.63
20831.76
20831.89
20832.02
20832.15

MT
261
261
261
261
261
261
261
261
261
261
261
261
261
261
261
261

261

2. At

0.408092

0.413586
0.418581
0.423077
0.427372
0.431668
0.435864
0.440159
0.444355
0.448351
0.451848
0.454945
0.457542

0.45954
0.461338
0.462837
0.464235

2.5 AvG-
0.26925
0.26959
0.26991
0.270206
0.270476
0.270716
0.270929
0.271115
0.271279
0.271425
0.271556
0271673
0.271775
0.271861
0.271926
0.271967
0.271983

261
261
261
261
261
261
261
261
261
261
261
261
261
261

0.465434
0.466433
0.467033
0.467132
0.466633
0.465534
0.464535
0.463136
0.461638
0.460139
0.458541
0.456843
0.454745
0.452347

0.271975
0.271948
0.271905

0.27185
0.271786

0.27171
0.271622
0.271519
0.271401
0.271266
0.271117
0.270953
0.270778
0.270593
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TTCI Distance (ft)
11303.01
11303.08
11303.15
11303.22
11303.29
11303.36
11303.43

11303.5
11303.57
11303.64
11303.71
11303.78
11303.85
11303.92

T304
11304.07
11304.14
11304.21
11304.28
11304.35
11304.42 ~
11304.49
11304.56
11304.63

11304.7
11304.77
11304.84
11304.91
11304.98

Distance (ft)

286.28
286.35
286.42
286.49
286.56
286.63
286.70
286.77
286.84
286.91
286.98
287.05
287.12
287.19
" 287.27
287.34
287.41
287.48
287.55
287.62
287.69
287.76
287.83
287.90
287.97
288.04
288.11
288.18
288.25

Distance (miles)
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05
0.05

T

T T

MP
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247

2' Avg
0.453047
0.458341
0.461738
0.463236
0.463236
0.467632
0.467632
0.471528
0471528
0.473926
0.473926
0.476024
0.476024
0477722
0477722

0.479021 -

0.479021
0.47992
0.47992
0.48002
0.48002
0.47992
0.47992
0.47962
0.47962

0.478821

0.478821

0477222

- 0477222

25' Avg
0340526
0.341024
0341472
0.34189

0.342257
0.342595
0.342881
0343136
0343337
0.343509
0.343628
0.343718
0343757
0.343762
0.343713
0.34363

0.34349

0.343318
0.343087
0.342813
0.342492
0.34213

0341723
0.341272
0.340774
0.340233
0.339642
0.339008
0.338309
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TTCI Distance (ft)
11325.3
1132537
11325.44
11325.5
11325.57
11325.64
11325.7
11325.77
11325.84
11325.91
11325.97
11326.04
11326.11
11326.17
11326.24
11326.31
11326.37
11326.44
11326.51
11326.58
11326.64
1132671
11326.78
11326.84
1132691
11326.98
11327.05
11327.11
11327.18
11327.25
11327.31
11327.38
11327.45
11327.52
11327.58
11327.65
11327.72
11327.79
11327.85
11327.92
11327.99
11328.05
11328.12
11328.19
11328.26
11328.32
11328.39
11328.46

Distance (ft)
308.57
308.64
308.71
308.77
308.84
308.91
308.97
309.04
309.11
309.18
309.24
309.31
309.38
309.44
309.51
309.58"
309.64
309.71
309.78
309.85
309.91

30998 ...

310.05
310.11
310.18
31025
31032
310.38
31045
310.52
310.58
310.65
310.72
310.79
310.85
310.92
310.99
311.06
311.12
311.19
311.26
31132
311.39
311.46
311.53
311.59
311.66
31173

Distance (miles)
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
..006
70.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06
0.06

MP
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247

247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247

2' Avg
0.493706
0.495005
0.496403
0.497502
0.497502

0.4996

0.4996
0.501398
0.501398
0.503296
0.504195
0.504695
0.505494
0.505894
0.506793
0.507092
0.508191
0.508191
0.508191
0.508791

