


| NATIONAL TRANSPORTATION SYSTEM ACTIVITY
THIRD QUARTER 1973

Third Third
Quarter Quarter
1972 1973

PASSENGERS CARRIED

RAILROAD (CLASS I) (PASSENGERS) 63,920,000 62,590,000

AIR (PASSENGER-MILES) '46,530,000,000 50,060,000,000

BUS (CLASS I: INTERCITY (REGULAR) 37,780,000 37,840,000

ROUTE (PASSENGERS ONLY)

WATER (INTERSTATE)

(PASSENGERS) 2,187,000 2,280,000

AUTOMOBILE (VEHICLE-MILES) 242,000,000,000 249,000,000,000
FREIGHT CARRIED

RAILROAD (CLASS I) (TONS) 636,200,000 663,100,000

AIR (TON-MILES) 1,156,000,000 1,326,000,000

HIGHWAY (CLASS I) (TONS) 170,400,000 181,300,000

WATER (INTERSTATE) (TONS) 44,740,000 43,160,000

PIPELINE (BARRELS) 2,244,000,000 2,360,000,000

PREPARED BY: Information Division, Directorate of Systems Research
and Analysis, Transportation Systems Center, U.S.
Department of Transportation.

SOURCES: Federal Highway Administration; Civil Aeronautics Board;
Interstate Commerce Commission.
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The Secretary's recommendations address both the interstate
service between major markets and local rail service for communities
and shippers.

. The Secretary recommended competitive rail service to the top
19 major traffic centers in the region including New York, Newark,
N.J., and Boston, now served only by bankrupt carriers.

The remaining 16 major centers are New Brunswick, N.J., Philadelphia,
Baltimore, Norfolk, Beckley, W. Va. (coal), Pittsburgh, Buffalo, Cleveland,
Bristol, Va. (coal), Detroit, Toledo, Gary, Indiana; Chicago, St. Louis,
Washington and Cincinatti.

The Secretary recommended that the final system plan provide
continuation of local service to all but two of the 184 zones in
the region. These are the Westerly, Rhode Island,and Cape Charles,
Virginia.

A recommendation against inclusion of mileage in the final system
plan does not necessarily preclude continuation of that service. Such
mileage may be reinstated for economic or other reasons as the planning
process progresses or it may be eligible for state subsidized service
as provided by the Act.

The Act places with the Secretary the responsibility of preparing
"a comprehensive report containing his conclusions and recommendations
with respect to the geographic zones within the region in and’ between
which rail service should be provided and the criteria upon which
such conclusions and recommendations are based."

"This report establishes basic planning guidelines for use by
the newly formed U.S. Railway Association as it carries on the
remainder of the 20-month planning process," Secretary Brinegar
said. "The report also presents specific recommendations for
continuing vital rail service in the midwest and northeast region
while identifying sections of track that may be duplicative and
unnecessary," he said.

‘The bulk of the report consists of detailed analyses of all
rail traffic-generating centers in the region. For the purposes
of the study and report, the region was divided into 184 geographic
zones.

"The purpose of the report is threefold," Secretary Brinegar
said. "First, to provide a description of the existing rail system
in the region; second, to analyze the capital and operating problems
that exist and the possible improvements that might be realized;
and third, to recommend both where rail service should be provided
and for the restructuring and consolidation of interstate and local
service.

- More -
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The recommendations contained in the report are:

*

The sclvent carriers in the region are urged to pecome
full participants in the planning and restructuring of the
region's rail system.

The Association should concentrate its planning efforts on
two levels of the region's rail system -- local rail service-
and high volume, interstate rail service -- with respect

to physical plant and operations- Each of these 1eve1§

should be restructured in order to improve the economic
efficiency and financial viability of the rail mode in

the region.

At the local service level, continued direct rail service
should be provided for nearly all of the region's normq]
rail freight traffic. Only about 4 percent of the rgg1on's
rail traffic is originated or terminated on lines which are
potentially excess and much of this traffic can be retained
through a combination of truck and rail service.

At the interstate level, duplicative lines and facilities
should be eliminated and service coordinated with the goal
of substantially increasing utilization of the consolidated
and restructured system.

Except for major rail traffic points, rail service at the
local level should generally be Timited to a single rajlroad
providing the pick-up and delivery service in a given
geographic area.

