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SUMMARY OF SURBJECT MATTER

TO: Members of the Committee on Transportation and Infeasiructure
FROM: Staff on the Subcommitiee on Railroads, Pipelines, and Hazardous Materials

SUBJECT: Hearing on “Getting Back on Track: A Review of Amtrak’s Structural
Reorganization”

PURPOSE

On Wednesday, Novernber 28, 2012, at 10:00 a.m. in room 2167 of the Rayburn House
Office Building, the Committee on Transportation and Infrastructure will receive testimony
vegarding the ongoing reorganization of the National Railroad Passenger Corporation {Amtrak).
The Commitice will hear testimony on what prompted the reorganization and what goals are to
be achieved.

BACKGROUND

The Rail Pagsenger Service Act of 1970 (P.L. 91-518) created Amtrak over 40 vears ago,
charging it with the responsibility for providing intercity passenger rail transportation on a basic
route system designated by the Department of Transportation. Congress designed Amtrak to be
operated and managed as a for-profit corporation; however, it is provided federal appropriations
to support its continued services. In fiscal year 2012, Amtrak received $1.418 billion in federal
grants, including $466 million to support operations and $952 million for capital and debt
service. Throughout its 4 1-year history, Amurak has been the subject of many proposals for
reform and revitalization of its structure and mission. It is currently undergoing a structural
reorganization based largely upon its Strategic Plan FY2011-FY2015 (Strategic Plan). The
Strategic Plan finds its roots in a 2005 Government Accountability Office (GAQ) report and in a
2010 report on Amtrak’s Strategic Planning by the Amitrak Inspector General,
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2005 Government Accountability Office Report

In October 2003, the GAO issued a report to the then-Chairman of the Transportation and
Infrastructure Committee Don Young entitled “Amtrak Management: Sysiemic Problems
Reguire Actions to Improve Efficiency, Effectiveness, and Accountability” (2005 GAO Report).
The report was a comprehensive review of Amtrak’s management intended to identify how
Amtrak could better measure and monitor performance, develop and maintain financial controls,
control costs, acquire goods and services, and be held accountable for the results. The report
noted several key themes that emerged from reviewing those issue areas, including the need for
“a strategic plan that includes measurable corporate-wide goals, strategies, and outcomes to
guide the entire organization.” {2005 GAO Report, p.5).

Specifically, GAO found that the lack of a strategic plan left Amtrak with no
comprehensive mission statement; limited corporate~-wide goals; no connection between annual
goals and a corporate-wide mission or goals; and management tools focused on the short-term,
not the fong-term. The report noted that many leading organizations establish “clear hierarchies
for performance goals and measures for each organizational level linking them to overall
corporate goals.” (2005 GAO Report, p.7). Strategic plans provide a foundation for instituting
management initiatives, including organizational realignment; perfonmance planning,
measurement, and reporting; accountability for results; and improvements to the capacity of the
organization to achieve its goals. GAO found that, though Amtrak had some departmental goals,
without a corporate mission, Amtrak could not ensure that its departmental goals supported its
overall corporate performance.

2010 Amtrak Office of Inspector General Report

In August 2010, the Amtrak Inspector General’s Office (IG) released an evaluation report
on Amtrak’s Strategic Planning which looked at the attempts by Amtrak to develop a strategic
plan and compared those planning documents o best practices in strategic planning. The IG
explained that there was no one right way to conduct strategic planning, but identified common
elements that inchuded “an executive commitment, assessment of the internal and external
environment, and defining a vision, goals and strategies to accomplish the organization’s
mission.” {(IG Report, p. 2). Specifically, the IG report set forth key elements for an effective
strategic planning process:

e Mission — clarifies type of business, customers served, purpose of existence, geographic
scope of activities;

® Vision — where the organization wants to be and results sought;

s Goals ~ establish clear, outcome-oriented, time-bound and measurable goals;

e Strategies — identifies what must be done to achieve goals;

e Metrics — indicates results and communicates if strategies have delivered intended
outcomes,

s Programs and Activitics — products and services aligned with the strategies (o support the
goals;

= Leadership and Ownership ~ requires senior executive leadership, focus, and
conunitment to planning;

)
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o  Assessment of Environment — knowing where you are, so you can identify what needs to
change to get where you want to be;

»  Values — beliefs central to the organization’s existence;

e Communication — ensures execution, establishes accountability, and instills the values;

e Resource & Organizational Alignment — organization and its resources must be allocated
based on the prioritized goals.

According to Amtrak officials, the elements identified in the 1G report informed
Amtrak’s Strategic Plan FY2011-FY2015, which in turn is the basis for Amtrak’s structural
reorganization.

Amtrak’s strategic planning process came to fraition in November 2011 when it released
its Strategic Plan FY2011-FY2015. The reorganization process is ongoing and subject to change
as it develops; however, Amtrak expects that the process will be fully implemented by the end of
FY 2013, Amtrak officers have told Committee staff that, even as the reorganization is being put
into place, the company is beginning to see performance and accountability improvements. The
Strategic Plan establishes a corporate-wide vision with five corporate goals to drive performance
across the entire company. Those goals arer (1) safety and security; (2) customer focus; (3)
mobility and connectivity; {(4) environment and energy; and (5) financial and organizational
excellence.

Having established the overarching corporate vision and goals the Strategic Plan sets
forth seven corporate strategies to carry out those goals and inform the reorganization process.
The corporate strategies are:

1. Continue the Safe-2-Safer program and expand its scope;

Integrate operational functions to maximize collaboration, efficiency, and improve

service delivery;

3. Implement best practices related to human capital management to achieve the company’s
goals;

4. Expand the risk-management principles to implement a security program to deter
terrorism and crime;

5. Expedite programs to make Amtrak accessible for all individuals;

6. Use systems and technologies to reduce energy usage and operating expenses; and

7. Establish a business line focus to better respond to the wants, needs, and expectations of
customer segments and improve financial performance.

2
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Amtrak’s reorganization is structured around the establishment of six business lines:

Northeast Corridor Infrastructure and Investrment Development,
Northeast Corridor Operations,

State Supported Services,

Commuter Services,

Long-Distance Services, and

Corporate Asset Development.

Q\}IITBYN!\)H

The business line focus will essentially break the company down into smaller pieces with
each business line being held accountable for price and loss (P&L). Furthermore, each business
line will establish its own strategic plan to meet the corporate goals. Doing so is intended to
create mote transparency for the management process and allows for more efficient decision
making. In tumn, placing one individual in charge of delivering the service should serve the
corporate goals of maintaining a custormer focus and establishing financial and organizational
excellence.

Amtrak has begun to formulate an organizational chart, hire staff, and assign
responsibilities. Under the President, there will be a General Counsel, four Vice Presidents and
five Chiefs. The Vice Presidents will include a VP of Government Affairs; VP of Marketing and
Sales; VP of Northeast Corridor Infrastructure and Investment Development (with responsibility
for that business line); and VP of Operations, which will have oversight of the Commuter
Services, Northeast Corridor Operations, State Supported Services, and Long Distances Services
business lines (see Appendix). The five Chiefs will include a Chiel Financial Officer (with
responsibility for the Commercial Development business line); a Chief Information Officer; a
Chiel Human Capital Officer; Chief of Emergency Management & Corporate Security; and
Chief of Police. Each of these individual vice presidents and chiefs will be held accountable for
achieving the corporate goals as those goals apply to their respective responsibilities. The
reorganization is expected to be fully implemented by 2014,

Recommendations and Improvements from the Inspector General

While the reorganization of Amtrak’s corporate structure has been an ongoing effort
under the current President, the Amtrak IG over the last several years has identified ways to
improve the economy, efficiency, and effectiveness of Amirak’s operations and programs. Many
of the IG’s recommendations on such things ag corporate governance, human capital
management, information technology management, and train operations have complemented and
informed the development of Amtrak’s Strategic Plan and the reorganization itself.

Ultimately, the recommendations of the 1G are intended to help Amtrak achieve its
corporate-wide goal of financial and organizational excellence. The Committee will hear from
the 1G and Amtrak on how those recommendations are being implemented and the extent to
which they are being addressed in the structural reorganization.
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WITNESSES

Mr. Joseph Boardman
President
Amtrak

Mr. Ted Alves
Inspector General
Amtrak Office of Inspector General

Mr. James Stem
National Legislative Director
United Transportation Union - SMART
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Chart 1 - Amtrak’s Draft Organizational Structure

Chart 2 ~ Amtrak’s Draft Organizational Structure under the Vice President of Operations
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GETTING BACK ON TRACK:
A REVIEW OF AMTRAK’S
STRUCTURAL REORGANIZATION

WEDNESDAY, NOVEMBER 28, 2012

HOUSE OF REPRESENTATIVES,

COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE,

WASHINGTON, DC.

The committee met, pursuant to call, at 10:00 a.m., in room
2167, Rayburn House Office Building, Hon. John L. Mica (Chair-
man of the committee) presiding.

Mr. MicA. Good morning. I would like to call this hearing of the
House Transportation and Infrastructure Committee to order. We
are pleased to conduct this full committee hearing on Amtrak, and
the title of today’s hearing is “Getting Back on Track: A Review of
Amtrak’s Structural Reorganization.”

So welcome. We have one panel of witnesses today, and the order
of business will be that I will start with an opening statement, pro-
vide some background, and will yield to Mr. Cummings this morn-
ing, and other Members who wish to be heard, and then we will
turn to our witnesses. We will hear from all of them, then go to
questions. But pleased to welcome, again, everyone this morning.

Now, this is one of a number we have actually held, fourth in a
series of full committee oversight hearings on Amtrak and U.S.
passenger rail policy in the United States. We actually have two
more scheduled. One will be on Thursday, December 6th, and that
will focus on the high-speed and intercity passenger rail grant pro-
gram, and then we will have the final hearing on this important
subject, Thursday, the 13th of December, and that will be on the
Northeast Corridor.

Ironically, yesterday I was back in New York City actually look-
ing at some of the flood and storm damage, and many of the trans-
portation infrastructure facilities were adversely impacted, a huge
amount of damage. I have to say how incredible New York City is,
how resilient its people are, and how well they are coming back.
I think they have got about 95 percent of their transit operations.
Rail was particularly hit. Almost all of the East Side Lower Man-
hattan tunnels flooded, and just think of the massive effort put for-
ward to get those trains running. They probably move about 20
percent of all the passengers in the world in New York City, and
a hit like that was incredible, but I understand Mayor Bloomberg,
who we met with yesterday, will be in town today, and we had dis-
cussions yesterday about FEMA, which our committee oversees,
and also transportation infrastructure that was hurt. That may be
the subject of additional scrutiny by the committee.

o))
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But today, again, we are focused on looking particularly at Am-
trak’s structural organization, and I might also recall that with the
last hearing that we will be doing on the Northeast Corridor, our
very first hearing was on January 27, 2011, when I became chair
of the full committee. We did that in Grand Central Terminal,
where we focused on the future of high-speed rail in the Northeast
Corridor, and our last hearing on December 13th will focus on that
same issue and the progress we have made since that hearing.

It is kind of interesting how you come about choosing topics for
some of these hearings, and I have to reflect a moment. A lot of
people when they go home, maybe they go to bed, maybe they
count sheep or read a novel. I like to tuck copies of different trade
publications at my bedside, and I was reading, it had to be after
August because this is August 2012, Progressive Railroading had
a great article which featured—well, the title is “At Long Last, A
Longer View,” and it focuses primarily on passenger rail service
and Amtrak, and I thought it was quite interesting, particularly
quite interesting because it outlined some of the work that Amtrak
had been doing regarding its reorganization, its structural manage-
ment, and responding to some of the previous studies that called
for more accountability, more responsibility in the way Amtrak is
structured, and that led me to say we really need—the committee
really needed to look at where we are in this whole process and
where we have been.

For just a minute to tell you where we have been, we have had
a GAO study in 2005 that asked for Amtrak to develop a strategic
plan that could clearly link the organization’s management to over-
all corporate goals, and Amtrak is a corporation. I was intrigued
by a comment that Joe Boardman, who is the president and CEO,
made in this article when he pledged in the article, and I take his
quote from the article, “to run this company more as a business
and less as a Government entity.” A quite inspiring goal and some-
thing we have been trying to achieve from this committee. So he
set some of the bar. And again, back to 2005 reviews of Amtrak
have called for improvement again in its organization and manage-
ment strategy.

In 2010, the IG of Amtrak released another report, and as a re-
sult of that 2010 report, in November of 2011, Amtrak released
their 5-year strategic plan with corporate goals and new organiza-
tion structure, you know, targets that they intend to use to create
more transparency and accountability. And that is what we will
focus a great deal on today is where they are in that process, how
they have come along. We will hear from the head of Amtrak, Mr.
Boardman, we will hear from the inspector general, and we will
also hear from a representative of workers and labor and see how
they assess that progress.

The plan, the strategic plan that is now underway, hopefully we
will hear to be fully implemented by next year, we will get an exact
update again from Mr. Boardman and others. The plan that was
devised takes Amtrak and organizes it into six business lines, a
vice president or manager of business, and we will see how that
has come to pass and how that reorganization is proceeding, and
the purpose of that is to establish performance goals that are out-
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lined in the strategic plan so that profits and losses can be ad-
dressed and also accounted for.

In the past, Amtrak managers have not, unfortunately, been held
accountable for what has happened in their departments, and that
is not my evaluation, it is the evaluation of several of these studies.
Also in the past, there have been Amtrak-attempted reorganiza-
tions without clear goals unfortunately. I hope to better understand
Amtrak’s strategic plans, its corporate goals, and specific progress
on its reorganization, and also learn how it will improve perform-
ance, accountability, and cost savings.

I approach this hearing with a very open mind. Amtrak’s stra-
tegic plan is very important. I know it requires a transformative
approach from what they have done in the past. It is not just rear-
ranging the chairs on the deck of the Titanic. We want to make
certain that there is positive progress.

From a fiscal standpoint, and everybody is focused on the fiscal
cliff, and sometimes people give me a hard time for focusing on
Amtrak, but we have this past year, put $1.4 billion into Amtrak
in Government subsidies, almost half a billion in operating sub-
sidies and close to a billion on some of the capital improvements,
and over the years that commitment has remained pretty much the
same, so we do have a responsibility with taxpayer dollars to make
certain that this operation, which is highly subsidized, and we did
do a hearing on that, I guess one of the past four hearings we did.
Maybe they could put that up on the board, is the Cross-Modal
Comparison of Federal Subsidies. Rode Amtrak yesterday, the av-
erage cost of my ticket coming back from New York, Government-
subsidized, the average cost of $46.33.

[The information follows:]
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Fortunately, and I read through the report pretty carefully, Am-
trak has made some progress in Acela so the loss isn’t that great
for Acela, but this is the average ticket subsidy, simply by taking
the 29 million passengers or 28 if it was last year and dividing it
by the underwriting subsidy. Other modes of city buses, 10 cents;
mass transit, 95 cents; aviation, $4.28, and that was highlighted in
a hearing that we—a previous hearing that we did. So we are try-
ing to bring that subsidization for the system down.

Let me say in closing, I went through the inspector general’s re-
port last night, and I do want to hear at least the report that he
is giving, and I am not sure how much of this he will address, but
seven of the nine board members in PRIIA, we had some reorga-
nization of the board of directors, but we now have seven of the
nine board members on board. I also want to know about key per-
sonnel. We talked about hiring vice presidents and managers over
some of these sectors, and that is mentioned in the inspector gen-
eral’s report.

Finally, the comment that the inspector general made that the
company is clearly in the early stages of implementing many of
these restructuring initiatives, and he further said that recent
work shows the sustaining and effectively implementing these ini-
tiatives has the potential to significantly reduce Amtrak’s reliance
on Federal support, and that is the goal of this, it is not just to
beat up Amtrak, although sometimes we do become very harsh crit-
ics when money is lost, or we see lack of progress in some areas,
but our goal is to reduce the Federal reliance on Federal support,
and that is one of the objectives of this hearing in addition to find-
ing the specifics on the progress of their structural organization
and reorganization.

I will introduce our witnesses shortly, but let me yield to Mr.
Cummings, who is serving as ranking member at this point.

Mr. CUMMINGS. Thank you very much, Mr. Chairman, and it is
certainly my pleasure to be here. I want to thank you for calling
this hearing.

Mr. Chairman, quite often our Federal employees are unseen,
unnoticed, unappreciated, and unapplauded. In my capacity as the
ranking member of the Oversight and Government Reform Com-
mittee, I have heard so much criticism of our Federal employees
and Government employees in general, and I want to take a mo-
ment here before I even start to thank Joyce Rose for her 25 years
of public service on behalf of this committee and on behalf of this
side of the aisle, and I know all of us feel this way.

[Applause.]

Mr. CUMMINGS. This is Joyce’s, more than likely her last, it is
her last hearing, and she has always worked fairly with all of our
Members, and with our staff on this side, she has done everything
in her power to make sure that not only that the Congress is
served well, but that the country is served well, and so we hate to
lose her, but we know, as someone said to me, Joyce, and I listened
to this in a sermon by T.D. Jakes not too long ago, he said his son
came to him, his son is a singer, and he was about to go off to col-
lege, and his son said, Daddy, you know, I am not sure this is the
thing for me, you know. Singers may not make a lot of money, it
may not be the right thing for me. And his father went up to him,



6

and he said, Son, if it is not the thing, it is the thing that will lead
you to the thing.

And so this has been, this Transportation Committee has been
a part of your journey, and we hope that it has been one that has
been most meaningful, and we really thank God for allowing your
destiny to lead you to us and for our destiny to lead us to you. And
so we wish you well in your new endeavors as the president, that
is quite a—I mean, you went from staff person to president—of Op-
eration Lifesaver, which has the important mission of educating
the public on grade crossing safety. May God bless you, and thank
you so much for your service.

Mr. MicA. Will the gentleman yield?

Mr. CUMMINGS. Of course.

[Applause.]

Mr. MicA. If the gentleman will yield for just a second.

Mr. CUMMINGS. Of course, Mr. Chairman.

Mr. MicA. Again, there is probably no higher tribute than to
have the other side of the aisle lead with the praise of your service
to the committee, to the Congress, and to the country. Mr.
Cummings and I know that you cannot be successful in our posi-
tion without great staff, and certainly you have worked long and
hard, 12 years for the committee, 25 years in Congress, a quarter
of a century of commitment to public service. I don’t think there
is anyone that deals with the rail or transit issues in the Nation
that doesn’t know of Joyce Rose and her commitment to helping ev-
eryone.

We hadn’t passed a passenger rail reauthorization in 11 years,
I was the ranking member, and Joyce worked with myself, Mr.
Oberstar, and we had great cooperation from both sides of the
aisle, we passed the legislation called PRIIA, Passenger Rail In-
vestment and Improvement Act of 2008, for passenger rail, which
is right now the guideline we go by in the authorization, but if it
wasn’t for her dedication, commitment, and incredible knowledge—
I just think of the knowledge that will be lost when she leaves her
position—we couldn’t have achieved that.

So, Joyce, on behalf of the majority side, which we have had the
privilege to have you working with us, and again, from Mr.
Cummings and the minority side, we are just eternally grateful,
and we are paying a little special tribute to you today, and thanks
again for your service. God bless you.

Ms. RosE. Thank you.

Mr. MicA. Mr. Cummings, thank you for yielding.

Mr. CUMMINGS. So, Mr. Chairman, I thank you for scheduling to-
day’s hearing. Following the release in 2005 by the GAO of a report
entitled Amtrak Management Systemic Problems Require Actions
to Improve Efficiency, Effectiveness, and Accountability, that was
the name of the report, I was asked by then-Ranking Member
Oberstar to serve as the lead Democrat on a special working group
convened by this committee to evaluate that report’s findings and
make recommendations on subsequent action.

Certainly, Amtrak was facing challenges at that time, but among
other observations, the Democratic Members of the working group
noted in our view that Amtrak “faces difficulties in implementing
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long-range strategic plans because of great uncertainty regarding
its Federal funding each year.”

During that era, Amtrak faced repeated proposals to cut or elimi-
nate the Federal funding provided to it. Obviously, that made it
difficult for Amtrak’s leadership to focus solely on operating the
company or on developing long-term goals and performance bench-
marks. We hear a lot in the Congress about uncertainty. So subse-
quently under Chairman Oberstar’s leadership, Congress enacted
the Passenger Rail Investment and Improvement Act, and recom-
mitted to the value of the service Amtrak provides. This commit-
ment was expanded by President Obama and the Congress through
the American Recovery and Reinvestment Act, which provided
funding to begin many of the capital projects that had been tabled
due to years of inadequate Federal funding.

It is clear that the investments we have made in Amtrak are
supported by the traveling public. Fiscal year 2012 Amtrak
achieved the highest ridership levels in its history. That is major
news. Major. More than 31 million passengers took Amtrak in this
fiscal year, and the service appears poised to continue to grow.

Against this record of success, and my colleagues on the other
side of the aisle believe Amtrak needs to get back on track, as the
title of this hearing suggests, it is only because they have once
again been doing all they could do to try to derail the service. In
fact, the Republican Presidential platform called explicitly for Am-
trak’s elimination.

Fortunately, that misguided platform was resoundingly rejected
by the American people, who have instead supported the Presi-
dent’s call to move forward by implementing policies that will ex-
pand investments in our Nation and support our continued eco-
nomic recovery. The assault on Amtrak needs to end so that this
company can stay on track and focus on its core mission of serving
our Nation’s mobility needs as safely, securely, and efficiently as
possible.

I am very encouraged by the actions Mr. Boardman has taken to
develop a strategic plan and to introduce an organizational struc-
ture that supports implementation of that plan and increases ac-
countability at all levels of the organization. I might note that
when the chairman was talking about subsidies, Mr. Boardman, I
don’t think it included Amtrak’s commuter rail passengers. The ac-
tual subsidy is about $5 per passenger.

I would ask that in your opening statement, you address that so
we will be clear on what that subsidy is. I don’t want any confusion
about that because I don’t want people watching this to think that
it is something that it is not.

That said, while we must conduct a thorough oversight over Am-
trak as the overall entities receiving Federal funding, our com-
mittee has now held seven hearings at the full and subcommittee
levels in the 112th Congress on Amtrak, and today, we are con-
vening to examine a strategic plan that has not even been fully im-
plemented. Appropriate oversight does not require micromanage-
ment of all fashions of an entity’s operations. Thus, while I look
forward to the testimony of today’s witnesses, I hope we will use
this hearing to identify ways we can support the continued success
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of Agltrak, enable it to grow to meet the increased passenger de-
mands.

We should also seek ways to support continued implementation
of the reforms Mr. Boardman has proposed, and give him and his
leadership team the space they need to fully implement their plans
rather than require them to return to the Hill every few weeks.

So with that, Mr. Chairman, I yield back and I want to thank
you for yielding.

Mr. MicA. Thank the gentleman. Are there others who—anyone
on this side? Ms. Napolitano?

Mrs. NAPOLITANO. She was first.

Mr. MicA. OK, Ms. Richardson.

Ms. RICHARDSON. First of all, I would like to thank Chairman
Mica and Ranking Members Brown and Cummings for holding this
hearing today which focuses on Amtrak’s structural reorganization.
It is noted that Amtrak has a record of 30.2 million passengers
traveling on Amtrak in full year 2011, and with that, more than
300 daily trains that connect 46 States, including the District of
Columbia and Canada, and additionally operates intercity trains in
partnership with 15 States and contracts with 13 commuter rail
agencies to provide a variety of services.

At times, this committee has been critical on the way Amtrak op-
erates trains across this great country, but if Amtrak were truly as
bad as some of the hearings have suggested, we would have seen
headlines like, “Amtrak Has Record Low Ridership.” In fact, that
is completely the opposite. Instead, Amtrak’s ridership is booming
this year, with 11 consecutive monthly ridership records. In each
month of this current fiscal year, Amtrak has posted the highest
ridership total ever for that particular month, with the final month
of September also expected to be a new record. In addition, in July
was the single best ridership month in the history of Amtrak.

