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PASSENGER TRAIN SERVICE 

TXTXSSAY, JVTSTE 2, 1970 

HOUSE OP REPRESENTATIVES, 
SUBCOMMITTEE.ON TRANSPORTATION AND AERONAUTICS, 

COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, B.C. 

The subcommittee met at 10 a.m., pursuant to notice, in room 2123, 
Rayburn House Office Building, Hon. Samuel N. Friedel (chairman) 
presiding. 

Mr. FREIDEL. The subcommittee will be in order. 
This morning we are continuing our hearings on railroad passenger 

service. In admtion to the bills m the notice of this second stage of 
these hearings, H.R. 17428 ' and S. 3706, I want to make it clear that 
we are continuing to consider all of the problems which were before 
the House in our first session on this subject.^ These include H.R. 
12084, H.R. 744, H.R. 785, HR. 3112. H.R. 521, H.R. 9168, H.R. 14170, 
H.R. 13347, H.R. 13352, H.R. 13832, H.R. 14661, and H.J. Res. 52. 

We are at a point in time where we must take a very broad and 
careful look at all possible solutions to the rail passenger service 
crisis. I use the word "crisis" advisedly. I agree with those who have 
said that if we did not have a passenger train someone would have 
to invent one. 

In the face of this, we are seeing almost daily the disappearance and 
downgrading of passenger service. This trend must be reversed. I 
think that we need to work with enthusiasm and with speed to pre- 
serve and improve our passenger train service which can and should 
serve the needs of the nation. To me transportation is not a question 
of trains or buses, trains or airplanes, trains or automobiles, our pop- 
ulation concentration and growth is such that we need a balance of 
all existing modes and no doubt the innovation of new modes presently 
in the process of research and development. 

I hope that I am joined in this view by the experts in the various 
modes, and I look forward to working out a positive bill which will 
improve the rail passenger service portion of our total transportation 
system. 

(The text of H.R. 17849 and S. 3706 and departmental reports 
thereon follow:) 

> H.R. 17849, introduced by Mr. Tiernan on May 27, 1970, superseded H.R. 17428. See 
Hr. Tlernan's statement on p. 151. this hearing. 

' Hearings before the Subcommittee on TransportatlOD and Aeronautics of the Com- 
mittee on Interstate and Foreign Commerce. House of Representatives, 91st Congress, 
1st session, NOT. 0, 6, 12, 13, 17, 18, 19, and 20, 1969, entitled "Passenger Train Service," 
Serial NO. 91-31. 

(1) 



[H.R 17849, 9l8t Cong., 2d Seas., introduced by Mr. Tiernan on May 27, 1970) 

A BILL 
To provide financial assistance for and establishment of improved 

rail passenger service in th« United States, to provide for the 

upgrading of rail roadbed and the modernization of rail pas- 

senger equipment, to encourage the development of new 

nnodes of high speed ground transportation, to authorize the 

prescribing of minimum standards for railroad passenger 

service, to amend section 13 (a) of the Interstate Commerce 

Act, and for other purpioses. 

1 Be it enacted hy the Senate and House of Representa- 

2 lives of the United States of America in Congress assembled, 

3 That this Aot may be rated as tiie "Rail Passenger Service 

4 Act of 1970". 

I 

1 H.R. 17428, introduced by Mr. Tiernan on May 4,1970, wu superccded by H.R. 17848. See Mr. Tieman'i 
statement on p. -, this hearing. 
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1 TITLE I—FINDINGS, PURPOSES, AND 

2 DEFINITIONS 

3 § 101. Congressional findings and declaration of purpose 

4 The Congress finds tha* improved modem,  effioient. 

5 intercity railroad passenger service coordinated witb otiiet 

6 modes is a necessary part of a balanced transportation sys- 

7 tem; that the public convenience and necessity require the 

8 continuance and improvement of such service to provide fast, 

9 safe and comfortable transportation between crowded urban 

10 areas and in other areas of the oouritry, that improved rail 

11 paswenger service by iteelf and coordinated with other modes 

12 can help to relieve the congestion on our highways and the 

13 overcrowding of airways and airports and that to this end 

^* further improvements in high speed ground transportation 

15 are needed; that the traveler in America should to the maxi- 

1^ mum extent feasible have freedom to choose the mode of 

1*^ travel most convenient to Ms needs; that to a<^ieve these 

1^ goals requires the designatiron of basic national rail passenger 

19 services, the estaiblighment of one or more non-profit rail pas- 

20 enger corporations for the purpose of providing improved. 

21 modem, efficient, intercity rail passenger service and demon- 

22 strations and adoptions of technologically new forms of high 

23 gpeed ground transportation; that Federal financial assist- 

2* anoe, as well as Stete and local, and investment oapital from 

25 the private sector of the economy is needed for these pur- 



s 

1 poses; and that interim emergency Federal financial assist- 

2 ance to certain railroads miay be necessary to permit the 

3 orderly transfer of railroad peasengeir service to one or more 

4 railroad passenger corporations. 

5 § 102. Definitions 

6 For purposes of this Act— 

7 (a) "Railroad" means a common carrier by railroad, as 

S defined in section 1(3) of part I of the Interstate Conmierce 

3 Act, as amended (49 U.S.C. 1(3)) other tban the corpora- 

ls tions created by title III of this Act. 

^ (b)  "High speed groimd transportation" means high 

•^   speed transportation service operating on fixed guideways. 

^ (c)  "Secretary" means the Secretary of Transportation 

or his delegate imless the context in which it appears indiaites 

1^   otherwise. 

^ (d)  "Commission"  means  the  Interstate  Commerce 

Comoussion. 

^ (e)  "Basic services" means the intercity rail passenger 

sendee designated by the Secretary under title II of this Act. 

(f)  "Intercity rail passenger service" means all rail 

~     passenger service other than conmiuter and other short-haul 

service in metropolitan and suburban areas, usually cbaracter- 
oo 

ized by reduced fare, multiple-ride and commutation tickets 

and by morning and evening peak period operations, and 

auto-train service characterized by transportation of nuto- 



4 

1 mobiles and their occupants where contracts for such service 

2 have been consummated prior to enactment of this Act. 

3 (g)  "Avoidable loss" means the avoidable costs of pro- 

4 viding passenger service, less revenues attributable thereto, 

5 using the methodology used in the report of the Commission 

6 of July 16, 1969, entitled "investigation of Costs of Inter- 

7 city Rail Passenger Service." 

8 (h)  "Regional transportation agency" means an au- 

9 thority, corporation, or other entity established for the pur- 

10 pose of providing passenger service within a region. 

11 (i) "UrbajQ corridors" means the intercity rail passenger 

12 routes between cities not more than five hundred miles apart 

13 in densely populated areas. 

14 TITLE II-BASIC NATIONAL RAIL PAvSSENGER 

15 SERVICES 

16 §201. Designation of services 

I'i^ In carrying out the congressional findings and declara- 

18 tion of purpose set forth in title I of this Act, the Secretary, 

19 acting in cooperation with other interested Federal agencies 

20 and departments, is aathorized and directed to submit to 

21 the Commission and to the Congress within thirty days after 

22 the date of enactment of this Act his prelimmary report and 

23 recommendations for basic national rail passenger services 

2* (hereinafter referred to as the "basic services"). Such reoom- 

25 mendations shall specify those points between which inter- 
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1 city passenger trains shall be operated, identify all routes 

2 over which service may be provided, and the trains presently 

3 operated over such routes; together with basic service char- 

4 acteristics of operations to be provided, taking into account 

5 schedules, number of trains, connections, through car service, 

6 and sleeping, parlor, dining and lounge facilities. In recom- 

7 mending said basic services the Secretary shaU take into ao- 

8 count the need for expeditious rail passenger service in all 

9 regions of the continental United States, and shall designate 

10 urban corridors within which there is need for improved 

11 passenger service to relieve congestion, and the Secretary 

12 shall consider the need for such service within the States of 

13 Alaska and Hawaii and the Commonwealth of Puerto Rico. 

14 In formulating such recommendations the Secretary shall con- 

15 sider relative levels of demand for passenger service, existing 

16 congestion and opportunities for provision of faster service, 

17 more convenient service, service to more centers of popular 

18 tion, and/or service at lower cost, by the joint operation, 

19 for passenger service, of facilities of two or more railroad 

20 companies; the importance of a given sen'ice to the overaU 

21 viabiUty of basic services; adequacy of other transportation 

22 facilities serving the same points, unique characteristics and 

23 advantages of rail service as compared to other modes; the 

24 relationship of public benefits of given services to the costs 
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1 of providing them; the feasibility of installing technologically 

2 improved services and new modes; and potential profitability 

3 of the service. The exclnsion of a particakx route, train, or 

4 service from the basic services shall not be deemed to create 

5 a presumption that the route, train, or service is not required 

6 by public convenience and necessity in any proceeding under 

^ section I3a of the Interstate Conuuerce Act   (49 U.S.C. 

8 13a). 

9 §202. Review of the basic services 

10 The Commisaion shall, within thirty days after receipt 

11 of the Secretaiy's preliminary report designating basic serv- 

12 ices review such report consistent with the purposes of this 

13 Act and provide the Secretary with its comments and recom- 

14 mendations. The Secretary shall, within ninety days after 

13 the date of enactment of this Act, submit his final report 

16 designating the basic services to the Congress. Such final 

17 report shall include a statement of the recommendations of 

18 the Commission together with his reasons for failing to adopt 

19 any such recommendations. The basic services as designated 

20 by the Secretary shall become eflective for the purposes of 

21 this Act upon the date that the final report of the Secretary 

22 is submitted to Congress and shall not be reviewable in any 

23 court. 
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1 TITLE III-CREATION OF NONPROFIT RAIL 

2 PASSENGER CORPORATIONS 

3 §301. Creation of corporations 

* There are authorized to be created nonprofit corporations 

5 (hereinafter referred to as "corporations") to provide basic 

6 services designated by the Secretarj' in urban corridors and 

7 elsewhere, in a manner consistent vnth the overall trans- 

8 portation requirements of the region or regions where such 

9 corporations are in operation of intercity passenger service, 

10 employing innovative operating and marketing concepts so 

11 as to develop fully the potential of modem rail service in 

12 meeting the Nation's intercity passenger transportation re- 

13 quirements. The corporations will not be agencies or estab- 

14 lishraents of the United States Government. Such corpora- 

ls tioiis shall be subject to the provisions of this Act, and to the 

16 extent consistent with this Act, to the laws of the District 

17 of Columbia relating to nonprofit corporations. The right 

18 to repeal, alter, or amend this Act at any time is expressly 

19 reserved. 

20 § 302. Process of organization 

21 The Secretary in consultation with the Governors of 

22 States involved shall appoint not less than three incorporators 

23 for each corporation, who shall also serve as the board of 



9 

8 

1 directors for one hundred and eighty days following the date 

2 of enactment of tlu8 Act. The incorporators shall take what- 

8 ever actions are necessary to establish the corporation, in- 

4 eluding the filing of articles of incorporation, as approved by 

5 the Secretary. 

6 §303. Directors and oflScers 

"^ (a)  Each corporation shall have a board of directors 

® of not more than twenty-one members who are citizens of 

^ the United States, of whom one shall be elected annually 

10 by the board to serve as chairman. A majority of the mem- 

11 hers of the board shall be appointed by the Secretary in 

12 consultation with the Governors of the States involved for 

13 terms of four years or until their successors have been ap- 

1* pointed and qualified. Any member appointed to fill a 

1^ vacancy may be appointed only for the unexpired term of 

1^ the director whom he succeeds. At all times the Secretary 

1"^ or his representative shall be one of the members of each 

1^ board of directors and at least one of such members of each 

1® corporation shall be a resident of the region served by such 

20 corporation and shall be appointed to represent exclusively 

21 the interests of passengers in that region. The Governor of 

22 each State served by each corporation shall appoint a di- 

23 rector to serve for a term not to exceed his elective term of 

2* oflBce. At least two members of each board of directors shall 
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1 be elected by the rail carriers who have for consideration 

2 been relieved of their rail passenger responsibihties within 

3 the jurisdiction of such corporation under the provisions of 

4 section 401 of this Act. Pending election of the complete 

5 board of directors of each corporation four members shall 

6 constitute a quorum for the purpose of conducting business 

7 of a board. 

8 No director appomted by the Secretary may have any 

8 direct or indirect financial or employment relationship with 

10 any railroad or railroads during the time that he serves on 

11 the board. Each of the directors not employed by the Federal 

12 Government shall receive compensation at the rate of $50 

13 for each meeting of the board he attends. In addition, eadi 

14 director shall be reimbursed for necessary travel and sub- 

15 sistence expense incurred in attending the meetings of the 

16 board. No director elected by railroads shall vote on any ac- 

17 tion of the board of directors relating to any contract or oper- 

18 ating relationship between the corporation and a raibroad, but 

19 he may be present at directors' meetings at which such mat- 

20 ters are voted upon, and he may be included for purposes of 

21 determining a quorum and may participate in discusfflons 

22 at such meeting. 

23 (b) Each board of directors is empowered to adopt and 

24 amend bylaws governing the operation of the corporation 
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1 providing that sudi bylaws shall not be inconsistent with the 

2 provisions of this Act or of the articles of incorporation. 

3 (c) Each corporation shall have a president and such 

* other officers as may be named and appointed by the board. 

^ The rates of compensation of all officers shall be fixed by 

6 the board. Officers shall serve at the pleasure of the board. 

"^ No individual other than a citizen of the United States may 

8 be an officer of the corporation. No officer of the corporation 

® may have any direct or indirect employment or financial 

10 relationship with any railroad or railroads during the time 

^ of his employment by the corporation. 

^ (d)  Each corporation is authorized to issue nonvoting 

13 securities or obligations, or obtain loans, guaranteed pursuant 

1* to section 602 of this Act. 

13 § 304. General powers of the corporations 

16 Each corporation is authorized to own, manage, operate, 

17 or contract for the operation of intercity raU passenger trains; 

18 to carry mail and express in connection with passenger serv- 

18 ice; to conduct demonstrations of possible improvements to 

20 passenger service; to own, manage, operate, or contract for 

21 the operation of high-speed ground passenger transportation, 

22 to contract for the improvement or construction of roadbed 

23 and to acquire by construction, purchase, or gift, or to con- 

2* tract for the use of, physical facilities, equipment, and de- 

2* vices necessary to rail passenger operations. Each corporation 
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1 shall rely upon rail carriers to provide the crews necessary 

2 to the operation of its passenger trains. To carry out its 

3 functions and purposes, each corporation shall have the usual 

4 powers confen-ed upon a nonprofit corporation by the laws 

5 of the District of Columbia. 

^   §305. Applicability of the Interstate Commerce Act and 

" other laws 

^ (a) Each cor{)oration shall be deemed a common carrier 

^ by railroad within the meaumg of section 1 (3) of the Inter- 

state Commerce Act and shall be subject to all provisions 

of the Interstate Commerce Act other than those pertaining 

12   to- 

(1) regulation of rates, fares, and charges; 

(2) abandonment or extension of lines of railroads 

15 and the abandonment or extension of operations over 
1 fi 

lines   of   railroads,   whether   by   trackage   rights   or 

otherwise; 

18 (3) regulation of routes and service and, except as 

otherwise provided in this Act, the discontinuance or 

change of passenger train service operations. 

21 
(b) Each corporation shall be subject to the same laws 

22 
and regulations with respect to safety and with respect to 

23 
dealings with its employees as any other common carrier 

24 
subject to part I of the Interstate Commerce Act. 

25 
(c) Each corporation shall not be subject to any State 
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1 (c) The Corporation shall not be subject to any State 

2 or other law pertaining to the transportation of passengers 

3 by railroad as it relates to rates, routes, or service. 

4 (d) Leases and contracts entered into by the Corpora- 

5 tiou, regardless of the place where the same may be executed, 

6 shall be governed by the laws of the District of Columbia. 

f (o)  Persons contracting with the Corporation for the 

8 joint use or operation of such facilities and equipment as may 

^ be necessary for the provision of cfTicieut and expeditious pas- 

10 senger service shall be and are hereby relieved from all pro- 

^ hibitions of existing law, including the antitrust laws of the 

^ United States with resi)ect to such conti-acts, agreements, or 

13 leases insofar as may be necessary to enable them to enter 

14 thereinto and to perform their obligations thereunder. 

15 § 807. Sanctions 

1" (a) If the Corporation engages in or adheres to any ac- 

1*^ tion, practice, or policy inconsistent with the policies and 

1^ purposes of this Act, obstructs or interferes vsrith any actlvi- 

19 ties authorized by this Act (except in the exercise of labor 

20 practices not otherwise proscribed by law), refuses, fails, or 

21 neglects to discharge its duties and responsibilities under 

^ this Act, or threatens any such violation, obstruction, mter- 

^ ferencc, refusal, failure, or neglect, the district court of the 

^ United States for any district in wljich the Corporation or 

^•^ other person resides or may be foimd shall have jurisdic- 
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1 tion, except as otherwise prohibited by law, upon petition of 

2 tie Attorney General of the United States or, in a case in- 

3 volving a labor agreement, upon petition of any individual 

4 affected thereby, to grant such equitable relief as may be 

5 necessary or appropriate to prevent or terminate any viola- 

6 tion, conduct, or threat. 

1 (b) Nothing contained in this section shall be construed 

8 as relieving any person of any punishment, liability, or sanc- 

9 tion which may be imposed otherwise than under this Act. 

10 § 308. Reports to the Congress j 

11 (a) The Corporation shall transmit to the President and 

12 the Congress, annually, commencing one year from the date 

13 of enactment of this Act, and at such other times as it deems 

1^ desirable, a comprehensive and detailed report of its opera- 

15 tions, activities, and accomplishments under this Act, includ- 

1^ ing a statement of receipts and expenditures for the previous 

1^ year. At the time of its annual report, the Corporation shall 

1^ submit legislative recommendations for amendment of this 

1^ Act as it deems desirable, including the amount of financial 

20 assistance needed for operations and for capital improve- 

2^ ments, the manner and form in which the amount of such 

^ assistance should be computed, and the sources from which 

^ such assistance should be derived. 

2* (b)  The Secretary and the Commission shall transmit 

^ to the President and the Congress, one year following the 
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1 date of enactment of ibis Act and biennially thereafter, re- 

2 ports on the state of rail passenger sei'vice and the elTective- 

3 ness of this Act in meeting the requirement for a balanced 

^ national transportation sj'steni, together with any legislative 

^ recommendations for amendments to this Act. 

6       TITLE IV-PROVISION OF HAIL PASSENGER 

^ SERVICES 

^ §401. Assumption of passenger service by the Corpora- 

' tion; commencement of operations 

^ (a) (1) On or before March 1, 1971, and on or after 

^^ March 1, 1973, but before Januarj* 1, 1975, the Corporation 

^ is authorized to contract with a railroad to relieve the railroad 

^^ of its entire rcsponsibihty for the provision of intercity rail 

14 passenger service commencing on or after March 1, 1971. 

15 The contract may be made upon such temis and conditions 

16 as necessary to permit the Corporation to undertake passenger 

17 service on a timely basis. Upon its entering into a valid con- 

18 tract   (inchiding protective arrangements for employees), 

19 the railroad shall be relieved of all its responsibilities as a 

20 common carrier of passcngci"s by rail in intercity rail pas- 

21 senger servict- under part I of the  Intcretate Commerce 

22 Act or any other law relating to the provision of intercity 

23 passenger service: Provided, That any railroad discontinuing 

24 a train hercnndcr must give notice in accordance with 

2~} the notice procedures contained in section 13a (1) of the 

26 Intcrstntc Commerce Act. 

W-«94 O - 70 - 4 
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1 (2)  In consideration of being relieved of this rcsponsi- 

2 billty by the corporalion, the railroad shall agree to pay 

3 to the corporation each year for three years an amount equal 

4 to onc-tliird of 50 per centum of the fully distributed pas- 

5 sengcr sers'ico deficit of the railroad as reported to the 

6 Commission for the year ending December 31, 1969. Tlic 

7 payment to the Coi-poration may be made in cash or, at the 

8 option of the Corporation, by the transfer of rail passenger 

9 equipment or the provision of future service as requested by 

10 the Corporation. The railroad shall receive common stock 

11 from the Corporation in an amount equivalent in par value 

12 to its payment. 

13 (3) In agreeing to pay the amount specified in para- 

1* graph (2) of this subsection, a railroad may reserve the 

15 right to pay a lesser sura to be determined by calculating 

1*5 either of the following: 

1"^ (A) 100 per centum of the avoidable loss of 

18 all intercity rail passenger service operated by the ratl- 

in road during the period January 1, 1969, through 

'•^ December 31, 1969; or 

-' (B)   200  per  centum  of the  avoidable  loss  of 

-•^ the intercity rail passenger service operated by the rail- 

-•' road l)ctwccn points within the basic system during the 

-^* period January 1, 1969, tlnongli Dcccniltcr 31, 1969. 

-' If the amount owed the Corponition under either of these 
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1 alternatives is agreed by the parties to bo less than the 

2 amount paid pursuant to paragraph  (2), the Corporation 

3 shall pay the difference to the railroad. If the railroad 

4 and the Coi"poration are unable to agree as to the amount 

6 owed, the matter shall be referred to the Interstate Oom- 

8 merce Commission for decision. The Commission shall decide 

7. the issue within ninety days following the dat« of referral 

8 and its decision shall be binding on both parties. 

9 (4) The payments lo the Corporation shall be made in 

10 accordance with a schedule to be agieed upon between the 

11 parties. Unless the parties otherwise agree, the payments 

13 for each of the first twelve months following the date on 

13 which the Corporation assumes any of the operational respon- 

" sibilities of the railroad shall be in cash and not less than one 

^ thirty-sixth of the amount owed. 

^® (b) On March 1, 1971, the Corporation shall begin the 

^"^ provision of intercity rail passenger service between points 

^° within the basic system unless such service is being provided 

•^® (i) either by a railroad with which it has not entered into 

^ a contract under subsection (a) of this section or (ii) by a 

^ regional transportation agency, provided such agency gives 

^ satisfactory assurance to the Corporation of the agency's 

^ financial and opcradng capability to provide such service, and 

of its williiigucss to cooperate with the Corporation and 

with other regional transportation agencies on matters of 
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1 tluough train service through car service, and connecting 

2 train service. The Corporation ma}- at anj' time suhscqucut 

8 to March 1, 1971, contract Avith a regional transportation 

4 agency to provide intercity lail passenger service between 

6 points within the basic system inchidod within the service 

6 of such agency. 

7 (c) No railroad or any other person may, without the 

8 consent of the Corporation, conduct intercity rail passenger 

® service over any route on which the Corporation is perform- 

^" mg scheduled intercity rail passenger sei-vice pursuant to a 

^^ contract under this section. 

^^ § 402. Facility and service agreements 

^^ (a)   The Corporation may contract with railroads or 

14 with icgional transportation agencies for the use of tracks 

15 and other facilities and the provkion of services on such 

16 terms and coudilions as the parties may agree. In the event 

17 of a failure to agree, the Interstate Commerce Conmiission 

18 shall, if it finds that doing so is necessary to carry out the 

19 purposes of this Act, order the provision of services or the 

20 use of tracks or facilities of the railroad by the Corporation, 

21 on such terms and for such compensation as the Commission 

22 may fix as just and icasona))lc. If the amount of compensn- 

23 tion fixed is not dulj' and promptly paid, the i-ailroad or 

24 agency entitled thereto may bring an action against the 

25 Corporation to recover the amount properly owed. 
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1 (b)  To facililate the initiation of operations by the 

2 corporation within the basic system the Commission shall, 

3 upon application by the Coi^poration, require a railroad to 

4 make immediately available tracks and other facilities. The 

5 Commission shall thereafter promptly proceed to fix such 

6 terms and conditions as are just and reasonable. 

'^ §403. New service 

^ (a)  The Corporation may provide service in excess of 

®   that prescribed for the basic system, either within or out- 

^"   side, the basic system including the opemtion of special 

^1   and extra passenger trains, if consistent with prudent man- 

^   agcment. 

^^ (b) Any State, regional, or local agency may request of 

the Corporation rail passenger service beyond that included 

within the basic system. The Corporation shall institute 

such service if the State, regional, or local agency agrees to 

reimburse the Corporation for a reasonable portion of any 

losses associated with such services. 

(c) For purposes of this section the reasonable portion 

of such losses to be assumed by the State, regional, or local 

" agenc)', shall be no less than 50 per centum of, nor more 

than the solely related costs and associated capital costs less 

revenues attribnfnble to such service. Tf the Corporation 

and tiie Plato, regional, or local agency arc unable to ajfrcc 

*"    upon a rensonnblc apportionment of such losses, the mat- 
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1 ter shall be rcfcuTcd to the Secretary for decision. In dccid- 

2 ing this issue the Secretary shall take into account the intent 

3 of this Act, and the impact of requiring the Corporation to 

4 bear snch losses upon its ability to provide improved service 

5 within the basic system. 

a § 404. Discontinuance of service 

7 (a) Unless it has entered into a contract with the cor- 

8 poration pursuant to section 401(a) (1)   of this Act, no 

9 railroad may discontinue any passenger service whatsoever 

10 prior to January 1, 1975, the provisions of any other Act, 

11 the laws or constitution of any State, or the decision or order 

12 of, or the pendency of any proceeding before, a Federal 

13 or State conrt, agency, or authority to the contrary not- 

14 withstanding.  On and after January  1,  1975,  passenger 

15 tram sei"vicc operated by such railroad may be discontinued 

16 under the provisions of section I3a of the Interstate Com- 

17 merce Act. Upon filing of a notice of discontinuance by 

18 such railroad,  the Corporation may undertake to initiate 

19 passenger tmin operations between the points served. 

20 (h) (1)  The Corporation must provide the service in- 

21 eluded within the basic sj'stcm until January 1, 1975, to the 

22 extent it has assumed res])onsibility for such service by con- 

2'^ tract with a railroad pursuant to section 401 of this Act. 

24 (2)  Service beyond that prcscrii>cd for tlic basic sj's- 
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•I tcm luidcrtakcn by the Corporation upon its own initiative 

2 may be discontinued al any tiine. 

3 (3) If at any time after January 1, 1975, tlie Corpora- 

4 tion determines that any train or trains in the basic system 

5 in whole or in part are not required by public convenience 

6 and necessity, or will impair the ability of the Corporation 

"^ to adequately provide other services, such train or trains 

S may be discontinued under the procedures of section 13a 

9 of the Interstate Commerce Act   (49 U.S.C. 13a) : Pro- 

10 vided, however, That at least thirty days prior to the change 

11 or discontinuance, in whole or in pait, of any service under 

12 this subsection, the Coi-poration shall mail to the Governor 

13 of each State in which the train in question is operated, 

1* and post in every station, depot, or other facility served 

15 thereby notice of the proposed change or discontinuance. 

16 The Corporation may not change or discontinue this service 

1*^ if prior to the end of the thirty-day notice period, State, 

18 regional, or local agencies request continuation of the service 

19 and within ninety days agree to reimburse the Corporation 

20 for a reasonable portion of any losses associated with the 

21 continuation of service beyond the notice period. 

22 (4) For purposes of paragraph (3) of this subsection 

23 the reasonable portion of such losses to be assimied by the 

24 State, regional, or local agency shall be no less than 50 per 

25 centum of, nor more than, the solely related costs and associ- 

26 atcd capital costs less revenues attributable to such service. 
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1 If the Coii)oration and (he State, regional, or local agencies 

2 are unable to agree upon a reasonable apportionment of 

3 such losses, the matter shall be referred to the Secretaiy 

4 for decision. In deciding this issue the Secretarj' shall take 

5 into account the intent of this Act and the unpact of rcquir- 

6 ing the Corporation to bear such losses upon its ability to 

7 provide improved ser\'ice within the basic system. 

8 § 405. Protectivft arrangements for employees 

9 (a) A railroad shall provide fair and equitable arrange- 

10 ments to protect the interests of eniplo3'ces adverecly affected 

11 by the following discontinuances of passenger service: 

12 (1) those arising out of a contract with the corpo- 

13 ration pursuant to section 401 (a) (1) of this Act, and 

14 occurring prior to January 1, 1975; and 

15 (2) those undei'taken pureuant to section 404 (a) 

16 of this Act. 

1"^ (b) Such protective anangemcnts shall include, with- 

in out being limited to, such provisions as may be necessary 

1^ for (1) the preservation of rights, privileges, and benefits 

20 (including continuation of pension rights and benefits) to 

2^ such employees under existmg collective-bargaining agree- 

22 ments or otherwise; (2) the continuation of collect!ve-bar- 

23 gaining rights; (3) the protection of such individual em- 

2* ploj'ees against a worsening of their positions with respect to 

25 their employment; (4) assurances of priority of reemploy- 



53 

24 

1 mcnt of employees tenninatcd or laid off; and   (5)   jiaid 

2 training or retraining programs. Such arrangements shall 

3 include provisions protecting individual employees against a 

4 worsening of their positions with respect to their employ- 

5 ment which shall in no event provide hcncfits less than those 

*• estahlished pursuant to section 5(2) (f) of the Interstate 

"^ Commerce Act. Any contract entered into pursuant to the 

® provisions of this title shall specify the terms and conditions 

^   of such protective anangemcnts. 

^^ Final settlement of any contract under section 401 (a) 

^^    (1)   of this Act hetwcen a railroad and the Corporation 

may not he made unless the Secretary of Labor has certified 

^^   to the Corporation that adversely affected employees have 

received fair and equitable protection from the railroad. 

'^ (c)   After commencement of operations in the basic 

system, the substantive requirements of subsection (b) of 

this section shall apply to the Corporation, and the certificii- 

tion by the Secretary of Labor shall be a condition to the 

discontinuance of any trains by the Corporation pui-suant to 

-"   section 404 (b) of this Act. 

(d) The Corporation shall take such action as may be 

neccssarj' to insui'e that all laborers and mechanics employed 

by contractors and subcontractors in the performance  of 
Of 

construction work finauccd with the assistance of funds re- 

ccived under any contract or agreement entered into under 
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1 this title shall be paid wages at rates not less than those 

2 prevailing on similar construction in the locality as detcr- 

3 mined by the Secretary of Labor in accordance with the 

4 Davis-Bacon Act, as amended. The Corporation shall not 

5 enter into any such contract or agi'eement without first 

€ obtaining adequate assurance that required labor standards 

""^ will be maintained on the construction work. Health and 

8 safety standards promulgated by the Secretary of Labor pur- 

9 suant to Public Law 91-54 (40 U.S.C. 333) shall be 

^^ applicable to all construction work perfonned under such 

'1 contracts or agreements. 

12 (e)  The Corpomtion shall not contract out any work 

13 normally performed by employees in any bargaining unit 

1^ covered by a contract between the Corporation or any rail- 

l'* road providing intercity rail passenger service upon the date 

1^ of enactment of this Act and any labor organization, if such 

1^ contracting out shall result in the layofT of any employee or 

1^ employees in such bargaining unit. 

19 TITLE   V—ESTABLISHMENT  OF   A   FINANCIAL 

20 INVESTJIENT ADVISORY PANEL 

21 § 501. Appointment of advisory panel 

22 Within thirty days after enactment of this Act, the 

2'^ President shall appoint a fiftcen-mnn financial advisor}' 

-1 panel. Six nicnibcis of the panel shall represent the busi- 

'^'' ncss of investment banking, conuncrcial banking, and rail 
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1 transportation. Two inonibers shall be representatives of the 

2 Secretary of the Treasury and seven nieinbci's shall repre- 

3 sent the public in tlic various: regions of the Nation. 

4 §502. Purpose of advisory panel 

6 The advisory panel appointed by the President shall 

6 advise the directors of the Corporation on ways and means of 

7 increasing capitalization of the Corporation. 

8 § 503. Report to Congress 

9 On or before January 1, 1971, the panel shall subnait a 

10 report to Congress evaluating the initial capitalization of the 

11 Corporation and the prospects for increasing its capitalization. 

12 TITLE VI-FEDERAL FINANCIAL ASSISTANCE 

13 §601. Federal grants 

M There is authorized to be appropriated to the Secretary 

15 in fiscal year 1971, $40,000,000 to remain available until 

1^ expended, for payment to the Corporation for the purpose of 

1' assisting in— 

^ (1)   the hiitial organization and operation of the 

1* Corporation; 

*^ (2) the establishment of improved reservations sys- 

•^ terns and advertising; 

^ (3)  senicing, maintenance, and repair of railroad 

83 passenger equipment; 

(4)  tlie conduct of research and development and 
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1 (3) servicing, maintenance, and repair of railroad 

2 passenger equipment; 

3 (4)  the conduct  of demonstration  programs  re- 

4 specting new rail passenger services; 

5 (5)  the  development and  demonstration  of im- 

g proved rolling stock; and 

1. (6)   essential fixed facilities for the operation of 

g passenger trains on lines and routes designated as basic 

g services. 

20 § 602. Guaranty of loans 

11 The Secretary is authonzed, on such terms and condi- 

12 tions as he may prescribe, to guaranty any lender against 

13 loss of principal or interest on securities, obligations, or loans 

14 issued to finance the upgrading of roadbeds and the purchase 

15 by a corporation of new rolling stock, rehabilitation of ex- 

16 isting rolling stock, and for other corporate purposes. The ma- 

17 turity date of such securities, obligations, or loans, including 

18 all extensions and renewals thereof, shall not be later than 

19 twenty years from their date of issuance, and the amount of 

20 guaranteed loans outstanding at any time may not exceed 

21 $150,000,000. The Secretary shall prescribe and collect 

22 from  the  lending  institution  a  reasonable  annual   guar- 

23 anty  fee.  There  are  authorized to be appropriated such 
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1 thorizcd to be appropriated such amounts as necessary to 

2 carry out this section not to exceed $60,000,000. 

3 TITLE VII-INTBRIM EMERGENCY FEDERAL 

4 FINANCIAL ASSISTA2JCE 

^ §701. Interim authority to provide emergency financial 

' . assistance   for   railroads   operating   passenger 

" service 

8 For the purpose of permitting a railroad to enter into 

^ or carry out a contract under section 401 (a) (1) of this Act, 

^^ the Secretary is authorized, on sucli tenns and conditions as 

^•^ he may prescribe, to (1) make loans to such railroads, or 

^2 (2) to guarantee any lender against loss of principal or in- 

^^ tcrest on any loan to such railroads. Interest on loans made 

14 under this section shall be at a rate not less than a rate deter- 

15 mined by the Secretary of the Treasuiy, taking into consid- 

16 eration the current average market yield on outstanding mar- 

17 ketablc obligations of the United States with remainmg 

18 periods to maturity comparable to the average maturities of 

19 such loans adjusted to the nearest one-eight of 1 per centum. 

20 No loan may be made, including renewals or extensions 

21 thereof, which has a maiurity date in excess of five years. 

22 The maturity date on any loan guaranteed, including all 

23 renewals and extensions thereof, shall not be later than five 

24 years from the- date of issuance. The total amount of loans 
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1 § 702. Authorization for appropriations 

2 There are hereby authorized to be appropriated such 

3 amounts not to exceed $75,000,000 as may be necessary to 

4 carry out the purposes of this title. Any sums appropriated 

5 shall be available until expended. 

6 TITLE VIII—MISCELLANEOUS PROVISIONS 

7 § 801. Adequacy of service 

8 The Commission is authorized to prescribe such regula- 

9 tions as it considers necessary for the comfort and health 

10 of intercity  rail passengers.  Any  person who  violates a 

11 regulation issued under this section shall be subject to a 

12 civil penalty of not to exceed $500 for each violation. Each 

13 day a violation continues shall constitute a separate offense. 

^   §802. Effect on pending proceedings 

^^ Upon enactment of this Act, no railroad may discontinue 

1"   any passenger ser\'ice whatsoever other than in accordance 

with the provisions of this Act, notwithstanding the provi- 

1^   sions of any other Act, the laws or constitution of any State, 

or the decision or order of, or the pendency of any proceed- 

^ ing before, any Federal or State court, agency, or authority. 

2^   § 803. S^mrability 

If any provision of this Act or the application thereof to 
no 

any person or circum^nce is held invalid, the remainder ot 

the Aot and the application oi such provision bo other persons 

or circumstances shall not be affected thereby. 
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1 any person or circumstance is held invalid, the rcmnuider of 

2 the Act and the application of such provision to other persons 

3 or circumstances shall not he affected thereby. 

4 §804. Accountability 

5 Section 201 of the Government Corporation Control Act 

6 of 1945  (31 U.S.C. 856; 59 Stat. 600)  is amended by 

7 striking "and (4) " and inserting in lieu thereof " (4) Fed- 

8 eral Deposit Insurance Corporation and  (5)" and adding 

9 "National Railroad Passenger Corporation'' at the end tliere- 

10 ot 

Passed the Senate May 6   (legislative dny, Hay 5), 
1970. 

Attest: •   FRANCIS R. VALEO, 
Secretory, 
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BxBOunvK OmoB or THK PSESIDEST, 
BUREAU or THE BUDOET, 

Wathington, D.C., June 11,1970. 
Hon. HASLET O. STAQOEXS, 
Chairman, Committee on Interstate and Foreign Commerce, House of Repre- 

sentatives, Raybum House Offlce Building, Washington, D.C. 
DEAR MB. CHAEBMAK : This U in reply to your requests for the views of the 

Bnreaa of the Budget on H.R. 17428 and S. 3706, two biUs dealing with intercity 
rail passenger service. 

The Bureau of the Budget recommends that your Committee give favorable 
consideration to S. 3706 rather tlian H.R. 17428. 

Sincerely, 
Wiu^ED H. ROMMEL, 

Assistant Director for Legislative Reference. 

GENESAL ACCOCNTIXO OFFICE, 
OFFICE OF THE COMFTKOLLEB GENEKAL, 

Washington, D.C, June 3,1970. 
Hon. HAKLET O. STAQOEBS, 
Chairman, Committee on Interstate and Foreign Commerce, House of Repre- 

sentatives, Washington, D.C. 
DEAR MB. CHAIBMAS : Reference is made to your letter of May 6.1970, request- 

ing our comments on H.R. 17428, the purpose of which Is to provide a means for 
continuing necessary rail passenger service by restructuring routes and permit- 
ting railroads to be relieved of their responsibility to provide intercity rail pas- 
senger service by contracting with nonprofit corporations that will provide such 
service. 

The bill proposes that the Secretary of Transportation submit his report and 
recommendations for a basic national rail passenger system of (1) urban cor- 
ridor passenger service between cities not more than 500 miles apart In densely 
populated areas and (2) a system of long distance Intercity rail passenger serv- 
ice of more than 500 miles. The bill would authorize the creation of nonprofit 
corporations to provide on routes within each urban corridor a system to fully 
develop the potential of modern rail service in meeting the nation's intercity 
passenger transportation requirements. The Secretary of Transportation would 
be authorized to contract for the provision of passenger service as to the basic 
national rail passenger system outside the urban corridor passenger system. 

Under the proposed measure each coriwration created to provide urban corridor 
passenger service would not be an agency or establshment of the United States 
Government but would be subject to the laws of the District of Columbia 
relating to nonprofit corporations. Section 803 of the proposed legislation would 
provide that the General Accounting OflSce audit the financial transactions of 
such corporations. See 31 U.S.C. 857. 

Section 803 of the bill. In regard to accountability, places the corporations under 
the provisions of title II, section 201, of the Government Corporation Control 
Act as amended (31 U.S.C. 856). In general, title 11 requires an annual audit of 
Government corporations by our Office and a report to the Congress on the results 
of the audit not later than six and one-half months following the close of the 
corporations' fiscal year. In previous comments on similar tyi>es of proposed 
legislation, we have suggested that the Comptroller General should ha^e flex- 
ibility in deciding when and how audits should be made and reports Issued. We 
believe that similar fleilbility would be appropriate In this case. We believe 
also that the bill should give our Offlce authority to review pertinent records 
of the railroads that receive benefits under the bill. 

Section 301 provides for the creation of nonprofit corporations to provide 
Intercity passenger service on routes within each corridor of the urban corridors 
passenger system. The biU, however, is silent In regard to who will determine 
the ntimber (rf such corporations and their geographical area of authority. It 
would appear that the Secretary is to make these determinations but we believe 
that the bill should state specifically who Is to make them. 

Section 304 authorizes each corporation to conduct research and development 
related to its mission. Also, section 601 authorizes Federal grants for research 
and development and demonstration programs respecting new rail passenger 
service. The Department of Transportation is currently engaged in extensive 
research and demonstrations Involving ground transportation tmder the pro- 
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visions of the High-Speed Oronnd Transportation Act of 1966, as amended (49 
U.S.C. 1631). To avoid unnecessary duplication of research, we believe that sec- 
tion 304 should provide for the Department of Transportation's approval or 
coordination of the corporations' research, development, and demonstration 
projects. 

Section 305 exempts each corporation from the provisions of the Interstate 
Commerce Act, State, or other law pertaining to regulation of rates, fares, 
and charges. It would appear, therefore, that each corporation would be free to 
establish rates, fares, and charges as It desired without external control or 
review. Because the public Is deiiendent upon service by a common carrier, we 
believe it would be appropriate to provide for some form of external review and 
control over Its rates, fares, and charges. 

Section 401(a) provides that, in consideration for being relieved of its re- 
sponsibility for providing passenger service by a corporation, a railroad shall 
pay a specific siua to the oorporatiou either iu cash or by the transfer of rail 
passenger equipment. The bill does not provide, however, a method for the 
determination of value of such equipment. We suggest that this point be clarified 
to avoid future valuation problems. 

The term "regional authority" used In section 405(b) and (c) Is not defined In 
the bill. It is suggested that a definition of the term be Included section 102. 

On page 19, line 14, it is not clear that the second section numbered 405 (which 
apparently should be redesignated as 40G), Includes provision for the discontin- 
uance of services contracted for by the Secretary under section 402 or whether 
upon the discontinuance of service so contracted for the provisions of section 402 
should apply. 

Section 406 (which apparently should be redesignated as 407) provides for pro- 
tective arrangements for employees adversely affected by certain discontinuances 
of passenger service. It would ai>i)ear that railroad employees adversely affected 
by discontinuances of passenger service contracted for by the Secretary pursuant 
to section 402 are not covered. We suggest that the bill specifically state whether 
such employees are to be Included in the protective arrangements provided in this 
section. 

Sections 601 and 602 provide for Federal financial assistance to corporations, 
and section 701 provides emergency Federal financial assistance for railroads 
operating passenger service under u contract with a corporation. Each section 
places limitations on the total amount of available funds but no restrictions are 
placed on the amount of aid each corporation may receive. We believe that the 
bill should be modified to provide for an equitable distribution of available funds 
among the corporations. Such a provision would aid in the accomplishment of a 
national rail pa.ssenger system by providing a safeguard against initially estab- 
liished corporations consuming a major portion of available funds. 

Section 701 authorizes the Secretary to guarantee any lender against loss of 
principal or interest on loans, up to a maximum amount, made to railroads who 
have contracted with a corporation for passenger service. We believe that the 
Federal Government should be compensated for its risk by prescribing and collect- 
ing from the lending institution a reasonable annual guaranty fee. This could be 
achieved if the following sentence were added on page 27 at the end of line 5, 
"The Secretary shall prescribe and collect from the lending institution a reason- 
able annual guaranty fee." 

There appear to be several typographical errors In the text of the measure. The 
word "basis" on page 6, line 11, should be "basic." On page 7, line 4, there should 
be in.serted the word "be" in place of "the." On page 14, line 21, the word "con- 
tinued" should be "contained." It is believed th.Tt on page 15, line 13. the word 
"available" should be "avoidable" in connection with the definition of avoidable 
loss in section 102(g) of the Act. Also on page 15, line 19, It is believed that "401 
(a) (2)" should be placed in the blank between the parentheses shown on that 
line. On page 19, line 14, the section should be redesignated as section 406 and on 
page 21, line 17, that section should be redesignated as section 407. On page 23, 
line 4, the reference should be to section 406 rather than 405. On line 18 of page 23, 
the United States Code citation should be "40 U.S.C. 33.3." On page 24, line 24, and 
page 25, line 2, the plural form "corporations" should be used rather than the 
singular. On page 26, line 16, the word "or" should be used Instead of the first 
word "of." And on page 27, line 25, following the numeral 600, there should be 
inserted "; as amended, 70 Stat. 667." We suggest that lines 1-4 on page 28 be 
rewritten as follows: "by striking 'and (6)' and inserting in lieu thereof '(5) 

46-834—70 5 
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Federal Deposit Insurance Corporation and (6)' and adding 'a coriwration estab- 
lished pursuant to the Rail Passenger Act of 1970.' " 

Sincerely yours, 
R. F. KELLEB. 

Assigtant Comptroller Oeneral of the United States. 

GEKERAL ACCOUNTINO OFFICE, 
OFFICE OF THE COMPI'ROLLEB GENERAL, 

Wa8hifH/ton, D.C., June 3,1910. 
Hon. HABLET O. STAOGEBS, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Wafthingtmi-, D.C. 

DEAB ME. CHAIRMAN : Reference is made to your letter of May 14,1970, request- 
ing our comments on S. 3706, the purpose of which is to provide a means for 
continuing essential rail passenger service by restructuring routes, permitting 
railroads to be relieved of their responsibility by contracting with a National 
Railroad Passenger Coriwration whidi would provide such service, provide new 
or improved rail passenger equipment and strengthen controls over the discon- 
tinuance of passenger trains. 

The bill would authorize and direct the Secretary of Transportation, acting in 
cooixTation with other interested Federal agencies and department, to submit to 
the Interstate Commerce Commission and to the Congress his report and recom- 
mendations for a basic national rail passenger system. The bill would authorize 
the creation of a National Railroad Passenger Corporation to provide intercity 
rail passenger service, employing innovative operating and marketing concepts 
so as to fully develop the potential of modern rail service in meeting the Nation's 
intercity passenger transportation requirements. 

S. 3706 provides for the establishment of a corporation, organized for profit and 
authorized to issue stock, with authority to contract with railroads and other 
agencies to provide intercity pas.senger service. Tender the proposed measure the 
Corporation would not be an agency or establishment of the United States Gov- 
ernment but would be sub.iect to the Bistriet of Columbia Business Corporation 
Act. Section 803 of the bill would provide that the General Accounting Office 
audit the financial transactions of the Corporation. See 31 U.S.C. 8.57. 

Section 804 of the bill, in regard to accountability, places the Corporation under 
provisions of title 11, section 201, of the Government Corporations Control Act 
as amended (31 U.S.C. 856). In general, title II requires an annual audit of Gov- 
ernment corporations by our Ofllce and a report to Congress on the result of the 
audit not later than six and one-half mouths following the close of corporations' 
fiscal year. In previous comments on similar types of proposed legislation, we 
have suggested that the Comptroller General should have flexibility in deciding 
when and how auditi! should be made and reports issued. We believe that similar 
flexibility would bo appropriate in this case. We believe al.so that the bill should 
authorize the Comptroller General to examine pertinent records of any railroad 
receiving benefits under the bill. 

S. 3706 is silent in regard to the tax liability of the Corporation. As the bill 
provides for the creation of a profit corporation, we believe it should be modified 
to state the policy of the Congress on the tax liability, if any, of the Corporation. 

Section 304(b) of the measure provides that after the initial issuance of stock 
of the Corporation is compIete<l. the total shares of common stock of the Corjxjra- 
tion owned by a railroad or any person controlling one or more railroads shall 
not exceed 33^4 percent of such shares outstanding. In addition section 304(ci 
contains a similar provision restricting ownership by a stockholder to not more 
than 10 percent of the shares of the preferred stock issued and outstanding. The 
act, however, contains no provision for adjustment or purchase of shares by the 
Corporation in the event that ownership exceeds the i)ercentage limitations" pre- 
.scribed. It would appear that sucli a provision woidd be necessary to aid in ad- 
justing the number of the shares of the Corporation held by a stockholder. 

Section .305 authorizes the Corporation to conduct research and development 
related to its mission. Also, section 601 atithorizes Federal grants for research 
and development and demonstration programs respecting new rail passenger 
service. The Department of Transportation is currently engaged in extensive re- 
search and demonstrations involving ground transportation under the provisions 
of the High-Spee<l Ground Tran.sportation Act of 1005 as amendefl  (49 I'.S.r. 
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1631). To avoid unnecessary duplication of res«>areh, we believe that section 3CKi 
should provide for the Department of Transportation's approval or coordination 
of the Corporation's research, development, and demonstration projects. 

Section 306 exempts the Corporation from the provisions of the Interstate Com- 
merce Act, State, or other law rtertaining to regulation of rates, fares, and 
charges. It would appear, therefore, that the Corporation would be free to estab- 
lish rates, fares, and charges as it desired without external control or review. 
Because the public is dei)endent upon service by a common carrier, we believe 
it would be appropriate to provide for some form of external review and control, 
over its rates, fares, and charges. 

Section 401(a) (2) provides that a railroad in consideration of being relieved 
of its responsibility for providing passenger service by the Corporation shall pay 
a specific sum to the Coriwration either in cash or, at the option of the National 
Railroad Passenger Corporation, by the transfer of rail passenger equipment, or 
the provision of future service as requested by the Corporation. The bill does not 
provide, however, a method for the determination of value of such equipment or 
service. We suggest this point be clarified to avoid future valuation problems. 

Section 405 provides for protective arrangements for employees adversely af- 
fected by certain discontinuances of passenger service. It would appear that rail- 
road employees adversely affected by discontinuances of passenger service estab- 
lished pursuant to section 404(b) (2) are not coven^d. We suggest that the bill 
specifically state whether such employees are to be included in the protective 
arrangements provided in this section. 

The words "or agency" on page 27, line 16, of the bill apparently should be de- 
leted as surplusage. 

Section 7()1 authorizes the Secretary to guarantee any lender against loss of 
principal or interest on loans up to a maximum amount made to railroads who 
have contracted with the corporation for passenger service. We believe that the 
Federal Government should be compensated for its risk by prescribing and col- 
lecting from the lending institution a reasonable annual guaranty fee. AVe sug- 
gest that the following sentence be added on page 20 at the end of line 2, "The 
Secretary shall prescribe and collect from the lending institution a reasonable 
annual guaranty fee." 

On page 30, line 6, following the numeral 600, we suggest there should be in- 
serted "; as amended, 70 Stat. 667." Also, we suggest that lines 7-10 in page 30 
be rewritten as follows: "striking 'and (5)' and inserting In lieu thereof '(5) 
Federal Deposit Insurance Corporation and (6)' and adding 'National Railroad 
Passenger (Corporation' at the end thereof." 

Sincerely yours, 
R. F. KELLER, 

AssUtant Comptroller General of the United States. 