Existing interstate routes should be consolidated and
rationalized to establish a high volume interstate network
which warrants a major modernization program. ‘

Competition should be maintained over the high volume
interstate network between major traffic generating
centers which provide a sufficient volume of rail traffic
to.produce at least eight train loads per day each moving
more than 200 miles in the same general direction. Other
points do not require mainline service by more than one
railroad.

Under the planning process prescribed by the Regional Rail

Reorganization Act, the Rail Services Planning Office of the
Interstate Commerce Commission will hold public hearings on the
report and prepare a report containing an evaluation of the
Secretary's recommendations.

The United States Railway Association will prepare a detailed

preliminary system plan based on the reports of the Secretary and
the ICC.

- more -



The Tegislation establishes the U.S. Railway Association (USRA)
as the principle planning and financing agency for the restructuring
of the region's railroad system.

A nonprofit government corporation, USRA 1is being formally
incorporated in the District of Columbia today. The incorporators
are the Secretaries of Transportation and of the Treasury and the
Chairman of the Interstate Commerce Commission. They or their
authorized representatives are named to the board of directors of
USRA by the legislation. The three men will constitute the
Association's board of directors until the chairman and seven other
directors are appointed by the President and confirmed by the Senate.

The Class I bankrupt railroads in the region are the Ann Arbor,
Boston & Maine, Central Railroad of New Jersey, Erie Lackawanna,
Lehigh Valley, Penn Central and Reading. The Class II bankrupt
railroad is the Lehigh & Hudson River.

The 17 states as designated in the Act include Maine, New
Hampshire, Vermont, Massachusetts, Rhode Island, Connecticut, New York,
New Jersey, Pennsylvania, Delaware, Maryland, District of Columbia,
Ohio, Indiana, ITlinois, Michigan, Virginia and West Virginia.

In addition, the contiguous areas of Louisville, Kentucky;
St. Louis, Missouri; Davenport, Iowa; and Manitowac and Kewaunee in
Wisconsin are considered in the Secretary's report as part of the
region.
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"We believe Secretary of Transportation Brinegar's emphasis on
good management, on having sound program objectives, and on meeting them
with as much innovation as these times demand has an obviously
important bearing on our capacity to keep the Department's budget within
bounds," Mr. Barnum said.

He said every program anticipated in the budget was designed to
assure "efficient use of energy'" and "improvement of the effectiveness
of the nation's transportation system so fuel is transported at minimum
cost and with minimum delay."

Authorized personnel positions for the Department of Transportation
for FY 1975 will be set at 111,500, an increase of approximately 600
over 1974 levels, according to Mr, Barnum. He explained that the total
figure includes about 37,700 military personnel in Coast Guard service.

The personnel increase, he stated, would be largely directed toward
"maintaining and hopefully improving the nation's improving transportation
safety record and minimizing the effects of transportation on the
environment."

Mr. Barnum said the President's budget also would include $261
million in fiscal year 1974 supplemental appropriation requests. This
would be transmitted to Congress with the 1975 budget. He explained
that about one-half of these supplemental requests are for pay increases
already in effect, while the bulk of the remainder is scheduled for rail-
related programs.

Barnum noted that the enactment of the Transportation Improvement Act
of 1974, which was proposed by Secretary Brinegar on January 10, 1974,
would ultimately effect the budget to "some relatively small degree
depending upon its date of enactment." He termed the act "an important
step toward providing new vitality to the nation's privately-owned rail-
road and trucking industries."

""We believe the Department's budget will meet the challenges of
the changing times. It proposes new initiatives to meet the
nation's pressing transportation problems. Yet, at the same time, it
is fiscally responsible,” Mr. Barnum said.

it





































-2 -

2. $4.2 billion in Federal grants will be available for major
public transit capital projects over the six-year period
of the bill.

3. For FY 1978-1980, $6 billion in general funds will be

: available for allocation to the States for a new unified
urban transportation assistance program -- combining transit
capital and operating assistance and highway capital funds.

4. Highway funds would be available for bus purchases in rural
and small urban areas; current rural public transportation
demonstration programs would be increased and broadened to
permit operating assistance in rural areas.

