
:

be Allen
ot. tus proposal

The Railroad Employees National Health and Welfare Plan

Health Care Benetits Briefing

May 1995

:

e

:

b Aller
ot. tus proposal

The Railroad Employees National Health and Welfare Plan

Health Care Benefits Briefing

May 1995

:

e



Discussion Topics

Background

Trends in Cost Sharing

Discussion Topics

Background

Trends in Cost Sharing



BackgroundBackground



: :

Approaches to Control Rising Health Care Costs

Employee premium sharing
> On average, 18% of premium (employee coverage), 25% of premium

(dependent coverage)

Plan design modifications

> About 50% of employers increased deductible amounts in each of the last 4

years; most commonly $200/individual

Migration to managed care programs
» Movement away from traditional fee-for-service plans to managed care

arrangements nearly doubled within past 5 years

Sources: The Bureau ofNational Affairs, Health and Dental Benefits, 1992

Hay/Huggins Benefits Report, 1994

Sedgwick Noble Lowndes, 994
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Cost-Sharing Initiatives - General Industry

Cost-sharing has increased for nearly half of employers in each of the last

five years

1989 1990 199] 1992* 1993*

Percent of employers 37% 38% 48% 44% 41%

increasing or instituting
employee premium
sharing

Percent of employers 35% 47% 73% 50% 47%

increasing or instituting
deductibles

* Significant growth in managed care during 1992 - 1994

Source: US Chamber ofCommerce, Employee Benefits Report 1992, 1 993 and 1994
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Cost-Sharing Initiatives - Collectively Bargained Plans

Cost-sharing has also impacted a significant percentage of collectively

bargained plans i

1989 1992

Percent ofplans 28% (employee coverage) 36%

requiring employee 44% (family coverage 50%

premium sharing

Note: Data reflects comprehensive medical plans

Source: BNA Collective Bargaining Negotiations and Contracts, Vol. 2
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Prevalence of Employer Paid Medical Coverage
1989-1994 - General Industry

Fully employer-paid health care continues to decline

49%

39%
35%

25%

16%
: :

:
:
: :

1

: : :: : : : : :

1990 1992 1994

Employee only coverage Dependent coverage

Source: Hay/Huggins Benefits Report, 1 994
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Employee Contributions - General Industry

In 1994, employees on average paid 18% of premium for single coverage,

25% of premium for family coverage

Percent of Employers Requiring

Percent of Premium Employee only
paid by Employees. coverage ; Family coverage

0% 35% 16%

1-4 4%

5-9 11% 9%

25-29 6% 18% of premium 9% 25% of premium

30-39 5% 11%

40-49 2% 5%

50 or more 4% 9%

3%

10-14 139 65%
14% 849

15-19 11%119

20-24 1096
Average
contribution 12%

Average
contribution

Railroad employees pay 1.7% of premium in 1995

Source: Hay/Huggins Benefits Report, 1994
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Employee Contributions - General Industry

Employee contribution levels for indemnity medical plans 1991-1993
!

General Industry* Railroad Employees
1991 1992 1993 (1991-1993)

Employee only coverage $31 $37 $56 $0

Family coverage $92 $101 $225 $0

* Average monthly contribution amounts

Source: Foster Higgins National Survey ofEmployer Sponsored Plans 1993

Foster Higgins Health Care Benefits Survey, Flexible Benefit Programs 1991 and 1992
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Prevalence of Individual Deductibles 1989-1994

Collectively Bargained Plans General Industry
1989 1992 1994

$100 or Less 38% 25% 10%

90%

Other (e.g., varies by pay) 21%

ll%

23%

35%

48%* 23$101 - 199
0

$200 21 62%

Greater than $200 18

1995 Railroad amount

* Includes 25% at $150; 23% greater than $150
Note: Family limits usually 2-3 times individual amount

Source: EBIC database, 1994
BNA Collective Bargaining Negotiations and Contracts, Vol. 2
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Prevalence of Individual Out-of-Pocket Maximums
1989-1994

Collectively Bargained Plans General Industry
1989 1992 1994

Less than $1,000 29% 20% 12%

$1,000
13%

$1,001-$1,499 31%* 48%* 16%

$1,500
9%_

$1,501-$1,999
12%

$2,000
7%

16%Greater than $2,000
13%

Other (e.g.; varies by pay)

> 1995 Railroad amount

* Amounts greater than $1,000
Note: Family limits usually 2-3 times individual amount

Source: EBIC database, 1994
BNA Collective Bargaining Negotiations and Contracts, Vol. 2
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Prevalence of Comprehensive Plan Coinsurance

Collectively Bargained Plans General Industry

Plan Coinsurance 1989 1992 1994

100%

90% 10% 14% 7%

85% 15% 8% 4%

80% 74% 75% 87%

Less than 80% 2%

1995 Railroad amount

Source: EBIC database, I994
BNA Collective Bargaining Negotiations and Contracts, Vol. 2
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Typical Comprehensive Plan Design -1994

Annual Deductible $200 - $300

Annual Out-of-Pocket Maximum $1,000 - $2,000

General Coinsurance 80%, after deductible

Source: EBIC database, 1994
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Prevalence of Managed Care Plans

Managed Care has grown as the primary source of employer sponsored
medical benefits

Design of Primary Medical Plan*

69%
62% 58%

51% 4996

38%
42%

31%

44
199] 1992 1993 1994

* Plan that covers most employees

Traditional fee-for-service AV Managed Care (HMO, PPO, POS)

Source: Hay/Huggins Benefits Report, 1 994
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Typical Managed Care Plan Design - 1994

In-Network Out-of-Network

Annual Deductible None $200 - $300

Annual Out-of-Pocket Maximum $1,000 - $2,000 $1,000 ~ $2,000

Hospitalization
90% 70%, after deductible

Doctors' Office Visit 100%, after flat 70%, after deductible
dollar copay

Typical Managed Care Plan Design - 1994

In-Network Out-of-Network

Annual Deductible None $200 - $300

Annual Out-of-Pocket Maximum $1,000 -- $2,000 $1,000 -$2,000

Hospitalization 90% 70%, after deductible

Doctors' Office Visit 100%, after flat 70%, after deductible
dollar copay



Benefit Eligibility: Availability To Part-Time Employees -

General Industry

Availability of medical benefits for part-time employeesS typically varies by

the number of hours worked

76% - 769

62% 61%

SONS

25% 20%

30 or More Hrs/Wk 20 - 29 Hrs/Wk Less Than 20 Hrs/Wk

1994 1990

Railroad employee benefit eligibility requirement is "performance of any
compensated service in prior month"