0.50949
0919

0:50979

0.508991
0.50939
0.508291
0.508291
0.507092
0.506993

© 0.505694

0.505494
0.504095
0.503396
0.501798
0.500999
- 0.4993

0.498401
0.496603
0.495704
0.493806

0.492607

0.490309
0.488811
0.486413
0.484715
0.482117
0.480219
0.477622

25" Avg
0.4121
0.413073
0.413997
0.414903
0.415737
0.416553
0.417303
0.418035
0.418699 .
0.419344
0.419912
0.420461
0.420933
0421386
0.421762
0.422115
0.422396
0.422657
0.422842
0.423007
0.423097

0423126
0.423027
0422904
0.422708
0.422489
0.422198
0.421886
0.421501
0.421093
0.420615
0.420116
0.419548
0.418955
0.418294
0.41761
0.416858
0.416085
0.415246
0.414386
041346
0412514
0.411504
0.410472
0.409379
0.408265
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1214.35
1214.53
1214.72

1214.9
1215.08
1215.26
1215.45
1215.63
1215.81
1215.99
1216.18
1216.36
1216.54

1216.72
1216.91
1217.09
1217.27
1217.46
1217.64
1217.82
1218
1218.19
1218.37
1218.55
1218.73
1218.92
1219.1
1219.28

1219.46

1219.65
1219.83
1220.01

MP
247

247
247
247
247
247
247
247
247
247

247

247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247
247

Z Ave-

0.111289
0.112687
0.113886
0.114485
0.114186
0.113486
0.112987
0.113486
0.115085
0.117482

0.11978
0.121678

10.123377

0.126873
0.131768
0.137862
0.144855

0.151848

0.158741
0.165734
0.173327
0.182018
0.192008
0.202697
0.213486
0.222377
0.230669
0.238961
0.247752
0.256943
0.266333
0.275125

Zs Avie-
0.268935
0.269971
0.270925
0.271792
0.272569
0.273261
0.273869
0.274391
027482
0.275151
0.275377
0.275502
0.275531
0.275471
0.275327
0.275096
0.274773
0.274353
0.273839
0.273237
0.27256
0.271816
0.271007
0.270134
0.26919
0.268179
0.267107
0.265986
0.264825
0.263629
0.262398
0261129




MAP WILL BE SCANNED
AT A LATER DATE




73

3

L

[ s
E

"

-

3 3

3

.
2

TTCI Distance (ft) -
11967.97
11968.13
11968.29
11968.45
11968.61
11968.77
11968.93
11969.09
11969.25
11969.41
11969.57
11969.73
11969.89
11970.05
11970.21
11970.37
11970.53
11970.69
11970.85
11971.01

TN9TAT
11971.33
11971.49
11971.65
11971.81
11971.97
11972.13
11972.29
11972.45
11972.61
11972.77
11972.93
11973.09
1197325
11973.41
11973.57
11973.73
11973.89
11974.05

Distance (ft) Distance (miles) mp 2'Avg 25" Avg
2600.91 049 - 249 0.236264 0.270515
2601.07 0.49 249 0.237862 0.270671
2601.23 0.49 249 0.23946  0.27082
2601.39 0.49 249 0.240759. 0.270959
2601.55 0.49 249 0.241858 0.271084
2601.71 0.49 249 0.242857 0.271195
2601.87 0.49 249 0.244056 0.271296
2602.03 0.49 249 0.245354 0.271389
2602.19 . 049 249 0.246753 0.27148
2602.35 0.49 249 0.248152 0.271569
2602.51 0.49 249 0.249251 0.271651
2602.67 0.49 249 0.24995 0.271716
2602.83 0.49 249 0.25025 0.271761
2602.99 0.49 249 0.25025 0.271788
2603.15 0.49 249 0.24995 0.271802
2603.31 0.49 249 0.24965 0.271812
2603.47 0.49 249 0.24945 0271822
2603.63 0.49 249 0.249251 0.271835
2603.79 0:49 249 0.249151 0.271846
2603.95 0.49 249 0.249151 0271849
2604.11 0.49 249 - 0.24935 02271839

. 2604.27 0.49 249 024975 0.271814
2604.43 0.49 249 0.250449 0.271777
2604.59 0.49 249 0.251548 0.271734
2604.75 0.49 249 0253047 0.271693
2604.91 0.49 249 0.254845 0.271652
2605.07 0.49 249 0.256843 0.271606
2605.23 0.49 249 0.258741 0.271544
2605.39 0.49 249 0.260739 0.271457
2605.55 0.49 249 0.263037 . 0.271341
2605.71 0.49 249 0.265534 0271197
2605.87 0.49 249 0.268431 0.271032
2606.03 0.49 249 0271328  0.27085
2606.19 0.49 249 0.274126 0.270656
2606.35 0.49 249 0.276523 0.270445
2606.51 0.49 249 0.278521 0.270212
2606.67 049 249 0.28002  0.26995
2606.83 0.49 249 0.281418 0.269657
2606.99 0.49 249 0.282717 0.269331