Unfortunately, the recently passed transportation reauthoriza-
tion bill, MAP-21, rail title was noticeably absent in its final form
despite many of our efforts here on this committee. The suggestion
before this committee is that no Federal funds to Amtrak would be
allowed to pursue any legal action in court, a 25 percent cut in
funding, and even more alarming, not having a vision for high-
speed rail network.

These possible legislative actions are detrimental to the transpor-
tation opportunities for all Americans. The alternative to build
more roads, buy more cars, and consume more oil should not be our
only solution. In fact, according to DOT, in comparison, in 1958
through 2012 the United States has invested $1.4 trillion in our
Nation’s highways, $538 billion in aviation, $266 billion in transit,
and yet Amtrak, which was created in 1971, has received a small
fraction of that funding at $41 billion.

When you consider that and compare it to the oil and gas indus-
try, which has received roughly $41 billion in Federal subsidies, or
more than half of those subsidies have been available to the energy
sector. We have spent, to bring that together, we spent more in 1
year with the oil and gas and energy companies in their industry
than we have spent in the entire life of the program of Amtrak.
Clearly there seems to be an imbalance, and it is not one that
should be continued.
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Regarding the vision of high-speed rail, the Amtrak Acela service
is one of those alternatives, and though it may only achieve the
speeds of an average of 83 miles per hour along the NEC, surely
that is significantly better than the long delays and crawling major
interstate systems that we have. This committee should continue
the role, as it always has, to facilitate the development of critical
infrastructure and the continuation of one of America’s greatest as-
sets, and that is passenger rail.

I want to thank all of the witnesses before the committee today,
and I look forward to hearing your testimony about how the reorga-
nization of Amtrak can make it an even greater service to the
American public. With that, I yield back.

Mr. MicA. Thank the gentlelady. Recognize Ms. Napolitano.

Mrs. NAPOLITANO. Thank you, Mr. Chairman, and may I asso-
ciate myself with the remarks from Ms. Richardson, but I espe-
cially want to thank Congresswoman Ranking Member Brown and
Elijah Cummings for bringing this issue along with you.

Amtrak is extremely important to California. We have three of
the top five busiest corridors are in our California area. Two of
them are supported totally by the State, but Pacific Surfliner, 2.8
million, is not. I see that there are some cuts coming through, and
I am going to be looking at that very closely because it has a 2.8
million ridership. All three are State-supported services program,
and as has been stated, the vitality must be supported for the
State-supported services program. Same advice to the States to
work with Amtrak to provide passenger rail service that com-
plements the national network. It is important to all States, espe-
cially California, we are a donor State, because it gives more op-
tions to commuters and many intercity travelers while reducing
highway congestion and pollution. California has been at the fore-
front of reduction of pollution in cars and several other areas, and
we continue to look for ways to be able to get people out of cars
and into public transportation.

The California Transportation Commission, they are voicing their
opinion on—I talked to Transportation Secretary Brian Kelly, Dep-
uty Secretary Brian Annis, and rail division manager Bill Bronte
on how they view Amtrak’s work with California and Caltrans.
They are concerned with the changes to the State-supported serv-
ices program in section 209 of the Passenger Rail Investment and
Improvement Act, the PRIIA, because that forces the State of Cali-
fornia to pay $20 million that are going to be taken out of that
budget for them, operating losses on that Pacific Surfliner. It runs
along the border of my area, which right now is the Alameda Cor-
ridor East that is the train transportation that brings in 40 to 50
percent of the Nation’s goods to the rest of the Nation. We are
watching the reorganization of Amtrak, making sure it doesn’t
hinder any State partnerships. These are critical because they are
the ones who will, in the end, work with the local communities to
ensure that we get more people to utilize it.

We are pleased that the reorg has created an executive level po-
sition of general manager. I look forward to meeting that individual
and working with him. It is a very positive step since the States
provide 50 percent of the revenues to Amtrak. We must have a sen-
ior Amtrak level position to work with States on their programs,
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and this is especially important, section 209 of PRIIA negatively
impacts States, especially in California.

I also wanted to add my 2 cents to Ranking Member Elijah
Cummings’ statement on the employees who run Amtrak. They
have done a beautiful job. I hope they will continue, and we will
continue to work with them to ensure that not only do they provide
good service, but that they also are recognized for the work they
do for our ridership.

So with that, I yield back the balance of my time, and I thank
the chair.

Mr. MicA. Thank the gentlelady. Ms. Johnson?

Ms. JOHNSON OF TEXAS. Thank you very much, Mr. Chairman,
and Ranking Member. My remarks will be very brief. In October
2005, GAO issued a report to then-Chairman Young concerning
Amtrak’s lack of a strategic plan, and the report identified that
without a comprehensive corporate mission, Amtrak’s business
practices were lacking and could not ensure consistent and im-
proved corporate performance.

In August of 2010, the Amtrak Inspector General’s Office re-
leased an evaluation report of Amtrak’s strategic planning and set
forth key elements necessary for an effective strategic planning
process. The IG’s report formed the basis for Amtrak’s November
2011 strategic plan for fiscal year 2011 to 2015. While the reorga-
nization is not yet fully complete, there appears to be significant
performance and accountability improvements, and I look forward
to the testimony. It seems to me that they are doing exactly as we
have desired. Thank you, and I yield back.

Mr. MicA. I thank the gentlelady. Others seek recognition? If
not, what we will do is turn now to our three witnesses and wel-
come them again. Our first witness, and I will recognize him at
this time, is the president and CEO of Amtrak, Mr. Joe Boardman.
Thank you. Welcome, and you are recognized.

TESTIMONY OF JOSEPH H. BOARDMAN, PRESIDENT AND
CHIEF EXECUTIVE OFFICER, AMTRAK; TED ALVES, INSPEC-
TOR GENERAL, AMTRAK OFFICE OF INSPECTOR GENERAL;
AND JAMES A. STEM, JR., NATIONAL LEGISLATIVE DIREC-
TOR OF THE TRANSPORTATION DIVISION, SHEET METAL,
AIR, RAIL, TRANSPORTATION UNION (UNITED TRANSPOR-
TATION UNION)

Mr. BOARDMAN. Thank you, Mr. Chairman, Mr. Cummings,
Members. 1 appreciate being here today, and Joyce, I will be on
your board, so the questions will come from me for the future for
OLI, but I am glad that you are there. You will bring the energy
to a very important problem of safety for railroads, and I appre-
ciate the work that you have done here.

Angela Cotey, who is sitting over in the corner, Mr. Chairman,
who 1s the one who wrote that article, and I have already blamed
her for this hearing this morning. She has already asked me for
another interview, and I understand now no good deed goes
unpunished in this process.

What I would like to really start with and talk about this morn-
ing is that I have been an Amtrak customer as a State Commis-
sioner of Transportation, and even before that, and I was thinking
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about this in my own company. I used Amtrak as the backbone of
what we provided in transportation to the social service agencies
where we had contracts because part of the high cost for social
service agencies was to transport, especially a long distance. For
example, in New York, from the central part of the State to Buffalo
to the Cancer Center, instead of using an ambulance or a very high
cost, we would transfer people to Amtrak at Utica or Rome or Syra-
cuse in some way to get to the Buffalo center. And so Amtrak was,
right to begin with, the answer to part of the reduction in cost sav-
ings that the Federal Government is interested in, and the State
governments are interested in across the country and also contrib-
utes, then, to Amtrak’s revenue as a result of that.

So as a customer, I am focused on customers, and what is it that
a customer really needs to ride Amtrak or any other service for the
future? And so when you look at a transformation of a major cor-
poration, which Amtrak is, you really had to spend a lot more time
in the diagnosis than you did in the execution.

So what you saw for the first year or two was looking at Amtrak
as an organization first, how do they do their jobs and should they
be done differently for the future? And what you found was in a
lot of the past reorganizations a lot of box moving in the organiza-
tions, but not a lot of understanding of what the women and men
at Amtrak really accomplished to deliver the services that we were
really looking for.

So some things were good and some weren’t, but now we have
some results of what we are doing, and we have made some of
these changes on an incremental basis as we have gone along. For
example, we knew that a foundation of this had to be why the heck
didn’t Amtrak have any labor contract agreements for over 8 years,
and why did we have that kind of a culture at Amtrak?

My perspective was that you needed to bring that group of people
together in a very different way for the future. So the reorganiza-
tion began almost immediately in terms of understanding the
strength of this agency was in its men and women, the work that
they did and how they worked with us or with management or not
with management, and you needed a way to get in there, and the
common thread of what a customer wants and what an employer
wants and what an employee wants is safety. And so we went in
under the basis of a Safe-2-Safer program, which was a different
way of looking at safety than the railroad industry had looked at
generally in the past, and the way I have learned about that was
from Federal employees. Those Federal employees were part of the
Federal Railroad Administration, and they saw that the level of
safety got to a certain place and didn’t go any lower. We had to
change the way we were looking at safety. There has been that rec-
ognition, just in the past year by the freight industry as well. It
is different than the structure of today, based on awards for safety,
because what we really need is a behavioral-based safety program,
which is what Amtrak now has in Safe-2-Safer. But it also brought
together people to work in collaboration to resolve problems. You
couldn’t resolve problems in Amtrak without that kind of collabora-
tion with the women and men that did that work.

Amtrak recorded its ninth ridership record in the last 10 years,
and we have actually reduced our operating subsidy. And there is
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a difference in our view of operating subsidy and capital subsidy,
because Amtrak, in its first iteration in 1971, was taking over the
money-losing passenger railroad system from the private freight in-
dustry. It did not include the Northeast Corridor then. It only in-
cluded the long-distance trains across this Nation, and Congress
contemplated, as did the Executive side at that time, that subsidies
would be needed, although they expected that there would be some
way that a profit would be made. The freight railroads were re-
lieved of a great responsibility, but it wasnt until 1976 that you
really got the Northeast Corridor and you had a different structure
at that point in time.

And, Mr. Cummings, to address what you asked early on, when
you really look at operating assistance, we cover 79 percent of our
fare box in the company as a whole, but on the Northeast Corridor,
we cover more than 100 percent of our operating costs. We use part
of that revenue to go back to subsidize the long-distance trains be-
cause we know that the long-distance trains are an integral part
of our network of mobility across this country.

So, in fact, there is not a subsidy to a passenger on the Amtrak
corridor except when you add capital assistance. I understand that
the need for capital assistance is so great on the Northeast Cor-
ridor that that subsidy need will continue for a long time. This was
recently exposed in the storm Sandy, where we lost one of our sub-
stations because we didn’t make the investment, we as a Nation,
as a region didn’t make the investment to make sure that the
water didn’t come into that substation and end the ability for us
to have the full level of service into the Penn Station in New York
City. The tunnel flood gates were so old, and were scheduled to be
addressed as a part of the ARC program and are now scheduled to
be done as part of the Gateway program. That is a discussion that
this body needs to have for the future about how do we make those
investments in infrastructure, and I am hearing that today in
many areas.

So, really, a subsidized operating cost is really about the long-
distance trains, where the business model doesn’t work at the same
level of service that there is along the Northeast Corridor, and the
need to connect that service.

But we had to be careful coming in to reorganize Amtrak. You
had to find out, and whether it was the GAO report or whether it
was the IG report, we followed the IG structure in terms of devel-
oping a strategic plan. There is no question about that. And I think
that Mr. Alves will say that in this process, and when we did that,
we knew other elements of this had to occur as the GAO pointed
out in its metrics.

One of the things that I feel that I brought to this process related
to most of my career, going into failing bus systems and bringing
them back, and delivering a different structure across the country
for passenger transportation. While rail is a little bit different, it
is still very similar in many ways. It is not about the boxes. It is
about understanding what it is that we have to get done and then
making sure that we are able to measure, have goals, that they are
clear, and that we can measure them to see if they are successful.

Broadly, we see that in ridership. Broadly, we see that in reduc-
ing Federal funds. But our goals need to be much more specific so
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that we can hold ourselves accountable and our employees account-
able for what needs to be done to improve service to the customer
because the customer is the major focus of what this company
needs to be all about. It is not about moving trains. It is about
moving people, and that is the foundation, and the people that you
move have to be people that feel that they are fairly dealt with
within the company.

So the foundation of what that is about in our reorganization is
a commitment to the values, the integrity, the spirit of service, the
desire to improve respect, entrepreneurial spirit, humility, knowing
that while we have heroic acts, we don’t have heroes. We need ev-
erybody, woman and man, to deliver what we are really looking for.
It isn’t about the CEOQ, it isn’t about the union leader. It is about
all that work in a collaborative fashion. And then we finally need—
not finally, but perhaps sometimes first of all—forgiveness in the
process. Because what you are looking for are people making deci-
sions, and they have to make them every single day, and some-
times they don’t make the right one, and they need to be forgiven
when they have done it in the best way that they can and then
learn from that for the future, and that is what we look for is that
learning. I don’t have a time clock here in front of me, it is not
working.

Mr. MicA. We gave you double so far.

Mr. BOARDMAN. So I can step back and answer questions for the
future. We do have a strategic plan. We do have an organizational
process. It is different than it was in the past. It is a matrix organi-
zation rather than a siloed organization, and it isn’t complete. In
some ways, as I listened to folks, I said it is never going to be com-
pletely complete because things change.

For example, I am not so sure right this minute that we will hire
a general manager of commuter services, because our commuter
service has gone down. That has been the subject of a previous
hearing. That may not be the best way to deliver that service for
the future. We may rethink that, and that is one position we have
not filled at this time. We have filled the general manager for long-
distance, we have filled the general manager for the Northeast, we
have filled the general manager for State-supported services, and
I will stop, Mr. Chairman.

Mr. MicA. Thank you.

We will get back to you on questions. You have covered a wide
range of what we are interested in hearing about, but we will turn
now to the inspector general, Mr. Alves. You are welcome, and the
inspector general of Amtrak, it is good to have you here and back
again. Thank you.

Mr. ALVES. Thank you, Mr. Chairman. Good morning, Chairman
Mica, Mr. Cummings, and members of the committee. Thank you
for the opportunity to discuss how our reports have supported or
complemented Amtrak’s ongoing efforts to operate more effectively
by focusing on customers and the bottom line. In line with the
hearing’s focus on Amtrak’s ongoing reorganization, my testimony
will center on reports related to improving Amtrak’s operational
and financial performance.

Before I address those reports, I would like to highlight the fact
that our work generally supports ongoing Amtrak improvement ini-
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tiatives. Over the last couple of years both the board of directors
and Amtrak management have been focused on improving Am-
trak’s operational, financial, and customer service performance.

To illustrate, because the board now has seven of the nine mem-
bers authorized by PRIIA, it has been able to reconstitute two im-
portant board committees, the audit and finance committee and the
personnel committee. This has helped the board to provide stronger
oversight of management activities. Similarly, Amtrak manage-
ment has taken key actions, including issuing a strategic plan that
meets best practice guidelines and provides a roadmap to help Am-
trak become more focused on customers and the bottom line. The
reorganization initiative that is the focus of today’s hearing is di-
rectly linked to the strategic plan’s commitment to organize around
lines of business.

Turning to our reports, generally, Amtrak has taken positive ac-
tion on our recommendations. For example, our August 2010 report
found that although Amtrak had made various attempts to develop
a strategic plan, none had been successful. The need for Amtrak to
have a meaningful strategic plan was first identified in a 2005
GAO report. We recommended that Amtrak develop a strategic
plan utilizing a process that incorporates best practices for stra-
tegic planning. Amtrak agreed, and the plan was issued in October
2011.

Amtrak’s board of directors also requested that we review Am-
trak’s risk management processes. Our March 2012 report showed
that Amtrak did not have a systematic, enterprisewide framework
for identifying, analyzing, and managing risks. The board chairman
and the president and CEO responded that once they understood
the commitment required, they would provide guidance to manage-
ment about Amtrak’s plans to implement a risk management
framework. We have discussed our views on the way forward with
the board and understand that the board is in the process of deter-
mining how it will address this issue.

Starting in 2009, we issued a series of reports on human capital
management. Our July 2011 report found that only limited
progress had been made in implementing our prior recommenda-
tions. In response, Mr. Boardman agreed to make improved human
capital management a priority. Since then, Amtrak hired a new
chief human capital officer, and he has developed and is imple-
menting an action plan to address our recommendations.

We also issued two reports on Amtrak’s food and beverage pro-
gram. In September 2012, we reported that food and beverage ac-
tivities were being carried out by two departments, and their ac-
tivities were not well coordinated. Management agreed to consoli-
date the two, and did so on October 1, 2012.

Since 1995, we have issued a series of reports identifying more
than $83 million in overpayments on inaccurate invoices from host
railroads. Amtrak agreed to improve its invoice review process and
has done so. In addition, this year Amtrak recovered over $20 mil-
lion of overpayments we had previously identified.

In conclusion, the company is focused on operating more like a
profit-making business. It is in the early stages of implementing
many of these improvement initiatives, and we believe that sus-
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taining these initiatives over the long term and effectively imple-
menting them will be the key to success.

Mr. Chairman, this concludes my testimony, and I would be glad
to answer any questions that you or other members of the com-
mittee may have.

Mr. MicA. Thank you, and we will hold questions.

We are going to now recognize Mr. James Stem, and he rep-
resents the United Transportation Union’s workers, and we are
very pleased to have him back and also look forward to his testi-
mony. You are welcome and recognized, Mr. Stem.

Mr. STEM. Thank you, Mr. Chairman and Ranking Member
Cummings. We appreciate the opportunity to testify. There are
about 19,000 Amtrak workers, and I, today, am bringing you their
message. UTU represents about 3300 career professional Amtrak
employees. I would also like to revise my remarks by adding the
fact that I had the personal opportunity to work in rail passenger
service for a railroad during the 5 years preceding the creation of
Amtrak. I witnessed firsthand the decline of the equipment, the
services that were there, the attempts by the railroads to get out
of that business because liability was a major concern, and it was
a money-losing prospect. I also had the opportunity to work on Am-
trak trains during the next 10 years following the creation of Am-
trak, and was embarrassed at the shape of the equipment that Am-
trak inherited when they first started this process. So Mr.
Boardman clearly identified this has been a major issue.

I would like to continue my remarks by pointing out that labor
doesn’t have expertise in business organizations. Our members are
normally on the other end of that. Our interaction with Amtrak
has been very positive in the creation of that plan. We have had
no complaints from the field about Amtrak’s reorganization, and we
support this effort and commend Amtrak in modernizing their op-
erations. We also commend Amtrak for applying modern technology
in managing the resources that Amtrak has and their personnel.

Now that Amtrak is not operating from day to day in a survival
mode with constant threats to its very existence, we are confident
this well-planned organization will focus Amtrak’s assets and work-
ers in areas where the best improvements in service will happen.

Our Amtrak members are a part of the transportation team who
operate trains, moving passengers to their destinations safely and
on time. This activity requires simultaneous coordination with
every aspect of the operation from mechanical inspections and re-
pairs to maintenance and repairs to tracks and signals, to the posi-
tioning and cleaning of the equipment and dispatching of intercity
and commuter trains to multiple destinations in many directions.

Making changes in one area of operations is not a simple issue
because it also requires changes in other areas to ensure con-
tinuity. Eliminating and consolidating layers of management re-
sponsibility in this organization plan, in our view, is a very produc-
tive move. We are encouraged that Amtrak made reductions in
management last year, and their new reorganization plan proposes
to reassign even more management positions. Amtrak should earn
the support of Congress for this upgrade in their organizational
structure. Amtrak operates with safety and customer service woven
together as top priorities. Our operating crews fully understand
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that safety comes first, and on-time performance is the goal. This
upgrade of operations furthers these priorities and positions Am-
trak to meet the demand for significant increases in rail passenger
service. Amtrak operating crews are among the most productive
workers in this system. Every Amtrak employee should be placed
in a productive position that supports the needs of customer service
and the managed growth of our operations. Our members are ready
and eager to work. Congress asked Amtrak to share a plan on how
to improve services and reduce the travel times between our major
population centers. The next generation plan provides a roadmap
for that improvement and identified the funding requirements.

Amtrak’s ridership set a record last year, as Mr. Cummings and
Mr. Boardman indicated, and with an aging population, higher gas-
oline prices, and the total instability of fuel resources, highway and
aviation congestion, millions of more travelers will choose to ride
the train if the service is available and dependable.

Amtrak workers are prepared and well trained to provide serv-
ices to our customers, but for us to succeed, Congress must provide
Amtrak with consistent and predictable multiyear funding for mod-
ernization and capacity upgrades. Beyond reorganization, what
Amtrak really needs is dramatic increases in capital investments.
Amtrak’s next generation plan for the Northeast Corridor is out-
standing. It will cut the transit time in half between Washington
and New York as well as between New York and Boston. Capital
spending to increase speeds and upgrade Amtrak’s infrastructure is
the ticket to transporting Americans in a cost-effective and energy
efficient manner.

We in labor are Amtrak’s partners. We urge this committee to
allow Amtrak the latitude to reorganize if they so see the need, but
more importantly to authorize substantial amounts of additional
funds for Amtrak’s capital needs.

Amtrak also plays a central role in financing our railroad retire-
ment system, which is a self-funded pension that this committee in
2000 and 2001 reformed. Changes in the Federal treatment of Am-
trak, such as significant funding cuts or passenger rail privatiza-
tion, could jeopardize the solvency of our railroad retirement sys-
tem that affects 270,000 career railroad employees around the
country. Americans want a national intercity rail passenger net-
work, and Amtrak is uniquely able to fill that need. Highways and
commercial aviation will not alone meet the Nation’s future pas-
senger transportation needs.

The coordination of air and rail passenger services should be
mandated to free more air slots and provide timely rail services for
shorter travel distances in 300-mile ranges. A modern, efficient,
intercity rail passenger system is a necessary part of a balanced
transportation system. Congress should recognize that intercity rail
passenger service requires public subsidies, just as our airline and
bus partners also. Many airline executives are on record today sup-
porting the coordination of air and rail services to increase the ca-
pacity of our existing airports.

I also want to make sure this committee is aware of our full sup-
port for the expansion of our freight rail capacity as well. Amtrak
and our freight railroads work together as partners. Both have ca-
pacity needs that can be mutual goals. We support the expansion
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of Amtrak’s services and understand that this expansion also must
address the capacity needs of our freight rail partners. I will be
happy to answer any questions.

Mr. Mica. Well, thank you, and thank you for your testimony.
We share your commitment to making certain that Amtrak employ-
ees, particularly those long-serving, are treated fairly as we move
forward, and also that we meet our obligations as far as their com-
mitments, retirement, pension benefits and other items. I think we
have always advocated that. Thank you for your leadership on
issues, Mr. Stem.

Representing labor, I think Mr. Boardman had said that it was
8 years that Amtrak did not have a labor agreement in place. Is
that correct? And I think you will recall at the time that I felt that
that was uncalled for. But that was the case, wasn’t it?

Mr. BOARDMAN. Yes, sir, that was the case.

Mr. MicA. And I didn’t find that case with their brothers and sis-
ters, union members in the freight systems, and that is why I
thought Government-supported service, such as Amtrak, should be
held to a higher standard, and I think also the unions actually had
to go to court to get relief. But that is not the way to run a railroad
or a passenger rail system. So I think history in that regard speaks
for itself.

Mr. Boardman, when did you submit the 5-year strategic plan?

Mr. BOARDMAN. It was approved in, I think, October of 2011.

Mr. MicA. OK. Well, I point out that now I have the greatest re-
spect for the opinion of the ranking member. Sometimes the other
side accuses me of micromanaging. I don’t consider my role as
micromanaging when in 2005 GAO said they should have a stra-
tegic plan. In 2010 the IG also, Mr. Alves, didn’t you also say they
should have a strategic plan and there wasn’t one? Is that correct?

Mr. ALVES. Yes.

Mr. MicA. It was. And then for the record, in 2011, I think I be-
came chairman that year, Mr. Boardman did come forward with a
strategic plan in I have November, you said October, but that was
correct. So sometimes that role is one of oversight, also one of prod-
ding, also one of making sure that what should be in place—I come
from a business background. If this is a corporation which is sub-
sidized heavily by public support, the very least they can do is have
a business plan, and that plan should be flexible.