Source: Hewitt Associates Survey ofBenefitsfor Part-Time Employees, I 995
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Historical Perspective
That was then

* Movement from basic benefits/major medical
to comprehensive plans

# Elimination of first dollar (100%) coverage,
adoption of 80% plan coinsurance
> 20% employee copayment

« Employer cost-sharing through plan deductibles
» Most commonly $150/individual

« Employee out-of-pocket exposure limited to
approximately $1,000

s Trend toward direct employee cost-sharing,
> In general industry 49% of employers fully
pay for individual coverage

This is now

« Movement towards managed care arrangement
(HMO, PPO, POS)
> From 31% in 1991 to 58% in 1994

® First dollar (100%) coverage for selected services
under managed care arrangements, adoption of
70% plan coinsurance for out-of-network care;
80% coinsurance for comprehensive plans

Continued increases in plan deductibles
+ Most commonly $200 or more/individual

® Slight increase in employee exposure to
out-of-pocket costs under comprehensive plans
+ Most commonly $1,000 -- $2,000

s Trend toward direct employee cost sharing
continues
> In general industry 35% of employers (or less)
fully pay for individual coverage
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SHAREHOLDER PAYOUT :

RETURN ON FUNDED ASSETS

990 1991° 1992

9.8%

8.9%

1993° 1994

EARNINGS GROWTH
(Fully Diluced EPS)**

:

199T* 1992 1993°

€ Excludes special and unusual charges)

3612 sertyes

** Adjusted for stock split

16

1041

$3271,120-4 414-7 42041
#years

Feet Bock

FINANCIAL SUMMARY

8.5% $4.13
7.7%

71.2% $3.43

$2.99

$239 $2.48

1990 194

+6472,
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QUARTERLY DIVIDENDS
PER SHARE**
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$.225
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TOTAL SHAREHOLDER RETURN

52%

Conrall S&P SOO

COMPOUNDED ANNUAL
RETURN

9%

Conrail S&P 500

x
: :

141%

19%
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Conrail: 4th-Quarter Keveneto Kall,:

But Operating Goal : IsReachable
By RIP WATSON

of Commerce Statt

Conrail Inc, is expecting contia-
ued revenue declines tn the fourth
quarter, but holds out hope that it

full-year operating ratio - ex
divided by revenue - below HE.

3% lower revenue, the carrie will
have to drive its fourth-quarter op-

point below the record final quarter.
of last yeac.

By comparisoa, Conrail's third-
quarter operating ratio was 775%, @

(wo-percentage-point drop. For the
first aloe months, the operating ra-
tlo stands at 81.7%, a drop of nearly
three points.

Chief Financial Officer Willlam
Brown told securities anal late
Wednesday that the railroad was aot
backing off from its aggressive tar-

of a 77.5% operating ratio for

Conrail expects revenue in the

from last year's $986 million.
Company officials hedged on

trends beyoad the fourth quarter,
saying mixed signals tn the ecoaomy
make predictions difficult.

One tread is clear for Conrail in

Earnings contiaue te improve,

$268 million, or $3.38 a share.
Year-to-date revenue is $12 mil-

lon below the same period in 1994,
at §2.735 billica.

Locking ahead, a $% drog Ia vol-
ame in the fourth quarter ts
ed to be offset by unit revenue
increases in the $% range.

Thet would mirror the third
quarter, when 4 traffic decline of
6% as offset by 28% gain ln reve
nue per unit.

During ths third quarter, the only
segment showing a favorable com-
parison was the enit-trala group,
with a 4% revenue increase driven
by higher coal loadings for
and new loag-haul coal business.
higher revenue wes achieved despite
a 6S% drop tn volume.

Intermodal revenue fell 8% as
volume dropped 11%, while agtemo-
tive business was down $% in the
revenue column aad 0.5% in car
loadings.

Other traffic. such as chemicals,
was off $% (n revenue and 7% ia
carloads

Merger Plan Draws Endorsements
1% to From 1,000Customers, UP Chief Says

By RIP WATSON
dered of Commares

Dick Davideoo, president of
Unton Pacifle Corp. said the compa-

than 1.000 customers for its
mecger with Southera

Mr, Davidson's disclosure came

t ng a 19% increase in proftt from

G a former subsidiary
that {s belng spun off from the par-
ent

The battle for the hearts, minds
and pocketbooks of shippers hes
been closely watched because of the
opposition the merger pian has

and some customers.
Terming the merger eadorse-

that as many as 1,500 customers
the 98.4 billion deal

some $00 major customers

call revenue, more than one-third
already have indicated support. The
railroad la secking to boost thet
number before the planned merger
application filing on Dec. 1.

Seven state governors also have
backed the deal.

Pregettd fo Good onwere by 3840
million la the third quarter. A sharp
29% decline in materials aad

can reach its 1905 goal of
au lies that §10

the primary sreas of mprovement.
Based on third

8 earnings
of $116 million, share, on

Lower eq
another
which were down 5% overal .

erating ratio to an all-Ume low of
Chief Executive Officer David

just over 73%, nearly a prcentage
LeVan said Conrail will continue to
leave an offer on the table to pur-
chase a part of
Lines if that to hap-
pen.

fle much

Conrail's
vanced

support customere have shown for

nounced its er with SF.
UPrejected offer tc :

vor of a from :

Burlingtoa Northers Santa Fe.

et

heefl
rtefourth

2%, fa ng $19 million millien

Mr. Davidson used Thursday's

of lest
with securities

:

Nortgera Senta Fe Corp.
Kanees City Soathers Railway,

trackage rights deal with Berlingten

ny has lined up suport from more
1995.