Table 1
URBANIZED AREA PROGRAMS

(Contract Authority in $ Millions)

Urbanized

Area Transit Total UMTA

Highway Optional Formula Discretionary

Programs Use 1/ Allocation Funds Total

FY 75 $1,100 $ 700 $1,800 $ 700 $2,500

76 1,100 800 1,900 700 2,600
77 1,100 900 2,000 700 2,700
78 L 2,000 700 2,700
79 [ 2/ 2/ 2,000 700 2,700
80 [ 2,500 700 2,700

1/ Funds may be used for transit capital improvements, operating assistance,
and transit-related highway projects.

2/ These programs are merged in 1978.

The key elements of the urban portion of the program, which is its
major thrust, are shown by Table 1. The program for the rural and small
urban areas, which is an extension and broadening of an existing program
financed from the Highway Trust Fund, is shown in Table 2.

Program features:

1. Highway Trust Fund authorizations can continue to be used for
urban highway and urban public transit capital investment (as
provided by the Federal Aid Highway Act of 1973.)
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Apportioned General Fund dollars for FY 75-77 can be used
for any urban public transportation purpose, including
transit operating assistance.

3. $700 million of the General Fund authorizations for each
FY (1975-1980) will be reserved for direct urban mass
transit capital grants. All other funds will be apportioned
by formula.

4. Apportioned dollars in FY 1978-1980 can be used for urban
highway and public transit capital and transit operating
assistance.

5. Local sharing will be on a 20/80 percent basis, as is current
UMTA potlicy.

TABLE 2
SMALL URBAN AND RURAL PROGRAM

($ in Millions)

1975 1976 1977
A. Basic Rural Highway Program
(Primary/Secondary Systems)
Contract Authority $1,700 $1,100 $1,100
B. Rural Highway Public Transportation
Demonstration Program
Contract Authority 10 20 +45

Program features:

1. Provide $1.1 billion in new authorizations for rural highways
for FY 1977.

Permit rural highway funds to be used for bus purchases (effective
1975).

™Y

3. Add $45 million in new authorizations for the rural highway public
transportation demonstration program and permit these funds to be
used for operating subsidies (effective 1975).

4., Change the State/Federal matching requirement to 20/80 (effective
1975).

February 13, 1974
####H
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flexible urban funding provision of the 1973 Federal-aid Highway Act.
The new proposal would combine these programs and add a new dimension --
the freedom of both urban and rurals areas to use a portion of allocated
funds to help pay for transit operations. The funds in the unified
program would be available on an 80/20 matching basis.

The Transportation Improvement Act is a three-pronged proposal that
will remove those regulatory constraints adversely affecting economic
rail operations, authorize up to $2 billion in Federal Toan guarantees
for rail capital improvements, and provide $35 million for a National
rolling stock scheduling and control system.

"A healthy railroad industry is a great National asset," President
Nixon said, in sending the bill to Congress. "Unfortunately the industry
is suffering today from a number of problems which prevent it from operating
at peak efficiency. The Transportation Improvement Act provides the resources
and the mechanisms to remedy those problems."

The proposal will:

-- Authorize $2 billion in Federal Toan guarantees to finance
needed improvements in rolling stock, rights-of-way, terminals
and other facilities and systems;

~-- Permit the abandonment of uneconomic Tines, but provide for the
continuation of needed rail services through state or local
agency subsidy;

-- Require rates to cover variable costs;

-- Amend rate bureau procedures to encourage competitive practices
and to foster efficient carrier operations;

-- Eliminate discriminatory taxation and special rates for Government
shippers; and

- -- Provide $35 million for the design and implementation of a National
freight car scheduling and control system, for better utilization
of rolling rail stock.

" The Transportation Improvement Act complements the Reaional Rail
Reorganization Act, signed by the President January 2, 1974, which set in
motion a 21-month process to restructure eight bankrupt Northeastern
railroads. "The Transportation Improvement Act," Secretary Brinegar ,
says, "is essential if we are to avoid a replay of the Northeast rail crisis
elsewhere in the country."

Funding requirements for both the Transportation Improvement Act and
the Unified Transportation Assistance Program are included in the 1975
Department of Transportation budget. o
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Also involved are those provisions of FAR Part 36 (Noise Certification
" Standards), Part 37 (Techmical Standard Order Authorizations) and Part
43 (Maintenance and Alterations) which may be related to proposed
changes.

FAA also solicits proposals which deal with the airworthiness require-
ments and performance operating limitations contained in the general
operating rules of FAR Part 91 and the specific operating rules for air
carriers (Part 121), helicopter air carriers (Part 127), rotorcraft with
external loads (Part 133) and air taxis (Part 135).