Let’s take the inspector general’s report and look at again the
implementation of a strategic plan. Let me preface my remarks by
saying that there is no one who is a stronger supporter of pas-
senger rail service in the United States than this guy right here.
It is cost-effective. I am a fiscal conservative. You can move more
people for less. As far as the environment, energy, it is absolute
winner. But we have to do it with the least amount of subsidy. And
god forbid there should be a profit in some of these operations, but
we could actually I think achieve that if we worked together on it.

So let’s take the report together. First of all, the board of direc-
tors, in PRIIA we had organizational problems from the very top,
the board. I was very pleased preceding this hearing, and I asked
the question before, we went to a nine-member board and seven
members of the board had been appointed. Two Democrat ap-
pointees were lacking. Yesterday, I am told, was it yesterday the
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White House submitted these two nominees and I am pleased to
see that, and I hope the Senate acts with due speed and everyone
helps get the full complement of the board in place. Sometimes it
takes a hearing to get action, whether it is implementation of a
strategic plan or highlighting that the board should be filled. And
maybe they did that of their own volition, but I am very pleased
that it was done.

All right, let’s look at the key folks in place, and you divide it
into six divisions. I am very pleased to hear what you said about
possibly not going forward with some of the commuter activities in
the organization plan, at least from hiring additional personnel in
that area.

We also find that, talking about ridership, Mr. Boardman, the
highest percentage of increase in ridership is in State-supported
routes, is that correct?

Mr. BOARDMAN. Yes.

Mr. MicA. OK. And next year, according to PRIIA—it is next
year, isn’t it, Joyce—that the States will now have to step up to
the plate and pay full support. That is correct, Mr. Boardman?

Mr. BoARDMAN. Under section 209, yes.

Mr. MicA. Yes. Under 209, right. And that actually will help your
bottom line pretty dramatically. It is about $100 million a year,
some of the calculations in that range, is that correct?

Mr. BoARDMAN. I think, yes, that is within the range. I think it
might be a little different than that, but yes.

Mr. MicA. I notice Mr. Joe McHugh sits behind you with a
smiley face, was quoted in this article to say it is important to help
States make the case for Amtrak so legislatures will invest in that.
And that is one reason we want to hold your feet to the fire, to
make your passenger rail service and the cooperative effort with
the States attractive, and looking forward to working with you. But
again we have a change in that activity and we will have to see
how that evolved.

The other positions, are they all full, the vice president and man-
agers, Mr. Boardman?

Mr. BOARDMAN. General managers; one of them is a vice presi-
dent, that is the Northeast Corridor infrastructure and develop-
ment, Stephen Gardner.

Mr. MicA. Yes, and he will be in here I think when we do the
Northeast Corridor. We want to hear his report.

Mr. BOARDMAN. I don’t know whether I will send him or not.

Mr. MicA. I would love to have him.

Mr. BOARDMAN. I understand that, Mr. Chairman.

Mr. MicA. We will just subpoena him as a last act.

Mr. BOARDMAN. I have to control everything he says, Mr. Chair-
man. No, I am kidding. And I have to now wipe the smile off Joe
McHugh’s face, is that what I need to do here?

Mr. MicA. He didn’t have a smile.

Mr. BoArRDMAN. OK. But we have moved forward I think in the
business lines. But the other piece of this, which had I not been
so long-winded on other parts of what I said earlier, is really the
matrix part of this. And we have a structure of chiefs—chief me-
chanical officer, chief engineer, chief safety officer—and they set
the standards and the budgets necessary for the business line
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chiefs to carry out. In that way, you have not just a customer focus,
but also a bottom line focus, and there is the expertise that is there
necessary for us to make improvements in mechanical maintenance
and improvements in safety and improvements in all the things
that are needed to support these general managers to get their jobs
done. Some of them are filled. Some of them are posted and they
will also be finished off in this organization.

Mr. Mica. OK. Again, I look at the areas where we are losing
money, or you will be losing—you may be losing some opportunities
in providing some service and State-supported service.

Another area that the inspector general highlighted and has been
of interest to the committee, we did a hearing on it, is the food
service, and you have addressed some changes in that and improv-
ing some of the controls.

What was the recommendation, Mr. Alves, I can’t find it here in
the report, was it a consolidation of the two activities overseeing
food service?

Mr. ALVES. Yes, part of the food service was provided or overseen
in the Transportation Department, which is part of the Operations
Department. The commissary and food delivery function was over-
seen in the marketing department. And what we found was that
they weren’t coordinating fully.

Mr. Mica. Has that been implemented, that recommendation,
Mr. Boardman?

Mr. BOARDMAN. Yes.

Mr. MicA. OK. And, you know, again, I am not micromanaging,
but if you are losing $79 million on food service with a captive au-
dience 3 years ago, and that increases to $84.5 million this past
year, you have a problem. Now, yesterday I did not order anything
on Amtrak so I saved the taxpayers money as far as buying—pur-
chasing food. But it is a problem. We want in the structural reorga-
nization or organization the recommendations if they make sense
and they can be effective that are recommended by the inspector
general implemented. So it appears that that is being addressed.

Finally, let me address again a part of the report. It is talking
about again Acela and some of the Amtrak services. It says, in con-
trast, availability and reliability remain the same or declined
slightly for the remainder of Amtrak’s equipment. Compared with
Acela’s train set availability, there is an improvement of 14 per-
cent. The availability of the rest of Amtrak’s equipment has stayed
roughly the same compared with Acela’s reliability improvement of
11 percent, and the rest of Amtrak’s equipment is on average less
reliable than before.

That is a concern. Mr. Boardman

Mr. BOARDMAN. Yes, I can address that. We agree that it is get-
ting older and therefore it is becoming more unreliable now in
some ways. We have ordered new electric locomotives on the North-
east Corridor to make substantial improvement.

Reliability-centered maintenance we think is an excellent way to
go. It is something that has helped us a lot with the Acela fleet.
That is our premium service and certainly we want to maximize its
use.

If we use the same plan with the rest of the company right now
in the same way, we would probably be talking 600 to 700 more
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employees. And so we don’t see the balance yet that we need to in-
crease the revenues necessary to pay for that, compared to where
we are right now with the reliability. We really looked at that pre-
mium service differently because the fares were so much higher in
that process.

Mr. MicA. OK. I didn’t mention this before, but out of the report,
just for the record, Amtrak’s food and beverage service has in-
curred a direct operating loss of over $526 million in the last 6
years. A half a billion is not chump change, and just want that in
the record.

Mr. BOARDMAN. I think we had it in the last record, but, yes, I
understand.

Mr. MicA. Finally, also as recommended, and this is also from
the report, the vice president of operations has agreed that Amtrak
will develop a 5-year plan for reducing its direct operating losses.

Mr. Boardman, can you shed some light on that?

Mr. BOARDMAN. Well, it goes back to the entire structure of what
we are trying to do in terms of accountability. And one of the issues
at Amtrak early on was the lack of accountability and lack of even
understanding of what a budget was and the management of a
budget that people had available to them.

And so a lot of the strategic plan comes out in how are you going
to measure the metrics and what are your goals. How do you get
organizational excellence and what are you looking for in terms of
financial excellence, in terms of maximizing revenue, optimizing
our operating ratio, doing the normal business things that we need
to get done, and holding each one of those folks accountable to a
performance measurement system personally in their operation to
get that done? So that is really the structure that the VP for oper-
ations and the whole company will begin to really do.

We saw early on, and I compliment Ted for recommending the
commissary, but that was something we saw that we needed to
change quite early. The problem is you have to operate the railroad
while you are making these changes, so you have to be prepared
to make the change in a way that makes sense and you have to
have it tied in together to the rest of the structure. So we did that.
And I think Ted and I talked about that early on, those kinds of
things need to happen. We are still doing that as we are finding
ways to make those improvements.

Mr. MicA. Thank you. For the record, General, will note that
Amtrak is now taking all credit cards, at least on the Acela train
that I was on, which is something you had recommended. We
hadn’t gotten implemented, but Mr. Boardman has made progress
on that. And also they advise you to get a receipt from the cafe too.
So you are making good progress.

Let me yield on that tone to Mr. Cummings.

Mr. CuMMINGS. Thank you very much, Mr. Chairman.

To Mr. Boardman, I want you to be real clear, and I know you
are, but I want to make it real clear that on both sides of the aisle
we want effectiveness and efficiency. And it does no one any good,
including the employees, if we are not zeroing in on effectiveness
and efficiency. And I assume from your comments that that is what
you have been trying to do.
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But let me just go to this area, and I want you to listen to me
very carefully, Mr. Inspector General, on this issue, because you
raised it.

When you tell me that in a year you were able to recover over
$20 million in overpayments, I got to tell you that sends all kinds
of whistles going on in my head. The first question is, why do we
have the overpayments?

The second question is, you know, when you are talking about
strategic plan and organization, there must be somebody who is re-
sponsible for making those overpayments, in other words, some-
body in charge. And what have we done to address that? How
much is still out there? Because I can tell you what happens up
here is that if somebody has got something against you, they will
take stuff like that and do some damage, and rightfully so. I mean,
it is like setting yourself up.

So help me with this. Talk about these overpayments and talk
about—I mean, does the strategic plan say we project that we may
have X amount of overpayments.

And you are talking about measurements, Mr. Boardman. Does
the strategic plan then say we will recover X? Because that means
that somebody has got some money that they are not supposed to
have, and that is money that we could be using to address our
issues here. Go ahead.

Mr. ALVES. Thank you. I would like to provide some background
on this issue. It had been a longstanding issue within Amtrak
going back to when Amtrak was formed. This unit which paid the
invoices from host railroads for Amtrak operating over their track,
there really was no billing review process. For years the company
relied on the inspector general to come in after the fact, years after
the fact, and reconstruct the payments and identify overpayments.

I think in 2008 or so we recommended that as a basic business
process that the company should have to review a bill before they
pay it. The company agreed and they worked aggressively and hard
to implement an improved billing review process.

The second issue that we had is that the billing review was in
the same group that was structuring the agreements with the host
railroads and we thought that was too close and there needed to
be a separation of duties. So we also recommended that that billing
review process be separated from the group that is negotiating and
W0ﬂl{ing with the host railroads. The company agreed to that as
well.

It took a couple of years probably, and these things do take time,
for the company to put that structure in place, develop processes
and policies and work guides. But at this point the function is in
existence and the group is reviewing railroad bills as they come in
and before they are paid. So we think that the problem——

Mr. CUMMINGS. So are you saying that you think we have
stopped the hemorrhaging

Mr. ALVES. Yes.

Mr. CUMMINGS [continuing]. And now we need to sort of go back-
Wardg and see what we may have lost. I mean, is that a fair state-
ment?

Mr. ALVES. What we are doing is we are finishing up the last of
our railroad billing review audits. We have covered most of the
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large amounts of money that are out there, and I think about the
end of the year we will issue the final audit reports, and at that
point we are going to turn everything over to the company. I am
not sure that it is cost-effective at this point to go back, you know,
5 or 10 years and try and recover small amounts of money. So we
think that we are covering the bulk of the money in our audit re-
ports and the company can move forward productively from here.

Mr. CUMMINGS. Just one quick thing to you, Mr. Boardman. I
just want you to talk about, you made a big deal, you spent a lot
of your time talking about safety, and, you know, you talk about—
and I want to know what you mean by that. You were saying that
when you went and you tried to do your review you figured out
that the thing was safety and you kept saying safety. What does
that mean?

Mr. BoARDMAN. Well, it means that the system itself, if you don’t
have a safe transportation system, whether it is a bus system,
aviation system, rail system, you won’t have customers, because
they won’t trust the ability to get on the train and be safe, that
%ou are not going to have accidents, that you are not going to

ave

Mr. CumMMINGS. This is what I want, what you are saying right
now. This is what I want to hear right now. Come on.

Mr. BoARDMAN. That you have well-trained employees; that they
know what to do in an emergency; that we are capable of handling
our passengers in a very safe, efficient manner.

Mr. CUMMINGS. And passengers were worried about that, is that
what you were saying?

Mr. BOARDMAN. They could be, if we began to have those kinds
of problems, and there are those areas and pockets where that ex-
isted, but it was also among employees. So it is not just the pas-
senger, it is also the employees.

Mr. CUMMINGS. Thank you, Mr. Chairman.

Mr. HANNA. [presiding.] Anyone else have any questions? Go
ahead, Mr. Bucshon.

Dr. BucsHON. Thank you.

Mr. Boardman, I am going to ask a fundamental question. Can
a passenger rail line in this country be profitable?

Mr. BOARDMAN. Our Northeast Corridor is profitable, the way we
operate it, in terms of the operating costs itself.

Dr. BUucsHON. And now as a Nation, across the country, if you
add on the rest of what Amtrak does across the country, I mean,
is it possible to be profitable in your view?

Mr. BOARDMAN. No, not without a policy decision by Congress,
which is lacking here.

Dr. BucsHON. What decision would that be?

Mr. BOARDMAN. Whether the Congress believes whether a basic
transportation network in this Nation is necessary. They decided
that in 1971

Dr. BUCSHON. Right.

Mr. BOARDMAN [continuing]. And they have decided it several
other times. But there needs to be a decision, just like there is a
decision every day that we are going to invest in a highway system
or an aviation system. For example, you have 50,000 employees of
DOT that are focused on aviation and there is only 60,000 people
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in DOT. So Congress has a lot to decide about what it wants in
passenger rail across the Nation.

Dr. BUCSHON. So basically, though, passenger rail on its own
without Government subsidization, it is not possible to be profit-
able.

Mr. BOARDMAN. Even the curbside buses, which are made a lot
of today, without the subsidization of being able to pick up on the
curb and not sustain all the overhead costs, not having to pay for
the capital and the highways, could not be profitable. However,
they are now, and fortunately here in Washington we have moved
them into the terminal.

So the answer is yes, there is no mode of passenger transpor-
tation, including aviation, that can be profitable only from the
fares.

Dr. BucsHON. Yes, that makes sense to me.

Mr. Alves, you made a comment that said Amtrak needs to be
run, and I think this is basically what you said, more like a profit-
able business. I mean, Amtrak was set up 40 years ago to be a
profitable business, so it has taken us 40 years. What did you
mean by that, for example, running more like a business and less
like a Government agency? Are there specific things that need to
be done? I mean, I know you have got the strategic plan and I un-
derstand that, but when people always say that, they say that all
the time, we need to run Government more like a business or Gov-
ernment needs to run more like a business. I mean, that is a state-
ment that can be made, but it seems like there is a lot of smart
people that are working on this issue and it has taken 40 years and
we are still arguing over the same points.

Mr. ALVES. It has taken a long time. And Amtrak actually is a
business. It is not a Government agency and does not, I don’t
think, operate as a Government agency. It operates as a business.
I think the focus here

Dr. BucsHON. In that respect, it does. But it operates like a Gov-
ernment, because when we lose money, that doesn’t matter.

Mr. ALVES. Amtrak relies on the Government for

Dr. BucsHON. That just gets paid off by Congress, right?

Mr. ALVES. Amtrak relies on the Government for its existence
and survival from the subsidy, both operating and capital subsidy.
I think what is different now is that there is a focus within the
company at the leadership levels, the board of directors and Joe
Boardman, on making the company operate as efficiently as it can
and focus on the customer.

This idea of delineating different customers and moving to lines
of business and developing accountability mechanisms is really fo-
cused on the bottom line. And I think that is what has been signifi-
cantly missing in the past. The past focus was on running the
trains. We can run the trains, but can we do it as efficiently as we
possibly can? I think that the new focus is driven by the strategic
plan, and it is driven by the whole concept of organizing around
lines of business and holding people accountable for achieving a
goal, and that goal is in the future going to be much more focused
on the bottom line and financial performance. That is my sense of
what is happening in Amtrak.
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Dr. BucsHON. Thank you for that. I guess my sense is that from
a congressional standpoint that there should be some financial
pressures on Amtrak from Congress. Otherwise, we would never
have any of the things that you are all trying to do to streamline
the operation. I mean, I think the impression that we should al-
ways open-endedly fund things or increase funding to this agency
or that agency or subsidize this organization or that organization
without some degree of financial pressure for efficiency, safety and
other things, is something I think that we need to avoid.

So obviously Congress wants to make sure you have the amount
of money that you need to run your organization, but also there
needs to be some financial pressure on an organization to be more
efficient, and it sounds like what you are doing is just hopefully
going to be very successful.

Thank you. I yield back.

Mr. HANNA. The gentleman yields back.

Ms. Norton.

Ms. NORTON. Thank you very much, Mr. Chairman.

This is a question for Mr. Alves and for Mr. Boardman.

Mr. Alves, in your inspector general’s report, there is a troubling
section on human capital management in which you have found,
and I am quoting you now, “only limited progress” in implementing
your recommendations, your human capital recommendations. And
the most troubling sentence is the one that says, “In addition, Am-
trak was increasingly at risk of encountering skills shortages as
highly experienced long-time employees retire.”

First I want to know where the gaps are when we are talking
about safety and risk, and then I really have to ask Mr. Boardman,
what is so difficult about creating training programs perhaps for
employees that are already at Amtrak so that people who are al-
ready trained could train to the next level and replace those who
are retiring.

I need to know more about the skills shortage risk, how serious
it is and what can be done about it. And I might say in the short
term as people experience—as there is some downsizing, for exam-
ple, from the Congress, you may find more people retiring. Could
I have a response on that?

Mr. ALVES. Yes. What we found was that Amtrak human capital
management was very focused on transaction type things—making
the payroll this month, processing the payroll, adjusting people’s
job description—and wasn’t really looking at strategic issues.

Human capital practices have evolved over the last 20 years.
Human capital management is now considered a strategic issue
that drives performance in the company. We issued a report, and
it didn’t get a lot of traction in the company, we did a followup, and
Mr. Boardman reacted positively and made it a priority.

The idea of losing skilled people is fairly common. It is a concern
now throughout the country that older employees are retiring. You
have to have new people coming in. They have to be the right peo-
ple, they have to be trained and developed, and they have to be
properly rewarded. And there wasn’t a strategic focus on those
issues at Amtrak.

Since Mr. Boardman made that a priority, Amtrak now has a
new human capital officer. And one thing that Mr. Boardman di-
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rected him to do was that within 3 months he wanted a plan to
address those strategic issues. That plan was delivered. There has
been a lot of work on it, and we meet periodically and get briefed
on the progress and I think things are underway to correct those
deficiencies. And I will let Joe talk to the details.

Mr. BOARDMAN. It is really not all that hard. The problem is ev-
erything is a priority. It is a priority to resolve union issues and
have labor contracts. It is a priority to have internal controls. It is
a priority to replace equipment. We didn’t have a fleet plan in place
until now.

Ms. NORTON. Let me stop you for a second, Mr. Boardman. Yours
is a labor-centric business.

Mr. BOARDMAN. Yes, ma’am.

Ms. NORTON. No matter how you look at it. And we are not talk-
ing necessarily about, surely to some extent, but brand new people
who would have to be trained. You have got people. There is surely
a job ladder in your business.

And my question is very specific, and that is about training, as
mentioned in the report, training, much of which would probably
have been done on the job anyway if you are dealing with your own
employees who want to move up. Why aren’t there such training
programs in place or are such training programs planned before
you have a wholesale exodus of trained employees from Amtrak?

Mr. BOARDMAN. We are training. We are training now. A lot of
what you have read is old news, and I think that the inspector gen-
eral was relating to that. We have got a major change in how we
manage human capital, and we have a regular training program
that improves operating services. I think a lot of the

Ms. NORTON. Including training people to move into spots that
will be vacated by retirement?

b Mr. BOARDMAN. Well, they are not all in place yet, and they will
e.

Ms. NORTON. I just want to know the plan.

Mr. BOARDMAN. Yes.

Ms. NORTON. So that would be training, much of it for people
who are already on the job who might move up?

Mr. BOARDMAN. Some of them will be trained. There will be suc-
cession plans for folks. We are in the middle of that now. That is
part of this process. This is very early to have a hearing on what
we have tried to accomplish in our strategic plan that we are mov-
ing forward with.

Ms. NORTON. Mr. Boardman, just might I suggest that, and espe-
cially in light of my next question, because you could see retire-
ments the likes of which you haven’t planned for.

Mr. BOARDMAN. One of them could be mine. But I understand.

Ms. NORTON. I certainly didn’t mean you.

Mr. BoArRDMAN. Well, I am going to be 65 next month.

Ms. NORTON. Oh, do you have to leave at 65?

Mr. BOARDMAN. No, I am just saying.

Ms. NORTON. You better start succession planning right away.

But in light of the fact that your business cannot proceed without
trained people without putting those of us who board your trains
at risk, as you listed your priorities, I can only ask, and we realize
we are important, given the fact that you already have a very well
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trained workforce, you do not have the kinds of accidents and the
like that grab the headlines every other day, we would like to keep
it that way and even improve it. So I am only asking that training,
particularly of people who are on board, because that is already a
trained workforce, proceed.

I do have to ask about your reorganization when you are taking
your line businesses, and I understand the transparency there and
I think it is good business practice. But Amtrak received about $1.5
billion, roughly speaking, in Federal funds, and about half a mil-
lion of that was even for operations.

Now, the Budget Control Act, or the 2013 budget, I asked staff
to get me the number, has a $116 million cut in it and it could be
worse. If we don’t go over the cliff, and I have to assume we are
not insane and that we are not going over the cliff, there could be
even deeper cuts as we sit and try to reconcile the differences
among us.

Does this cut then imperil any of your plans and does your stra-
tegic plan take into account that you are likely to see cuts rather
than increases over the next several years?

Mr. BOARDMAN. Well, yes, it does, in part at least. We are mak-
ing improvements in efficiency by using new technologies. We have
had an ability to have a voluntary retirement program. We have
had some RIFs, reduction in force in certain areas in the company
and tried to place them other places.

Ms. NORTON. I hope those voluntary retirements do not mean
you shed the very skilled parts of your workforce

Mr. BOARDMAN. Most of them, they were all in the nonagreement
areas, so they were not the labor force agreement force. They were
all in the management area. There are about 3,000 employees that
are outside the union construct here. So, in many ways, it wasn’t
just moving, for example, the commissary over to the operating side
of things to make it more efficient, it was also looking at what is
it that Marketing is really doing. They are doing their work the
same way now as they used to, for example with travel agents,
which has changed substantially from what it was in the past.
Those kinds of things we are looking at as well. So, yes, in part
the kinds of changes that we are making in the strategic plan do
help in that area.

Ms. NORTON. Mr. Chairman, if you could indulge me for one
short question here.

You know, Mr. Boardman, that I have been particularly com-
plimentary of your plan, not your strategic plan, your plan to bring
high-speed rail, to redo Union Station. It is a very ambitious, very
21st-century plan. Does the strategic plan take into account Am-
trak’s overhaul of Union Station and of its operations in the long
run for high-speed rail?

Mr. BoARDMAN. Well, yes, it does, and the way that it does that
is in the infrastructure and investment development business line
that we have been talking about, the one that Stephen Gardner is
the vice president of. Because what we really looked at and asked
is, what is one of the most important assets in the United States?
And that is the Northeast Corridor, from Boston to Washington,
and Virginia I think would like to move it right on to Richmond
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and south. In the structure that we are dealing with, it has real
estate potential, it has high-speed rail potential.

It supports 40 million people within 40 miles of that corridor,
and we need to change how it is done. If you look at Union Station
today, and I know you know it well, you see many vendors that are
there providing services with spaces that all used to be dedicated
to passengers. We need to recreate the space for passengers, be-
cause they are coming, and this high-speed rail will be coming.
Whether I and my team are talented enough to make that happen,
someone will make that happen for the future, because that is the
most efficient way to move people in such a dense corridor as the
Northeast.

Ms. NORTON. Thank you very much, Mr. Boardman.

Thank you, Mr. Chairman.

Mr. HANNA. You are welcome. Thank you.

Ms. Johnson, would you

Ms. JOHNSON OF TEXAS. I have no questions.

Mr. HANNA. There is no one on our side. I have a couple of ques-
tions.