uar has q the f of the
ter and 30% for the year te daqu to while other reflroads con- -
with a9% increase in the third

acific which lost cut in these negotlations,

Trassportatica Ce. :
:

ofas the company ceported
tinue a lower-key campalgu to ed-

EIST million, or $1.15 a share, vance competing proposals that UP

continuing tions and a 1% m-
has rejected alceady.

each of them (com
seeking rights) fairly and ne-

Citing UP's

said, "We have absolute
koow how to pull thisof successfully."

said rail-
:

drawn some from other ailroads Brew
coad will be off fa
the tong run because the merged

were in

were far
line with analysts

expectations,
of support," Mr. Davidson

less controv
Revenue was 77% higher at §1.97

:

Billion, while operating income was
up 31% to etal militon

UP Rallread boosted operating
income 28% te 639 million, reflec-
ting the {ncorporaticn of Chicago &
Nerth Western Tracs tion. Co.,
which tt acquired eer this year.
Revenue of $1.63 billion was 24%
higher.

that generate more T%% of UP :
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RULE 21
AWAY FROM HOME EXPENSES

HEADQUARTERED EMPLOYEES

21.1 An employee taken off his assigned territory to work elsewhere will be furnished

lodging and meals by the Company. If lodging and/or meals are not furnished by the

Company, the employee will be compensated for actual meal and/or lodging expenses
he may necessarily incur. This paragraph will not apply to an employee not being
held away from assigned territory an unreasonable time beyond the evening meal

hour.

NON-HEADQUARTERED EMPLOYFES;
SYSTEM EQUIPMENT OPERATORS AND EMPLOYEES ON SYSTEM PRODUCTION
GANGS

21.2

21.3

21.4

21.5

Employees assigned to positions on System Production Gangs or assigned to positions
as System Equipment Operators will be allowed expenses as follows for each working
day.

i) Less than 10 miles, will receive $0.00
ii) 10 miles but less than 20 miles, will receive $4.00
iii) 20 miles but less than 30 miles, will receive $8.00
iv) 30 miles but less than 50 miles, will receive $12.25

Non-headquartered employees covered by this Rule required to travel more than 50

miles one way will be furnished lodging by the Carrier. Meals will be provided by
the Carrier, or employees may be compensated for actualand reasonable meal

expenses they necessarily incur, to a maximum of $12.75 for each working day.

Travel from the temporary residence (hotel, motel, etc.) occupied pursuant to Rule

21.3 will be allowed as per Rule 21.2. The travel distance will not, when possible,
exceed mileage from the nearest hotel, motel, etc., to the work location. However,
in the event that reasonable lodging cannot be found in the immediate vicinity of the
work location, it is agreed that additional payment of allowances for mileage as set

forth in Rule 21.2 herein, will be allowed.

Travelling expenses will not be allowed for mileage when the Carnier provides

transportation, nor will travel allowance be allowed when done during regularly

assigned working hours.
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RULE 21
AWAY FROM HOME EXPENSES

HEADQUARTERED EMPLOYEES

21.1 An employee taken off his assigned territory to work elsewhere will be furnished
lodging and meals by the Company. If lodging and/or meals are not furnished by the
Company, the employee will be compensated for actual meal and/or lodging expenses
he may necessarily incur. This paragraph will not apply to an employee not being
held away from assigned territory an unreasonable time beyond the evening meal
hour

NON-HEADQUARTERED EMPLOYEES
SYSTEM EQUIPMENT OPERATORS AND EMPLOYEES ON SYSTEM PRODUCTION
GANGS

21.2 Employees assigned to positions on System Production Gangs or assigned to positions
as System Equipment Operators will be allowed expenses as follows for each working
day.

Less than 10 miles, will receive $0.00
10 miles but less than 20 miles, will receive $4.00
20 miles but less than 30 miles, will receive $8.00

iv) 30 miles but less than 50 miles, will receive $12.25

21.3 Non-headquartered employees covered by this Rule required to travel more than 50
miles one way will be furnished lodging by the Carier. Meals will be provided by
the Carrier, or employees may be compensated for actualand reasonable meal
expenses they necessarily incur, to a maximum of $12.75 for each working day

21.4 Travel from the temporary residence (hotel, motel, etc.) occupied pursuant to Rule
21 3 will be allowed as per Rule 21.2. The travel distance will not, when possible,
exced mileage from the nearest hotel, motel, etc., to the work location However,
in the event that reasonable lodging cannot be found in the immediate vicinity of the
work location, it is agreed that additional payment of allowances for mileage as set
forth in Rule 21.2 herein, will be allowed

21.5 Travelling expenses will not be allowed for mileage when the Carrier provides
transportation, nor will travel allowance be allowed when done during regularly
assigned working hours
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An employee covered by Rule 21.3 i.e. an employee required to travel more than 5021.6
miles one way, shall be allowed, on the first and last day of the assignment each
week, an allowance when travelling outside of regular working hours to and from the
work location on the basis of $10.00 for each 50 miles or portion thereof. In
addition, a travelling allowance for use of personal vehicle will be paid in accordance
with Rule 22 at the actual allowance for mileage (21 cents per mile).

21.7 Employees covered by Rule 21.3 may, in lieu of away from home 'expenses, mileage,
and travelling allowance, apply for and receive $25.00 for each working day.

GENERAL PROVISIONS

21.8 When lodging is provided, it shall mean not more than two employees per room.

21.9 Bona fide receipts will be required with expense accounts, which are to be submitted
on a bi-weekly basis.

21.10 Rule 21 shall not affect the present Arbitration Board No. 298 Award.
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21.6 An employee covered by Rule 21.3 i.e. an employee required to travel more than 50
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work location on the basis of $10.00 for each 50 miles or portion thereof. In
addition, a travelling allowance for use of personal vehicle will be paid in accordance
with Rule 22 at the actual allowance for mileage (21 cents per mile)
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GENERAL PROVISIONS

21.8 When lodging is provided, it shall mean not more than two employees per room

21.9 Bona fide receipts will be required with expense accounts, which are to be submitted
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ECONOMIC PRJECTIONS FOR CONRAIL: 1994-1997 #/ 6a