GENEBAL ACCOUNTING OFFICE, 
OFFICE OP THE COMPTROLLER GENERAL, 

Washington, D.C., June 19,1970. 
HON. HABLEY O. STAGGERS, 
Chairman, Interstate and Foreign Commerce Committee, 
House of Representatives, 
Washin-gto7i, D.V. 

DEAR MR. CHAIRMAN : Reference is made to your letter of June 2, 1970, re- 
questing our comments on H.R. 17840, the purpose of which is to provide a means 
for continuing and improving necessary rail passenger service Ijy restructuring 
routes and iiermitting railroads to be relieved of their responsibility to provide 
intercity rail passenger service by contracting with nonprofit corporations that 
will provide such service. 

The bill proposes that the Secretary of Transportation submit his report and 
recommendations for biisir national rail passenger services specifying the points 
over which there should be operated intercity rail pas.senger service other than 
commuter and other short-haul service in metropolitan and suburban areas, and 
designating urban corridors within which there is a need for improved rail pa>i- 
senger service to relieve congestion. Tlie bill would authorize the creation of non- 
profit coriioriitioiis to jjrovide the basic .services designated by the Secretary ti> 
fully develop the iK)tentinl of modern rail service in meeting the nation's intercity 
passenger transportation requirements. 
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Under the proposed measure each corporation created to provide urban cor- 
ridor passenger service vcould not be an agency or establishment of the United 
States Government but would be subject to the laws of the District of Columbia 
relatoing to nonprofit corporations. Section 804 of the proposed legislation would 
proWde that the General Accounting OflSce audit the financial transactions of such 
corporations. See 31 U.S.C. 857. 

Section 804 of the bill. In regard to accountability, places the corixjratlons 
under the provisions of title II, section 201, of the Government Conwration Con- 
trol Act as amended (31 U.S.C. 8.5«). In general, title II requires an annual audit 
of Government corporations by our Oflice and a report to the Congress on the 
results of the audit not later than six and one-half months following the close 
of the corporation-s' fiscal year. In previous comments on similar types of proposed 
legislation, we have suggested that the Comptroller General should have flex- 
ibility in deciding when and how audits should be made and reports issued. We 
t)elieve that similar flexibility would be appropriate In this case. We i)elieve also 
that tlie bill should give our Oflice axithority to review pertinent records of the 
railroads that receive benefits under the bill. 

Section 301 provides for the creation of nonprofit corporations to provide the 
Intercity passenger service. The bill is silent In regard to who will determine the 
number of such corporations and their geographic area of authority. It would 
appear tlie Secretary is to make these determinations but we believe the blU 
should state sppcifically who is to mal:e them. 

Section 304 authorizes each corporation to conduct demonstratinns of jwssible 
improvements to passenger service. Also, section 601 authorizes Federal grants 
for demonstration programs respecting new rail passenger services. The Depart- 
ment of Transportation is currently engaged in extensive research and demon- 
strations involving ground transportation under the provisions of the High-Speed 
Ground Transportation Act of 1965, as amended (49 U.S.C. 1631). To avoid un- 
necessary duplication of research, we believe that section 304 should provide for 
the Department of Transportation's approval or coordination of the corporation's 
demonstration projects. 

Section 305 execute each corporation from the provisions of the Interstate 
Commerce Act, State, or other law pertaining to regulation of rates, fares, and 
charges. It would appear, therefore, that each corporation would be free to 
establish rates, fares, and charges as It desired without external control or 
review. Because the public is dependent upon service by a common carrier, we 
believe it would be appropriate to provide for some form of external review and 
control over the rates, fares, and charges established by the corjwrations. 

Section 401(a) provides that. In consideration for Ijeing relieved of its re- 
sponsibility for providing passenger service by a corporation, a railroad shall 
pay a .specific sum to the corporation either in ca.sh or by the transfer of rail 
passenger equipment or the provisions of future service as requested by the cor- 
poration. The bill does not provide, however, a method for the determination of 
value of sucli equipment or service. We suggest that this point be clarified to 
avoid future valuation problems. 

It is not clear that section 405 Includes provision for the discontinuance of 
services contracted for by the Secretary under .section 402 or wliether. upon the 
discontinuance of service so contracted for, the provisions of section 402 should 
apply. 

Section 406 provides for protective arrangements for employees adversely 
affected by certain discontinuances of passenger service. It would appear that 
railroad employees adversely affected b.v discontinuances of passenger service 
contracted for by the Secretary pursuant to section 402 are not covered. We 
suggest that the bill specifically state whether such employees are to be included 
in the protective arrangements provided In this section. 

Sections 601 and 602 provide for Federal financial assistance to corporation, 
and section 701 provides for emergency Federal financial assistance for railroads, 
oiierating passenger service under a contract with a coriwration. Each section 
places limitations on the total amount of financial n.sslstance but no restrictions 
are i)laced on the amount of aid each corporation may receive. We believe that 
the bill should be modified to provide for an equitable dlstril)utlon of funds 
available for such purposes among the corporations. Such a provision would aid 
in the accomplishment of a national rail passenger system by providing a safe- 
guard against Initially established corporations consuming a major portion of 
the funds so made available. 
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Section 701 authorizes the Secretary to guarantee any lender against loss of 
principal or interest on certain loans to railroads who have contracted with a 
corporation for passenger service. We believe that the Federal Government 
should be compensated for its risk by prescribing and collecting from the lending 
institution a reasonable annual guaranty fee. This could be achieved if the 
following sentence were added on page 26 at the end of line 26, "The Secretary 
shall prescribe and collect from the lending institution a reasonable annual 
guaranty fee." 

We suggest that, for the sake of uniformity, there should be a hyphen between 
the word "high" and the word "speed" on page 2. line 14 of the text of the bill. 
See page 10, line 21. Also, we suggest there should be a comma on page 6, line 12, 
between the words "services" and "review." 

On page 21, line 1, it appears the reference to section 406 should be to 405. 
On page 28, line 3, following the numeral 600 we suggest there be inserted the 

words ", as amended, 70 Stat. 667" and that lines 4 and 5 on page 28 be rewritten 
as follows: 

"striking 'and   (5)' and inserting in lieu thereof '(5)   Federal  Deposit 
Insurance Corporation and (6)' and adding". 

This change appears necessary since the sections referred to were renumbered 
in section 201 of the act of July 26, 1950, 70 Stat. 667. 

Sincerely yours, 
R. F. KELLER, 

Assistant Comptroller Oeneral of the United titates. 

U.S. DEPAKTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 

Washinj/ton, June 12,1970. 
Hon. HABLEY O. STAGGERS, 
Chairman. Committee on Interstate and Foreign Commerce, Bouse of Representa- 

tives, WanlUngton. D.C. 
DEAR MB. CHAIRMAN : This is in response to your request for my views on 

H.R. 17428, a bill to designate a national rail passenger system, to establish 
rail passenger corporations, to provide financial assistance therefor, and for 
other purposes. 

I favor the goal of this bill, an improved system of intercity rail transporta- 
tion, but defer to the Department of Transportation as to method of implemen- 
tation. 

My interest Is, of course, primarily in the employee protection provisions of the 
bill. 

The protective arrangements for employees (section 406) provides that a 
rail carrier must protect the interests of the employees adversely affected by 
discontinuance of passenger service authorized under the bill. (It appears that 
the section Protective arrangements for employees is mlsnumbered 406, but 
would actually be section 407.) 

I would point out that the bill contemplates other actions and operations by 
the corporations and the railroads which could affect employee.s. These would 
Include the use of tracks and other facilities of the railroads by the corporations 
(section 403), provision for new service by the corporations (section 405), and 
the conduct of demonstration programs and other operations by the corporations 
(section 601). In this regard I urge that the protective arrangements of section 
406 be ninde available to employees affected by and actions authorized by the 
bill, rather rh.in only those "affected" by "discontinuances." 

Finally, I assume that the coverage under the protective arrangements pro- 
vision (section 406) is substantially of the same .scope as the protective arrange- 
ments provision (section 13c) of the Urban Mass Transportation Act Any other 
Interpretation would create difficulty in the administration of the protective 
arrangement in section 406. 

The Bureau of the Budget advises that there Is no objection to the submission 
of this report from the standpoint of the Administration's program. 

Sincerely, 
GEORGE P. SHULTZ, 

Secretary of Labor. 
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POST OFFICE DEPARTMEKT, 
OFFICE OP THE GENBRAL COUNSEL, 

Washin{/t(yii, D.G., June 2,1919. 
Hon. HARLEY O. STAGGERS, 
Chainnan. Interstate and Foreign Commerce Committee, 
Home of Representatives, Washinffton, D.C. 

DEAU MB. CHAIRMAN : This Is in resiwnse to your request for a report on 
S. 370C, the "Rail Passenger Service Act of 1970." 

The purpo.se of S. 3706 is to revitalize rail passenger service in the United 
States. To accomplish this purpose the bill would provide for the designation of 
a basic national rail passenger system and the establishment of a quasi-public 
corporation to assume the operation of trains within the system which the rail- 
roiids no longer desire to operate. 

Section 305 of the bill would specifically authorize the new corporation "to 
carry mail and express In connection with passenger .>?ervice." Section 306 pro- 
vides that the new corporation would be subject to the Interstate Commerce Act 
except for the regulation of rates, fares, and charges and the abandonment or 
discontinuance of lines or routes and services, riovi-ever, the rate-fixing and 
other provisions regarding the transportation of mail in chapter 95 of title 39, 
United States Code (as well as those provisions of the landing postal reorganiza- 
tion legislation covering surface transportation of mail) would be applicable to 
the proposed National Railroad Passenger Corporation. Accordingly, it does not 
appear that the interest of the Post Office Department would be affected ad- 
versely by the enactment of S. 3706. 

It is to the advantage of the Post Otfice Department to have available prompt 
and efficient service by passenger trains and we support the goal of expanding 
and improving such service. However, we defer to the Department of Transpor- 
tation with regard to whether S. 3706 provides the best possible method of accom- 
plishing that goal. 

If the bill is enacted it is assumed that the Department of Transportation will 
consult with the Post Office Department, as required by section 201, in the devel- 
opment of plans for the national rail passenger .system. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to the Committee from the standpoint of the Administra- 
tion's program. 

Sincerely, 
Louis A. Cox, 

Deputy General Counsel 
(For David A. Nelson, 

General Counsel). 

Jlr. FRIEDEL. It is with great pleasure that we have as our first 
•witness this morning the Honorable John A. Volpe, Secretary of the 
Department of Transportation. 

STATEMENT OF HON. JOHN A. VOLPE, SECRETAEY, DEPARTMENT 
OF TRANSPORTATION: ACCOMPANIED BY CHARLES D. BAKER, 
ASSISTANT SECRETARY FOR POLICY AND INTERNATIONAL AF- 
FAIRS; REGINALD N. WHITMAN, ADMINISTRATOR, FEDERAL 
RAILROAD ADMINISTRATION; AND J. THOMAS TIDD, LEGIS- 
LATIVE COUNSEL 

Secretary VOLFE. Mr. Chairman and members of the committee, I 
appreciate very much this opportunity to appear before you to discuss 
the railroad passenger service problem. Rail passenger service in the 
United States is declifiing so severely in amount and quality that it 
may soon disappear completely unless action is taken now. 

In the last 10 years, the number of intercity passenger trains has 
fallen from 1,.*)00 to fewer than .500. The railroads have proposed dis- 
continuance of many of these remaining trains. Accompanying this 
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overall decline in passenger service has been a generally marked 
deterioration in quality. 

Severe deficits from passenger operations impose a serious financial 
burden on the Nation"s railroads. This, in turn, affects their aVnlity to 
provide liigh quality freight service. The rail passenger deficit, cal- 
culated on a solelv related cost basis, has been increasing and amounted 
to about $200 million in 1969. The impact of this deficit is apparent 
when compared to total rail net income in 1969 of only $500 million. 

The future is clear—we will surely witness the disappearance of 
intercity rail passenger service if we do not take positive action to avert 
it. I am convinced tliat tliere is a very real need for intercity i)assenger 
service and that such ser\nce can be provided on an economically self- 
sustaining basis. By the end of this decade, the total demand for inter- 
city transportation service will put serious strains on our highway and 
airway systems. This will be particularly true in the major corridors, 
such as those on the west coast, in the Northeast, and in a broad band 
across the Midwest. These corridors traverse more than 20 States. 
Considering some of the potentially attractive long-haul routes, service 
to as many as 40 States is involved. 

The Metroliner operation between New York and Wa.shington con- 
vincingly shows that good quality rail passenger service can attract the 
traveling public. Over 1 million people have now ridden the Metroliner 
and, in 1969, between New York and Washington total rail patronage 
increased 46 percent over the preceding year. 

Given a demand for good quality intercity rail pas-senger service in 
these corridors and over some long-liaul routes, how do we go about 
achieving such service? T know this committee, as well as the Depart- 
ment, has been examining this issue intensively over the past year. 
There anpear to be two basic choices. 

One choice would be to establish some form of public subsidy which 
would compensate the railroads for their passenger deficits. A public 
subsidy program would assure the continuation of service, and possi- 
bly improve it, but only at a very high cost. As a general rule, there 
is little incentive to innovation in a subsidy approach. My experience 
has been that all we can look forward to are greater subsidies. 

The other choice is to completely restructure the existing rail pas- 
senger system. This restructuring would be based on two premises. 
The first is that the attention and energy of the railroad industry, and 
more particularly railroad management, are directed more to the 
transportation of goods than to the transportation of people. This is 
not unnatural given the overwhelming predominance of their freight 
business both in operational and revenue terms. 

The second premise is that in some markets there is insufficient de- 
mand for rail passenger service. In these markets, rail passenger serv- 
ice simply can no longer compete witlv the automobile, the bus, and 
the airplane. Therefore, to achieve economic viability on a system- 
wide basis, there has to be some paring of uneconomic routes or 
service. 

After carefully examining the pros and cons, I concluded that, if 
the Government was going to do anytliing to meet this problem, it 
would be a serious mistake to do nothmg more than prop up the pres- 
ent system with public sub.sidy. We must take a bolder approach and 
create a new structure. With sufficient capitalization, a new, quasi- 
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public corporatioiij whose only purpose is to maintain and improve 
rail passenger service over a more economically sensible system, has a 
good chance of becoming a sound and successful enterprise. This is 
the concept embodied in S. 3706, a bill now before the committee. The 
Department worked extensively with the Senate Commerce Commit- 
tee in developing this bill, which passed the Senate on May 7, 1970. 

I would like to review briefly for the committee how S. 3706 would 
work if enacted. The bill would require the Secretary of Transptorta- 
tion to designate a basic national rail passenger syst«m. Within 30 
days following enactment of the bill, the Secretary would have to pre- 
pare and submit to the Interstate Commerce Commission and the 
Congress a preliminary report designating such a system. Within 30 
days thereafter, the Interstate Commerce Commission would be re- 
quired to provide the Secretary with its comments and recommenda- 
tions. After considering the Commission's views and within 90 days 
from the date of enactment, the Secretary would be required to sub- 
mit to the Congress his final report designating the basic system. 

The bill would create a National Railroad Passenger Corporation 
whose purpose would be to provide intercity rail passenger service. 
Shortly following enactment, the President would appoint incorpo- 
rators who would serve as the Board of Directors for 180 days and take 
whatever actions were necessary to establish the Corporation as a going 
concern. 

The bill would require the provision of passenger seirice within 
the basic system either by the Corporation or a railroad until at least 
January 1, 1975. A railroad could be relieved of this obligation only 
bv entering into a contract with the Corporation under which the 
Corporation would assume responsibility for providing the sen'ice. 
In exchange for being relieved of its obligation, the railroad would 
agree to pay to the Corporation an amount up to one-half of its fully 
distributed passenger service deficit for calendar year 1969. If a rail- 
road does not contract with the Corporation to relieve itself of pas- 
senger service responsibility, it may not discontinue any service prior 
to January 1,1975. 

It is important to note that, upon contracting with the Corporation, 
the railroad would be relieved of all responsibility for rail passenger 
service, including service performed outside the basic system. In many 
cases, the Corporation would discontinue the service outside the basic 
system for which it had assumed responsibility. The bill does provide, 
however for the maintenance of service outside the basic system if 
State, regional, or local authorities are willing to provide financial 
assistance to compensate the Corporation for any deficits inciirred. 

We would anticipate that most railroads would enter into contracts 
with the Corporation. This would pro\nde the Corporation with initial 
capitalization of about $200 million, which could be paid over a 3-year 
period, in equipment, services, or cash, at the option of the Corpora- 
tion. In addition, the Secretary of Transportation would be authorized 
to provide $40 million in cash to assist the Corporation in meeting 
initial organizational costs and for operational and other corporate 
purposes. The Secretary would also be authorized to guarantee loans 
to the Corporation up to $60 million. Thus, the Corporation would 
have access to about $300 million in capital at the out.set. 
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Because tlie financial condition of some railroads might otherwise 
preclude participation, the hill would also authorize the Secretary to 
make or guarantee short-tenn loans to railroads for the purpose of 
permitting them to enter into contracts with the Corporation. These 
loans would bear interest at the Treasury rate and could not exceed 
a total of $76 million. 

Obviously, the establishment of the Corporation will not result in 
dramatic overnight changes in rail passenger service. The Corporation 
will contract with the railroads for operating crews, trackage rights, 
and equipment maintenance. Therefore, at the outset, it may be run- 
ning many of the same trains. As a result of the consolidation of serv- 
ice, however, it is expected that there will be a general upgrading of 
the equipment in use. Immediate improvements can also be made in 
various passenger convenience areas such as ticketing and reservation. 
Over the longer rmi, new equipment can be purchased, roadbeds im- 
proved, termmals modernized, and other quality-of-service improve- 
ments achieved. 

I do not wish to leave tlie committee with the impression that there 
are no risks in the course of action proposed in S. 3706. The rejuvena- 
tion of i-ailroad passenger service will require a great deal of effort, 
dedication, and imagination. These traits have never been lacking in 
American enterprise, and S. 370(5 provides a fi-amework within which 
they can be exerci'-ed. On behalf of the administration, I strongly urge 
early and favorable consideration of S. 3706 by this committee and 
the Congress. 

T realize that, in this brief statement, a very complex problem has 
been given a very summary treatment. I will be pleased to answer any 
questions the committee may have. Also, I have with me on my right, 
Ciiarles Baker, our Assistant Secretary for Policy and International 
Affaii-s; to his right Reginald "VVliitman, our Federal Railroad Admin- 
istrator; and on my left Tom Tidd, Assistant General Counsel for 
Legislation, all of whom are available to answer any questions the 
committee may have. 

Mr. FRIEDEL. I wish to thank you, Mr. Secretary, for a very, very 
explicit statement. It brought out all of the ramifications of the bill. 

One thing I would like to ask you? The $300 million that is author- 
ized in this bill for the Corporation, and the borrowing authority 
provided the railroads. Are these enough? 

Secretary VOLPE. This is an estimate, Mr. Chairman. There are some 
who say that perhaps we might not need that much. There are others 
who say that we might need more. We believe it is a fair estimate and 
that it will be enough. 

Mr. FRIEDEL. Is there any way of expanding the Corporation for 
additional financial aid if it is needed ? 

Secretary VOLPE. We would have to come back to the Congress to 
accomplish that. Of course, the proposed provides for the sale of stock 
to the public. 

Mr. FRIEDEL. Stock will be sold to the public ? 
Secretary VOLPE. Yes. 
Mr. FRIEDEL. Are there restrictions on the railroads? Can they own 

50 percent or more ? 
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Secretary VOLPE. I believe there is a restriction on the amount of 
stock that any particular railroad can own—33'/^ percent of the shares 
of common stock. 

Mr. KuTKENDAu:,. Is there a line forming by the railroads to buy 
stock in passenger service ? 

Mr. FRIEDEL. If you give passengers improved service like the Metro- 
liner which has increased patronage 46 pei'cent, it will show that there 
is a need for a modern railroad system. 

Mr. Adams ? 
Mr. ADAMS. Mr. Secretary, it is a pleasure to see you here. Many of 

us have been waiting a long time for this day to come and I want to 
congratulate you for putting the proposal together. We are very 
pleased and hope something can be i"eix>rted out. 

Many of us over the last year have viewed this and we have dis- 
cussed before sort of a three-legged stool. You had to do sometliing 
about the discontinuances. I understand in S. 370f> there is a mora- 
torium in order to stop the going out of business of all of the pas- 
senger trains and the destruction of roadbeds, trackage, and so on, 
is that correct ? 

Secretary VOIJPE. The moratorium would M-ork as follows: those 
railroads who decide not to contract with the Corporation would not 
be able to discontinue any passenger trains until January 1. 1975. 
Those who do contract with the Corporation would be relieved com- 
pletely of their responsibility for providing intercity passanger serv- 
ice, and the Corporation would be required to provide until Januai-y 
1, 197r>, that portion of their service which is included in the basic 
national system designated by the Secretary of Transportation. The 
Corporation would be required to operate trains outside the basic sys- 
tem if Stale or regional authorities agree to share in any deficits 
incurred. 

Mr. ADAMS. The second part of it was giving the ICC more powers 
in terms of control of quality of service growing out of the Southern 
Pacific cases. Is that a portion of S. 3706? I think the Department 
before did support that position. This was in the original bills we 
intrwluced to give the ICC an authority which many of us felt they 
had but which they felt they were lacking. 

Secretary VOLPK. Yes, this is provided for in title VIII of the bill, 
section 801, Adequacy of Service. 

Mr. ADAMS. We would give this authority to the ICC^ both with 
regard to Corporation operations and to tlu^se raili-oads who chose to 
stay in business ? 

Secretary VOLPE. That is correct, and there is a fine of $500 for each 
violation. 

Mr. ADAMS. The third thing was—and I can't remember whether 
representatives of your Department were here at the time—but when 
we were holding hearings earlier we had testimony from one group on 
the designation of additional systems. Mj' remembrance at that time 
was they estimated there are fi,000 passenger cars in the country and 
to i-un a national system about 1,500 or 2,000 would have to be inbuilt 
or refiu'bished. 

This goes back to the question of the chairman. We had var^'ing 
amounts estimated as to what this would cost. I wanted to know the 
basis which you or the other members of your Department had come 
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up with the figures here. They look a little low to me in terras of what 
they said. 

Could you indicate to me whether you have examined that testimony 
and compared it to your studies or on what basis you have arrived at 
these figures. Otherwise, we might want to go a little higher with 
them. 

Secretary VOLPE. Let me say, Congressman, with respect to the scope 
of the basic system, that in the course of preparing this legislative pro- 
posal, we have, to some extent, examined travel demands, and made 
some market analyses. Also, we have developed some information on 
revenues and costs, and some facilities and services have been checked 
by our Federal railroad personnel, but we still need to do a lot more 
work before we attempt to structure this basic national system. 

As for the rolling stock, we believe there are some railroad passen- 
ger cars available today that are not being utilized or fully utilized 
that could be used on runs where we believe there is a substantial de- 
mand for servnces. In some cases, ridership has declined not because 
people generally do not want to ride the train, but because of the 
quality of the car and the quality of the service. 

In other cases, there is just not the ridership potential to justify 
retention of the service. 

So. I would say tliat the $60 million the proposal provides in loan 
guarantees would aid in the purchase of sonic new equipment on those 
runs where a sliowing has been made that the public can and will 
utilize this service, as in the case of the Xew York to Washington 
run. In other case.s existing trains can IK> modernized and updated 
and new equipment would not be required by the Corporation. 

Mr. ADAMS. That is the provision that allows those that have a def- 
icit to pay off their deficit by turning in cars ? 

Secretary Voi.rE. That is correct. 
Mr. ADAMS. I notice you are talking about designating additional 

systems. Many of us are well aware of the problems of the intcreon- 
tmental tiains and we may be down to two times a week or weekend 
service or a variation on that. I gather, without trying to prejudice 
your report, you would try to maintain some type of connection across 
the southern, central and northern part of the United States so tliat 
there would be some psussenger train service left without trying to 
say how many days a week or how many trains or anything like that. 

Settretary VOLPE. AS you indicated, without prejudicing our case, 
we liave to make a report and receive recommendations, but certainly 
that would be our aim. I think it would be fundamental as a matter 
of fact to a basic national system. 

Mr. ADAMS. We are worried about the rights-of-ways disappearing 
and once gone in 10 to 15 years we would be faced with the fact of 
trying to replace them for as a train disappears the tracks are taken 
out. 

Secretary VOLPE. We are aware of the necessity for maintaining 
tliese corridors for transportation purposes whether for railroad or 
some other mode of transportation. It is our hope we can retain tliese 
rights-of-way for transportation whether it be a railroad passenger 
service, or possibly what we are working on riglit now and what I 
thhik you will see used in the future for transcontinental sei-vice and, 
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in some locations, for service from airports into the city, and also for 
intercity  opefations,  and that would  be the tracked  air-cushion 

T^ehicle. 
If these rights-of-way were preserved you would not have to go out 

-and try to obtain new rights-of-way, condemn additional properties, 
«nd so on. 

Mr. ADAMS. Thank you, Mr. Secretary. 
Mr. DEVIXE. I think you have a copy of S. 3706. 
Secretary VOLPE. Yes, I do. 
Mr. DEVINE, I would invite your attention to section 401 (a) (1). Is 

it your intention that each railroad today that operates intercity rail 
passenger service would be assured of being able to enter into a con- 
tract under this particular provision before there is any freeze '^•r 
discontinuance of passenger ti-ains under that amendment? 

Secretary VOLPE. Yes. 
_ Mr. DEVINE. If an amendment were felt needed to clarify that sec- 

tion, would you have any objection ? 
Secretary VOLPE. If it is not clear we have no objection to it. 
Mr. DEVINE. You touch on this at the bottom of page 4 of your for- 

mal statement. I think it is important that this matter be clarified. I 
was impressed by the fact in your statement you say there are just two 
wa> s to go on this. One is the Government subsidy route and the other 
is the Corporation and I appreciate your giving us this very clear 
statement. 

That is all I have Mr. Chairman. 
Mr. FRIEDEL. Mr. Dingell. 
Mr. DINGELL. Mr. Secretary, the airport legislation just enacted by 

the Congress which was signed recently had a statement that the ad- 
ministration was to, within a period of time, approximately one year, 
to submit to Congress a national transportation policy. You are aware 
of that section, are you not ? 

Secretary VOLPE. Yes, I am. 
Mr. DINGELL. Can you tell me how you are progressing toward that 

policy that you have oeen directed to submit to the Congress? 
Secretary VOLPE. Yes, it is an exercise that I can assure you is taxing 

the resources of our Department in many ways. We have placed the 
genei-al direction of this study in the Assistant Secretary for Policy 
anil International Affairs, and naturally he is drawing upon other ele- 
ments of the Department to help develop the report. 

I can tell you that it is a much more gigantic job than I estimated 
originally. It is only four of five words—develop a national transpor- 
tation policy—but when you start to think in terms of the amount of 
comprehensive planning and study that is required to develop a na- 
tional transportation policy, you really have something that is a big, 
but I think, a very, very essential and necessary operation. 

We are coining along and I am hopeful that sometime in the early 
fall wp will have at least the basic outline of such a policy statement, 
and that before the end of the year we will have a completed statement. 

Mr. DINGELL. AS one who has called upon different departments to 
make this kind of study over the years, I would hope, Mr. Secretary, 
if you need additional time you will inform this committee so we can 
extend your opportunities and if you run into any problems I would 
hope you would advise this committee so we could see to it that vour 
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problems were able to be met -with the assistance of the Congress 
rather than vou fighting alone out there in the dark in the agency. 

Secretary VOLFE. I appreciate that comment. 
Mr. DixGELL. I wish to direct my cjuestions to the words "avoidable 

loss" on page 4 of the bill. You will note that following that the 
methodology is dependent upon the report of the Commission dated 
July 16, 1969, entitled "Investigation of Costs of Intercity Rail Pas- 
senger Service." Line 11. I am sorry, I am reading from the House 
bill. I am- 

Secretary VOLPE. Page 3, subsection f, line 16  
Mr. DiNGELL. The Senate bill is the same, lines 6 through 20. Are 

you familiar with the report, Mr. Secretary, that is alluded to at that 
point in the bill, published by the Commission? 

Secretary VOLPE. I am aware of it only as a report and not in detail. 
Mr. DiNOELL. I have some very particular questions I would like to 

ask. If you are not prepared to answer them, I would be happy to 
have you so adivse me and I will submit the questions to you in more 
precise form by letter. You may then submit them for answer at this 
point. 

Mr. Secretary, I understand the Department of Ti'ansportation pro- 
vided the funds for and contracted for the Wyer, Dick Co. to compile 
data for this report. Are you able to tell us the circumstances under 
which this contract was awarded ? 

Secretary VOLPE. I am not. 
Mr. DiNGELL. In fairness I will ask yon to submit that information 

for the record. 
It is my understanding that the original fee was $40,000 plus certain 

travel expenses. However, this was open for negotiation upon comple- 
tion of the study. 

Was a contract ever formally executed and could you tell us when 
and would you submit a copy of the contract, if executed, to this 
committee. 

Secretary VOLPE. I would be happy to. 
Mr. DiNOELL. Can you tell us what the final cost was to the Depart- 

ment of Transportation from Wyer, Dick Co. for completing this 
work? 

Secretary VOLPE. T understand it is less than $40,000. 
Mr. DiNGELL. Were competitive bids requested for this particular 

contract ? 
Secretary VOLPE. We can submit the material to you. Congressman. 
(See letter dated June 20.1970, on p. 77, tliis hearing.) 
Mr. DiNGELL. If competitive bids were not asked for, would vou 

cite what section of the law under which competitive bids were not 
requevSted. 

Secretary VOLPE. I am not talking now about this individual con- 
tract, but engineering and architectural contracts. We have, for 
example, authority in contracting for expert and consultant services 
of this type to undertake to consider various firms and then select the 
best qualified firm, but not on the basis of competitive bids. 

Mr. DiNGELL. If you have the authority to do it without competitive 
bids, I will be more than happy to receive a statement as to the grounds 
on which you waived competitive bids. 

(See letter dated June 26, 1970, on p. 77, this hearing.) 
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^[r. DiNDEU.. Was any siitdy made of the Wyer, Dick Co. before 
tliey were rctsiined to make tlie study in question ? I understand they, at 
tlie' time, were involved in tlie study under retainer by two of the 
eight railroads, Union Pacific and Missouri Pacific. Are you aware of 
that fact? 

Secretary VOLPE. I would not be aware of the details of that part 
of the operation of the administration that contracted with this 
organization. 

Mr. DiNGELL. I recognize you don't have knowledge about this spe- 
cific matter, but, I am apprehensive. How can we consider a firm which 
is under contract to two of the railroads involved as having a com- 
letely unbiased viewpoint ? It strikes me this is a rather obvious con- 
flict of interest. 

Are you able to make some comment on that at this time? 
Secretary VOLPE. Based on what you have said I would look at it 

very closely and I will certainly give you a complete explanation of 
it so I can satisfy you and myself, too. 

Mr. DiNGELL. I understiind they had been under contract by at least 
seven of the eight railroads involved and I would like to have your 
comments as to the objectivity of the study based upon tliat kind of 
intimate relationship. 

(See letter dated June 26,1970, on p. 77, this hearing.) 
^Ir. DixGELL. I have other que-stions, Mr. Chairman, but I will be 

happy to defer. 
Mr. KuYKENDALL. It is very good to have you with us, Mr. 

Secretary. 
In layman's terms, let's take this step by step. A particular passenger 

route by a railroad is losing money. They choose by a certam date to 
go sign the contract with the Corporation. Is this correct ? 

Secretary VOLPE. Yes, sir. 
Mr. KiXYKEXDALL. Will there be a separate contract for every route, 

or does a railroad sigii a blanket contract with the Corporation? 
Secretary VOLPE. The railroad would sign a contract with the Cor- 

poration to obtain relief from its entire responsibility for the provi- 
sion of intercity rail passenger service. 

ilr. KuYKENDALL. May a railroad maintain on its own without any 
participation with the Corporation a prolitahle route and turn an 
unprofitable route over to the Corporation for the partnersiiip ? 

Secretary VOLPE. It would not l)e able to do so. 
Mr. KTJ YKENUALL. In other words, it is all or nothing ? 
Secretary VOLPE. Yes, sir. 
Mr. KuYKENDALL. Why is it, Mr. Secretai-j', that there are no pro- 

visions in the legislation for the Corporation to discontinue? Am I 
correct in saying there are no provisions for the Corporation to dis- 
continue before l!)7o i 

Secretary VOLPE. Yes, in structing the basic national system, we 
ran include those trains that we believe are viable, that can he made 
to attract passengers—even though in some cases today they might not 
be profitable—and exclude other trains that we feel are either duplica- 
tive or which we believe just never will be able to operate except at a 
great deficit. 

."^o, in the process of establishing the basic national system, essen- 
tially, the Secretary of Transportation is given the authority to discon- 
tinue trains. 
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Mr. KuYKENDALL. Realistically, are you not convinced right now 
that we will notice some of these routes are unsavable dogs at the end 
of 18 months. 

Secretary VOLPE. That is a question of judgment. I would say it 
probably would be less than 5 years, but it could be somewhat more 
than 18 months. 

Mr. KuvKEXDALL. Would you object to proper language if proper 
language could be arrived at to allow your good judgment and the 
good judgment of the corporation to prevail before 5 years? I don't 
like the idea of co\ering losses for that long if we notice something is 
& dog at the end of 18 months. 

Secretary VOLPE. I would leave that to the House of Repre- 
sentatives. 

ifr.  KuYKEXDALL. You would not object to proper language in 
this area ? 

.Sprretai-y Voi.PE. I would not. 
Mr. KrYKENDAi.i,. In tlie matter of the appointment of the Board, 

would 3'ou anticipate that at the time that public ownei-ship Ijecame 
over half—hopefully, it will—I don't think they will be knocking 
down the doors of the stock market to buy this Corporation on the 
front end, but let's hoj^e that we do well, and that the Board can be over 
half private ownerehip within a few years. I mean the Corporation. 

Do you not anticipate at that time thaj the stockholders should be 
allowed to appoint a majority of the Board ? 

Secretary VOLPK. I tiiink tliat is a good point. T think it is one that 
perhaps tlie committee should consider. Tlie only point I would make 
to you, Congressman, is that althougli in a true sense tliis is a non- 
Federal entity, nevertheless, about a tliird or more of its initial capi- 
talization will be Federal funds and I think you could make a case 
tlie other wa\'. But you are more or less placing it in the context of 
after a few years have gone by  

Mr. KuYKENDAix. Pcrmissive amendement legislation. 
Secretary VOLPE (continuing). That would indicate the desirability 

of having more private direc-tors than director's appointed by the 
President. 

Mr. KuTKENDALL. In the questions of the many millions of dollars 
of payments to be made to the railroads by the corporations and let's 
assume there is enough compulsion in here that the railroads will com- 
ply and it is not intended by tlie bill that they will not comply—I know 
you do not wish that the railroads where their statements look so bad 
suffer from a financial vieAvpoint here by this large payment to the 
Corjioration. How do you feel about this ? 

Secretary VOLPE. That is the reason tliat we provided for the $75 
million of financial assistance in section 701 because we know in some 
cases it would be impossible without breaking completely their cash 
position for railroads to pay the Corjjoration in cash, and in some cases 
they might not have the type of equipment that the Corporation woidd 
want. 

We don't want the Corporation to have to take over a bunch of 60- 
vear-old cars. The $7.5 million loan provision was included to permit the 
Secretary to assist on a short-term basis those railroads that could not 
provide either cash or the kind of physical assets that the Corporation 
would care to have. 
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Mr. KDYKENDALL. DO you anticipate the railroads would have any 
trouble expensing this payment with the Internal Revenue Service ? 

Secretary VOLPE. The financial experts—and I do not have too many 
of those, but enough, I will just hazard a guess if I may—I don't think 
•we could answer that with a direct yes or no. There is some question 
about it. 

Mr. KuYKENDALL. Can this Corporation go into futuristic ground 
transportation within its original charter, congressional mandate ? 

Secretary VOLPE. By way of other forms of transportation ? 
Mr. KuTKENDALL. In other words, can this Corporation get into 

production or are they limited to the passenger-carrying type of 
vehicle and that alone ? 

Secretarj' VOLPE. I think that the language as now drawn would 
probably allow them to get mto an operation of a vehicle that some 
people might not call a railroad or railroad train and might not ride on 
a steel rail. My coun.sel tells me he believes there is sufficient latitude 
here that they might undertake this. 

Mr. KuYKENDALL. The self-propelled pa.ssenger car would probably 
fall in this category, is that correct ? 

Secretary VOLPE. Yes. 
Mr. KuYKEXDALL. "Wliere the propulsion and passenger seats are in 

tlie same vehicle. 
Secretai-y VOLPE. Yes. 
Mr. KuYKENDALL. Wlieu I first rode the Metroliner, half of the trip 

was smooth and half was rough. We notice the problem of tracks used 
every day by big freight curs. No matter how the railroads try tliat 
Big John freiglit train is going to beat up the tracks for passenger 
concerns. 

Therefore, what would be the view of the Corporation with respect 
to the tracks ? 

Secretary VOLPE. They would work this out witli the railroads. In 
some cases, they would contract with the railroads to provide a serv- 
ice if they felt that that railroad was capable of and would give the 
proper attention to it. They also would contract for maintenance. 

Tnere are other cases where they might undertake this on their own. 
I would hope that in most cases they would be able to contract with 
railroads for the operation of the trains that we would specify as well 
as for the maintenance of rights-of-way. 

As for your Metroliner example, I might say that it is well over a 
half that is now fairly smooth as distinguished from about half when 
you last rode it. 

Mr. Ktn-KEXDALL. Mr. Chairman, I think this is terribly important. 
What leverage do we have here to give the Corporation the power 
to see that they have good tracks ? 

Secretary ^'OLPE. I think the Corporation will be like any other 
corporation. It will either flounder on the rocks because it provides 
poor service or it will prosper because it provides a better mousetrap. 
The only way it will make a go of it is to provide a better mousetrap. 

Mr. DiNGELL. Mr. Chairman, I will submit a letter to the Secretary 
as I had indicated requesting answei-s and I would like to have the 
record kept open for receiving both a copy of my letter to the Secre- 
tary and a copy of the Secretary's response. 
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Mr. Secretary, I realize I have effectively created a problem which- 
you could not be fully prepared for this morning. 

I would like to ask just this. Can you tell us what Department of 
Transportation staff participitation was given in the stuay to which 
we are alluding? 

Secretary VOLPE. The one you referred to earlier ? 
Mr. DiNGELL. The one mentioned in the ligislation. I understand 

there was only one staff member of DOT who participaated in this and 
he was a GS-7 in his first year out of college and that he participated 
for only 15 days over a period of 15 months. 

Secretary VOLPE. I would doubt seriously that any report coming 
out of our shop or any of our administrations, particularly the Federal 
Railroad Administration, would receive that kind of a cursory look at 
such a low level. This was under the Federal Railroad Admimstration 
and it would certainly have had the eyes and attention of either the 
Administrator himself or certainly his Deputy Acbninistrator. We 
can also give that to vou in the letter in reply. 

Mr. DiNGELL. I will submit a ftill list of questions. 
Am I correct in my assumption that this bill applies only to inter- 

city rail service and not commuter service ? 
Secretary VOLPE. That is correct. 
(The following letter was received for the record:) 

DEPARTMENT OF TBANSPOKTATION, 
OFFICE OF THE SECRETABY, 

WABHINOTON, D.C, Jun<: 26, J970. 
Hon. JOHN DINGELL, 
Bouse of Representativet, 
Washington, D.C. 

DEAR MR. DINGELL: Your letter of June 2, 1970. set forth a number of ques- 
tions pertaining to the participation of the Deiwrtment in the rei>ort .-ind study 
conducted and publishetl liy the Interstate Commerce Commission dated July 16, 
1970, entitled, "Investigation of Costs of Intercity Passenger Trains". 

Wyer, Dick, and Company, the contractor involved in your inquiry, was 
selected to perform the assigned contract prior to the time I took office. The 
contractor was selected by the former Administrator of the Federal Railroad 
Administration In November 1068 with instructions to start work Immediately 
on the basis that Wyer, Dick, and Company was the best qualified firm to perform 
the work. 

Enclosed are responses to the specific questions rai.scd in your letter of June 2, 
1970. Further details regarding the initial .selection and authorization of the 
contractor to proceed during the year 1968 are described in the enclose<l copy 
of the letter dated December 31, 1069 from Acting Secretary Beggs to Chairman 
Staggers on the same subject. 

Sincerely, 
JOHN A. VOIPE, Secretary. 

Enclosures 

1. Under what cireunistances did the Department contract with Wyer, Dick, 
ond Company for its services in preparation of the aforementioned report? 

Answer: Acting upon recommendations of the Chairman of both the Senate 
and House Committees on Commerce, tlie then Chairman of the ICC requested 
staff support through the former Federal Railroad Administrator. Because of 
staff limitations of a new Agency, the Administrator agreed to provide con- 
tractor assistance as soon as possible after November 1. 1968. The services 
of a contractor were to be used in structuring a study plan (instructions and 
forms) and after data input was received from the participating railroads, the 
contractor would be used to review data for completeness and accuracy and 
assist, where required, in drafting of a preliminary staff report. The contractor 
would work under the direct supervision of the ICC Task Force Chairman. 

46-634—70 6 
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2. What were the provisions of this contract and when was it executed f (Please 
furnish a copy of this contract). 

Answer: The Wyer. Dlok, and Company contract was executed in two parts: 
The Preliminary Contract and Letter Contract. A purchase order In the amount 
of $1,820 was issued to cover services rendered by Wyer, Dicli, and Company 
from November 14 to Deceml>er 12, IOCS. The contractural services con.sisted of 
assisting In the study, design, and preparation of instructions and forms to 
obtain data from the participating carriers. Such forms were mailed Decem- 
ber 12, 1968, and the railroads began submitting completed forms on February 1, 
1969. 

A Letter Contract dated February 11, 1969. was Issued to Wyer, Dick, and 
Company, authorizing the contractor to assist the ICC in determining the 
acceptJiblUty. accuracy, and analysis requirements of data furnished by the 
railroads. Subsequent letter contracts were dated April 4, 1969, May 27, 1969 and 
June 28. 1969. Also enclosed is the final agreement with Wyer, Dick, and 
Company, on the work that was performed. 

3. What was the total expenditure b;/ the Department to Wj/er, Dick, and Com- 
pany pertaining both to seriHees and expenses? 

^Vnswer: The total expenditure by the Federal Railroad Administration, was 
$41,0.51. 

.}.  Who in the Department made the selection- of Wyer. Diet,-, and Company? 
Answer: The former Administrator, Federal Railroad Adminitstration. made 

the selection of Wyer, Dick, and Company. 
.5. Were competitive bids requested xoith regard to these consultant services? 

If not. irhy n-ot! 
Answer: Competitive bids were not reque.sted because of the need to initiate 

and complete the study in the shortest time frame possible. 
6'. What other firms were considered? What was the reason for the selection of 

Wyer. Dick, and Company? 
Answer: Unsolicited pas.senger study projiosuls had been received from the 

firms of A. D. Little. CONSAD Research, R. L. Banks and Assm'iates. Planning 
Resp:irch Corporation, and Wyer. Dick, and Company. Other than Wyer. Dick, 
and Ccimpany the above named firms had placed heavy emphasis on market 
research anal.vsis (demand). 

After reviewing these projiosals, the former Administrator seU»cted Wyer, Dick, 
and Comjiany as the contractor to assist the ICC task force in design of the study 
plan, in data analysis, and in developing jiarts of the preliminary reimrt. 

7. With regard to these firms, teas any consideration given or cheek made as 
to whether such firms were then on retainer to any railroad companies which 
might be included in the study? 

8. Regarding the fact that Wyer, Dick, and Company was on retainer to two 
of the light railroads involved in the study and has pr< viously done work for 
seven of the eight railroads, why was this firm selected in view of such an 
obvious eonfliet of interest? 

After considering all available data—the former FRA Administrator .selected 
Wyer. Dick, and Company as the firm best qualified to [lerforni the work. Wyer. 
Dick, and Company was not involved in the selection of the .study railroads. 
Praiti<-;illy all cx-|)erts engaged in work of these khids perform both private and 
governmental work. Wyer, Dick, and Company was not jtermitted to accompany 
ICf" task force members on insiM'ction trips to the two involved railroad.s, nor 
was the contractor allowed to work indeiK-ndently of the ta.'Jk group. 

Questions had to be addressed such as level of track mainteimnce, require- 
ments for .signals, yard, and mainline tnukago. locomotives and pa.s.senger cars. 
Therefore, it was imiHirfant to select a contractor with a high degree of opera- 
tions orientation, not .iusi financial or accounting exi«'rti.sp. Further, a contractor 
with extensive ex]HTience in "avoidable cost" methodology was needed. Wyer. 
Dick, and Company met these qnaliflcatious, and had i)reviously developed 
studies of this nature for public authority use. 

.">. To what extent did the Department jxivticlpate in this study, it being noted 
in the report that the only represeiitutive of the Federal I'ailroad .Idminisration 
and the Department iras ilr. Daniel if. Collins. 

.\Mswer: This I)i'|>nrtment provided senior administrative support and advice 
throughout the initial phase of the .study, i.e., participating in the .selection of 
the study railroads, of structuring the study plan and developing the ipiestion- 
naire format. The Department was represented in this effort by the Director, 
Oftice of Policy and 1'1,-inning, Federal Railroad Administration and other selected 
senior members of his staff. 
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Continued liaison was also maintained between the two agencies after com- 
pletion of the preliminnry phsise of the contract. The services of Mr. OoUinR were 
used only in the second phase of the contract, e.g., assisting the ICC in data 
tabulation and aualy.sls. 

JO. What icws ilr. Collins' experience with the Department and what was his 
expcriine in the field of rail paitsiiiffi-r scrvifTf 

Answer: Mr. CV)llins has been with the Office of l^olicy ami Planning. Federal 
Railroad Administration, since July, 1968, as Resean-h Assistant and later as 
an Economist. He has a B.A. in Kconomics and is presently working for a Masters 
Degree. One of his prior awiignments was to develop a report on the issue of 
legitimate ixassenger train exiienses and revenues. This reiiuired a thorough re- 
view of railroad and ICC accounting practices and the methods used by various 
state agencies in determining cost allocation formula.^. 

JJ. What tro/t Mr. CollinJi' grade and salary at the time he partieipated in this 
stud II f 

Answer; Mr. Collin.s was a (JS-o, $.5,600 per year, which is the maximiun per- 
mitted for a recent eiillege graduate without prior exiH-ricnce. 

12. Please adriKc the numbir' of munhmirs expended by .Mr. Collins and the 
dale* involved during his participation in. this study. 

Answer: Jlr. Collins worked on this study from the latter part of March 
through the beginning of May liMK). The actual days were March 2.5 and 27: 
April 1. 3. 8, 10, 15, 16. 17. 22, 2;i, 24. and 29, and May 6 and 8. An approximate 
luanliour figure of 120 hours was expended. 

13 Did anyone in the Deparlnu-nt other than Mr. Collins assist in the approval 
of the report eontcnts or in their compilation? 

Answer: The Director, Office of Policy and Planning was api)raisp(l of the 
progress of the study, of the quality of the data input, and of incidental problems 
a.ssociated with data refinement. Xo one in the Department as.sisted in the aj)- 
proval of the staff rejmrt l>efore publication. Mr. Collins' primary respon.sibilit.v 
was to help the ICC staff members In their tabulation of the data. Most of his 
effort was .siient in compiling equipment retirement and (lepre<'lation statistics. 

l-i. Did anyone in the Departnwnt, or in the Federal Railroad .idniivistration, 
other than Mr. Collins, participate in any detailed audit of financial data ••sub- 
mitted by the eight participating railroadsf 

Answer: Most of the detailed audit of data .submitted b.v the stud.v railroads 
was conducted by the ICC task force members. Other than preliminary examina- 
tion of data inputs, no staff member of tlie Department or KIIA was involved in 
the detailed audit of tluancial data. 

(Telegraphic Message) 
DEPARTMENT OP TKANSPOBT.^TTOV. 

FEDEUAL RAILROAD AK.MIXISTRATIOX, 
I-chruary 11, 1970. 

WYER, DICK & Co. 
Transportation Consultants, 
Upper Montclair, X.J. 
I .\ttn. .\Ir. Charles C. Shannon, President). 

Peniiing negotiations of a formal contract, you are authorized to procewl with 
the work to perform the necessar.v re.search on a study for the '"Determination of 
Net Avoidable Kxiiense (Avoidable Expenses minus Revenues) of intercity rail 
passenger service for nine selected railroads". It is the intent of the government 
to enter into a cost-reimbursement contract. Liability of the government limited 
to if 11.000, iH'nding execution of a contract This telegram, accepting your pro- 
posal and the formal contract to be negotiated, will be subject to the provisions 
as rt>quired by the Federal Procurement Regulations, including unllmittHl rights 
by the government to all data developed under this contract. This contract will 
l>e identified by number DOT-FR-9-0036. Please wire acceptance stating the 
acoeptanc-e date. Send your wire to: Department of Transportation, Federal Rail- 
road Administration. 

RonEBT L. SiKES, Contracting Officer. 

AOREEMENT 

Wyer, Dick & Company, 2.50 Bellevue Avenue, Upper Montclair. \..T. 07043, 
hereinafter referred to as the c-ontractor and, the Federal Railroad Administra- 
tion, hereinafter referred to as the Government agreed; that, the Contractor 
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would perform the necessary research on a study for the, "Determination of Net 
Avoidable Expenses", (avoidable expenses minus revenues) of intercity rait 
passenger service for a number of railroads. The work to be ijerfonned by the con- 
tractor would be in accordance with the contractor's proposal dated January 22. 
1969. The Government on February 11, 1969, sent the contractor a tele^am, 
autborizini: the contractor to proceed with the worii stated above on a cost reim- 
bur.sement basis pending negotiation of a formal contract. The formal agreement 
would be subject to the Federal Procurement Regulations and General Provi- 
sions dated Septeml>er 1969 (attached). 

The Contractor agreed to furnish the necessary facilities, materials, profes- 
sional personnel and such other services as required to assist iu conducting a 
study and/or survey, pursuant to the foregoing, and rendered tlie following 
services: 

1. Assisted in conducting a study to cover eight selected railroads. The Con- 
tractor provided professional assistance to the staff taslv force, which was com- 
prised of representatives of the Interstate Commerce Commission, (ICC) State 
regulatory agencies, the FRA, rail labor and others, herein referred to as the 
Committee in developing the necessary proceilures and requests for data to be 
furnished by the railroads. 