Incidentally, Mr. Boardman, it is a pleasure to see you.

Mr. BOARDMAN. Thank you.

Mr. HANNA. Knowing that you are from Rome and knowing that
you went to Binghamton University, which I now have the pleasure
of representing. Thank you.

Mr. BoARDMAN. Congratulations on your reelection.

Mr. HANNA. Thank you. It is a mixed bag, but thank you.

Mr. Alves, you mentioned that in the long-term plan there are
benchmarks, to paraphrase what you said, which require account-
ability if they are not met. What does that mean in the real world?

Mr. ALVES. Well, actually what I was saying is that it is not so
much that the plan has the benchmarks and accountability, it is
that this entire process, starting with the plan, should lead to that.
Amtrak is not there yet. The company is not at a place where peo-
ple are being appropriately held accountable to valid metrics.

Mr. HANNA. What would you imagine that is, though? I mean,
accountability in the public sector is difficult to require, it is dif-
ficult to understand, to pin down since there is not a profit motive
and there are not necessarily stockholders, have no vested interest
in outcomes, other than doing a good job, which I would hope that
they all would. What would you imagine that looks like?

Mr. ALVES. Well, Amtrak has established, and I think that I will
take a shot at it, but Joe will be able to answer it much more pre-
cisely and on target than I can.

Amtrak has established two key metrics. One is the operating
ratio, which is how Amtrak’s revenue compares to its expenses.
Amtrak’s operating ratio is less than 1 because we lose money. And
the goal is to bring it up.

A second incorporates capital into that. So how much capital does
Amtrak use to generate revenue against its expenses? They are
like bottom line really excellent goals.

What has to happen, though, is that the accountability part is
that everybody has a role to play, and their role is aimed at accom-
plishing Amtrak’s strategic goals and contributing to those metrics.
And they are then measured against how well they contribute
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against that metric. And so there is a much more important focus
on the bottom line.

As T said, Amtrak is in the very early stages. And these changes
are going to take a while to take place.

Mr. HANNA. In terms of hard accountability, it is difficult to at-
tain and difficult to enforce and very difficult to define.

Mr. ALVES. It may be difficult, but it needs to be done.

Mr. HANNA. Exactly. Go ahead, Mr. Boardman.

Mr. BoArRDMAN. I don’t think it is so difficult, Congressman. I
think one of the things that is important here is—and I think Ted
really talked about it—is the total operating expense over the total
operating revenue.

What we are really looking for are these general managers to
really understand how much revenue is coming in and what their
cost is, and that they can be held to account for. Because we have
a history. We know what those numbers are.

But we also have a performance plan for every specific indi-
vidual, and we are calling it the SMART program. You know, you
got to have an acronym to really talk about that. And that their
goals need to be specific, they need to be measurable, they need to
be achievable, realistic, and then they need to have a date on them
which provides the time.

And they won’t be perfect. They will be improving as we go for-
ward. Each year we have made a lot of improvements in that area
because humans need that time to really assimilate what it is that
we really want them to do and what we need to do to protect.

We have had very weak internal controls, I think, as Mr. Alves
has talked about, and we have had a very weak business process.
And the reason for that is because for years it has been a survival
mode, that we survive this year and are we going to survive into
next year? And that has begun to change at Amtrak, I hope. And
I just celebrated my fourth anniversary 2 days ago here at Amtrak.
So the changes that are coming about I think are very business re-
lated.

Mr. HANNA. So I can tell the public not to send you a bill right
now because you actually do look at them?

Mr. BOARDMAN. Yes.

Mr. HANNA. That is incredible on its face.

Mr. BOARDMAN. Part of the difficulty here is understanding the
level and number of transactions along the route of the train each
day, which is part of what Ted was talking about, is whether a
train was late at a certain location or not and whether there was
an incentive paid to a freight railroad as a result of that.

Mr. HANNA. You can understand some of the cynicism——

Mr. BOARDMAN. Absolutely.

Mr. HANNA [continuing]. That comes out of this Congress over
Amtrak when you look at that, especially knowing that aviation is
subsidized by a little over $4, mass transit is a little over 95 cents,
intercity bus, which you know a great deal about, is a dime, and
Amtrak in total, understanding what you said earlier, is about a
little over $46. That is a substantial subsidy. Obviously the four
modes of transportation are different.

But I want to ask Mr. Cummings if you have anything.
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Mr. CUMMINGS. Yes, I certainly do. Thank you. I will be very
brief, though.

Mr. Boardman, I just want to ask you about Baltimore. Our
mayor, our train station in Baltimore, I was listening to your an-
swer to Ms. Norton, and we want to know what the situation is
with the Baltimore station. You know, the mayor had appointed me
to chair a commission here recently to try to address the issue of
the Baltimore station. I see your staff, they look like they are con-
fused.

Mr. BOARDMAN. Well, let me just address it quickly. What I will
do is give you a written response because I am not really up to
speed on that.

Mr. CUMMINGS. Yes, please do. And that is OK, I am not worried
about you being up to speed. I just want to make sure that it is
on the radar, because we are very concerned about it. Baltimore is
a major city and the train station is one that we are not happy
about. We want people to feel a sense of vitality in our city. We
have a mayor who is doing a great job. But that train station is
very central, as it is in most cities. I don’t know if you have been
through there.

Mr. BOARDMAN. Absolutely. I go regularly.

Mr. CUMMINGS. It is not the prettiest picture. So I am just curi-
ous. I mean, you may have a general statement on that or you may
have a specific statement.

Mr. BOARDMAN. Well, I mean, I was looking at the second floor
there.

Mr. CUMMINGS. Yes, the second floor.

Mr. BOARDMAN. They used to have the power director’s office up
on the top floor and the second floor. And we looked at what would
it a take for us to be potentially using that differently.

So, yes, we are there. We are looking at it. I don’t have the spe-
cifics on what our plans are right this minute, but I understand
your concern.

Mr. CUMMINGS. If possible, I would like to set up a meeting with
your people so that we can at least make sure we are at least sing-
ing from the same hymn book and the same church on the same
day.

Mr. BOARDMAN. Yes, sir.

Mr. CUMMINGS. So we can get some kind of—you know, I think
it is just something that concerns us greatly. We just want to know
where Amtrak is fitting in there and what your plans are, OK?

Mr. BOARDMAN. Yes, sir.

Mr. CuMMINGS. Thank you.

Mr. MicA. [presiding.] Thank you. Other Members have ques-
tions? No other questions.

Well, let me just as we conclude thank our witnesses. The pur-
pose of this hearing and the two that we are planning is hopefully
to be constructive, to make certain that things move forward in a
positive fashion as far as Amtrak. Taxpayers have a huge amount
of interest in this, $1.4 billion, as I said, last year, billions of dol-
lars over the 40 years that we have subsidized the Amtrak oper-
ation.
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Almost all public transportation is subsidized in some fashion.
May not be able to eliminate that, but we can lessen it, as was
stated by the goal of actually the Amtrak president, Mr. Boardman.

We are trying to make certain that we have as efficient an oper-
ation, well organized, with a strategic plan. Others had the oppor-
tunity to move forward with a strategic plan prior to my becoming
chairman; it didn’t happen. It is now happening now, and we want
it to be constructed and also executed so that we have in place the
very best practices, best structure, and one that can be flexible to
change, to market requirements, to customer demands, and to also
make certain that our employees who serve us and work hard each
day for Amtrak are adequately rewarded.

We will, as I said, have two additional hearings, Thursday the
6th of December on high-speed and intercity passenger rail service
grant program. That is the overall high-speed program which has
been advocated by the administration. And then on Thursday the
13th we will conclude the series on passenger rail service with an
examination of the progress we are making on the Northeast Cor-
ridor and high-speed rail.

Yesterday in New York one of the transportation officials said
that it was a shame that the United States appears to be falling
further behind in its efforts to build a high-speed rail system, par-
ticularly in the Northeast Corridor, which has the highest con-
centration of population, the best connections in the United States.
And we will examine very carefully the progress that is being
made, the plans that Amtrak has put in place to bring the North-
east Corridor into the 21st century of world-class high-speed trans-
portation.

I think the gentlelady from California, Ms. Richardson, said that
the speed of Acela is 83 miles per hour. Maybe, Mr. Boardman, is
it 86 miles an hour on average, just for the record? Somewhere be-
tween 83 and 86. And I think it is in the high sixties going from
New York to Boston, which just is not acceptable.

So the purpose of the hearings again are not only to deal with
the consumer, as Mr. Boardman talked about, but also the tax-
payers. And having been home during the Thanksgiving period and
to several cities during the Thanksgiving period, I saw hundreds,
literally thousands of Americans working so hard to pay their bills,
raise their families, be responsible citizens. And they also send a
good portion of their labor, sweat and tears to Washington and we
have to be responsible stewards and trustees of their hard-earned
dollars. And that is what we intend to do until we call the very last
hearing to order.

So, with that, if there are no other questions from members of
the committee, let me just do a little homework here. I ask unani-
mous consent that the record of today’s hearing remain open until
such time as our witnesses have provided answers to any questions
that may be submitted to them in writing. We will give it 2 weeks
with the consent of the other side of the aisle. And I ask unani-
mous consent that the record remain open for those 14 days for ad-
ditional comments and information submitted by Members or wit-
nesses that can be included and will be included in the record of
today’s hearing. Without objection, so ordered.



31

Again, I want to thank our witnesses. We look forward to work-
ing with you, Mr. Boardman. Thank you for your fine efforts today,
Mr. Alves, our respected inspector general, Mr. Stem, representing
our workers. Thank you so much.

There being no further business before the Transportation and
Infrastructure Committee, this hearing is adjourned. Thank you.

[Whereupon, at 11:52 a.m., the committee was adjourned.]
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M.C. Pr-03
Statement of

The Honorable Corrine Brown
Ranking Democrat, Subcommittee on Railroads, Pipelines and Hazardous Materials
Committee on Transportation and Infrastructure
Hearing On
“Hearing on “Getting Back on Track: A Review of Amtrak’s Structural
Reorganization”
November 28, 2012

| want to welcome today’s panelists. | had the pleasure of working with Mr.
Boardman when he was Administrator of the Federal Railroad Administration under
former President George W. Bush. When President Obama took office in 2009, Mr.
Boardman moved over to Amtrak as President. Mr. Boardman has a record of working
with both sides of the aisle and he has proven to be one of the best presidents to

oversee and manage Amtrak.

Since his appointment, Mr. Boardman has taken time to evaluate every aspect of
Amtrak and work tirelessly to improve it. He and his team were able to bring to a close
a decade-old labor-management dispute and enter into a new contract. He oversaw
implementation of the Passenger Rail Investment and Improvement Act of 2008, which
reauthorized Amtrak; has implemented a number of mega-projects that might never
have been completed had it not been for the investment made by the American
Reinvestment and Recovery Act of 2009; and most recently, has had to deal with the

tragic aftermath of Hurricane Sandy.

Even with those immense challenges, just one month ago, Amtrak announced

that 2012 marked the highest annual ridership record since the railroad started

1
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operations in 1971, with 31.2 million passengers riding Amtrak. In fact, ridership on the
Northeast Corridor is up 4.8 percent to a record 11.4 million, state-supported and other
short distance routes is up 2.1 percent to a record 15.1 million and long-distance

services is up 4.7 percent to their best showing in 19 years at 4.7 million.

Revenue is also up; it jumped 6.8 percent to a best ever $2.02 billion. In
addition, Amtrak system-wide on-time performance increased to 83 percent, its highest

level in 12 years.

| imagine, however, that being Amtrak — and being the president of Amtrak — is
often a difficult task. Not only do you have the difficult job of running a company, in a
tough economic environment, but you are also beholden to the will of whichever political

party is in power.

Indeed, Congress has often made Amtrak’s job of running a railroad more
difficult. While | do feel that Congress has a duty to ensure Federal taxpayer dollars are
wisely spent, | think we get into the weeds of Amtrak’s business too much and end up
costing the railroad more money in the end. Case in point: One year, we will tell
Amtrak that they can use Federal funds for food and beverage losses. The next year,
we tell them they can't. Another year, they are threatened with no Federal funding
whatsoever, and then another the Bush Administration proposes to “restructure” the

railroad through bankruptcy. How do you effectively manage a company if you cannot
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plan for your future? That is something | would like to explore with Mr. Boardman in the

near future.

Thank you.
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I would like to thank the Chairman and Ranking Member for holding this hearing
today. We here on the Committee should all share the common goal of improving
Amtrak’s performance, efficiency, and ensuring best corporate practices.

In October 2005, GAO issued a report to then-Chairman Young concerning
Amtrak’s lack of a strategic plan. The report identified that, without a
comprehensive corporate mission, Amtrak’s business practices were lacking and
could not ensure consistent and improved corporate performance.

In August 2010, the Amtrak Inspector General’s office released an evaluation
report of Amtrak’s Strategic Planning, and set forth key elements necessary for an
effective strategic planning process. The IG's report formed the basis for Amtrak’s
November 2011 Strategic Plan for FY 2011-2015. While the reorganization is not
yet fully complete, there appears to be significant performance and accountability
improvements.

1 look forward to the testimony of the witnesses, and hearing on the progress of the
implementation of Amtrak’s Strategic Plan.
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Thank you for having me here this morning. I appreciate the chance to testify before the
Commitiee on the topic of Amtrak’s strategic plan and reorganization.

1 came to Amtrak in 2008, after more than a decade of experience with the company ~
first as the New York State Transportation Commissioner, then as the Federal Railroad
Administrator. I’ve worked in transportation since I was in college, and much of that time was
spent turning around organizations that needed to change. That’s a process that demands a lot of
attention, and it’s a lot like medicine ~ you spend a lot more time on the diagnosis than you do in
surgery. There were some things that were right with Amtrak, and there were some things that
needed work, too, and from the beginning, we’ve devoted a lot of time to figuring out where we
want to go, developing a strategy to get us there, and working carefully and diligently to change
our organization so that we can realize our goals.

While there are still plenty of challenges ahead, the basics for success are definitely here,
and Amtrak is doing well. We just set the ninth ridership record in the last ten years, and we
posted record ticket revenues, too. We’ve broken out of the narrow band of 18-20 million riders
that our company lived in for decades, and we carried 31.2 million last year. Better ridership has
helped drive an improved financial performance, and if you look at our operating support
numbers in terms of constant value, in FY 2013 Amtrak will be getting by with about haif as
much Federal support as it had in 2004, With modern passenger-friendly amenities like wi-fi
and eTicketing, we have improved revenues and cut costs, and those will benefit us greatly in the
years to come.

We've cut our debt in half and FY 2012 was the best year in our history for on-time

performance ~ another key driver of both cost savings and ticket revenue. This is a productof a
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lot of mutually supporting efforts — things like careful investment to ensure the resilience of our
system, but also managerial efforts designed to attack persistent problems such as delays that are
the product of failure to et the trains ready to go on time — which has been more than halved
over the last six years, and today affects fewer than 2% of Amtrak trains. In 2011, our train
operations recovered 79 cents of every dollar, turning in the best performance of any passenger
railroad in the nation; when you include the revenues derived from other revenue sources such as
real estate and commuter business, the number rises to 85%.

These are real achievements, and they allow us the stability and the resources we need to
take on the next step, which is transforming the company so that it can continue to provide
competitive and attractive transportation services in a world that's changing rapidly. That means
focusing on our customers — and we will do that by creating a strategy that prioritizes customer
service and realigns the company to ensure our goals are understood and supported by capable
and incentivized managers whose organizations are aligned to ensure that our people and
resources are organized to deliver. When we’re done, Amtrak will look more like a business and
less like a government agency — and customers will find that our system is casier to use, more
convenient, timelier, and more comfortable, It will still be recognizably Amtrak — but it will be
an Amitrak that defines its mission in terras of making customers happy, and on the bottom line,
not just moving trains.

I realize that neither strategic plans nor reorganizations are new to Amtrak. You couldn’t
miss it — when I took over, the “organization chart” was a 400 page document that reflected the
way key functions had been chopped up, reunified, moved from here to there, and then joined up

to something else. The complexity of the task meant that we had to move carefully, because a lot
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of the key funetions — the things that related to gefting trains out every day — were misplaced, or
poorly supervised, or split up between several different managers.

My goal has been to bring accountability and reliability to the organization, so that it can
focus on the core of the business, which is serving our customers. To do that, we had to figure
out not only where these processes needed to reside, but we had to convince the company that we
were undertaking something fundamentally different. We initially approached the challenge not
from the organization chart, but through the culture — and that’s what makes this organization
fundamentally different from the ones that came before it. In those reorganizations, the goal was
to move the functions around to address a perceived need; the effect on the culture was an
afterthought. In our reorganization, we started with the culture, rather than the chart, because we
wanted to make sure that we would make changes that will endure, and that will fundamentally
transform the way people in our organization deal with one another. That’s a much bigger task,
and it’s part of the reason why this transformation may appesr to be time-consuming,

I think it was important for us to do this, because the culture of the company is built up
through decades of accumulated experience and attitudes, some of which predate Amirak. We
can’t replace a culture or root it out, and there are some very positive aspects of the Amtrak
culture, such as the dedication that kept our people working so hard during the recent “super
storm Sandy.” But we need to work on the way we as managers are perceived to behave, and by
doing that, inaugurate a real change in the way our employees see us. That changes expectations
and ultimately, as the culture changes, it changes behavior. It’s a challenging goal, but when it

succeeds, an organizational culture change produces the most worthwhile and enduring results.
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That’s why one of our first efforts was the behavioral safety program we call “Safe-2-
Safer.” We rolled this out on the system as quickly as we could implement it after [ arrived, and
it has two very clear, basic goals: one is to reduce the risk exposure our people face. The other is
to teach people the basic behavioral techniques they will need to know to identify those risks, to
communicate them to their colleagues, and to develop sirategies to mitigate them. But behind
these clear and immediate goals are other purposes that are meant to help us over the longer
term. One is to give our people the skills they need to communicate and work in a more
collaborative and less authoritarian fashion. Another is to build that sense of unity and team
spirit that comes from working together toward a shared goal. The third is to make it clear to
everyone that we care, The life, safety, health and welfare of every employee is an important
trust, and we need to act and show that we care, so that our employees understand — and so that
they, in turn, are motivated to act in the same way toward our passengers. We started the
transformation process by improving safety, and before we’re done, we will have improved
customer service, too,

Cultural change of this kind isn’t a simple or an easy process. It's hard to envision, and
it’s harder to explain, because it tends to come out in a score of individual anecdotes, rather than
as a chart or a process with a clear beginning or end. But this kind of change is very important,
because people see Amtrak through the prism of their individual experience, and that experience
shapes their attitude toward the company and toward our passengers — in a word, our culture,
And we want those attitudes to be as positive and responsible as we can make them, because
engaged, effective and creative workers are at the core of the modern economy, and if we are

going to keep up with the pace of change in the modern world, we are going to need a workforce
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that knows it has a role to play and is willing to offer new ideas and new ways of improving our
business processes.

Naturally, any process that’s designed to support that kind of development must be
ongoeing and continual. It started with the programs aimed at changing the culture, and it has
progressed through the creation of a strategic plan. Now we're in the process of aligning that
corporate structure to execute our strategic plan, Our goal is an accountable organization that
aligns managerial responsibility with incentives and measureable metrics to ensure people
understand what they are expected to deliver, and that they have clear and quantifiable goals that
let them know whether they have succeeded.

We created a sirategic plan to outline our strategies for improving business performance
and customer focus. This strategy explains Amtrak’s vision for an operation that will improve
our service delivery, financial performance, and customer satisfaction. We intend to become
America’s top intercity travel choice, and we will do this by building an organization that
focuses our energies on the different customer travel markets and the operating characteristics of
the individual services.

To realize this plan, we will need to change the corporate structure so that all of our
resources are aligned to produce the results we want to see. The new structure won’t look like a
traditional railroad structure, with the system organized in three or four rigidly separated
“stovepiped” functions. It also won’t look like the idea of a completely decentralized
organization, with a small corporate headquarters presiding over a handful of “mini-Amtraks.”
What it will be is something very different - a modern “matrixed organization.” We will retain

the traditional railroad technical functions, but their role will focus on setting standards and
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managing system-wide assets, such as the mechanical backshops. The handling of the core
business will be integrated, and the business lines, the technical organizations and the supporting
departments will be aligned and incentivized to ensure they’re working together to help the
company accomplish larger corporate goals, rather than as semi-independent fiefdoms.

Each of these general managers will be responsible for service delivery, but we will
integrate the railroad functions so that they control everything they need to deliver the results
they will be accountable for. They will have a “matrix relationship” to the technical
organizations within the operating department and to the depariments that will deal with vital
core issues — ranging from marketing and services to budgeting and security. And because it’s
not always possible to simply and easily divide up the resources that support specific business
lines, general managers will be accountable for ensuring that the organizations they manage
provide support to other components of the Amtrak system, even when they fall outside of the
business line. The NEC General Manager will, for example, be responsible for terminal
operations in New York - and that will include responsibility for ensuring that the long distance
trains that start there get out of the terminal on time.

Currently, the various business lines are in the process of formation, We have formed the
Northeast Corridor Infrastructure luvestment and Development (NECHD) business line and the
Corporate Asset Development business line is in development. The NECHD will manage the
development of the Northeast Corridor, which is far and away Amtrak’s biggest and most
important piece of infrastructure. Corporate Asset Development will work at finding

opportunities for us to use the capacity that’s inherent in many of our key corporate functions —
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our backshops and our highly skilled mechanical workforce, for example ~ to bring in work that
we can do that will help improve the company’s financial performance.

The four railroad operations business lines that will report to the Vice President of
Operations are in the process of formation. These include NEC Operations, state-supported
services, long distance trains, and commuter services. We have found managers for the first
three and are focusing on them first, as they are in many respects the core of our business and our
Federal mandate. The commuter services will come next.

We are in the process of doing this carefully and deliberately, in line with the principle of
the Hippocratic Oath: “First, do no harm.” We don’t have the Juxury of shutting the place down
for even a few days to reorganize — we have to maintain round-the-clock service in 46 states
every single day, so we have to be careful we don’t disrupt the organization’s functioning.
There’s not going to be a point when we flip a switch and the new organization lights up; it is
going to be a progressive process, with opportunities for review and realignment to take the
lessons we learn into account. It will be an iterative process.

This process does not have a clear end - but it does have a definite goal — and that goal is
satisfying our customers. We serve a lot of different customers. Many are our passengers,
Some are the states who contract with us for service. Others are commuter agencies and
railroads that use our services or our infrastructure. We are making these improvements to serve
them better, because we recognize that in a competitive environment, alternatives will arise if
Amtrak does not act now to address their needs. In many places, the story of transportation in
our lifetimes is one of contraction and reduction, as bus services leave town and subsidized air

service is cut back or eliminated.
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This decline in the competing modes has been one of the components of the growth in
Amtrak ridership over the last decade. People are now coming to us — and the question of what
they find when they come is of vital importance, because they come with a different set of
expectations about travel. People now search for travel options and deal with transportation
providers in ways that were unimaginable twenty years ago — let alone forty. They have high
expectations when they travel, and we recognize that we must adapt to meet those expectations -
and that if we don’t, other options will be forthcoming, one way or another.

At its core, Amtrak is a great policy solution — with a cost recovery of 85%, we provide
some of the lowest-cost, most efficient intercity passenger rail service in the world, Our
challenge is to continue to improve, so that we can deliver the technical improvements that allow
prospective passengers to connect with us, the physical improvements to our stations and trains
to make their journeys comfortable, and the customer service improvements we will need to
satisfy them and earn their business,

Nothing that we’re proposing to do is simple — but it will deliver results. While the
natural tendency is to focus on the changes to our organization and structure, those are ancillary
changes. The real transformation must come in the organizational culture, particularly since the
process of generational change is now underway. 1 believe this kind of thing is an imperative;
we have a moral imperative to do whatever we can to help people learn to work in safer and
more productive ways, and we have a business imperative to transform the company so it
delivers better and more efficient service to our customers. We can do it, and we will — because

we know how much is riding on this.
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REPUBLICAN MEMBER QUESTIONS FOR THE RECORD
To Hon. Boardman, Amirak President
Full T&T Commitiee Hearing - Getting Back on Track: A Review of Amtrak’s Structural Reorganization
Wednesday, November 28, 2012, 10:00 am.