[
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"V{I’Gl{ 8L2D2/7s3l /42§4 (2)/.043 756 '(2)1.25674 1
1182291 254 0.043656 0.258313
11823.08 254 0.044456 0.259799
11823.25 254 0.046853 0261198
11823.42 254 0.050649 0.262506
11823.59 254 0.055345 0.263722
11823.76 254 0.06004 0.264846
11823.93 254 0.064336 - 0.265874
11824.1 254 0.068432 0.266819
11824.28 254 .0.073027 0.267685
11824.45 254 0.078821 0.268473
11824.62 - 254 0.085814 0.269187
11824.79 254 0.093706 0.269829
11824.96 254 0.101498 * 0.270402
11825.13, 254 0.108791 0.270913
11825.3 254 0.115584 0271365
11825.47 254 0.122477 0271764
11825.65 254 0.12957 0.272113
11825.82 254 0.137263 0.272412
11825.99 254 0.145155 0.272662
11826.16 254 0.152747 0.272863
11826.33 254 0.15944 0.273006
11826.5 254 0.165335 0.27309
11826.67 254 0.170729 0.273117
11826.84 254 0.176224  0.273087.
11827.01 254 0.182318 0.273001
11827.19 254 0.189311  0.272858
11827.36 254 0.196603 0.272657
11827.53 254 0.203796 0.272398
11827.7 254  0.21029 0.272081
11827.87 254 0.216084 0.271709
11828.04 254 0.221678 0.271282
11828.21 254 0.227972 0.270805
11828.38 254 0.235464 0.270279
11828.56 254 0.244156 0.269709
11828.73 254 0.253446 0.269098
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11842.73 254 0.172328 0.269509
11842.9 254 0.163037 0.270062
11843.07 254 0.153846 0270571
11843.24 254 0.144655 0.271032
11843.41 254 0.135864 0.271437
11843.58 254 0.127872 0271782
11843.75 254 0.121079 0.272075
11843.92 254 0.115484 0272318
11844.09 254 0.11029 0.272509
11844.26 254 0.105095 0.272649
11844.43 254 0.099301 0.272732
11844.6 254 0.093007 0.272753
11844.77 254 0.086813 0272711
11844.94 254 0.081019 0.272605
11845.11 254 0.076124 0272435
11845.28 254 0.071528 0.272205
11845.45 254 0.066733 0271912
11845.62 254 0.061339 0271557
11845.79 254 0.055245 0271135
11845.97 254 0.048951 0.270636
11846.14 254 0.042657 0.270058
1184631 254 0.036863  0.2694
11846.48 254 0.031668 0.268662
11846.65 254 0.026673 0.267848
11846.82 254 0.021578 0.266961
11846.99 254 0.016184 0.266003
11847.16 254 0.010689 0.264978
1184733 254 0.005295 0.263888
11847.5 254 0.000699 0.262738
11847.67 254 -0.002797 0.261533
11847.84 254 -0.005395 0.260278
11848.01 254 -0.007692 0.258975
11848.18 254 -0.01009 0.25763
11848.35 254 -0.012687 0.256245
11848.52 254 -0.014985 0.254822
11848.69 254 -0.016583 0.253366
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12005.61 254 0.035864 0.266813
12005.79 254 0.035764 0.268027
12005.96 254 0.035265 0.269151
12006.13 254" 0.034266 0.270187
12006.3 254 0.032967 0.271128
12006.48 254 0.031768 0.271963
12006.65 254 0.031469 0272685
12006.82 254 0.032468 0.273292