2. Upon receipt of the basic information from the carriers involved under Part 
I of "Investigation of the C-osts of Intercity Rail Passenger Service" revised De- 
cember 1.S, 1968, by the ICC, Contractor reviewed the data with the Committee 
and provided professional assistance in analyzing the data as to reasonablenc^JS 
and provided technical advice and assistance to the staff task force in the follow- 
ing areas: 

I. Description of Intercity Passenger Operations 
II. Oiieration Plan for Eliminating All Intercity Passenger Service 

III. New Avoidable Expenses of Intercity Passenger Service 
3. When the data in connections with Item 2, al)Ove was received and analyzed, 

the contractor assisted the staff task force to overcome all deficiencies found in 
the carriers projjosals. Some of this work was accomplished in Washington, but 
a substantial part of it was require*! at investigations and meetings at the rail- 
road company's headquarters and passenger facilities. The Contractor attended 
meetings with six investigations and meetings with the Union Pacific, and the 
Mis.souri Pacific railroads. 

4. After Uie basic information has been finalized, the Contractor assisted the 
Committee in a complete analysis of the data. 

."). With the comi)letion of such analysis, the Contractor provided assistance in 
drafting tho.se ijortions of the report related in Part I Sectionse I, II. and III 
describetl in Item 2 and was required to provide limited assistance in connection 
with Part II, "Other Cost Questions Relating to Intercity Passenger Ser\-ice." 

Period of Performance: All work specified herein, including the submission of 
the approved final rejiort, was completed on or before .July .SI. 19(59. 

Consideration and payment: Upon final negotiation of the terms and condi- 
tions of the contract, the Government and the Contractor agreed that: 

The Contractor shall be paid for the work and/or services to be performed 
under this contract in accordance with the following provisions: 

A. naily Labor Rates: The amounts computed by multiplying the appropriate 
rate, or rates, set forth below by the numlier of direct lalsor days performefl, such 
rates shall include wages, employee fringe and pension b<'nefit expense, general 
oi>erating overhead, and profits. Fractional parts of a day shall be payable on a 
prorated basis. Vouchers were submitted once each month to the Contracting 
Officer or his designee. The contractor did substantiate vouchers by evidence of 
actual payment and by individual daily job timecards, and such other substan- 
tiation approved by the Contracting OfiBcer. Promptly after receipt of each sub- 
stantiated voucher, the Government shall, except as otherwise provided in this 
agreement, and subject to the provisions of (1) below, make payment thereon as 
approved by the Contracting Officer. The total labor cost will not exceed the 
total estimated amount of $34,274.(X). 

1. Laior 
Category M/D BtUmated M/D cost 

A. Chairman       ^.SOO. (W» 
B. President and executive vice president        27.5.00 
C. Vice  presidents        27.5. 00 
D. Vice  presidents        200.00 
E. Others          150.00 

Total estimated amount not to exceed $34,274.00 
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B. Travel and Per Diem: The Government shall reimburse the Contractor for 
travel expenses incurred by the Contractor exclusively in direct performance of 
fhls a^eement. However, reimbursement for transportation shall not exceed the 
cost of the most direct route of first class air travel or first class rail travel, if 
economy or tourist fare accommodations cannot be obtained. Per diem shall not 
exceed $35.00 per day. Transportation by privately owned automobile was reim- 
bursed at a rate not to exceed $0.10 per mile in lieu of actual costs. Travel and 
per diem c-osts shall not exceed tl»e total estimated amount of $4,828.02. 

C. Communication: The Government will reimburse the Contractor for com- 
munication expenses incurred by the Contractor exclusively In direct performance 
of thLs agreement. Communication esjienses which shall not exceed the total esti- 
mated amount of $123.(54. 

WTEK, DICK & Co. 
By: 0. C. SHANNON, President. 

FINAi  BEUSASE 

"Whereas the United States of America represented by a Contracting Oflicer of 
the Federal Railroad Administration, Deiwrtnient of Transportation (hereinafter 
referred to as the "Government"), did requested and authorize by telegram of 
2-11-60, Wyer, Dick and Company 250 Belleview Avenue, Upper Montclair, New 
Jersey (hereinafter referred to as the -'Contractor" to commence a study to be 
titled". "Investigation of Cost of Intercity Rail Pas.senger Service," pursuant to 
the Contractor's proposal of January 22, 19C9, entitled a "Determination of Net 
Avoidable Expenses (Avoidable Expenses Minus Revenues) of Intercity Rail 
Passenger. Service for Nine Selected Railroads" ; 

Whereas the Contractor by telegram of 2-14-69, did agree to perform the work 
n.s authorized by the Government's telegram of 2-11-69; 

Wiiereas the Contractor did satisfactorily perform the work requested, as 
evidenced by the submission to. and acceptance by, the Government of a report 
entitled "Investigation of Cost of Intercity Rail Passenger Service"; 

Whereas the Government has agreed to pay the Contractor in accordance with 
the attached agreement for the work performed; 

Whereas it has been determined that the total amount due the Contractor is 
thirty-nine thousand, two hundred and twenty-flve dollars and sixty-six centa 
($39,225.66) ; 

Whereas, the Government has paid to the Contractor the sum of $29,196.87: 
Now therefore 

The Government and the Contractor agree as follows: 
Upon final payment by the Government to the Contractor of the balance due 

of ten thousand, twenty-eight dollars and seventy-nine cents ($10,028.79), the 
contractor does hereby release and discharge the Government, its oflBcers, agents, 
and employees from any and all liabilities arising out of the transaction described 
herein above with Wyer, Dick and Company. 

In Witness Whereof, this release has been executed this 14th day of May, 1970. 
WTEB, DICK & Co., 

By C. O. SHANNON, President. 

CEBTIFICATE 

I. Samnel T. Cooke. certify that I am the Secretary of the Wyer. Dick and Co. 
and that C. C. Shannon, Pres., who signed this release on behalf of said corpora- 
tion ; that isaid relea.se was duly signed for and in behalf of said corporation by 
antliority of its governing body and is within the scope of its corporate powers. 

Witness may hand and the seal of said corporation this 14th day of May, 1070. 
[Seal] By SAMUEL T. COOKE, Secretarii. 

DEPARTMEXT OP TRAXSPORTATTON, 
Washington, D.C., December 31,19G9. 

Hon. HARLEY O. STAGOERS. 
Chairman, Sprrinl f!iil)rommittee on Invcstifiations of the Committee on Inter- 

state and Forrifin Commerce, Bouse of Representatirrs, Washinqton. T).C. 
DEAR MR. CHAiRitAN : This i.i in reply to your request of November fi. lOfiO. for 

an evaluation of a contract awarded bv the Federal Railroad Administration 
(FRA). Denartment of Transportation (DOT), to Wyer, Dick & Co., Upper Mont- 

•clair. New Jerse.v. 
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Our evaluation disclosed deflciencies In the award and administration of the 
Wyer, Dick & Co. letter contract and purchase order, particularly the informal 
and undocumented procedure for the selection of the contractor, the authorization 
to commence work without a written contract, and the delay in formalizing the 
contractual arrangement. These deflcienices, which did not negate a binding 
contractual relationship with \Vyer, Dick & Co., were brought to the attention 
of the Federal Railroad Administrator, and .steps will be taken to prevent their 
recurrence. 

The following comments relate to the specific questions raised in your letter: 
1. Involvement of FRA 

a. In response to a recommendation by Senator Warren G. Magnuson, Chair- 
man, Committee on Commerce, U.S. Senate, the Interstate Commerce Commission 
(ICO) solicited staff participation of the FRA in a study of costs of intercity rail 
passenger service. The study by ICC was oflScially requested by the Chairman's 
letter dated October 8,1968. 

Since FRA could not supply full-time staff assistance, the former Administra- 
tor, FRA, suggested the use of an outside consultant as an alternative. The 
current Administrator. FRA, stated that FRA wa.s requested by the Senate Com- 
merce Committee Staff to provide funds for such consultant assistance because 
ICC did not have funds available. 

b. In addition to providing fimds for a consultant, FRA also ftimished (1) 
professional advice in structuring the study plan and approach. (2) a research 
assistant for 1.5 days to assist in compilation of data, and (3) assistance In obtain- 
ing estimates of the cost of new passenger equipment, 
2. Selection of Consultant Contractor 

a. After agreement with ICC in November 1968. that FRA would hire a con- 
sultant to participate in the study, the former Administrator, FRA. selected 
Wyer, Dick & Co. as the Arm best qualified to perform the work. Other contractors 
which were identified as having been considered w-ere R. L. Banks and Asso- 
ciates ; A. D. Little, Inc.; Planning Research Corporation; and CONSAD— 
Research Corporation. 

1). Although the contract flies indicate that the contractor was selected on the 
basis of "sole source," the former Administrator, FRA, recently indicated that 
the selection of Wyer, Dick & Co. was based on his experience and i)ersonal 
knowledge of consultant firms competent to work in this study area, and his 
discussions with the specific consultants mentioned above. 

c. The former Administrator, FRA, further indicated that Wyer, Dick & Co. 
was selected in Novi^inber 1968 with instructions to start work immediately and 
continue throxighoul the study period. The contractual instruments covering 
the Contractor's jierformance from this date were delayed as discussed in para- 
graphs 5 and 6 below. 
3. Independence of the Contractor 

a. Wyer, Dick & Co. was, and still is under retainer to the Union Pacific Rail- 
road Company, and also continues to serve as consultants to Missouri Pacific 
Railroad Company in a litigation case. Both of those Railroads were selected 
for review in the study. 

b. However, the FRC and ICC advised that Wyer, Dick & Co. was not Involved 
in the selection of the railroads to be studied and did not accompany the ICC 
Task Force on field trips to these railroads. 

c. The American As.sociation of Railroad Superintendents (AARS) is reported 
to \ie a professional group and not a i>olicy-making group, such as the A.SNOciatlon 
of Americnn Railroads. Al.so, there is no indication of an organizational connection 
between these two A.«sf>ciations. Essentially, Mr. Shannon's (President of AVyer. 
Dick & Co.) membership in the AARS was indicated as helping to keep him 
abreast of latest operating procedures and techniques. B.T.spd upon the informa- 
tion ava liable, there is no evidence of a conflict of interest between his membership 
in AARS and his firm's i>articipation in the stud.v. 

d. Wyer, Dick & Co. w!is considered knowledgeable in .ivoidable cost study 
methods because of its jtarticipalion in a previous avoidable cost study of the 
Erie I-jickawanna Railroad. 

p. Regarding the Contractor's general working relationships during the study, 
the ICC has advised that W.ver. Dick & Co. worko<l under the direction of tlie 
Task Force Chairman at all times and was used only to complement the work of 
other Individuals or associations engaged by the Commission. 
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4. Herviceii of the Contractor. 
a. The sijecific services performetl by the Contrnetor included (1) evahiatidii of 

the feasibility of the railroads" proposed operating plans before ami after fes.sjition 
of passenger service, (2) analysis of cost datii, (3) iMrticijMition in five field 
trips and (4) assistance in outlining and drafting the preliminary staff report 
These services were consistent with the contractual scope of work, as subsetjuently 
confirmed by the Contracting Offlc-er. 

b. The determination of retiuired services was apparently made prior to the 
issuant* of the contractual commitment as indicated in a letter dated January 22, 
15K5!). This letter was based on discussions with FUA and ICC, and outlined the 
Company's jiroposal for assisting FUA and ICC in evaluating and analyzing; the 
data submitted by the railroads, including the need for field trips to selected 
railroads. 

c. Although no documentation exists, the indications are that the former 
Administrator, FRA. determined that the services of the Comijaiiy's President, 
Mr. Shannon, were neces.sary for the study, based uiwn the latter's particiitation 
in an avoidable cost study of the lOrie LacIia\^'auna Railroad and his strong 
<il>erating background. 

5. Terms of the Contract 
a. We found that the letter contract dated Febniary 11. 1!)(5.'), was not prom|)tly 

sur)ersede<l by a formal contract, even though all services had been completed. 
The lack of adequate staffing and other priority matters were the principal 
reasons for this adverse situation. 

b. Although the letter contract dated February 11. 1969, does not refle<-t all of 
the requirements of the Federal Procurement Regulations (B'RA) (e.g., definitive 
c-<jntract provisions. jKiynient and reinibur.senicnt niethiKl.-;). the DOT General 
Coun.sel has determine<l that a contract was entered into under statutory autlior- 
ity by an authorized Contracting Officer, in a form aulliorized by the FPU, and, 
therefore, the Government is bound to tlie terms of .the instrument. 

c. As required by FPR 1-3.40S, the letter contract originally spccitied the 
nmxiravam liability of the Government as .fll.fXIO which was well l)elow .">(» |K nent 
of the total e.stimated cost level (i.e.. ."S.'{0.4(X») recommended by the FPR. lit • au.se 
of the delays in negotiating a formal contract for the reasons discussed above, 
it was necessary to rai.se the limit consistent with the performance of work which 
was proceeding on schedule. 

d. The General Coun.sel advises that there is no limitation on the daily rates 
which may be paid, by the Government to an organization of ex|)erts and cimsul- 
tants. The per diem comiK>nsation limitation of .5 L'.S.C. S.310!) is applicable only 
to contracts with individuals [26 Comp. Con 188 (1946) ; 26 Comp. Gen. 442 
(15)46)]. 

e. Also, we are informed by General Counsel that there is no prohibition against 
Governiuent reimbursement to the contractor of its actual exi>en.ses of reasonable 
travel and subsistence, nor any requirement for a specified per diem rate or 
maximum amount. The Contracting Officer nevertheless exijects to negotiate a 
maximum daily travel amount of .f;i."> with the contractor. 

6. Status of PreHminary Contract 
a. A purchase order in the amount of $1,826.00 was issued to My»r. Pick & 

Co. on February 4, 1969, to cover servicvs rendered during the i)eriod from 
November 14 to December 12, 1968. The reason for the retroactive contractual 
coverage of work performed, was apparently attributable to the lack of official 
notification from tlie formed Administrator FRA, to the Contracting Offlivr at 
the time the work was authorized. The contractual .services consisted of assisting 
in the prepartion of instructions and forms to obtain data from the eight selected 
railroads. The forms were mailed December 12, 1968, and the railroails began 
submitting completed forms on February 1,1!)69. 

b. The work under this purchase order was completed on De<:ember 12. 1068, 
and final payment of $1,.S26 was made on February 18, 1969. We audited the 
Contractor's claim.s for these services and found them acceptable. 
7. Evaluation of Contractor's Performance 

a. The Contractor was a meml)er of the ICC Task Force which determined the 
acceptability, accuracy, and anal.ysi8 requirements of data furnished by the rail- 
roads. The Contractor also a.ssisted in ovttlining and drafting the prdinuuary 
staff report 

b. The current Administrator. FRA. has determined that the technical eonclu- 
sionti contributed by the Contractor were sound. 
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•8. Audit of Letter Contract 
a. We tad a special au<Uit performed of amouwts billed ($39,225.66) by the 

'Conitpaobor for services rendered imder *he letter contract daited February 11, 
1969. The Oontraotor bad been paid $29,196.87 of the amount billed. 

I). The Ocmtractor'8 biUings were prepared on a time-and-maiterlals basis whicli 
was approved by the Comtraobuig Officer, and is consistent with the method of 
payment in the Oontraotor's proposal dated January 22, 1969, and 'the method 
used by the Oontraotor in billing other customers. 

c. The auditors que^oned $1,284.35 representing billings antedating the letter 
contract. In addition, the auditors naised questions regarding the scene of the 

•contractor's auithorlzed work and the reasonableness of the personal compensa- 
tion component of the billing ra'tes. Final audit approval reflected the Oontra<?ting 
Officer's study and affirmative decisions on 'these two matters. 

We will be pleased to fumiish any additional information ithalt may be re- 
quired. 

Sincerely, JAMES M. BEGOS, Acting Secretary. 

Mr. FRIEDEL. Mr. Secretary, in your statement you said the Metro- 
liner has increased patronage around 46 percent? 

Secretary VOLPE. The total number of passengers carried between 
New York and Washington increased that much m 1 year. The Metro- 
liner carried about 1 million passengers last year. That was the reason 
for most of the increase. 

Mv. FRIEDEL. Have you received any financial reports on whether it 
is now making money or losing money ? 

Secretary VOLPE. That particular arrangement, I think, with the 
amount of money they have had to spend for maintenance and the prob- 
lem they had with the cars, I am sure, is still not making any money. 

Mr. FRIEDEL. If there are no other questions, thank you very, very 
mucli. Mr. Secretary. You always make a fine witness and enlighten the 
committee. 

Secretary VOLPE. I am delighted to have participated in this hear- 
ing. 

(Tlie following letter was received for the record:) 
DEPARTMENT OF TRANSPORTATION, 

OmoE OP THE SEOREH-ARY, 
Washington, D.C., June 18,1970. 

Hon. SAMUEL N. FRIEOEI,, 
•Chairman, Subcommittee on Surface Transportation, Committee on Interstate 

and Foreign Commerce, House of Representatives, Washington, D.C. 
DEAR MR. CH.UHMAN : I understand that your subcommittee has scheduled S. 

.^7(K5. the proposed "Rail Passenger Service Act of 1970" for executive session on 
•Thur.sUay morning, June 18, 1970. We have received copies of various amendments 
which we understand are being proposed to the subcommittee. I would like to 
submit to you my views with respect to those amendments which we have seen. 
Section 201. Desiffnation of System. 

The National Association of State Regulatory CommLssions (NARUC) proposes 
that the Secretary be required to consult with state representatives in preparing 
his report and recommendations for the national rail passenger system. 

While I would not like to see the Secretary of Transportation burdened with a 
requirement that he consult with all 50 state governments, I would have no 
objection to a provision requiring some consultation with state governors in con- 
nection with his preparation of the preliminary report and recommendations. For 
exam|)le line 7 of page 4 could be amended to insert after the comma after the 
word "departments" the following "and, as appropriate, the governors of the 
several states." 
Section 202. Review of the Basle System. 

Labor proposes that language be inserted after the word "Secretary" on line 
21 of iKige 5 to provide for consultation by the Secretary with labor organizations 
in con.sidering the Interstate Commerce Commission comments on the proposed 
system. 

I would be opposed to this proposal. I do not believe that labor representatives 
should be singled out for consultation bv the Secretary in connection with the 
Interstate Commerce Commission comments on the proposed basic system. 
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TITI,^  m. CREATION   OF  A  BAIL PAS8ENGEB   CWBPORATIOW 

Section 303. Directors and Officers. 
Labor recommends that language be inserted after the word "representative" 

on lines 22 and 23 of page 7 to provide for representation on the board by an 
employee representative. NARUC also proposes that one of the board members 
appointed by the President be a state representative . 

We must not forget that this Corporation is intended to be a private profit- 
making common carrier within the meaning of section 1(3) of the Interstate 
Commerce Act. and that to the maximum extent practicable, representation on 
the board should be directed toward successful private common carrier operations 
rather than representation of particular interest groups. While I have not ex- 
pressed objection to the present language providing for one consumer represent- 
ative, for the reason noted above I would be strongly opposed to any enlargement 
of this concept of placing particular interest groups on the board. 
Section 305. Oeneral Powers of the Corporation. 

The Association of American Railroads proposes that lines 20 through 23 of 
page 12 be revised to make clear that the Corporation's authority to carry mail 
and express is not plenary but is incidental to its authority to carry passengers. 

We have no objection to this clarification. 
Labor proposes that the second sentence of the section beginning on line 1 of 

page 13 be amended to read as follows: 
"The Corporation shall rely upon railroads to provide the employees neces- 

sary to the operation and maintenance of its passenger trains and to the 
performance of all services and work Incidental thereto." 

I would be opposed to this amendment. It is true that the bulk of tlie labor 
costs connected with passenger operations involve crews and that the present 
language of the section provides for the use of crews. I would be opposed to any 
enlargement of this concept, however, to reach all maintenance and shop work. 
It is expected that the Corporation will for the most part use carrier shops and 
maintenance facilities. It .•should not be required at all times to do so. however. 
I do not believe that the Corporation should be burdened with all of the e- isting 
practices and requirements of the carriers. I think it would be too severe a burden 
given its slender resources. Accordingly, I would oppose the amendment. 
Section 306. ApplicabUity of the Interstate Commerce Act anil Other Laiw. 

Labor proposes that sul>sectlon (b) of section 306 be revised to spell out more 
clearly those particular statutes dealing with employee rights and benefits. We 
would have no objection to such more elaborate exposition of the particular 
statutes being referred to in the subsection. 
Section 307. Sanctions. 

Labor proposes that subsection (a) of section 307 be amended to make sanctions 
available not only against the Corporation but against all railroads. It also 
proposes that any person adversely affected or grieved, including employee 
representatives, be permitted to seek relief. 

Sanctions are normally imposed by the Government. Consequently, I would be 
opposed to permitting "any person" to seek enforcement of section 307. I would 
have no objection, however, if the section were revised to permit employee 
representatives, as well as employees adversely affected, to seek equitable relief. 

With respect to Inclusion of all railroads within the reach of the section, it 
should be noted that existing statutes apply to them. To an extent the Corporation 
Is exempt from such statutes or .st^itiitory requirements. Consequently. I am not 
sure that it would be necessary to mal^e sanctions applicable to any raUroad. 
This is particularly so here where .such sanctions expressly reach "any action, 
practice, or policy." The Corporation has a qunsi-pnl)lip cliaracter in many re- 
spects and the scope of the sanctions with respect to it is appropriate. There is no 
comparable situation, however, with respect to railroads generally. 

TnXE  IV. ^PROVISION   OF  RAIL  PASSENGER  SERVICES 

Section 401. Assumption of Passenger Service hp the Corporation; Commence- 
ment of Opcration-i. 

The Association of American Railroads proposes that paragraph  (1) of sub- 
section (a) of section 401 be revi.sed to make clear that all railroads operating 
intercity rail passenger service must be given the opportunity to contract with 
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the corporation to be relieved of their intercity passenger service responsibilities. 
The revised language is as follows: 

"On or before Marcli 1, 1971, the Corporation is authorized to contract and 
upon written request therefor from a railroad shall tender a contract to 
relieve the railroad, from and after March 1, 1971, of its entire responsibility 
for the provision of intercity rail passenger service. On or after March 1, 
1973, but before .lauuary 1, 1975, the Corporation is authorized to contract 
and upon written retpiest therefor shall tender a contract to relieve the rail- 
road of its entire respon.sibility for the provision of intercity rail passenger 
service and such relief shall become effective uiwn the date on which such 
contract is executed." 

We would have no objection to the proposed paragraph. I would like to suggest 
here that the language on line 22 of page 16 referring to "any other law" be con- 
formed to similar language on lines 1 and 2 of page 14 by in.sertion of the words 
"state or" after the word "any" on line 22 of page 16. Otherwise tie provision 
may be construed later as not being applicable to state law, thereby defeating its 
purpo.se. 

The Association of American Railroads proposes that a new paragraph (B) be 
inserted in lieu of the present paragraph (B) of section 401 (a) (S). The stated 
purpose of the proposal is (1) to clarify that trains outside the basic sy.stem 
connecting designated points within the system would not be included within 
the formula, and (2) to make clear that trains within the system connecting 
nondesignated points to designated points or to other nondesignated points would 
aUso be outside the formula. 

We have no objection with respect to the first aim of the amendment. We oppose 
the second, however. Trains outside the sy.stem were not intended to be covered 
by the formula and the AAR amendment is, accordingly, correct with resjiect to 
them. It is our understanding, however, that all trains within the system, even 
though they may connect intermediate points with designated points or with 
other intermediate points, are intended to be included within the formula. We 
would be strongly opposed therefore to the elimination from the formula of these 
trail!-; within the system. Accordingly, I would suggest that the AAR proposjil be 
revLsi'd as follows: 

"<B). Two hundred percentum of the avoidable loss of the intercity rail 
passenger .service oi)erated by the railroad during the period January 1, 
1969. through December 31,1969, covering all intercity service over the routes 
between tho.se points between which the Secretary, under section 201 and 
202 of Title II of this Act, has specified that intercity pas.senger trains shall 
be operated within the basic system." 

"The AAR also propo.scs that the last sentence of subparagraph 2 of section 
401(a) be deleted and that language be substituted therefore which would give 
carriers the option of (1) taking stock equivalent in par value to their payments 
to the Corporation or (2) treating the amount of the payment as an operating 
expense. In the latter case It is intended that the payment would thereby become 
deductible as an expen.se for tax purpo.ses. The language proposed is as follows: 

"Such payments shall be treated by the railroad as railway operating ex- 
penses in the year in which made unless, by notice in writing to the Corpora- 
tion within thirty days after execution of a contract with the Corporation 
pursuant to this .section, the railroad elects to receive common stock of the 
Corporation in an amount equivalent in par value to its payments, in which 
ea.se such payments shall be treated by the railroad as capital exiienditures." 

We have no objections to the proposed language and would favor its adoption 
by the committee. 
Section 402. FucUlty and Service AgreementK. 

The AAR i)roi)oses that the second sentence of subsection (a) of section be 
amended as follows: 

On page 19, line 22, substitute a comma for the period and add the following 
new Innguage: 

"and the rights of the corporation to such services or to the use of tracks 
or facilities of the railroad or agency under such order or under an order 
iss\ied under paragraph (b) of this section .shall be conditioned upon pa.v- 
nient by the Corporation of the comjiensation fixed by the Commission." 

The .stated purpose of the amendment is to provide carriers with an option to 
stop providing service or facilities in the event payment of the comi>en.sation fixed 
by the Commission is not made. 
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We would have no objection to the adoption of this nmendment. It would be 
unrealistic to expect carriers to incur expenses and to continue to provide services 
in the event that the corporation were unable for any reason to meet its oMi- 
^tions. 
Section 404. T}ixcontlnuanrc of Service. 

The AAK apimrently has alternate amendments projwsed with respect to sec- 
tion 404 (a). The first would simply conform the language of the section to the 
amendment projiosed with respect to section 401 (a) (1). We would liave no 
objection to it. 

The alternate proposed amendment, however, would remove the moratorium 
with respect to discontinuance's and allow all trains outside the basic system to be 
discontinued under section i;!(a) proceedings. 

We would be opiw.sed to this proposal. The moratorium should be preserved. 
Section 405. Protective Arrangements for Employees. 

Labor proposes amendments with respect to employee protective provisions. 
S. 37W5 now provides that the Conwration shall be subject to the employee 
protective provisions of sultsection (b) of section 405 in connection with train 
discontinuances from the basic system. Such protective agreements shall include: 

1. Preservation of rights, privileges and benefits incUuling continuation of ix-n- 
sion rights and benefits to employees under existing collective bargaining 
agreements, 

2. Continuation of collective bargaining right.s, 
3. The protection of individual employees against a worsening of their iMsition. 
4. Assurances of i>riority of reemployment, and 
.5. Paid training and retraining programs. 
It is also provided that such provisions .shall in no event be less beneficial than 

those established pursiwnt to section 5(2) (f) of tlie Interstate Commerce 
Act. 

In my opinion these protective provisions constitute comprehensive protection 
for employees. 

I.alK>r proiwses, among other things, that snbsertion (c) of section 405 be 
revised as follows: 

"(c) After commencement of operations in tlie basic system, the Corpora- 
tion shall provide fair and equitaljle arrangements to protect the interests of 
employees affect(>d by the following discontinuances or cluinges in its services, 
oi)enitions or methods: 

(1) those undertaken pursuant to section 404(b) (2) or (3) of this Act; 
and 

(2) those arising out of structural or personnel reorganizations or con- 
solidations or other changes in the management or operations of its services. 

Such protective arrangements shall include the substantive requirements in 
subsection (b) of this .section, as determined by the Secretary of Labor. The 
certification by the Secretary of Labor that the interest of employees affected 
have received fair and equitable protection from the Corporation shall be a condi- 
tion to such discontinuance or change." 

The proposed amendments appear to raise serious ambiguities which could 
cause an inordinate burden on the Corporation's limited resources in attempting 
to respond to i)ublic service needs. I am opposed to any proposal which places 
additional burdens on the Corporation than those already proposed by the bill. 

I would like to repeat my support for rail pas.senger legislation. I urge prompt 
action by the Committee. My staff and I will be available for consultation in 
connection with any aspects of my comments. 

Due to the limited time available, we have not had the opportunity to obtain 
Bureau of the Budget clearance of tliis letter. 

Sincerely, 
JOHN A. VOLPE, Secretary. 

Mr. FRIEDEL. Oiir next witness is the Honorable George M. Stafford, 
Chairman of the Interstate Commerce Commission. 
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STATEMENT OF HON. GEORGE M. STAFFORD. CHAIRMAN, INTER- 
STATE COMMERCE COMMISSION; ACCOMPANIED BY KENNETH H. 
TUGGLE, COMMISSIONER; EDWARD MARGOLIN, DIRECTOR, BU- 
REAU OF ECONOMICS; AND ROBERT GINNANE, GENERAL 
COUNSEL 

Mr. STAFFORD. Mr. Chairman, to begin, I have with me Chairman 
Tnggle of Division 3, a man who has been with ns for a number of 
years. We also have Mr. Ginnajie, our general counsel, and Mv. Mar- 
golin, who is Director of the Bureau of Economics. 

The commission is always pleased to have the opportunity to ap- 
pear before you—today, we are exceedingly pleased, indeed, because 
the proposals before you offer a means toward a solution to the Na- 
tion's passenger train situation. 

We know full well the hard problem this committee and Congress 
must deal with in this matter, because we share it in full measure. As 
we said when we appeared before you November 17, 1969, the public 
seeks a change in policy—we seek a change in policy—the carriers now 
seek a change in policy. And as evidenced by our mail from Capitol 
Hill, so do many Members of Congress. The only question is what that 
policy shall be. 

Today, legislation is presented for consideration that embodies not 
only a change, but a new direction. We realize that it may not be the 
only solution or even the ideal one, but it would preserve a basic sys- 
tem of intercity rail passenger service, and provide a means for deter- 
mining how much and what kind of service the public really wants 
and is willing to support. The establishment of a unified, national 
system of railroad passenger service as here proposed is a practical 
device for achieving those objectives, and we therefore recommend 
its adoption. 

The two bills before you differ in degree, not substance. Both pro- 
vide for the designation of a basic national rail passenger system and 
the establishment of one or more quasi-public corporations to assume 
the operation of passenger trains no longer sought to be operated by 
the railroads. The railroads contracting with the Corporation or cor- 
porations would be relieved of their responsibilities for rendering in- 
tercity rail passenger service, but certain obligations, such as supply- 
ing crews and permitting the use of tracks, would remain. 

S. 3706 would establish only one corporation to operate service over 
the basic system prescribed by the Secretary of Transportation. In 
contrast, H.R. 17428 would establish a number of corporations, each 
one to operate in a separate so-called urban corridor of 500 miles or 
less, the essence of the basic system under this bill. The Secretary is 
also required to recommend some long-distance service, and is author- 
ized to provide it by contract with available carriers, but there is no 
obligation on him to do so. 

Thus, under H.R. 17428, two distinct elements are at odds with the 
fundamental purpose requiring Federal action in this area. First, 
having several corporations, each one primarily oriented upon a 
locality, is inconsistent with our major obiective; namelv. a national 
network linking all areas of the Nation. We recognize that different 
areas of the Nation will require service that varies from other areas— 
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that corridors will require service that varies from noncorridors. Nev- 
ertheless, the keystone of this lejjislation is a national policy to provide 
a network of rail passenger service covering the entire Nation. For that 
reason we support S. 3706 becauspe it does specify such policy in clear 
and unmistakable terms. 

It would be moat unfortunate, in our opinion, if at this point, when 
we are apparently near a breakthrough, that improved service might 
be restricted in any manner in any section of this Nation, We believe 
the new techniques and the new management organization with the 
motivation of providing services most desired by the public is needed 
not only in the corridoi-s, but in the Nation at large. 

The second element we call attention to in H.K. 17428 that we believe 
is at odds with the fundamental purposes here is the notion that a mul- 
tiplicity of corporations can somehow do the job better than one corpo- 
ration. Hand in hand with a national policy should come one central 
agency equipped with the management talent, authority, initiative, 
and resources to meet the problem on a wide scale. We have seen the 
results of the performance of numerous carriers in passenger service 
since the birth of the industry, ^>onle have been good, some not. The 
same is true today. What we need for tomorrow is a uniform quality 
^f service—and I mean outstanding service, equal or better than our 
best today—available throughout the Nation. One corporation, in our 
view, is the best means to assure that we will receive this type of service 
because it offers the hope for technology, marketing skills, planning, 
and resources so necessary to develop a system of modern, efficient 
passenger trains for the future. 

Though, as we mentioned, the two bills differ only in degree, we 
believe the measure of difference is significant for the reasons stated, 
and therefore urge that .S. .3706 be adopted. 

At the same time, tliere are a few amendments to this bill \Ahich we 
wish to present in an effort to improve it. ITnder Sections 403(c) : New 
Service, and 404(b)4: Discontinuance of Service, where there is a dis- 
pute between the corporation of any State, regional, or local agency 
regarding the apportionment of losses for service conducted in excess 
of the basic system, tlie matter is to be referred to the Secretary for 
decision. We believe the.se sections should be amended to substitute the 
Commission for the Secretary. Disputes arising between the corpora- 
tion and the railroads, for example, are to V)e referred to the Commis- 
sion under section 401 (a) (3). and it seems both consistent with .such 
provisions and in accord with our general responsibility under tlie 
Interstate Commerce Act that a dispute of siu^li nature ns would in- 
volve financial matters between the Corporation and a Government 
agency would te referred to tlie Commission. 

Under Section 40.5: Protective Arrangements for Employees—^^we 
recommend an amendment to provide that the provisions of section 
5(2) (f) of the Interstate Commerce Act be the standard for fair and 
ecjuitable arrangements to protect the interests of any present rail 
smployees affected by the institution of service by the Corporation. 
The carriers, employees, and their labor organizations are familiar 
with the requirements of the act in this respect, and have gained con- 
siderable experience with it. Likewise, our administration of this sec- 
tion has resulted in judicial review of our decisions, with precedent 
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establislied tliereby. Considering all these circumstances, we believe 
such amendment should be made to insure that the desired goals are 
achieved in the most suitable and efficient manner. 

We also favor an amendment to Section 601: Federal Grants—to 
provide some measure of funds for the railroads to relieve their pas- 
senger operating losses until such time as the coriwration becomes 
operational. 

Such amendment, we believe, is of particular importance in light 
of section 802 of the bill which provides that no discontinuances 
whatsoever may be made upon enactment of this bill other than in 
accord with its terms. In practice, this will mean no discontinuances 
between the date of enactment and March 1, 1971, when the corpora- 
tion is slated to begin operation. There are now pending before the 
Commission discontinuance proceedings in various stages of prot*ess- 
ing which involve approximately 140 trains. Proposals of the Penn 
Central alone involve about 80 trains, the largest of these being its 
proposal to discontinue all of its long-haul east-west service.^ En- 
actment of S. 3706 prior to our decision would mean that this car- 
rier, like all others, must continue to operate the trains through next 
March at a considerable financial loss. Their experience in operating 
passenger trains is no different than other carriers,- with the excep- 
tion that Penn Central conducts a larger portion of the total intercity 
service. For the reasons stated we believe it would be highly desirable 
to provide the suggested amendment. 

Finally, we believe an amendment to section 801 sliould be made to 
delete the reference to "health'" of passengers as a basis for regula- 
tions to be issued by the Commission dealing with adequacy of service. 
We do not by any means consider the health of passengers as unim- 
portant. However, such jurisdiction is already lodged in the Surgeon 
General of the United States, and that is where we are convinced it 
should remain. 

In conclusion, we wish to reiterate our support for S. 3706. Inter- 
city rail passenger service is fast disappearing. If it is to be saved, 
immediate Federal aid is needed. During the last 10 years we have 
expressed our concern to the Congress from time to time and we have 
made numerous recommendations which we thought would alleviate 
the mounting crisis. With the early adoption of S. 3706, it is our 
earnest hope that at long last we are beginning a comeback in this 
critical area for the future of our Nation's transportation .system. 
Time will, of course, be the mark of our progress, but the first step 
must be made, and we ask that it be taken here. 

Thank you. 
Mr. FRIEDEL. I want to thank you, Mr. Stafford. It is always a pleas- 

ure to have you appear before our committee. 
Mr. Dingell? 
Mr. DixGELL. Thank you, Mr. Chairman. I recognize that I will 

have to submit to Chairman Stafford a letter asking certain questions 
with regard to the study entitled "Investigation of Costs of Intercity 
Rail Passenger Service" referred to at page 3 of the Senate bill and 
page 4 of the House bill and would ask permission at this time that 

' F.D. Xo. 20100 PiMin Centr.il Transportation Dlscontliinanpe of .34 Passcngpr Trains 
" See Report on Investigation of Costs of Intercity Rail I'asscnger Service, July 16. 1869. 



91 

ray letter together with Chairman Stafford's response be inserted in 
the record at the appropriate point. I assume that is all right with 
the Chair. 

(The following letter was received for the record:) 

IKTEBSTATE COMUEXCE COMMISSIO.';, 
OFFICE or THE CHAIUMAX, 

Wathinglon, D.C., June £2,1970. 
Hon. JOHN D. DiSGiax, 
Houne o/ Representaticet, 
Washington. B.C. 

DEAR COSGRESSUAX DIXGEIX.: This will reply to your letter of June 2. 1970, 
inquiring into certain aspects of the rail passenger cost study of July 19. 1969. 
For your convenience, I have restated your questions with our responses iuunedi- 
ately following: 

(1) IHd the Commission in any way partioipiite in the selection of the consult- 
ing firm—Wyer, Dick and Company—for use in assi.^tlug in preparation of the 
aforementioned study? If .so, to what degree? 

The offer of a consulting firm with knowledge of the ojierational side of 
railroad passenger sevrice was made by the Federal Railroad Administration 
to aid the Comnii.ssion in its study. The actual firm was selected and employed 
by the Federal Railroad Administration. The Commission accepted the offer 
of this choic-e from the FRA after reviewing pa.sseuger cost studies made by 
five firms including Wyer, Dick and Company. However, the Commission was 
primarily responsible for requesting and obtaining the partici|>ation of other 
consul.tants in the study, including members of state regulatory agencies, 
labor, the A.«so<'iari(>n of American Railroads, FR.\, and the National Aa- 
sociation of Railroad Passengers. 

(2) Is it not true that the staff task force of the Commission which participated 
in this study was headed by Mr. Richard E. Briggs, who was then assigned to the 
Office of Commissioner Tiemey ? 

Yes. 
(3) What was Mr. Briggs' grade level, salary and dates of employment at the 

Commission? 
Mr. Briggs was a GS-15, earning $22,309 |)er annum at the time of his 

resignation. He was employed at the Commission from December 26, IttGl, 
through December 9, 1960, except for period from June 12, 1!)64, through 
March 3.1SM55. 

(4) Upon leaving the Commission in December 1969, with whom did Mr. Briggs 
become employed, in what cajwc-ity and at what salary? 

Mr. Briggs has been employed as a senior policy analyst for ASTRO 
(Americ-a's Sound Transportation Review Organization). This group was 
engaged by the Association of American Railroads for a spt>cial proje<-t to 
develop reif>mmendntions for the railroad indxistry in a balanced transporta- 
tion system. We do not have knowledge of his present .'salary. 

(5) ApiJcndix D-3 of the study indicates that a detailed analysis was made 
by the Commission of railroad statistical submissions in a series of field investiga- 
tions. Please advi.se the extent of such field investigations by your staff and the 
man-hours expended in eacJi instance, exclusive of travel. 

The railroads" statistical presentations were made in two submissions: (1) 
the operational plans showing the savings In equipment, labor, property and 
materials which could have been made on the complete elimination of iuter- 
cit.v passenger sen'ice by 1968, and (2) the changes in expenses and revenues 
which would result from such a cessation. The carriers' first submisiou were 
received in February and their second transmittals were received in mid- 
March. 

In preparation for the field tiips, approximately 1,200 man-hours were 
expended by ICC employees to review the adequacy of the submissions. An- 
other 450 man-hours were contributed by members of seven state regulatory 
agencies in Washington. The representatives of Wyer. Dick and Company 
spent about 270 man-hours to develop specific areas for field examinations. 

The actual conduct of the field investigations commenced on March 24. 
1969, and conclnd<>d on April 11. 1969. All field teams were in charge of an 
ICC employee. All eight railroads were visited during this period. About 
310 man-hours of work were involved in these visits, exclusive of travel time. 
Approximately 224 man-hours were turned in by ICC employees, and the 
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remainder by members of Wyer, Dick and Company. Representaares of labor 
were requested to participate in these examinations, but were unable to 
do so becaues of the large delegation wliich was believed necessary for this 
type of undertaking. The following number of man-hours were devoted to 
the various roads: 

1969 Railroad 
ICC 

man-hours 
W-D 

man-hours Total 

Mar. 24 to 26  
Mar 27 to 28 

.. Illinois Central  
Southern Railway System 

                  14 
46 

14 
28 

 u" 

 ir 
15 

?? 
Mar. 30 to Apr. 1... 
Apr.l to3  

Union PaciliG    ..                             44 4« 
                   22 3= 

Apr. 2 to 4       .    . Missouri Pacific         .- ..                  23 23 
                     40 . 40 

Apr. 8 to 11 Santa Fe                     20 37 
Apr. 9 to 10  ... C. & O.-B. & 0                      15 30 

Total                    224 87 311 

The time shown does not include: field examinations made by some state 
regulatory members; follow-up work on certain problems revealed in the 
field examinations; analysis of the comments of field investigators; and 
iucorijoratiou of views expressed by labor and other groups who also ex- 
amined the carriers' submissions and the ICC staff's findings. 

The scope of the field investigations covered an examination of all major 
accounts and such other items as were necessary. Review comprehended 
underlying worksheets to the carriers' presentations, accounting and costing 
re<;i)rds:. inetho<l.s of separation of exi)eiises within ucoounts between freight 
and passenger-train service, investigation of the involvement of property 
and rolling sto<.-k in passenger and freight service, special carriei- studies 
of i>er3ouuel and eo.<ts relating to pa.s.senger service, annual rejwrts of the 
carriers to the ICC, prior audits, rail mull oi)eniti()ns, and business travel 
by i-ailroad employees. 

Each Investigating team had available a critique of the railroads' claims 
ba.sed on the following types of analysis: 

(1) Checks again.st standards estabUshe<l In previous cost studies; 
(2) Checks against past and present carrier reports to the ICC; 
r.i) Checks on the accunicy of oiterational plans by Wyer, Dick and 

Company, state regulatory representatives, FUA and the ICC ; 
(4) Comparison of proposed sa^ngs with oi)erating statistics and 

characteristics; 
(5) Development of costs from analysis of manpower and property; and 
(6) Equipment needs for trains operated in 1968. 
Potential deficiencies note<l by state regulatory representatives were dis- 

cu.ssed with them after the field investigations. 
(6) The study as published by the Commission purports to set forth the esti- 

mate<l savings which the i>articlpating railroads would have achieved had they 
discontinued during the year 1908 all of tie then existing iKissenger train service. 
Is it not true that Chairman Staggers actually siieclfically requasted repeatedly 
in correspondence with the Commission that the study determine and incor- 
porate wliat actual savings had been achieved by the railroads in prior dis- 
continuances which had been approved by the Commission? 

Yes. After the study was inaugurated. Chairman Staggers did request 
that the C^ommisslon Investigate savings achieved In past passenger train 
discontinuances. 

(7) On July 28, 19<M), after a series of corresijondence between Chairman 
Staggers and the Commission, then Chairman Virginia Mae Brown wrote Chair- 
man Staggers advising that a report would be transmitted to him in approxi- 
mately two months, this report pertaining to his original request as set forth In 
the prior question. Has this report even been submitted by the Commission? 

Xo. 
(8) If not, when will such a report be transmitted to Chairman Staggers? 

We anticipate submission of the report to Chairman Staggei-s by July 10, 
1!)70. 

Sincerely yours, 
GEX>BOE M. STAFFOBO, Chairman. 
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Mr. DiNGELL. I assume you are familiar with that report. 
Mr. STAFFORD. I am familiar with the report up to a point. That 

was under the guidance of fonner Commissioner Tierney. 
Mr. DiNGELL. I understand one of tlie prime contributors was the 

Association of American Railroads and they submitted the format in 
which the study was carried out. 

Mr. STAFFORD. We studied eight railroads. 
Mr. DixoELL. I understand again that tlie Wyer, Dick which made 

the study, was, at the time of the study, under contract to two of the 
railroads involved, Union Pacific and Missouri Pacific and had done 
work for seven out of the eight railroads that were involved in the 
study. Am I correct ? 

Mr. STAFFORD. I don't know whether it is correct about the contract 
with the railroads, but it is true, I believe, they all participated in our 
study. 

Mr. DiNOELL. It is also a fact that the American Association of 
Railroads that coordinated the information called for subsidy for 
money losing passenger trains. 

Mr. STAFFORD. It is true, they have supported this. 
Mr. DiNGELL. Is it not also a fact that Mr. Richard E. Briggs who 

left the Commission several months after the report was published and 
was effectively the principal coordinator for tlie ICC left the Com- 
mission to accept a responsible position witli tlie Association of Amer- 
ican Railroads? 

Mr. STAFFORD. It is my understanding that Mr. Briggs works for 
the AAR. 

Mr. DiNGELL. I understand that this study was supposed to have 
been put together in response to communication from Chairman 
Staggers of this committee and from Chairman Magnuson of the 
Senate Commerce Commission. Am I correct on that? 

Mr. STAFFORD. That is right. 
Mr. DiNGELL. Mr. Chairman, I have a series of items of correspond- 

ence between Chairman Staggers, dated October 15 and a number of 
others going on up through September 3,1969, and in fact, going into 
1970 that I would like to nave inserted in the record at this point. 

Chairman Staggers' direction follows: 
It would be my hope in the process of such Investigation the Commission would 

ultimately lay to rest the issue of how much the railroads actually lose In con- 
ducting passenger service operations. Such a service If conducted Immediately 
would be helpful to the House Interstate and Foreign Commerce Committee in 
considering legislation during the 91st Congress. 

This was to Chairman Tierney. There was another letter from 
Chairman Staggers  

Mr. FRIEDEL. May I ask if this has to do with the present legislation? 
Mr. DiNGELL. This has to do with the nature of the study and 

whether it is responsive to the direction given by the chairman of this 
committee. I note very interestinglj'—T think this is quite impor- 
tant^—that Chairman Brown finally on July 28, 1969, communicated 
to Chairman Staggers and the second to last paragraph of the letter 
in the record and I ask unanimous consent that it be inserted. 

This is correspondence between the chairman of the full committee, 
the chairman of this committee, not of this subcommittee, dealing 
with the study which was supposed to have led to the creation of this 
document. We are going to spend $300 million of the taxpayers' 

4(^-834—70 7 



94 

money subsidizing the railroads. I want to be sure it is done on the 
basis of a sound study and I am not satisfied at this point. 

Mr. FRIEDEL. I would ask that you get permission from Chairman 
Staggers. 

Mr. DiNGELL. This is a public document. It has a great deal to do 
with this legislation. It is from the public files and records of this 
committee. 

Mr. FRIEDEL. I would prefer to get permission from Chairman Stag- 
gers before you insert his letter. 

Mr. DIXGELL. If that is the only problem, if I can't get unanimous 
consent I will sit here and read the whole mess into the record. We 
can proceed in an easj' fashion—in a graceful fashion—and let me put 
these in the record or we can sit here while I read them. I am full}' 
agreeable to being reasonable. 

Mr. FRIEDEL. What I am trying to get clear is if you are trying to 
bring in other activities of the committee. 

Mr. DiNGELL. I am prepared to read the letters. 
Mr. FRIEDEL. Without objection the correspondence will be placed 

in the record at this point. 
(The correspondence referred to follows:) 

CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVTES, 
Washington, B.C., June 10, 1970. 

Tllr. W. E. WILLIAMSON, 
Clerk, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

DEAR EU : Please note the enclosed correspondeuee between Chairman Stajrgers 
and several other chairmen of the ICC. 1 have discussed the matter with Chair- 
man Staggers and have his approval and the approval of his committee. It should 
be appropriate to say it is to be inserted at the appropriate point in the transcript 
of the record on H.R. 17489 and S. 3706. 

I am sure you will see to it the correspondence Is inserted in the proper 
chronological order. 

With every good wish, 
Sincerely, 

JOHN D. DINOELL, 
Memlier of Congress. 

CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 

COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, B.C., October IS, 1968. 

Hon. PAUL J. TIERNET, 
Chairman, Interstate Commerce Commission, 
Washington, B.C. 

DEAR JIR. CHAIRMAN : I have noted with interest recent remarks of the Chair- 
man of the Senate Commerce Committee in the Congressional Record of October 
8, 1908, regarding the decline of the Nation's rail pas-^enger service. 

Unfortunately, the Commission's legislative proposals set forth in the well 
considered and forthright "Report on Intercity Rail Passenger Service—1968" 
and introduced by me as H.R. 18212 were not acted upon in the 90th Congress 
before final adjournment. Nevertheless, the House Interstate and Foreign Com- 
merce Committee believes that the matters diseus.sed in the Commission's report 
concerning the Nation's need for an adequate, balanced national pa.ssenger sys- 
tem require resolution. 

It is clear that the quantity and quality of rail passenger service within the 
Nation is rapidly declining. Effective programs to reverse this decline must soon 
be developed and implemented. It therefore seems to me that Senator llng- 
nuson's call for the Commission to continue its constructive efforts in conduct- 
ing an inve-stigation of the costs of rail passenger oiierations and the means by 
which such expenses should be met has great merit. 
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It would be my hope that In the process of such an investigation the Coin- 
missiou could ultimately lay to rest the issue of how much the railroads actually 
lose in conducting passenger service operations. Such a study, if commenced 
Immediately, will be of considerable value to the House Interstate and Foreign 
Commerce Committee in Is consideration of appropriate legislation during the 
!>lst Congress. 

I therefore endor.se and commend to the Commission this request and tru.-it 
that It will be met with favorable and prompt action. 

Thanking you, and with kind personal regards, I am 
Sincerely yours, 

U.\ELEY O. STAGGBBS, 

Chairman. 

INTERSTATE COMMERCE COMMISSION, 
OFFICE OF TUE CHAIRMAN, 

WashitH/ton, D.C., October 18, J9G8. 
Hon. HABLEY O. STAGOEBS, 
Chairman, Committee on Interstate and Foreign Commerce 
Hoime of Representatives, Washington, D.C. 