1. Conld you explain what you mean by running Amirak “more like a business and less like a government
agency” and why this is important?

Amswer to Ouestion 1

Amtrak intends to strengthen its focus on financial performance and customer service in the same way
that private sector companies do.

The Amtrak Board of Directors and its executive team are committed to developing a corporate culture
that is focused on the boitom line. Safety and security will always be our top priority, but business
decisions will be made based on what produces the best financial results and advances the goals of owr
sirategic plan. We will focus on cost efficiency; generating additional net revenues; and prioritizing
investments to ensure that we are making the best use of finite financial resources. Operating more like a
business also requires us to utilize better measures to track our performance, such as our operating ratio
{operating expenses divided by operating revenues), and to constantly monitor how we are doing against
those measures.

Running Amtrak more like a business also means meeting the wants, needs and expectations of all of our
customers, including our passcngers, state and local government partners and the commuter agencies and
their passengers who depend upon our infrastructure and services. Our business is not operating trains,
but rather getting our passengers to their destination while providing a travel experience that is better than
competing modces, and meeting the expectations of our partners and their customers. Improving service to
our customers will maximize revenue by increastag ridership, making passengers willing to pay more for
our services and expanding our partmerships with states and other levels of government.

2. You note that after reorganization, Amtrak will define its “mission in terms of making customers
happy, and on the bottom line, not just moving trains.” Is it fair to say then, that Amtrak was not always
focused on customer service and the bottom line?

Aunswer to Question 2:

Customer service and the bottom line have always been irnportant to Amtrak. However, for most of its 40
plus vears of existence, Amtrak has been in a survival mode due to inadequate and uncertain funding.
This has made it very difficult to consistently provide reliable and efficient service that meets our
customers’ needs and optimizes financial performance.

The capital investments that Amtrak, the Federal government and our state partners have made over the
past few years have begun the process of bringing our infrastructure and equipment to a state of good
repair and enhancing the services Amirak provides. These investments have contributed to significant
improvements Amtrak has made in customer satisfaction, ridership, revenue, cost recovery and on-time
performance. Focusing Amirak’s efforts on achieving further improvements in financial performance and
customer satisfaction will enable us to maximize the benefits from these investments, and of the future
investments that will be needed to maintain and improve our services to meet the growing demand for
intereity passenger rail service.
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3. How will the ongoing reorganization improve accountability for performance, both in terms of service
and financial outcome?

Answer to Question 3:

Amtrak’s reorganization will improve accountability for fisancial and operational performance, and for
customer service, by creating business lines that have operational, financial and customer service
responsibility for individual services. Tt will eliminate departmental silos, replacing them with a cross-
functional organizational structure in which employees responsible for the various components of service
delivery functions (train operations, equipment maintenance, station services, ete.) will be part of the
same business line. Service delivery, and revenues and expenses, will be managed at lower levels of the
company rather than by the CEQ and department heads. Business lines will not only be responsible for
meeting specific performance targets for safety, {inancial and operational performance, customer service,
etc., but they will also be empowered to take the actions that are necessary to achieve these objectives.

4. Could you please explain where Amtrak is in the process of developing the enterprise risk management
framework noted by Mr. Alves? Is this something that will be addressed through reorganization or is it
something that is properly addressed once the reorganization has occurred?

Answer to Question 4:

Amtrak is implementing a strategy execntion framework that will align strategic objectives, initiatives and
individual performance expectations with corporate goals. This framework also creates systematic
performance reviews at multiple levels of the company. Entorprise risk management is being built into
this framework. Essentially, we are creating the processes and tools to help us best execute our strategy,
and part of that process is managing the risks that may prevent us from being successful. While the
literature on enterprise risk and Mr. Alves all recognize that developing comprehensive enterprise risk
management is a multi-year task, we have begun this effort, with a particular focus on higher priority
areas that are part of our financial and organizational excellence goal.

5. Regarding the concerns raised by Mr. Alves on the need for more testing prior to deploying the
Strategic Asset Management program, what steps are being taken now to minimize the adverse effects of
deployment?

Answer to Question §:

Under direction of the new CIQ, the Program Management Office (PMO) has implemented a toll-gate
process for all projects prior to implementation; it includes review of the quality assurance (QA) testing
and sign-off by the business. The PMO has the authority to delay a project’s rollout if the project team
does not demonstrate/document that proper testing has been completed.

FYT: The long-term strategy is to create a shared services IT QA team (see attached presentation).
6. Mr. Alves poted in his testimony the significant savings the company could realize from implementing

the IG’s mechanical maintenance recommendations for the conventional Amtrak fleet. How is Amtrak
addressing these recommendations and will the reorganization help to realize these potential savings?
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Answer to Onestion 6:

The OIG report titled Mechanical Maintenance: Improved Practices Have Significantly Enhanced Acela
Equipment Performance and Could Benefit Performance of Equipment Company-wide highlights several
recommendations that Amtrak Management responded to on March 19, 2012. In that response, Amtrak
Management stated that it would develop a project plan for a potential pilot program matching the
maintenance staffing ratios of Aceln, as highlighted in the OIG report, for the conventional cqmpmcm
fleet. As Mr. Boardman states in his testimony

ﬁsmg the ratios from the OIG report.

Development of a business case and valuc analysis is critical to understanding the true value of additional
availability and reliability of the conventional equipment. Mr. Boardman continues to testify

Regardmg the convemmnal fleet,
i | Therefore, Amitrak management decided
to develop the ab()vememxoned pilot plan, which is in development and will require EC review before it
proceeds.
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QUESTIONS FOR THE RECORD
To
MR. JOSEPH BOARDMAN
PrESIDENT AND CEQO, AMTRAK
From
Tre HONORABLE CORRINE BROWN
RANKING DEMOCRAT, SUBCOMMITTEE ON RAILROADS, PIPELINES AND HAZARDOUS
MATERIALS
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE
HearRING ON
“GETTING BACK ON TRACK: A REVIEW OF AMTRAK’S STRUCTURAL REORGANIZATION”
NOVEMBER 28, 2012

You mentioned in your written statement that you “intend to become Arerica’s top intercity travel
choice” and then discuss how you plan to go about doing that. Congress has a responsibility to
realize that vision as well. Each year, Amtrak must wait for an annual appropriation before it can
plan how to manage its business for the year. On top of that, each Congress has had a different
agenda for how it wants Amirak to operate. What sort of impact does this have on your ability to
effectively manage the ratlroad?

Auswer to Question 1:

Amtrak’s reliance on annuat Federal appropriations (the amount of which are often unknown until
well into the fiscal year) is a major challenge 1o efficient operations, particularly the planning and
exccution of multi-year capital projects. The Department of Transportation Inspector General noted
in a January 2011 report that:

the company has had to develop its capital budget on a year-to-year basis
without knowing how much funding Congress would provide. This
method of planning has significantly affected Amtrak's ability to
maintain safe and reliable infrastructure and equipment, and increased its
capital program’s annual costs.

A consistent and predictable source of Federal funding would increase the Federal government’s
return on its investment in Amtrak. Some examples of effective funding models would inclade the
trust funds and other multi-year funding mechanisms used to fund highways, mass transit and other
transportation modes. Predictable funding would enable Amirak fo operate more efficiently, better
manage capital projects; attract additional investment from other levels of government and the private
sector; and facilitate efforts 1o recruit, maintain and develop a skilled workforee with the often unique
skills our business requires.

How does your Strategic Plan address the concems raised by the GAO in 2005 and the Amirak IG in
20107

Answer to Qucstion 2;

Amtrak’s strategic plan directly addresses the concerns raised by both the GAO and the Amtrak 1G by
defining a long-term vision for the corpany, setting clear and measurable corporate goals, and
outlining several major strategic initiatives designed to achieve those geals. The plan serves as a
compass by which important management decisions are made and allows for more effective
budgeting and resource allocation. The Amtrak 1G report elaborates the benefits that have followed
from our plan — senior management is better aligned around a single vision, budget and staffing
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decisions are being prioritized based on their strategic impact, and company leadership is able to
make decisions more efficiently.

Amtrak’s strategic planning process was developed in coordination with the Amtrak OIG to create an
approach that meets the company’s unique needs. The planning process was based on best practices
from both the public and private sectors. To ensure the plan was robust and comprehensive, Amtrak
included more than 150 employees and labor leaders in the process — making sure all geographic
regions, functions and senjority levels were represented. A more detailed description of the planning
process is included on pages 6 -7 of Amtrak’s strategic plan:

(http:/fwwiv, amirak.com/ecurl/30/ 1 2/Srategic-Plan-2011-201 5 pdD.

In light of the fact that this is not Amirak’s first “reorganization”, what makes you convinced that this
restructuring will result in real changes?

Answer to Question 3:

To carry out its business strategy, Amtrak is aligning the operating elements of the company into
business lines: Long Distance Service, Northeast Corridor Service, State Service, Commuter Service,
Northeast Corridor Infrastructure and Investment Development, and Corporate Asset Development.
The structure is new, although it draws on best practices. For most of its history, Amtrak has been
organized into nationwide functional departments, which were subdivided into regional divisions. In
1995, Amtrak was split into three regional “strategic business units” that were semi-autonomous
integrated entities, but in 2002 the corporation was consolidated back to national depariments in
response to financial losses and decentralized accountability and planning.

The new business line structure is an evolution that reflects Amtrak’s distinet products, service types,
customers, and revenue sources. The business lines also reflect the funding structure envisioned by
Amtrak’s authorizing legislation, the Passenger Rail Investment and Improvement Act of 2008.
Aligning management into business lines reduces the “silos” created by the departmental structure,
flattens the number of management layers, and improves accountability.

Amtrak undertook an extensive effort to learn from stakeholders and senior managers what worked
best in previous management structures, and where improvements were possible. The lessons learned
formed the basis for the new organization.

Key changes include consolidation of terminal management under terminal directors responsible for
all local operations, and consolidation of management for train routes under managers within the
business lines. For example, instead of reporting into different departments, employees within
Washington Union Terminal will report to a terminal director responsible for all terminal operating
functions. Likewise, individual routes will have designated managers responsible for service
delivery, who will report to the respective general managers of the business lines. The result is better
coordination, teamwork, and accountability,

One of the Inspector General’s recommendations for an effective strategic planning progress for
Amtrak was to include “metrics™ that would indicate results and communicate if the strategies
actually delivered the intended outcomes. Does vour Strategic Plan include a way to ensure you are
achieving the desired results and hold employees and business lines accountable?

Answey to Question 4:
Yes. After creating its vision statement, the company set clear goals around each of the major
“themes” represented in the vision: safety and security; customer focus; mobility and connectivity;
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environment and energy; and financial and organizational excellence. Multiple performance metrics
were then established for each goal and improvement targets were set.

Amtrak has taken numerous steps fo align department and individual employee performance plans
with the goals and metrics set forth in the strategic plan. While this process is ongoing, efforts made
thus far have improved accountability for performance and allowed for more objective evaluation of
management effectiveness.

The Inspector General stated that, since 1990, Amtrak has made limited progress in making the
stations it serves ADA-compliant. My understanding is that is a complex task. Some stations that
Amtrak serves are owned by States or host railroads; the Federal Railroad Administration had not
finalized a rulemaking on platforms. Will you bring us up to speed on what is going on with this and
‘when we can expect to see these stations compliant with ADA?

Answer to Question 5:
Please see aftached 3 letters.

‘What have the impacts of Hurricane Sandy been on the railroad? Please provide a list of Amtrak’s
specific damages and losses to us for the hearing record, as well as a list (and costs) for hardening
infrastructure in the Northeast Corridor to prevent future problems.

Answer to Question 6:

Amtrak’s $336 million request for emergency funding for Hurricane Sunday includes $276
million for measures that provide enhanced protection and improved recovery capability of
Penn Station New York and its tunnels against future flooding or emergency disruptions.

This includes clements such as:

e Flevating and improving a major electrical substation at Kearny, NJ that supplies power
to the NEC. This asset is situated on low-lying ground and it flooded during Sandy.
Amtrak would replace it atop a platform high above the water line, with space to include
additional electrical capacity in the future for the higher levels of rail traffic envisioned
under the Gateway Program.

s Designing a high density signaling system for the East River tunnels, which would
provide greater flexibility and capacity in the case of emergency or outage. (Amtrak lost
the use of two of those tunnels during Hurricane Sandy, when they flooded).

»  To provide permanent and substantial new Jevels of flood protection, redundancy, and
capacity, Amtrak would advance design and early construction of elements of the
Gateway Program. Owing to the encroachment of overbuild planned as part of the
Hudson Yards development project, Amtrak must move now to construct a section of
tunnel through the planned foundation, to ensure access to Penn Station for future tonnels
and the Portal Bridge North project over the Hackensack River.

In his testimony, the Inspector General recommends that Amtrak adopt the Acela maintenance
practices for improving the performance of Amtrak’s conventional fleet. What are your views on this
recommendation?
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Answer to Question 7:
The OIG report titled “Mechanical Maintenance: Improved Practices Have Significantly Enhanced

Acela Equipment Performance and Could Benefit Performance of Equipment Company-wide”
highlights several recommendations that Amtrak Management responded to back on March 19, 2012.
In that response Amtrak Management stated that it would develop a project plan for a potential pilot
program matching the maintenance staffing ratios of dcela (as highlighted in the OIG report). As Mr.
Boardman states in his testimony, y

ratios from the OIG }eport are used as the basis.

Development of a business case and value analysis
will be critical to understanding the true value of the higher rates of availability and reliability for
conventional equipment. Amirak management has therefore decided to develop a project plan and
business case that will evaluate a pilot program for additional technical resources to generate added
value through increased availability and reliability of rolling stock in order to justify the increased
resources that would be required. The pilot plan is being developed and will require Executive
Committee review before proceeding.

In his testimony, the Inspector General mentions that a new Chief Human Capital Officer has just
been hired and is implementing an action plan to address the IG’s findings and recommendations on
training and employee development. Please discuss a little more about what the action plan includes.
Do you believe it will help reduce the risk that you will encounter skill shortages in the future, like
the 1G has suggested?

Answer to Question 8:

When the new CHCO joined Amtrak in August 2012, his first actions were to align the Human
Capital (HC) organization to the achievement of Amtrak’s Strategic Plan and address issues raised in
the IG reports. The CHCO recognized the HC team could make contributions in three key areas:

»  Partnering with the Buginess
Human Capital Business Partners are now partnering with the business and the human capital
centers of expertise in the creation and implementation of people strategies designed to
successfully lead and deliver on the business strategy in collaboration with the business to ensure
suceessful strategy execution. We are working to align every Human Capital process, program
and policy to ensure its copnection to Amtrak’s Strategic Plan. We are transforming the way we
work with the business and investing in our people to ensure we provide our customers with the
best and most efficient service possible. This includes developing and executing a robust talent
management strategy and process which includes strategic workforce planning and workforce
analytics-understanding what the retirement trend is by job family and what are the critical
competencies and skills we need to replace, designing appropriate training protocols for current
employees to replace those leaving the organization and hiring and retaining people who possess
the competencies and skills sets and aptitude needed. We will utilize focused and proven testing
and selection methods that determine best £it performers for Armtrak based upon the necessary
competencies and skills.

*=  Creating a Results-Oriented, High Performance Culture
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Performance-based incentive programs will ensure a stronger link between individual
performance, customer service and organizational outcomes. Beginning in April 2013, Amtrak
will introduce a series of new initiatives to redefine the Amtrak employment experience with
Amtrak Total Rewards and Integrated Talent Management (“Amtrak Total Rewards™) for non-
agreement employees. Amirak Total Rewards is the broad spectrum of plans and programs
designed 1o reward, recognize, motivate, engage, develop and retain our employees throughout
their careers.

Building Amtrak’s Workforce of Tomorrow... Today

More than a quarter of Amtrak’s workforce will be eligible for retirement within the next five
years, resulting in a knowledge gap in critical argas. In 4Q12, we established the Amtrak
Learning Council, chaired by Human Capital but whose members represent all functions, to
strategically manage our investment in training and our return on that investment. Throughout
2013, employees will learn more about our approach to Integrated Talent Management (hiring,
developing, rewarding, engaging and retaining) which will touch every aspect of our employment
experience — from the way we recruit and select employees, to the way we mentor, coach and
develop them along the way, and manage their career progressions at Amitrak.

»  Establishing the Amtrak Human Capital Strategic Plan: A 3 year roadmap of execution

The Amirak Human Capital Strategic Plan was designed in partnership with members of the
Executive Committee and approved by the Executive Committee and CEO. It outlines overa 3
year period, beginning in FY*13, what Human Capital will deliver to the business including
training and employee development. Amtrak recognizes that baving the right skills is critical to
the success of the Amtrak Strategic Business Plan and thus understanding, developing, selecting
and rewarding for the right skills and use of these skills is integral to the Human Capital Strategic
Plan.
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May 11,2012

Honorable Ray H. Latood Honorable Jonathan M. Young

Seoretary Chairman

U.8. Department of Trausportation National Council on Disability

1260 New Jersey Avenug, 8B 1331 F Strest, Suite 850

Washington, DL 20590 Washington, DO 20004

Honorable John Mica Honorable Nick J. Raball, 11

Chairman Ranking Member

Comumittes on Trangportation and Committes on Transportation and
and Infrastructure angd Infrastructure

U.5. House of Representatives U.S. House of Representatives

2165 Rayburn House Office Building 2163 Rayburn House Office Building

Washington, DC 20315 Washington, DC 20515

Haonorable John 1. Rockefeller, IV Honorable Kay Bailey Hutchison

Chairman Ranking Member

Committee on Commerce, Science Comunittee on Commerce, Science
and Transportation and Transportation

United States Senate United States Senate

254 Russell Senate Office Building 560 Dirksen Senate Office Building

‘Washington, DC 20510 Washington, DC 20510

Dear Secretary LaHood, Chatrman Young, Chalrmen Mica and Rockefelier and Ranking Members Rahall
and Hutchison:

In accordance with the requirements of P.L. 110-432, Division B, Section 219, a copy of which is

attached as Appendix 1, the following is an update on Amtrak’s Accessible Stations Development
Program (ASDF), afier the U8, Department of Transportation {USDUT) promulgated a Final Rule {Rule)
on level boarding in September 2011, Amtrak is committed to ensuring that station components for

which Amtrak i responsible comply with the Americans with Disabilities Act (ADA), and 1o the larger
mission of ensuring that our trains are aceessible to all Americans. This mission has remained enchanged,
although the federal requirements have changed with the recent promulgation of the USDOT Rule on

levet boarding. This Rule, which USDOT has since clarified by the issuance of guidance documents, will

rosult in additional, substantial changes to Amirak’s planned work program at numerous siations.
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These changes will expand the necessary scope of work at many stations and, as a result, the ASDP will
take longer and cost more, The extent to which the rule will lengthen the program and increase ifs costs is
vet unclear due to the complexities discussed below. Nevertheless, Amtrak remains committed o our
broader goal of ensuring accessibility and will keep stakeholders apprised as such details become known."

Background on the Rule

Because the Rule, as clarified by December and March guidance documents, requives Amtrak 1o evaluate
the undque characteristics of each station in the ASDP program (nearly 400) in order to determine how o
comply with the new ADA boarding and platform requirements af that station, the publication of the Rule
and guidance documents has necessarity had an impact on the program. Operations at each statfon are
unique, and it has been a significant undertaking to research the various operational considerations at each
station {including some information about freight operations to which Amtrak is not directly privy) and
evaluate the information for accuracy. Since our last report, work has continued across the Amirak
syster, but these regulatory changes have necessitated another close review of our program, and a
reevaluation of our overall strategy. These efforts are engoing, and while progress continues, the process
of ensuring compliance is now far more complicated.

Prior to the promulgation of the Rule in September, Amtrak was energetically pursuing a compliance
program that, with regard to platform accessibility, focused primarily on the use of station-based mobile
1ifts for individuals who use wheeled mobitity devices from low-level platforms since the majority of
station platforms used by Amtrak are owned by freight railroads, which generally have not permitted
platforms higher than 8 inches above top of mil. A master schedule was developed to address 397
stations by the close of FY15, and design work was underway at 100 stations in FYT1. Amtrak expected
to complete work at 110 stations in FY12. Although Amtrak continues to pursue its plan, it was and is
being necessarily modified, as a result of the Rule that was made “to ensure, at new and altered station
platforms, that passengers with disabilities can get on and off any accessible car of the train.” Amtrak and

"As information, Amtrak’s ridership nationally is growing, as is the nwmber of our riders who have a
disability. During FY 11, we saw 1 5.2% Increase in riders with disabilities and a 7% increase in revenue
among this demographic. In December 2011, we launched a new online booking path, which allows
passengers with disabilities to purchase discounted (15% reduction) tickets online. Passengers can also
use this new booking path to reserve accessible seats and spaces and make requests for assistance.
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compnuter rail services are now required to provide “level entry hoarding” at new or altered stations “in
which no track passing through the station and adjacent to platforms is shared with existing freight rail
operations.” Morcover, the Rule regnires that Amtrak subimit detatled reports for Federal Railroad
Administration (FRA) approval on every station where it proposes to use any accessible boarding option

other than level boarding platforms.

USDOT issued a guidance document in December, clarifying a number of questions that had boen raised
about the Rule, including a question regarding its effective date. In the guidance, USDOT stated that ifa
construction contract had been signed, including a commitment to a specific design, before February 1,
2012, then the new Ruie would not apply. Among other issues, the guidance document also addressed the
continued relevance of the 8-inch minimum platform height, the types of platform alterations that would
and would not trigger the Rule and situations where level boarding is not physicelly feasible.

In March 2012, USDOT issued additional guidance, which clarified the degree to which the volume,
nature and proximity in time of freight traffic at a station affects the requirement for level boarding.
Specifically, USDOT clarified that only platforms adjacent to tracks that presently carry regular reveriue
freight traffic are exempt from the level boarding requirement. Therefore, in order to ascertain whether a
level boarding platfonn is required, a freight usage determination must first be made for every track
adjacent to every platform at cach station. Moreover, a platform is not necessarily exempt from the level
boarding requirement on the basis of other types of freight operations on the track (e.g., use by
maintenance equipment, rare or token passage of freight trains, storage of ballast cars or parking freight

traing overnight) or the fact that a freight rallroad might potentially need to use the track in the future.
Finally, if the use of the tracks for freight service ceases for a “significant” but still undefined period,
level boarding will be requived for the platforms adjacent to those tracks,

Tmpact on A ible Station Develop t Program

Under these circumstances, a significant amount of work will have 1o be done before Amtrak can
accurately evaluate the degree to which its compliance plans for stations will have to be altered,
Ascertaining the degree, type and frequency of freight usage of the tracks adjacent o the handreds of
platforms served by Amtrak is a ime-consuming and difficult task, which is further complicated by the
fact that most station platforms are not owned by Amtrak, and therefore, the designs for those platforms
must be approved by a third party. Nonetheloss, Amirak is doing everything it can to make the necessary
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changes fo the ASDP as expeditiously s possible and, o the extent that those changes have already been
made or are in process, they are described below.

After the promulgation of the Rule, Amtrak instituted a policy in January 2012 to minimize the use of
station-based mobile lifts af stations with annual ridership above 7,500. While the Rule permits station-
based mobile lifts as one of several acceptable alternatives to level boarding where a platform is adjacent
to a track that is shared with freight rail operations, it also establishes a mandatory performance standard
for any boarding option that is chosen. Specifically, individuals with disabilities, including individuals
who use wheelchairs, must have access to all ace
and service to those individoals must be provided in an “integrated, safe, timely and reliable manper.”
Although this standard can be met through the use of station-based mobile lifts (and, indeed, Amtrak still
plans to use that boarding option at many stations), Amtrak has decided that, consistent with the letter and
spirit of the Rule, it will simultancously pursue other boarding alternatives to the extent practicable.
Althongh there has been insufficient time to develop and approve a specific design, this boarding
alternative will Tikely involve some type of setback platform to mect the floor height of the majority of the
trains that serve a station.

ible cars available to passengers without disabilities,

Amtrak intends to prioritize work at those stations with fewer than 7,500 boardings and alightings
annually since the work at these stations will remain largely unchanged from the plans that were in place
before the Rule and subsequent guidance were issued. For the vast majority of the stations in this group
that share their tracks with freight raffic, Jevel boarding is not required. We will be proceeding with
station-based mobile lifts at these stations upon confivming the freight usage details. To continue to make
significant progress, the design work for 108 stations that fit this description is proceeding.”