To further assist in the development of proposals, the Federal Register
notice contains an appendix summarizing the status of the principal FAA
airworthiness parts and a list of regulatory dockets concerning airworthiness.
Some of these may be included for consideration in the airworthiness review
if not near completion.

Proposals should be submitted by April 15 to the FAA Airworthiness
Review Staff, Flight Standards Service, 800 Independence Avenue S.W., Wash-
ington, D. C. 20591. All submissions should identify the affected regulation
by title, number and section and include adequate justification for the
suggested change.

After evaluation, proposals considered acceptable will be compiled and
distributed for comment not later than May 30. All comments received before
August 1 will be considered in preparing the final conference agenda which
should be ready by mid-October. The Airworthiness Review Conference itself is
scheduled for December 2-11 at the Shoreham Hotel in Washington, D.C.

Following the conference, a notice of proposed rule making will be
prepared based on the conference record and published not later than May 30,
1975. Comments on the NPRM will be accepted until September 1, 1975. Final
rulemaking action will be completed by mid-February 1976, ending the two-
year airworthiness review cycle.

# # #

For further information:
Irv Ripps

Distr: WRMNGC-2, FAT-7, FIA-0, minimum, ZPA-403
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The Department will publish this week in the Federal Register
regulations to cover agreements that may be made under Section 215
of the Act between railroads in reorganization and the Association
for acquisition, maintenance or improvement of railroad facilities
and equipment necessary to improve property that will be included
in USRA's final system plan.

The notice to engineering firms interested in making an exam-
ination of rail corridor facilities from Boston to New Haven and
from New Haven to Washington in connection with the proposed
establishment of improved high-speed rail passenger service was
published in the February 14 edition of the Commerce Business Daily.
Copies of the work statement may be obtained from the Federal Railroad
Administration, Contracts and Procurement Division, Room 5414,
400 Seventh Street, S.W., Washington, D.C. 20590

The Department has received notification of the following
schedule of hearings before appropriate bankruptcy courts for
determinations of reorganization under Section 77 of the
Bankruptcy Act.

Penn Central.......covvviviininnnnnn. March 25
Reading....oovvviiiiiiiiinieninneene. March 27

Erie Lackawanna...........oovuvinn, March 27

BEM. i e i i March 28

Lehigh & Hudson River................ April 1

Central of New Jersey................ April 3

Lehigh Valley......covvuvnnnn, teseaas April 8

Ann Arbor. ..ot e notification not yet received.

In addition to the 13 cities listed in Bulletin #5, the ICC Rail
Services Planning Office will hold hearings on the Secretary's Rail
Service Report in Scranton, Pennsylvania; Hartford, Connecticut; and
Green Bay, Wisconsin.

A second printing of the Secretary's Service Report has been
completed by the Government Printing Office and is available from
that source. This black and white edition contains in Parts 1 and 2
of Volume 2 an errata list as reproduced on the attached pages.

##4#



MAINE

Zone

1

Delete Tunk Lake and St. Luce from list of Points Recommended for Local Rail Service

2 Delete Winslow Mills and Thomaston from list of Points Recommended for Local Rail Service
4 GT line from Locke Mills to South Paris should be shown as potentially excess (extend orange line)
5 a) Westbrook and Cumberland Mills are separate points
b) GT line between Portland and zone boundary should be shown as potentially excess (add orange
line)
NEW HAMPSHIRE and VERMONT
Zone
6 a) BM line from Tilton through Meredith north to zone boundary should be shown as potentially
excess (add orange line)
b) Line from Sanbornville to Wolfeboro should be shown as potentially excess (add orange line)
c) Delete Laconia, Meredith and Tilton from list of Points Recommended for Local Rail Service
d) BM line from Portsmouth south to zone boundary through Hampton should not be shown as
potentially excess (delete orange line)
e) Add Salem to the list of Points Recommended for Local Rail Service
f) BM line from Salem south to zone boundary should not be shown as potentially excess (delete
orange line)
8 a) BM line from Concord south to zone boundary should not be shown as potentially excess (delete
orange line)
b) BM line to Greenville should be shown as potentially excess (add orange line)
¢) BM line to Peterboro should be shown as potentially excess (add orange line)
d) BM line from southern boundary of zone to Hollis should be shown as potentially excess (add
orange line)
10 Line from Sheldon to St. Johnsbury through Morrisville and Walden should not be shown as poten-
tially excess in this analysis because it is a Class 11 railroad (delete orange line)
11 Line from Rutland to Gassetts through Mt. Holly should not be shown as potentially excess in this
analysis because it is a Class Il railroad (delete orange line)
MASSACHUSETTS
Zone
12 Delete Salem from list of Points Recommended for Local Rail Service [added as Recommended
Point in Zone 6, (see Zone 6 e)]
13 BM line from N. Chelmsford north to zone boundary should not be shown as potentially excess
‘(delete orange line)
14 a) BM line to Woburn should not be shown as potentially excess (delete orange line)