12007 254 0.034665 0.273791

12007.17 254 0.038761 0.274187
12007.34 254 0.042957 0.274484
12007.51 254 0.047153 0.274688
12007.69 254 0.051449 0.274794
12007.86 254 0.056743 0.274796
12008.03 254 70063736 0.274691
12008.21 254 0.072428 0.274485
12008.38 254 0.082318 0.274187
12008.55 254 0.092507 0.273805
12008.73 254 0.102098 - 0.273334
12008.9 254 0.111189 0.272776
12009.07 254  0.11998 0.272131
12009.25 254 0.12947 0.271402
12009.42 254 0.138961 0.270596
12009.59 254 0.149051 0.269722
12009.77 254 0.159141 0.268787
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12022.53 254 0.312987
12022.7 254 0.2994
12022.88 254 0.285314
12023.06 254 0.271129
12023.23 254 0.257842
12023.41 254 0.245854
12023.59 254 0.234665
12023.76 254 0.222577
12023.94 254  0.21019
12024.12 254 0.197702
12024.29 254 0.185414
12024.47 254 0.174126
12024.65 - 254 0.164036
12024:82 254 0.154945
12025 254 0.146154
12025.18 254 0.137163
12025.36 254 0.128072
1202553 254 0.11948
12025.71 254 0.112188
12025.89 254 0.107592
12026.06 254 0.104396
12026.24 254 0.101399
12026.42 254 0.098102
12026.6 254 0.094505
12026.77 254 0.091209
12026.95 254 0.089011
12027.13 254 0.088511
12027.31 254 0.089211
12027.48 254  0.09011
12027.66 254 0.09041
12027.84 254  0.08971
12028.02 254 0.088412
12028.19 254 0.087413
12028.37 254 0.087213
12028.55 254 0.088012
12028.73 254 0.088811
12028.91 254 0.089211

25 N
0.267404
0.268402
0.269367
0.270294
0271173
0.271999
0272768
0.273476
0274124
0274712
0.27524
0.275704
0.276107
0.276444
0276713 .
0276914
0.277046

0277111

0.277106
0.277031
0.276881
0.276655

0.27635
0.275967

0.27551
0.274983
0.274386
0.273721
0.272985

0.27217
0.271279
0.270315
0.269283
0.268188
0.266994

0.26573
0.264394



MAP WILL BE SCANNED
AT A LATER DATE




| PO L e S0 D

SR R S N A

1

T1ed Dest D rS‘Té:#B Dis~ éﬂub

19585.16  3306.04 0.626144
195852 3306.08 0.626152
19585.25 . 3306.13 0.626161
19585.29 3306.17 0.626169
19585.33 3306.21 0.626176
19585.38 3306.26 0.626186
19585.42 3306.3 0.626193
1958546 3306.34 0.626201
19585.51 3306.39 0.62621
19585.55 3306.43 0.626218
19585.6 3306.48 0.626227
19585.64 3306.52 0.626235
1958568 3306.56 0.626242
19585.72 3306.6 0.62625
19585.77 3306.65 0.626259
19585.81 3306.69 0.626267
19585.85 3306.73 0.626275
195859 3306.78 0.626284
19585.94 3306.82 0.626292
19585.98 3306.86 0.626299
19586.02 3306.9 0.626307
19586.06 3306.94 0.626314
19586.11 3306.99 0.626324
19586.15 3307.03 0.626331
19586.19 3307.07 0.626339
19586.23 330711 0.626347
19586.27 3307.15 0.626354
19586.31 3307.19 0.626362
19586.36 3307.24 0.626371
19586.4 3307.28 0.626379
19586.44 3307.32 0.626386
19586.48 3307.36 0.626394
19686.52 3307.4 0.626402
19586.56 ' 3307.44 0.626409
195686.6 3307.48 0.626417
195686.64 3307.52 0.626424
19586.68 3307.56 0.626432
19586.72 3307.6

0626439 .. ...260 0376223

AP
260
260
260
260
260
260
260

260

260
260
260
260
260
260
260
260
260
260
260
260
260
260
260
260
260
260
260
260
260
260
260
260
260
260
260
260
260

Z Ave
0.32967
0.32967

0.333067

0.333067

0.334765

0.336763

0.338561

0.340459

0.342357

0.344156

0.345854

0.347952
0.34955
0.34955

0.353047

0.353047

0.356044

0.356044

0.358741

0.358741

0.361139

0.361139

0.361838
0.363436
0.363936
0.365434
0.366034
0.367332
0.368132

0.36933

0.36933
0.370329
0.371928
0.372727
0.374026
0.375224
0.376223

s Ave
0.32967
0.32967
0.333067
0.333067
0.334765
0.336763
0.338561
0.340459
0.342357
0.344156
0.345854
0.347952
0.34955
0.34955
0.353047
0.353047
0.356044
0.356044
0.358741
0.358741
0.361139
0.361139
0.361838
0.363436
0.363936
0.365434
0.366034
0.367332
0.368132
0.36933
0.36933
0.370329
0.371928
0.372727
0.374026
0.375224
0.376223
0.376223
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Table 2

Dynarnic Deflectiois >.28 in. VS. Static Measurements
Portland, ME - Plaistow, NH

06/07/02

Milepost
> 60 mph

DYNAMIC

STATIC

Defl. Criteria
(.28)
Sept.
25' AVG

Defl. Criteria
(-28)
Nov.