Design work is also progressing at twenty additional stations that have been identified as passenger-only
stations, which regaire level boarding per the Rule.” Some of these stations already have level boarding
platforms, and Amiralk’s intent i3 to ensure that all the other elements in the station meet the applicable

standards. Stations on this list, which includes seven of the top 25 busiest stations on the Amtrak systers

‘ See Appendix 2 for a list of the 108 stations in the ASDP that fall below the 7,500 ridership threshold in FYIL
* See Appendix 3 for a list of the 20 stations currently in design served only by passenger trains that sither dow’t
already have level boarding or are in need of other accessibility improvements.
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will go out for bid between October 2012 and August 2013, pending approval by the host railroads in
some cases, and/or availability of sufficient labor. Amtrak is in the process of tryfug to identify which
other platforms at which stations will have to be made into Jevel boarding platforms pursuant to the Ruale
as clarified by the recent guidance documents. As noted above, once that is done, Amirak will need to
seck and obtain approval from the freight railroads that own the relevant tracks and platforms. Since this
is likely to be a time-consuming and difficult process, Amtrak s simultaneously busy ensuring that it
continues to make substantial progress on other less complex work.

Near-Term Work

By the end of this fiscal year, Amtrak expects to have completed 57 additional topographic surveys of
stations and 57 additional ADA assessments to determine ADA compliance and the scope of work
necessary. To date, Amtrak has conducted topographic surveys at 208 stations and ADA assessments at
122 stations.

Our goal is to progress a total of 28 stations to the “issued for bid” milestons in FY 2012, and 10 stations
to the “procurement” milestone, which is the point where construction documents are released for
solicitation to local contractors who will perform the necessary construction work at stations." We expect
to make further progress in FY 2013, with ADA assessments at an additional 35 stations, while an
additional 99 stations are issued for bid. Amtrak also expests in this time frame to have an additional 116
stations progress o the procurement stage.”

Techmical Fssues

The solutions we will be using to address boarding needs at these stations will vary. As noted above,
those stations that have fewer than 7,500 annual boardings and alightings are often positioned in Tocalities
that see substantial amounts of freight traffic. More than 70% of Amtrak’s train-miles are run on tracks
owned by other railroads, and, therefore, approximately 362 of Amtrak’s 500-plus stations are adjacent to
tracks that are shared with freight rail traffic. On these lines, the host railroad typically owas the right-of-

way and sets the rules on the degree to which lineside infrastructure may encroach on the right-of-way,

* See Appendix 4 for a list of the 28 stations fo be issued for bid in FY12.
¥ See Appendix 5 for a list of the 250 wilestones currently pla 1to be d, issued for bid or progressed to the
procurement stage in FY 13 at 124 stations.
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since many freight carriers haul cars that are wider than Amirak coaches. Depending on the railroad and
the situation, the resulting gap between the car and a high level platform could be four feet (or more} in
width. These circumstances present difficulties that must be overcome with sovee feasible solution.
Amtrak is currently working to develop solutions to these problems and plans that will allow us 1o
implement them, where necessary.

In many cases, the solution will be complex — further complicated by the variations in equipment type.
There is no standard coach height; Amuak primarily vses equipment that conforms 1o two broad
categories of design — a single level car capable of discharging passengers at a level 487 sbove the haight
of the rail, and a bilevel car that discharges passengers at 15™ above the level of the rail. The nation’s
commuter fleets have vet other floor helghts, and some Amtrak services use bilevel equipment during
cold weather and single level equipment during warm weather. Furthermore, we have swapped single
fevel equipment for bi-level equipment when we have experienced shortages due 1o wrecks or other
damage. For instance, many stations will need two or possibly three different level boarding solutions
depending upon what equiprent serves the station. All of these variations mean that there is no uniform
fix.

For stations with annuval ridership above 7,500 that do not currently have level boarding, and that will not
be required to have level boarding under the Rule, our new policy is to minimize the use of station-based
mobile lifts. Though 2 final design is not vet in place, the graphics below show examples of setback
platforms that could be designed for stations that are primarily served by bi-level equipment (typically,
though not exclusively in the West) and single-level equipment {typically, though not exclusively in the
East). This type of platform would allow ail of our passengers, including those who use wheeled mobility
devices, to access our trains in the same manuer, without having to use stairs or lifts.
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Figure 1. Set Back Platform Concepts

Left: 75" "setback platform™ designed to serve bilevel or other equipment boarding at 15" above
the rail

Right: 75" “setback platform” designed to serve single level or other equipment boarding at 48"
above the rail

For routes that are currently served by bi-level equi which is designed to discharge passengers onto
platforms that ave 15 above the rail, Amtrak is evaluating various 15™ setback platform options. For 157
platforms, the host freight railroads require the platforms to be “set back” from the rail by 45 5/8” or 507,
leaving a gap between the train and the platform approximately four feet wide. Under these conditions, a
bridgeplate or some other gap-crossing solution must be used to. allow passengers to safely cross the gap
between the setback platform and the car. The same setback requirements exist for platforms that are 487
above the rail, and therefore, a simitar solution wonld be required to serve single-level equipment, which
is designed to discharge passengers onto platforms that are 48 above the rail. In the above examples, the
fength of the proposed setback platforms (75 feet) is approximately ten feet shorter than a-standard
Amtrak car length, making it relatively easy for a train crew to position cars for quick and safe boarding
by passengers,
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Figure 2. Clearance Requirements for Various Freight Carriers, and the Gap Effect on Amtrak
Equipment
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Various solutions ave being carefully studied and are under consideration to bridge the gap that will be
created by the required freight clearances. In developing a solution 1o bridge the gap, Amtrak will work
closely with the disability community and FRA to ensure that we are consulting relevant stakeholders and
providing our passengers with effective and compliant boarding solutions.

To ensure that these communication efforts are effective, Amtrak has contirued its program of quarterly
meetings to update members of our Bosrd, the disebility community, the USDOT, the FRA, and the
United States Access Board staff. We also recently hosted a tour of Washington Union Station for Acoess
Board members, as well as staff from USDOT, which allowed them to see the state of various height
platforms currently serving a variety of equipment types used by MARC, VRE, and Amirak. Current
boarding technigues inctuding level boarding, car-borne lifts, and station-based mobile ifls were also
reviewed,

Conclusion

While the issuance of the Rule and subsequent guidance has oreated new and different challenges o the
program and the organization of the work, the fact that Amtrak had a dedicated cross-departmental group
ted by three executive committee members allowed us to quickly assess and begin to recast our ASDP. In
the coming months, Amtrak expects to continue the ongoing work on designs and strategies to address
fevel boarding and the accompanying gap issue. We will also continue our discussions with the host
freight railroads regarding the critical issues that have been raised by the Rule. 'We will continue to keep
the Administration and Congress lnformed of our progress including highlighting challenges or issues that
arise in connection with our ASDP. Despite changes to our program as a result of the Rule, we are
continuing with our compliance efforts fo the maximum extent feasible and remain dedicated to this most
important task of ensuring that our system is fully accessible to travelers with disabilities.

speerely,

Jog McHugh
ice Presiden
Government s and Corporate Commurications

Attachments
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The Honorable Ray LaHood
Secretary

U.S. Department of Transportation
1200 New Jersey Avenne, 5.E.
Washington, DC 20590

The Honorable John Mica

Chairman

Commitiee on Transportation and
Infrastructure

House of Representatives

2165 Rayburn House Office Building
Washington, DC 20515

The Honorable Jay Rockefeller
Chairman

Committee on Commerce,

Science, and Transportation

United States Senate

254 Russell Senate Office Building
Washington, DC 20510
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The Honorable Jonathan M. Young
Chairman

National Council on Disability
1331 ¥ Street, N.W., Suite 850
Washington, DC 20004

The Honorable Nick Rahall

Ranking Member

Committee on Transportation and
Infrastructure

House of Representatives

2163 Rayburn House Office Building
‘Washington, DC 20515

The Honorable Kay Bailey Hutchison
Ranking Member

Commitiee on Commerce,

Science and Transportation

United States Senate

560 Dirksen Senate Office Building
Washington, DC 20510

Dear Secretary LaHood, Chairmen Rockefeller and Mica and Ranking Members Hutchison and Rahall

and Chairman Young:

As the Amtrak executive responsible for making the stations we serve compliant with the Americans with
Disabilitics Act (ADA), 1 am providing you with this update on our company’s progress in this area. This
fetter focuses on our plans for FY 2013 and includes some of the steps we are taking to increase level
boarding and the challenges we see ahead. Tn our previous report, submitted in May 2012, we detailed
the specific platform requirements that changed as a result of a United States Department of
Transportation Septernber, 2011 rule and the interpretive guidance issued by the Department of
Transportation in March of this vear.

This is a very large, multi-year undertaking that will require significant financial resources and staff time.
The Amtrak Exccutive Committee supports the efforts of Gary Talbot, who is the Amtrak ADA Program
Director. As such, he coordinates the ADA-related efforis of the company across its several departments.
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Tmpact of the New DOT Platfors Rule

In Seprember, 2011, the DOT amended its regulations to require passenger vail providers such ay Armtrak
to ensure, at new and aliered station platforms, that passengers with disabilitics can get on and off any
accessible car of the train, and {o provide level-entry bearding where those platforms are adjacent to
tracks that are used only by passenger vail. Prior to the promulgation of this rule, Amtrak had catalogued
the complex pattern of ownership and responsibility for all stations', built cost estimates for our stations
and developed a program desigaed to bring platforms and other components of those stations into
comphance with the ADA rules and regolations as they then existed, It was immediately apparent that the
new platform rule would requive us to reassess our plans, We did so, and Amirak has prepared a new
comprehensive plan for compliance work that will guide both the near-term work scheduled for FY 2013,
and the longer-term program.

In accordance with the new platform rule, we are required to provide level boarding at all stations where
platforms are adjacent to passenger only rail, regardless of ridership volume. We decided that, consistent
with the spirit of this new platform rule, Amirak would strive to provide some form of fevel boarding at
stations that recorded more than 7,500 passenger boardings and alightings per year. In FY 2011, of the
approximately 390 stations served by Amitrak for which we have some degree of ADA responsibility, 280
stations posted more than 7,500 boardings and alightings while 110 posted fewer than 7,500 boardings
and alightings. 1t should be noted that Amtrak operates different types of equipment for different
services. For example, there are short-distance trains and long-distance trains that have three different
boarding heights and some stations where the same platforms serve multiple types of passenger
equipment.

Amtrak operates a 21,100 mile system, and 20,000 of those miles of track belong to other companies,
principaily freight railroads. Our platforms i these locations are owned primarily by the freight raitroads
but Amtrak typically has the ADA responsibility to ensure they are accessible. The challenge of

! Amtrak serves over SO0 stations: however, we own only 63 of the station structures. Nevertheless, we have at least
partial ADA responsibility for some component (Le,, station structure, platform or parking lot) of approximately 390
stations.
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reconciling the requivements of existing freight raffic with the needs of our passengers makes this a
major task, The DOT has issued subsequent guidance on “existing freight operations™ that clarifies the
requirement and requires a detailed station-by-station evaluation to determine where level boarding is
required. At stations where multiple tracks are available to carry freight — or multiple platforms exist for
passenger loading — a platform-by-platform and track-by-track analysis and subsequent negotiation with
the host railroad will be conducted to determine the proper approach. Finally, FRA approval will be
requived for certain platform designs before Amtrak can proceed with work,

The complexity of the challenge and the seale of the system have created a reguirement for considerable
additional analysis which will result in additional time and higher costs than estimated in 2009,
Nevertheless, Amtrak is commitied to this effort. To reinforce this commitment, on July 2, 2012, Amtrak
President and Chief Executive Officer Joseph Boardman wrote to all employees that “as a public
transportation provider, Amtrak is required to comply with this legi
equipment, facilitics and services used by our passengers are acee:
accordance with applicable regulations. | consider this to be an extremely important and moral

responsibility for this company to embrace and to carry out”.

ation by making sure that the
ible to peopte with disabilities in

FY 2012 Accessible Stations Development Program (ASDP)

Amtrak’s revised program includes a complete master schedule for the stations for which Amtrak has
some degree of responsibility for accessibility. Design and contract work is generally following the
geographic bundling strategy described in previous reports. Projects are bid oul for work as groups to
allow a more cost-effective approach and guicker completion. A project management firm has been

retained to oversee and manage the process.

Aintrak expects to spend approximately $50 million on our Accessible Stations Development Program
(ASDP) in FY 2012, Nearly all of the 110 stations for which Amtrak has some degree of ADA
responsibility and that have fewer than 7,500 boardings or alightings annually are currently in the early
phases (e.g., survey, assessment, design) of the ASDP, and construction is underway at another nine, We
had hoped to complete more stations, but the new platform rule required us to

program, reassess our overall plan and reorder our priorit

pend the then-existing
two contract bundles

and work. The firs

included nine stations, and the major work elements at those stations will be completed in F
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These stations will have low level platforms and will use station-based mobile lifts. The total contract
value is approximately $7.5 million.

Work is also progressing on identifying opportunities to provide level boarding or a solution close to level
boarding at stations that have more than 7,500 boardings and alightings annuvally. Approximately 221 of
Amtrak’s stations with ridership above 7,500 boardings and alightings anmually are served by tracks that
carry freight adjacent to the platform. In most of these cases, the freight carriers set the clearance
requirements at the stations we serve. In some cases, the mandated clearances for high level platforms
would result in gaps of four or more feet between a passenger raifcar and the setback station platforms,
and this complicates the situation considerably. The FRA has requested that we work with the host
railroads to route freight traffic away from platforms, allowing construction of level boarding platforing
rather than setback platforms.

For those situations where level boarding s not feasible due to existing froight traffic, for example,
Amtrak has convened a team to study and propose alternate designs that will satisfy both the requirements
of freight service and the needs of our passengers. Various possibilities such as the use of Hghtweight
bridgeplates that will be sasy for crews o deploy gnickly or mechanical boarding bridges are under study,
and are expected to form part of an eventual sofution set. We are also examining the possibility of
prefabricated and casily deployable platforms and ramps in some locations. We expect to make good
progress on determining the viability of this approach during FY 2013.

FY 2813 Accessible Stations Development Program

While the changes stemming from the new platform rule have necessitated some reevaluation and some
corresponding shifts in our programs and work plans, Amtrak remains committed to the goal stated in our
recent Strategic Plan, of expediting ongolog programs designedto make Amitrak service accessible for all
individuals. We have worked hard to develop a program that will respond to the needs of passengers with
disabilities and ensure that Amtrak complies with the ADA and the applicable Federal regulations. By
the close of FY 2013, we hope to have construction work substantially completed at 19 stations and
construction contracts awarded at an additional 25 stations, six of which will provide {or already provide)
lovel boarding. Among the stations slated for contract award are the Sanford, Florida and Lorton,
Virginia stations which serve more than a quarter of a million dute Train passengers annually. When
complete, these facilities will provide all Aute Train passengers with level boarding platforms at 15 inch
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above top of rail (ATR). We will also commence design at 21 stations, five of which provide {or already
provide) level boarding, All of this activity is in addition to the survey, assessment and design work
already underway at stations throughout the country. In addition, we will be implementing those “special
projects”™ identified on the attached document, inchuding the installation of additional elevators at
Washington Union Station to provide access to tracks 27 and 28. This coming year will be a critical one
for us, as it will be the year in which we develop the experionce and set the pace for coming years, while
establishing a benchmark of useful work and proven solutions.

This is going to be a challenging year, and as we move forward we understand that the tasks we face are
going to require considerable technical ingenuity, support from the freight railroads and other third
partics, and {inancial support. In spite of these challenges, our program is progressing and we expect to
increase our productivity as more stations move out of the design process and into the procurement and
construction phases in the coming year,

The attached supplementary material will provide further details of our planned $80 miltion program for
FY 2013. Amtrak is committed to that program, as we have both a moral responsibility and obligation to
do so.

Governmen Affairs and Corporate Comprunications

Enclosures
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FY 13 Special Project Highlights

Train Car to Platform Gap “Elimination/Mitigation” Project
— Both passenger only and shared use setback platforms
- Design requirement specification developed

-~ Contractor to be selected and contract awarded for design and
prototype of solution(s)

Washington Union Station Engineering Feasibility Study
— Rehabilitation of track 21 and rebuild of platform to 15 inch ATR
— Level boarding platforms for tracks 15/16 and tracks 16/17
» Both platforms built to 48 inch ATR
Washington Union Station elevator design
— Track 27/28 platform, currently has no elevator
Passenger Information and Display System (PIDS)
— National program to be developed
— ASDP Initiatives (5 stations)

Wilmington Station Elevator Study
- Engineering feasibility study for redundant elevator
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The Honorable Ray LaHood The Honorable Jonathan M. Young

Secretary Chairman

U.S. Department of Transportation National Council on Disability

1200 New Jersey Avenue, 8.E. 1331 F Steeet, NLW,, Suite 850

Washington, DC 20590 Washington, DC 20004

The Honorable John Mice The Honorable Nick Rahall

Chairman Ranking Member

Commitiee on Transportation and Committee on Transportation aud
Infrastructure Infrastructure

2163 Rayburn House Office Building 2163 Rayburn House Office Building

Washington, DC 20515 Washington, DC 20515

The Honorable Jay Rockefeller The Honorable Kay Bailey Hutchison

Chairman Ranking Member

Commitiee on Commerce, Science, Conumitiee on Comnterce, Science,
and Transportation and Transportation

United States Senafe United States Senate

254 Russell Senate Office Building 360 Dirksen Senate Office Building

Washington, DC 20510 Washington, DC 20510

Dear Secrctary LaHood, Chairmen Rockefeller and Mica and Ranking Members Hutchison and Rahall,
and Chairman Young:

As the Amtrak executive chairing the company’s exscutive steering commities which directs our program
task force to bring the stations Amirak serves into compliance with the Americans with Disabitities Act, 1
am pleased to provide you this update on our progress. Amirak experienced record riclership in FY 2012,
including among vur passengers with disabilities. This fetter focuses on summarizing the work we
accomplished in I'Y 2012, and provides a brief outline of our plans for advancing compliance work st
some of our stations in FY 2013, Also discussed are our plans for a gap mitigation solution, which have
advanced since we submitted our last report,

Amirak is very proud of the service we provide to passengers with disabilities. While Amirak ridership as
awhole grew by 3.53% between FY 2011 and FY 2012, by every available measure, the number of
passengers with disabilities who chose Amtrak rose at a disproportionately higher rate. The recorded

number of passengers with disabilities rose by 16.8% in FY 2012, s increase, which is measured in
terms of the number of passengers applying for the discounts Amtrak offers to passengers with
disabilities, probably reflects both the improvements Amtrak has made in our Amtrak.comy booking
system, as well as customer choice.
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Fiseal Year 2012 Progress

decessible Stenions Development Program (4SDP)

By the end of FY 2012, as part of our Accessible Stations Development Program (ASDP), construction
work was underway at a total of nine stations, all of which ave located in California. Work included
internal and external station improvements. Work at the following stations is expected to be complete by
the end of calendar year 2012

Auburn Guadalupe
Berkeley Lompoe-Swrf
Turlock-Denair San Luis Obispo

I addition to the construction at the stations mentioned above, we finished the designs for another 11
stations and are progressing the designs for an additional 33 stations. We also continue to review all
stations and identify any that are required to be level boarding per the September, 2011 DOT level
boarding rule. In addition, for stations where we have not provided level boarding per the new DO rule,
we have submitted station narvatives to the Federal Railroad Administration (a total of 24) for review and
have so far received approval for 15 of them. The attached chart outlines this work.

Washington Union Station Elevator Additions

Our FY 2012 capital program also includes some projects that will improve accessibility even though
they are not components of the program outlined above. One such project is nstallation of an elevator
that will provide access to lower-level station tracks in Washington Union Station, In addition to the
stub-end tracks at the concourse level that are generally used today for Aveln, Northeast Regioriad trains
and MARC commuter trains, the station includes several “through tracks” that pass through the station
and leave it via a tunnel that comects the station to the CSX-owned lines leading across the Potomac
River. These lower-level racks in the station are used by many MARC tiains, by the VRE frains, and by
the Amtrak trains that sevve Virginia and points south, These tracks are served by three island platforms,
all of them accessible from the station via stairs or escalator, but one platform currently lacks an elevator,
To remedy this deficiency, Amtrak is currently working to design and build an elevator that can be
installed In the narrow space at the sonth end of the platform. s project s currently at the design stage.
Similar work has been advanced in several other stations where state of good repair needs afforded us the
opportunity to address an accessibility or ADA compliance need. At New York Penn Station, for
example, the rebuilding of the ticket counters allowed us 1o mprove ticket window aceessibility
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{including the installation of lnduction loop technology for people who use hearing aids), while a
rebuilding of the parking lot st Bulfalo-Depew Station in New York afforded us an opportunity to
improve the parking and accessible paths through the parking area.

New Platform Design Policy

As discussed in our August 2012 update to Congress, Amtrak has adopted a platform design policy that
affinms its commitinent not only to satisfying the legal requirements for those platforms for which it has
fegal responsibility, but also to the goal of enabling us close to independent access as possible for all
Amtrak passengers who board and alight our trains, including passengers with disabilitles. In addition to
implementing the USDOT 2011 Level Boarding Rule, the new policy states that Amtrak intends to
minimize the use of station-based mobile lifts and aggressively pursue more integrated boarding solutions
at stattons where ridership was greater than 7,500 annual boardings/alightings in FY 2011, This puliey
wag put into place in FY 2012 at about the same time coustruction was progressing on the nine California
stations,

Most of the boarding platforms at stations with ridership above 7,500/vear are directly adjacent to tracks
that are used by both passenger and freight railears. Freight railears often have wider loads andfor
clearance envelopes than Amtrak’s passenger railcars, which means that where there is freight traffic on
the track adjacent to a platform and the platform is built higher than 8 inches above top of rall (ATR), the
platform likely needs to be further sot back from the centerline of the track, creating a larger horizontal
gap between the edge of the passenger railcar and the boarding platforny. This targer horizontal gap
precludes a full-length level boarding platform as defined by the applicable regulations {and the DOT rule
does not require full-length level boarding platforms at these stations). In order fo provide a compliant
boarding solution as defined by the ADA and one that meets Amtrak’s goal of enabling as closu to
independent access as possible, Amtrak must develop a solution that eliminates/mitigates this gap
between Amtrak’s passenger railcar floor and the boarding platform.