DEAR CHAIRMAN STAOOERS : Thank you for your letter of October 15 support- 
ing the recent proposal of Senator Maguuson and the Senate Coninierce Com- 
mittee, that the Commission conduct a study of the actual costs of intercity rail 
passenger service and the means by which such costs can be met or reduced. 

On behalf of the Commission, I atfirmatively rcsiwnded to the Senate Com- 
merce Committee request on October ItJ. For your complete information, a copy 
of my letter to Senator Magnu.son Is enclosed. 

As my letter Indicates, since the eo.st data specitically attributable to the cur- 
tailment of the passenger service operations is not currently maintained by any 
imbllc or private body on a comprehensive or uniform basis, it is unlikely that 
answers to all questions involved in this i.ssue can be deveIoi)ed. However, the 
Commission does believe that the initial phase of such a study can produce heli)- 
ful information for the 91st Congress within a period of approximately six 
months by concentrating on those areas that can be c(mipleted within present 
budgetary and time limitations. The Commission will in the very near future 
initiate appropriate consultations with the Department of Transimrtiiiioti, the 
National Association of Regulatory and Utility Comml.ssioners, carriers and 
labor representatives. We will, of course, keep you and the .staff of your Com- 
mittee advised of these activities. 

In order to adequately complete this undertaking, the Commission may require 
additional resources. In this eventually, it would be my hope that your Commit- 
tee could lend its considerable support with the appropriate congressional and 
executive oflBces to see to it that adequate funding is made available. 

Again, Mr. Chairman, on behalf of the Commission, permit me to express our 
deep appreciation for the continued trust and cooperation of the members and 
staff of your Committee. 

Sincerely yours, 
  PALL J. TIERNEY, Chairman. 

CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 

COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C, Octoher 28,1968. 

HON. PAUL J. TIEBNEY, 
Chairman, Interstate Commerce Commission, 
Washington, D.C. 

DEAR CHAIRMAN TIERNEY : I thank you for writing me as you have done regard- 
ing your initiation of a study of the cost of oi)eration of passenger service In 
which, among other things, you are going to seek to determine just what the incre- 
ment or out-of-pocket costs may be. In such connection I assume that you will 
study the various applications for discontinuance of ])assenger trains which have 
been proces.sed by the Commission, and to which the Commission has given its 
assent, for the purpose of ascertaining whether the savings which were claimed 
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would result from each discontinuance actually were achieved by the railroad 
making such claims. 

Sincerely yours, 
HARLEY O. STAGGERS, M.C, 

Chairmnn. 

INTERSTATE COMMERCE COMMISSION, 
Washington, D.C., November 5, 1S6S. 

lion. 1IARI£V O. STAGGERS, 
Chairman., Committee on Interstate and Foreign Commerce, 
Washington. I).C. 

DEAR CHAIRMAN STAGGERS : You have inquired whether or not the Cmnmisslon 
contemplates a review of the savings actually a<>hieve<l by carriers through the 
elimination of passenger trains in comparison with the projected savings for 
tho.se trains oonsi(lere<l in discontinuance oases under Section 13a of the Act.. 

Although the precise outline for the entire study will not be completed until 
additional meetings are held with participants, some attempts will be made to 
develop the actual savings for carriers which have completely eliminated pas- 
senger service in the recent past. The extent and ultimate value of this probe 
will l)e determined, in large part, by the reliability of available Information on 
the changes which followed the elimination of the carriers' passenger operations. 

Sincerely yours, 
PAUL J. TIEBNET, Chairman. 

CONOBESS OP THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 

COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.O., Novem^ber 7,1968. 

HON. PAtn, J. TIEBNET, 
Chairman, Interstate Commerce Commission, 
Washington, D.C. 

DEAR CHAIR>IAN TIEBNET. : I acknowledge your letter of November 5 replying to 
my letter to you of October 28 regarding your proposed study of the Incremental 
or out-of-pocket costs of railroad passenger service. 

Your letter indicates that some attempt will be made to develop the actual 
savings for carriers which have completely eliminated passenger ."lervice in the 
recent past. This, of course, is not completely the thrust of my letter of October 28 
for my inquiry there was the extent to which you would examine Into the actual 
realization of the savings claimed In the applications filed with you for the elimi- 
nation of specific passenger trains. 

Your letter states: "The extent and ultimate value of this probe will be deter- 
mined, in large part, by the reliability of available information on the changes 
which followed the elimination of the carrier's passenger operations." 

This, of course. Is the nub of the matter, that is the reliability of the informa- 
tion which has been furnished to you as to the savings claimed by the carriers in 
their argument for the discontinuance of certain passenger trains. I simply cannot 
conceive of a study by the Commission effectively encompassing this subject 
without considering being given to whether the claims made to you on the record 
were actually realized by the carriers. It would seem to me that your own pro- 
cedures would require the development of this information. 

Sincerely yours, 
HARLEY O. STAGGERS, M.C, 

Chairman. 

INTERSTATE COMMERCE COMMISSION. 
Wa.ihington. B.C.. December 2. 1968. 

Hon. HARLEY O. STAGGERS. 
Chairman, Committee on Interstate atid Foreign Commerce, House of Repre- 

sentatives, Washington, D.C. 
DEAR CHAIRMAN ST.V.OERS : Your letter dated November 7, 1968. regarding the 

Commission's study of the incremental or actual costs of railroad passenger serv- 
ice pointB out one of the critical areas of this study—the reliability of cost data. 
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Please be assured that the Commission will examine most closely all the in- 
formation furnished to it by the carriers and other active participating groups 
during the course of the study. Within tlie limited time available for this study, 
we intend to evaluate independently the data supplied to us in various ways, 
including on the spot field reviews. 

Any improved techniques developed by the Commission's staff in analyzing 
and evaluating the data considered by us in the course of the study will be in- 
corporated where appropriate into the continuing responsibilities of the 
Commission. 

We shall, of course, continue to keep you, the members of the Committee and 
its staff currently advised of developments in this important uudertaking. 

Sincerely yours, 
PAUI. J. TIEBNEY, Cliairman. 

CONORESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 

CouMmEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C., Decemher SO, 1968. 

Hon. PAUL J. TIEKNEY, 
Interstate Commerce Commission, 
Washington, D.C. 

DEAR CHAIRMAN TIER.NEY: Tiiis will acknowledge your letter of December 2 
in response to my earlier inquiry regarding the Commission's study of the actual 
costs of railroad passenger service. 

While I appreciate the information contained in this letter, I think that it 
still begs a definite response to my inquiry of Octot)er 28 and repeated in my 
letter of November 7, following your letter of Noveml)er ."i. as to whether or 
not the study v\-hich you are making of actual costs will include an apiiraisal of 
wliether the savings claimed by railroads at the time they applied to you and! 
you permitted the discontinuance of specific patisenger trains, were realized biS" 
such railroads. 

Sincerely yours, 
HAHLEY O. STAGOER. II. C. 

C ha inn ail. 

INTERSTATE COMMERCE CO.MMISSION, 
Washington, D.C, January H, 1969. 

Hon. HARLEY O. STAGGERS, 
Chairman, Committee on Interstate and Foreign Commerce, Washington, D.C. 

DEAH CHAIRMAN STAGOEBS : This rcsiionds to your letter of r)cceml)er .30. 1908. 
to former Chairman Tieruey which relates to the Commission's Investigation of 
intercity passenger service. 

You ask if the study will Include an analysis of the actual savings addeved by 
the railroads through the eliniination of siiecific trains compared to the cost sav- 
ings claimed in discontinuance proceedings before this Commission. To a limited 
extent, the Commission will attempt to deterimne achieved savings for ccrtaiu 
selected types of costs which were attributed by the carriers and/or the Com- 
mission to the operation of sijeciflc trains that were later di.scontinncd. However, 
this review will concentrate on those trains that represented the last intercity 
service of particular carriers. 

Any historical analysis of this type faces substantial problems in ascertaining 
the reliability of carrier presentations, particularly when the carriers were not 
required to maintain i)rcci.se operational and financial records (m the changes 
resulting from discontinuances. An .Tualysis of the last trains of carriers, while 
re.stricted in scope, mitigates .some of the difficulties inherent in trying to deter- 
mine if particular savings were achieved and why they were or were not 
achieved. 

The entire Commission Investigation will cover only some asiiects of the inter- 
city passenger train problem. It is limited in scope, time and resources. Hope- 
fully our efforts will pave the way for more comprehensive action on the entire 
problem, such as was envisioned in H.R. 18212, which was considered by the 
Hou.se Committee on Interstate and Foreign Commerce in the 90th Congress. The 
major focus of the present study is to develop a realistic estimate of the annual 
net available expen.>;cs which selected intercity carriers incurred as a result of 
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providing intercity service during 1968. In short, we are trying to estimate the 
avoidable iosses of a current level of service rather than the savings achieved 
by eliminating a service that no longer exists. 

The Commission hopes to have its findings completed by the end of the fiscal 
year. Prior to the complrtiou of this investigation, consideration will be given 
"to the feasibility of instituting past discontinuance reports by the carriers when 
a discontinuance case is decided. The information would be presented according 
to Commi.ssion reQuireinents that would facilitate accurate analysis, and the 
Commission could review the submitted savings data on a relatively current 
basis. The selected use of such a procedure would be employed to provide infor- 
mation for the employment in future discontinuan<-e ca.ses. 

Sincerely, 
VIRGINIA MAE BBOWN, 

Chairman. 

CONGRESS OF THE UNITED STATES, 
HOUSE or REPRESENTATIVES, 

COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C.JanuarvZJ,, 1969. 

Hon. VIRGINIA MAE BROWN, 
fntergtatc Commerce Commission, 
Washington, B.C. 

DEAR CHAIRMAN BROWN : This will acknowledge your letter of January 14 
regarding my previous corespondenee with Chairman Tierney relative to the 
Commission's examination of what actually took place in the saving of expenses 
claimed by the railroads at the time they applied to you for the discontinuance 
of certain passenger trains, 

I note that to a limited extent you will attempt to verify whether certain such 
savings were achieved, but apparently are confining this to the last trains which 
were discontinued. Obviously this type of information is substantially different 
from that which would be developed in connection with the discontinuance of cer- 
tain trains with passenger service still being maintained by the applying railroad, 

I regret exceedingly that the Commission Is making no effort to ascertain 
whether the claim for savings in the applications which have been filed before it 
these past 10 years were actually realized by the applying carriers. 

Sincerely yonrs, 
HARLEY O. STAGGERS, M. C„ 

Chairman. 

INTERSTATE COMMERCE COMMISSION, 
Washington, B.C., July 16,1969. 

Hon. HARLEY O. STAGGERS, 
Chairman. Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, B.C. 

DEAR CHAIRMAN STAGGERS : Tran.smitted herewith is the report entitled "In- 
vestigation of Cases of Intercity Rail Passenger Service," which responds to 
the request in your letter of October 15,1968, 

The investigation analyzed eight intercity rail passenger systems: the Santa 
Fe, the C&O-B&O, the Great Northern, the Illinois Central, the Mis.souri Pacific, 
the Seaboard Coast Line, the Southern Railway System, and the Union Pacific, 
These s.vstems provided more than 40 i)en'eiit of the nation's nonconimuter mil 
pa.ssenger miles In 1968. While the results of this Investigation cannot be used 
to pinpoint the burden of intercity passenger service provided by the other rail- 
roads, the results for the study carriers' operations give every indication that 
most of the other intercity passenger service, except for high frequency operations 
In such places as the Northeast Corridor, is also in serious financial condition. 

The purpose of the investigation was to determine what the eight systems 
would have eventually saved if they had not operated the amount of passenger 
service i(rovid('<l in 106S. The concept of avoidable costing was employed as a 
realistic measurement of these .savings. In effect, it also jwjrtrays the burden which 
the carriers' remaining operations had to absorb in 1968 and an estimate of how 
much increase in revenues would have been necessary to bring intercity rail 
passenger operations to a breakeven point. 

In 1068, the eight pas.senger systems studied would have eventually saved, 
before income taxes, $118 million more in expenses than they would have lost in 
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revenues. For every ?1.00 in revenues that these carriers, as a group, would have 
lost by not operating any Intercity passenger service in VMS, they would have 
avoided $1.88 in e.Mienses. For the Santa Fe, O&O-B&O, Great Northern and Mis- 
.souri Pacific, the savings per dollar of revenue lost would have been virtually the 
sam^.$1.80, $1.82, $1.83 and $1.82, respectively. The Southern Railway System 
and Union Pacific would have saved more—$2.42 and $2.08. The Illinois Central 
and Seaboard Coast Line would have saved less—$1.45 and $1.68. The estimated 
savings were based on actual expenditures, passenger traflic levels and operating 
conditions which existed in 196!). 

The study carriers also could have rec-oupe*! $60.2 million in net salvage from 
the facilities and equipment that would no longer be needed to provide the 
December 1SK58 quantity of passenger .«ervice. Reinvestment of this salvage capi- 
tal would provide an estimated $4.2 to $6.6 million annual return to the carriers. 

The investigation also ascertained the cash drain to these carriers created by 
the expenses of oiieratiug the 1968 level of passenger service. (Cash drain repre- 
.sents the loss in funds available for capital investment and dividends.) The total 
annual cash drain was estimated at $61 million. Differences between the savings 
in expenses of $116 million and tlie cash drain were attributable, princiiMilly. to 
the elimination of depreciation, which is a noncash item, and the added lnc"ome 
taxes which would have to be paid on the more profitable remaining service of 
the carriers. 

Due to various employee protective agreements, the carriers would not be 
able to achieve full cash savings immediately. If all the pa.sseuger service were 
di.scontiuued at one time, the projected cash drain would be reduced by $24.3 
million in the first year, $44.8 million by the third year, $32.0 million by the fifth 
year and .$ri2.1 million by the tenth year. 

Last year the Commission submitted its views on the condition of intercity 
rail passenger service to the Congress. We noted that the rapid decline in inter- 
city rail service during the past two decades had accelerated sliarply in 1907. 
During 1968. intercity pas.senger miles decreased 20 percent from 1967—the 
largest relative decline in any year since the post World War II era. 

Revenue of intercity passenger trains have dropi)ed even more dramatically 
than the quantity of service from 1966 through 1968. Intercity coach revenues 
decreased nearly $78 million, or 24 i)ercent; sleeping and parlor car revenues 
declined by over !?35 million, or 43 percent; mail revenues dropi)ed more than 
$171 million, or 57 i)ercent, and express revenues dropi)ed almost $41 million, or 
6." percent. 

The past year has only substantiated our opinion that significant segments of 
the remaining intercity .•service, except for rail service in high density popula- 
tion corridors, such as the Northeast Corridor, will not survive the next few 
.vears without a major change in Federal and carrier policies. In June, 1968. 
there were approximately 500 regular intercity trains providing service. Today, 
there are less than 500 intercity trains in .scheduled service. A number of the 
last trains which are still operating have been proijosed for discontinuance be- 
cause of increasing losses. Approximately 50 of the remaining intercity trains 
are presently involved in discontinuance proceedings before this Commission. 

We continue to believe that the paramount requirement for establishing an 
adequate national policy for noncorridor intercity rail passenger service is a 
broad evaluation of what rail service is required by the public for medium and 
long distance trips outside of major population corridors, how much the pro- 
vision of that service will cost, and what Federal assistance is necessary to pro- 
vide that require<l level of service. 

t'nless n study similar to the one recommended by this Commission last .vear 
and introduced as S. .3861 and H.R. 18212 In the 90th Congress Is begun immedi- 
ately, intercity rail pas.senger service in this country appears destined to be 
reduced even more drassticaily in the next two years. We cannot overemphasize 
the need for immediate action if a minimal network of passenger service is to 
be pre.served, and massive capital outlays for equipment avoided. 

In view of the need for prompt resolution of this problem and the mounting 
losses to the carriers, we urge that such a study he completed in no less than 
twelve months and that, in the interim, more restrictive provisions be placed on 
the discontinuance of the last remaining passenger trains on intercity rail routes 
in operation today. Relief from operating losses of other trains would still be 
possible under the present discontinuance procedures, except for those last 
trains which are .shown to be required by the public. 

We also support those additional changes in Section 18a of the Act which were 
contained in the legislation proposed by the Commi.ssion in 1968. 
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A bill to acconii)lish the above recoramendations has been recently introtiuoed 
in Congress us H.R. 12084. This bill is similar to S. 3861 and H.R. 18212, whi<h 
were considered in the lust Congress. In addition, we are also forwarding the 
views of the Association of American Railroads, Railway Labor Executives' 
Association, National Association of Regulatory Utility Commissioners and the 
National Association of Railroad Passengers on the means of reducing the costs 
of intercity rail passenger service, which are included in the report as Api>endix 
F. While the replies of these groups indicate some support for such means as tax 
relief, reduced labor costs, Federal capital assistance, and lower terminal costs, 
which would improve the i)resent situation, they also recognize that the pre.ser- 
vation of some minimal level of intercity service will require even greater com- 
mitments on the part of the government and the carriers. 

Under the present law, the carriers cannot be required to continue the ojjera- 
tion of trains which constitute unreasonable tinancial burdens. (Jovemment sub- 
sidies or other forms of substantial Federal aid may well be necessary to continue 
the operation of intercity pas-senger trains. Should the public need for such 
service warrant retention of these trains that cannot be oi)erated without .signif- 
icant losses, we would support a program of Federal aid to the carriers. The 
first step, however, is to find out what service the public needs and how much 
that level of service would cost. 

Sincerely, 
ViBoiNiA MAE BBOWN, Chairman. 

CONGRESS OF THE UNITED STATES, 
HOUSE OK REPRESENTATIVES, 

COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
WasMnffton, D.C., July 17,1969. 

Hon. VIRGINIA MAE BBOWN, 
Interstate Commerce Commission, 
Washington, B.C. 

DEAR CHAIRMAN BROWN : This acknowledges your letter of July 16 enclosing 
copy of a report prepared by the Commission entitled "Investigation of Costs of 
Intercity Rail Passenger Service." The investigation analyzes eight intercity rail 
passenger systems: the Santa Fe, the C&O-B&O, the Great Northern, the Illinois 
Central, the Missouri Pacific, the Seaboard Coast Line, the Southern Railway 
System, and the Union Pacific. 

It appears that the data represent the amount of expenses which each carrier 
states it would have saved had it not operated passenger service during the 
year 1968. 

While .your report, of course, is informative to a degree, it is not full.v respon- 
sive to the request made in my letter to you of October 15, l!K'i8. and emphasized 
and repeated in further letters thereafter to former Chairman Tierney dated 
October 28. November 7 and December ,'?0.1068. 

As I wrote to him, it seemed to me that a probe of the character contemplated 
b.v yon into the costs of railroad passenger service to be valuable must include 
consideration of what savings actually had been accomplislied by those carriers 
that had been discontinued either complete passenger service or certain indi- 
vidual trains. As I set out in those successive letters. I felt that it was most 
essential to determine what savings actually had lieon achieved compared with 
the savings that had been represented to you would be obtained by such discon- 
tinuances. I see nothing in this report which gives such information. 

Sincerely yours, 
HARLET O. STAGGEI?S. Clinirman. 

INTERSTATE COMMERCE COMMISSION, 
Washtnatmi. D.C, Jitl)/ 2S. 1969. 

Hon. HARLET O. STAGGERS. 
Chairmnn. Cnmmilirr on Inierstate and Foreign Commerce, 
HoiiJte of Rpprescntatires, Washin^jton, B.C. 

DEAR CHAIRMAN STAOOERS : In reference to your letter dated .July 17, 1060, the 
Commission is continuing to study the estimated savings which several carriers 
achieved as a result of the discontinuance of their last remaining rail passenger 
service. The problems inherent in such a historical inquiry, as noted in my letter 
to you of January 14.1069, are substantial. 
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I expect that a more complete report on our efforts in this area sliould be 
transmitted to you in approximately two months. 

Sincerely, 
VIRGINIA MAE BROWN, Chairman. 

CONGRESS or THE UNITED STATES, 
HOUSE OF REPEESENTATrv'ES, 

COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.O., August 7,19G9. 

Hon. VIRGINIA MAE BROWN, 
Chairman, Interstate Commerce Commission, 
Washington, D.C. 

DEAR CHAIRMAN BROWN : I have grfven a little study to your Investlpation of 
Costs of Operating Pa.s.senger Service by Eight Railroads, which you submitted 
to me on July 16, and find that I am somewhat confused by the exhibits which 
you offer as the basis and reasoning ui>on which you reach your conclu?ion that 
intercity passenger service will not survive the next few years without a major 
change in carrier policy. 

One exhibit for instance would seem to indicate that the problem Is *:he need 
for a major change in the Commission policy. 

Your table on page 54 which sets forth the dollar savings which you have 
found eix railroads would experience as the result of the elimination of certain 
net avoidable costs if they were completely to abandon passenger service seems 
to imply that at least as to five (the sixth being rather Insigniflcant in passenger 
business) of these railroads, they would save much more today if they were to 
go out of the business than they would have saved had they gone out of the 
passenger business In 1966! The table seems to indicate that this would be the 
effect even though there has been a remarkable reduction in the number of pas- 
senger train miles operated (your table says dollars but I think you mean miles) 
in this 2-year period. Presumedly most of this reduction occurred as the result 
Of applications over which you had authority. 

How can these things be inasmuch as I .thould think you could not have per- 
mitted the discontinuance of these trains without there having been a finding 
that there would have been a substantial savings in costs? This table would 
seem to indicate that this was not true and you must have been grievously mis- 
led in the analysis of the data which were presented to you at the time that you 
granted these discontinuances. 

Inasmuch as this is an appalling conclusion, if it be true, I should appreciate 
your discussion of whether or not this Interpretation of your own table is 
correct. 

Sincerely yours, 
HABLEY O. STAGGERS, 

Chairman. 

INTERSTATE COMMERCE COMMISSION, 
Washington, D.C, August 25,1969. 

Hon. HARUrr O. STAQOERS, 
Chairman, Committee on Interstate and Foreign Commerce, 
Hoii^e of Representatives, Washington, D.C. 

DEAR CH^UBMAN STAGGERS : Your letter, dated August 7,1969, requests an inter- 
pretation of the presentation appearing on page 54 of the Commission's recent 
report entitled "Investigation of Costs of Intercity Rail Passenger Service." 

You are correct in stating that the figures in columns 3 and 4 are train miles 
rnther flmn dollar amount.s. 

The date contained in Table 23 (and the discussion on the preceding page) 
show, as you note, that the potential savings per train mile (excluding the reve- 
nues and expenses of mail) from the discontinuance of rail passenger service 
by six of the study carriers were greater in 1968 than they were in 1966. For five 
of the six railroads, the total potential savings for all passenger trains were 
greater despite reductions In train miles. 

The figures shown In columns 1 and 2 of the table are net figures—avoidable 
expenses less passenger revenues. For the six carriers as a group, the 1966-68 
period showed the following decreases: 
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1. passenger revenue excluding mail dropped 30.6 percent; 
2. avoidable expenses related to those revenues declined only 18.7 percent; and 
3. train miles decreased 29.7 percent. 
During the two-year period, the expenses of operating passenger trains In- 

creased more than 10 percent as a result of wage increases, higher material costs, 
and greater fringe benefits. If the 1968 expenses per train mile are adjusted to 
eliminate these price increases, three of the six carriers had lower avoidable 
expenses per train mile than they did In 1966. And as a group, the total adjusted 
avoidable expenses declined 26.9 percent compared with a decrease of 29.7 per- 
cent in train miles. 

The most significant reason for the Increasing losses was the decline in reve- 
nues on the remaining trains. For example, The Great Northern reduced its 
passenger train service by only 5.6 percent from 1966 to 1968, yet its passenger 
miles declined 17 percent and coach revenues decreased over 15 percent during 
the same period. All six carriers received less revenue per train mile in 1968 
than they did in 1966 despite fare increases that averaged nearly 6 percent for 
the country as a whole. The continuing decline in patronage In trains has also 
been observed in the vast majority of discontinuance cases before this 
Commission. 

Tou suggest that the data contained in the table do not indicate that the dis- 
continuance of a number of trains has relieved the carriers of substantial bur- 
dens. The data contained in the table and the underlying statistics were not de- 
signed to show the savings from discontinuances, nor do they Indicate that the 
carriers failed to achieve substantial savings. The data do suggest, however, that 
the overall costs of the remaining service to the carriers are continuing to mount 
primarily as a result of a loss In patronage on the remaining trains and price 
increases. 

Sincerely, 
YiBOiNiA MAE BBOWN, 

Chairman. 

CONGRESS OP THE UNITED STATES, 
HOUSE OF REPRESENTATH-ES. 

COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, B.C., September 3, 196(1. 

Hon. VIRGINIA MAE BROWN, 
Chairman, Interstate Commerce Commission, 
Washington, D.C. 

DEAR CHAIRMAN BROWN : This will acknowledge your letter of August 23 in 
response to my request of August 7 for an interpretation of the presentation ap- 
pearing on page -54 of your recent report entitled "Investigation of Costs of Inter- 
city Rail Passenger Service." 

This table shows that despite a substantial reduction in pas.senger train miles 
between 1066 and 1068, .T of the 6 carriers set forth in the table had a greater 
potential savings in absolute dollar amounts from the abandonment of all pas- 
senger service in 1968 than they would have had in 1966. 

I note your statement that the data contained in the table and the underlying 
statistics were not designed to show the savings from discontinuance uor do they 
indicate that the carriers failed to achieve substantial savings. 

As I have written to you before, it seems to me most important that in the 
setting out of a record of your stewardship for these past ten years of the 
authority granted to you to permit the discontinuance of jiassenger train.s, you 
have some kind of indication of whether or not the savings that were claimed 
would result from the discontinuance of trains actually were achieved. 

Sincerely yours, 
HABLEY O. STAGGERS, M.C, 

Chairman. 

Mr. DiNGEix. T expect that a more complete report will be trans- 
mitted to you within 2 months. This is dated July 28, 1960, in which 
Chairman Brown advised Chairman Staggere that the report that we 
are discussing was not responsive to the request of Chairman Staggers. 

Mr. FRIEDEL. WItat is the date ? 
Mr. DiNGELL. Julv 28. 
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Mr. STAFFORD. I believe, Mr. Chairman, on that question of this last 
report you are talking about which I believe dealt in a smaller area  

Mr. DixGELL. It dealt with Chairman Staggers and Chairman Mag- 
nuson requesting how much was saved on each discontinuance of a 
railroad train that was authorized. That report was never submitted 
to the two committees. As a matter of fact, in response to that you 
have submitted instead a document which deals with what it would 
have cost each one of these railroad lines—what they have saved by 
discontinuing entirely their passenger service; am I correct? 

Mr. STAFFORD. That is true. 
Mr. DiNGELL. So, you are not responsive to the request of Chairman 

Staggers or the request of Chairman Magnuson. This all refers to the 
study that is referred to. 

Mr. STAFFORD. May we submit our replies to you? 
Mr. DEVINE. I think this is the same study that is referred to on 

page 3 of the bill, line 19, report of the Commission of July 16, 1969, 
entitled "Investigation of Costs of Intercity Rail Passenger Service." 

Mr. FRIEDEL. All right. 
Mr. ADAMS. In your bill on page 5 and 6, you indicate you want an 

amendment to section 601 to pay for additional discontinuances be- 
tween now and March 1,1971. 

Mr. STAFFORD. The losses for continuance of those trains. 
Mr. ADAMS. My remembrance is this bill has been in effect since 

19r)8, this discontinuance bill  
Mr. STAFFORD. That is true. 
Mr. ADASIS. We have gone down from over 500 passenger trains to 

under 500? 
Mr. STAFFORD. That is the rea.son that section was written by tlie 

(^ongress to enable railroads to get rid of those j)assenger trains that 
were losing money. 

Mr. ADAMS. My understanding of it is that we have practically 
decimated the passenger system already, and I am wondering why 
you feel that we shouldn't just go ahead with the moratorium now and 
try to pick up these losses or let the railroads pick them up latei'. It 
seems to me if they were that bad they would have gone in the 10 
years we have been working on discontinuances. 

Isn't that correct ? 
Mr. STAFFORD. Tlie policy decision rests with you gentlemen, of 

course, but I had particularly in mind, as I said, the problems right 
now with the great number of passenger trains that are before tlie 
Commission for discontinuance. A decision will be made somewhere 
witliin the period of time that you gentlemen may lie making a deter- 
mination on this legislation, and if we do not make our final decision 
prior to the time this bill becomes effective, then whether they are 
losing money or not, they will be required to continue operating re- 
gardless of any loss. This is what I was trying to direct my conit 
ments to. 

Mr. ADAMS. I am deeply concerned about tliis. When all of this 
started to come to a head last year, first the Sautherm. Puri-fir case on 
the quality of service and then the discontinuance, many of us pro- 
posed a moratorium at that time. Some of them before the com- 
mittee date back to Septemi)er and some go back as fiir as July. The 
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discontimiauce of east-west service by the Penn Central was 
announced considerably after we came forward with the moratorium 
bill. 

I am worried that the urgency of this bill is if we don't get some 
bill through, all passenger tniiii sei-vice is going t-o terminate or be 
discontinued by your Connnission before we C4ui ever get at it. 

Mr. STAFFORD. By law. 
Mr. AuAMS. What is your time period after discrimination notices 

are filed that you have to make a decision as to whether or not the 
train has to continue to run i 

Mr. STAFFORD. It could amount to 6 months from the date they are 
filed. 

Mr. ADAMS. This FD 62106 that you refer to, page 5, that discon- 
tinues all service for the Penn Central which, as I remember, effec- 
tively wipes out all passenger service in the Northeast and up to 
Chicage. When was tliat filed ? 

Mr. STAFFORD. I believe it was filed at such a date that our decision 
would become effective in October. 

Mr. ADAMS. In other words, if you have not decided to keep those 
on by October of this year all of the passenger service by tlie Penn 
Central in the Northeast and going out to Chicago terminates, is that 
correct ? 

Mr. STAFFORD. That would be correct if the Commission were to 
make that kind of a decision. 

Mr. ADAMS. I am not trying to prejudge your decision, but I have 
the problem of trying to explain in the House of Eepresentatives 
what the urgency is for the passage of this type of bill. 

Air. STAFFORD. If it were decided those trains could come off, that 
decision woidd be made in October, so it is quite urgent that you take 
action. 

Mr. ADAMS. AS I remember under that bill, even if you decide that 
it stays on, you can only keep them on for 1 year, isn't that correct ? 

Mr. STAFFORD. That is coi-rect. 
Mr. ADAJIS. NO matter what happens a year from October unless 

we change tlie law. it is all over in that area for passenger service? 
Mr. STAFFORD. Yes. 
Mr. ADA>rs. Your power I'uns out at the end of the year and they 

could take tlicni off unless we pass some kind of a law. Is that correct? 
Mr. STAFFORD. The General (^ounsel advises me that the jurisdic- 

tion reverts to the States. Therefore, at the end of tlie year, they 
would have to come back again and we would go through the whole 
discontinuance process again. 

Mr. ADAMS. So, jou can hold them if you can get the States to re- 
quire it, too. 

You mention also on the last page of your statement that you think 
there should be an amendment to section 801 to delete the reference 
to regulations on healtli. Tliis is tlie second part of wliat I referred to 
with Secietarv V<d]ie as tlie three-legged stool, the moratorium, and 
the power to regulate. 

You say the Surgeon General has control over health. We remem- 
ber tlie Soiifhcrn Piwife case whicli brought up this spate of bills. 
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One was no dining car service and veiT inadequate type cafeteria 
car service. 

Mr. ST.\FroRD. I am speaking only to the health part, not the ade- 
quacy part. Thei-e was a difference between your opinion and the 
Comlnission opinion about whether we had the power over quality 
of service. We .have asked for it. We would be delighted to have that 
part. 

But the Surgeon General now has the authority in the health part. 
Mr. JVDAMS. Don't you think your Conunission in terms of (luality 

of service should also' be able to have some regulatory power on how 
they feed pepole on these trains? 

Mr. STAFFORD. This is beyond the expertise of the Commission at 
this time. 

Mr. ADAMS. Who is watching the food supply. 
Mr. TuGOLE. The Surgeon General is authorized and required by 

laws to inspect the dining cars and cooking facilities and things of 
that kind. Tliey provide that kind of service now and provide an 
annual report. 

Mr. ADAMS. IIOW many people do they have out there riding those 
trains. 

Mr. TcooLE. I do not know. 
Mr. ADAMS. In that case there was no report by the Surgeon Gen- 

eral as to the adeciuacy of food service. 
Mr. TrooLK. He makes several thousand inspections a year. 
Mr. ADAMS. On a spot basis. 
Mr. TuGCLE. I don't know. 
Mr. ADAJCS. If you don't want the word "liealth" in here, what are 

you going to put in there to give you power to say you are going 
to feed peo])le if you carry t.hem on ii train ? You have to feed them 
something of sufficient quality. 

Mr. STAP"FOI{D. I think tiiat can be done witli our having the ade- 
quacy of service. It could include dining cars and all of those facilities 
if you in the Congress so direct. 

Mr. ADAMS. In otlier words, you want us to come up with a word 
that is not the word "health" but does give you the riglit to regulate 
the quality of food ? 

Mr. STAFFORD. Yes; we believe the Surgeon General is particularly 
equipped for the study of the health matters within this. 

Mr. ADAMS. What about the quality of food? I am talking about 
something simple. I don't care about your inspecting the facility, but 
just the fact tliat there be some food on the train. 

Mr. STAFFORD. I have been advised by my staff now that the word 
'"comfort" in the bill is broad enough to cover all of that. 

Mr. ADAMS. That would include feeding people ? 
Mr. STAFFORD. Yes, sir. 
Mr. FRIEDEL. There being no further questions, I want to thank you 

and tlie committee now stands adjourned until tomorrow morning 
at 10 o'clock. 

(Whereupon, at 11:30 a.m., the subcommittee adjourned to recon- 
vene at 10 a.m., Wednesday, June 3, 1970.) 





PASSENGER TRAIN SERVICE 

WEDNESDAY, JUNE 3,  1970 

HOUSE OF REPRESENTATIVES, 
SfBCOMMITTEE  OX  TRAN'SPORTATION  AND  AERONAUTICS, 

COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C. 

The .subcommittee met at 10 a.m., piu-suant to notice, in room 212.% 
Kiiyhurn House Office Buildinjr. lion. Samuel X. Frieclei (chairman) 
presiding. 

Mr. FKIEDEL. The subcommittee will now come to order. 
This is a continuation of the hearings on rail passenger .service. 

Before we fro into the proceedings, I would like to recognize the Honor- 
able Jake Pickle, Congressman from Texas. 

Mr. PICKLE. Thank you, Mr. Chairman. I have a family visiting 
with me here in Washington today and tomorrow and they are from 
Weimar, Tex., a uni(|ue little comnumity on the Southern Pacific line 
in Texas, and they are in the room and I would simply like to have 
the privilege of presenting Mr. and Mrs. David Collide, from Weimar, 
Tex. 

Mr. FRIEDEL. Mr. and Mrs. Collick, we welcome you here and stay 
as long as you want. You will find these hearings interesting. This is a 
very, very important bill. 

Our first Avitneas will be Mr. Thomas M. Goodfellow, president of 
the Association of American Railroads. 

STATEMENT OF THOMAS M. GOODFELLOW, PRESIDENT, ASSOCIA- 
TION OF AMERICAN RAILROADS; ACCOMPANIED BY WILLIAM M. 
MOLONEY, VICE PRESIDENT AND GENERAL COUNSEL 

Mr. (TOODFELLOW. Good morning, Mr. Chairman, Congressman 
Pickle. I have with mc William Moloney, our vice president and gen- 
eral counsel. 

I feel that we ought to apologize a little bit for getting our testimony 
in so late last evening but, as you all will hear in the testimony later, 
we have been talking with not only the Department of Transportation, 
but the two labor organizations about the amendments that we tjiink 
will help this bill. 

This bill is terribly important so we thought we ought to talk as long 
as we could. I think we have had a good rapport with both the Depart- 
ment and the labor unions. I think they understand what we want and 
I think most of the things I will talk about are workable. 

To go on with my prepared statement, my name is Thomas M. Good- 
fellow. I am president of the Association of American Railroads and 
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I am appearing here in general support of S. 3706, tlie Rail Passenger 
Service Act of 1970. 

Your time for these hearings is limited so I will not repeat tlie testi- 
mony presented before this subcommittee last November by me and 
by five railroad presidents indicating the need of the passenger carry- 
ing railroads to be relieved of the burden imposed by the heavy deficit 
incurred in operating passenger service. When this bill passed the 
Senate, the Association of American Railroads issued a statement say- 
ing that S. 3706 "seems to offer an acceptable approach for coping with 
a difficult and pressing problem." The restranit apparent in that en- 
dorsement stems from the fact that we believe there is need for a num- 
ber of changes which will materially improve the bill. It will be my 
purpose to present tliese recommended changes to you and explain 
why we tliink they are necessary and desirable. 

Section 401 (a)(1) should be amended as follows: 
Page 16, lines 10-14, strike the first sentence and substitute th'^ 

following: 
On or before March 1, 1971, I he Corr)oratlon Is authorized to contract and uix>n 

written request therefor from a railroad shall tender a contract to relieve tbi> 
railroad, from and after March 1, 1971, of its entire resiwnsibility for the pn- 
vision of intercity rail passenger service. On or after March 1, 107.3, but befop; 
January 1, 197.5, the Corporation is authorized to contract and upon writte.i 
request therefor shall tender a contract to relieve the railroad of its entire 
responsibility for the provision of intercity rail passenger service and such relief 
shall become effective upon the date on which such contract is executed. 

This amendment is necessary to assure that all railroads operating 
intercity rail passenger service shall be given the opportunity to con- 
tract with the Corporation to be relieved of their intercity rail pas- 
senger service responsibilities and to fix specifically the date upon 
which the railroad will be so relieved. 

We understand that this proposal is entirely consistent with the con- 
cept fo the bill and the intent of its authors. 

Section 401(a) (3) (B) should be amended as follows: 
Page 17—Strike all of lines 21-24 and substitute the following: 
(B) 200 per centum of the avoidable lo.ss of the intercity rail passenger service 

operated by the railroad during the period .January 1, 1969 through December 
31. 1909, between those points between which the Secretary, under Sections 201 
and 202 of Title II of this Act, has specified that intercity passenger trains shall 
be ojjerated within the basic system. 

The purpose of this amendment is to insure that there shall not be 
included the avoidable loss on service between two points that are botli 
in the basic passenger system but between which the Secretary has not 
specified there should be service, that is, a railroad operates service be- 
tween points A and B, between C and D and between B and C. The 
Secretary specifies service between points A and B and between C and 
D as parts of the basic system but not the service between points B and 
C. The amendment is intended to exclude the avoidable loss of service 
between B and C as part of the avoidable loss under this alternate for- 
mula. Similarly, if there was in existence local service between A or B 
in the above example and some intermediate point X, and points A to 
X or B to X had not been designated as points between which serv'ice 
should be rendered, the avoidable cost of local service between A and 
X or B and X, which was not j)art or through service from A to B, 
should not be included in applying this alternate formula. 
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Turninff now to section 402 (a), we suggest on page 19, line 2'2, that 
you substitute a comma for the period and add tlie following: 

And the rights of the Corjwration to such service or to the use of tracks or 
facilities of the railroad or agency under such order or under an order is^jiied 
under paragraph (b) of this section shall be conditioned upon payment by the 
Corporation of the comiiensation fixed by the Commission. 

This is to give the carrier an option to stop providing the service or 
facilities he was ordered to provide in the event the payment of the 
compensation fixed by the Cforamission is not paid. The language in 
the bill gives rise to the possible interpretation that the carrier's only 
remedy is to bring an action to recover the amount owed. The remedy 
assured by this amendment is no more than the law of contracts would 
accord any contracting party and there is no reason why a party con- 
tracting with the Corporation sliouldn't have this protection. 

One of our more important amendments is the one to amend section 
404(a). On page 21, strike all of lines 7-19 and insert the following: 

(a) No railroad which has been formnlly tendered a contract with the Cor- 
poration pursuant to Section 401 (a) of Title IV of this Act and has failed or re- 
fused to enter into such contract with the Corporation maj', prior to January 1, 
197.5, discontinue any intercity rail passenger service operate<l by such railroad 
between those |X)iMts between which the Secretary, under Sections 201 and 202 
of Title II of this Act, has specified that intercity passenger trains shall be op- 
erated within the basic system, the provisions of any other Act, the laws or con- 
stitution of any state, or the decision or order of, or the pendency of any pro- 
ceeding before, a federal or state court, agency, or authority to the contrary not- 
withstanding. Other intercity rail passenger service operated by such railroad 
may be discontinued under the provisions of applicable state law or section 13a 
of the Interstate Commerce Act. Uiwn filing by such railroad of a notice, sippliea- 
tlon or petition of or for such discontinuance, the Corporation may undertalse to 
initiate passenger train operations between the points served. 

This amendment will limit the freeze for nonjoiners to the intercity 
service between the ))oiiits in the system between which the Secretary 
has specified trains shall be operated. Otiier intercity trains are not 
covered by the freeze and with respect to them the carrier can follow 
the same procedures for discontinuance as it can today. 

This may not be what the framers of the bill intended, but it is 
clear that they did not intend the freeze to extend as far as the present 
language of the bill would carry it. We understand the authors of the 
IjHl intended the bill to apply only to intercity rail passenger service 
and therefore the words "intercity rail" would have to be inserted 
before the word "passenger" in lines 9 and 14. However, we feel that 
even if so amended, the bill woidd be too restrictive, and unfairly so. 

If the Secretary has not found that a particular service should be in 
the national sj'stem, how can the Congress po.ssibly ju.stify compelling 
a carrier to continue a service without regard to whether it is required 
to public convenience and necessity or pays its way—particularly when 
the Secretary, by its omission, has found that siich .service is not re- 
quired in the national system. We are not suggesting that the carrier 
be permitted to automatically discontinue service not included in the 
system, but only that the carrier be permitted to proceed under appli- 
cable law in the normal way and without even the benefit of a pre-sump- 
tion of no public convenience and necessity which logically and natur- 
ally would flow from being omitted from the sj'tem. I say "logically 
and naturally" because had the carrier seen fit to enter into a contract 
with the Corporation, the very same nonsystem service would have been 
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eligible for discontinuance withoit any proceeding under section 13a 
but merely upon giving tlie i-equired notice. Surely, if that result is in 
the public interest it is difficult to see how the completely opposite result 
could also be in the public interest. 

Perhaps an example would make the point clearer. Suppose a carrier 
is operating a train between points not included in the system at an 
out-of-pocket loss of $500,000 a year and also operates several first- 
class trains between points designated by the Secretaij as part of the 
system, also at a loss, aiid that carrier concludes that it does not want 
to enter into a contract with the Corporation to be relieved of its entire 
responsibility as a common carrier to render all intercity passenger 
service. Instead of applauding, or perhaps even rewarding, such an 
attitude so in keeping with the spirit of the free enterprise system, the 
Congress, under S. 3706 as passed by the Senate, would say "No, you 
must be punished and made to run your unprofitable trains outside of 
the system for the next 4 years without any possibility of relief." Thus, 
money that could be saved and could be applied to making even better 
the service in tiie .system or the freight service for the benefit of ship- 
pers is forcibly sent down the drain. 

My lawyers tell me this is probably unconstitutional as a depriva- 
tion of property without due process or the payment of just compensa- 
tion. If we wished to be obstructionists we would not be here proposing 
to correct wliat may be an unconstitutional defect in the bill. But what 
you are trying to do here, in the main, is surely in the public interest 
and we think your good sense will tell you that this feature of the bill 
requires the change I have suggested. 

I might say at this time that the Southern Railway will offer an 
amendment, a substitute or an alternative amendment tomorrow along 
this same line, and we would certainly accept that amendment instead 
of ours if the Congress or if this subcommittee so decided. 

We have one other matter which has come to our attention since our 
testimony on these matters was written, and tliat is some question has 
arisen as to whether this passenger corporation would compete for 
mail with other forms of transportation—rail, truck, air, et cetera. 
We beliexe or at least we are told that this is not the intent of the Cor- 
poration. But we are somewhat fearful that they might decide to com- 
pete with the other various forms of transportation. 

So, we would like to see an amendment following the word "mail" 
on line 22, page 12, which would just say after tlie word "mail," "at 
rates not less than those prescribed by the Inter.state Commerce Com- 
mission." 

I come now to a series of rather simple amendments relating to the 
protective arrangements for employees in section 405. We have dis- 
cussed these amendments with representatives of railroad labor and 
the Department of Transportation. As I said before, they understand 
our position and we understand their position and I think we are es- 
sentially in complete understanding. 

^fr. FRFEnKL. And in accord, too. 
Mr. GooDFELLOw. Generally in accord. There are several things the 

Department prefers. That is not to say we completely agree. In this 
section we would like to amend page 23, line 11, after the word "of" 
insert the words "intercity rail." 

This is to avoid the application of this section to commuter service. 
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Amend section 405 (b) as follows: 
Page 24, strike lines 10 through 14 and substitute the following: 
No contract under Section 401(a) (1) of this Act between a railroad and the 

Corporation may be made unless the Secretary of Labor has certified to the 
Corporation that the labor protective provisions of such contract afford affected 
employees fair and equitable protection from the railroad. 

No one has been able to explain to us when "final settlement of any 
contract under section 401(a)(1)" would take place and it was 
thouglit that no one could object if the wording was changed to give 
the Secretary of Labor autliority to pass upon the adequacy of the 
protective labor conditions in advance of the time the Corporation 
contracted with the railroad. 

Amend section 405 (c) as follows: 
Page 24, line 16, after the comma and before the word "the" insert 

the word "all." 
This is merely a technical clarifying amendment. 
Amend section 405 (d) as follows: 
Page 25, lines 7-11, strike the last sentence of section 405(d) and 

substitute in lieu thereof the following: 
Provided, however, that wage rates provided for In collective bargaining 

agreements negotiated under and pursuant to the Railway Labor Act shall be 
considered as being In compliance with the Davis-Bacon Act. 

This amendment eliminates the provision making applicable health 
and safety standard provisions by the Secretary oi Labor under Pub- 
lic Law 91-54 as no one seemed to feel that it was particularly 
appropriate. 

The language added is to insure the nonapplicability of the Davis- 
Bacon Act to work performed by railroad employees. 

The final amendment I want to submit to you is an amendment to 
the Internal Revenue Code and is designed to permit a participating 
railroad, for tax purposes and at its election, to deduct as an ordinary 
and necessary business expense any payment whether in cash, goods, 
or services made to the Corporation pursuant to a section 401 contract. 

If treated as an expense, any jiroc-eeds received by redemption or 
tiixiiblp disposition of the stock will l)e treated as ordinary income to 
the extent of any deduction previously taken. I am not familiar with 
the intricacies of tax law but I am told that what we are seeking is 
not unlike the treatment allowed certain expenses incurred by i)ur- 
chasers of stock issued by tlie Federal National Mortgage Association. 
I can only say that ac(|uisition of the Corporation's stock under the 
terms of this bill is a far cry from the ordinary purchase of stock by 
way of investment in an arm's length transaction. I tliink what we 
suggest is reasonable and we hope the committee and the Congress 
will also. 

The amendment is attached to my statement as appendix A. 
Mr. Chairman, I appreciate the oi)portunity of appearing before 

this committee on this important legislation. I urge adoption of the 
amendments I liave suggested and speedy passage of S. 3706. 

I will l)e followed by some labor witnesses and I want you to know 
we have gone over their amendments and we are essentially in accord 
with them as they will be presented. 

(Appendix A to Mr. Goodfellow's statement follows:) 
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APPENDIX  A 
Section 805 

Subfhapter B of Chapter I of the luternal Revenue Code of 19r)4 is amemled 
by adding to Part Vlll the following provision : 

Section 2.")0. Certain payments made to the National Railroad Passenger 
Corporation. 

(a) Treatment as expenses.—A common carrier by railroad within the mean- 
ing of Section 1(3) of the Interstate Commerce Act may, at its election ( made 
in accordance with regulations prescribed by the Secretary or his delegate), 
treat payments, whether in cash, goods or services, made to the National Rail- 
road Passenger CorjKjration pursuant to a contract entered into under the pro- 
visions of Section 401(a) of the Rail Pa.sisenger Service Act of 1970 ( U.S.C., 
sec.  ), as ordinary and necessary business expenses in the year in which 
such payment Is made. Expenditures so treated shall be allowed as a deduction. 

(b) If a railroad makes the election provide<l in subsection (a) of this 
section, any subsequent distrilmtions in redemption of its stock by the National 
Railroad Passenger Corporation or any proceeds derive<l from taxable disposi- 
tions of such stock shall be treated as ordinary income to the railroad in the 
year in which any such distributions or proceeds are received, to the extent of 
deductions previously claimed under sub-section (a) of this section. 

Subchapter O of Chapter I of the Internal Revenue Code of 1954 is amended 
by adding to Part II the following provision: 

Section 1016(a) : ... (23) for amounts allowed as deductions for expendi- 
tures incurred under Section 2.50 (relating to certain payments made to the 
National Railroad Passenger Corporation), and resulting in a reduction of the 
taxpayer's taxes under this subtitle. 

Reasons for the Amendments.—Presently the railroad industry is utilizing 
its resources in an effort to upgrade its transportation equipment and roadway. 
Both the Treasury Department and the Congress have provided tax incentives 
for railroads in furtherance of the industry's efforts to modernize and expand 
its transportation facilities. The purpose of this amendment Is totally consistent 
with this policy. 

Further, Congress has already seen fit to provide a deduction for a capital 
contribution in circumstances similar to those under the provisions of the pro- 
posed bill. Presently the Federal Income Tax Law [§162(d)] allows initial pur- 
chasers of stock issued by the Federal National Mortgage Association to deduct 
as ordinary and nece-ssary business expense paid or incurred during the taxable 
year the excess of the issuance price over the market value of FNMA stock on the 
date of issuance. The reason for this provision is that FNMA subscribers are in 
a sen.se compulsory subscribers since sale of their mortgage paper to FNMA is 
conditioned on the acquisition of FNMA stock. Similarly, under the bill the 
railroad is a compulsory subscriber since otherwise it is prohibited from discon- 
tinuing any, and even under our own amendments much, of its intercity passenger 
train service until after January 1, 1975, and must continue to bear the losses 
therefrom. It is submitted that this established Congressional policy should 
be equally available to permit railroads to deduct their payments as ordinary 
and necessary business expenses. 

Mr. FRIKDEL. If I can digest briefly what some of your amendments 
propose wliat do you want to do witli tlie moratorium about discon- 
tinuing tlie passenger trains? 