b) BM line to Stoneham should not be shown as potentially excess (delete orange line)

¢) PC line from Needham east through Forest Hills should not be shown as potentially excess
(delete orange line)



NEW YORK

Zone
41 a) DH line from Plattsburgh to northern boundary of zone should not be shown as potentially
excess (delete orange line)
b) DH line through Middle Granville should be shown as potentially excess (add orange line)
42 a) DH line from Schenectady north toward Baliston Lake and Elnora should not be shown as
potentially excess (delete orange line)
b) PC line entering the zone from the south next to PC label should not be shown as potentially
excess (delete orange line)
43 PC line through Sabbatis at extreme northern corner of zone should not be shown; service has been
abandoned
45 a) PC line from\zo'neboundary to Oneida Castle should not be shown as potentially excess (delete
orange line)
b) PC line from east of Harbor to Mohawk should not be shown as potentially excess (delete orange
line)
¢) PC line between Rome and Camden should be shown as potentially excess only beyond McCon-
nellsville (shorten orange line)
46 EL line between Oswego and Syracuse should be shown as potentially excess only on portion north
of Fulton (delete orange line)
50 a) EL line southwest of Dayton through Cherry Creek should not be shown as potentially excess
(delete orange line)
b) BO line from Machias Junction to southern boundary of zone through Great Valley and Lime-
stone should be shown as potentially excess (add orange line)
52 a) PC line north from Elmira to Horseheads should not be shown as potentially excess (delete
orange line)
b) LV line in southeast corner of zone from Ludlowville to Ithaca should not be shown as poten-
tially excess (delete orange line)
56 LH line from Maybrook through Sugar Loaf to southern boundary of zone should be shown as po-
tentially excess (add orange line)
58 EL line from Suffern to Tallmans should not be shown as potentially excess (delete orange line at
Tallmans)
NEW JERSEY
Zone
62 a) JC line between Matawan and Keyport should not be shown as potentially excess (delete orange
line)
b) PC line from Jamesburg to Dayton should not be shown as potentially excess (delete orange line)
63 RG line from Ajax Park to junction with branch line to Lawrenceville should be shown as poten-
tially excess (add orange line)
65 JC line from Bridgeton Junction through Vineland to eastern boundary of zone should be shown as

potentially excess (add orange line)






OHIO

Zone !
91 AY line through Huntington and Bakers should be shown as potentially excess (add orange line)
95 ll}O)line from Barberton Siding to Clinton should not be shown as potentially excess (delete orange
ine
96 PC line from Waynesburg to Magnolia in lower southeast corner of zone should be shown potentially
excess (add orange line)
100  PC line from Genoa to Lindsey should not be shown as potential»ly excess (delete orange line)
102 a) PC line between Dexter City and Pleasant City should be shown as potentially excess north of
Dexter City only (shorten orange line)
b) Delete Cumberland from list of Points Recommended for Local Rail Service
103 a) PC line from Columbus through Hayden should be shown in red as mainline “C”
b) PC line from Columbus to the west through Columbia Heights should be shown as potentially
excess (add orange line)
c) lF_’C)line from Columbus through Amlin should not be shown as potentially excess (delete orange
ine
d) PC line from Scioto to connection with CO line should not be shown as potentially excess (delete
orange line)
108 PC line through Cedarville, Wilberforce, Spring Valley and Roxanna should be shown as potentially
excess (add orange line)
109 PC line through South Charleston in southeast corner of zone should be shown as potentially excess
(add orange line)
110 PC line from Celina to Coldwater should not be shown as potentially excess (delete orange line)
111 DT line from Lima to Ford Park should not be shown as potentially excess (delete orange line)
112 PC line from St. James to Sims Station should not be shown as potentially excess (delete orange line)
114 a) DT line from Wauseon to Napoleon should not be shown as potentially excess (deiete orange line)
b) PC line from Paulding to North Paulding should not be shown as potentially excess (delete
orange line)
INDIANA
Zone
117 PC line from Roseburg through Fairmont should be shown as potentially excess (add orange line)
120 {\JV\; line from New Castle to Mt. Summit should not be shown as potentially excess (delete orange
ine
122 a) PCline from Speedway to Lebanon should not be shown as potentially excess (delete orange line)
b} PC line from Indianapolis to Lebanon should be shown as potentially excess (add orange line)
¢) PC line from Indianapolis to Coatesville should be shown as potentially excess (add orange line)
123 a) SO line from Orleans to Paoli should not be shown as potentially excess (delete orange line)