25' AVG

Defl. Criteria | Static Zones

Static Zone

Combined

Sept /Nov .28" Defl.
25' AVG or above

201-202

NA

[202-203

NA

203-204

NA

Zonet1 |

204-205

NA

205-206

NA

206-206.77

NA

207.8-208

NA

208-209

NA

209-210

NA

210-211

NA

212.7-213

NA

213-214

NA

214-215

NA

215-216

NA

216-217

NA

217-218

NA

218-219

NA

NA

1

NA

NA

223-224

NA

224-225

NA

225-226

226-227

227-228

228-229

229-230

230-231

231-232

232-233

233-234

234-235

235-236

236-237

237-238

238-239

239-240

240-241

241-242

242-243

243-243.6

244-245

245-246

246-247

247-248

Zone 28

248-249

249-250

250-251

251-262

252-252.6

254.1-255

255-256

256-257

257-258

258-259

259-260

1260-261

261-262

262-263

263-264

264-265

265-266

266-267

267-268

268-269

269-270

270-271

271-272

272-272.9

v

Locations
Miles

]
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VERIFIED STATEMENT
OF
ALLAN M. ZAREMBSKI, Ph.D., P.E.
President

1. My name is Allan M. Zarembski, Ph.D., P.E. I am the Principle of ZETA-TECH
Associates, Inc., 900 Kings Highway N., Cherry Hills, NJ 08034. ZETA-TECH has reviewed
information, in the form of testing data from TTCI, submitted by Guilford, discussing the subject
rail line between Portland, ME and Plaistow, NH as referred to in the attached memo dated
February 19, 2002.

2. ZETA-TECH was also retained by Guilford to perform Track Modulus Testing at

various locations along this rail line. My analysis of this data was inclided with this memo dated

June 4, 2002.
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VERIFICATION

L, Allan M. Zarembski, declare under the penalty of perjury that the foregoing is true and correct.

£

1 further certify that T am qualified and authorized 1o make this Verified Statement,

Executed: June 7, 2002 AA’
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FROM=ZETA-TECH ASSOC, [NC,

ZETA-TECH
Associates, ine,

900 Kings Highway N.
P.O, Box 8407

Cherry Hill, N4
08002

. (800) 7797795
FAX: (809) 779-7438

o T-950

FACSIMILE TRANSMITTAL SHEET

ZETA-TECH ASSOCIATES, INC.

P.001/003  F-280

To: Phillip D. Brake, P.E.
= Company: Guilford Rail Systems
L Phone: (978) 663-1057
Fax: (978) 663-6907
-
- From: Allan M. Zarembski, Ph.D., P.E.
- Company: ZETA-TECH Associates, Inc.
! Phone: (856) 779-7795
e Fax: (856) 779-7436
- e-mail: zarembsl{i@zetatech‘cnm
e Date: February 19, 2002
‘ Pages including this cover page: 3.
}w Dear Phil:
Tﬂ« Following up on our discussions and my review of the fanuary 10, 2002 TTCI
- Report on Track Modulus Testing, [ would like to make the following observations:
- 1. The 25’ moving average approach taken by TTCl is inappropriate’ and in fact
4 serves to “disguise” location of low track modulus, such as the ones at issue
. , here. Since, the modulus values have been obtained by field testing (both
e » moving and stationary), the actual deflection of the track under the test load
f already accoums for any variation in modulus in the influence zone of the test
— (i.e. the region where the track deflects under the test load). Thus, the testing
, \ already “averages” the track modulus in this zone. To further apply a 25 foot
[m moving average to the test results serve to average an average, thus
e “disguising” locations where the modulus was measured to be under 2750
Ib/in/in.  This is clearly illustrated in TTCI test sites; Zone 2, Zone 7 -40°,
- Zone 7, Zone 11, Zone 12, Zone 13, Zone 16, Zone 17, Zone 18, Zone 20,
o Zone 21, Zone 23, Zone 25, Zone 28, and Zone 35. [n fact, in Zones 1] and

23, 67% or 2/3 of the measurement points were BELOW 2750 Ib/in/in, yet the
average of 100% of the points came to a value above 2750 Ib/in/in (because

! The 25* moving average is not supported by AREMA nar used in the published literature,

£l
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the one remaining measurement value was so high as to bring the “average”
value over 2750). : .