1994 1995Est 1996Est 1997Est
1.'OperatingRevenue ($mil) $3,641 $3,706 $3,817 $3,932
2.'Employment 24,091 23,368 22,667 21,987.
-3. Average Compensation $45,643 $50,207 $55,228 $60,751.
4. Total Compensation Costs (Smil $1,100 $1,173 $1,252 $1,336
5. Non-compensation operating expenses ($mil) $1,943 $1,943 $1,943 $1,943

'8. Operating Ratio (%) 83.58% 84.09% 83.70% 83.39%

Notes

6. Total Operating Expenses ($mil) $3,043 $3,116 $3,195 $3,279
7. 'Net Revenue From Operations ($mil) $598. $590 $622 $653

-1. AAR data, line 1. 1995 based upon 3 quarters.
2. AAR data, line 308
3. AAR data, line 329. All employees, incl.

executives,and officials.
4. AAR data, line 316
5. Computed: 6-4 for.1994. Other years are constant.
6. AAR data, line 166. 195 based upon 3 quarters,

which is 3.4% below 1994 results.
7. AAR data, line 29
8. AAR data, line 23

Assumptions:
1.Operating revenues rise 3 percent per year
2. Empoyment drops 3 percent per year.
3. Average compensation costs rise 10 percent per year:

a) 7% General Wage Increases
b) 3% COL that keep up with inflation

4. CPI rises3% per year.
5. Non-labor/fringe operating expenses remain constant.
6. Total operating expenses rise

RMUE
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ECONOMIC PRJECTIONS FOR CONRAIL: 1994-1997 # a.
1994 1995Est

1.'OperatingRevenue ($mil) $3,641
2.'Employment 24,091
3. Average Compensation $45,643
4. 'Total Compensation Costs ($mil) $1,100
5. Non-compensation operating expenses ($mil) $1,943
6. Total Operating Expenses ($mil) $3,043
7. 'Net Revenue From Operations ($mil) $598
'8. Operating Ratio (%) 83.58%

Notes
1. AAR. data, line 1. 1995 based upon 3 quarters. -

2. AAR data, line 308
3. AAR data, line 329. All employees, incl.

executives, and officials.
4. AAR data, line 316
5. Computed: 6-4 for 1994. Other years are

increased by 3% per year for inflation.
6. AAR data, line 166. 195 based upon 3 quariers,

which is 3.4% below 1994 results.
7 . AAR data, line 29
8 . AAR data, line 23

Assumptions:
1.Operating revenues rise 3 percent per year
2. Empoyment drops 3 percent per year.
3. Average compensation costs rise 10 percent per year :

a) 7% General Wage Increases
b) 3% COL that keep up with inflation

4. CPi rises3% per year.
5. Non-labor/fringe operating expenses rise 3%
6. Total operating expenses rise
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ECONOMIC PRJECTIONS FOR CONRAIL: 1994-1997

1994 1995Est 1996Est 1997Est
1.'OperatingRevenue ($mil) $3,641 $3,706 $3,817 $3,932
2.'Employment 24,091 23,368 22,667 .21,987
3. Average Compensation $45,643 $50,207 $55,228 $60,751
4. 'Total Compensation Costs ($mil) $1,100 $1,173. $1,252 $1,336
5. Non-compensation operating expenses ($mil) $1,943 $2,001 $2,061 $2,123
6. Total Operating Expenses ($mil) $3,043 .$3,175 $3,313 $3,459
7. 'Net Revenue From Operations ($mil) $598 $531 $504 $473
8. Operating Ratio (%) 83.58% 85.66% 86.80% 87.98%

Notes
1. AAR data, line 1. 1995 based upon 3 quarters
2. AR data, line 308
3. AR data, line 329. All employees, incl

executives,and officials
4. AR data, line 316
5. Computed: 6-4 for 1994. Other years are

increased by 3% per year for inflation
6. AR data, line 166. 195 based upon 3 quariers

which is 3.4% below 1994 results
7. AR data, line 29
8. AR data, line 23

Assumptions:
Operating revenues rise 3 percent per year

2. Empoyment drops 3 percent per year
3. Average compensation costs rise 10 percent per year

a) 7% General Wage Increases
b) 3% COL that keep up with inflation

4. CPI rises3% per year
5. Non-labor/fringe operating expenses remenmconstaniy rise 3°
6. Total operating expenses rise

10



LINE HAUL REVENUE
PER EMPLOYEE
$ in thousands

130
144yg +508

1

120
126

116

1990 1991 1992 1993 1994

+34 1%change in H years

Conrad IAT book
ADDITIONAL STATISTICS

LINE HAUL REVENUE
PER EMPLOYEE
$ in thousands

130
144yg +508

1

120
126

116

1990 1991 1992 1993 1994

+34 1%change in H years

Conrad IAT book
ADDITIONAL STATISTICS



UNITS PER EMPLOYEE
410-49,

170

15438 + g
146

133

-1990 1991 1992 1993 1994

27.8% Productivity Improvernent 1990-1994

Cantal Fact Beak

138

(%T¢

UNITS PER EMPLOYEE
410-49,

170

15438 + g
146

133

-1990 1991 1992 1993 1994

27.8% Productivity Improvernent 1990-1994

Cantal Fact Beak

138

(%T¢



Conrail 1995
Operating Revenue ($000)

($000's)
3,800,000
3,700,000
3,600,000
3,500,000
3,400,000
3,300,000
3,200,000
3,100,000

!

1988 1989 1990 1991 1992 1993 1994 1995E

Operating Revenue 3 408,247 13,323,842/3,292,856 3,136,548/3,207,6633,349,562 3,641 473 3,706,000

Conrail 1995
Operating Revenue ($000)

($000's)
3,800,000
3,700,000
3,600,000
3,500,000
3,400,000
3,300,000
3,200,000
3,100,000

!

1988 1989 1990 1991 1992 1993 1994 1995E

Operating Revenue 3 408,247 13,323,842/3,292,856 3,136,548/3,207,6633,349,562 3,641 473 3,706,000



Conrail 1988-1995
Operating Expenses($000)

$ thousands
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Operating Expenses ($000) #8/2,941,871 3,137,726 2,877,546 3,41 9,640 2,701,613 2,771,531 3,043,338 3,033,300

NOTES: 1) 1991 INCLUDES $719 MILLION IN "SPECIAL CHARGES."
WITHOUT THEM, THE CHART DOES NOT HAVE THE BLIP.