Mr. GoooFi'^i.i.ow. I have not said anything about any moratorium, 
Mr. Cliairman. AVliat we are trying to avoid is tlie freeze if you do not 
accept a contract after this htw goes into effect. 

I think the moratorium Mr. Stafford spoke of yesterday was es- 
sentially the moratorium that would keeji train taking off before them. 
"We have not said an^'thing about that in this testimony, because we 
don't want to muddy the waters. 

The Commission recommended some relief to you on that ye^sterday. 
What we are really concerned about is if a railroad wants to operate 
its own trains as a contractor that way, in effect operate its own trains 
and not have to have the Cori)oration take them ovei", we don't think 
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they sliould have their other trains frozen. That is wliat we are trying 
to say. 

Mr. FRIEDEL. YOU say on page 4 in your last paragraph: 
If the Secretary has not found that a particular service should be in the na- 

tional system, how can the Congress possibly justify a carrier to continue serv- 
ice without regard to whether it is required by public convenience and nec-essity 
or imy its way ? 

Mr. GooDFELLow. This would apply to the train that is not a part of 
the system. It is very possible to have a train go from Chicago to San 
Francisco and that would be the train designated in the system. 

This same railroad might have a train that ran from some point on 
that line to anotlier point up into the mountains or np into the country 
some place. But the Secretary would not make that a part of the sys- 
tem. You have the branch line with a train going up to the country 
which is not in the system, but the transcontinental train is in the 
system. 

The railroad decides the price is too high to join the syst«m, but we 
will continue to run the train. They run that transcontinental train 
but under this law, because they did not sign the contract, they are 
not allowed to take on the branch line train. 

If they joined the Corporation, the branch line would practically 
automatically come off. 

Mr. FRTEDEL. They would get a refund for the losses. 
Mr. GoODFELLow. We Avould not get any refund, no. 
Mr. FRIEDEL. If you signed a contract with the corporation and 

there were any losses on that passenger run, then you would be re- 
funded for the losses, would you not? 

Mr. GooDFELLow. The corporation would assume the losses. 
Mr. MoLONEY. I think it is important to re^ilizc the railroad is paid 

notliing by the corporation luuler section 401 (a). All of the payment 
under tliat contract is money going from the railroad to the corjjora- 
tion—no reimbursement to the railroad. 

Mr. GooDFELLOw. The only thing the railroad gets reimbursed for 
is actual cost of service, train crews, train crews or ticket agents or 
anything like that. 

As Mr. Moloney pointed out, in order to join the corporation and 
sign a contract, you are required to make a contribution for which 
you get stock. 

Mr. FRIEDEL. If you don't enter into the contract and want to run 
a particular passenger train that would be part of a national system 
and you would run it by yourself tlicre would be no reimbursement. 

On the other hand, if you are running a train which is losing 
money and you enter into a contract with the corporation, is there 
any reimbursement there at all? 

iVfr. GooDFELLow. It is the corporation's train and we are relieved 
of the responsibility of that train. 

Mr. FRIEDEI.. ^'oiii- last amendment about the Internal Revenue is 
not within our jurisdiction. 

Mr. GooDFELLow. I apjircciate that has to be worked out with Ways 
and Means. We are hoping you will work it out. 

Mr. DiNGELL. I followed your statement with interest, Mr. Good- 
fellow. I must confess this bill seems to have considerable merit. Let 
me ask you this question: What is there in S. 3706 or H.R. 17849 
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whicli will require upjrrading of passenger service to assure that the 
passenger ser\ice that is afforded the people, if either of these pieces 
of legislation is passed, will be modern, fast, convenient, and of the 
highest quality? 

Mr. GooDFELLOw. I don't know that there is anything written in 
tlie bill except that the corporation is charged with doing just that. 
It is not spelled out, but they are cliarged with running the best pos- 
sible service because this is what they have said, the sponsors of the 
corporation, that this will be a good railroad passenger corporation 
and we will run fine trains and we tliink wc will get people to ride 
trains again. 

Mr. DixoELL. What is there that will guarantee that these trains 
will move between points at speeds approximating, say, 150 to 200 
miles an hour which is within the state-of-the-art? Is there anything 
in the bill requiring that? 

jMr. GooDFELixiw. To run that fast; no. 
Mr. DiNGELL. What assurances are there that the roadlx'd and the 

trackage on which these trains will be run will be maintained so that 
they can safely provide high-speed service. 

Mr. GooDFELix)w. If the Corporation so decides the trains will nm 
at 150 miles an hour, the roadbed will be maintained for that opera- 
tion at the Corporation expense. 

Mr. DiNGEix. "WHiat in the bill says that ? 
Mr. MoLONKY. I think. Congressman Dingell, the answer to the 

question you are asking lies in this area: The Secretary under tliis 
1)111 has the authority to designate the points where passenger service 
sliall be performed and to specify the service characteristics of that 
operation—scheduling, train concept, dinei-s, sleepci-s, parlor cars, and 
scheduling includes houre of departure, time over the road, and having 
specified that the bill imposes an obligation on the Corporation to 
perform that as the minimum service for 5 yeai-s. 

Tliere you find the specification and there you find the direction to 
the Corjxjration to perform these specified services. 

Also, there is provision in here for the financing for the expenditure 
nf money on maintenance of ways where it is necessary to spend that 
money in order to accommodate the operation that will be conducted 
by the Corporation. 

Mr. DixoELL. There is another matter that troubles me about this 
bill. Wliat is there in this piece, of legislation that would assure that 
money expended for upgrading the roadbed to assure the kind of road- 
bed that is needed for really fast, high-speed service between two 
j)ointK wouldn't, be immediately dissipated by running heavy freight 
trains over the same track and dissipating and eliminating the Iwne- 
fits by so doing ? 

I see a peril here, if we, through the Cori)oration, spend a lot of 
money to upgrade the tracks, not long thereafter the railroads will 
increase the rate, frequencj', speed of the freight trains with the result 
that the roadbed will get right back in the same shape it was before and 
expenditures made to upgrade roadbeds for rapid passenger ser\ice 
will begone. 

Wliat protection is tliere in either of frhe.se bills for that kind of 
protection ? 

Mr. MoLOXEV. There is no particular provision for the condition you 
describe. It is a condition that must prevail, where a facility is used 
jointly for both freight and passenger service. 
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Mr. DiNGEix. Is tliere any requirement that tliere be a sharing of 
the costs and freight service would be paid for out of railroad funds 
as opposed to Corporation funds ? 

Mr. MoLONEY. No, sir. 
Mr. DiNGELL. Does that appear to be a fair recjuirement ? 
Mr. MoLOXEY. First, you would have to establish there is tlie bene- 

fit in your question. 
Mr. DixGEiJ.. Is it not fair to assume there would be such a benefit? 
Mr. MoLOXKY. Not necessarily, no. 
Mr. FRIEDEL. Mr. Pickle. 
Mr. PICKLE. Mr. Goodfellow, you said that the representative of 

the employee organizations apparently showed you some of the amend- 
ments they were going to oner and you were in general accord. Arc 
they in accord with the amendments you have suggested in your 
testimony ? 

Mr. GooDFELU)w. I think several of them are connected but I tliink 
they are different amendjnents. 

As I recall it, a good many of them are in this same area as described. 
Mr. PICKLE. If this Corporation is established and both high speed 

trains and freight trains continue to run over these tracks, is it fair 
to say that continued use of these tracks by the haulage of freight 
will constantly downgrade the tracks in the pre.sent system ? 

Mr. GooDFEi-utw. ("ongres-sman, I think tliis is a problem that has 
Iwen met for many years in joint facility contracts by railroads. Gen- 
erally, the contract in a joint facility, and this is what this would be, 
a jointly used facility, is based on the number of ton miles. 

So, if a railroad was going to run a lot of heavy tonnage, this would 
certainly be taken into consideration when the contract for the shar- 
'ng of the maintenance of way expenses was considered. The sjieod 
of the freight trains and the speed of the passengers is another thing 
that would affect the tracks and this would have to bo taken into con- 
sideration before the agreement was written. I would have to assume 
in each one of these cases where a train travels over a piece of track 
tliat is used by the Corporation's passenger trains and freight trains, 
a very careful contract wil be written so the expen.ses of maintenance 
arc shared properly. 

If the passenger trains run 150 miles an hour and we are still to 
run heavy coal trains over them, from my experience we will have a 
little proolem of maintenance, but we can do it and the costs can be 
fairly shared. 

Mr. PICKLE. Under the present conditions, the railroads own the 
roadbeds and right-of-ways. 

Mr. GooDFEij/)w. That is right. 
Mr. PICKLE. If the Corporation were formed and we were furnishing 

this intercity passenger service, if repaii-s need to be made or a new 
roadbed has to be constructed, at whose expense would that be made ? 

Mr. GOODFELLOW. I think if any clianges are to be made, takhig the 
roadbetl first, if we reduced any grade or curvature to accommodate 
a high-speed train, I think the Corporation should pay for that. 

If the track is to be upgraded from wliat it is so that the Corporation 
can run its trains at a higher speed, then I think this is a matter for 
negotiation. I don't think we can sit here and say that one rule will 
cover all of those situations. 



Mr. PICKLE. I tliink it will go to the heart of the whole problem 
in time tlioujrh. What is going to happen to these roadbeds* If the 
Corporation spends its money to improve the roadbeds, then under 
the present conditions they still belong to the railroads? 

Mr. G00DFEIJ.0W. That is correct. 
Mr. PICKLE. I think you are going to end up with an entirely dif- 

ferent system than we have now if railroad service is ever going to be 
effective we have to have a different kind of approach. If that is so, 
we will not be using the present rail system as we understand it now. 

So. we reach the problem if we do require new roadbeds, whose 
property will it be? 

Mr. GooDFELLOw. I don't tliink I can sit here and answer that 
question generally for the United States. I would assume if a line were 
built l>etween two cities, it would belong to the Corporation. If you 
are going to change a curve in an existing line, I don't see how the 
Corporation could own that. 

We are anxious to have this Corporation be successful, and I don't 
think that any of the railroads are going to try to take advantage of it. 

Mr. PicKi^. You have two main concerns. One, though you did not 
use the word moratorium, you don't think you ought to l>e required 
to put a freeze on all passenger service if it is not within the sj'stem. 
Of course, we have the problem if we had enough money we could 
make this bill nationwide in character and .set up a corporation that 
woiild cover the entire United States and we would not have this 
]ir()blem. That is not the approach we would like. It cannot be that 
broad or would you like to see it nationwide? 

Mr. GooDFELix)W. I thought it was. It does not cover every passenger 
train. I have not seen the Secretary's system. I don't know that it lias 
been made yet. 

Mr. PICKLE. I have not seen the system. Though it is nationwide in 
character in different points, it does not cover every system or else 
you would not be concerned about a freeze in points that are not 
covered under the system. 

Yet. we have the problem that Tinless we do hold the line some- 
where, there is not much point in trying to retain a system that is 
going to die by the time we get ready to j^ut it into effect, so this is 
the jiractical ])roblem. 

In order to save passenger service, we have to find some kind of 
answer to it. 

Thank you. Mr. Chairman. 
^fr. FiUF.nri,. Tliank von, Mr. Goodfellow. It is always a pleasure 

to have you here. 
Our next witness is Mr. Al H. Chesser, national legislative director, 

T'nitcd Transportation TTnion. 

STATEMENT OF AL H. CHESSER. NATIONAL LEGISLATIVE DIREC- 
TOR. UNITED TRANSPORTATION UNION. ALSO REPRESENTING 
THE CONGRESS OF RAILWAY UNIONS: ACCOMPANIED BY ED- 
WARD D. FRIEDMAN, COUNSEL 

Mr. CIIESSF.R. Mr. Clinirman. I have with me \h\ Edward D. Fried- 
man, who is our counsel and a member of the law fiim of Bernstein. 
Alper, Schoene & Friedman. 
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For the rexiord, Mr. Chairman and members of the committee, 
my name is Al PI. Chesser. I am the national leprislative director of 
the United Transportation Union. I appear today on behalf of not 
only my own union but also the Congress of Railway ITnioiis. 

The Congress of Railway Unions is a federation of the chief execu- 
tives of five railroad labor organizations. The affiliated organiza- 
tions are: 

United Transportation Union; Brotherhood of Railway, Airline 
and Steamship Clerks; Brotherhood of Maintenance of Way Em- 
ployees; Hotel and Restaurant Employees and Bartenders Interna- 
tional Union and Seafarers International Union. 

These organizations collectively represent approximately 75 or 80 
percent of the organized railroad employees in the country. 

We join with all others in the railroad transportation community 
to give our wholehearted support to this bill. 

Perhaps the most significant thing about the le^slation is that it 
has total recognition and supjwrt, regardless of party or position in 
the industrj' or in the economy. The birth pains of the Senate passed 
bill, S. 3706, were long and arduous. But in tiie past month or so, all ele- 
ments wtihin the administration, within the Congress, and within 
the industry came together to produce and support an historic meas- 
ure which, more than any otlier proposal, promises to revive in this 
country a first class, modem rail passenger transportation system in 
the 11th hour of its decline. 

The problem of the passenger transportation crisis is so well known 
that there is no need for me or for anyone to belabor the elements of 
wliich it is composed. We all know that action is long overdue and 
that time is essential. We can now reasonably expect that prompt and 
immediate steps will Ix? taken to enact a bill into law and to start the 
proce<lure by which we will renew and restore our national rail pas- 
senger transportjition network. 

There is no disagreement with the proposition that our passenger 
transportation system is out of balance. Each of us has experienced in 
one way or anotlier tlie crowded and dangerous high speed high- 
ways and expressways, tlie congestion in the air corridoi-s, higlilighted 
by the warnings of dangers from the air traffic controllers, the crowded 
airports, and more generally the uncertainties of air and automobile 
intercity travel, particularly for shoit runs. 

We know too well the story of the progressive deterioration of rail 
pjissenger service with its poor schedules, j)oor equipment, poor service, 
and even poorer treatment of tlie traveler. 

We know that there are few, if anv, wlio are not deeply coacpi'ned 
about the shrinkage of intercity jiassenger trains, close to the vanisiiing 
point—a reduction of more than 97 percent during the past four 
decades. All of us sliare tlie c(mccrn that, unless something is done, 
rail passenger services in the United States will disappear altogether. 

The bill would reverse this trend. The restoration of a safe, efficient, 
comfortable high speed national rail passenger system will, under 
the terms of this bill, become a matter of prime national passenger 
transportation policy with important implications for our national 
environmental and safety programs. 

There is no need for further elaboration or discussion. The problems 
and programs are thoroughly understood by all who are involved 
with the legislation. 
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The Senate gave consideration to the bill reported by its committee, 
a substitute supported by a bipartisan group and to the separate ideas 
of Senators Pell and Kennedy. There emerged the Senate passed bill, 
S. 3706. We tlierefore urge this subcommittee to support S. 3706. 

I should like to confine the balance of my comments to a few pro- 
visions of S. 3706 which appear to be somewhat ambiguous and which 
therefore, in our judgment, require clarification. We have prepared 
proposed amendments with explanations on these items, and I under- 
stand that our proposals have been made available to the members of 
the subcommittee. I should therefore like to refer to them briefly and 
to answer any questions which any of the members may have on any 
of these proposals. 

The first of these suggestions, which we have marked proposed 
amendment No. 1, would amend section 202 of S. 3706 to require the 
Secretary of Transportation to consult with the representatives of the 
railroads and their employees before he takes final action in establish- 
ing the basic national rail passenger system. 

The designation of the oasic rail passenger system is at the heart of 
the bill. Passenger service excluded by the Secretary from this basic 
system will clearly be vulnerable to discontinuance petitions by the 
railroad under the proviso to section 401 (a) (1) of the bill. The labor 
organization Jiave a deep-seated and well-established interest in the 
maintenance of these systems and have always had standing to lie 
heard in nny proceeding aflecting them. The new procedures in this 
bill for defining the basic transportation network somehow ovcrhwked 
this clear interest of the lal)or organizations representing railroad em- 
ployees who are directly affected by the inclusions and exclusions in 
the system to be developed. 

The proposed amendment woidd simplv require the Secretary to 
consult with representatives of the railroads and of the railway labor 
organizations before taking final action. 

The second of the proposed amendments would amend section 303 
(a) to provide for at least one employee representative on the Cor- 
poration's Board. 

That would be one of the eight appointed by the President. 
The bill as drawn establishes a quasi-public Corporation with a 

board of directors which includes representatives of the railroads, of 
the shareholders, of the public, and of the consumers. The only one 
mi.ssing is a representative of the employees, and we feel this must be 
an oversight and should !« repaired. 

The third proposed amendment would amend section 30.5 to develop 
more fully the thought that the Corporation will either take over or 
u.se, to the extent possible, all operating and nonoperating railroad 
employees who have been employed in the passenger train .ser\-ice. 
This is the intention of this provision, as expressed by Senator Prouty 
in the debate on the bill in the Senate, but the provision, as now 
drafted, appears to be limited to operating crews and must for that 
reason be clarified to insure the coverage of the nonoperating 
employees. 

The fourth proposal would make it clear that the Railway Labor 
Act, the Railroad Retirement Act, the Railroad Retirement I'ax Act, 
the Railroad Unemployment Insurance Act, and the various other 
employment standards and safety acts covering railroads and their 
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employees would apply to the National Railroad Passenger Cor- 
poration in exactly the same manner as these statutes apply to rail- 
roads. This is clearly the intention of section 306(b) at line 22 of page 
13 of the bill as now drawn. You will note, however, that the bill uses 
the phrase "laws and regulations with respect to safety and with re- 
spect to dealings with its employees" to cover this point, and we think 
that the language falls short of the mark. 

AYliile the Railway Labor Act would without (question be covered 
by this phrase, there may be some problems of inteiiiretation witli 
respect to tlie coverage of the Railroad Retirement Act, the Railroad 
Retirement Tax Act, and the Railroad Unemployment Insurance Act. 
These acts provide essential guarantees to railroad employees, and the 
amendment is, we feel, required to insure that these rights will not be 
prejudiced. 

1 he fifth proposed amendment is directed to several problems that 
arise with respect to the sanctions provided in section 307. iVs drafted, 
enforcement appears to be available only against the Coq^oratiou. 
Obviously, the obligations provided for tlie railroads need to be en- 
forced too. Secondly, we would put labor practices and labor agree- 
ments on the same footing with other obligations. And we feel that 
the available remedies should include damages and attorneys' fees 
where appropriate and not be confined to the traditional remedies 
peculiar to equity courts. 

The next tour propasals deal witli the protective arrangements for 
employees inider section 40.') of the Senate passed bill. These protec- 
tive provisions are drawn literally from their coimterparts, the Urban 
SIiuss Transportation Act of 1964 and the High Speed Ground Trans- 
portation Act of 1965, and follow the same policy stated in those acts. 
In adapting the protective provisions in the other transportation laws, 
it appears that tliere may have l)een some slipjiage, and our proposals 
will, we think, make the necessary corrections and adjustments. 

In our first one. Proposed Amendment No. 6, we would eliminate 
the word "adversely'' in the first sentence of the section, appearing 
on page 23 at line 10 of S. 3706. The bill as drawn requires the rail- 
road to provide "fair and equitable aiTangements to protect the inter- 
ests of employees advei-sely affected'' by certain actions in consequence 
of the bill. The word "adversely" does not appear in the Urban Mass 
Transportation Act or the High Speed Ground Transportation Act, 
and wo feel that its introductioii here might somehow be "adveree" to 
the interest of the employees which the oill intends to protect. 

The fact is that Senator Prouty, one of the principal authoi-s of the 
bill, explained during the debates that these provisions are "far more 
liberal' than their counterparts in the existing legislation. Yet the 
introduction of the word "adversely'' seems to narrow the scojie of the 
interest to be protected. We suggest that the word be dropped in order 
to bring the pi'ovision in line with provisions in the Urban Mass Trans- 
portation Act and the High Speed Ground Transportation Act. 

Our Proposed Amendment No. 7 is also a clarifying amendment. 
It suggests certain language additions to section •405(a)(1) to insure 
that any railroatl discontinuances of passenger service, whether they 
result from the service being taken over by the Corporation or from 
its being excluded from the basic svstem, will give rise to the obliga- 
tion to protect the intei-ests of the affected employees fairly and 
equitably. 
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Our Proposed -Vmendment Xo. S (-overs the jKiint already discussed 
with respect to the use of the word "adversely" in section -105(a) of 
the bill covering the obligations of the railroads. Section 40r((b) at line 
13 of page 24 simply refers back to the obligations establislied by 
section 405(a). 

Our Proposed Amendment Xo. 0 would impose upon the Xational 
Sailroad Transportation Corporation cori-esponding responsibilities 
for protective arrangements as are imposed n|>on the railroads in the 
first paragraph of section 4<i."). However, since the scope of the impact 
of the Corporation's operations is broader than discontinuances, the 
obligation to furnish protection is stated with appropriate breadth. 
For example, jobs mav be downgraded or eliminated as a result of 
structural or personnel reorganizations or consolidations or as a re- 
sidt of other changes in the service or in the operations or methods of 
the Corporation. 

Certainly, it was the intention of section 405(c) dealing with the re- 
sponsibilitv of the Corporation that all affected employees should be 
protected, but we feel that there are ambiguities in the section as now 
written and that the specific obligations of the Corporation should be 
enumerated. 

In connection with 405(c) let me deviate from our testimony. An 
amendment was suggested yesterday by the Chairman of the inter- 
state Commerce Commission when he testified. 

On page 4 of his testimony regarding piT)te«tive arrangements for 
employees he says: 

We recommend an amendment to provide that the provisions of section .">2(f). 
the Interstate Commerce Act, be the standard of fair and equitable arrangiements 
to the parties. 

Xow. with friends like this we don't need any enemies. Ob\-iously, 
this was a gratuitous attempt to deprive employees of protection here 
which the carriers have agreed to. It has heipn the policy of the Con- 
gress for 1<1 to 12 years and it is now emlnxlie^l in the first I'rban Mass 
Transit Act. 

Yet. at this late date, and I say this re:\lly does date the Interstate 
Commerce Commission because they just turned back the clock abotit 
l."» years. .*H). we would certainly ask that the committee shelve this 
amendment requestetl by the Interstate Commen-v Commission. 

Our final i>roposals woidd increase ftuuls which would increase the 
size of tiie srr.int and guarantees for the program. 

We feel ilvt the fisnire of i^iii million *pecifie<i as seed money for 
t'.ip Coriviniri.n :* totally inadequate and ni.-w jo«ipar<lize the success 
of f ".e whole i>r<»<Trani, 

AVe a'^o feol t-sat ti.e fitruros of i5«ui mil1i<in for the loan guarantees 
IT;.I .*7."I miMiiHi for emercency financial a^istam'* in sci'tions G<>2 and 
7'":1 are ^hort and -J'-.O'IM W increased to >il<>i million for guaranteed 
!• :v.s and ^^V"?""* million for emergency assistaiu-e. 

Mr. Chairman and meml>ers of the i-ommittee, if this legislation is 
ei.a -cl and if this s«-heme reacheil through this lesi-=lation fails in 
anr maner. this country will have a real problem m transportation. 
U'.-i'-.«e if this fails. I do not think anyone can judge how many j-ears 
:l w:i: he before there is another -vheme arrivevl at. 

Tills money is certainly inadequate. I think we have to lie reali.stic 
enough to mrtice that we have to have a gixxl system with gWKi first- 
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class equipment, with a good roadbed, with good schedules and good 
service. We know by experience without this it fails, and we cannot 
have this unless the funds are adequate to support this legislation. 

(The proposed amendments referred to follow:) 

Co.NOBEss OF RAILWAY UNIONS 

S. 3706 

PROPOSED  AMENDMENT   NO.   1 

Amend Ser-tion 202 as follows: 
On iwge 5, line 21, insert after the word "Secretary", ''after consultation with 

the representatives of the railroads and with labor organizations duly authorized 
to rejiresent railroad employees". 

Purpose.—•.•Amendment would require the Secretary of Transportation to con- 
sult with the representatives of the railroads and of their employees prior to his 
final action in establishing the basic national rail passenger system. 

K-rplanatimi.—The pivotal point of the bill is the development of a basic na- 
tional rail passenger system by the Secretary of Transportation to provide the 
framework for the restoration and renewal of a regional and national rail 
passenger transportation network. Passenger .service excluded from the basic 
.system as defined by the Secretary is clearly vulnerable to dLscontinuance actions 
by the railroad under Section 13a of the Interstate Commerce Act. The railway 
labor organizations have a deep seated and well established interest in being 
heard on actions of the kind to be taken by the Secretary. They, along with the 
railroads, should for this reason be given an opportunity to participate in the 
procedures for the formulation of the basic plan. 

The amendment would accomjilish this by insuring that the Secretary will pro- 
vide the representatives of the railroads and of the employees with an opDortunitv 
to comment on the plan prior to his final decision thereon. 

PROPOSED   AMENDMENT  NO.   2 

Amend Section .S03(a) as follows: 
On page 7, line 23, strike out the period and insert In lieu thereof the following: 

"and at least one such member shall l>e an employee representative.". 
Purpose.—To insure that the employees will have a voice in the actions taken 

by the Board of Directors. 
ErplanatUm.—The Cori>oration is quasi-public in nature. Under the terms of 

the bill, as drawn, the Board of Directors will include members representing the 
railroads, the shareholders, the public and the consumer. It seems altogether 
appropriate that the employees should also have a seat on the Board. 

PROPOSED  AMENDMENT   NO.   3 

Amend Section 305 as follows: 
On i)age 13, line 2, strike out "crews" and insert in lieu thereof "employees". 
On page 13, line 3, insert after "operation" the following: "and maintenance". 
On page 13, line 3, strike out the period after "trains" and insert In lieu thereof 

the following: "and to the performance of all services and work Incidental 
thereto.". 

Purpose.—This is a clarifying amendment. 
Explanation.—The purjwse of the part of Section 305 to which the proposed 

amendment is directed is to require the Corporation to give employment perference 
to those railroad employees who are engaged in performing all services incidental 
to the operation and maintenance of passegner service. The existing provision 
appears to be ambiguous since it sounds In terms of "crews necessary to the 
oiieration" of the trains and thus seems to be limited to oiH'rating employees 
alone. The debate in the Senate points up the fact that all operating and non- 
operating employees, who are involved with the operation of the passenger service, 
will be taken over or used by the Corporation to the extent that Corporation 
engages in the operation of the passenger .service. The amendment would clarify 
this and would also insure that the Corporation would rely on the railroads to 
provide operating and non-oi)erating crews to the extent that the railroads engage, 
by contract, in the actual operation of the service. 
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•••• PROPOSED  AMENDMENT   XO.   4 

Amend Section 306(b) as follows: 
On page 13, line 23, insert after "and with respect to" the following: "the repre- 

sentation of its employees for purposes of collective bargaining, the handling of 
disputes between carriers and their employees, employee retirement, annuity and 
unemployment systems and other". 

Purpose.—This is a clarifying amendment. 
Explanation.—The bill as drawn is designed to insure that the Corporation will 

be in no different position from any other carrier with respect to obligations under 
the Railway Labor Act, the Railroad Retirement Act, the Railroad Retirement 
Tax Act, the Railroad Unemployment In.surance Act. the House of Service Act 
and other employment standards and safety acts covering railroads and their 
employees. It Is felt that the phrase "dealing with its employees" while covering 
these various statutory rights and obligations, is somewhat ambiguous and re- 
quires clarification. 

PROPOSED   AMENDMENT  NO.   5 

Amend Section 307 (a) as follows: 
On page 14, line 16, after "Corporation" insert "or any railroad". 
On page 14, lines lJ)-20, strike out "(except In the exercise of labor practices 

not otherwise proscribed by law)". 
On page 15, lines 2-4, strike out ", in a case Involving a labor agreement, upon 

petition of any individual affected thereby," and insert in lieu thereof the follow- 
ing : "of any i)erson adversely affected or aggrieved thereby, including the repre- 
sentatives of the employees of any railroad or of the Corporation,". 

On page 15, line 4, insert after "equitable" the following: "or other". 
On page 15, line 4, after "relief" insert the following: ", including damages a.< 

well as reasonable attorney's fees as part of the costs of such action.". 
On i>age 15, line 5, after "terminate" insert the following: "or as comi)ensation 

for". 
Purpose.—To provide a legal remedy to any aggrieved person including the duly 

authorized representatives of the employees of the railroads and of the Corpora- 
tion for any violations of the Act by the Corporation or by any railroad. 

Erplanation.—The Corporation acting as common carrier by railroad should 
be in no different position from other carriers, and should be subject to the usual 
legal processes for any legal wrongs which it might commit. Whatever legal 
remedies which may have been available to employees and their representatives 
to enforce obligations of the railroads should be maintained intact with respect 
to any actions taken by the Corporation after it assumes the responsibilities of 
the carriers under the provisions of this bill. 

Sanctions should also be available to enforce the obligations of the railroads. 
The parenthetical clause on page 14, lines 19-20 "(except in the exercise of 

labor practices not otherwise proscribed by law)" is unclear and api)ears to 
serve no tisefnl puriwse and it is suggested that the clause should be deleted. 

PROPOSED  AMENDMENT   XO.   0 

Amend Section 405(a) as follows: 
On page 23. line 10, strike out "adversely". 
Purpose.—This is a clarifying amendment. The purpose Is to eliminate any 

possibility that the word "adversely" will be interpreted to narrow the scoi)e of 
employee interests sought to be protected. 

Explanation.—The protective provisions in this section are drawn literally 
from the comparable provisions in the Urban Mass Transi>ortntion Act of liXH 
and the High Speed Ground Transportation Act of 1965 and are designed to serve 
the identical policy expressed in these laws. Senator Prouty explained during 
the debate that these provisions are "far more liberal" than the prototype pro- 
visions in the acts referred to. The employee interest described in the predecessor 
laws, however, do not contain the word "adversely" and this term should there- 
fore not be imported into this biU. It seems clear that the drafters did not intend 
to narrow the scope of the provisions by the use of the word. No purpose is 
served by its introduction and its use may entail some risks. The amendment 
will bring the provision into line with the protective provisions of the Mass 
Transit Act and the High Speed Ground Transportation Act and will insure 
that the purpose of broadly defining the interest to be protected will be carried 
out. 
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PROPOSED   AMENDMENT   SO.    7 

Amend Section 405(a) as follows: 
On page 23, line 13, after "Act," insert the following: "whether such servit* 

is undertaken by the Coriwratlou or is excluded from the basic system,". 
Purpose.—This is a clarifying amendment. 
Krphination.—The i»rotective arrangements for employees provided by this 

section are modeled after the Urban Mass Transportation Act of 1964 and the 
High Speed Ground Transportation Act of 1965. Senator Prouty, one of the 
authors of the bill, explained that this se<-tlon contains protective labor provi- 
sions that are far more liberal than anything provided in existing law. The in- 
tention of the section is to provide fair and equitable arrangements to protect 
the Interest of any employee wliose employment is in any way affected by the 
revitalized passenger transportation program under the bill. 

Tliis purpose would appear to be achieved by the provision In Section 405(a) (2) 
with re.spect to the discontinuance of any passenger train service by a railroad 
after January 1, 1975 but there is .some ambiguity with re.spect to the impact 
of Section 405(a) (1) as written. The amendment would make it dear that any 
employee affected by a takeover of passenger service under .Section 401(a)(1) 
would have the full protection of Section 405: for example tho.se employees of 
a pa.ssenger service who, although the service may be taken over by the Cor- 
poration, are nonetheless not employed by the Corporation. Clariflcation is need- 
ed to assure that the protection is extended to all employees who may be dis- 
placed. The amendment would insure this result. 

PROPOSED   AMENDMENT   NO.    8 

Amend Section 405(b) as follows: 
On page 24, line 13, strike out "adversely". 
/'Mrpo«e.—This is a clarifying amendment. 
Explanation.—See proposed amendment No. 6. 

PROPOSED   AMENDMENT   NO.   9 

Amend Section 405 (c) as follows: 
On iwge 24, line 16, strike out the clause beginning with "the substantive 

requirements of subsection (b)" through to the end and ln.sert In lieu thereof 
the following: "The Ck)rporatlon shall provide fair and equitable arrangements 
to protect the Interests of employees affected by the following discontinuances or 
changes In its services, operations or methods: 

"(1) those undertaken pursuant to section 404(b) (2) or (3) of this Act; 
and 

"(2) those arising out of structural or personnel reorganizations or 
consolidations or other changes in the management or operations of its 
services. 

Such protective arrangements shall include the substantive requirements in 
subsection (b) of this section, as determined by the Secretary of Labor. The 
certification by the Secretary of Labor that the Interest of employees affected 
have received fair and equitable protection from the Corporation .shall be a 
condition to such discontinuance or change.". 

Purpoge.—This is a clarifying amendment. 
Explanation.—It is the stated purpose of the section to provide broad and 

liberal protection to all employees who may be affected by the development of 
the new rail transportation program. Section 405(a) defines the obligations of 
the railroad and section 405(c) defines the obligations of the Corporation. 
There appears to be no intention to distinguish between the obligations of the 
railroads in this respect from those of the  Corporation. 

The bill as drafted does not clearly indicate that these obligations are parallel. 
The proposed amendment would conform Section 405(c) to Section 4()5(a) to 

insure uniformity of coverage as to discontinuances. 
It also would make it clear that any dislocation of the Corporation's employees 

resulting from changes in service, operations, or methods would be covered by 
the section. It Is felt that this is needed since the Corporation, unlike the rail- 
roads, will have the continuing obligation to provide rail pas.senger service. 
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PB0P08E0   AMENDME>'T   >'0.    10 

Amend Sections 601. 602. 701 and 702 as follows: 
On (wge 26, line 15, strike out "$40,000,000" and In.sert in lieu thereof "$100,- 

000.000". 
On page 27. line 22, strike out "$60,000,000" and insert In lieu there "$100,- 

000,000." 
On page 28, line 2, strike out "60,000,000" and insert in lieu thereof "$100,- 

000 000" 
On ixage 29, line 2, strike out "$75,000,000" and insert in lieu thereof "§200,- 

OOO.OOO". 
On page 29, line 5, strike out "$75,000,000" and inert in lieu thereof "$200,000,- 

000". 
Purpose.—To provide ample funding. 
Exftlanatiwx.—It is e.ssential to the success of the new national rail transpor- 

tation s.vstem to insure that it is adequately funded. It Is felt that the atithoriza- 
tions in the bill fall short of this goal. There is some suggestion that these figures 
may have been understated as a result of a clerical error. In any event, the 
authorization of $100,000,000 of seed money for the operations of the Corporation 
and of $100,000,000 for the loan guarantee and of $200,000,000 for the emergency 
financial assistance is essential. 

Mr. CHESSER. I would like to make a couple of other comments about 
the testimony of the Chairman of the Interstate Commerce Commis- 
sion. 

The first is found at page 4 of the Chairman's testimony of yester- 
day dealing with the discontinuance of .service. He suggests that where 
there is a dispute between the Corporation and any State, regional 
or local agency regarding the apportionment of losses for service con- 
ducted in excess of the basic system that the matter be referred to the 
Secretary for decision. That is in the bill. 

But he says they believe that this should be amended and the sub- 
stitute Iw made that it l)e referred to the Commission instead of to the 
Secretary. 

We feel the Interstate Commerce Conunission in the last 7.5 years 
has had their chance and they have failed and they have failed miser- 
ably. They have not been before this committee before asking for 
clianges. <levising some scheme whereby we might have an adequate 
transportation system. So, they came here yestei'day as sort of a "me 
too" amendment scheme to be recorded in the record. 

So, we think they have had their chance and the bill should remain 
as it is. Let us have some new blood and some new thoughts and we 
think it will have a better chance of working. 

At page 5 of the Chairman's statement—— 
Mr. FRIEDEL. YOU are referring to the Chairman of the Interstate 

Connneice Commission? 
Mr. CHESSER. Yes, sir, he refers to section 301 to provide some 

measure of funds to relieve the railroad of their passenger operation 
h)SSM until such time as the Corporation becomes operational. 

We think at least ifj'ou take this away there would be no incentive, 
probably, to join the Ciorporation. If a carrier will be able to receive a 
subsidy for its operation, then there might not be any reason to have 
a corporation. 

In other words, we would use that schesme instead of the provisions 
in S. 3706. 

Then on page 5 furtlier down, the Chairman of the Interstate Com- 
merce Commission in his testimony says: 
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There are now pending before the Commission discontinuance proceedings In 
various stages of processing which involve approximately 140 trains. 

Proposals of the Penn Central alone involve about 80 trains, the largest of 
these being Its proposed discontinuAnce of all of its long-liaul east-west service. 

In caps he says: 
Enactment of S. 3706 prior to our decision would mean that this carrier like 

all others must continue to operate the trains througliout next March at a con- 
siderable financial loss. 

Now, Mr, Chairman, if this is not prejudging all of the cases pend- 
ing before that Commission at this time, then 1 just don't know what 
I am talking about. Here he states it in plain English that anybody 
can understand. How can he know ? 

They are in the process now of hearings. In the Eastern part of the 
United States, they had 2 weeks of hearings to start off here in Wash- 
ington. They will probably have another 2 or 3 weeks of hearings. 
They have not seen the evidence. The Chairman of this Commission, 
the examiners have made no recommendations, yet he says they are 
going to operate at a considerable loss. 

"We would like to know, how does he know this ? This has been going 
on for a long, long, time at the Interstate Commerce Commission. 

Mr. FRIEDEL. I do not have his statement before me. Did he say 
"it?" 

Mr- CHESSEH. NO, Mr. Chairman, he did not say "if." I also would 
like to furnish this to the subcommittee for the record. The Commis- 
sion, by petition from Attorney MacDoujgall who is an interested party 
in the case, has already received a petition seeking disqualification of 
the Interstate Commerce Commission on these cases on account of con- 
ferences and preconferences they have had with Penn Central manage- 
ment prior to these hearings. 

Mr. FRIEDEL. If there is no objection the petition will be included 
in the record at this point. 

(The petition referred to follows:) 

Before the Interstate Commerce Commission 

(Finance Docket No. 26106) 

PEWW CENTRAL TBANSPOBTATION COMPANY DisooNxnnrANCE 
OF 34 PASBENOEB TRAINS 

FETITION   BEESmO  DISQUALIFICATION   OF  THE  INTERSTATE   COMMERCE   COMMIBSION 

Comes United Transportation Union, by Its East/West Legislative Committee, 
and petitions the Interstate Commerce Commission that the agency disqualify 
itself from passing upon the proposed discontinuance of the involved 34 passenger 
trains, for the reason that the Commission, as outlined In an affidavit of Chair- 
man George M. Stafford, executed March 13, 1970, convened on February 24, 
1970 for the purpose of receiving a report from Mr. Stewart T. Saunders, Chair- 
man of the Board of Directors of the Penn Central Company, and Mr. Paul A. 
Gorman, President of the Penn Central Company, as to the problems and 
achievements resulting from the merger of the former Pennsylvania Railroad 
Company and New York Central Railroad Company. 

After the meeting, William A. Lashley, V.P. for Public Relations, was directly 
quoted in the February 23, 1970 issue of the WaahUiffton Evening Star: 

"They discussed with the commission their concern over whether or not the 
Congress was going to do anything this year about any federal assistance 
for inter-city passenger service. They just laid it on the line that Penn Central 
can no longer afford, or no longer has the resources to provide first-class passen- 
ger services without some help." 

46-684 O—70 ^9 
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On March 4, 1970, Penn Central pnbUcly announced that it would shortly file 
its notice to discontinue virtually all of the railroad's Bast/West passenger 
train service, other than that via the so-called water-level route of the former 
New Yorlc Central between New York, N.Y. and BufTalo, N.Y. 

The February 24, 1970 meeting was an improper exparte communication 
between the Commission and the officials of Penn Central. In Sangamon Valley 
Television Corp. v. United Stateg, 269, F. 2d 221, 224 (1959), the court said: 

"Interested attempts 'to Influence any member of the Commission . . . except 
by the recognized and public processes' go 'to the very core of the Commission's 
quasi-judicial powers . . .' ". 

While the practicalities of modern-day regulation may in some instances make 
intimate contacts desirable, the closed-door meeting of the Commission with Penn 
Central ofSciais, ten days before the carrier's public announcement of the mass 
train discontinuances, vitiates any potential Commission action. 

Under these particular circumstances, petitioner has no recourse other than 
to request that the Commission malte a full report and disclosure of the matter 
to the Congress, so that Congress may take appropriate action by means of 
special legislation to constitute an impartial tribunal before which this passenger 
discontinuance case may be heard. 

Respectfully submitted. 
THOMAS P. SHEABEB, 

Pittshurffh, Pa. 
ROBEBT C. TYLEH, 

Columbus, Ohio. 
JOHN DONEOAN, 
Syracuse, N.Y. 
(Attorneys for United Transportation Union). 
Of Counsel: 
GOBOON P. MACDOUOAIX, 

Washington, D.C. 
CEBTIFIOATG   OF   8E3VICE 

I hereby certify that I have this 27th day of April, 1070, sers-ed a copy of the 
foregoing personally upon counsel for Penn Central Transportation Company. 

GORDON P.  MACDOUOAIX. 
APPENDIX A 

In the United States District Court for the District of Columbia 

AFFIDAVIT OF GEOBOE M. STAFFOBD, CHAIBHAN, INTEBSTATE COMMEBCE COMMISSION 

WASHINGTON, 
District of Columbia, ss: 

GEORGE M. STAFFORD, being duly sworn, deposes and says: 
1. That he is the Chairman of the Interstate Commerce Commission, having 

served in that capacity since January 1,1970. 
2. That the Interstate Commerce Commission is the agency charged with the 

obligation to enforce the provisions of the Interstate C<Hnmerce Act, 49 U.S.C. 
§ 1, et scq., under which the franchises, rates and finances of the Nation's rail- 
roads are regulated. 

3. That he presided at a conference of the members of the Oommission on 
Tuesday, February 24, 1970, convened for the purpose of receiving a report from 
Mr. Stewart T. Saunders, Chairman of the Board of Directors of the Penn 
Central Company, and Mr. Paul A. Gorman, President of the Penn Central Com- 
pany, as to the problems and achievements resulting from the merger of the rail 
lines, approved by the Commission in Pennsylvania R. Co.—Merger—New York 
Central R. Co., 327 I.C.C. 475 (1966), sustained 389 U.S. 

4. That the discussion between Messrs. Saunders and Gorman and the members 
of the Commission at no time included the matters under consideration in I.&S. 
Docket No. 8486, Vegetables and Melons Transcontinental Eastbound, or in the 
related proceeding. Docket No. 35231, Petition for Rejection of Supplements. 

5. That a report and order of the Commission, Division 2. was approved in the 
Vegetables case on February 25 and served on March 11, 1970, requiring the 
cancellation on or before April 13, 1970, of the schedules of rates and charges 
considered in that proceeding, the operation of which has been postponed until 
March 15,1970. 
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6. That under the Commission's General Rules of Praetlce, 49 C.P.R. S 1100.101, 
petitions for reconsideration may be filed as a matter of right. 

7. That the Ad Hoc Committee on Consumer Interests, a protestant in the 
Vegetables ease, has not filed a petition for reconsideration and in no other way 
has brought to the attention of the Commission any alleged irregularities In the 
decision of that case. 

Dated this 13th day of March, 1970, at Washington, D.C. 
GEOKOE H. STAFFOBD. 

Sworn to before me this 13th day of March, 1970. 
MABY G. STYEB, 

Notary Public. 
APPENDIX B 

[Prom the (W&sblnarton, D.C.) Evening Star, Feb. 28, 1970] 

PEKN CENTKAL, ICC DI80TT8B RAUAOAD'S FINANCIAL WOES 

(By Stephen M.Aug) 

The board chairman and president of the Penn Central Co. met privately for 
nearly two hours yesterday with memliers of the Interstate Commerce Commission 
to discuss, among other things, the railroad's unhappy financial situation, it was 
learned today. 

One of those present, ICC vice chairman Dale W. Hardln, In answering a re- 
porter's questions, said of the financial picture presented : "It wasn't healthy." 

IOC Chairman George M. Stafford .said In an interview that Penn Central 
officials had sought the meeting. Although meetings between railroad oflicials 
and commissloiners are not uncommon. Stafford said that in the three years he 
has been an IOC member, this was the first time be had met with Penusy officials. 

COMMISSION  CONCEBNB 

The meeting apparently was not only a one-way recital of problems by Pennsy 
Board Chairman Stuart T. Saunders and its new president, Paul A. Gorman. 
Stafl?ord indicated the commission had several concerns. These included: 

Serious service problems in New England last December during which dellT- 
erles of such vital commodities as coal and liquified petroleum gas were de- 
layed. Pennsy officials blamed heavy snow and subfreezing temperatures. 

Questions as to whether Penn Central was considering converting railroad 
assets into cash for Investments in more profitable nontransportation businesses. 

PENNBY  ACCOUNT 

William A. Lashley, vice president for public relations, said the meeting— 
which he descrited as "informal"—was the first opportunity the company had 
to introduce (Jorman to the IOC. Gorman went to Penn Central last December 
from Western Electric Co., where he was a vice president. 

"They discussed with the commission their concern over whether or not the 
Congress was going to do anything this year about any federal assistance for 
inter-city passenger service. They just laid it on the line that Penn Central can 
no longer afford, or no longer has the resources to provide first-class passenger 
services without some help," Lashley said. 

Lashley did not attend the meeting, but he understood the condition of the 
railroad was discussed. 

On financial matters, Lashley reported, "They said, ''Sure, things are very 
tough Indeed,'" but they outlined some of the organizBtionsl steps Gorman had 
planned. 

"One of the things they covered was the fact that under present circumstances 
Penn Central Co. (the holding company) Is subsidizing the Penn Central Trans- 
portation Co. (the railroad) very heavily, and that a lot of the income from non- 
railroad assets that are in the transportation company ... is being poured right 
Into sustaining railroad operations," Lashley added. 

Stafford said his impression of the meeting was "of course they are having 
some difficulties. Their new president seems to be getting a good grasp on the 
thing. And I came away with the feeling that he didn't go up there to see any 
railroad go under, and he assured me there was no thought whatsoever of taking 
from the railroad for the other industries" (nontransportation subsidiaries). 

He added: "They talked about their financial structure. They weren't talking 
like any outfit that was ready to go Into what you would call receivership. They 
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pointed out what their problems were—^yes, they are hnvlng problems right now— 
and they wanted us to hear what their plans for the future are." 

Penn Central's earnings plummeted last year to $4,388,000 from $86,961,000 in 
1968. The railroad alone reported a 1969 loss of $56,328,000, compared with a 1968 
loss of $5,156,000. 

Mr. CHESSER. The Chairman of the Interstate Commerce Commis- 
sion has also said in his testimony that they believe an amendment 
to section 801 should be made to delete the reference to health of pas- 
sengers as a basis for regulation to be issued by the Commission 
dealing with adequacy of service. He states: 

We do not by any means consider the health of passengers unimportant. How- 
ever, jurisdiction is already lodged in the Surgeon General of the United States, 
and that is where we are convinced it should remain. 

Mr. Chairman, now this may be, but I think this committee should 
take a long look at this. I think we should know for sure. I have 
never known of the Surgeon (Jeneral or any of his representatives to 
inspect tlie food or the sanitation on a passenger train. 

Mr. FKIBDEL. The staff was instructed yesterday to find out how they 
check and how often, whether the food is checked and so on. 

Mr. ADAMS. I did not quite get your comment. Was it your com- 
ment that you have not seen the Surgeon General out looking at food 
on these trains or that you had seen his people out looking? 

Mr. CHESSER. We looked into this sometime ago, some years ago, 
because we thought there should be some kind of authority here to 
do just what you say, Congressman Adams. We were advised "by HEW 
and counsel tiiere that they did not have this authority. To the best 
of my knowledge, and I will stand corrected if I am wrong, but to 
the best of my Knowledge I have never known of the Surgeon Gen- 
eral or one of his representatives inspecting a passenger train for 
those reasons, for its food service or any other sanitary facilities. I 
think we should know without doubt 

Mr. FRIEDEL. We have instructed the staff to check into this. 
Mr. CHESSER. I wish to thank the committee for extending to me 

the privilege of appearing before it to express the views of the labor 
organizations which I represent. The comments which I have made 
are for the most part technical, but nonetheless we feel that the amend- 
ments which we have suggested are necessary in order to avoid some 
of the uncertainties in coverage which we otherwise might risk. 

The bill represents, in our judgment a monumental legislative effort 
and carries with it the great hope that health wUl finally be restored 
to this most important part of our economy. 

Thank you. 
Mr. FRIEDEL. I want to thank you, Mr. Chesser. You have made a 

very clear-cut statement and I think the committee is just as con- 
cerned as you are. Some legislation is needed and needed fast. 

You heard Mr. Goodfellow recommend three or four or five amend- 
ments. Are you in agreement with those amendments? 

Mr. CHESSER. AS Mr. Groodfellow mentioned, there was a meeting 
with our attorneys and I am not familiar with exactly all of those 
amendments. I tliink we were in agreement with most of them as 
I understand it. 

There was one that we did not quite agree with. In their testimony 
it was page 23, line 11, after the word "of" insert the words "inter- 
city rail." 
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Maybe this just needs some clarification. There certainly has got 
to be some language either in the bill or the legislative history, when 
we talk about mtercity rail and commuter service and what do we 
mean by cross-coimtry service or longer than 200 or 300 miles. 

I do not think you can measure this by exact mileage but between 
two important cities might be 500 miles if they decide that this system 
would be instituted. 

Now, would that refer to intercity or would it have some other def- 
inition ? This is our reason for calling that to your attention. 

Mr. FRIEDEL. In your statement on page 10 you state: 

We also feel that the flgrures of $60 million for the loan gruarantees and $75 
million for emergency financial assistance in Sections 602 and 701 are short and 
should be increased to $100 million for guaranteed loans and $300 million for 
emergency aseistance. 

Do you have anything to back that up, why is it that you think that 
much money is necessary ? 

Mr. CHESSER. I am ad\'ised and I recall this now. My statement 
should read $200 million instead of $300 million. 

Mr. FRIEDEL. IS there any way you can substantiate why this should 
be increased? 

Mr. CHESSER. Yes, as J said a moment ago, Mr. Chairman, this is 
going to cost a great deal of money. I think we know that. I think 
evervbody who has had a hand in this legislation realizes that. We just 
think the money that is in tliis bill is inadequate. 

For just a moment, let us compare tliis with the kind of money that 
this Government is spending every da^ on airlines and the airports. 
It is a tremendous amount. They are lust about what we woula say, 
filled uj). Even the airways between here and New York and some 
other cities are filled up. 