The inapproprialeness of this approach is clearly illustrated in the case of
TTCI Test Zone 1, where a tota) of 6 static modulus measurements were taken
over a length of 25°. In this Zone, ALL SIX (6) test locations had modulus
values LESS than 2750 Ib/in/in, ranging from a low of 926 1o a high of 2476,
with an average of 1758 Ib/in/in. Yet, this location was NOT identified by
TTCl as a track modulus exception location, based on their 25° moving

- average approach.

The 25” moving average approach is fundamentally wrong when applied 10
analysis of rail stresses, since rail failure (fatigue, fracture, ete.) is a point
process. Rail failure develops and occurs at a single location on the: rail, NO'T
over a 257 (or any other) length. Therefore, averaging the wack mc Julus over
25" (when the measured modulus values are obtained by testing rhat already
rcflects any actual local variation in track modulus) resulis in 4 value that
significantly distorts (and reduces) the calculated (but not the actual) stresses
in the rail, Since modulus values of approximately 1800 Ib/in/in or less result
in rail stresses that arc below the AREMA allowable value of 25,000 psi® (see
Figure 1), it is critcal that these locations of high rail stress not be “averaged
out by an artificial averaging process that has no justification in either theory
or in the published literature. |In facr, it should be noted that the AREMA
“permissible calculated rail stress due to flexure and fatigue™ is 18,000 psi.']
When the rail stress values exceed the allowable AREMA siress values, the
potential exists for the development of rail fatigue defects which could result
in a potential safety issue,

If you have any questions, please give me a call.

Sincerely,

ski, Ph.D., P.E.

2 Section 10.2.2.5, Allowable Bending Stresses in Rail, AREMA Manual for Ruilway Engineering, 2001.

F-280
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ZETA-TECH
Associates, Inc.

900 Kings Highway N.
P.O. Box 8407
Cherry Hill, NJ

08002

(856) 779-7795

ZETA-TECH (856) 779-7436

Survey Method Track Modulus Data Analysis
v 6/4/02

Introduction

Deflection measurements were taken (5/21/02-5/22/02) in accordance with the
procedure defined in the AREMA Manual for Railway Engineering listed in Chapter
16.10.11.1, under the first truck of a MEC 502 locomotive, and the last truck of a tanker
car ACFX 76646, Using the wheel loads, wheel spacing, rail section properties, and
recorded deflections the track modulus can be calculated by superimposing the single-
axle solutions for a point load applied to a beam on an elastic foundation. Making the
first axle the reference point x = 0, the deflection under a two- axle truck is calculated
using the following equation:

w(0) = —1;—5— + i—f—e‘ﬂ % (cos A1, +sin BI,)
where P is the wheel load, & is the track modulus, /; is the wheel spacing and S =3 4/;[ .

ZETA-TECH’s track modulus software calculates the AREMA track modulus
based on the input parameters mentioned above. This methodology applies to the
calculation of track modulus for multiple wheel loads. Track modulus values were also
calculated using the TTCI methodology of eliminating slack in the rail, which is
discussed in the following section. Note, this methodology is different from that defined
in the AREMA manual.

Modulus Calculations

The AREMA method for calculating track modulus was utilized for both for the
heavy load (deflection under locomotive wheel loads) and the light load (deflection under
tanker car wheel loads). In addition, the TTCI methodology, which is supposed to
eliminate deflections due to slack between the rail base and tie plate, was used to
calculate a modulus based on the change in deflections and wheel loads. Since the axle
spacing of the two test vehicles varies, a modified approach must be taken. This
approach involves calculating a heavy and light single-axle effective displacement from
the actual deflections and wheel loads. Using the difference in the effective deflections
and actual wheel loads, the modulus can be calculated.