b) SO line from Oakland City Junction to Kerwin should not be shown as potentially excess (delete
orange line)

¢) LN line from Ft. Branch to Owensville should not be shown as potentially excess (delete orange
line)

d) CM line from Jasonville to Latta should not be shown as potentially excess (delete orange line)









already ordered a 20% reduction for some
carpoolers insurance rates, hopefully other
states will follow their lead. With regard

"to coverage, unless a person charges more

This has been the Transportation

#H#####

than reasonable costs for the trip, most
policies are adequate. Industry spokesmen
have said that any additional passenger
coverage would be usually less than $10.00
a year, and would be more than offset by
the "carpoolers" rate reduction.

News Report.
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Currently, there are no Federal restrictions on vehicle length.
State laws vary from as 1little as 55 feet to as much as 75 feet.
Secretary Brinegar said that the 70-foot length which the Department
supports is based on the use of twin 27-foot trailers.

A few eastern U.S. turnpikes now permit use of the 40-foot twin
trailers under special regulations. The proposed legislation,
according to Secretary Brinegar, would not prohibit the use of
40-foot twin trailers where they are now permitted.

Secretary Brinegar said the recommendation of a 70-foot length
limit was based on the assumption that Congress would also adopt
the widely-used "bridge formula" for calculating permissable gross
vehicle weights.

Under this formula, the maximum allowable weight increases with
an increase in the number of axles or with an increase in the
distance between axles.

: The formula would set the maximum allowable weight of a 5-axle
vehicle at about 88,000 pounds while the maximum allowable weight
of a 9-axle, 70-foot vehicle would be about 108,500 pounds.

The Secretary said that the Department's proposal would be
offered as an amendment to the law which originally established the
55-mile per hour speed Timit. Thus, the weight and length limits
would remain in effect for the duration of the speed 1imit now set
to expire June 30, 1975. '

#H#
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"A successful energy storage system," Mr. Barnum said, "could reduce
peak hour transit power requirements by one-third, saving the New York
subway system $10 million a year in operating costs."”

The Electric Vehicle Symposium and Exposition is sponsored by the
Electric Vehicle Council and the International Union of Producers and
Distributors of Electrical Energy. More than 800 participants are attend-
ing the three-day program in Washington's Sheraton Park Hotel.
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A hearing was held on February 22 in Washington before the Judicial
Panel on Multi-District Litigation on the Association's petition for
consolidation in a single, three-judge U.S. District Court of all judicial
proceedings with respect to the final system plan. The Association's
petition requests -consolidation of all suits challenging the constitutionality
of the Regional Rail Reorganization Act, and asks that the Court sit in
Washington, D.C.

The Association is represented in these cases by the law firm of Wilmer,
Cutler & Pickering as special counsel.

Federal Judge John P. Fullam tomorrow in Philadelphia will hear the
petition of the Penn Central Trustees for approval of an agreement with
the Secretary to make payment of some $10.8 million of installments on
equipment obligations. Payment of these obligations is expected to
eliminate the Penn Central's forecasted cash deficit in March. The
agreement being submitted to Judge Fullam is the product of the Secretary's
response to an application filed February 12 by the Trustees for emergency
financial assistance under Section 213 of the Regional Rail Reorganization
Act.

Agreements have been made with six banks and some $6.8 million of
Penn Central equipment obligations which were due February 15 have already
been paid by the Department.

Price Waterhouse & Co. has been selected by the Board of Directors
to assist the Association in establishing its financial record and
reporting systems. The selection was made as a result of the review of
proposals received from eight major public accounting firms. Price
Waterhouse will provide the professional accounting staff and services
required during the initial start-up period of the Association.