Now, let's quit spending a little bit of money here and let's put it 
over here where it is really needed, where we can handle some people, 
a lot of people if the facilities were there and would use this service. 

Mr. FRIEDEL. You also say you feel the figure $40 million specified as 
seed money for the Corporation is totally inadequate. But you do not 
recommend what it should be. It is on page 10, the next to the last 
paragraph. 

Mr. CHESSER. It should be $100 million. 
Mr. FRIEDEL. $40 million to $100 million « 
Mr. CHESSER. Yes, sir. 
Mr. FRIEDEL. Mr. Pickle. 
Mr. PICKLE. Thank you, Mr. Chairman. 
I am glad Mr. Chesser that your organization and the AAR seem 

to be in general agreement with the bill before us. At least we are 
in the area where we can work out probably the differences or the 
details and produce a bill. I think we have a problem still in the 
area of discontinuance of trains but it is more of a national problem 
perhap$ than in the system itself. 

I think I am in general agreement with most of the amendments 
you have offered just as I thmk the AAR are reasonable in their ap- 
proach. I do feel, though, that it ought to be commented on on pmge 4 
of Mr. Stafford's testimony on which you commented upon with ref- 
erence to these discontinuances. That section of the bill to which he 
hjd reference would talk about the apportionment of services be- 
tween points on the system. 
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You made a point that if there was a dispute between either the 
Corporation or the State and the regional or focal agencies regarding 
the apportionment of losses that this matter would be referred to the 
Secretary for decision. They wanted to have the Commission and you, 
of course, do not agree with that. 

I think we have to have an agency that can properly say to us as a 
committee that the losses are x in nature and we must rely on the ICC 
generally for a lot of this information. I am not sure that it still ought 
not be referred to the committee or the Secretary or at least it ought 
to be provided in there after consultation with the ICC, the decision 
would be left to the Secretary. 

Would you be agreeable to the approach after consultation with 
the ICC? 

Mr. CHESSER. Of course, in the first instance and the first thought 
we had was that the Commission, we think, has done a miserable job 
here. If they want to be helpful, I think they had better change their 
accounting system that they have had since the inception of the Com- 
mission atout 75 or 80 years ago. 

I am not so sure that they have the expertise there to do what this 
bill calls for. If thev have, they have not exercised it very well. 

Mr. PICKLE. Who has that expertise? 
Mr. CHESSER. I don't think anyone has at the present time. I think 

they could have. 
Mr. PICKLE. They could have and they should have. 
Mr. CHESSER. I will agree with you that they should have. 
Mr. FRTEDEL. Mr. Adams. 
Mr. ADAMS. Mr. Chesser, I have one question. You criticized Mr. 

Stafford's proposed amendment where he said he felt there should be 
an amendment to provide the provisions of section 5(2) (f) of the ICC 
for standard and fair and equitable arrangements to protect the pres- 
ent interests of rail employees. I do not have the section before me, 
so I do not know what the controversy is. 

Mr. CHISSER. My first complaint is, he is trying to play a little game 
here. It is very obvious that it is the intent of the Commission or 
speaking for the Commission, it was the intent to take away some job 
protection for the employees. 

Mr. ADAMS. Do you mean section 5(2) (f) which you mentioned had 
been superseded by something else? I am just trying to find out what 
had happened and what the controversy was over that section. 

Mr. CHESSER. Section 5(2) (f) has been in the Interstate Commerce 
Commission Act for a long, long time. It is minimal as far as job pro- 
tection is concerned. In other words, it is so minimal that it is just 
a little bit better than nothing. 

On page 23 under section 405, Congressman Adams, under the pro- 
tective arrangements for the employees is where it expands on 5 (2) (f) 
of the Interstate Commerce Act. 

Mr. ADAMS. In other words, you just don't want an amendment in 
there which limits the present operating relationships between rail- 
roads, which would be in this case the Corporation, and the employees 
to the provisions of 5(2) (f) ? 

Mr. CHESSER. Yes. The reason this is so obvious, 5(2) (f) is in this 
bill on page 24, line 6. It is already here. He is talking about an 
amendment. So, this is the very reason. 
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Mr. ADAMS. YOU mean the minimal requirements of 5(2) (f) are 
met on page 24 so his amendment is not necessary ? 

Mr. CiiESSER. It is not only not necessary, "but I would hope this 
committee would not let him rob us of something which is really ours 
here. 

Mr. ADAMS. Thank you, Mr. Chesser. I have no further questions, 
Mr. Chairman. 

Mr. FRIEDEI>. Thank you, Mr. Chesser. 
Our next witness is Mr. Edward J. Hickey, Jr. of Mulholland, 

Hickey & Lyman, general counsel for the Railway Labor Executives' 
Association. 

You may proceed, Mr. Hickey. 

STATEMENT OF EDWARD J. HICKEY, JR., GENERAL COUNSEL, 
RAILWAY LABOR EXECUTIVES' ASSOCIATION 

Mr. HiCKEX. Mr. Chairman and members of the subcommittee, my 
name is Edward J. Hickey, Jr. I am a member of tiie firm of Mulhol- 
land, Hickey & Lyman with offices at 620 Tower Building, Washington, 
D.C., and am general counsel for the Eailway Labor Executives' Asso- 
ciation in behalf of which I appear here today in support of S. 3706 
with certain amendments which we propose for your consideration. 

The Railway Labor Executives' Association is composed of the 
chief executive officers of 14 national and international railway labor 
organizations and the Railway Employes' Department, AFL-CIO. 
For the record, I should like to identify these organizations. They are: 
American Railway Supervisors' Association; American Train Dis- 
patchers' Association; Brotherhood of Locomotive Engineers; 
Brotherhood of Railroad Signalmen; Brotherhood Railway Carmen 
of the United States & Canada; Brotherhood of Sleeping Car Porters; 
International Association of Machinists & Aerospace "W orkers; Inter- 
national Brotherhood of Boilermakers, Iron Ship Builders, Black- 
smiths, Forgers & Helpers; International Brotherhood of Electrical 
Workers, International Brotherhood of Firemen & Oilers; Interna- 
tional Organization of Masters, Mates & Pilots; National Marine 
Engineers' Beneficial Association; Railroad Yardmasters of America; 
Sheet Metal Workers International Association. 

All of these organizations and the other standard railway labor 
organizations which will testify before this committee through their 
association, the Congress of Railway Unions, have conferred through 
their attorneys and are in agreement on the amendments which should 
be incorporated within this bill by the House before it is passed by 
the Congress. 

You will note that as I proceed with the statement, although our 
characterizations and reasons will differ in expression, but the amend- 
ments which we seek are identical to the amendments on which Mr. 
Chesser has already spoken because of this conference, with one excep- 
tion that applies peculiarly to the organizations which we represent 
and on which he did not speak. 

We have one additional amendment, but our others are the same 
amendments, same language. We did this deliberately because we felt 
at this hour it was highly important if it were at all possible for all 
of us to get together and to try to agree so that we could come before 
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this committee and present you with a package on which we were 
in complete accord. 

We not only did this with the other labor organizations, but, as I 
will explain m the next portion of my statement, we did it with 
everj'body else that we could talk to whom we felt was a party in 
interest because we thought it was of critical importance to be able 
to say that it was possible to do so. 

As I have indicated, we have also conferred with the representatives 
, of the Nation's railroads who have indicated they are m agreement 
; with our proposed amendments with the exception of one relating to 
I legal sanctions for violation of the proposed law. To my knowledge 
•^ none of the parties in interest scheduled to appear before this com- 

mittee is in opposition to the amendments which we urge for your 
favorable recommendations. 

I wrote my statement for presentation to the cc«nmittee before I was 
aware of the statements by the Interstate Commerce Commission to 
which Mr. Chesser has already called your attention. In view of the 
Commission's position I suppose that the reference to "no party in 
interest" in my prepared statement may need some alteration. How- 
ever, I am not sure alteration is called for because I do not understand 
that the Commission is "a party in interest" with regard to the 
problems of us and the railroads in connection with employee 
protection. 

It is true, as Mr. Chesser says, that the Commission rather gratui- 
tously, we believe, has oflFered advice to this committee by way of a 
suggested amendment to eliminate all of the protection which has be- 
come standard under the Urban Mass Transportation Act and the High 
Speed Ground Transportation Act and confine itself to a part of that 
section which is section 5(2) (f) of the Interstate Commerce Act. 

I do not want to belabor this, but I want to say I completely agree 
with what Mr. Chesser said to you. This is a rather late date to 
make a statement about downgrading employee protection. It has 
become standard. It is perfectly obvious that the authors were using 
the Urban Mass Transportation and High Speed Ground Transporta- 
tion Acts. 

This does not begin to cover the areas that the remaining portions 
of this bill cover. 

Mr. PICKLE. When you say he recommended the elimination ad- 
versely, do you mean you would not want to do that ? 

Mr. HiCKEY. We are in agreement with that amendment. At this 
point, I was just commenting on the suggestion made by the Chairman 
of the Interstate Commerce Commission that the employee protection 
be limited to section 5(2) (f) of the Interstate Contunerce Act. 

Mr. FRIEDEL. YOU may proceed with your statement. 
Mr. HicKEY. Each of the amendments we propose is shown in the 

marked copy of the Senate bill, S. 3706, attached to my written 
statement, copies of which have been made available to the members 
of this committee. (Seep. 138.) 

If I may, I would like to refer to that. This statement is an 11-page 
statement, attached to which is a copy of the Senate bill which is 30 
pages, and we have shown each of the amendments that we propose 
on this by way of deletion by crossing through or the added language 
has been shown so that you can see exactly what we are talking about 
in context here. 
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A3 I indicated earlier, these amendments are precisely the same 
amendments on which Mr. Chesser has commented. They arose out 
of our joint sessiojis, and there is one correction I have to make un- 
fortunately. In assembling we got the wrong page in and I would 
like for the record, if I may, to invite your attention to page 25 of 
the attached Senate bill, to subsection (e) on that page at line 12. 

In line 13 the "normally" is struck through. It should not be. That 
was an earlier draft and we have changed our mind on that. 

Coming down to line 17, you will note that the word "shall" is under- 
scored. That word should be crossed through and the word "may" 
substituted for it. 

That is the only correction, Mr. Chairman, and I will be comment- 
ing on that particular amendment at a later point in my statement. 

As it passed the Senate, S. 3706 indicates that it was the intention 
of the authors of the bill to provide protection for the interests of all 
employees affected by actions taken pursuant to its provisions. Analysis 
of the language of S. 3706, however, discloses that this objective nas 
been incompletely accomplished. For this reason, the majority of 
the revisions which we suggest are clarifying amendments designed 
merely to carry out what appears to be the manifest intent of those 
provisions of the Senate bill which purport to protect the interests 
of the railroad employees who may be affected by action taken pur- 
suant to terms of the legislation. 

In addition to these clarifying amendments, we propose four amend- 
ments which provide substantive changes in S. 3706. Each of these is 
the amendments on which you heard Mr. Chesser testify also. In siun- 
mary, these changes would require (1) that the Secretary of Trans- 
portation confer with representatives of the railroads and their em- 
ployees prior to final submission of his plan for a national railroad 
system; (2) the inclusion of an employee representative on the Cor- 
poration Board of Directors; (3) a provision granting the representa- 
tives of the employees, as well as other interested persons, a means 

""OfTegal redress for violations of the new law; and (4) a realistic fund- 
ing program which would insure the accomplishment of the purposes 
envisioned by the Congress in enacting this legislation. 

May we first direct our comments to the substantive amendments 
and thereafter to the clarifying amendments. 

The first substantive change which we suggest be made in this bill 
is a modification of the terms of section 202 which is the provision 
dealing with the review of the basic system by the Secretary and his 
submission to the Congress. We simply request that the Secretary con- 
sult with the representatives of the railroads and with the representa- 
tives of their employees as a part of his consideration of the basic sys- 
tem before he submits his final report to Congress. There is no require- 
ment or suggestion made that the Secretary adhere to the views ex- 
pressed by representatives from the industry but it does seem to us 
strange to have the Secretary of Transportation designate a national 
passenger rail transportation system without at least consultation 
with representatives of those who have managed and manned the 
railroads to be included within the basic system. It would appear logi- 
cal that the views of the corporations and individuals who will actu- 
ally operate the system would be of value to anyone charged with the 
responsibility of constituting that system. 

You will further note that the simple amendment we propose at 
page 5, line 21 of S. 3706 could cause no delay either in the Secretary's 
submission to the Congress or in the inauguration of the system. 
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Our second substantive amendment would modify section 303(a) on 
page 7 of the Senate bill so as to provide for the inclusion of the Cor- 
poration Board of Directors of at least one employee representative. 
As presently written, the bill provides tliat the Board of Directors will 
have representatives from all segments of the interested public ex- 
cept those who actually operate and maintain the system. The decisions 
made by this board will be policy decisions which will have far-reach- 
ing effects upon the railroads, the corporation shareholders, the travel- 
ing public and the consumers. These decisions will also have no less 
impact upon the employees and quite often employees, due to their 
day-to-day familiarity with the operation of the system, would be 
able to offer sound advice as to whether a particular policy decision is 
feasible. Accordingly, it would not only seem fair but also essential 
to a more effective functioning of the board that at least one of its 
members be drawn from the ranks of those who actually man the 

I system. 
1 The third substantive amendment we propose would modify the 
I language of section 307(a) on pages 14 and 15 of the bill so as to pro- 
i vide' that any aggrieved party, mcluding employee representatives, 
t could institute legal proceedings for violations of the law. 
'; Now we are talking about the legal sanction section of the bill, Mr. 
i Chairman, and this is the one exception that I have to make in all 
I fairness to the railroads accord with our amendments and to this one 
I they have taken exception. 
j    As the bill now reads, only the Attorney (reneral, except in cases 
[involving a labor agreement, could bring such actions. Moreover, the 
jpresent language of section 307 makes only the Corporation subiect to 
/suit for violations of the act and our amendment would include any 
railroad which might not discharge all of its obligations under the 

, law. This amendment would also authorize recovery of damages as 
. well as a reasonable attorney's fee in addition to the equitable relief 

presently provided by section 307. Tliese amendments to section 307(a) 
are comparable to the language of sections 8, 9, and 17(11) of the 
Interstate Commerce Act in providing representatives of the employees 
affected by violations of law with a direct means of legal redress. 

Certainly, railroads taking advantage of S. 3706 to relieve them- 
selves of all responsibility in the area of rail passenger service and 
the Corporation which is to become a common carrier by railroad 
should be liable to those whom they injure by violations of S. 3706. 
That redress should not be restricted as it is under the present language 
of section 307 but should be broadened as proposed in our amendments 
to this provision. 

The final substantive amendment we propose involves the financial 
assistance provisions found in title VI and title VII of the bill. We 
are persuaded that the proAnsions for grants in section 601, loan 
guarantees in sections 602 and 701, and the appropriations authorized 
in section 702 fall far short of the amount necessary to inaugurate a 
financially sound and efficient national rail passenger system. More- 
over, even the increased funds and guarantees proposed by us remain 
far below those which are available under the ITrban Mass Transporta- 
tion Act and the High Speed Ground Transportation Act for the de- 
velopment and preservation of commuter and intercity corridor pas- 
senger traffic. We believe that the increased amounts suggested are 
realistic and will at least provide a meaningful beginning in this area. 
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As I indicated at the outset of this statement, the remaining six 
amendments which we urge be made in S. 3706 are for clarification 
purposes only and are intended to insure to all employees who may be 
affected by the enactment of S. 3706 the protections which the f ramers 
of the Senate bill obviously intended they should receive. 

The first such amendment we proposed relates to section 305 on 
pages 12 and 13 of the bill. We suggest a modification of the wording 
of the second sentence in that section so as to include all employees 
necessary to the operation of a passenger train system. As written, the 
language of section 305 would appear restricted to employment of only 
certain railroad employees in tnose cases where the passenger opera- 
tions are taken over and performed directly by the Corporation. 

Certainly, nonoperating employees (maintenance, clerical et 
cetera) are as vital to the successful operation of a passenger service 
as are the operating employees (engineers, trainmen, et cetera). There 
is no indication from the debate in the Senate as Mr. Chesser pointed 
out, to support a conclusion that a purpose of S. 3706 was to provide 
for employment by the Corporation only of the operating employees 
of the railroad. We believe that such a discrimination was not intended 
and therefore offer this clarifying amendment to section 305 of the 
bUl. 

Section 306(b) of the bill is designed to require the Corporation to 
be subject to all of the laws affecting its employees as are other com- 
mon carriers by rail. However, the use of the phrase "dealings with 
its employees'' is somewhat vague to effectively carry out the purpose 
of the provision. For that reason, we suggest language which will more 
precisely indicate the areas with respect to which dealings with em- 
ployees occur. 

All the remaining clarifying amendments relate to section 405 on 
pages 23 to 25 of the bill, which is designed specifically to provide pro- 
tective arrangements for employees affected by the enactment of this 
legislation. 

Our first suggested amendment is to strike the word "adversely" 
where it appears in 405(a) and 405(b). This is with reference to the 
question Congressman Pickle asked me about, and we are in accord 
with this. Section 405 consists of an adaptation of section 13(c) of 
the Urban Mass Tran8ix)rtation Act of 1964 and the High Speed 
Ground Transportation Act of 1965. These laws do not contain the 
word "adversely" in referring to the protection of the "interests of 
employees affected" by those laws. To my knowledge no legislation 
dealing with the protection of the interests of railroad employees, in- 
cluding section 5(2) (f) of the Interstate Commerce Act, has used the 
term "adversely" in describing the protection to be afforded the em- 
ployees by the statute. The elimination of the word "adversely" would 
make section 405 consistent with all other laws which protect the in- 
terests of railroad employees affected by congressional acts. Failure to 
eliminate this term from section 405 might be construed as indicating 
a congressional purpose to narrow the scope of protection to be af- 
forded employees in the Rail Passenger Service Act of 1970 as com- 
pared with the protection afforded employees under section 5(2) (f) 
of the Intei-state Commerce Act and under section 13(c) of the Urban 
Mass Transportation Act. We think there clearly was no such intent 
and that therefore the word "adversely" should be removed. 
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Section 405(a) appears to be designed to protect employees affected 
by the discontinuance of passenger service by a railroad whether that 
discontinuance takes place first, because its trains are not a part of 
the system, or, second, are discontinued because of the contract with 
the Corporation, or, third, are discontinued subsequent to January 1, 
1975, by a railroad which does not wish to participate in the system. 
However, a comparison of the language of 405(a) with that in 401 
(a)(1), particularly the proviso contained in the latter provision, 
might be construed as excluding from protection employees affected 
by the discontinuance of trains which are not taken over by the Cor- 
poration and which the railroad may discontinue merely by posting 
a 30-day notice of discontinuance. To avoid that result which we 
believe is unintended, we suggest the addition of language in section 
405(a) (1) which requires protection of employees whether they are 
affected by the discontinuance of trains in the system or excluded 
from the ^stem. 

Section 405(c) on page 24 of the bill is designed to protect em- 
ployees affected by action taken by the Corporation subsequent to 
the commencement of the operations under the basic system. The lan- 
guage of the provision, however, is much too general and vague in 
our judgment to insure such protection. The Corporation may under- 
take many activities which will affect employees no less seriously than 
would actual discontinuance of trains. For example, the Corporation 
could discontinue stops, stations or other types of services without 
discontinuing a train thereby affecting Mnployees whose interests 
might be claimed to be unprotected under tne present language of 
section 405(c). 

Certainly, there is no indication in the language or legislative his- 
tory thus far of S. 3706 which would indicate that it is the intent 
of this legislation to protect the interests of any particular group oi 
employees while denying protection to other groups of employees. 
But unless the language is clarified as proposed in our amendments to 
section 405 (c), such a result might occur. 

Our final modification to section 405(c) would require the Secretary 
of Labor to certify that fair and equitable protection had been afforded 
employees before the Corporation could discontinue or change its 
services, operations, or methods. This certification would be made 
and applied to the Corporation at the commencement of operations 
imder tne basic system ]ust as the protection for employees must be 
included in a contract prior to a railroad's discontinuance of service 
under 401(a)(1). 

Our concluding amendment relates to section 405(c) on page 25 of 
the bill. That is 3ie one on which I made the correction at the outset 
of my statement. That provision as written prohibits the Corporation 
from contracting out work normally performed by employees if such 
contracting out "shall" result in the layoff of any unployee or em- 
ployees in such bargaining unit. As writt«i, the Corporation could, in 
all good faith, contract out certain work which it felt would not result 
in a layoff but which later did result in such layoff and thereby render 
itself in violation of section 405(c). Indeed, it is often impossible to 
tell whether the contracting out of a particular item of work will 
result in a layoff. It is not, however, as difficult to determine that such 
contracting out "may" result in such a layoff. Therefore, we urge the 
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substitution of the word "maj^" for the word "shall" in the final clause 
of section 405(e). Since the intent of section 405(e) is to preserve for 
the shopcraft employees the performance of work normally performed 
by them, we suggest that such purpose should not be defeated or en- 
dangered by any language which could unduly restrict the basic intent 
of the provision. The change which we propose would serve to further 
the purpose for which this particular provision was designed. 

In conclusion, may we say that we are fully cognizant of the critical 
importance of this legislation to the public as well as the industry. 
It is not an overstatement to say that this is literally the last chance to 
f>reserve intercity rail passenger service in this country. But the legis- 
ation must also be workable. We believe that the amendments we 

have proposed in concert with other railroad labor organizations will 
contribute to that end and will insure a harmonious and orderly 
transfer of operation from the railroads to the Corporation. 

It is of particular significance, we submit, that the amendments of- 
fered today represent tne joint position of all railroad labor, are, with 
one exception, endorsed by the rail carriers, and, to our knowledge are 
unopposed by any other party in interest before this committee. 

Thank you for this opportunity of presenting our vie^vs on this im- 
portant legislation and for your kind attention to my remarks. 

(The amendments referred to in Mr. Rickey's statement follow:) 
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[Editor's Note: For full text of S. 3706 sec p. 62. There follows only those 
pages of S. 3706 where the Railway Labor Executives' Association has indicated 
a change in the language.] 

5 

1 consider opportunities for provision of faster service, more 

2 convenient service, service to more centers of population, 

3 and/or service at lower cost, by the joint operation, for pas- 

4 senger service, of facilities of two or morejrailroad companies; 

5 the importance of a givpa service to overall system viability; 

6 adequacy of other traqsportation facilities serving the some 

"^ points; unique characteristics and advaittagcs of mil service 

8 as compared to other modes; the xelationsblp of public beno- 

^   fits, of given services to tlip (>os(s of proviJipg tjicm^ nnd 

10 potential profitability of the scrvlpp. Tl'O exclusion of a pnr- 

11 ticular route, train, or service frojn the basic system slinll 

1^ not bo deemed to create a prosuinp(iun that tlio route, train, 

1^ or service is not required by public ponvcpience and neces- 

^ sity in any proceeding under section 134 of (be Interstate 

1^   Commerce Act (49 U-S.C. 13a),     .     • 

§202. Review of the basic system 

^"'.       The Commission shall, within thirty days' after receipt 

of the Secretary's preliminary report designating a basic sys- 

tem, review such report con^stent with the purposes of thi.« 

18 

19 

20 Act and provide the Secretary with its comments and rec- 
_. .after consultation with the representatives 

onmiendations. The Secretary/shall give due consideration to of the rail- 
roads  and with 

«uch comments and recommendations. The Secretary shall, lahor organiia- 
.< tions duly 

**   within ninety days after tlie date of enactment of this Act authorized to 
.. represent rail- 

siibmit his final report designating the basic system to the ^      eti«ioy««8, 

*^   Congress. Such final report shall include & sta^temcnt of the 
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1 consent of tho Senate, who shall also servo as the board of 

2 direotors for one hundred and eighty days following tho dato 

3 of enactment of this Act. Tho incorporators shall tako what- 

4 ever actions are necessary to establish the Corporation, in- 

5 eluding the fiUng of articles of incorporation, as approved by 
j     *      . 

6 the Preadent. '   . 

7 § 303. Directors and officers 

8 (a) The Corporation shall have & board of fifteen diroo- 

9 tors consisting of individuals who are dtizens of the United 

10 States, of whom one shall be elected annually by the board 

11 to serve as chairman. Eight members of the board shall be 

12 appointed by the President of the United States, by and 

13 with the advice and consent of the Senate, for terms of four 

14 years or UBtil their successors have been appointed and quai- 

ls ified, except that the first three members of the board so ap- 

16 pointed shall continue in office for terms of two years, and the 

1*^ next three members for terms of three years. Any member 

^^ appointed to fill a vacancy may be appointed only for the 

^ unoxpired term of the director whom he succeeds. At all 

20 times tlio Secretary shall be one of tho members of tho 

21 board o£ (hrectors appointed by the President and at all 

22 times at least one such member sLnll bo a consumer reprc- 
_      and at least one such member shall be an employee representar- 

*> scntativQ^ Three members of tho board shall be elected an-   tive* 

24 nually by common stockholders, and four shall be elected 

«^ annually by preferred stockholders of the corporation. The 
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1   and devices necessary to rail passenger operations. The 
employees 

'2   Corporntion shall rely iipou railroads to provide thc/-or«w& 
and maintenance and to the perfonance 

3 necessary to the operation/of its passenger train^ To cony of all serrit 
and work ind 

4 out its functions and purposes, the Corppration shall have the dental theret 

5 usual powers conferred upon a stock corporation by the Dis- 

6 triot of Columbia Businpss Ck>rporatioQ ^ot. '        ''        . 

"^   g 306. Applicability of tbe Interstate (^(^minerce Act and 

8 other laws'  •   •      '='     •.'•/. 

3 (a) The Gorporatioi) shall bo deetned a common oarrier 

10 by railroad within the moaning of section 1 (3) of the Inter- 

im state Conmierc« Act an4 shall be subject to cfi. provisions ' 

^ of the Interstate Commerce Act other than those pertaining . 

13 to-        •        ,                                                                     .••     ' 

li (1)  regulation of rates, faros, 0^4 charges ;- 

is (2) aban(lo(imo)it or extension of linos of railroads 

16 utilized, solely for possongor sorvioo, and tiic abandon* 

17'     ' ment or extension of operations over suojii lines of niil- 

18 '     roads, whether by trackage riglits or otherwise;. 

Id ' '-'        (3) regulation of routes and service and, except as 

SO ' otherwise provided in this Act, the discontinuance or 

31 ••      change of passenger train service operations., 

^' (b) The Corporation shall be subject to the same laws 
the reprekentation of its employees for 

•-W   and regulations with respect to safety and with respect to/purposes of 
collectiTe Ul 

^   dealings with its employees as any other common carrier gaining, the 
; handling of ii 

25   subject to part I of the Interstate Commerce Act. putes between 
carriers ssd 

their employees, employee retirtBeat, 
annuity and unemployBe&t systeas ssl 
Other 
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1 (o) Tlio Coqioration shall not be subject to any State 

2 or other law pertaining to the trajisportation of passengers 

3 by railroad as it relates to rates, routes, or service. 

* (d) Leases and contracts entered into by the Coi-pora- 

5 lion, regardless of tlic place where the same may be executed, 

6 shall bo governed by the laws of the District of Columbia, 

7 (e) Persons pontractiiig. with t}j6;'Po)"poration for the 

S joint use or operation of such facilities and equipment as may 

9 be necessaiy for the provision of ofRcient and, expeditious pa«- 

10 senger service shall be and are hereby rolioyed from all pro- 

. 1^ hibitions of existing law, including the antitrust ]aws of the 

12 United Slates with respect to such contracts, agreements, or 

13 leases insofar as may be necessaiy to enablo thom to enter 

5* thereinto and to perform their obligations thoroupder. 

V^ §307. Sanctions • 
i« •   i  i. -r,  1    « .     /Of ony.irailroad 

<•«» (aj If the uorpflration>6ngngD8 m or adlicrcs to any ac- 

47 (.jon, practice, or policy inconsistont with the policies and 

18 purposes of this Act, ohstnicts or Interferes with any notlvj- 

1^ ties authorized by this Act (flx0ftj)i-«-44i«-eKW6»e-^-<jibor 

20 .^raotiees-iiot-ethei'wise-^^wjserrbe^-by-law), refuses, fails, or 

*1 neglects to discharge its duties ivnd responsibilities under 

22 this Act, or threatens any such violation, obstruction, inter- 

• .23 ference, refusal, failure, or neglect, the district court of the 

24, United States for any district in which tbB~Corporation or 

25 other person reades or may be found shall have jurisdic- 

•8-83H O - 70 - 10 
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/ 1 .tion, except as otherwise prohibited by law, upon petition of 
.' of any person 

2 the Attorney General of the United States or/4n-a-eaE«^4B- 
, adversely affected or aeerleved  thereby,   includipg the reprefenf^tives of the 

3 ATolving a loboi^ agreement, -upon petition of-any-i&dly;duaL 
•aployeea or any railroad or of the Corporation, or other' 

^  afbeotcd -thereby, to gnuU such equitable/relief as may be^, 
— or as coapenaatlon for 

5   necessary or appropriate to prevent or terminate/any viola/ 

S    tion, conduct, or threat,   including damages as well as z4asonabl* atcoru; 
fees as pare of Che costs of such action. ^ 

1 (b) Ifothing contained in this seodon shall be construed 

8 as relieviifg any person of any punishment, liability, or saao- 

d tion which may be imposed otherwise than under this Act. 

10 § 308. Reports to tlie Congress 

31 (a) The Corporation shall transmit to the President and 

12 the Congress, annually, commencing one year from the date 

13 of enactment of this Act, and at such other times as it deems 

1^ desirable, a comprehensive and detailed report of its opera- • 

15 tions, activities, and accomplishments under this Act, includ- 

1^ ing a statement of receipts and expenditures for the previous 

17 • year. At the time of its annual report, the Corporation shall 

18 submit legislative recommendations for amendment of this 

1^ Act as it deems desirable, including the amount of financial 

^ assistance needed for operations and for capital improve- 

^1 ments, the manner and form in which the amount of such 

^ assistance should be computed, and the sources from which 

^ such assistance should be derived. 

** (b) The Secretary and the Commission shall transmit 

.  'v   to the President and the Congress, one year followmg the 
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1 If the Corporation and the Suito, rogionnl, or local ngoncics' 

2 ore unnble to agree upon a reasonable apportionment of 

3 such losses, the matter shall bo referred to tjic Secretary 

4 for decision. In deciding this issue the Secretary shall take 

5 into account the intent of this Act and the impact of requir- 

6 mg the Corporation to bear such losses upon its ability to 

7 provide improve^ servicp within the basic system. 

8 § 405. Protective arrangements for employees 

& (a) A railroad shall provide fairand equitable arrange- 

10 ments to protect the interests of employees adversoly aiTected • 

11 by the following discontinuances of passenger service;  ' 

M-: ..7        (1) those arising out of (v eontrapt with the oorpo- 
whether such service 

18 •     ration pursuant to section 401 (jv) (J) of this J^ot,Jmi^^ undertaken 
' by the Corpora- 

1*    :'. occurring pnor to January 1, 1975; and *^°° °' ^^ ^^' 
° ^ j     1  •»        » eluded from the 

M ,         (2) those undertaken pursuant to section 404(a) ^"^^ system,- - 

16 of this Act.' 

W (b) Such protective arrangements s^jall include, with- 

18 out being limited to, sucji provisions 4» jpay be pecessary 

18 for (1) the preserv^tiop of rigbta, privileges, an4 benefits • 

^ (including contmuadon of pension rights and benefits)  to 

^1 sucb employees under existing collective-bargaining agree- 

^ meats or otherwise; (2) the contmuatioi\ of collective-bar- 

/^ gaining rights;  (3)  the protection of such individual em- 

ployees against a worsening of their positions with respect to 

25 tjigjj employment; (4) assurances of priority of reemploy- 
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1 mont of employees tonniimtod or kid off; «ud  (5)  paid 

2 training or rctniiiiing progi-ains. Sucli arrangements shall 

.3   include provisions protecting individual employees against a 

4 worsening of tbcir positions with respect, (o their cmploy- 

5 mcnt which shall in no event provide, benefits less than those 

• 6 established pursunnt to section 5(2) (f)  of the IntcrslBtft   • 

'7 • Oommcroe, Mt, Any contract entered intp linrsuaiit to the 

8 provisions of this title shall specify tljp torin« and condition! , 

^ of such proteptivo arrangements.    ; i 

^^ Final settlement of any conlract under section 401 (n) 

^l (1)  of this Act bclwoon 4 railroad and the Coi'poration 

18 may not bo ipad" unless the Soorslary of Labor has certified 

• ^ to the Corporation iMt-s^scsidj:. affected employees havo 

'^*' iweived fair and equitflblo protection from the railroad. 

•^ (e)   After compionceiTicnt of opomtions in tho b-isic 

l» system, .ih'o-«nb,stotiT«-req«»K!»K>|}t3-ef-eHbs6etie»—fb)~-oj 

" -tlttj-seetioir-sjKrf^-npp-ly-^o-tJiir^SorpoptiJoarTtntf-thtrccrtrfica- 

^^ •tion-by-tho-6ccrct»ry--of-int)rar-s)nt}l-l)o~a-ponnitioir-tn-tho 

1« Hli6eaHti*MMH»aa-of-aBy-ti*H)9-bytb*-£Ioii>P»«tiv«*'yi'iw«»9t"t^ 

•^ 4eetion-404"{b)-«fH!»»-Aefe 

the Corporation sh&ll provide fair and equitable 
arrasgements to protect the interests of enployees 
affected by the following discontinuances or changes 
in its services, operations or aethods: 

(1) those undertaken pursuant to section It0li(b)(2) 
or (3) of this Acti and 

(2) those arising out of structural or personnel 
reorganizations or consolidations or other changes 
in the nanagement or operations of its services. 

Such protective arrangements shall include the substantive 
requirenents in subsection (b) of this-section, as deterained 
by tho Secretory of Labor. The certificntioa by the Secretory 
of Labor that the interest of employees affected have received 
fair and equitable protection fron the Corporation shall b« a 
condition to such discontinuance or change. 

*' .. (d) The Corpora^on shall take such action as may bo 

necessary to insure that all laborers nod mechanics employed 

by contractors and subcontractors |n the performance of 

constniction work financed with the asastance of funds re- 

owved under any contract or agreement entered into under 
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1 transportation. Two monibers shall be representatives of the 

2 Secretary of the Treasury and seven members shall repre- 

3 gent the public in the various regions of the Nation. 

4 § 502. Purpose of advisory panel j 

5 The odvisoiy panel appointed by the Prudent shall 

6 advise the directors of the Corporation on ways and means Qf 

7 increasing capitalization of the Corporation. 

8 § 503.' Report to Congress 

' 9 On or before January 1, 1971, the panel shall submit a 

10 report to Congress evaluating the initial capitalization of the 

U Corporation and the prospects for increasing its capitalization. 

12 TITLE VI—FEDERAL FINANCIAL ASSISTANCE 

13 § 601. Federal grants 

14 There is authorized to be appropriated to the Secretary 
$100,000,000 

Ifi   ia fiscal year 1971, $MiibdO;dQ0rfbo remain available until 

16 expended, for payment to the Corporation lor the purpose of 

17 assisting in— 

'•'. (1)  the iuidal organization and operation of the 

^  ." Ooiporadon; 

(2) the establishment of improved reservodons sys- 

' tems and adverUsing; 

(3) servicing, maintenance, and reptur of railroad 

' passenger equipment; 

.   .'. ^4) the conduct of research and development and 

ID 

SI 

22 

as • « 
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•1 '•   demonstration programs respecting now rail possBAgtr 

2 services;      >   •                      • .•.'         . \'        - 

8 (5) the. dovclopmcnt and demonstration of im- 

4 • '   proved rolling stock; and 

5 . • •' (G)  essential fixed facilities for the operation of 

'6 '  '•'•' passenger trains:on lines and rputcs inpludcd in the basic 

• 1 ^l gystom over \vhi'plj no througji pass(jnger tmina are pmg 

8 '' [ operated at the time of cnaptment pf (his Act/including 

9 •      necessary tr^ck. connections betwep lines of the same 

10 or different railroads.           '   ' 

U § 602. Guaranty of loans 

12 The Secretary is mithorizod, on sijcL terms and condi-^ 

13 . tio|is as lie may prQScriI)e,,to {jimrantpo ijny lender ngi>inst 

14 loss of principal or iiUprcst oi; sociirific-';, obligations, or 

15 loaps issDod to finance tho upgrading of roadbeds and the 

16 purchase by the Oorporntion or agpfioy of ne^v rolling 

17 stock,: rehabilitatipn,.of pxisting piling stpck and for othej- 

18 corporate purposes. Tho maturity datp of suph securities, • 

10 obligations,, or loans, including all extensions and renewals 

20 thereof, shall not be later than twenty years from their 

21 date of issuance, and the amount of guaranteed loans out- 
$100,000,000 

22 standing at any time may not exceed-O6O-,OG0,^>O0^./The 

23 Sepretaiy shall prescribe and collect from the lending "in-, 

24 stitution a reasonable annual guaranty fee. There are au- 
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1 thohzed to be appropmtad such amounts as necessary to 

2 carry out this section not to excced-$6ft;6667060:/       '     * 

3 TITLE Vn-INTERIM EMERGENCY EEDEEAL 

* EINANOUL ASSISTANCE, 

^ § 701. Interim 4utbority • to provide emergency financial 

6 .1       assistance   for   railroads   operating   passenger 

Jf ,           servico   ^                       .            • 

8 I*'or the purpose of pormittlpg a rfiilroad to enter into 

^ or carry ou( a contract under section 401 (a) (1) of this Aoti 

IQ tlie Secretary is authonzed, on s|ich terms a^id conditions as 

^ he may prescribe, to (1) make loi^is to such railroads, or 

12 (2) to guarantee uny lender againsf loss of principal or in- 

)3 terest on any loan to such railroads, Interest on loans ma^e 

li under this section shall be at a rate not less than a rat^ deter- - 

Vi mined by the Secretary of the Tf^^ury, taking into consid- 

IS oration the current average marked yjold on outstanding mai^ 

17 ketable obligations of the United States with remaining 

18 periods to ipatprity comparable to the average maturities of 

19 such loaqs adjusted ;to tl>e Dearps( pne-eight of 1 per centum. 

20 No loan may be made, including renewals or extensions 

21 thereof, which has a maturity da(e in excess of five years. 

82: The.maturity date on any loan guaranteed, including all 

8& .renewals and extensions thereof, shall.not be later than five 

2f^- years, from the date of issuance. The total amount of loans 
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I and loan guai'onties made under this secdon may not esceed 
,$200,000,000. •...,.: 

2 42^fi0Q/m.. •• •'     • 
I 

3 § 702. Authorization for appropriations 

4 There axe hereby authorized to be appropriated such 
$200,000,000 

5 amounts not to exceed^.5,0^OO(lt.as may be necessary to 

6 oairy out the purposes of this title. Any sums appropriated 

^ shall be available until expended. 

8 TITLE Vm-MISOELLANEOUS PBOVISIONS 

9 § 801. Adequacy of service 

10        .The Commission is authorized to prescribe such regular' 

1^ tipns as it considers necessary for the comfort and health 

12 of intercity rail passengers. Any person who violates a 

13 regulation issued under this section shall be subject to a 

^^ civil pciuilty of not to exceed $500 for each violation. Each 

13 day & violation continues shall constitute a separate offense, 

lo § 802. E£fcct on pcndingr proceedings 

"        -Upon enactment of this Act, no railroad may discontinue 

18 imy passenger service whatsoever other than in accordance 

1^ with the provisions of this Act, notwithstanding the provi- 

^ sions of any other Act, the laws or constitution of any State, 

^1 or the decision or order of, or the pendency of any proceed- 

^ ing before, any Federal or State court, agency, or authority. 

^ § 803. Separability 

^ If any provision of this Act or the application thereof to 
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Mr. FREEDEL. I want to thank you, too, Mr. Hickey, for a very, very 
fine statement. 

Mr. Adams? 
Mr. ADAUS. On what page does the one exception appear? 
Mr. HICKEY. Section 307 of the bill. It appears at 307(a)—if you 

look on page 14ypu will note that  
Mr. ADAMS. What page of your statement ? 
Mr. HICKEY. Page 5. The only portion that we understand the rail- 

roads have objection to and the amendment which we suggest to 
section 307 is our addition after the word Corporation or any railroad 
so that the section reads, "If the Corporation or any railroad engages 
in" and so forth. 

Mr. ADAMS. Thank you, Mr. Chairman. I have no further Questions. 
Mr. FRIEDEL. Thank you very much. This concludes the hearings. 

The subcommittee now stands adjourned imtil 10 a.m. tomorrow 
morning. 

(Whereupon, at 12:05 p.m., the subcommittee adjourned to recon- 
vene at 10 a.m., Thursday, June 4,1970.) 





PASSENGER TRAIN SERVICE 

THUBSDAY, JUNE 4,  1970 

HOUSE OF REPRESENTATIVES, 
STJBCX)MMNTEE OX TRANSPORTATION- AND AERONAUTICS, 

COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.O. 

The subcommittee met at 10 a.m. pursuant to notice, in room 2123, 
Raybum House Office Building, Hon. Samuel N. Friedel (chairman) 
presiding. 

Mr. FRIEDEL. We will come to order. This is a continuation of the 
Rail Passenger Service Act hearing. Our first witness will be our col- 
league, a very valuable member of the committee and the sponsor of 
one of the important rail passenger bills. Mr. Tieman. 

STATEMENT OF HON. BOB££T 0. TIEILNAN, A BEPRESENTATIVE 
IN CONGRESS FBOM THE STATE OF RHODE ISLAND 

Mr. TiERNAN. I certainly appreciate the opportunity to appear be- 
fore you this morning. As a fellow member of the Interstate and 
Foreign Commerce Conunittee and as Cochairman of the Committee 
for Improved Rail Passenger Service, I share your deep concern about 
the future of our railroads. 

I come before this subcommittee today to speak briefly about my 
proposal for meaningful rail passenger service. 

On May 4, I introduced H.R. 17428, which is identical to the bill 
Senators Pell and Kennedy introduced in the Senate. Last week I 
introduced H.R. 17849 in which I have tried to combine the best of 
both S. 3706 and H.R. 17428 and which meets objections voiced by 
some quarters to portions of my first bill. It is on behalf of my recent 
bill that I would like to speak today. 

H.R. 17849 would do away with the idea of one national corpora- 
tion. The Secretary of Transportation would designate urban cor- 
ridors, taking into consideration levels of demand for passenger serv- 
ice and existmg congestion. Within each urban corridor a nonprofit 
rail passenger corporation would be created. Each corporation would 
have a board of directors of not more than 21 members, the majority 
of whom would be appointed by the Secretary in consultation with 
the Grovemors of the States involved. Representatives of the rail 
carriers and the traveling public would also be on the boards. 

In order to obtain a coordinated national rail passenger system, 
the Secretary or his representative would serve on each board. In addi- 
tion, section 503 of title V would establish a National Rail Passenger 
Promotion and Coordination Advisory Board to promote the co- 
ordination of passenger services and the sharing of facilities among 

(151:) 
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the corporations. Thus we would have a decentralized system of man- 
agement tied together. 

H.R. 17849 would also insure the coordination of regional transpor- 
tation policies. Secretary Volpe has rightly spoken out again and 
again of the need for a coordinated system of transportation. My bill 
encourages this objective. With the appointment of local personnel 
to each regional board, the management of rail passenger trains 
would be coordinated with State and local transportation agencies 
and a balanced regional transportation policy would result. 

I strongly believe that, if we are ever to effectively revitalize our 
passenger trains, we have to approach the problem on a regional basis. 
We have to put the trains where the people are. Accoraing to the 
C!orridor Task Force Report of the Office of the Assistant Secretary 
for Policy Development, Department of Transportation, June 12, 
1968, 76.5 percent of the urbanized population and 11.3 percent of 
the land area of the United States is located in the set of 15 corridors 
identified by DOT. In addition, 67 percent of all passenger trips 
are made between distances of 50 and 500 miles. 

The need for this emphasis on urban corridors was seen as far 
back as 1961 when the Senate Commerce Committee received an 
extensive study of national transportation policy known as the Doyle 
report. One of its principal fmdmgs was as follows: 

"We believe that there will be an important demand for a rail passenger 
system within tlie large urban regions developing in the United States. This 
requirement Is ten to twenty years In the future. 

Please note the emphasis on "large urban regions." 
Tuesday Secretary Volpe testified that our aim should be to provide 

intercity passenger service on an economically self-sustaining basis. 
It is my contention that the creation of nonprofit corporations is 
more economically viable than the creation of one national corpora- 
tion. The former would not be required to provide long distance servr 
ice, yet they would be established under the same basic financial ar- 
rangements as the national corporation, with the exception of stock 
offerings, and, as nonprofit corporations, they would be eligible for 
.State and local grants. 

Dr. Robert Nelson, first director of high speed ground transpor- 
tation has said that— 

The least economical rail passenger service today is over the long inter- 
regional and transcontinental routes where air transport has a very great com- 
petitive advantage in trip time. 

Even airlines have admitted it is uneconomical for them to provide 
passenger travel in our short-haul urban corridors. Subsidies paid by 
the Federal Government to short-haul airlines are evidence for that 
claim. 

I might also add that H.R. 17849 would benefit the railroads and 
labor more than S. 3706 would. Since railroads would have to buy into 
the regional corporations only on the basis of their avoidable losses 
witlhin the urban corridor system, where losses have been low, they 
would not be required to contribute a sum as great as that for a na- 
tional corporation which would also assume all l<wng distance serv- 
ice. Labor would also benefit since a greater number of corridor 
trains could be run if the money could be reinvested in each region 
rather than being put into costly and imneeded long distance service. 
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In summary, the advantages of H.R. 17849 over S. 3706 are 
numerous: 

First, it would be more responsive to regional requirements within 
a national context by providing for the establishment of a national rail 
policy without the need for a national bureaucracy. 

Second, it would be given authority to develop new and improved 
modee of high-speed ground transportation; 

Third, it is more economically viable; 
Fourth, it "puts the trains where the people are." and 
Fifth, it provides a better deal for the railroads and for labor. 
Mr. Chairman, the situation is urgent and we must act swiftly. 

But to pass a bill which could conceivably create more problems than 
it solves would be to sign the finajl death notice for rail passenger trains 
in this country. We must pass legislation which will be effective and 
will provide a long-range solution to the rail passenger crisis. 

We cannot hope to develop a break-even operation in the rail pas- 
senger field unless we are willing to admit that long distance passen- 
ger service must be operated and funded separately from short dis- 
tance service. Otherwise, we will be left with the same slow, inconven- 
ient, unorganized, and filthy service we have today. 

I urge this subcommittee to strongly consider H.R. 17849 and the 
rerional approach to our rail problems. 

Thank you. 
Mr. FRIEDEL. I want to thank you, Mr. Tieman. There is no ques- 

tion but that you have put a lot of thought into tliis very critical 
situation. I can assure you the subcommittee will take your views into 
consideration when we mark up the bill. 

Mr. KuYKENDALL. It is good to have our colleague here and I have 
no questions. 

Mr. TiERNAN. I would ask permission to submit part of the Con- 
gressional Record of May 6, 1970, page S. 6687, which spells out the 
urban corridors developed by the Department of Transportation and 
also two additional sheets snowing tne breakdown in the difference 
between my two bills, the improvements that were made in the second 
bill and also the financing under my bill so that it would be part of 
the record and could be considered by the members of the subcom- 
mittee. 

(The material referred to follows: 
[Ezcenpt from tbe May 6L 1970, Issue of the Congreesloiial Record, p. SS687] 

2.2 Corridors: The following 15 corridors are rank ordered according to 
population In urbanized areas: 

[Population] 
1. Northeast     27,327 
2. Southern Great Lakes 18,007 
3. Texas      3, 639 
4. Ohio-Indiana      3,612 
5. Northern   California    3, 486 
ft Central   Southeast    2,927 
7. Missouri    2, 589 
8. Upstate New York I    2,523 
9. Florida       1,849 

10. Northwest  1, 731 
11. Oklahoma   1,384 
12. Southern   California  1,326 
la Gulf    1,806 
14 Arizona    779 
16. New Mexico  61P 



154 

The rank ordering changes If population density within urbanized areas is 
used as a ranking criteria, the order becomes the following: 

[People per square mile within urbanized areas] 

Corridor 
1. Northeast       5,500 
2. Upstate New York , 4,520 
3. Southern   California 4,450 
4. Missouri   ^- 4.280 
5. Southern Great Lakes , 4,170 
6. Ohio-Indiana 4,160 
7. Northern California 3, 760 
8. Northwest 3,380 
9. Florida 3,150 

10. Central  Southeast 2,760 
11. New Mexico , 2,710 
12. Gulf   , 2,630 
13. Arizona  , 2,300 
14. Oklahoma  2,070 
16. Texas 2,000 

H.R. 17428 H.R. 17849 
Urban corridors of 500 miles or less No limitation, up to the Sec. 
Incorporators and directors on the        Both appointed by the Sec. 

boards appointed by the President 
Compensation of $300 for each meeting    Compensation of $50 

for board members 
Sec. contract for long distance service.      This is not needed since there Is no 

mile  limitation—can  have corridors 
crlsa-crossing or whatever 

This  plus  a  National  Rail  Passenger 
Financial Advisory Panel Promotion   and   Coordination   Advi- 

sory Board  (coordination and shar- 
ing facilities) made up of the presi- 
dents of each nonprofit corporatloo 

Financial differences 
Brock Adams was Interested in three spedflc areas which are all covered in 

your bill: 
1. Funds: your bill provides $125 million more than S.3706. 
2. Discontinuance of service: section 405 (pg. 18). 
3. Adequacy of service: section 403 (pg. 17). 

FINANCES 

llnmillioruof dollirsi 

H.R.17428 
and S. 3706 H.R. I7S49 

Voipe: Initial capitalization  
Initial appropriation  
Guaranteed loans  

Total - - 300 425 

> If IS corporation!, then could be (^,000,000, per corporation. 

BOADBEDS 

Both Dingell and Pickle have been asking questions concerning who would pay 
for any improvements which may have to be made in roadbeds. The answer Is In 
8ectUyn 402 {pg. 16) at your biU: each corporation will contract with the rail- 
roads concerning this, and if nothing could be arrived at, the IOC would make a 
decision. 

Our bill Is better than S. 3706 In this regard also: 

200 200 
40 •75 
60 150 
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(1) There will be less track to deal with since we have cut out long dis- 
tance service; 

(2) Each track has its own problem (depending on bow many passenger 
and freight trains run on It) and therefore it would be better to deal with 
this by regions. 