To calculate the TTCI “slack-less” track modulus the following equation was
employed:

ZETA-TECH Associates, Inc. 1
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where AP,, is the difference in the actual wheel loads and Aw,is the difference in

single-axle effective deflections,

Data Analysis

The tests were conducted with a MEC 502 Locomotive and tanker car ACFX
76646 at a testing speed of 3 mph on the south rail. The wheel loads, obtained by
weighing the locomotive and tanker car on a railroad scale, were 32012.5 and 8212.5 lbs
respectively. The measured axle spacing for the locomotive and car were 108.5 and 70.5
respectively.

For each of the 12 test sites, the AREMA two-axle modulus and the TTCI “slack-
less” track modulus values were calculated. Between 3 and 16 measurements were taken
at each site, over a distance of 25°. Table 1 shows the AREMA modulus under the
heavy wheel load and the less conservative “slack-less” modulus. Also shown is the
corresponding 25’ averages for both. The shaded cells represent 25° averages below the

2750 1bs/in/in threshold established by the Surface Transportation Board. The full data

set, including the single axle effective deflections, and site descriptions are given in
Appendix A.

ZETA-TECH Associates, Inc. 2
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Site 9 was an area made up of pumping ties. To see the variation in track
modulus, 16 tests were conducted (one in every crib starting 12.5° west to 12.5” east of
location 0) at this site. As seen in Figure 9, 13 of the 16 measurements were below the
2750 Ibfin/in threshold value. The 25° average of 2003 1b/in/in is also well below the
threshold.

Site 9: 257" West of MP 247

Track Modulus (Ibiin*2)

Location (ft.)

Figure 1. Variation in Track Modulus at Site 9.

The most significant deflection measured under the locomotive’s first truck
occurred at site 10. A deflection of .531” (AREMA modulus of 560 Ib/in/in) was
measured at the +6.25° location. The observation of the track response to a passing
passenger train and the two >.5 in. deflection measurements caused the Guilford
maintenance personnel to call in an immediate speed restriction.

ZETA-TECH Associates, Inc. ) . 4
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Conclusions

Sixty-two track modulus tests in accordance with the AREMA Manual for
Railway Engineering were conducted on 12 sites. The sites were tested to see if they met
the threshold track modulus value of 2750/in/in established by the Surface Transportation
Board. At each site, multiple measurements were taken and a 25’ average was calculated
and compared to the threshold. Using the AREMA modulus calculations, the 25° average
in 11 out of 12 sites was below this value. Using the TTCI “slack-less” modulus
methodology, 9 of 12 sites showed the 25’ average below 2750 1b/in/in.

ZETA-TECH Associates, Inc. 5
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Track Modulus Testing Site Descriptions

Site 1.

- Location: 368’ east of Winnocks Neck Road Crossing between MPs 203-204, south side

rail.
Characteristics: No paint from TLV run. 5 survey tests run (6.25 spacing), two on each
side of location 0 in 6.25” spacing. No joints in vicinity.

Site 2. ‘

Location: 60” west of Winnocks Neck Road Crossing between MPs 203-204, 26” from
insulated joint, south side rail.

Characteristics: Marked by paint, 5 survey tests run (6.25” spacing).

Site 3.
Location: 1248” west of MP 205, south side rail. A
Characteristics: No paint spray, 3 survey tests run (12.5° spacing), no joints.

Site 4.
Location: 1927 west of MP 215, south side rail.
Characteristics: 3 survey tests run (12.5’ spacing), no paint, no joints.

Site 5.
Location: 220’ east of MP 224, south side rail
Characteristics: 3 survey tests run (12.5” spacing), no paint, no joints.

Site 6. :
Location: 1540’ east of MP 227, south side rail.
Characteristics: 3 survey tests run (12.5” spacing), marked by paint, no joints.

Site 7. :

Location: 401 East of MP240, west side Foundry Street crossing

Characteristics: Close to crossing, paint from TLV, 3 survey tests run (12.5” spacing), no
joints.

Site 8.

Location: 141 east of MP 240

Characteristics: paint, 3 survey tests run (12.5” spacing), no joints.

Site 9.

Location: 257° west of MP 247

Characteristics: bad pumping ties, 16 tests conducted, no paint, no joints

Site 10.

Location: 194> West of MP 247 ' ‘
Characteristics: huge deflections, speed restriction called in, painted, south rail deflection
> than north, 6 survey tests run (6.25” spacing), no joints.