This challenge is complex and has several facets. At all boarding platforms where passengers
board/alight Amtrak’s passenger railears, a gap is prosent to allow a ratlear to safely pass a boarding
platform. The gap often has both vertical and horizontal dimensions. The gap can vary depending on
many factors including but not Himited 1o railear Roor height, railcar width, railear foad, natural wear of
the railear, type and height of boarding platform, presence of freight traffic on the tracks adjacent to the
boarding platform, curvature of tracks, “super elevation” of one rail (usually within a curve), type of track
construction, and maintenanee folerances,
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Amtrak’s passenger ratlears’ floor is designed to be either level with or slightly higher than the height of
the boarding platform, however, some instances do exist where the passenger railear floor is lower than
the height of the boarding platform. The vertical dimension of the gap can vange from a negative value
{passenger railear floor height is below the borrding platform) to several feet positive {passenger rallcar
floor height is above the boarding platform). The vertical gap can exceed 31 inches in height depending
on the type of equipment used and the height of the boarding platform,

The borizonial gap varies in large part due to the width of Amtrak’s passenger railears served at a specific
boarding platform and whether freight traffic Is present divectly adjacent to the boarding platform. As
deseribed i more detail in the August, 2012 letter, the cleavance envelope for freight traffic is dictated by
the host railroad and its needs based on the width of the freight railears and its loads, which pass on the
teacks adjacent to a given boarding platform. As the height of the boarding platform bs increased, the host
railroad will generally increase the clearance required to the boarding platform to ensure its wider fieight
toads will be able to clear the higher boarding platform. This increased clearance creates a much larger
horizontal gap between Amtrak’s passenger railear floor and the leading edge of the boarding platform
than what would be experienced if the boarding platform were adjacent to passenger-only tracks. As
noted above, freight railears and their loads are often wider than passenger railcars and any narrowing of
the clearance envelope could negatively impact the host railroads’ ability to move freight adjacent to a
given boarding platform. This preservation of wider clearances creates the horizontal gap Amtrak aims to
address.

As noted above, Amtrak has adopted a policy that seeks to expand level boarding or level-boarding type
solutions; the policy provides, “It is Amtrak’s intent to minimize the use of station-based mobile lifts at
stations with more than 7,500 annual boardings/alightings, and aggressively pursue more integrated
boarding solutions at such stations whenever practicable.” By agreeing to pursue a move integrated
boarding solution at locations that have freight traffic directly adjacent to a boarding platform, the new
higher height boarding platforms (both 15 inch ATR and 48 inch ATR) will likely have to be set back 4
considerable distance from the centertine of the track, due to the required freight clearances. This set
back distance creates a much wicder horizontal gap between the passenger railcar floor and the jeading
edge of the boarding platform. In some cases, the hovizontal distance may be greater than 4 feet,

Platform Gap to Train Equipment Solution Is the Critical Fivst Step

It is Amtrak’s goal to develop a solution(s) to eliminate/mitigate the gap that exists between u passenger
railcar and the boarding platform, The gap elimination/mitigation solution selected shall provide
seamless level boarding that enables all passengers to board/alight Amtrak’s passenger railcars, inchuding
passengers who use wheeled mobility devices and passengers whe choose to avoid climbing up/down the
onhoard stairs.
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A request for proposals has been sent out to the engineering industry to design and build a prototype
system that can be used to bridge these gaps. We will be reissuing a request for proposals as we received
limited response on the initial bid. We are hopeful that a number of proposals will come back on the
second solicitation so that the winning proposal can become the basis for the gap mitigation solution at
many of Amtrak’s stations. Amirak expects to begin work on a prototype solution during calendar year
2013,

Passenger Information Display Sysiem

Work has continued on our Passenger Information Display System (PIDS), which is instrumental in
providing train status and general information to the traveling public in stations and on platforms,
including passengers with hearing and visval disabilities. The pilot PIDS program, which began in 2008,
allowed us to develop a proof of concept solution and signage standards, Prototype systems were
installed at Aberdeen, Baltimore, and New Carrollton, Maryland, During FY 2010 and FY 2011, after
experimentation and evaluation, train information signs at Washington, DC were updated to reflect the
ADA-compliant ook and feel of the prototype solution and the full PIDS system was installed at the
newly restored station in Wilmington, Delaware. The intevior of the Rochester, NY station had train
information and visual messaging signs installed. In FY 2012, full PIDS installations were completed at
Sacramento and the new station in Bloomington-Normal, Hlinois. Other progress was made in FY 2012
in partnership with various States: design work was undertaken for New Haven, Connecticut and fourteen
other stations (9 of which were funded by » grant from North Carolina DOT), Five additional stations
were slated for installation, but the projects were placed on hold pending funding availabitity.

Amtrak.con aceessibility improvements

We have also made improvements to Amtrak.com, Passengers ave now able to book accessible space and
apply rail fare discounts for passengers with disabitities at Amtrak.com (in addition to the previously
available options for making such reservations, by phone or in stations). This new capability was made
publicly available starting in the first quarter of FY 2012, Prior to 2012, passengers with disabilities
could book ouline, but were required to contact au Amtrak call center by telephone to apply for the
discount or to make any special service requests (SSRs). The availability of a new booking path has
made it easier for passengers with disabilities to obtain such service requests, and the quantity of
reservations for passengers with disabilities nearly tripled from FY 2011 to FY 2012,

FY 2013 Program Plan
For the past couple of years, increasing rovenues have meant that we have been able to reinvest those

dollars in needed capital projects. While Federal capital support has remained strong, reductions i
Federal operaling support (combined with unique circinstances such as the purchase of new single level



90

FENIGte i 2 AN 24

The Honorable Ray Lahood

The Honorable Jonathan M. Young
The Honorable John Mica

The Honorable Nick Rahall
The Honorable Jay Rockelelier
The Honorable Ray Bailey Hotchis
December 26, 2012

Page 6

long distance cars) have forced Amtrak to reassess our budgetary plans for FY 2013, with virtually all key
programs taking substantial funding reductions.

To thatend, the overall capital funding available for Amitrak’s Engineering Depurtiment has fallen from
$730 million in FY 2011 to $308 million in FY 2012, and then to $290 millien in FY 2013, While capital
budgets have been trimmed significantly across the company, Amirak has worked to keep the FY 2013
budget for ADA work at the FY 2012 level; this will, in practice, entail a reduction from the planned
amount of $80 million to & minimum of $50 million. Congress has not finalized the FY 2013
appropriations and, while we are currently operating under a continuing resolution for FY 2012, we
continue to progress increasing accessibility at a number of stations and across the Amtrak system as a
significant portion of our capital budget,

At this funding level, we will support completion of the construction work begun in 2012 on the nine
stations in California that are mentioned earlier. Construction work is slated to begin at the following
fourteen additional stations:

Lorton, VA Randoiph, VT
Prince, WV St Albans, VT
Staunton, VA Waterbury, VT
White Sulphur Springs, WV Whitehall, NY
Amsterdam, NY Dyer, IN

Fort Ticonderoga, NY Gilman, I
Port Kent, NY Rensselaer, IN

This work is planned and the bundled constroction contracts are in the process of bidding for 11 of these
stations, The remaining stations are planned to go to bid by March 2013, Also, during FY 2013, design
work will be progressing at an additional 66 stations.

In FY 2013, Amirak will work towards finalizing a national, standard PIDS solution that will serve as the
template for installation nationwide concurrent with PIDS projects owr state partners have requested. In
addition, PTDS implementation projects are planned at St. Paul in Minnesola and Dearborn station in
Michigan,

Conclusion
While the Accessible Stations Development Program is proceeding at an amount lower than originally

forecast, the work that is completed fn FY 2013 will materially advance the process of ensuring
compliance. The attached chart putlines accessibility work completed in FY 2012 and budgeted for



91

The Honorabde Ray Lahood

The Honorable Jonathan M. Young
The Honorable John Mica

Thie Honorable Nick Rakall

The Honorable Jay Rockefelier

The Honorable Kay Bailey Hutchison
December 26, 2012

Page 7

FY 2013, Ultimately, our budget for accessibility work is a part of owr capital budget and funded by
Congress. The final decision of what amount we can spend on our FY 2013 program will be decided
shen the FY 2013 Transportation, Housing, and Urban Development appropriations bill is finalized us
tawe, For FY 2013, we developed a plan in excess of $50 million but until we know what our FY 2013
funding sill be, we can only commit to about the same amount as we spent last year.

We have accomplished most of the preliminary milestones required for an offort of this scale and scopeé.
We have set the standards, created the necessary design work, partnered with the freight railroads, Tocal
organizations and Federal and state authorities to ensure a due respect for the historical fabric of our
stations and the communities they serve. We will make significant progress in 2013, and the work that
we have done to date has laid the groundwork for what we expect will be an even larger and more
successiul effort in 2014,

Our next update will be i conjurnction with our FY 2014 Grant and Legislative Request, which will be
submitted in Febraary, along with our Five Year Flnancial Plan and owr FY 2014 Budget. We remain
wholcheartedly commitied to the goal of making svre our stations and our system are accessible to ali
Americans. [am proud of the work we are doing fo increase accessibility and bring work to communities
across the nation,

Sincerely,

(b

25

Vide Pyesident y
Govermuent dfiairy and Cofpojate Communivations

Enclosure(s)
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FY12 ASDP Update

Design and Construction Work Gomplated-in Fiscal Year 2012

“ Station
4 1 Auburn, GA
2 Berkeley, CA 2 Berkeley, CA
3 Guadalupe, CA 3 Guadalupe; CA
4 Lompoc-Surf, CA 4 ,om;gkoc&urf, CA
: Needles, CA 5 Needles, CA

- Redding, CA 8 Redding. CA

- 8an Luis Obispo, CA 7 San Luis Obispo, CA
8 Stockion, CA 8 Stocklon (San-Joaquin 8L}, CA
g Turklock - Denair, CA 8 Turdoek-Denalr, CA .

Gilman, IL

Dyer, IN

| :Michigan City, IN

Rensselger, IN

Amsterdam, NY {interior only}

Statios :
Guadalupe, CA

| Port Kent; NY

Lompoc-Surf, CA

-Ticonderoga, NY

Nepdlgs; CA

Whitehall, NY

-Redding, CA

Randolph, VT

StAlbans, VT

terbury,

San Luis Obispo, CA
Stocklon, CA

Auburn, CA

Berkeley CA

| Turlock-Denair, CA
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FY13 ASDP Update

Design and Construction Work Profocted for Fiscal Year 2013

Al S _ Stalio)
Wilinington, DE * Anniston, Al Gliman, i
‘Lafavette, LA Williams Junetion, AZ Oyer, IN
Lake: Charles, LA Winslow, AZ Rengselaer, iN

4. 1 Butlington, 1A Yuma, AZ Amsterdam, NY {station interior only)
5 Baltimore, MD * Barstaw, CA Port Kent, NY
‘New Carrolton, MD* Outario, CA Ticonderoga, NY
BWI * Palm Springs; CA Whitehall, NY
Claremont, NH Parmona, CA Lorton, VA ™
“Port Henwy NY. Victorvilla, CA Staunton, VA
10..1-Rouses. Point; NY Jacksonville, FL > Randolph, /T
111 Westport NY Okegchobes, FL StoAlbans, VT
12 1 Algine, TX 2 Sanford, FL.** ¥ Waterbury, VT
137 |- Begumont, TX 43 | Tampa, FL* 13 1 Pringe, WV
141 Cleburne;, TX 14| Gainegville, GA White Sulphur Sn
15} - Del Rio; TX 45 | Savannah, GA*
16} Longview, TX 18 1. Sandpoint 1D
17...1 MeGregor, TX 17 | PortHuron, M
18. -] Mineola, TX B Detroit Lakes, MN
18 v Taylor, TX 9 | Staples M Dyer IN
20 {-Helper, UT Browning, MT Gitman, 1L
211 Prove, UT Gut Bank, MT Liorton, VA **
Baliow Falls, VT 2 Glasgow, MT 4 Staunton, VA
Castiston, VT Libby, MT 5 Prince, WV
NMontpelier, VT 4 Malta, MT White: Sulphur Sp
VI 25 | West Glacier, MT
28. | Wolt Point, MT
27 1 Devils Lake, ND
28 | Rugby, ND 1 Station
29 | Stanley, ND Guadalupe, CA
Elke; NV Lompoc-Surl GA
Alllance, OH Nagdies, CA
- Bryan, OH 4 Redding, CA
Elyria, OH San Luls Obispo, CA
4 Connelisviie, PA Stockion, CGA
Harrisburg, PA Rensselaer, IN
Huntingdon, PA 8 Amsierdanmy, NY (stafion inferior oni
Lancaster, PA ¥ g Porl Kent, NY
38 North Philadelphia, PA* 18 Ticonderoga, NY
39 | Phil PA* 11 i NY
40 | Camden, 8C 12 v VT
41 1 Denmark, SC 13 | Rendoloh, VT
42 | Lorton , VA ™ 14. 1 8t Albans, VT
Legend 43 Btaunion , VA
bold} [Denctes Level Boardin 44 | Prince, WV
* - {High Level (48 ch ATR

**HowLavel (15 inch ATR)

White: Stilphur Sp
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Good Morning Chairman Mica, Ranking Member Rahall, and Members of the
Committee:

Thank you for the opportunity to discuss some of our recent report recommendations
and the actions that Amtrak has taken in response. Over the last 2% years, we have
issued 39 reports on a wide variety of Amtrak programs and activities (see appendix).

Today, in line with the hearing’s focus on Amtrak’s ongoing structural reorganization,
my testimony will center on reports related to improving Amtrak’s operational and
financial performance and the actions Amtrak has taken in response to them. The
reports contribute to one of Amtrak’s strategic goals—achieving financial and
organizational excellence.

Before I address those reports, however, it is important to note that over the last couple
of years, the Board of Directors and Amtrak management have taken several steps to
improve Amtrak’s operational, financial, and customer-service performance. The Board
of Directors plays a key role in ensuring that the company accomplishes the goals
established in the Passenger Rail Investment and Improvement Act of 2008 (PRITA) in
an efficient and effective manner. The Board now has seven of the nine members
authorized by PRIIA. The Amtrak Board of Directors has also now been able to
reconstitute two important Board committees: the Audit and Finance Committee and
the Personnel Committee. The two reconstituted committees have provided the
process and structure to help the Board conduct oversight and ensure that management
is held accountable for instituting disciplined processes and achieving financial and
operational goals. With this structure, the Board now has greater capacity to fulfill its
governance responsibilities over Amtrak programs and operations.

Similarly, examples of key actions by management include Amtrak’s development of
the 2011-2015 Sirategic Plan that was issued in November 2011. Amtrak notes that the
plan provides a comprehensive roadmap for evolving Amtrak into a company more
focused on the bottom line, and whose employees’ roles and efforts are in sync with
common goals. The plan sets forth (1) Amtrak’s vision, values, and leadership
philosophy; (2) factors that could affect goal achievement; (3) corporate strategies; and
(4) business line strategic plans. The organizational realignment initiative that is the
focus of today’s hearing is directly linked to the implementation of Amtrak’s strategic
plan. Other key management actions include hiring senior executives to lead
improvements in human capital management and information technology.
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The company is in the early stages of implementing many of these initiatives. Our
recent work shows that sustaining and effectively implementing these initiatives has
the potential to significantly reduce Amtrak’s reliance on federal support. Using a risk
management approach to improve management controls is also needed to help Amtrak
focus on improving financial results. The reports and recommendations I will discuss
today support and/or complement, and in some cases were a catalyst, for the
management improvement initiatives that the Board of Directors and the company
have undertaken.

RECOMMENDATIONS HAVE SUPPORTED AND
COMPLEMENTED IMPROVEMENT INITIATIVES

Overall, Amtrak has generally taken positive action on our recommendations; the
company has implemented many of them, and is in the process of addressing others.

Summarized below are our key recommendations addressing the areas of governance,

human capital management, information technology management, and train operations
[e) <

and business management.

Governance

Office of Inspector General (OIG) governance work has focused on enhancing the
stewardship of company resources by evaluating senior leadership’s processes,
policies, and activities to identify areas in which corporate risk can be reduced and
governance can be improved. Our key recent reports on governance have addressed
strategic planning and enterprise risk management. As summarized below, our
recommendations were agreed to by the company and the recommendations on the
strategic plan have been implemented; the risk management recommendations are in
the process of being addressed.

¢ The need for Amirak to have a meaningful strategic plan was first identified in a 2005
report issued by the Government Accountability Office.! Our August 2010 report
found that although Amitrak had made various attempts to develop a strategic plan,
none were successful.? We also found that developing a strategic plan could assist
Amtrak’s leadership in effectively aligning organizational efforts around a single
vision and ensuring the effective use of resources. In summary, we recommended

! Amtrak Management: Systemic Problems Require Actions to Improve Efficiency, Effectiveness, and
Accountability (GAO-06-145, October 2005).
2 Amibrak’s Strategic Planning (Evaluation Report E-10-01, August 17, 2010).
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that Amtrak develop a strategic plan utilizing a strategic planning process that
incorporated the key elements of effective strategic planning. Amtrak agreed, and the
plan was issued in November 2010.

» Amtrak’s Board of Directors, in March 2011, requested that we review and report on
Amitrak’s corporate risk management framework and risk management processes.
The Board stated that it wanted to better understand the company’s approach to
managing risks. Specifically, the Board stated its belief that a risk management
framework and process were critical governance practices that help private- and
public-sector organizations provide assurance that financial, operational, and
regulatory risks are understood and appropriately mitigated. The Board also
recognized that operational and regulatory risks must be controlled and that a
disciplined process must be in place to manage all significant risks that the company
faces.

Our work showed that Amtrak did not have a formal, coordinated, systematic
enterprise-wide framework for identifying, analyzing, and managing risk.? The
company also lacks a sound system of management controls that encompasses
policies, processes, people, and technology, and serves the needs of all stakeholders
by directing and controlling activities with good business savvy, objectivity,
accountability, and integrity. For too many programs at Amtrak, sound control
systems do not exist; we believe that this is a systemic issue that needs to be
strategically addressed on a company-wide basis as part of a risk management
process.

Amtrak senior executives agreed with the need to improve their risk management
practices. The company then took initial steps toward addressing this issue by
committing, in the 20112015 Strategic Plan, to establishing an enterprise risk
management (ERM) framework based on industry best practices. In summary, we
recommended that, in the long term, the Board of Directors and Amtrak’s President
and CEO take action to develop and implement an ERM process for the entire
organization, to include the Board. The Board Chairman and the President and CEQ
stated that it is imperative that the Board discuss our recommendations with an
answer to the time, resources, and priority needed to make such a commitment. They
said that once the Board has had an opportunity to understand the commitment this
will take, guidance will be provided to management, and the company will provide
the OIG with more detailed information about Amtrak’s plan to implement

? Amtrak Corporate Governance: Implementing a Risk Management Framework is Essential to Achieving Amirak’s
Strategic Goals (O1G-A-2012-007, March 30, 2012).
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enterprise risk management. We have discussed our views on the way forward with
the Board and understand that the Board is in the process of determining how to
address a risk management framework issue.

Human Capital Management

Amtrak employs approximately 18,000 agreement-covered (union) employees and
approximately 3,000 non-agreement-covered (management) employees located
throughout the United States. Our work has focused on identifying opportunities for
Amtrak to improve the efficiency and effectiveness of its human capital management
policies and practices.

¢ Starting in 2009, we have issued a series of reports on human capital management to
include training and employee development. Qur most recent report (July 2011)
found that only limited progress had been made in implementing our prior
recommendations.* As a result, Amtrak was continuing to suffer from outdated
human capital management, training, and employee development processes that
hindered its ability to perform effectively. In addition, Amtrak was increasingly at
risk of encountering skills shortages as highly experienced, long- time employees
retire.

In summary, we recommended and Amtrak’s President and CEO agreed to (1) make
improved human capital management, training, and employee development an
Amtrak priority; and (2) direct the Chief Human Capital Officer to revise the Human
Capital Action Plan to include actions that are responsive to our recommendations
and with reasonable implementation time frames. A new Chief Human Capital
Officer has been hired, and he has developed and is implementing an action plan to
address our findings and recommendations.

Information Technology Management

Passenger railroad businesses are labor- and capital-intensive; they rely increasingly
on modern information technology to improve labor and asset productivity and
deliver safe and reliable customer service. Our recent work in this area has included a
series of reports on the implementation of the Strategic Asset Management program.
The company has generally agreed with our recommendations; it has implemented
some and is in the process of implementing others. Most significantly, however, it did

* Human Capital Management: Lack of Priority Has Slowed Ol G-Recommended Actions to Improve Human Capital
Management, Training, and Employee Development Practices (E-11-04, July 8, 201 1).
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not agree with our recommendation to perform more testing before deploying a new
major system.

* Over the last couple of years we have issued several reports on Amtrak’s Strategic
Asset Management program.® The program is one of Amtrak’s highest-cost and most
significant information technology enhancement efforts. At an estimated cost of more
than $193 million, this program is expected to help Amtrak transform and improve
key business areas; implement best practices; integrate business processes; and
provide timely information for financial reporting, management decision-making,
and the optimization of financial and operational performance. Amtrak agreed with
and is implementing recommendations for improving system controls and other
programmatic weaknesses. Yet one area in which Amtrak did not agree with our
recommendation was the need for more testing prior to deploying the system.

In our May 2012 follow-up report, we pointed out that although program managers
anticipated a certain level of implementation issues, the number, significance, cost,
and time needed to address them have all been greater than anticipated. The fact that
significant issues continue to surface indicates that the system is not yet stable. As a
result, the company was still dealing with adverse effects on business operations and
financial performance some 17 months after deployment.

Train Operations and Business Management

Amtrak operates over 300 daily trains on over 21,000 miles of rails. It serves 528 stations
in 46 states, 3 Canadian provinces, and the District of Columbia. Our key reports in the
area of train operations and business management have addressed mechanical
maintenance, food and beverage service, the Americans with Disabilities Act (ADA),
and a series of reports on incentive and service payments to host railroads. In general,
the company has been responsive to our recommendations in the food and beverage
and invoice-review areas. However, in the area of mechanical maintenance and ADA,
implementation actions are in process.

S Strategic Asset Management Program: Opportunities to Improve Implementation and Lessons Learned {O1G-E-
2012-012, May 31, 2012), Strategic Asset Management Program: Further Actions Should be Taken to Reduce
Business Disruption Risk (001-2011, June 2, 2011), and Strategic Asset Management Program Controls Design Is
Generally Sound, But Improvements Can Be Made (105-2010, January 14, 2011).
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» In May 2012 we reported that Amtrak had made significant progress in improving its
mechanical maintenance processes and procedures since our 2005 report on this
issue.f However, our work also showed that improvements in equipment
performance have been uneven. Acela, which represents about 10 percent of
Amtrak’s total fleet of equipment and was the first fleet to employ reliability-centered
maintenance, has seen significant improvements in reliability and availability. These
improved maintenance results have allowed Amtrak to deploy two additional Acela
trainsets, generating over $50 million in additional revenue since the trains were put
into service.

In contrast, availability and reliability have remairied the same or declined slightly
for the remainder of Amtrak’s equipment. Compared with Acela’s trainset
availability improvement of 14 percent, the availability of the rest of Amtrak’s
equipment has stayed roughly the same; and compared with Acela’s reliability
improvement of 11 percent, the rest of Amtrak’s equipment is, on average, less
reliable than before.

If the availability of the conventional fleets were improved to the level of the Acela
equipment, Amtrak could provide the same level of service with over 120 fewer
conventional cars and 45 fewer conventional locomotives than presently required.
Based on the estimates in Amtrak’s Fleef Strategy,” we calculated that this would save
Amtrak almost $600 million in fleet procurement costs over the next 15 years.®

In summary, we recommended that the Vice President, Operations, adopt the Acela
maintenance practices for improving the performance of Amtrak’s conventional fleet.
These practices are in the process of being implemented.

» We have issued two recent reports on Amtrak’s food and beverage program. Over
the last 6 years, Amtrak’s food and beverage service has incurred a direct operating
loss of over $526 million. Losses in food and beverage have been a long-standing
issue, requiring federal subsidies to support food and beverage operations. The
company has agreed with our recommendations in this area.

& Mechanical Maintenance: Improved Practices Have Significantly Enhanced Acela Equipment Performance and
Could Benefit Performance of Equipment Company-wide (O1G-E-2012-008, May 21, 2012).

7 Amitrak Fleet Strategy (Version 2), February 2011.

$ These savings do not account for any additional costs potentially required to achieve this improved
level of equipment availability.
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In a September 2012 report,® we identified two areas in which food and beverage
program management could be improved—accountability for program results and
program-wide planning. We believe these management weaknesses stemmed from a
fragmented program management structure. Specifically, food and beverage
activities were being carried out by two departments. The Marketing and Product
Development Department managed commissary and support operations, while the
Transportation Department managed on-board service personnel and their activities
were not well-coordinated.