Mr. FRIEDEL, Next we shall hear from another one of our members 
of the full committee. Mr. John M. Murphy of New York has a state- 
ment he would like to present to us this morning. Welcome, Mr. 
Murphy, 

STATEMENT OF HON. JOHN M. MURPHY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 

Mr. MuKPHY. As most of us living in New York and New England 
realize, there is no transportation system existent in the United States 
today. Rather, there are a thousand transportation happenings, each 
of which we have had the misfortune to sample on one occasion or 
another. 

Unless something is done and done immediately, metropolitan east 
coast areas will lose their attraction as a place in which to both live 
and work. 

For 7 years, the battle of the New Haven Railroad raged first in 
New York, Connecticut, and Massachusetts, and then in the Nation's 
Capital. Still, there was no great stir. No panic, no national headlines. 
In a national sense, we were only talking about one mode of transpor- 
tation, rail, in one small section of the country, specifically, the area 
from New York to Boston. Only recently did the problem acquire the 
necessary credentials to be branded a crisis and to make it a national 
issue when the Penn Central Railroad filed for bankruptcy. 

Those of us in Government who had spent 7 years in the minor 
leagues of the New Haven conflict were well prepared to take the field 
in tlie big-time expiration of the Penn Central. But instead of "I-told- 
you-so's," let me say this: 

If we spend all the money that we have spent on transportation in 
the last 50 years and we spend it in the same way, then we can expect 
that after today's transportation crisis is surmounted, in 50 years, 
cars will again be bumper-to-bumper on the liighways, railroads will 
again be bankrupt, and planes will again be stacked in holding pat- 
terns all over the skies. I think the time has come to recognize the why's 
of our pi-esent predicament. 

As to the railroads, they have suffered from a lack of Government 
assistance even when all other modes of transportation were given 
enormous assistance. Secondly, railroad management itself has long 
been comfortable in the role of crybaby seeking handouts rather than 
in the role of business seeking customers. And lastly. State and Fed- 
eral regulatory agencies have spent their energies solely in the area 
of rates and jiolitics rather than m areas of service and transportation, 

H.R. 17849 offers hope. It provides that the Congress finds that im- 
proved, modern, efficient intercity railroad passenger service coordi- 
nated with other modes is a necessaiy part of a balanced transportation 
system. It asserts tha* the public convenience and necessity require the 
continuance and improvement of such service to provide fast, safe, and 
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oomfoitaible transpoitation between crowded urban areas and in other 
areas of the country. 

This omnibus measure authorizes creation of a nonprofit Rail Pas- 
senger Corporation, financed by $75 million in fiscal 1971, to initiate 
innovative operating and marketing concepts so as to develop fully 
the potential of modem rail service. And it authorizes the Commis- 
sion to prescribe such regulations as it considers necessary for the com- 
fort ana health of intercity rail passengers. 

These are steps that must be taken if we are to not only save, but 
expand for the good of all, our vital rail transportation system as part 
of a coordinated national transportation network. 

Mr. FRIEDEL. Thank you, Mr. Murphy, for sharing your views with 
us this morning. 

Mr. MURPHY. Thank you, Mr. Chairman, it has been a pleasure. 
Mr. FRDEDEL. Our first witness is Mr. W. Graham Claytor of the 

Southern Railway System. 
You may proceed, Mr. Claytor. 

STATEMENT OF W. OBAHAU CL&TTOR, JB., FBESIDENT, 
SOUTHEBN RAILWA7 STSTEM 

Mr. CLATTOR. I am W. Graham Claytor, Jr., of the Southern Rail- 
way System, with offices at 920 15th Street, NW., here in Washington. 
The Southern Railway System operates some 10,000 route miles of 
track in 13 States, including all of those in the Southeast with the 
exception, I am sorry to say, of the State of West Virginia, together 
with Ohio, Indiana, and Illinois. On the basis of railway operating 
revenues, we rank as the eighth railroad in size in the United States. 

I am deeply grateful for this opportunity to appear before this 
important subcommittee of the Interstate and Foreign Commerce Com- 
mittee—a subcommittee which has a most important jurisdiction and 
controls the vital lifelines of America and the American transporta- 
tion system. 

I am testifying this morning in general support of the rail passen- 
ger service bill, S. 3706, and, in particular, in support of tlie very 
important proposed amendments to that bill suggested yesterday by 
Mr. Thomas Goodfellow, president of the Association of American 
Railroads. My testimony will be given from the standpoint of a pas- 
senger-carrying railroad, and one that is trying to furnish the highest 
possible quality of passenger service. 

Over 2 years ago, shortly after I became president of Southern, I 
reported to a group of Soutnem newspaper editors and correspondents 
meeting here in Washington that, even though I foresaw no real pos- 
sibility that much if any of our long-distance passenger service could 
be operated profitably, it would be Southern's policy to provide the best 
jK>ssible service to our customers on all passenger trains that we con- 
tinue to operate. That has been and still is Southern's policy. In fur- 
therance of that policy, early in 1968,1 purchased a dome-parlor car 
from another railroad for use on one of our daytime trains in Georgia 
between Savannah and Atlanta, and have been operating it there ever 
since. I believe this is the only dome car in year-round service on any 
train in the Southeast 
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The flagship of our railroad is a train we call the "Southern Cres- 
cent"' from Washington to New Orleans via Atlanta and Birmingham. 
This train is normally made up exclusively of stainless steel equipment 
and carries all-room sleeping cars, reserved seat coaches, unreserved 
seat coaches, a full dining car over the entire distancej and a club car. 
AVe are proud of this train and I am prepared to stack it up for quality 
against any in the countrj'. 

Although even the "Southern Crescent" operates at a loss, we do try 
to use it as well as our other passenger trains as a symbol of Southern 
Railway service to the people who ride with us on it. With your per- 
mission I would like to submit for the record a sample gi'oup of let- 
ters that our passenger customers have spontaneously written to me 
over the last year or so commenting on the service offered on this and 
some of our other trains. Included with these lettei-s are a promotional 
release and sample advertisements we have run and are nmning in 
our on-line newspapers, advertising our passenger service. 

Mr. FRIEDEL. If there are no objections, that material will be included 
in the record following your statement. 

Mr. CL.\YTOR. Thank you, Mr. Chairman. 
In addition, we have recently instituted a major promotional pro- 

gram in connection with our three principal long-distance trains, the 
Southern Crescent, the Piedmont, and the Birmingham Special. We 
call tills "Opei-ation Southern Hospitality," and it involves an awards 
program to those of our passenger service employees who turn in an 
exceptional performance, distribution of a packet of materials about 
our trains and our railroad to all passengers, and little gifts for all 
the children. I do not think it appropriate to include these materials 
in the record but I would like permission to submit them for the sub- 
committee's files. 

Mr. FKIEDEI,. We will be glad to receive them. 
(A press release dated May 18, 1970, with copies of advertisements 

to be used in the Southern "Railway System's "Operation Southern 
Hospitality" program may be found in the committee's files.) 

Mr. CLAYTOR. In spite of this effort, the combination of the speed 
of the jet plane and the convenience of the private automobile have 
caused our passenger patronage to decrease every year, and we oper- 
ate even our best trams at a suljstantial out-of-pocket loss. We ac- 
cordingly support the proposed bill and believe it is very much in the 
public interest if nationwide long-distance passenger service is to be 
continued. I would like, however, to address myself briefly to several 
very important amendments that I think are needed to make the bill 
both fair and workable. While I support all of the amendments that 
were proposed yesterday by Mr. Goodfellow. I will take the sub- 
committee's time now to talk about only three of them: 

First, the tsix amendment; 
Second, the amendment to sections 401(a)(1) and 404(a) of 

the bill to make clear that if without anv fault of its own a rail- 
i-oad is not given a chance to join up with the Corporation it will 
not have all of its existing passenger service frozen without pos- 
sibility of change or discontinuance for a 5-year period; and 

Third, an amendment to section 404(a) which I call the "free- 
dom of choice amendment," and which is designed to give a rail- 
road that is willing to run quality passenger service within the 

46-634—70 11 
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basic system the riglit to do so without sujfering prohibitive 
penalties. 

I rccofrnize that tlie tax amendment falls within the jurisdiction 
of the AVays and Means Committee, and we are working closely witli 
the Treasury Department stati' and representatives of tliat committee 
to make certain that the language we have projuised is acceptable. 
I think it important, liowever. that the members of this subcommittee 
understand the extremely serious nature of the problem which the bill 
in its present form poses in this regard. 

Section 401 (a) ("2) of the bill, on page 17, provides si)ecifically 
that the very substantial payuients re<niired to be nnide to tiie Cor- 
poration by passenger-carrying lailroads as a condition of joining up 
are "in consideration of being relieved" of the respon.sibility of per- 
forming passenger service. Tliese payments are. undipr the bill, meas- 
ured by passenger losses insured by tlie particular railroad in tJie year 
lOfiO. When tliese amounts are paid into the Corporation, the particular 
railroad is to he issued common stock of the Corporation in proportion 
to the amount so paid in. 

The justification for requiring these payments is that the railroad 
will be relieved of the passenger los.ses by which the payments are 
measured. These passenger losses, of course, are fully deductible busi- 
ness expenses. As the bill is now written, however, payments made to 
the Corporation, measured by these losses, are not deductible at all. 
For taxpaying railroads such as Southern and many others, the 
effect of this is to double the monetary burden of joining the Corpora- 
tion, without in fact, providing the Corj)oration any additional funds. 

Let me give an exam])le. Under one of the alternative methods of 
computing the payment required, it looks as if the various component 
companies of the Southern Railway System could I)e required to pay 
the Corporation a total of about $11 million as the price of joining up. 
This $11 million is derived from losses on all passenger service oper- 
ated by Southern System companies in 1009. Because Southern is in 
the 50-percent tax bracket, however, the actual bui'den of this loss 
amounted to only $51/2 million. A nondednctible payment to the Cor- 
poration of $11 million is. therefore, double the actual burden which 
is being avoided by Southern. 

Putting it another way, a nondeductil)le payment to the Corfwration 
of $11 million would be the equivalent of a deductible passenger loss 
to Southern of $22 million. This would be an intolerable burden and 
in my opinion a wholly unfair one. 

The proposed tax amendment submitted by ^fr. Goodfellow would 
provide very simply that amounts i)aid into the Corporation in con- 
sideration of being relieved of passenger service may at the option 
of the particular railroad be deducted as ordinary and necessary busi- 
ness expenses, just as jiassenger losses are. If they are so deducted, any 
proceeds i-eceived by the railroad from the later sale or redemption of 
this common stock would have to be treated as ordinary income in the 
year in which the distribution is received. In this way there is no loss 
of revenue to the Government and no income escapes tax at the full 
corporate rate, but tlie tax-paying railroads are not visited with, in 
effect, a double as.sessment as the cost of joining up. 

I turn now to the second major problem I would like to discuss. Mr. 
Goodfellow's amendments to sections 401(a)(1) and 404(a) of the 
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bill are necessary if what I believe is an unintended result is to be 
avoided and one that would be truly catastrophic even to a relatively 
prosperous railroad like Southern. Sections 401(a) and 4()4(a), as 
now drafted, provide that unless a railroad has actually entered into 
a contract with the Corporation on or before March 1,1971, it niuy not 
discontinue any passenger service whatever for a period of years there- 
after. This means that if, through no fault of a railroad, the Corpora- 
tion is either unable or unwilling to execute the necessary contract the 
railroad is automatically frozen into its jiresent position with respect 
to operation of passenf^er trains for a period of up to nearly ."i years. 
The amendments that have been proposed would jn-ovide that the 
Corporation is required to tender a contract to any railroad retjuest- 
ing it and, if the railroad is not so tendered a contract and so has no 
opjiortunity to sign up, it is relieved of any freeze or moratorimu and 
is free to go to the ICC or the State commissions under existing law to 
seek discontinuance of those money-losin<j; passenger trains not re- 
quired by the public interest to be continued. 

The third and last problem I want to discuss is also embodied in 
Mr. Goodfellow's amendment to section 404(a). The purpose here is to 
provide that if a railroad is willinfr itself to operate the service desig- 
nated by the Secretary for inclusion in tlie basic system, it is to be 
jiermitted to do so and is freed of any moratorium or freeze on other 
passenger service that is not in(!hided in the basic system. It seems to 
me that such a provision is fully consistent with continued operation 
of our railroads as private enterpri.se systems and at the same time 
fully consistent witli the objectives sought to be accomplished by 
the'bill. 

The existing language of section 404(a), although in form giving 
the railroad tlie option of whether or not to sign up with the Corpo- 
ration, as a practical matter, gives the railroads no option whatever. 
No railroad having any significant amount of passenger service can 
afford, as a price of not signing up with the Corporation, to accept an 
unconditional and rigid obligation to continue to operate all the pas- 
senger service it presently runs for a period of nearly 5 years without 
any i>ossibility of relief regardless of circum.stauces or cliange in cir- 
cumstances. As drafted, therefore, the bill in fact requires every rail- 
road to join up. 

Some of us who today operate really good passenger service that will 
I)robably l)e included in whole or in part in the basic system would 
like to have the option to continue to operate that service over the 
period until January 1, 1975, instead of having to turn its operati(m 
over to a Government corporation. To do this, I would be prepared to 
agree to continue at our own expense to operate such .service in ac- 
cordance with the basic service charactei-isrtics designated b\' the 
Secretary. 

The Corporation is going to have quite a problem on its hands 
in taking over by contract or otherwise the operation of tlie very 
substantial basic long-distance passenger system to be designated by 
the Secretary. If some railroads are willing to provide this operation 
themselves, to the same quality of service standards that the Secretary 
designates for operation by tlie Corporation, it should make the Cor- 
poration's very difficult task that much easier. I see no reason in tlie 
world for denying this type of freedom of choice to any railroad that 
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thinks it can afford to undertake this obligation and wants to do it. 
Mr. Goodfellow mentioned yesterday that I would submit an alter- 

nate draft of amendment to accomplish this in lieu of the language 
he su<igested. Such a draft is included in my prepared testimony. My 
substitute amendment is as follows: 

On page 21 of S. 3706, strike lines 7 through 19 and insert the 
following: 

(a) No railroad which has been formally tendered a contract with the Cor- 
poration pursuant to section 401(a) of title IV of this Act and has failed or 
refused lo enter into such contract with the Corporation may, prior to January 1, 
1975, discontinue any Intercity rail passenger service whatsoever unless it 
provides or agrees to provide, until such date, intercity rail passenger service 
between those points between which the Secretary, under sections 201 and 
202 of title II of this Act, has specified that intercity passenger trains shall 
be ofierated within the basic system, which service shall have the basic service 
characteristics specified by the Secretary in accordance with said sections 201 
and 202 of title II of this Act, the laws or constitution of any State, or the deci- 
sion or order of, or the pendency of any proceeding before, a Federal or State 
court, agency, or authority to the contrary notwithstanding. In the event such 
railroad so provides or agrees to provide such service within the basic system, 
other Intercity rail passenger .service operated by such railroad between said 
points or otherwise may be discontinued under the provisions of applicable 
State law or section 13a of the Interstate Commerce Act. On and after January 1, 
19"."), intercity rail passenger .service operated by such railroad may be dis- 
continued under the provisions of applicable State law or section 13a of the 
Interstate Commerce Act. Upon filing by such railroad of a notice, application, or 
petition of or for such discontinuance, the Coriwration may undertake to Initiate 
passenger train operations between the points served. 

The principal difference in my amendment is that I have included 
not merely the requirement that a railroad electing not to join the Cor- 
poration must continue to provide existing rail 2>assenger service be- 
tween points in the basic system designated by the Secretary, but that 
this passenger service must, in addition to operating between those 
two ])oints, nave the basic ser^ace characteristics specifed by the Secre- 
tary in accordance with sections 201 and 202 of the act. As spelled out 
in section 201, these service characteristics are very specific and will 
take into account "schedules, number of trains, connections, through 
car service and sleeping, parlor, dining and lounge facilities." I in- 
cluded this additional requirement to meet tlie objection that the serv- 
ice furnished by a nonjoining railroad might not be up to the standard 
required of the Corporation. 

In other words, my proposed substitute amendment would impose 
upon a railroad electing not to join the Corporation the obligation to 
provide basic system sen-ice meeting the quality and quantity stand- 
ards laid down by the Secretary in his required designation. In addi- 
tion, of course, if some further improvement in that service should 
later be considered called for, it could be required by the ICC in ac- 
cordance with the provisions of section 801 of the bill. 

Finally, I want to emphasize again that imder either Mr. Good- 
fellow's amendment or mine, a raili-oad electing not to join the Cor- 
poration gets no benefit whatever from this bill—it merely avoids 
being subjected to a freeze or moratorium on continued oi>eration 
of other passenger service not included in the basic system—passenger 
service that sliould be automatically discontinued if the railroad joined 
the Corporation. If it does not join up, it gets no automatic right to 
discontinue any service—it must still meet the standards imposed by 
existing law aiid go through the I'equired administrative procedur^ 
before it can get permission to discontinue any passenger service. 
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As stated at the outset, other amencbnents suggested by Mr. Good- 
fellow are important for purposes of clarification or fair administra- 
tion and I fully endorse them. They have been fully presented, how- 
ever, and I will not take the subcommittee's time to discuss them 
further. 

Mr. Chairman, I appreciate the opportunity of appearing before 
this subcommittee on this extremely important legislation. Thank 
you for considering my comments and suggestions. 

(The letters referred to in Mr. Claytor s statement follow:) 

[LETTERS TO MB. CLATTOB] 

PoMPANO BEACH, FLA., 
• June 1,1970. 

It was my pleasure to ride the Nancy Hanks from Atlanta to Savannah, Ga., 
last Monday evening. May 25. This train arrives at midnight at one station 
and since I was continuing on to Florida, I had to make connections with the 
Seaboard Coast Line train at another—the Union Station. 

All of the crew of the Nancy Hanks were very courteous «nd friendly, but 
especially the conductor who on learning that I had to transfer to the Union 
Station, kindly drove me there in his car. I am sorry I neglected to get the 
name of the conductor. I thought, however, this was such a nice and thought- 
ful gesture that you would like to know of it 

MISS IBENE STBICKI.AKO. 

MERIDIAN, MISS., May 28, 1970. 
Mr. W. GBAHAM CLAYTOR, Jr., 
Prettident, Southern Railway System, 
Washington, D.C. 

DEAR MB. CLAYTOR: 1 was a passenger on the Southern Crescent passenger 
train from Meridian to New Orleans on May 23, 1970. I had such an unusual 
exi)erience on this trip I feel that it is not only a pleasure but in fact a duty to 
nominate Mr. A. C. Fomea for one of your "Ho.spitality Pins," and in my 
judgment anything less than a one or two carat genuine blue-white diamond 
would fail to express my appreciation and admiration for Mr. Fornea and my 
gratitude for his kindness and the way that he handled my i)n>bleni. 

As soon as the train arrived in Meridian I boarded the train and took my 
seat. I had been then seated but a few minutes and while the train was .still 
standing in tlie Meridian Station when I realize*! that in my haste and hustle 
to begin this trip to Acapulco, Mexico, that I had left my pocket book with 
most of my travel funds on my dresser at home, so despite the fact that I had 
hotel reservations and a confirmed flight the next morning I hastily got off 
the train with my bags. 

Mr. Fomea asked me why I was getting off and I told him—he may have 
known me but we were not personally acquainted—first he said go ahead and 
stay on I'll help you or some such. 1 told him that I was l>eginning an extended 
trip not just to New Orleans. He then suggested that I take a taxi and go back 
home and get the purse which I did: and despite the fact my home was at least 
two miles from the dejwt and to go there required more time than they could 
wait and when I got back the train had left but some kind gentleman saw me 
drive up and asked if I was the one that went for the iiocket book and when I told 
him yes he said that the train had had to go on to the yard office but that if I 
would hurry there (in my taxi) iM?rhaps I co\ild catch them while they took on 
fuel and that he would telephone them that I was on the way. I hastened to the 
yard office. Mr. Fomea was waiting and I relwarded ahead of time. 

I will always be grateful to Mr. Fornea and to the Southern Railway for this 
wonderful help and kindness. I am also grateful to your railroad for the truly 
excellent train .service both to New Orleans and New York including Pullman 
and dining service. The meals are excellent and the fine on time—no nonsense 
service is simply wonderful. 

So while I am grateful to the railroad, please don't overlook the hospitality 
pin with the nice size diamond for Mr. Fornea. 

Yours truly, 
FRED D. TEMPLE. 
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[LETTEB TO MI$. CLAYTOE] 

CLAYMONT, DEL., May 15, 1970. 
I have recently had the opportunity to ride your "Southern Oescent" from 

Atlanta to Wilmington, Del., and I would like to congratulate you on maintaining 
this fine train. It was clean, the food was good and it ran on time. It was a re- 
freshing change after many rides on the northern lines which are terrible. I 
sincerely hope that you are able to justify the continuation of this great service. 
It is a real buy for the traveling public—comfortable and less expensive than 
flying. 

I would like to submit the name of ilr. Hansford A. Little, Porter, Southern 
Railroad as a candidate for your Hospitality Pin award. Mr. Little has 2!) years 
service with your road and is one of the most courteous and friendly i)eople I 
have met in some time. His consideration and conversation helped to make this 
a memorable trip. In June I will be taking my family to Atlanta and back via 
the Southern Crescent and I hope that chance delivers us into the hands of 
Mr. Little. 

Thank you again for your consideration. I am looking forward to additional 
trips on your Southern Crescent and I hope to .see Mr. Little wearing his 
Hospitality Pin. 

JAMES W. DUROSS. 

[LETTEB TO F. H. BOONE, ATLANTA. GA.] 

JoNESBORO, GA., May 7, 1970. 
The Clayton County Commissioners would like to express to you our sincere 

appreciation for your cooperation and very capable assistance which helped to 
make the Clayton County School Patrol's recent visit to Washington, D.C., a 
very successful and enjoyable trip. 

We feel that our boys and girls really achieve great benefits from these annual 
trips, and we appreciate the untiring time and effort which you spent on their 
behalf. 

S. S. ABERCROMBIE, 
Chairman, Clayton County Commi«sioncri. 

[LETTER TO SOUTHERN RAILWAY] 

CHATHAM, N.J., April SO, 1970. 
We have just returned from a trip to Louisiana, and I wish to compliment you 

on your fine train service. We were delighted with the courtesy extended, and 
the excellent food. 

We would also like to commend Mr. White and very iMirticularly Mr. Davis 
(car S-41), who anticipated our every need. 

Mr. WILLIAM B. WILSON. 

[LETTER TO MR. CLAYTOR] 

THE RAILWAY GAZETTE NEWS, 
Oremvirh. Cow., .ipn'l 2.}. 1970. 

From what I have seen and heard alvout the Southern Railway and the 
Southerner, it makes me deeply regret I have never ridden it. The director of 
Steamtown T'SA commented to me that the dining and sleeping car services 
on the Southerner were superb. Mr. W. K. Viekman also informed me that .von 
once wrote to Trains magazine in response to a published letter or rumor that 
there was no New York-Xew Orleans Slepi>er on trains #47 & #48, informing 
such parties that the Southern, indeed maintained such n service. 

The spotless cars that left New York on the Sonthorner when I was in Penn 
Station several months ago certainly typifies a railroad purposely trying to win 
patronage by providing good service, thereby maintaining the irajwrtant trains 
that must take a part in a balanced transx)ortation system. 

GREGORY L. THOBSOX. 
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[LETTER TO MR. CLAVTOR] 

C1.IFTOX, X..I., April 20, 1970. 
I couldn't help btft write to you and express our apprecintion of the excel- 

lent treatment we received on the Greensboro to Asheville Special No. 15-16. 
I mu.st .say the .scenery and ride were sui)erb, and we had very kind and cour- 
teous consideration in .seeing that we were made coinfortal)le to enjoy our 

•trip. All of the crew i>artieularly Mr. F. J. White, the conductor, .Mr. C. \V. 
Campbell, flagman, and Air. J. W. Reid, baggage, has our appreciation on the 
willingne.ss to make our trip an enjoyable one. We shall never forget it and 
hoiie to make many laore trips South on it. 'Hie ride, the scenery, and lios- 
pitalit.v was the best, and we feel that Southern is the only way to travel and 
we appreciate it. 

MRS. HELEN NIERAUKA. 

[LETTER TO PULLMA-N C!O. PULLMAN- CO. RESPONDED TO MRS. MCKENNEY, GIVINO 
COPY OF L. G. SAK] 

WILMINGTON, DEL., March 31.1970. 
Thl.'* is a letter .to compliment one of your Pullman porters, Kdward Davis. 
He was very pleasant, and very helpful on our trip March 2!tth from Hat- 

tiesburg. Miss., to Wilmington, Del., coach S^l, Southern R.R. and Penn Central. 
Mr. Davis was very interested in the comfort of everyone and ahva.vs had a 

smile on his face. 
Mrs. C. R. MCKEXNEY. 

[LETTER TO MR. CLAYTOR] 

CHARLOTTESVILLE, VA., 
Fchniary .», 1970. 

During the past fifteen months,  I  have been  involved in a  law.suit  wliich 
refjuiredniany trips to Xew York City. On several occasions, I was unal)le to 
give rea.sonable notice to your i)eople: and this was equally true covering a 
corresponding number of return trips to Charlottesville. 

Mr. Claude Smith in New York and Mr. Mclvor here in Charlottesville, in 
tlieir anxiety to l)e helpful, ix-rformed the impossible, reflecting credit not alone 
on themselves but on the entire Southern Railway S.vstem; and I am truly 

•grateful. 
Mr. DAVID AUSTIN. 

[LETTER TO MR. CLAYTOR] 
ALTA VISTA, KANS., 

January 28. 1970. 
Due to the fart I nsed your railroad from Anniston, Alabama to New Orleans, 

La., January 20th IftTO, I would like for you to know my trip was a most 
plea.sant one on Southern Train No. 47. 

From the time leaving Anniston and arriving at New Orleans I found tlie 
train crews (all) so very polite to all on the train and they rendered every 
possible courtesy to those on this train. 

I do want to congratulate you on having three flne men on Dining Car #3.307 
in  this  train who made it possible for everyone to enjoy lunch and dinner. 
Steward G. L. Hre.ssler, Waiter H. Willis and Chief A. G. Thompson did a flne 
job in serving a delicious lunch and dinner to all and were very polite to every- 

•one entering the diner. These men are deserving a well earned comment. 
W. .T. PEYCKE, 

Rctireil Signal Mninfnincr. 
liofl- Inland Lines. 

[LETTER TO JIR. H. F. DAVENPORT OF THE ILLINOIS CENTRAL WITH COPIES 
TO ilR. .T. R. GETTY, SCL. AND MR. W. F. GEESLIS. SRS] 

DowNKRs GROVE, III.. 
JnnHary'iS, 1970. 

The morning of the l-'ith of .lanuary I hoarded your train "The City of Miami" 
•for a trip to Orlando, Florida. I enjoyed the trip sufflciently for me to return on 
the same train, leaving Orlando 10 .Tnnunry and arriving in Chicago on the 20th. 
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In general, the trip was a fine one, and I am writing i)rimarily to allow you 
to thank those responsible. 

Beyond a comfortable place to sleep and work, the best feature of the train 
is its excellent food and service in the dining ear. I took five meals on tlie way 
down, four on the return, and all tasted good, were reasonably priced consider- 
ing their quality, and were courteously ser\'ed. 

All personnel were courteous: the sleeping car porters, train conductors, pas- 
senger representatives, as well as dining and lounge car waiters. Incidentally. 
I had ear CM-3ij both ways. 

The point Is that actually your railroad, and the other two, are among the 
most progressive and Innovative in the country, and the operation of any of 
your passenger trains, singly or together, should project this attitude. 

In any case, my main reason for writing is the real tlianks I have for the 
comfort, food, service, and courtesy on this train. 

Mr. DAVID L. KLEPPEB. 

[LETTBB TO MB. CL-VYTORJ 

HABVARD UNIVEBSITY, 
January 20, 1970. 

In August of lf(G9 a friend and I travelled from New Orleans to Washington 
on the i>outhcntcr, and without doubt it was one of the most pleasant train 
triiw I have ever had. The crew members were gracious and friendly, the dining 
sen-ice was excellent, the equipment was well cared for and showed a com- 
pany pride much too rare these days. 

Because I know the railroad situation pretty well, perhaps it means even 
more to me that the Southern maintains its fine traditions. 

ROBERT FIGHTER. 

[LETTER TO GBATTAX PRICE WHO SENT COPY TO MR. CLAYTOB, JANUARY 12] 

WAYNESBOKO, VA., January 10. 1970. 
A trip on the Penn Central during the holiday season is enough to make any- 

one give up their religion and take a bus. I was never so glad to get back on 
the Southerner—which was running in a separate section from the Crescent that 
night. 

Thanks also for the article on the Southern, Grattan, which I mi-ssed . . . 
You might tell Graham Claytor that I thoroughly eujoye<l the diner on the 
Southerner last Sunday, even though 1 had to wait nearly an hour to get into 
it becau.se it was so crowded. Yet, with all that crush of iteople the diner re- 
mained clean and cheerful and I was served in enough time to eat and get back 
to my .seat before Charlottesville. That crew in the dining car did a marvelous 
job of taking care of people. If anything dining cars on the Southern are nicer 
and serve better food than they did 15 years ago. Probably not many railroads for 
which you can say that. 

WIT-UAM E. WOBDEN, Jr. 

[LETTER TO SOUTHERN RAILWAY] 

TAUNTON, MASS., January 10, 1970. 
I should like to commend Charles H. I^oveless, a ixvrter on your railr(jad for 

his courtesy, efficiency and friendliness. He was most helpful on our trip from 
New York to Tuscaloosa, Alabama. You are fortunate to have such a person in 
.vour employ. 

Mrs.  CHARLES MCMANUS. 

[LETTER TO MR. CLAYTOB] 

WESTFIELD, N-J., January 7, 1970. 
Once again my wife and I have had the i)leasure of traveling on a Southern 

Railway passenger train. Once again I must compliment your company on pro- 
viding excellent, comfortable and convenient service. 

Mr. WALTER A. APPEL. 
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[LETTEat TO ME. CJLATTOB] 
NEW HAVEN, Ck)NN., 

December 30,1969. 
In my job I travel extensively and have done my share of complaining. There 

have also been times when I have been treated as a traveler would expect, but 
never have I encountered a more conscientious Individual than your Mr. Claude 
B. Smith. I do not know in what specific category Mr. Smith serves your railway, 
but serve it he did. I am not sure whether or not you have a "above and beyond the 
call of duty" award, but if you do I would like to recommend that Mr. Smith re- 
ceive it. Here is the story: 

On Tuesday, December 16, my brother lu-law mailed four reserved seat tickets 
to us in Hamden, Connecticut for your "Southerner" to CharlottesvUle, Vir- 
ginia for Tuesday, December 23. They did not arrive in the one mall delivery 
on the 22nd. I therefore, called the Southern Railway System office at 500 5th 
Avenue to see what could be salvaged. Mr. Smith handled the call, and after 
checking with CharlottesvUle, he instructed the Penn-Central to reissue the 
tickets prepaid to my wife here in New Haven. The exercise was successfully 
completed and 1 was to return the tickets to him. End of mission. 

Not so! When my wife arrived with our children at the appropriate car in New 
York, your Mr. Smith was there waiting for her in case there was any problem. 
The word "incredible" is inadequate to describe my delight when I learned of 
tills after their safe arrival. 

Mr. DA.NIEX H. SI8E. 

[LETFEE TO MR. CLAYTOE] 

CANDIS O. RAY & ASSOCIATES, 
Waghinffton, D.U.. December 19.1969. 

As one of Southern Railway's steady customers over the years, I feel that it 
is time that I wrote you commending the efficiency and courtesy of Southern's 
Iiersoiinel. 

It is always a pleasure to go into Southern's Ticket Office on loth Street, for 
it is completely astounding to me that no matter that it has been many months 
since using your service your clerks remember me immediately by name and the 
specific type of service which I like (and can easily start making the ticket out 
without talking to me!). It is indeed heart-warming to find that kind of friend- 
liness and assistance in the fast moving world In which we move today. 

Ju.st this morning, after more than a year away from the city without the need 
for your service. I telephoned your ticket office to ask about the change in a 
schedule not deeming it necessary to give my name, and immediately Mr. .Tames 
Allen, who answered the phone, said "Yes, Miss Ray." Now, I must say without 
any reservations that in my opinion that response and friendly attitude of Mr. 
Allen establishes the ultimate in good public relations which reflects the best 
asset a company could possess in attaining the public image it desires. 

CANDIS O. RAY, Director. 

[FROM THE NEWARK (N.J.) SUNDAY NEWS, DEC. 7, 1969] 

(Walter Appel, Newark News Special Writer) 

Traveling on a Southern Railway passenger train is always a pleasure. Whether 
you are going to New Orleans, or just on a overnight hop to Atlanta or Lynch- 
burg, tlie service is always first cla.s.s. 

Clean stainless steel greets passengers when they are ready to begin their 
journey. Oar interiors are equally clean, and there is always a friendly porter, 
trainman or conductor to lend a hand with any problem that may arise. 

The Crescent from New Orleans to Newark was just such a train on Nov. 8, 
1969. Tliough the writer and his wife only rode It from Lynchburg to Newark, 
it could not have been a smoother trip. 
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[LBTTEB TO MB. AIXEN, PASSENOEB AGENT'S OFFICE] 

CHABLOTTESVnXE,   VA., 

November 2i, 1969: 
Hiick on August 22 you did us a great favor and I waat to tell you how grateful: 

my wife and 1 were, and still are, for it. 
-My daughter is a mentally handieapjied young woman and is being taken care 

of in a scli()ol-hosi)ital near Philadelphia. Slie was sent liome for a vacation on. 
August 22 in a roomette on the Southerner (gR42—roomette 9). 

Those were the days just after the Nelson County, Va., flood. Tracks of the- 
Southern Railway had been washed out and trains could not come through Char- 
lottesville. So your Pullman conductor, on arrival in Washington, sent a itorter 
with our daugliter to your office. She called us on your phone. Slie was not upset 
as she might liave been. You gave lier sucli care and kindness that she was able- 
even to consider the ex[)erience something to laugh about. 

I believe you went with lier to supper. I know you took her to the bus station, 
and sent her on to Charlottesville. When we met her about midnight she had ai 
story to tell tliat was to her quite exciting. 

For your instantly recognizing that the girl needed c-are and for your shepherd- 
ing her till she took the bus, we are most grateful. 

ATCBDESON. L. HESJCH; 
Enieritus, University of Virginm. 

[LETTEB TO MB.  CLAYTOE] 

CANADA DEPARTMENT OF AGBICULTUBE, 
Ottawa, Ontario, Canada, Xovetnber. 1^, 1969. 

Mrs. Ferrier and I would like to tell you how much we appreciate the kindness^ 
recently shown us by one of your company's conductors, Mr. O. L. Fisher. 

On a visit to your country last month, we travelled on the Southern Railway- 
Company lines from Washington, D.C., to Roanoke, Virginia. Shortly after we 
boarded the train, we found that we had left two fairly valuable c-amems in the- 
hotel room where we had been staying in Washington. 

When Mr. Fisher came to collect our tickets, we explained our problem to him, 
and asked him If he would send a wire to the hotel, at wir e.\j>ense, to confirm- 
that the cameras were still there. We also gave him our names, and the names 
and address of the persons with whom we would be staying in Roanoke, and 
asked him to have the hotel send the cameras to us by air exi)ress. 

This was all we felt justified In asking someone to do for two con»plete- 
strangers. However, Mr. Fisher responded to our prohlem as though we were 
IKTSonal friends. Rather than .sending a wire at our exi>ense. he called the hotel 
at his first opportunity to have Hiem check to see whether the cameras were still 
in the room. 

Before he left the train, he told us that he would phone the hotel again, see 
whether the cameras were there, and leave a message for us with the Roanoke!. 
station agent. When we got to Roanoke, the message was waiting for us, to the 
effect that the cameras had lieen found, and that they would be mailed to us in 
a day or two by the hotel. They arrived In Roanoke on .schetlule. safe and sound, 
much to the relief of both of us. 

Except for our names. Mr. Fisher had no idea who we were or where we were 
from. The per.sonal interest he took in our problem was not. therefopp. we are 
sure, be<'ause he wante<l to impress visitors with his consideration of them. He- 
did not know, and will not until we tell him so, that we are Canadians. His was 
the heli)ing hand of friend.shlp extended to someone in diflicult.v—regardless of 
who he is or where he is from. It is this concern for another's difficulty that we- 
want both you and him to know we appreciate. 

GoRnow H. D. FERRIEB. 

FLF-TTER TO WHOM  IT MAY COXCEBX] 

CLEARFIEI-D.  PA., 
Xovrmhcr 7. 1969. 

My object In writing this letter is to let you know that on October 17. 1969. 
I had a reservation Roomette 6. Car S—11 from Birmingham. Ala., to Baltimore, 
Md., and it was a memorable trip for me—e.spe<-ially because of the voluntary 
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service rendered on the eiitire trip by your porter—a black man—whose uame 
i.s now misplaced by me. He is a very unusual employee—and your patronx—and 
1/ou are fortunate to have him today. I feel that the service he rendered—not only 
to me—but to others close to my roomette—was far beyond the requirements of 
hi.s job. He is thoughtful, kind, very i)olite and was deeply interested in all the 
pas.sengers as to their comfort, etc. 

This is the first time 1 have had such a pleasant experience riding by train 
(I've never gone by plane), and I assure you if I have the oi)portuulty to travel 
again—it surely will be by Pullman car—(roomette). 

Mrs. FKAXK E. KIBCHNEB. 

[LETTER TO MB. CLATTOB] 

HIGH POIST MEMOBIAL HOSPITAI.. INC.. 
Bigh Pmnt, N.C., Atiguxt 2.1969. 

Tliis spring while travelling in search of a new po.sltion, I had opportunity to 
travel several times by Southern Railway jMissenger trains (not being from this 
part of the country). In all cases I was pleased with the service, and was happy 
to find a railroad which is still concerned with providing high quality pa.s.senger 
service to the travelling public. 

I have now settled on a iMtsition in High Point I will continue to travel by 
Southern Railway both for business and pleasure, and will encourage others to 
do the same, as long as you continue to provide the high quality of passenger 
service that you now do. 

Thank you for continuing to make excellent passenger service available to us 
in this area. 

Mr. PAUL R. CORV, 
Director of Xuming. 

[LETTEB TO MR.  CLATTOB] 

HARBISONBI'RO, VA.. Jiinr 2, 19fi9. 
Knowing your continuing and genuine interest in maintaining sui>erior pas- 

senger service on your main line trains, I believe you will be interested in a 
brief report of the plea.sant trip Mr. and Mrs. Harry P. Cavendish, Kitty and I 
had between Washington and New Orleans using Train 47 out of Washington 
on May 16. 

We would like to particularly commend Mr. H. C. Cecil, our steward from 
Atlanta to New Orleans. Mr. Ce<-il is, without doubt, one of the best ambassadors 
of goodwill the Southern Railway has. He was cheerful, courteous and could not 
do enough to make us feel at home. In the same vein, we were mo.st pleased with 
the good services rendere<l by waiters A. Chisholm and Price Ervvin. At all four 
meals the food was excellently prepared and tastefully served. 

Mr. C. GRATTAS PKICE. 

[LETTER TO  MR.  E.  L.  FRAPART] 

WASHINGTON, D.C. May 1,1969. 
This letter is to express appreciation for consideration shown me and my 

small daughter by Mr. James ,1. King, porter on car 28 of the northbound 
Crescent on April 30. Never have I met a more friendly, courteous, and thought- 
ful porter. May I compliment the Southern Railway System for hiring such a fine 
man. 

I look forward to traveling often on Southern trains in the f\itnre. 
Mrs. EDWIN L. HARPER. 

[FBOM THE EDITORIAL PAGE, THE INDEX-JOURNAL, GREENWOOD. S.C, APE. 22, 1969] 

We traveled by day travel with reclining chairs, leaving Greenville at 0:4." 
a.m. Wednesday arriving in New Orleans at 7:00 p.m. We had every convenience 
with the nicest and cleanest facilities. Dining Car, Olnb Car; also there were 
Pullman Cars of bedrooms and roomettes. The food was superb, the services 
from the Dining Oar Manager, the waiters and conductors couldn't have been 
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any better. The trip wu.s very scenic and educational and the many questions 
asked were answered by the conductors very graciously and with both smiles 
and sometimes a little wit mixed. We could not have had a more plea.saut trip 
traveling to and from New Orleans. 

Mrs. WujjAM M. ARNOLD, Sr. 

[To THE SOUTHERN RAILWAY] 

GLEK HOCK, N.J., April 2. 1969. 
I've written many letters to railroads in my time 
To find fault with their schedules; the ta.steless food and grime; 
But since I've traveled "Southern" I sing a difTerent song. 
I Anally had a train trip where not a thing was wrong! 
Our comfortable compartment had ashtrays clean as new. 
Our window jMine, like crystal, gave us a pleasant view. 
The seats were all upholstered in my favorite shade of green. 
The ijorter was most helpful, and his uniform was clean ! 
Efficiently tlie waiter served our delicious meal 
On spotless table linen set with flowers for appeal. 

•We engaged in conversation with a pleasant man indeed. 
Who was one of your employees. The evening ijas.'<ed with speed. 
And to top off this saga in my amateurish rhyme. 
The train raced on toward Newark, and it arrived on time! 

CONSTANCE B. ARTIHR. 

[LETTEB TO MR. SPICUZZA, DIBTKICT MANAGER, PASSENGER SALES, NEW ORLEANS] 

LOUISIANA STATE UNIVERSITY, 
Baton Rouge, La., March 10,1969. 

Our senior trip to Washington for 1!)69 was mo.St pleasMint. Thank you for 
every effort you and the Southern Railway System put forth to make our trip 
so enjoyable and trouble-free. 

Your dining car steward. Mr. ilcKelvey, and his crew were the best I have ever 
seen, and I feel they deserve every commendation. 

JAMES A. MACKEY, 
Senior Class Sponsor. 

[LETTER TO MR, CLAYTOR] 

RICHMOND, VA., February 2.7, 1969. 
My brother-in-law, Mr. George W. Jones, his wife, daughter and granddaughter 

left Charlotte, N.C., Friday evening the 21.st, at 6:30 P.M. on the Crescent for 
Washington, D.C., on bu.slness and mixed in pleasure along with it. 

He had the highest praise for the service they received while on their way 
from Charlotte to Washington especially the dining car sers'ice. Told him I 
thought I'd pass this on to you. Always good to hear something good about 
Southern. 

R. H. PIERCE. 

[LETTER TO MR. E. I^. FRAPART] 

MARGATE, N.J., January 29,1969. 
This 'past month my daughter and I had occasion to ride on many trains, from 

Philadelphia, to Chicago, to San Francisco on down to Los Angeles, and from 
New OrU>ans to Philadelphia. After riding on the different railway systems it is 
very obvious that all of them could take a lesson from your train. 

We rode the Southerner and found it to be *he cleanest, the service the best, 
and in all ways as one had pictured trains to be. The food in the dining car was 
qttite good with hot crisp rolls, colorful salads, rare roast beef for those who 
wanted It, excellent service. One had the feeling that tlie man in charge was truly 
interested In each diner. In addition, we found the waiters and porters on this 
train 'to be most courteous and helpf uL 

Mrs. JOHN M. DILLON. 
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Mr. FRIEDEL. Tliank you, Mr. Claytor, for a fine statement and your 
frank discussion. 

I notice you have included an impressive number of letters com- 
mending your passenger service. Do you also get complaints ? 

i\Ir. CLAYTOK. Yes, 1 guess everyone in the public service business is 
bound to have complaints. But I am very liappy to say that at least 
for the last year and a half our letters of approval have outnumbered 
our letters of complaint or disapproval by 25 or 30 to 1.1 get 30 good 
letters for every smgle complaint. I will admit that when we do find 
something wrong, wc try to do something about it. 

Just last week one of our sleeping cars on the Southern Crescent 
coming out of New Orleans had a total air-conditioning failure after 
the train left. The weather was warm and the ciir was uninhabitable. 
We had to ask the passengei-s to sit in the coach section until they 
reached Atlanta. I got rather irate letters from people who said they 
paid for Pullman service and they had to sit in the coach. 

We refunded the sleeping car surcharge for that distance; we apolo- 
gized, and I can assure you my mechanical people will i-cmember tliat 
car for quite a long time, and I am hopeful it will not happen again. 

We have those equipment failures from time to time but we are 
on the whole doing a good job and wc expect to continue. 

Mr. FRIEDEL. By your testimony it shows that you try to correct 
pi-oblems whenever you hear of them. 

Mr. C'l-AVTon. Yes, we do. 
Mr. FRIEDEL. Does this bill, as amended, give the freedom of choice 

to the Southern to join the Corporation or not? 
Mr. CLAYTOR. I cjinnot tell yet because we do not know what the basic 

system is going to be. We do not know what we would be asked to 
operate and we would not know until the Secretary designates it. 
We are quite uncertain as to the costs involved either way. 

But I would like to say that we want very much to be able to afford not 
to join. We would much prefer to continue to run our passenger ser\ice 
than to Iiave a Government corporation come in and take it over, with 
all of the difficulties and complications that may involve for both sides. 
I think we need the election in order to find out what the relative costs 
and burdens would be. 

It is only fair, I think, to say that if a railroad is going to do every- 
thing the (Corporation is going to do and do it without cost to the 
Corporation, it ought to be given an opportunity to do it. This is 
really my point. Whether we would do it will necessarily depend on 
\yhat the service is, how much it is going to cost to join the Corpora- 
tion and other factors which perhaps will not be determined until 
next spring when the Secretary makes his designation. 

Mr. FRIEDEL. Even if you got the tax relief from the Internal Rev- 
enue Service, vou still do not know whether you would ioin, Mr. 
Claytor? ' . J     , 

Mr. CLAYTOR. NO, sir. But without the tax relief, the real cost to us 
would be devastating. We might still have to join as the bill is now 
drafted because not joining is even more devastating. We do feel we 
have substantial public relations benefit from running quality trains. 
Even if a train does not meet its costs, the alternative of having a 
Government Corporation run a part of our railroad is unpalatable to 
us. We would prefer to do the job ourselves subject to the require- 
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ment that it has to be done right and has to be done as well as the 
Corporation would do it. 

Mr. FRIEDEL. Thank you. Mr. Pickle. 
Mr. PICKLE. Thank you, Mr. Chairman. 
Mr. Claytor, I have been privileged to ride on the Southern in 

recent years and I think you have a vei*y progressive line, perhaps one 
of the best in the country. I wish you and your system well. 

Mr. CLAYTOR. Thank you, sir. I am trying. 
Mr. PICKLE. During World War II it was more the woes of a travel- 

ing man tlian it was trouble with the system. You told Mr. Friedel 
you would not prefer to have any system. Does this mean you are not 
supporting the bill? 

Mr. CLAYTOR. Yes; I support the bill. 
Mr. PICKLE. Are there any other railroad lines that would not 

want this established? 
Mr. CLAYTOR. I am not opposing establishing the system. I am say- 

ing we ought to liave an option not to join the system for individual 
railroads that will do the job themselves. 

I am not trying to stop the system from being set up. 
Mr. PICKLE. If we set up this Corporation, do vou think it would 

be practical to allow other railroads to operate independently, a rail- 
road that is in the very heart of the main corridor? 

Mr. CLAYTOR. Yes; subject to the provisions written into this bill 
and the basic service characteristics as designated by the Secretary. 

I do not know of any long-distance passenger service in the country 
that is operated at a profit. There is no effort here and tliere cei-tainly 
is not on my part to say let us skim off the profit and leave the Corpo- 
ration with the losses. 

It is all losses. Between a million and a half and $2 million a year out- 
of-pocket is wliat we are losing on our Southern Crescent. 

Let us take the Seaboard Coastline, for example: if they are desig- 
nated to run two services from Xew York to Miami or one from New 
"^'ork to Tampa, they will want this option, too, because they run a 
fine passenger service, they are very proud of it and they would like 
to stay in the business if they can afford to. 

If we exercise this option we would not pay into the Corporation 
a lot of money, but we would relieve tlie Corporation of at least that 
much expense because it is going to cost them money to run the train. 
It will cost them at least as mucli as it costs us. 

Mr. PICKLE. Are there other railroad lines such as Penn Central who 
would choose not to have the Corporation and would want to operate 
independently ? 

Mr. CLAYTOR. I cannot speak for any other railroad. The Seaboai*d 
Coastline is one which I know is interested in the option. Like us, they 
cannot decide which way they will go until the f actoi-s are determined. 

I believe the Santa Fe would be very much interested in the option, 
but I cannot speak for them. I do not know about the Penn Central 
but I can speculate with you. I w^ould be extremely surprised if the 
Penn Central would not want to join up in any event. 

Mr. PICKLE. In your testimony, did you make any reference to your 
position relative to tlie two approaches—the national system as recom- 
mended by tlie Senate bill or tlie regional approach that Representative 
Tiernan mentioned ? 
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Mr. CLATTOR. I did not because I have to admit I liave not had an 
opportunity to stndy in depth Mr. Tiernan's bill. I read it throiijjh 
once and I have not looked at the list of proposed regional corridors, 
but I am under the impression that there would l)e no corriilors in the 
territorv I serve. We are not a densely ]K)puliited area. 1 sus])Oft our 
particular railroad would not be involved in any of those corridors and 
I would have to study that to find out. 

However, should that bill be .substituted for this, I think some of 
the amendments I have suggested should be made to that bill. The tax 
amendment should be made and the freedom of choice amendment 
should bfr available to anyone willing to operate the corridor. 

Mr. PicKij;. Mr. Chairman, I WHI not take any more time. I would 
say from a very practical standpoint, I do not see how we can operate 
a corporation and let one or two or tliree of the main lines choose not 
to or to be a part of it. 1 think it would \>e difticnlt but I would cer- 
tainly want to reserve further opinion until I read the details of these 
approaches. 

I assume one of your other big problems is that of discontinuance, 
not being frozen in a position where you cannot discontinue. 

Mr. (^LAYTOR. I think that is an oversight. 
Mr. PicKi-E. It may be more than an oversight. We have the l)asic 

problem of maintaining the basic sy.stem. We just cannot allow all of 
the leaves of the tree to be cut off and leave only the trunk. It just 
would not live very long if wo just cannot keep it together. 

Mr. DEVI.NE. ylr. Chairman, I think your statement is quite good 
• and I think the most important portion appears on page 11 where 
you say under ^Ir. Goodfellow's amendment or yours— 

A railroad pleotiiijf not to join the Corporation gets no benefits from the bill— 
it merely avoid.s Iwing subjected to a freeze. 