2) 1995 BASED ON TREND OF FIRST THREE QUARTERS.

Conrail 1988-1995
Operating Expenses($000)

$ thousands
3,600,000

3,400,000

3,200,000

3,000,000

2,800,000
ee

1988 1989 1990 1991 1992 1993 1994 1995E

Operating Expenses ($000) #8/2,941,871 3,137,726 2,877,546 3,41 9,640 2,701,613 2,771,531 3,043,338 3,033,300

NOTES: 1) 1991 INCLUDES $719 MILLION IN "SPECIAL CHARGES."
WITHOUT THEM, THE CHART DOES NOT HAVE THE BLIP.

2) 1995 BASED ON TREND OF FIRST THREE QUARTERS.



Conrail 1988-1995
Net Revenue From Operations
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WITHOUT THEM, THE CHART DOES NOT HAVE THE BLIP.

2) 1995 BASED ON TREND OF FIRST THREE QUARTERS.
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Operating Ratio
Percent
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:

Corporate Goals (Assets)

Goal: "Superior Return on Assets"

+ Earn Cost of Capital

:
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Cost of Capital

+ What is capital?
+ What is the cost of capital?
+ Why must a company earn its cost

of capital?
+ How does a company earn its cost

of capital?
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What is Capital?

Capital - Money people (investors) give to companies
like Conrail and on which they expect to receive a
return on that investment.

Capital Assets - Assets that company would
purchase with that money

+ capital spending for assets having long lives

locomotives, rolling stock, track, etc.

that
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like Conrail and on which they expect to receive a
return on that investment

Capital Assets - Assets that a company would
purchase with that money
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What is the Cost of Capital?

Rate of return expected by investors, who decide to
invest in a company, based on the level of the risk of
the investment in that company

+ economic cost of attracting and retaining
various forms of capital from investors
requiring a rate of return commensurate
with the risk

Weighted average cost of DEBT._&.EQUITY

of
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What is the Cost of Capital?
Debt

+ borrowing with payment of interest

interest expense is tax deductible

+ least expensive source of capital BUT must pay
interest (riskier)

+ debt holders expect return equal to

risk-free rate (yield on U.S.Treasuries)

plus
a premium to reflect credit and default risk
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What is the Cost of Capital?
Equity

+ shareholders looking for stock price appreciation
and dividends

+ more expensive cost of capital BUT shareholders
share risk of business downturn

+ shareholders require a return (price appreciation
and dividends) that compensates them for
@ the overall risk of the equity market

plus
M the unique risks associated with the company
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"What

What iis the Cost of Capital?
Cost ofDebt = Average Interest Rate 8%

charged by bondholders
and banks

Cost ofEquity = Average rate that equity 15%
investors could be

earning elsewhere

LT Treasury Rates 7.5%
+ Risk X.X%

CONRAILAFTER TAX COSTOF CAPITAL 11%
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Why must a company
earn its Cost ofCapital?
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:

Constituents

Customers

Employees
Shareholders
Communities
Government
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:

Shareholders

+ Own the Company
+ Elect the Directors

m Directors responsive to
what shareholders want
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Shareholders

+ Expectations
m Higher stock price
m Higher dividends

Shareholders
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Conrail Stock Price
$69 1/4 $70 1/4

0
0

° High o Low
$48 1/8

0

$24 11/16
$25 11/16 $36 1/4

$17 11/16

$18 3/8$16 3/16
$13 3/16

$16
$9 15/16

1987 1988 1989 1990 1991 1992 1993 1994 1995*

$67 1/2

$42
$50 1/2.$47 1/2 $48 1/8

$20 7/16

Reflects two-for-one stock split in 1992

* As of 9/30/95
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Quarterly Dividends Per Share -- 1987-1995
8 year compounded annual growth rate = 16.5%

$0.425
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:

Long-Term Consequences of
Not Earning the Cost of Capital

+ More difficult to reinvest in the Company
+ Harder access to funds at less competitive rates

+ Selling needed assets to raise cash

Diminished investor confidence affects:

Retaining existing investors

Attracting new investors

+ Eventually puts company out of business
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How does a company
earn its cost ofcapital?
How does a company
earn its Cost fcapital?



:

Return on Funded Assets (ROFA)
+ How can Conrail Improve ROFA?

Improve Earnings copa
pasets

Revenue

Expenses
- Improve Utilization of Existing Assets
- Eliminate Assets

m no longer required for operations
m that don't earn cost of capital

- Control Capital Spending
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Profitability
Reduce operating ratio

+ Revenue
Increase volume

Economic growth
Market share gains

Raise prices
+ Expenses

Reduce operating expenses

Profitability
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> : Total Operating Revenues: :
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Revenue Per Employee -- 1990-1994
($ in 000's)

$179 UP
$178 ATSF

$163 BN
$159 NS
$156 CSX
$151 CR
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Operating Income Per Employee --
1990-1994
($ in 000's)
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Distribution of Conrail Expenses - 1994
Total - $3,043 Million
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Roadway Asset Base
Year End 1994

$5.3 Billion of $8.3 Billion Total Assets

Major Elements
Track
Buildings
Signals

/ Land
/ Roadway Machinery
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Ratio of Capital Expenditures to Operating Income
Five Year Average (1990-1994)
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1994 Return on Funded Assets (ROFA)
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:

Why MustWe Lower Our Operating
Ratio Target When Revenues Decline?

+ Lower earnings result in a lower ROFA.

Operating Income $ 200 $ 180
Assets $1,800 $1,800
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:

Why MustWe Lower Our Operating
Ratio Target When Revenues Decline?

+ Therefore, in order to meet our ROFA goal
(i.e. to earn our cost of capital):
m We must lower our Operating Ratio

when Revenues decline.