The Board has also selected the Riggs National Bank to provide
commercial banking services to the Association.
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A major cause of the industry's problems and unsatisfactory
performance is an outmoded and excessively restrictive Federal
regulatory policy that prevents the railroads from adapting to
changing economic and competitive conditions in the transportation
industry. Regulatory policy discourages the abandonment of uneconomic
lines. The rigid pricing structure regulatory policy has produced
inhibits the offering of innovative services, hlunts the response to
competition and results in a failure to attract traffic for which raijls
should have a comparative advantage.

FINANCIAL ASSISTANCE THROUGH LOAN GUARANTEES

To achieve the needed long-term restructuring of the existing
rail system the bill would provide $2 billion in Federal loan guarantee
authority to finance improvements in rolling stock, rights-of-way,
terminals and other operational facilities and systems.

The bill authorizes the Secretary of Transportation to gquarantee
loans based on the following criteria:

1. The proposed improvement will contribute to the establishment
of a national, efficient, and economical rail system.

2. The ability of the railroad requesting the loan guarantee to
repay the loan.

3. The return on investment of the project for which the loan
guarantee is sought and the increase in rail efficiency to be
derived from it.

The bill also requires the Secretary to take into account other
factors, including the potential for intermodal connections and
substitutions and for improved utilization of freight cars.

REMOVAL OF REGULATORY CONSTRAINTS

The Transportation Improvement Act would amend the Interstate Commerce
Act to remove regulatory constraints that adversely affect the economic
performance of the railroad industry. The result would be to place greater
reliance on the forces of competition. A basic premise of the bill is that the
removal of outmoded constraints is an essential condition to the revitalization
and improved performance of a privately-owned railroad transportation system
capable of providing efficient and innovative service.

LIBERALIZED RAILROAD ABANDONMENT PROCEDURES

The bill would redquire the Interstate Commerce Commission (ICC) to
permit the abandonment of rail service when the continued operation
of a 1ine would not yield sufficient revenues to cover the Tong-run
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costs of operating that 1line. These lines might be continued if State
and Tocal governments or other interested parties pay an operating
subsidy to a railroad for continuation of uneconomic service.

Under present procedures, the ICC may require continued operation
of .an uneconomic line if it determines the operation is required by the
"public convenience and necessity." Because explicit economic standards
for defining public convenience and necessity do not exist, abandonment
cases often entail expensive and protracted hearings and a highly uncertain
outcome. The expense, delay and uncertainty discourage abandonment
applications. _

The railroad industry in 1971 was operating 205,000 route miles of
Tine. Of these, approximately 21,000 miles were light density branch
Tines on which the carriers incurred losses. It is estimated that by
ceasing operation of these uneconomic lines the railroads would save up
to $42 million annually.

SUBSTITUTE SERVICE TO FILL GAPS CREATED BY LIBERALIZED ABANDONMENTS

To ensure for shippers that there will be an effective and efficient
alternative to an abandoned uneconomic rail line, the bill provides
that the ICC assure adequate common carrier service is available by a
motor or water between each point on the Tine of railroad abandoned and
the nearest railroad ramp.

RATEMAKING IMPROVEMENTS

The bill would require that rail rates cover the variable costs
of the services offered.

It also provides that a rate equalling or exceeding variable costs
cannot be found unreasonable because it is too Tow.

It is estimated the railroad industry Toses $450 to $500 million
annually on traffic handled below variable costs. These rates create
a serious financial drain on the carriers and require that other rates
be set too far above variable costs. This cross subsidization misallocates
resources -- both within the transportation field and in the economy at
Targe.

By providing that a rate decrease cannot be suspended on the ground
that it is below a just and reasonable level, the bill should encourage
railroads to reduce rates on traffic where they have a cost advantage.
Because regulatory constraints have held many railroad rates at levels
far above cost, a substantial volume of traffic on which railroads appear
to have a comparative advantage is moving by other modes even though
railroads may be more efficient. The result is higher shipping costs,
higher prices to the ultimate consumers and a misallocation of transportation
resources.




The time, expense, cdelay and uncertainty associated with the
regulatory process discourages experimentation with service
innovations and impedes their introduction. The bill alters the
suspension power of the ICC and provides that where a tariff proposed
by a railroad requires a capital investment of $500,000 or more the
ICC within 180 days must determine whether the proposed tariff would
be unlfawful. The tariff thereafter may not be set aside for a period
of five years except on grounds it is noncompensatory.