ZETA-TECH Associates, Inc. 7
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Site 11.
Location: 1363’ west of MP 245 '
Characteristics: huge dip in rails, no paint, 6 survey tests run (6.25’ spacing), no joints.

Site 12.
Location: 2298’ east of MP 245
Characteristics: 6 survey tests run (6.25” spacing), marked by paint, no joints .

ZETA-TECH Associates, Inc.
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ZETA-TECH
Associates, Inc.

- 900 Kings Highway
N.

Suite 20é
Cherry Hill, NJ
08034

FACSIMILE TRANSMITTAL SHEET

ZETA-TECH ASSOCIATES, INC,

To: Phillip D. Brake, P.E.

Company: Guilford Rail Systems
Phone: (978) 663-1057
Fax: (978) 663-6907

From: Allan M. Zarembski, Ph.D., P.E.
Company: ZETA-TECH Associates, Inc.
Phone: (856) 779-7795

Fax: (856) 779-7436
e-mail; zarembski@zetatech.com

Date: June 4, 2002
Pages including this cover page: 2 '

Dear Phil:

I have reviewed the results of the Venical Track Modulus tests performed by Greg
Grissom of ZETA-TECH last month between MP 203 and 247. As stated in the report
submitted on May 31, 2002, the tests were conducted in accordance with the procedure
described in the AREMA Manual for Railway Engineering in Chapter 16.10,11.1, Likewise
the analysis was conducted in accordance with the analysis defined in the same chapter of the
AREMA manual.

The results of the modulus testing showed that 56 out of 62 measurement Jocations
(distributed over 12 sites) or over 90% had track modulus values less than 2750 Ib/inv/in when
caleulated in accordance with Chapter 16 of the AREMA Manual for Railway Engineering, If
the modulus values per site were averaged over the 25 foot length defined by TTCI (a
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; questionable practice- see my memo of February 18, 2002) then 11 out of the 12 sites or 92%
had an average track modulus value less than 2750 when caleulated in accordance with Chapter

o 16 of the AREMA Manual for Railway Engineering.

s If the TTCI method of calculating track modulus was used (which eliminated “slack” in
the wack through the use of a lightly loaded and heavily loaded vehicle), then 48 out of 62

’m measurement locations or 77% had track modulus values less than 2750 1b/in/in. Again, if

L these modulus values per site were averaged over the 25 foot length defined by TTCI then 9 out
of the 12 sites or 75% sdll had an average wack modulus value less than 2750.

L Furthermore, of these sites, including the 9 sites that were calculated using the TTCT

. analysis methodology, approximately 90% were not identified by the TLV test report’ where
the 25 foot moving average was employed. This in spite of the fact that the calculations noted
here represent 25 foot averages. Mowever, the TLV analysis based on the 2 foot moving
average, in fact located in many of these sites”,

This supports my previous statement of February 18, 2002 where I stated that “The 25°
moving average approach taken by TTCI is inappropriate and in fact serves to “disguise”
locations of low track modulus, such as the ones at issue here.”

r
L 4

Finally, the test results show significant number of locations with excessive rail stress,
as defined in my memo of February 18, 2002, which showed that 2 modulus of 1800 Ib/in/in or
less results in rail stresses that are above the AREMA allowable value of 25,000 psi. In this
case, 47 out of the 62 measurements locations (76%) had track modulus values of less than
1800 1b/in/in when calculated in accordance with Chapter 16 of the AREMA Manual for
Railway Engineering. Using the TTCI “slack-less™ modulus calculation approach, 34 out of the
62 measurement locations of more than half (55%) still had track modulus values less than the
more restrictive 1800 [b/in/in. None of these locations were identified as having a modulus of
less than 1800 1b/in/in in the TTCI report’, though examination of the local data (2 foot moving
average data as well as static tests) clearly show the presence of these high rail stress locations.

4 ;

If you have any questions, please give me a call.

|

Allan M-
Sident

i, Ph.D., P.E.

73

)

' TTCI Report “Vertical Track Deflection Measurements Using the TLV P-02-001, dated January 10, 2002,

% 8ix (6) of the sites could not be properly located in the TLV data files because of incorect MP information
recorded by the TLV.

¥ One site, at MP 203.14, which corresponds to Guilford Site |, was identified as a “soft spot” but with a modulus
of 2,676 Iv/in/in.
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