Revenue $1,000 $ 900
Operating Ratio 80% 78%
Operating Income $ 200 $ 200
Assets $1,800 $1,800
ROFA 11% 11%
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Earning The Cost Of Capital

Actions:

Improve operating ratio

Revenue Growth
% Sustained Operating Efficiencies

4«* Improve asset utilization

Control capital spending levels

Eliminate assets for which returns cannot
support continued investment
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Return on investment -=Cost of Capital
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1994 Performance
Traffic volumes showed the biggest
increases in a decade
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Revenues were up 6.9% 6.2%

Costs increased 4.1%

Net railway operating income
rose 35%
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Ton-Miles Reached
A Record 1.2 Trillion

Revenue Ton-Miles
Billions
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Carloadings Were Up 6%
The Biggest Gain Since 1984
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Intermodal Traffic Rose 14%
Trailers & ContainersMillions
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Non-Labor Productivity Gains*
1984 to 1993
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Capital Investments
$Billions 1984-1994
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Among the industry's most
mounting capital needs are:
e AC traction locomotives
© Modernization and expansion of

intermodal and yard facilities
e Higher levels of freight car purchases

to overcome capacity constraints

e Advanced information technologies
e Additional main lines and passing tracks

Among the industry most
mounting capital needs are
AC traction locomotives

Modernization and expansion Of
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to vercome capacity constraints
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Return on Investment (ROI):
What Is It?

ROI is the ratio of net railway income

(total rail revenues less related expenses,
rents and taxes exclusive of fixed charges)
to average net investment. Income, expenses
and investment of rail subsidiaries as well as
sales of rail properties are included in this
calculation. Deferred taxes are deducted from
the investment base.
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What Is ROI Used for?
ROI is commonly used to measure

capital-intensive industries such as railroads,
utilities, and pipelines. ROI is used by
financial analysts, investors and lenders in

judging the profitability of such industries.
The formula that applies to railroads was based
on the recommendations of a Congressionally
appointed accounting panel.

1
3

What Is ROI Used for?
ROI is commonly used to measure

capital-intensive industries such as railroads,
utilities, and pipelines. ROI is used by
financial analysts, investors and lenders in
judging the profitability of such industries °

The formula that applies to railroads was based
on the recommendations of a Congressionally
appointed accounting panel



Rate of Return on Investment'
vs Cost of Capital - 1984-1994
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any. . decision which forecloses the opportunity to

earn a compensatory rate of return on the railroads' capital
must guarantee deterioration of plant and equipment,
neglect of replacement and opportunities for modernization

and, more generally, withdrawal in one way or another of
railroad services which the market would otherwise show
to be valued by customers at amounts that exceed their costs."

-- William J. Baumol, Princeton University
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The truck share of the total freight
transportation market measured in ton-miles

(the measure that most favors railroads) grew
from 24.1 percent to 28.1 percent from 1984
to 1993, while the railroads' share remained
about the same. In terms of revenues, however,
the trucking industry captured nearly all the
growth.
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Rail Wages Remain Higher
Than in Other Industries

Annual Wages
& Salaries - 1993

Security & Commodity Brokers $104,568

Holding & Other Investment Offices 62,094

Railroad Transportation 54,181

Legal Services 50,494

Transportation by Air 38,941

Water Transportation 29,150

Median 32,280

Trucking & Warehousing 28,569

Local & Interurban Passenger Transit 21,185
Source: "Survey of Current Business," Department of Commerce, July 1994

33 JOO -BMWs 6743 Arey
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Index of Hourly Wages
1980-1993
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Today
($Billions) 1994

Operating revenues $30.8

Labor expenses $10.7

Other expenses $14.8

Net revenues $5.3

Revenue shortfall $2.2

Net revenues needed $7.5for cost of capital

Today
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1994

Operating revenues $30.8
Labor expenses $10.7
Other expenses $14.8
Net revenues $5.3
Net revenues needed
for cost of capital $7.5

Revenue shortfall $2.2



Future Assumptions
Annual Assumptions Comments

hover around 2 percent
1. 2 percent growth in ton-miles Recent forecasts of GNP growth

2. No productivity gains

3. 2 percent increases in total
compensation

4. Same increases in non-labor costs May understate inflation due to

as occurred from 1988-1993 higher spending for plant and
equipment

5. 0.4 percent decline in price Assumes stable rates but slightly
per ton-mile less yield per ton-mile due to

increase in longer-haul traffic

Future Assumptions
Annual Assumptions Comments
1. 2 percent growth in ton-miles Recent forecasts of GNP growth

hover around 2 percent

2. No productivity gains

3. 2 percent increases in total
ompensation

4. Same increases in non-labor costs May understate inflation due to
as occurred from 1988-1993 higher spending for plant and

equipment

5. 0.4 percent decline in price Assumes stable rates but slightly
per ton-mile less yield per ton-mile due to

increase in longer-haul traffic



A Look Ahead
($Billions)

1994 1999

Operating revenues $30.8 $33.3

Labor expenses $10.7 $13.0

Other expenses $14.8 $17.7
Net revenues $5.3 $2.6

$7.5 $7.5

Revenue shortfall $2.2 $4.9

Net revenues needed
for cost of capital
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Pennsylvania Federation
Northeastern System Federation

Consolidated Rail System Federation
Brotherhood of Maintenance of Way Employees

Jed Dodd
General Chairman
Pennsylvania Federation BMWE

Perry Geller
General Chairman
Consolidated Rail System Federation BMWE

John Davison
General Chairman
Northeastern System Federation BMWE

HAND DELIVERED
September 11, 1995

Consolidated Raii Corporation.
Dennis Arouca, Vice President
2001 Market Street
Philadelphia, Pennsylvania 19103

Dear Mr. Arouca:

Re: REQUEST FOR INFORMATION

[. We request that you explain in detail how Conrail derived the data for the
"average monthly mancount" that Conrail provided in the attached letter and
Attachment to Mr. Zeh dated February 28, 1990. Your letter seems to intend that

"average monthly BMWE mancount" is a full time equivalent measure, since you
State that "these figures represent the number of full time employees for the
period, e.g. "when a seniority district line is crossed and one set of jobs must be
abolished and readvertised, two different employees will be paid for each
position, but the count will only reflect one employee."

We assume that "part time" during a month (your measuring period)
means less than 40 hours on average per week, or less than about 173 hours

o
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Attachment to Mr. Zeh dated February 28, 1990. Your letter seems to intend that
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abolished and readvertised, two different employees will be paid for each
position, but the count will only reflect one employee."