RESTRICT CERTAIN PRACTICES OF RATE BUREAUS

The bill prohibits railroad rate bureaus from voting on single
l1ine movements and l1imits consideration of joint line rates to those
railroads actually participating in the joint movement.

The bill prohibits rail rate bureaus from taking any action to
suspend rates established by independent action, while prohibiting
motor carrier or freight forwarder rate bureaus from protesting a rate
filed by independent action unless the protest is supported by facts
showing the rate appears to be less than the variable costs of rendering
the service. Thus, on single line rates, individual carriers will have
complete freedom to propose rates based on the cost of the most direct
routing, and in the case of joint rates the influence of carriers not
participating in the movement will be reduced.

The bill also requires all rate bureaus to dispose of proposed
rate changes within 120 days, and it requires all rate bureaus to
maintain and to make available for public inspection records of the
votes of members.

The basic thrust of these proposals is to remove the inhibiting
influence of rate bureaus on ratemaking and to place greater reliance
on competitive forces in ratemaking. The proposals would encourage
efficient carriers to reduce rates and thus would establish the
incentive for traffic to be carried by the most efficient carriers.

ADEQUATE REVENUE LEVELS

The bill consolidates the various standards applied to determine
the reasonableness of rates and would require the ICC to prescribe
uniform methods and criteria for estimating the rate of return based
on costs of capital and risk and the cost impact of changes in the
general level of prices and wages.

The ICC by applying these criteria will be better able to assess
the economy and efficiency of railroad financial and operating management
and thereby determine the true revenue requirements of the industry.




UNIFORM COST ACCOUNTING

The bi1l requires the ICC jointly with the Secretary of
Transportation to study and recommend uniform cost accounting and
revenue accounting methods for rail carriers, and to issue regulations
prescribing new uniform cost and revenue accounting methods within two
years from the date of enactment of the bill.

The development of improved cost and revenue accounting procedures
is essential to improved requlation of transportation. The ICC's
present accounting system is outmoded and inadequate to resolve the
complex problems of modern transportation firms.

ELIMINATE DISCRIMINATORY STATE AND LOCAL TAXATION OF INTERSTATE CARRIERS

The bi11 prohibits discriminationin assessing the properties of
interstate carriers and in establishing tax rates for those properties.

Discriminatory taxation of interstate carriers is widespread.
It results in the railroad industry's annually paying about $55 million
in excessive taxation.

Because any savings to the railroads and other interstate carriers
will reduce State and local government revenues, the bill provides a
three-year moratorium before compliance with its substantive provisions.

ELIMINATE SUBSIDIZATION OF GOVERNMENT SERVICE AT EXPENSE OF OTHER SHIPPERS

The bill requires governmental shippers to pay the same rates as
other shippers, except in service performed in time of war or for
transportation of commodities which may be carried by motor carriers
or barge lines exempt from economic regulation.

Under existing regulation, Federal, State, and local governments
are permitted to negotiate rates with carriers below those which
nongovernmental shippers are required to pay.

INTRASTATE RATEMAKING

The bill transfers jurisdiction over intrastate rates to the ICC
whenever State regulatory agencies have not adjusted appropriate
intrastate rates promptly.

The railroad industry suffers significant loss from the failure
of State regulatory agencies to act promptly to adjust intrastate
rates in accordance with ICC approved changes in the Tevel of interstate
rates. ‘




ROLLING STOCK SCHEDULING AND CONTROL SYSTEM

The bill authorizes an appropriation of $35 million to the
Secretary of Transportation to design and recommend a national
rolling stock scheduling and control system.

Individual railroads have made some progress in developing more
efficient control over car movement, but the Nation lacks an efficient
national freight car control system. Recent advances in communications,
computer data processing and applied mathematical analysis make such a
national system possible. .

One of the basic railroad problems is low freight car utilization.
A typical freight car moves loaded only 25 days a year and empty,
18 days. Thus, for 323 days or 88 percent of the time it stands idle.

Freight car ownership represents about 25 percent of the railroad
industry's net investment. A 20 percent increase in car fleet productivity
would reduce the annual need for new cars by 10,000 to 15,000 cars,
representing a saving of up to $300 million in new car purchases.
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