I think that is very important to be pointed out here. Your letters 
of conunendation outnumljering the complaints 30 to 1 are quite 
unique. AVe, in Congress, receive quite a bit of mail from time to time 
and usually it is the anti's who write to us. 

I am curious as to kiunv whether the fellow who was recommended 
for the diamond pin did get it. 

Mr. CLAYTOR. Actually that is to be awarded ne.xt week. This is 
under the new program. The most recent letters quoted are in part 
stimulated by this program "Operation Southern Hospitality." But 
rail of the ones prior to tlie first of May are purely spontaneous. 

Mr. DEVINE. I know. Now, I notice you say notwitlbtanding this 
promotion you are still operating the passenger business at a loss. 

Mr. CLAYTOH. Yes, sir. 
Mr. DEVINE. I am not interested in specific figures but are you near 

the break-even jwint or are you operating at a substantial loss? 
Mr. CLAYTOR. We are operating at a substantial loss. For 1969, the 

avoidable loss, that is, how much we would have saved if we did not 
operate any passenger service whatever in 19()9, is about .$11 million. 

In 1970 it will be le,ss than that. I would like to say I think it will 
be about ^7^2 million, not l>ecause more j)eople are riding trains, 
I am sorry to say, but iK'cause a great deal ot this very heavy loss 
was due to secondary trains that no one was riding, and they have 
been i)ermitted to be discontinued by either the State authorities or 
the Interstate Commerce Commission. That is going to continue. We 
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are still running several trains tliat by any rational analysis should 
not be continued. 

Of course, if this basic system goes through, these trains will be 
automatically discontinued if we join the corporation next March. 
Our losses are going down because the hopeless trains are being re- 
duced, but we also have losses on the through trains. 

Mr. DEVINE. Thank you very much for your statement. 
Mr. KTTYKEXDALL. It is good to have you with us. On this committee 

we are rather used to having Southern take a more independent point 
of view than the other railroads and I am proud to say they have. 

I think Southern through its innovations in the past, has been able 
to make particular areas of the business jn-ofitablo before the other 
railroads have, and I am proud of Southern's leadership position. 

In a frank discussion between the two of us here, is it not your 
interpretation of the thrust of this legislation as written that it is 
just not intended to have any passenger service outside the Corpora- 
tion? 

Mr. CLAYTOR. Let me put it this way. As this concept was first 
worked up, it was intended to present the railroads with a real choice 
or option. We wei^e to be given an option, and if we did not Avish to 
provide the service, the Corporation would provide it. This was the 
original basic concept. There is no valued reason to say, you must 
operate other secondary or unneeded passenger service miless you go 
ahead and join the Corporation. As the bill is now written, there is an 
option in form but not substance. I believe at some stage of the game, 
someone decided to keep the form, the basic concept that was started 
with, but to make the option so tough everybody would have to join. 
That is how this developed. 

The thing that I cannot understand is why we do this in view of the 
fact that we are all trying desperately to keep the railroads operating 
as private enterprises. If you have one, two, or three—and there prob- 
ably will not be more than that^—that are really willing to perform the 
service and operate it as a private enterprise to the standards that are 
laid down by the Secretary, and save the Corporation money by doing 
it, why in the world shouldn't we be allowed to do this? 

Mr. KuTKENDALL. Ever since I have been on this committee, I have 
warned every railroad executive who has been in that chair, speaking to 
the subject of passenger trains, that this day was coming and that I 
bemoaned the fact that it was coming. 

Now, I am sure as a member of this committee that I am going to 
have to bite that dirty bullet so maybe I should just as well bite it all at 
once and get it over vnth. 

Mr. CLATTOR. We are talking about a period ending January 1,1975, 
under the bill. I can say now that the future of long-distance passenger 
service is sufficiently dim so that I could not afford to make a commit- 
ment to do anything in this field after that time, or into the more dis- 
tant future. 

This is a little less than a 4-year period from March 1,1971, to Janu- 
ary 1,1975, that we are talking about. 

After that the Corporation may liquidate its trains—it is free to do 
so. We do not know what will happen after that. If, after that, I wish 
to liquidate my train because I cannot afford to keep going, then the 
Corporation may take it over, so we are just talking about an interim 
period. 

Mr. KuTKENDALL. I»oking at this activity in the point of view of 
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this committee and the appropriation committee tliat will have to fund 
this proOTam, of course, you see when we look at the whole picture we 
would like to have the good with the bad in this Corporation. In other 
words if there is such a thing as a railroad that is breaking even, we 
would like to have it thrown in to sweeten the pot liecause we are going 
to have to go to the American taxpayei-s and ask them to pav the bill. 

It occurs to me if we take this step you and I philosophically oppose, 
we are talking about rescuing a drowning child here really. I do not 
know whether Mr. Mack was here the other day when the Secretary 
testified the day before yesterday. 

I c^uestioned the Secretary about whether he should be forced to run 
a tram for 5 years that was losing money after 2 years. I shall introduce 
an amendment with real teeth to allow the Corporation to discontinue 2 
years after. I do not want them operating hopeless dogs any more than 
I want you operating hopeless dogs. 

Let me ask you a couple of questions here. Take jour loss of $11 
million. Of course, once you are able to divest yourself of that loss, 
it would not be recurring, so even though there is total credence 
to your mathematics, the one thing you did fail to consider in your 
testimony is that it is not a i-ecurring loss if you give it to the 
Corporation. 

I would propose a 5-year payment of the $11 million or whatever 
is decided is the right figure, and let you pay it out in a 5-year period 
instead of making j-our company do it all in 1 year and showing an 
asset as a bunch of stock which has no market value whatever. Tliis 
is one of the things I have looked at as a thrust. What do you think 
of this? 

Mr. C1.AITOR. The bill does provide that payments may be made 
in 3 years, not all at once. 

To talk about the mathematics for a minute, they picked 1969 and 
my loss in 1969 was $11 million. But if you did not have any bill, 
if this just was not here, my loss in 1970 is going to be about $7 mil- 
lion. My loss in 1971 is going to go down almost to the cost of run- 
ning the Southern Crescent, and that is of the order of $2 million. 
So. I am not having a continuation of this $11 million deficit. It is 
reducing on its own very drastically. 

Mr. KuYKENDALL. What was it before $11 million. 
Mr. Cr..\YTOK. The 1968 study was $14.5 or $15 million. 
Mr. KrvKENDALL. Was it higher the year before? 
Mr. Ci^wTOR. We did not do an avoidable loss study as such before 

that. Generally speaking, the losses jjeakod around 1967 or there- 
abouts because the passenger trains were still running and the people 
were leaving them, and then we began to get rid of the trains and 
that is when the losses started to come down. 

Mr. KTIYKENDALL. Is your primary concern here the physical struc- 
ture of this investment ? You would possibly be better off to give this 
money to the Corporation as an assessment and not e\cn get any stock. 

Mr. CLATTOR. The stock of the Corporation is of no interest to us. 
Mr. KiTYKENDAix. Yet, because you get it, you cannot charge the 

investment as a loss? 
Mr. CL/\YTOR. It is not entirely clear that it would be deductible 

even if you did not take stock, unless there is also a specific provision 
to make it so. 

Mr. KtTYKENDALL. If you were given the choice possibly of, in legis- 
lation, taking the stocks or the tax loss which would you take? 

46-634—70 12 
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Mr. CLAVTOR. Tlie tax loss, without question. The common stock of 
the Corporation ^i\es you a Aoice in it, and if it is froin<r to contract 
for some operation on your I'aih-oad that would be interesting, but not 
valuable. I do not foresee there will ever be any distribution on this 
stock in the form of either income or redemption. 

Mr. KtTYKENDALL. Thank 5'OH, Mr. Chairman. 
Mr. FRrEDEL. Mr. Dingell. 
Mr. DixcELi,. You have given this committee a very useful state- 

ment and we are grateful for what you have to say to us this morning. 
Just to follow up briefly the point raised by Mr. Kuykendall, ai-e 

you able to tell us in making these comments, you are speaking for 
the whole of the indu.stry or are you just speaking your personal views? 

Mr. Ci-AYTOR. My pereonal views are those of Southern Railway. In 
requesting the three amendments, the entire industry is with me. I 
would not want to bind the rest of the industry to all of the things 
I have said in answer to questions but the three basic amendments are 
sponsored by the whole industry. 

Mr. T)iX(!Kij.. "With regard to the point you raised in response to 
Mr. Tvuvkendall about the stock ownershi]), do you speak there just 
for Southern or do you speak for the whole industry ? 

Mr. Ci.AVToi!. T am quite certain, if it were given as an oj^tion and 
that would be important, that you either take the stock or the deduc- 
tion, this would be useful to and welcomed by the whole industry. 

A[r. DiNOKi.L. It would be helpful if you would let us know. 
Mr. Ci,AYT0R. I will ask Mr. Good fellow to do that. He is the spokes- 

man for the industry. 
Mr. DixoF.ri,. If you are going to come before this committee with 

tax matters which we understand has to be done in "Ways and Means, 
we may be able to help you in one fashion and not the other. We could 
probably draft legislation giving you the option but we would not 
draft legislation that would give you tax relief. I must tell you I think 
your prospects of getting tax relief out of work in "Ways and Means 
this session or getting ta.x sessions this session with a very difficult and 
liusy session and the amount of "Ways and Means are A-ery slight, so you 
should eiA''e considerable thought to this matter. 

Mr. FRPEDEL. I want to thank you very much, Mr. Claytor. 
"Vou ha\e been a very fine witness. 
Mr. Ci.ATTOR. Thank you very much. 
Mr. FRTF.DEL. Our next witness is Mr. Anthony Haswell. 
Mr. PiCKLK. T must leave the committee at this point. I will i-ead 

Mr. ITaswelTs statement in detail and I will take this opportunity 
to oonunend him for the leadership he has ftiven in this passenger 
ser%-ice endeavor. He has been one of the real working men who has 
come forth with practical ideas and I salute him for his leadership 
and I wanted him to knoAV I appreciated the good work he has done 
in this area. 

Mr. FiiiEDEL. You may proceed. 

STATEMENT OF ANTHONY HASWELL, CHAIRMAN. NATIONAL 
ASSOCIATION OF RAILROAD PASSENGERS 

Mr. HASWEI.L. My name is Anthony Haswell. I am chairman of 
the National Association of Railroad Passengers, with offices at 417 
New Jersey AAenue SE., Washington, D.C. I appear on behalf of 
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tliis association in support of S. 3706, the Rail Passenger Service Act 
of 1970. 

The National Association of Railroad Passengers is an Illinois not- 
for-profit corporation. Membership is open to users of rail passenger 
service and to anyone who believes tliat rail sei'vice is an essen- 
tial part of a truly balanced transportation system. Since our begin- 
ning in July, 1967, we have enrolled nearly 7,000 members from all 
parts of the country. Our specific objective is to obtain modern train 
service wherever it is needed and useful, whether for commuters, for 
intercity travelei-s in densely populated corridors, or for cross-country 
vacationers. 

Our activities in furtiierance of these objectives include working 
for the passage of constructive legislation; opposing selected proposals 
for train discontinuances before regulatory authorities and the courts 
wlien, in our judgment, the overall public interest justifies such op- 
position; and conducting a continuing educational campaign to 
acquaint the public with the advantages and benefits of gtxxl pas- 
senger service, and the underlying economic and political issues of the 
problem. 

NARP enthusiastically supports S. 3706, which would establish 
a quasi-(ioveniment Corporation to operate intercity rail passenger 
service. We believe that this approach would iiccomi^jish the major 
l)eneficial objectives of the legislation already before tliis committee 
on which we testified in support last November 20. First, rehabilita- 
tion and replacement of passenger equipment, provided for in H.R. 
l-'5o.5"2, would be accomplished by the proposed Corporation as an inte- 
gral part of its operations. Second, since the basic purpose of tlie 
Corpoiation is to provide the best possible passenger service, it should 
ariiieve the result sought by H.R. 13832 and H.R. 14512. These bills 
would empower the Interstate Commerce Commission to prescribe 
and enforce adequate standards of service on passenger tmins. Third, 
a thorough restructuring and rationalization of present services and 
i-outes, wliich would be facilitated by H.R. 13832, will be accomplished 
through the s{)ecific provisions of S. 3706 calling for the Secretary 
of Transijortation to designate a basic national system of passenger 
trains. 

Furthermore, S. 3706 will produce benefits considerably beyond those 
envisioned by the previous bills. A single organization with unified 
management will facilitate elimination of duplicate functions, par- 
ticularly in administration, sales, marketing, i)romotion, and research 
and de\elopment. Most imix)rtant of all, the operation of trains will be 
removed from tiie control of those who want to get rid of them and 
put into the hands of a management dedicated to gi\ing the best i>os- 
sible service at the lowest possible co.st. This, alone, sliould result in 
a ti-emendous improvement in the quality, utility, and economics of 
piissenger service. 

NARP has no objection to most of the jnoposed amendments of 
the Association of American Railroads. Howex IT, WC do object strong- 
ly to the AAR's proposed amendment to section -104(a). The effet;t of 
this prono.sed change would be to reduce the incenti\o. for railroads 
to join the Corporation, in that it would allow those who do not join 
to discontinue under present procedures tiiose trains whicii are not 
operated between jjoints specified within the basic system. 
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We believe that all passenger-carrving railroads should join the 
Corporation. If the objectives of the bill are to be fulfilled, there must 
not be any major gaps in the operations of the Corporation. Each 
railroad tnat does not join will deprive the Corporation of valuable 
capital contributions, operating revenues, and operating efficiencies. 
Therefore, we are opposed to any reduction in the incentive to join. 

We disagree with tlie AAR that a constitutional problem is pre- 
sented by section 404(a) as presently written. As public utilitie.s, 
railroads can constitutionally be required to provide passenger service 
over an indefinite period of time even if it loses money. Accordingly^, 
it seems clear that railroads may constitutionally be compelled to join 
the Corporation for the price oi 1 year's passenger service losses, if in 
return they are relieved from the obligation thereafter to jjrovide 
service themselves. Since they may constitutionally be compelled to 
join, there appears no constitutional problem in requiring them to pay 
a stiff price if they elect not to join. 

If, despite our objections the committee determines that the proposed 
amendment to section 404(a) should be adopted, the Secretary of 
Transportation must be given compreliensive powers over standards 
of service on trains operatefl bj' nonjoining railroads which are in- 
cluded in the basic sj^stem. We suggest the following amendment to 
section 401 which would be designated as new paragraph (c) : 

The Secretary shall have tlie power by order to prescribe and enforce standards 
of service on passenger trains operated between points within the basic syMtem 
by railroads which have not entered Into contracts with the Corporation under 
subsection (a) of this section, and to require such railroads to provide appropriate 
connections and through car service in conjunction with trains operated by 
other such railroads, by the Corporation, or by regional transportation agencies. 
Orders of the Secretary entered pursuant to this subsection shall be enforced 
by the district courts of the United States by a writ of injunction or other 
mandatory process. 

In our opinion, provides of the bill as presently written do not 
clearly grant such power either to the Secretary or to the Interstate 
Commerce Commission. The Secretary's power to designate basic 
characteristics of service under section 201 contains no enforcement 
power on a continuing basis once the basic system is put into opera- 
tion, nor does it cover standards of service such as cleanliness, on- 
time perfonnance, and so on. The Interstate CommeiTe Commission's 
])ower to regiilate comfort and health matters under section 801 
might be narrowly construed either by that agency or by the courts. 
The ICC has already testified that it doe-s not want to regulate health 
problems, and the fact that it took 3..5 years to decide that it did not 
have jurisdiction presently in this general area indicates a pro- 
nounced lack of enthusiasm for any responsibility o\-er the quality of 
train service. Furthermore, since the Secretary of Transportation by 
this legislation is being given basic responsiijility for future inter- 
city passenger service, he should have sufficient power to fulfill that re- 
sponsibility without the necessity of going to another agency. 

We oppose the adding of any restriction to the bill wliich would in 
any way affect the Corporation's right to handle mail, including the 
freedom to set mail rates. Mail revenue is vital to the successful opera- 
tion of some passenger services. Since the railroads will be relieved 
of all their passenger service losses upon joining the Corporation, 
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they are hardly in a position to demand protection from competi- 
tion for their mail traffic. 

We favor the amendments to the Internal Revenue Code proposed 
by the AAR and the Southern Railway. The price of joining the 
Corjxn-ation is 1 year's losses on passenger service. Unless this tax 
relief is provided, the price for some railroads might be equivalent 
to as much as 2 years' losses. This would not benefit the Corporation, 
and seems contrary to the intention of the drafters of the statute. Un- 
der the circumstances, the proposed Revenue Code amendments ap- 
pear just and reasonable. Moreover, their enactment would give some 
railroads an additional incentive to join the Corporation. 

I am certain that we would have no problem with an alternative 
solution to this question which may be worked out outside the con- 
tou rs of the revenue code by this committee. 

We have no objections to any of the amendments proposed by rail- 
road labor, and will comment very briefly on just two of tliem. First, 
in addition to representati\es of the railroads and of labor organiza- 
tions, we believe that tlie Secretary should also consult with repre- 
sentatives of consumer groups before issuing his final report. Those 
who will ride the trains nave at least as much at stake as the railroads 
and the labor unions in the routes to be operated and the services to 
be provided in the basic system. Ac<»rding]y, we suggest that amend- 
ment Xo. 1 of the Congress of Railway Unions be modified as follows: 
", after consultation with the representatives of the railroads, with 
labor organizations duly authorized to represent railroad employees, 
and with organizations representing consumers of railroad passenger 
service.'". 

Secondh'. we strongly concur with rail labor's request for additional 
funding. The Corporation most certainly will not be profitable for the 
fii-st year or two of its operation. Any money needed to pay operating 
losses will, of necessity, be diverted from vitally, needed capital im- 
provement and modernization projects. Conversely, the more money 
that is spent initially for such purposes, the quicker the Corporation 
will reacli the break-even point. New and modernized equipment and 
facilities will both attract increased revenue and reduce operating 
costs. I need hardly belabor the fact that over the past several decades 
literally tens of billions of dollars of Government funds liave been 
spent on highway and air transportation, while railroads have re- 
ceived virtually nothing. Truly modern train service will require sub- 
stantial Federal assistance; we may as well face this reality now. 

Agahi we urge the prompt passage of S. 3706. It is clearly the most 
comprehensive and imaginati\e solution to the passenger train prob- 
lem that has been proposed. 

I thank you for the opportunity of appearing before your com- 
mittee today. 

Mr. FRIEDEL. I want to thank you very much, Mr. Haswell. You 
have always been verj' helpful to this committee. I have no questions. 

Mr. Dingell. 
Mr. DINGELL. Mr. Haswell, I wish to commend you for a very good 

statement. 
I am curious to know, is there anything in this bill which requires 

that tliere be high-quality service? I am rather reluctant to continue 
paying a high price for the kind of service I have seen afforded to 
passengers by some railroads. 
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Mr. HLiswELL. I assume we are referring now to the operations 
of tlie Corporation ? 

Mr. DiNGELL. Tlie operation of tlie Corporation. 
Mr. HASWELI,. We feel—and we have given this a great deal of 

thouglit—^that the \ery essence of this Corporation, of the concept, 
is to set up an entity whose sole purpose is to run passenger tnxins. 
It will receiA-e subst^intial Federal assistance under a mandate to 
mwlernize the railroads. Imagination and innovation are being en- 
couraged. 

I feel that it would l)e unnecessary and inconsistent to, in effect, put 
a lot of teeth into the hands of some other Federal agency to make 
sure that the Corixiration is ordered to do the very thing that it 
is being brought into existence to do. This Corporation will not have 
its attention divertod by having to run freight trains or looking around 
for juicy investments in real estate, or whatever. Its purpose for lieing 
is to run passenger trains. Therefore, I am not concerned about the 
absence ot strong controls or directives and so forth either in the 
statute itself, enforceable by the courts, or iji the hands of some 
other agency. I am certain, if, after the first year, we are not getting 
the results that we want along these lines, the Congress will take a 
very thorough look. The statute requires that reports must be given 
every year to the Congress. So, I am willing to set this thing up with 
positive incentive and encouragement and let it go at leaist for a 
while. 

Mr. DiNGELL. "What assurances do you have that roadbed standards 
will l>e maintained to provide the optimum kind of roadbed for a 
truly miality, high-speed passenger service? 

Air. HASWELL. That is another question. 
Mr. DINGELL. They are \ery intimately related. 
Mr. IIASWELL. My previous comments, of course, referred to the 

operations of trains. Now, track and roadbed are very, very serious 
problems, with the exception of a few railroads in the coimtry. 

First, I should point out tliat both in the takeover contracts and in 
the conti-acts for the use of track and fa<"ilities imder section 402, 
provisions can be. mseited which will obligate the railroads to provide 
good tracks for passenger trains. There are some exceptions, but gen- 
erally si^aking, on heavy mainline freight railroads, the weight of the 
trains has gotten so heavy and the speed has gotten so fast that they 
simply have to keep that track up to standards sufficient for an 80- 
mile-an-hour passenger train even if they would only operate freight 
train, or else they would have their trains all over the landscape and 
this is admitted by several railroads now in published articles and 
statements. 

For high-speed service in corridors, I am afraid there has to be 
some more Federal funding to build the roadbeds and the tracks that 
we need. I do not tliink that there is enough in this act, certainly not 
as it is presently written. 

The roadbed problem is big enough so that you cnnnot just order tiie 
railroads to provide for high-speed roadbeds. I think that qiiestiou 
has to lie faced at the Govenimont level and dealt with at that level. 

Mr. DiNOEU.. Tliank you. Mr. Chairman. 
Mr. KtTKEXDALr.. Thank you for your very good testimony, Mr. 

Hasweli. 
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Since you have stated flatly that you think that the thrust of the 
legislation should be there should be no passenger service outside the 
Corporation, I will question you in that light. 

Tliis is a very basic philosophical decision that is going to have to be 
made by the committee with almost a test vote or two to decide which 
direction the committee really wants to go. 

I am not going to take a position Itecause I have not decidetl wliioh 
way I want to go on that one. So, I will question you in the context 
of your own position. 

1 started to ask you a question but the first statement I will make is 
pretty nmch an as.suniption. You certainly agree that some, if there is a 
total takeover of everv existing passenger route that exists in the coun- 
try, there are some wlio just have no business being in existence for a 
full 5 years and there will probably be reason to know that fairly 
quickly, would you not agree? 

Mr. HAswELL. I do. We have not taken a position  
Mr. KuYKEXDALL. 1 kiiow you did not. 
1 would like for your organization to lielj) me draft an amendment 

which I discussed with Secretarv Volpe in that chair Tuesday. 
I would like to have an amendment, and I am working on it myself 

and I would like to have your help, as to certain extreme conditions 
that would allwv the Corporation to discontinue high-loss meaningless 
routes l)efore 5 years, let us say 2 years, because you know and I know 
that this Corporation is going to have to go through the t^ixpayers for 
money thix)ugh the appropriation route. You know and I know that 
the success of this Corporation is going to depend largely upon our 
ability to keep the taxpayers at least pacified—I did not say happy—at 
least pacified for a reasonable period of time and I think reasonable 
steps like this would not only hurt your cause but I think it might help 
your cause for reasonable passenger service. 

So, I am a.sking for your help in drafting this amendment that would 
allow the Corfwration to discontinue under certain circumstances. 

Will you do that? 
Mr. HASWEI.L. Certainly. 
(The following proposed amendments were received for the record:) 

PROPOSED AMENDMENTS TO S. 3706 

AMENDMENTS TO SECTION 404 

DISCOKTINIUNCE OF SKRVICE 

Line 21, page 21 Change "1975" to "1973" 
Line 3, page 22 Insert new paragraph (3) as follows: 
(3) In at any time after July 1. 1972, the Secretary determines that any train 

or trains in the basic system in whole or in part wliether operated liy the corpora- 
tion or otherwise 

have not been significantly patronized since the commencement of operations 
under the basic system ; 
have no significant potential for increased patronage in the future; 
are not essential to the viability of the remainder of tlie basic system : and 
will impair the financial ability of the Corporation to adeqiiately provide 
other ser\-iees. 

snch train or trains 
(Here continue with lauginige from line S thru line 21 inclusive on page 22) 
Renumber present paragraph  (3)  to paragraph  (4) 
Renumber present paragraph (4) to paragraph  (.">) 
Line G, page 22 Insert the word ••finan<'ial" l)efore ability 
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Mr. KuYKEXDALL. Tliosc of you in the audience here heard the dis- 
cussion we liad witli the Secretary about this tiling on Tuesday and he 
agreed that there would be a place for such amendment if it was 
properl}' drawn. 

I am glad tliat you have supported the fact that, regardless of what 
you may think of the past passenger service, that the railroads are put 
in a verj- bad position by the tax structure as it now stands. We must 
do something. I think we are going to hare to decide what to do, and 
the option looks to me like, in the last few moments about the best bet. 

Thank you, Mr. Chairman. 
Mr. FRIEDEL. MV. Dmgell has another question. 
Mr. DiNGELL. Mr. Haswell, I would like you to turn your attention to 

title 18 of the bill, the section on adequacy of service. 
The Federal Aviation Act section 404(a) pro%'ides carriers must pro- 

vide safe, adequate equipment, service, and facilities. It occurs to me 
that the language on page 29, lines 10,11,12 are rather less than that. 

It appeai-s to me about the minimum we could have in that would 
be the carrier should provide as a minimum, safe, adequate facilities 
and if he did so, we might be better assured we will get the kind of 
service, equipment, and facilities necessary. Do you have some com- 
ments or suggestions with regard to either the possible ciiange of this 
to conform to the Federal Aviation Act or wliether we ought perhaps 
to do some other things that might still be better or different i 

Mr. HASWELL. Let me say, I guess I can comment on that in several 
ways. 

In the first place, despite my brief comments, if, in tiie committee's 
best judgment, there should be more specific language along these 
lines applicable to the Corporation  

Mr. I hxGELL. I am asking you for your judgment. 
Mr. HASWELL. We would have no objection. I would agree witli you 

that this language in section 801 is rather vague and more particularly 
could be construed in a quite limited manner. 

Good standards of service language, in my opinion—or better stand- 
ards of service language, shall I say^are included in my testimony 
with regard to railroads; the services of those railroads would remain 
outside the corporation. 

That is compi'ehensive. It docs not seem to leave any loopholes, al- 
tliough we can never be sure. In other words, what I am saying is I 
do agree with you. If you want to put a specific directive of the ty])e 
you are talking about applicable to the Corporation, then certainly 
to do it meaningfully, you should do more than what is in section 801. 
I would like to add that I feel strongly that the powers should reside 
in the Secretary rather than in the Interstate Commerce Commission. 

As I pointed out in my statement, the Interetate Commerce Commis- 
sion took three and a half years to decide they did not have the power 
in this area, and they certainly have exhibited no enthusiasm for 
assuming and carrying out this type of regulation or responsibility. 
I am speaking from experience now. 

As I understand your comment, I would say you are probably right. 
We would have no objection to more specific and mandatory language 
put in that section or elsewhere in the bill. 

Mr. DiNGELL. You are talking about it as part of the certificate of 
public convenience and necessity that would go to a carrier and also 
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a fundamental responsibility of the carrier to provide this service. 
Jf r. HASWELL. I assume we are talking about the Corporation. 
Mr. DiNGELL. We are talking about the Corporation and also the 

roads, the railroads, too. 
Mr. HASWELL. TO the extent that there are railroads outside of the 

Corporation operating trains in the basic system, which would become 
a possibility if Mr. Claytor's amendment were accepted, then tiiere 
is just no question as I indicated in my testimony that there has to be 
the strongest type of standards-of-service language. 

That does not apply to Mr. Claytor's railroad. If they were all 
being run like he mns his railroad, we would not have any concern. 

Mr. DiNOELL. I am well aware of how well Southern nms their 
road. They are almost unique in this business of providing high 
quality service. 

Mr. HASWELL. Right, and that is the unfortunate thing we are faced 
with. 

Mr. DiNGELL. Do you want to comment on Mr. Claytor's amendment ? 
Mr. H^vswELL. I commented in my statement that we are basically 

opposed to the idea of having an option. I think the more railroads 
that get into this thing, the more unified it will be and the better 
chance it will have to work, but if the committee feels strongly the 
other way and feels that there should l)e a meaningful option, then I 
feel that Mr. Claytor's language does not go far enough in assuring 
that the Secretai-y of Transportation will have the power and author- 
ity to require high standards of service. 

As you say, the Southern Railway is unique. There are others in 
the country with Avhom we have been litigating—I think the commit- 
tee should be well aware of this—and they operate routes and tracks 
which are absolutely essential to be included in any kind of mean- 
ingful national system. If they are not going to join the Corporation, 
then we simply must have no question about the power to require 
them to provide high-quality service. 

Mr. DiNGELL. Tliank you vei-y much. 
Before the committee adjourns, I do note there were certain questions 

submitted by me to the Interstate Commerce Commission and the 
Secretary of Transportation. I would hope the record would remain 
open long enough for me to have this material included in this record. 

Mr. FRIEDEL. The record will remain open until we have responses 
to your questions. 

the subcommittee is now adjourned. AVe will try to mark the bill 
up as quickly as we can. 

(The following statement and letters were received for the record:) 

STATEMENT OF HON. KATMOND P. SHAFEB, GOVEENOE OP PCNNSTLVANIA 

Mr. Chairman and members of the Committee on Interstate and Foreign 
Commerce, as Governor of the Commonwealth of Pennsylvania, I sincerely regret 
that I am unable to appear before you In person to express our views with 
respect to the intercity rail passenger service problem, and particularly Senate 
Bill 3700, the "Rail Passenger Service Act of 1970" which you are presently 
considering. However, I wish to submit the following statement for your record 
in the sincere hope that it will assist you and the Congress as a whole in your 
deliberations on this serious matter and the development and enactment of 
l^islation that will enable this Nation to deal with this crucial aspect of our 
total transportation problem in a truly effective and realistic manner. 
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We are all well aware of the alarming decline which has occurred in the 
quantity and quality of Intercity passenger service, as operated extensively for 
so many years by America's privately-owned railroad industry. We are also cog- 
nizant of the serious problems now confronting the railroads, including some 
of those which have already divested themselves of most or all of their so- 
called unprofitable passenger service. Clearly, the majority of the carriers 
still oiJeratlng intercity service no longer want to be in the passenger business 
and are determined to end it or to be relieved of it. It is obvious that, if the 
present course continues and no effective counter-measures taken, the demise 
of intercity service on all but a few well-patronized, urban corridors is close 
at hand. 

There are many jyeople, both within and outside the railroad industry, who 
have been saying "The passenger train is dead. Why try to resurrect it?" They 
argue that it Is unused and therefore unneeded; that it is unprofitable and, 
therefore, an unfair burden upon the private enterprise operating it. They say, 

•"Let it die!" 
These arguments, in my opinion, are illogical and short-sighted. They ignore 

two basic questions: 
1. Is it logical to judge the need and profitability of a transportation service 

oil the basis of its prevailing patronage, revenues, and expenses, when these 
have been measured only during periods of time when the service as oi)erated 
wa.s increasingly unattractive, generally inconvenient, often unreliable, and 
Inefficient? My answer to that is an emphatic "No". We in Pennsylvania believe 
that, until an objective, comprehensive appraisal is made of the jwtential role 
and capabilities of a top-notch, well-managed passenger service, no one can 
logically decide rail's future one way or the other. 

2. Will we l)e able to meet our Nation's growing transportation needs, specifi- 
cally for intercity passenger travel, without the rail mode? My ans%ver, again 
is "No". The exi)erts in transiwrtation planning are virtually unanimous in 
saying that our highways and airways systems alone will not be able to fulfill 
our total needs, and that other, newer technology will not be made available in the 
near future to fill the gap. It i.s. therefore, unthinkable that we should allow 
an existing mode, which ma.v still have valuable potential if projierly handle<l, 
to be abandoned. Instead, we should be looking for ways to preserve and upgrade 
it until there are viable alternatives. 

I^et me emphasize that T am not suggesting that we keep in operation a worn- 
otit, unprofitable, iK)orly-managed form of intercity transiwrtation that would 
only serve a continuall.v decreasing market and need. I am suggesting that the 
least we must do is to preserve, improve, re-structure, promote, and properly 
manage essential services on those routes wliere present or potential needs 
warrant, and to carry out exiieriments and collect data on an on-going basis so 
that valid judgments can be made regarding the potential role of. need for, and 
profitability of the rail mode in order that we can make sound transportation 
plans for the future. 

.\s some of yon may know, the Commonwealth of Pennsylvania has pla.ved 
a prominent role in protesting before the Interstate Commerce Commission 
the recpiit proposal of the Penn-Central Transportation Company to discontinue 
thirty-four f.34) of its intercity passenger trains. This propo.sal and others 
pending, if allowe<l. would virtually eliminate all Penn-Central passenger service 
west of Harrisburg and Buffalo. I created a Special Cabinet Level Task Force 
to deal with this matter, not ju.st to seek ICC's denial of the Railroad's petition, 
but to develop a |irogram for eventually solving the problem. Another step I 
took was to contact personally the governors of the eleven (11) other states 
directly affected by Pcnn-Ccntral's proimsal. We have also cooiieratcd with 
vnrious local governments and oriranizations in this effort, and have been much 
enco.iragetl as a result. 

We have been jitirticularly encouragMl by tlic i)rogress made at the Federal 
level, as evidenced by passage of the legislation (Senate Rill 370fi) which yon 
are now consi'dHniis. tbnt would deal positively with the overall problem. We l)e- 
lleve t\\\< legk^latioM is liaslcally a sound apjyroach. and we enthusiastically sap- 
port its general concept and provisions. However, we finnly believe that a stnmger 
i*oIe for the states must be sixH-ificnlly iirovidinl for in amendments or modifica- 
tions to the Senate's legislation. 

Ix>t me digre.-is a moment to explain why we believe this is so vital to obtaining 
Rail Passenger Service legislation that will 1«> truly effective in meeting the 
Nation's n<>e<l.s. 1 think yonr Committee should lie reminded of some of the jiosi- 
tive steps that have taken and are taking place at state level which directly relate 
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to and Hbould be recognized In fonuulatiuK a viable Xational Rail passenger pro- 
gram. Naturally. I am most familiar with what we in I'enns.vlvania have done, but 
several other states have taken or are coutemplating similar step.s. 

Pennsylvania, as some members of your t-omniittee may linow. embarked many 
months ago on the first step of a long-range intercity ground traiisiH>rtation prt)- 
gram. The Commonwealth, through its Transportatiim Assistance Authority, 
committed .$2.0 million to the purchase of eleven (11) Metroliner cars, similar to 
those in use by Penn-Central on the Northeast Corridor service. The Common- 
wealth's ears have been built and are to be used, hoi)efully, in a four-year Uemon- 
stratiou Project on the Penn-Central between Philadelphia and Harrisburg. As 
an adjunct to this initial project, the State (jontracted last year fur the tlrst phase 
of an on-going Market study in this corridor, conducted by Penn State University. 
The Demonstration I'roject has been under the direction of our Department of 
Commerce, and incidentally, no Federal funds are involved in it. One of the main 
objectives of the Project is to find out the market potential of improved inter- 
cit.v rail service, in order that we can lie l)etter informed as to the optimum role 
of the rail mode and can evolve sound Commonwealth ix)licies and future pro- 
grams in resi)ect to it. 

We have taken an even more significant step recently in Pennsylvania to 
enable us to deal with Transportation, at State Government level, as a total, 
coordinated function, rather than by separate modes. Thus, we will establish on 
.Tuly 1, 1970 a Pennsylvania Department of Tran.siKirtation. embracing high- 
ways, rail, mass transit, air and water all in one department. I^ennDOT, as we 
will call the new Department, will have as one of its most important ta.sk the 
development of a Master Plan for Transportation for Pennsylvania. This will 
involve collecting a great deal of data about our present system—made up of a 
variety of privately and publicly owned modes, facilities, and service.><—and 
evaluating how well and to what extent these are functioning and being used. 
It will also determine their physical condition, capacity, and other measures 
of their present status. At the same time. PennDOT will be endeavoring to 
forecast transportation needs, and then to relate nctilx against HyHtem in order 
to identify where there are overlaps and waste, and also where there are giips 
requiring additions and improvements. It will al.so look further into the future 
at needs and their po.s.sible fulfillment with new technology. Already we have a 
good start on this, even though PennDOT is not yet officially in operation. 

Thus, Penn.sylvania and other .states are becoming intimately involved and 
informed with respect to the rail systems presently within their border.s, and 
how they relate to the National rail .system. More important. Pennsylvania and 
other states have plans under way for best use of these .systems, not only from 
their individual points of view but also as they connect with the systems in 
neighboring states and the Nation as a whole. Several states, including Penn- 
.sylvania, have established or are considering establishment of Departments of 
Transportation that will be responsible for the orderly development and re- 
structuring of their rail systems and services, parts of which would obviously 
comprise the Basic National  Systi»m contemplated in S. 3706. 

Under the proposed Federal legislation, the routes and points of service 
of a basic National rail passenger system would be determined by the Secretary 
of Transportation. We strongly urge that the final legislation as enacted should 
provide to the various states both an opportunity to work closely with the 
Secretary of Transportation in the determination of the components of the 
National .system, including a role in the decision-making process in view of their 
more detailed knowletlge of the alternatives to be considered. Furthermore, tlie 
States should have a voice In the ojieration and services of the basic system, 
once it has l)een defined. 

We are plea.sed that the Senate passe<l bill, which establishes a quasi-public 
corporation in order to implement the purposes of the act. provides that "Any 
State, regional, or local agency may request of the Cori>oration rail pas,senger 
service beyond that included within the batne system." The Corporation is 
required to initiate such sen-ice if the State or other agency agrees to reimburse 
the Corporation one-half of any losses associated with s-uch services. 

While it is premature to make Ann commitments that are de])endent on the 
outcome and provisions of the final Fe<leral legislation, we in Peimsylvania 
ar«,> already studying various tyi)es of State-regional organizations that would 
be established to deal with needed rail im.ssenger service requirements not 
coi-ered by the Basic National System, assuming this iniportiint provision is 
retained in the law as enacted. 
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1 sincerely trust that the views I have expressed as to a stronger role for the 
states—a role which the states, because of their more intimate knowledge of 
the problems, the needs and the potentials, must have granted to them if we are 
to create a meaningful, effective Federal Rail Service Program in our Na- 
tion—will be carefully considered and adopted in your deliberations on S. 3706. 

Thank you very much for the opportunity to submit this statement for your 
record. 

NATIONAL ASSOCIATION OF RBOULATOBY UTILITY COMMISSIONERS, 
Waghington, D.C., June 9,1970. . 

Be H.R. 17428 and S. 3706, bills proposing the Rail Passenger Service Act of 1»70. 
Hon. SAMUEL N. FRIEDEL, 
Chairman, Subcommittee on Transportation and Aeronautics, Committee on In- 

terstate and Foreign Commerce, House of Representatives, Washington, D.C. 
DEAB CHAIRMAN FBIEDEL : The National Association of Regulatory Utility Com- 

missioners (NARUC) supports the enactment of legislation to provide Federal 
financial as.sistance for the development of adequate rail passenger service which 
will be re.sponsive to the nee<ls of a growing America. Our testimony o» this iiosj- 
tion was submitted to the Subcommittee on November 18, I960. 

We have doubts as to whether the above referenced legislation is the hetst 
solution to the problem of developing an adeijuate rail passenger system. How- 
ever, since its enactment in some form apijears imminent, we respectfully urge 
you and your colleagues to amend it in the following particulars. 

FEDERAL-STATE   COOPERATION   IN   DiaSIGNATION   OF  BASIC   NATIONAL   RAIL   PA8SE.VOER 
SYSTEM 

We request that the above legislation be amended to require the Se<»retnry 
of Tran.sportation to consult with State rei>resentatives in preparing his reiwtrt 
and recommendations for a ba.'^ic national rail iws.senger system.' 

The destiny of rail passenger service lies primarily in the densely r><)pnlated 
regional corridors and, therefore, the States, being better acqualnteil with 
regional needs, will be a valuable source of assistance to the Secretary in arriv- 
ing at a designation of the basic national .system. 

STATE   REPRESENTATION   ON   DIRECTORATE  OP  RAILROAD   PASSENGER  CORPORATION 

Title III of H.R. 17428 provides for the creation of a coriK>ration for each 
urban corridor to provide passenger service. Each corporation would haw a 
board of directors of not more than twenty-one memliers to lie sele<^ted as 
follows: 

(a) A majority shall be appointed by the President of the United States 
which shall include the Secretary of Transportation and at least one resi- 
dent of the corridor region to represent the interests of passengers in that 
region : 

(b) One member shall be appointed by the Governor of each State served 
by the corporation; and 

(c) At least two members shall be elected by the rail carriers who have for 
consideration been relieved of their rail passenger responsibilities within the 
jurisdiction of the corporation. 

We l>elieve that the concept of a corporation for each urban corridor, as pro- 
posed by H.R. 17428, is superior to the single National Railroad Passenger 
Corporation proposetl by S. 3706. Rail passenger service in the future will in- 
creasingly assume a corridor configuration and, hence, the directorate of a 
ojx'rating corporation should strongly reflect the regional interest. H.R. 17428 
.xatisfles this obvious public need, but S. 3706 does not. 

Accordingly, we strongly support this aspect of H.R. 17428 in preference to that 
contained in S. 3706. 

Section .303 of S. 3706 provides that the National Railroad Passenger Corpora- 
tion shall have a board of fifteen directors to be selected as follows: 

(a) Eight members shall be appointed by the President of the United 
States, which shall include the Secretary of Transportation and at least 
one consumer representative; 

'ThlR amendment mnv be made by KtrlUng the comma after the word "departments" In 
line IS. page 4. H.R. 17428. or line 7. pajre 4. S. .S706. and Inserting In lieu thereof the 
foUowlnR: "and the national organization of the State commissions referred to In part 11 
of the Interstate Commerce Act,". 
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(b) Three members shall be elected by common stockholders; and 
(c) Four members shall be elected by preferred stockholders. 

If the Subcommittee decides to report a bill containing the single corporation 
concept of S. 3706, we request that it be amended to provide that at least one of 
the eight Presidential appointees shall be a State representative.' 

STATE JOINT BOAKOS IN ICC DISCONTINUANCE AND ADEQUACY-0F-8EKVICE PBOCEEOINOB 

We request that the above legislation contain an amendment to Section 13a of 
fhe Interstate Commerce Act (49 U.S.C.A., Sec. 13a) to provide that, in dis- 
continuance and adequacy of rail passenger service proceedings, there shall be 
a balancing of regional needs, reflected by State joint boards making initial de- 
cisions, and of national needs, reflected by the ICC making final administrative 
decisions on appeal. 

More si)eciflcally, a State joint board would interact with the ICC as foUow.s. 
When a railroad proposed discontinuance of an interstate passenger train under 
Section 13a (1), the ICO would be required to conduct a prompt Investigation of 
.such proposal if requested by a majority of the State railroad regulatory com- 
uiissions of the States In which such train operates. Also, the ICC would be 
required to conduct an investigation of the adequacy of service provided by an 
interstate passenger train if a majority of such State commissions so requested. 

Within twenty days after the ICC instituted an investigation of proposed dis- 
continuance of adequacy of service of a passenger train, such State commi.ssions 
could create a State joint board compo.sed of one oflicial from each commission. 
The ICC examiner would have the primary responsibility of conducting the 
hearings involved in the investigation, but members of the board could sit with 
him and nssist in the examination of witnesses in the .same manner as is now done 
in cases where the ICC requests the use of State co<H)erators.' 

Upon the conclusion of the hearings, the ICO examiner would prepare a recom- 
mended report and order and submit it to the State joint board who would 
promptly convene and issue a decision in such investigation within thirty days 
after such submission by the examiner. If the board failed to render a decision 
within such time, its jurLsdictlon would be vitiated. Within fifteen days after 
the decision of the board, an aggrieved party could appeal the decision to the 
ICO for the correction of legal error.' 

The State joint tward would be constituted in a manner similar to the joint 
boards which are now provided for in Part II of the Interstate Commerce Act 
involving motor carriers. 49 U.S.C, Sec. 305. The joint board procedure has 
worked successfully in motor carrier regulation and has significantly strengthened 
Federal-State relations in this important area of national concern. 

CONCLUSION 

Your supix)rt of these amendments will give the people of your State and 
region a more effective voice in shaping the destiny of rail passenger trans- 
portation. 

With warm regards and best wishes, I am. 
Sincerely yours, 

FBANCIS PEARSON, Prendettt. 

PROPOSED AMENDME.NT TO SECTION 13A OK INTERSTATE COMMERCE ACT 

The following provision is hereby added to the end of Section 13a of the Inter- 
state Commerce Act (49U.S.C.A., Sec. 13a) : 

"(3) The Commission shall conduct an investigation of any proposed discon- 
tinuance or change of operation or service under subsection (1) of this sec- 
tion, or a  proceeding to consider the prescription  of standards for  rnilroad 

• This (imendment mny be maile by striking the period In line 2.3 of S. 3706 and Inserting 
In lieu thereof the following: "and at all times at least one aiich member shall be a State 
representative selected after consultation with the national organization of the State 
commissions referred to in part II of the Interstate Commerce .\ct.". 

•' State commissioners frequently sit with ICC commissioners for the hearing and con- 
sideration of proceedings pursuant to the ICC-NARUC Cooperative Agreement reported 
In the 1964 NARIIC Annual Convention Proceedings, pages .107-508. .\s an example. State 
commissioners sat with ICC commissioners In Kx Parte 265, 202, 259, and 256 Involving 
applications filed by the railroads for Increased freight rates in the years 1970, 1969, 
1968. and 1967. respectively. 

• The State Joint board amendment mny be made by adding at the end of Title VIII of 
H.B. 17428 or S. 3706 a new provision In the form shown in the attachment to this letter. 
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passenger service, when timely requestetl by a majority i>f the State railroad 
reg^nlutory comniissidns of the States in which such ojieration or service is j»er- 
formed. Within twenty days after the institution of such an investlRation or 
proceeding, whether or not so requested, such State commissions ma.v create a 
Sta'te joint board composefl of one official from each such commission de.siruig 
to have representation im the board: Prnriditl. That any cnmniission having 
repre.sentatlon on the board sliall not ajipear as a party in such investigation or 
proceeding. .Vny member of the State joint l>oard may sit wfth the examiner of 
the Commission and particiitate in the hearing and examination of the evidence 
presented. T'jyon the coiiclusifni of the submission of evidence lu such investiga- 
tion or prweeding, the examiner shall submit a rei)opt and re<-omniended order 
to the State joint Ixiard who shall promptly convene and i.s.sue a decision in 
such investigation or iiroceefling within thirty days after the submission of 
such rei)ort and recommended order, and if no decision of the lionrd Is issued 
within such time its jurisdiction shall be vitiated. Within tlfteen days after 
the deiision of the board, an aggrievetl party may appeal the decision to the 
Commi.ssion for the correction of any legal error therein. A majority of the 
menil)ers of the board shall c<jnKtitute a quoruui. each member shall have one 
vote, and the decision shall be by majority vote. A substitution of meml)ership 
ui>on such boarrd may be made at any time. The provisions of this subsection- 
shall apply notwithstanding and provision of this Act to the contrary." 

/ 

NATIONWL ASSOCIATION- OF RAILROAD PASSENGERS. 
Wanhingion, D.C, June 1,1970. 

Mr. HARr.EY O. STAOGERS, 
Chainnnn, Hoiigv Interstate and Foreign Commerce Committee, 
M'axhinfiton, D.C. 

DEAR MB. ST.\C.GERS : 1 urge your strong supjwrt of Senate Bill 3706 (Ball' 
Passenger Service Act of 1!)70). 

While I do not feel this Bill is adequately funded, it is a desi)erately needed 
first stei> to save, and then up-grade, rail passenger service for commuter and 
trans<-oiitinent:iI service. 

I Ivnow legislators are very busy and overworked these da.vs, and do not get 
hack into tlieir districts as often as they might prefer; and we all .suffer from 
such lack of communication. For were you to get closer to the people, you would 
observe—.is we have—that people are anxious (and many even desiK>rate) tn 
have alternatives to the auto wlilch has cut up our cities, created air pollution, 
and dispossessed nuiny lieople from their homes. However, in .seeking .such al- 
ternatives, tliey find no adequate transit .systems in our major cities, and either 
no commuter service, or commuter service with such jwor connections as to be 
meaningless. 

We have the concern and commitment, and hojw you and your fellow com- 
mittee memliers will have a like commitment and concern and pass this bill on 
to the Hou.se for vote. 

Sincerely, 
Mrs. PAVLIXE KOCH, 
AdvtJiory Board .Member. 

XATIOXAL RAILWAY HISTORICAL SOCIETY. 
I'hiladrlphia, PH.. .June ,5, liHO. 

Hon. SAM TEL X. FRIEDEL, 
Chairninn. iinhrrinnnitter on TranHportiition and .{rronaiities, Hoimc Committrr 

on Inlrr.itatr and Foreign Commrrrr. Washington. D.C 
PKAU MK. CiiAiKMAX : 1 am writing to you as President ()f the National Rail- 

way Historical Societ.v on behalf of our nearly 7.000 members represented in 07 
('hai)ters in some 47 States. The X.R.H.S. is compo.sed of |M»rsons from every 
walk of life—with less than llve-i)ercent actually employed In the railroad 
industry. 

('olle<-tively and individiLilly we have a vital interest in good transportation 
and in continued railway pas.senger service. For this rea.son we supporte<l, •with 
serious reservations, the Rail Passenger Service Act of 1970. We felt that it was 
an important step in the right direction, however, after a careful .study it was 
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fuund to be so deficient in some iniportniit areas tliat it seemed destined to 
failure. 

The projwsed amendments to S. 3706 which were supiiorted in your hearinKH 
by tlie Association of American Railroads and the Southern Railway have been 
carefully reviewed and we feel that if adopted these amendments will enor- 
mously improve the chances for success of the Rail Passenger Service Act of 
1970, as well us going a long way toward providing a fair, equitable and work- 
ing arrougement between the Government and the Railroads. 

We  regard  these  proposals as essential improvements  in the existing Bill 
S. 370(5 and will appreciate It if you will enter uiwu the Record the support of 
the National Railway Historical Society for the amendments supported by the 
Association of American Railroads and the Southern Railway. 

Resiiectfully, 
E. L. PARDEE, President. 

(\Miereupon, at 11:35 a.in., the subcommittee adjourned.) 
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