On July 19, 2012, the Vice President, Operations, announced the establishment of a
Chief of Customer Service position within the Transportation Department. The Vice
President later stated that the Chief of Customer Service would have accountability
for improving Amtrak’s food and beverage service program. Marketing and Product
Development’s food and beverage service activities were transferred to Operations
on October 1, 2012,

Further, Amtrak has taken action or has plans to address the three recommendations
contained in our June 2011 report.” First, as recommended, Amtrak has established a
loss-prevention unit and has plans to develop an internal control action plan. Second,
Amtrak’s President and CEO, as we recommended, has agreed that Amtrak will
conduct a test of cashless sales. Finally, also as recommended, the Vice President,
Operations, agreed that Amtrak will develop a 5-year plan for reducing its direct
operating losses.

ADA became law in 1990 and required that intercity rail stations be made accessible
to persons with disabilities by July 31, 2010. There are 482 Amtrak-served stations
that are required to be ADA-compliant. Since 1990, Amtrak had made limited
progress in making the stations it serves ADA-compliant.

Our September 2011 report showed that while Amtrak had developed an October
2010 updated plan for ADA compliance, gaps continued to exist."! The underlying
cause of the limited program progress and planning weaknesses had been the
program’s fragmented management and lack of accountability for results. Seven
departments were involved in program management, with no one office or official

9 Food and Beverage Service: Initiatives to Help Reduce Divect Operating Losses Can Be Enhanced by Overall Plan
(OIG-A-2012-020, September 7, 2012).

' Good and Beverage Service: Further Actions Needed to Address Revenue Losses Due to Control Weaknesses and
Gaps, Report No. E-11-03, June 23, 2011

W Americans with Disabilities Act: Leadership Needed to Flelp Ensure That Stations Served by Amtrak Are
Compliant Report No. 109-2010, September 29, 2011).
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held accountable for results.

In summary, we recommended that Amtrak address the program’s fragmented
management structure and lack of accountability for results, weaknesses in program
cost estimates, and gaps in the ADA-compliance plan. Amtrak generally agreed with
our recommendations and said that the final decision for programmatic
responsibility will be reevaluated as the corporation is aligned with its soon to be
released strategic plan.

¢ Since 1995, we have issued a series of reports identifying more than $83 million in
overpayments on inaccurate invoices from host railroads. These inaccurate invoices
for on-time-incentive payments and services went undetected because of weaknesses
in Amtrak’s invoice-review processes.’?

We have recommended that Amirak make needed improvements to the host railroad
invoice administration-review process. Amtrak agreed and in October 2010, the
group responsible for reviewing host railroad monthly invoices and approving them
for payment was moved from the Transportation Department to the Finance
Department, reporting to the Chief Financial Officer. This organizational change was
made in response to the recommendations to provide separation of duties between
the invoice review group and the group responsible for negotiating and preparing
host railroad agreements. Also, over the past year the company has increased staffing
for that unit and developed detailed invoice policy and review procedures. These
actions should facilitate complete and thorough invoice reviews prior to payment.
Also, the company recently entered into a settlement that provided Amtrak with
about $24 million in credits and cash payments.

In conclusion, the keys to improving the efficiency and effectiveness of Amtrak’s
operations and service are (1) sustaining and fully implementing its ongoing strategic
initiatives and (2) continuing to develop and implement new initiatives, including a risk
management framework to continuously improve the efficiency and effectiveness of its
operations. Such a sustained focus should, in turn, reduce the amount of federal funds
that Amtrak needs. In that regard, my office will continue to identify opportunities to
sustain those efforts, follow up on the company’s plans for implementing an enterprise
risk management framework, and identify new improvement opportunities,

2 Amtrak Invoice Review: Undetected Errors Resulted in Overpayments (O1G-A-2012-019, September 3, 2012).
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Mr. Chairman, in closing, I want to thank the Committee for its support of the Amtrak
OIG. This concludes my testimony, and I would be glad to answer any questions that
you or other members of the Committee may have at this time.
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Appendix
Audit and Evaluation Reports Issued Since January 1, 2010

OIG-E-2012-23  Railroad Safety: Amirak is Not Adequately
Addressing Rising Drug and Alcohol Use by September 27,
Employees in Safety-Sensitive Positions 2012

ood and Beverage Service:
Reduce Direct Operating Losses Can Be

OlG-A-2012-
0

OIG-A-2012- On-Time-Performance Incentives: Inaccurate
013 i

0O1G-E-2012-008 Mechanical Maintenance: Improved Practices
Have Significantly Enhanced Acela Equipment
Performance and Could Benefit Performance of
Equipment Company-Wide May 21, 2012

ment: Contr
Use of Temporary Management Assignments

006 Modification Charges for Exténded Indirect
Overhead Costs Not Supported February 17, 2012
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0IG-A-2012- On-Time-Performance Incentives: Inaccurate
004 Invoices Were Paid Due to Weaknesses in
Amtrak's Invoice-Review Process

OIG-A-2012- Incurred-Cost Contract Audit: Bridge
002 Construction Modn‘" cation Settlement

109-2010

P
Needed to Help Ensure That Sta’nons Served September 29,
By Amtrak Are Compliant 2011

Has Slowed OiG-Recommended Actions to
Improve Human Capital Management, Training,

- 908-2010 American Recovery and Reinvestment Act:
Infrastructure Improvements Achieved but Less
than Planned June 22, 2011

001-2011

0g
Actlons Should be Taken To Reduce Business
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gy
A Commendable High-Level Plan That Needs
D Analvsi : .

105-2010 trategic Asset Management Program Controls
Design Is Generally Sound, But Improvements

Can Be Made

504-2009 Incurred Cost Audit: Amtrak’s Track
Replacement and Related Improvements December 22,
Contract 2010

508-2009 Questionable Contract Language Related to
Interest Payable Under Kiewit Contract CO69-
93228 Sounder Preventive Maintenance Track
Replacement and Related Improvements,
Seattle, WA And Kiewit Contract C069-06834
South End Track and Related Improvements December 2, 2010

E-10-01 Amtrak’s Strategic Planning August 17, 2010

406-2005 CSX On-Time Performance Incentives:
Inaccurate Invoices and Lack of Amtrak
Management Review Lead to Overpayments March 30, 2010



107

13

OIG MISSION AND CONTACT INFORMATION

Amtrak OIG’s Mission

The Amtrak OIG's mission is to

¢ conduct and supervise independent and objective
audits, inspections, evaluations, and investigations
relating to Amtrak programs and operations;

s promote economy, effectiveness, and efficiency
within Amtrak;

s prevent and detect fraud, waste, and abuse in
Amtrak’'s programs and operations; and

« review and make recommendations regarding
existing and proposed legislation and regulations
relating to Amtrak’s programs and operations.

Obtaining Copies of OIG
Reports and Testimony

Available at our website: www.amirakoig.gov.

To Report Fraud, Waste,
and Abuse

Report suspicious or illegal activities to the OIG Hotline
{you can remain anonymous):

Web: www.amtrakoig.gov/hotline
Phone:  800-468-5469

Congressional and
Public Affairs

E. Bret Coulson, Senior Director
Congressional and Public Affairs

Mail:  Amtrak OIG
10 G Street, NLE., 3W-300
Washington, DC 20002
Phone:  202-906-4134
Email:  bret.coulson@amirakoig.gov
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REPUBLICAN MEMBER QUESTIONS FOR THE RECORD
To Mr. Ted Alves, Amtrak OIG
Full T&I Committee Hearing — Getting Back on Track:
A Review of Amtrak’s Structural Reorganization
Wednesday, November 28, 2012, 10:00 a.m.

1. Your testimony notes that Amtrak could save almost $600 million in fleet costs
over the next 15 years if your recommendations regarding mechanical
maintenance are adopted for the conventional fleet. Could you further explain
those savings and how you arrived at them?

Yes, as described in our recent report on mechanical maintenance
(OIG-E-2012-008, May 21, 2012), improving the reliability and availability of the
conventional fleets to a comparable level as that achieved with the Acela
trainsets would result in significant financial benefits to Amtrak and significant
passenger experience benefits to its customers. As with Acela, better reliability
and availability would lead to improved on-time performance. Not only would
this directly support Amtrak’s goal to improve customer satisfaction, but
improved on-time performance would also have an impact on increased

ridership and ticket revenue.

In addition, there are other compelling financial benefits that come from
improving maintenance practices. For example, if the availability of the
conventional fleets were improved to the level of the Acela equipment, Amtrak
could provide the same level of service with over 120 fewer conventional cars
and 45 fewer conventional locomotives than presently required. Based on the
estimates in Amtrak’s February 2011 Fleet Strategy, this would save Amtrak
almost $600 million in fleet procurement costs over the next 15 years. These
estimated savings would be reduced to the extent additional costs are incurred to

achieve the improved level of equipment availability.
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2. You noted in your testimony your work on enterprise risk management, could
you explain a little further what that means and the benefits it provides an
organization?

Certainly, first, it is important to note that enterprise risk management is a
formal, systematic company-wide process that includes identifying and assessing
risks, establishing plans for mitigating risks, monitoring the effectiveness of
those plans, and reporting regularly on risks and effectiveness of the mitigation
actions to company leadership including the Board of Directors.

That process can provide many benefits, but at this point, for Amtrak, I believe
the process would yield two key benefits. First, it provides a mechanism to
identify and deal effectively with potential future risks that can adversely affect
company operations and the achieverent of strategic goals and objectives. In the
case of Amtrak an example would be identifying risks that would negatively
impact revenues and or increase costs of operations. A risk management process
would add assurance that revenue and cost risks are mitigated and that the Chief
Executive Officer and Board of Directors are informed of risks and can approve

mitigation plans.

Second, a mature risk management process has, at its foundation, sound,
effective, and efficient business processes and internal controls. These two
elements help ensure that risks affecting all areas of the business—such as
human capital, safety of operations, and customer service—are addressed as a
routine part of managers daily responsibilities. As noted in my testimony, this is
an area where Amtrak can improve. Overall, our work shows that Amtrak, in
general, lacks an organization-wide system of internal controls to provide
reasonable assurance that operations are being carried out in an effective and

efficient manner.

3. Does implementing a risk-management framework for the company align
with President Boardman’s goal of running Amtrak more like a business? If
so, how?

Yes, in my view it does because it establishes a best business practice that has
been adopted by many world class private sector for-profit companies. For

example, over the past 10 years boards of directors have become increasingly
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aware of their responsibilities related to effective oversight of management’s
execution of enterprise-wide risk management processes. In 2004, the New York
Stock Exchange (NYSE) adopted governance rules that require audit committees
of NYSE-listed firms to oversee management’s risk oversight processes. Then, in
2008, Standard & Poor's began explicitly evaluating an issuer’s enterprise risk
management processes as an additional component of their credit ratings

analysis.

. In your testimony you mentioned that your office made recommendations
regarding human capital management and that Amtrak has now hired a Chief
Human Capital Officer who has developed a plan to implement your
recommendations. Can you please explain the benefits this will have for the
company?

We believe there will be many benefits. As we described in our 2009 report
(E-09-03, May 15, 2009), there is a real danger that Amtrak will lose skilled
craftsman and technical expertise faster than it can replace them. In fact, over a
quarter of Amtrak’s workforce will be eligible for retirement within the next five
years, To help Amtrak address this critical issue and to improve the efficiency
and effectiveness of Amtrak’s management of its human capital, our report made
24 specific recommendations—including recommendations to reorganize human
capital management within one department and to create a human capital officer
position for the company to provide a single point of accountability for leading
the strategic transformation in the management of human capital that must occur

if Amtrak is to continue to be successful in the future.

Investments in recruiting, developing, motivating and retaining highly qualified
employees with the skills that are critical to Amtrak’s current and future needs
are required for Amtrak to maintain its position as the acknowledged leader in
intercity passenger rail within the United States. To ensure these investments are
spent wisely and targeted in the right areas, Amtrak’s new Human Capital
Officer is developing and implementing a comprehensive, corporate-wide
human capital strategy that is tied to the company’s strategic plan (strategic
goals and objectives) and has the support of Amtrak’s senior leadership and its
Board of Directors.
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5. Do you think Amtrak will meet its deadline of finishing its reorganization by
the end of fiscal year 2013? Why or why not?

We have not formally reviewed Amtrak’s reorganization efforts, solamnotin a
position to provide a precise answer. However, what I can say is that the keys for
success in Amtrak meeting its reorganization deadline and achieving other
improvement initiatives are sustained attention to and effective implementation
of changes. If those two things do not happen, my view would be that the
chances for meeting the deadline are not good. I would also note that I do not
believe the completion date is the most important thing. While, I believe the
actions should be timely, I am most concerned that they are comprehensive and

they get it right.

6. With regard to your testimony on information technology, did Amtrak give
you an explanation as to why it did not perform more testing before deploying
a new major system with respect to information technology management?

Yes, they provided us with their views during the course of our work and in
their management comments in response to our draft report. In summary,
Amtrak management stated that there might be some system performance issues
after the Strategic Asset Management (SAM) deployment. However, they
believed that they had conducted adequate testing to minimize them. Their
judgment was the system performance issues could be handled as they arose
during the implementation without causing significant disruptions to business
operations. (001-2011, June 2, 2011).

However, our post-implementation review of SAM showed that while program
managers anticipated a certain level of implementation issues, the number,
significance, cost, and time needed to address them have been greater than
anticipated. As a result, the company is still dealing with adverse impacts on
business operations and financial performance some 18 months after the
deployment. (OIG-E-2012-012, May 31, 2012).
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Chairman Mica, Ranking Member Rahall, Members of the Transportation and
Infrastructure Committee, my name is James Stem and I am the National
Legislative Director of the Transportation Division of the Sheet Metal, Air, Rail,
Transportation Union (SMART) The SMART Transportation Division, formally
the United Transportation Union, is an organization representing approximately
80,000 transportation employees with active rail members working in all operating
crafts (engineers, conductors, trainmen, switchmen). My message today is on
behalf of the more than 3,300 career Amtrak employees that are represented by
UTU.

Thank you for the opportunity to testify and comment on Amtrak’s reorganization
plan.

At the outset, our expertise is not in business organization or the oversight of
workers as our members are on the receiving end of all this. We have had no
complaints from the field about Amtrak’s reorganization plan and support this
effort to modernize Amtrak’s operations.

We commend Amtrak for applying modern technology in managing Amtrak
resources and personnel. Now that Amtrak is not operating from day to day in
survival mode, with constant threats to its very existence, we are confident this
well-planned reorganization will focus Amtrak’s assets and workers in areas where
the best improvements in service will happen.

Our Amtrak members are part of the transportation team who operates trains
moving passengers to their destination safely and on time. This activity requires
coordination with every aspect of the operation from mechanical inspections and
repairs, to maintenance and repairs to tracks and signals, to the positioning and
cleaning of the equipment, and dispatching of intercity and commuter trains to
multiple destinations in many different directions.

Making changes in one area of operations also requires changes in other areas to
ensure continuity of operations. Eliminating and consolidating layers of
management responsibility in this reorganization plan is a productive move. We
are encouraged that Amtrak made reductions in management last year and their
new reorganization plan proposes to reassign even more management positions.

Amtrak should earn the support of Congress for this upgrade in their organizational
structure. Amtrak operates with safety and customer service woven together as top
priorities. Our operating crews fully understand that safety comes first and on-time

2
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performance is our goal. This upgrade of operations furthers these priorities and
positions Amtrak to meet the demand for increased rail passenger services.

Amtrak operating crews are among the most productive workers in the system.
Every Amtrak employee should also be placed in a productive position that
supports the needs of customer service and managed growth of operations. Our
members are ready and eager to work. Assign us a train and provide instructions
on where to go, and our members will show up for duty and get Amtrak passengers
to their destination safely and on time.

Congress asked Amtrak to share a plan on how to improve services and reduce the
travel times between major population centers. The Next Generation Plan provides
a road map for improvement and identifies the funding requirements.

Amtrak’s ridership set a record last year, and with an aging population, higher
gasoline prices and highway and aviation congestion millions of more travelers
will choose the train if the service is available and dependable.

Amtrak workers are prepared and well trained to provide services to our customers,
but for-us to succeed Congress must provide Amtrak with consistent and
predictable multiyear funding for modernization and capacity upgrades.

Beyond reorganization, what Amtrak really needs is dramatic increases in capital
investments. Amitrak’s Next Generation Plan for the Northeast Corridor is
outstanding. It will cut the transit time in half between Washington, D.C.’s Union
Station and New York’s Penn Station, as well as between New York and Boston.

Capital spending to increase speeds and upgrade Amtrak’s infrastructure is the
ticket to transporting American’s in a cost effective and energy efficient manner.

We in labor are Amtrak’s partners. We urge this Committee to allow Amtrak the
latitude to reorganize if they wish, but more importantly, to authorize substantial
amounts of additional money for Amtrak’s capital needs.

Amtrak also plays a central role in financing Railroad Retirement, which is a self-
funding pension, unemployment and disability benefit system that covers almost
one million active and retired railroad workers. Changes in the federal treatment

3
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of Amtrak, such as significant funding cuts or passenger rail privatization, could
jeopardize the solvency of the system. We hope that any policy proposals
generated by Congress will continue to preserve the sound financial health of
Railroad Retirement.

Americans want a national intercity rail passenger network and Amtrak is uniquely
able to fill that need. Highways and commercial aviation will not alone meet the
nation’s future passenger transportation needs and demands. The coordination of
air and rail passenger services should be mandated to free more air slots and
provide timely rail services for shorter travel distances.

A modern, efficient, intercity rail passenger system is a necessary part of a
balanced transportation system. Congress should recognize that intercity rail
passenger service requires public subsidies, just as our airline and bus partners do.
Many airline executives are on record supporting the coordination of air and rail
services to increase the capacity of our existing airports.

Congress is spending $40 billion annually on highways, which is more than has
been spent on Amtrak in its entire 41-year history. While some say we can’t afford
vital public investment in Amtrak now, the fact is that our nation cannot afford
NOT to make these investments.

1 also want to make sure that this committee is aware of our full support for the
expansion of our freight rail capacity as well. Amtrak and our freight railroads
work together as partners and both have capacity needs that can be mutual goals.
We support the expansion of Amtrak services and understand that this expansion
also must address the capacity needs of our freight rail partners.

Thank you for the opportunity to testify and I’d be happy to angwer any questions
the Committee may have.
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QUESTIONS FOR THE RECORD
To
MR, JAMES STEM, JR.
NATIONAL LEGISLATIVE DIRECTOR, SMART UNITED TRANSPORTATION UNION
From
THE HONORABLE CORRINE BROWN
RANKING DEMOCRAT, SUBCOMMITTEE ON RAILROADS, PIPELINES AND HAZARDOUS
MATERIALS
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE
HEARING ON
“GETTING BACK ON TRACK: A REVIEW OF AMTRAK'S STRUCTURAL REORGANIZATION”
NOVEMBER 28,2012

1. In his testimony, the Inspector General stated that Amirak suffers from outdated human
capital management, training, and employee development processes that hinder its ability to
perform effectively.  In addition, Amtrak is increasingly at risk of encountering skills
shortages as highly experienced, long- time employees retire. Do you agree with those
statements and do you agree with the Inspector General’s recommendations to Amtrak to (1)
make improved human capital management, training. and employee development an Amtrak
priority; and (2) direct the Chief Human Capital Officer to revise the Human Capital Action
Plan to include actions that are responsive to our recommendations and with reasonable
implementation time frames?

ANSWER:

I do agree with the encouragement from our Amtrak Inspector General for Amtrak to update
their human resources programs and to also strengthen their training programs.

During the past decade while Amtrak has constantly been under attack from a few members
of Congress and other interests attempting to return Amtrak Acela passengers back to the Delta
Airlines Shuttles to New York or Boston, or to put those passengers back in their automobiles,
Amtrak could not operate with a normal business plan. Any customer service business in
transportation would normally have multiple experienced employees to work as foremen and
supervisors for track, signal, and equipment repair. With the understanding that it takes years of
training, experience, and mentoring to obtain the skills required to repair and replace equipment,
track and bridge structures, signals, and station facilities, the Inspector General put his finger on
the human capital that Amtrak must make as a top priority investment.

This issue is also directly related to the “Overtime issue”, where Amtrak only has a limited
number of highly trained professionals with the necessary skill sets and must utilize these highly
trained employees on multiple shifts, instead of utilizing other available emplovees. A well
trained and coordinated workforce will be a part of Amtrak’s success in the future.

We also agree with the Inspector General's recommendation to the Chief Human Capital

Officer to be responsive with reasonable implementation time frames. The urgency of updating
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the training processes and adding the needed employees in a timely manner is also underscored
by the attempts to reduce overtime payments to experienced employees.

2. This Committee continues to have hearing after hearing criticizing and attacking Amtrak.

What kind of impact does this have on your employees and morale?

ANSWER:

~

3.

Obviously Amtrak employees are required to be well trained, proficient in the use of
computer systems and hand held communication devices, and also obviously well informed
concerning the unfortunate attacks on Amtrak services generated by the US House
Transportation and Infrastructure Committee.  The high levels of professionalism required
for all Amtrak employees, including the direct interaction with the public, has not suffered
from these constant attacks.

The unreasonableness and the pettiness of some of the Amtrak attacks originating in this
commitiee have become matters of humor for many of the seasoned Amtrak passengers in
their interaction with our Amtrak operating crews. The attempts to either stop all food
services on Amtrak trains or to require a private vendor to provide the services obviously
received much attention from the revenue passengers that ride the trains daily and utilize the
food services.

One member of Congress that rides Amtrak almost daily offered a humorous conclusion
to the many attacks: “They are trying to stop the food service so people will not ride the
trains — That did not work so their next attempt will be to stop all toilet facilities on Amtrak
trains!

Our Amtrak employees are a very resilient group that are very proud of their chosen
occupation and the significant contribution that passenger rail makes to our society. Their
disappointment in the multiple attempts to destabilize Amtrak and our Northeast Corridor has
not rubbed the polish off their professionalism. The record number of our citizens that are
choosing to ride Amtrak trains all over the country also helps keep their chins high and a
smile on their face.

It will take more than a comparison of the cost of a diet coke to remove that smile.

What are your views on the “Safe 2 Safer” program?

ANSWER:

We strongly support Amirak in the implementation of the Safe 2 Safer program. This

program is not intended to replace the current safety and security practices, but is an approach to

making the current programs even more effective.  This program is a risk reduction multiyear
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approach that will start with the CEO and the executive team, all supervisors, and then front line
employees.

Safe 2 Safer aims to reduce injuries by creating a more collaborative environment in
which employees are enabled to change at-risk behaviors to safe behaviors. This is
accomplished through training, coaching, and greater accountability for supervisors, and broader
employee engagement through peer-to-peer feedback. By fostering and sustaining a more
collaborative environment, the program aims to make enduring changes in our attitudes toward
safety, how we relate to one another, and ultimately how employees and supervisors all work
together throughout the company.

We also would like to offer our congratulations to Amtrak President Joe Boardman for
having the vision and the courage to implement this risk reduction program system wide on
Amtrak.

4. What are your views on the changes that Amtrak is implementing, and do you have further
recommendations?

ANSWER:

The only thing constant in life s Change, and change is the hardest thing for most people
to accept.  Amtrak has been making changes in their management structure recently, based
upon long term planning and human resource requirements. As my testimony indicates, we
support the new management structure that Amtrak has chosen and applaud the continuing focus
on safe and on time operations.

Amtrak, like every other business operation in our great country, must change and
embrace modern technology applications and the accompanying requirements for updated
training. We have Amtrak Conductors that were working on Amtrak trains in the 1970s that are
today meeting their passengers with new electronic devices containing all the information
concerning the passenger and their ticket that was contained only the ticket office in the 1970°s.

We also have many maintenance and repair crews utilizing new technology that did not
exist five years ago. This new application of technology required additional training for the
employee, is much more efficient and accurate, and also requires much less supervision.

We look forward to working with Amtrak and this T&I Committee to provide Amtrak
with the expertise and the funding to meet the fast growing demands for Amtrak passenger
services.
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