We assume that "part time" during a month (your measuring period)
means less than 40 hours on average per week, or less than about 173 hours
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during the month. Which if either, is correct? Are the figures "full time" or "full
time equivalent?" "Full time equivalent" should mean about 173 hours per
month, when adding the hours of various workers together. "Full time,"
however, often includes overtime - which may be substantial--and should be
counted as "full time plus," with the overtime hours counted as balancing the
hours of part time or-tess-than-full time employee hours.

Did you measure hours? If not, please explain how you obtained your
figures and what they actually mean. ff yes, please explain what measure of
hours that you used. Hours paid for? Hours worked? How many hours per
month constituted a "full time" employee? If an employee worked more than that
number, did you count those excess hours? Was the employee counted as
greater than one full time equivalent employee?

2. Your Attachment to the Zeh letter, for example, for 1989, has average
annual BMWE Mancount as 4,030. This is a full time (equivalent?) figure.

On the other hand, the NRLC data show the Number of Employees, Mid-
Month Count, to be 3,146 for 1989. The NRLC number, which is based upon data
that Conrail gave to the ICC, is the sum of ICC Division numbers 303-314. The
Mid-Month Count, according to ICC staff, is for all employees on the payroll as of.
the middle of each month, averaged over the year. [s this correct? Please
explain. Does it mean all those who actually worked on the day of the mid-month
count? What about those out sick? On vacation?

In a letter addressed to Mr. Jed Dodd (November 26, 1991) which is
attached, Mr. Swert stated:

"the 4030 figure was derived from Conrail payroll records
and contains data for all BMWE employees who worked for Conrail
in 1989; the average mid-month mancount for these employees was
4030. In comparing Conrail to other Class 1's, we could not use
Conrail payroll data because we did not have comparable data for
those Class 1's. Accordingly, in order to provide the best apples-to-
apples comparison, we utilized ICC Categories 303 to 314 which are
those categories consisting of solely BMWE employees."

We still have difficulty of reconciling the 4030 BMWE average mancount
(representing full-time employees for the period of each position) and the 3,146
ICC #303-314 (all employees on the payroll as of the middle of each month,
averaged over the year), for 1989, as well as for other years.

Is it your belief that the difference of 884 (22% less than the 4030 number,
or 28% greater than the 3,146 figure) is accounted for by BMWE employees in
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ICC Categories 301-302 and/or 315-320? Assuming this to be the case, we have
the following analysis.

For all of the Class 1 railroads, the 303-314 categories were approximately
28% below the total for ICC category 300, or the total was almost 40% greater
than the 303-314 bloc. itseems reasonable to assume that a large majority-
about three quarters of the other than 303-314 employees--were BMWE members,
assuming that Conrail's job distribution was similar to that of other Class 1

railroads.

In the Table below, these assumptions are made. The Table indicates that
in previous negotiations, Conrail supplied the BMWE with employment data
covering only about three-quarters of the full-time employment.

We find it difficult to believe that only 8% or 339 employees within ICC
#300, and that only 28% or 339 employees within ICC 301-302, 314-320 are not
BMWE members. Yet, this is what the figures seem to indicate. Members of the
Signalmen and Supervisors' Unions would also probably find this unlikely.

So, what is the explanation for the discrepancy between the 4030 BMWE
average mancount (representing full-time employees for the period in question)
and the 3,146 ICC #303-314 (all employees on the payroll as of the middle of each
month, averaged over the year), for 1989?

We look forward to your reply.

Sincerely,

Jed Dodd hn Davison Perry e ler
eral Chairman neral Chairman Genera hairman
n Fed BMWE ES Fed BMWE CRS Fed BMWE
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Conrail and Class I RRs: What Is 2 Good Measure ofBMWE Employment?

Conrail All Class I Class [ % of
(1989) R (1990) Total #300

ICC 4303-314 (all are BMWE members) 3,146 32,278

ICC #301-302, 314-320 1,223* 12,649 28%

ICC total 44300 44,927 100%4,369*

BMWE Full Time Conrail Employees 4,030

BMWE Members in #301-302, 314-320 (?) 884**

Number and % of#300 Employces not in BMWE 339**
(8%)

Number and % of#301-302, 314-320 Employees 339**
not in BMWE (28%)
* Derived by 8 Conrail to have same job structure as Class ]I RR as a group, with 72%
of#300 being 4303-314.

**Assumes all BMWE members are in #300, and that the ICC mid-month andNRLC full-time
data for employment are compatible.
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et Prat Pebruary 28, 199o
VICE

tAGORMLATOM6

Mr. Geoffrey Zeh
Vice President and General Chairman
Brothethood of Maintenance
. of Way
1205 Woodward Avenue
Detroit, ME 48203-3596 :

Near Xr. eh:
Referring to your February 12th Jetter requesting data
showing monthly Maintenance of Way force levels and capital
program sixe, I am providing the following information

by catagories your
fatter.

maintenance of way force levels, on a-
:

4:
1

monthly basis, ginca Conrail's inception;
Attachment I shows the actnal average monthly BMWE

average

..1989. The average yearly mancount is also shown

the period, e.g. when a seniority distr ct line. is
- crossed aml ona set of jobs mst be abolished and
. readvertised, two different employees Will be paidfor each position, but the count will only reflect
one employee. Data for 1976 is not included
because the financial.reporting systems of Conrail
predecessor railroads were not -integrated until
the end of 1976 and mancount data by craft is not

menrount for each month for the years 1977 through
for. the same perfod Mote that these figures
represent ths number of full time for

available

2. The. range of Maintenance of Way seasonal forcefluctuations since Conrail's inception;
Attachment II, which is drawn from Attachment. [
summarizes the force fluctuation in each year.
Note that it is not possible to segregate the
seasonal factors from other factors, e.g. improved
productivity, plant size changes, etc. Within each

:

year however che variation shown is largely
seasonal.

MAR -2 1990

O0 FEDTX FEN

CONRAIL

Pebruary 28, 199041
WIE PRETO

Mr. Geoffrey Zeh
Vice President and General Chairman
Brothehood of Matntananes
of Way Enployves
1205 Woodwar Avenue
Detroit, MI 48203-3596 :

Rear Mr. Seah:

Referring to your February 12th letter requesting data
showing month y Maintenance of Way force levels ari capital
program sixe, I am providing the following information

arranged by the five categories requested in your
:

:
1. Coarail Maintenanc of Way force levels.

monthly basis, ginca Conrail's inception;
Attachment I shows the average monthly BMWE
manconnt for each month for the years 1977 through
1989. The average yearly mancount is also shown
for_the same perfod Note that these figures
represent ths number of full time for
the period, e.g. when a sentority distr ct line is
crossed and ona set of jobs mat be abolished and
readvertised, two different employees wil be paidfor each position, but the count reflect
one employee. Data for 1976 is not included
because the financial. reporting systems of Conrail
predecessor railroads were not -integrated until
the end of 1976 and miancount data by craft is not
available

2. The. range of Maintenance of Way seasonal forcefluctuations since Conrail's inception;
Attachment II, which is drawn from Attachment I,
summarizes the force fluctuation in each year.
Note that it is not possible to segregate the
seasonal factors from other factors, e.g. improved :

productivity, plant size changes, etc. Within each
year however che variation shown is largely
seasonal.

Mar -2 1990

O0 FEDTX FEN
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1

3. Conrail's scale of Maintenance of Way capital

Mr. G. Zeh
February.28, 1990
Page 2.

4.

5. Reasons for any change in Maintenance of

.1990 ami 19913

expenditure for 1990 and 1991, identifying any
change from 1988 funding levels;

Attachment II ahows capital expenditures for
track, and improvements and equipment
for-eamh of the years 1978 through-1990. Note :
that. there has been considerable fluctuation .:

entire period, wi! the argest,
year-to~year change occurring:

rehabilitation of the inherited plant was
completed at the end of 1979. Since the size of
the 1991 capital program will be determinad by a !

late $n 1990, and, at that time, there would still
be the possibility of subcequent

+ Even 1990. data reflects only the current plan ami
subject to change as econosic conditions may

2. 1989 capital, plan was'. - 1,t $512 but was dnoveased
as additional opportanitias. -

planning process which will contimie throughout
1990, I cannot provide you with 1991 data until: :

:

g the: : :

developed.3 :
ne

Maintenance of Way force levels anticipated during

nm the- astimated force levels"fax 1990,- subject to the caveatg already discussed
-with regard to the 1990 capital spending
Algo, force levals for 1991 are impossib
estimate until that.plan is finalized

ta

way- force
. levels' th next 24 months, in contrast to those
levels during 19883

The need for Conrail to rapidly avercome the
deteriorated track conditions inherited from

_ bankrupt predecessors imposed an enormous
discontinuity on our track majntenance levels.
We substantially renewed all of our track
structure fin a such shorter period 'than would.
have been the case {f 4- lang term normalized -

program had preceded April 1, 1976.
Between. 1980 and 1987, the size of the track
program reflected the accomplishment of the major
renewal tasks and, in any particular year, the >

cash available for the capital roadway program.

a.

1

41
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Mr. G. Zeh
Pebruary 28, 1990
Page 3}.

Sinca privatization, Conrafl's track maintenance
. program has been designed to maintain, on a
Jong-tema basis, the high quality physical plant
necessary to our ability to compete. Within any
Given year, the program will vary in a manner

. determined by-general economic conditions and the.
priorities of competing capital needs. The 1990.
program has been sized to reflect the softer
economy and the acceleration of track work, as
well as other capital expenditures, into previous
years.
Maintenance of Way force levels are primarily
determined by the size of the program in each
year; however, the considerable investment that-

has made in improved equipment, which -

1 the efficiency tha effort, is also a
significant factor. The large A&I expenditures in
1988 and 1989 reflect this investment.

1. :: : :

hope that this information will be helpful to you and that
you will contact he if you have any questions or comments

trulf\yours,

x. :President
Relations

attachments

cc; W. K. LaRueJ.J.J.
P. Cassese, Sr.J. Davison
R- Dodd

1

Mr. G. Zech
Pebruary 28, 1990
Page 3
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CONRAIL

a. t Swat
vit PXLHDINT

ARR RTATIONS

. Ravember 26, 1991.

Jed Dodd
General Chaixman
Pannsylvantia, Feceration
Brotherhood of Maintenance
ofWay Eaployea

-1930 Chestnut street
Suite 607-609.
Philadelphia, PA 19103

RE BMME for Tatormation
Dear Me. Dodds

This is in response to your letter of November 18, 1991
requesting information additional that which Conrail
sexsions. With respect to Request No. 1 in your letter, the
following list sata forth examples of the types of positions
and the corresponding rates of pay which are inc udad inI.C.C. Categories 312- and 3133

provided to you during our October 22-31 nagotiating

TRACKMAN $12.15
LUBRICATOR MANTAIHER - 12.45
MACHINE OPERATOR -- CLASS 1 14.06

CLASS 2 13.65
CLASS 3 12.73

VEHICLE OPERATOR 13.40
REPAIRMAN 13.63
TRACKMAN OPERATOR 12.27
CASUAL DRIVER 12.40

Because Of the manner in which payroll system data is
summarized {in the saries of computer runs which generate theI.C.C. Wage Form A report, it is not possible to provide a

w breakdown of the number of employees in each of theas
poaitions.

The first part of your. arequest. No.-2 appears to be

Conrail with other Class I railroads. As we axp ained

addressed to. a reconcilfation beatwden the 4010 mid-month
*

0
mancount for BMWE employees inthe shoot titled "Conrail
1989 Waga and rringe Cast ger for fat
a mid-month count of 3146 gat forth in ing

TD RECEIVED
4 NOV 27 1991

CONRAIL

© swat
VCE

LABOR STATIONS

November 26, 1991

Jed Dodd
General Chaixman
Pannsylvantia, Feceration
Brotherhood of Maintenance
ofWay Eaployea

.1930 Chestnut Street
Suite 607-609
Philadelphia, PA 19103

RE BMME Raquert for Information
Dear Mr. Dodds

Thia is in response to your letter of November 18, 1991
requesting information additional that which Conrail
provided to you during our October 22-31 nagotiatingsexsions. With respect to Request No. 1 in your letter the
following liat sata forth examples of the types of
and the corresponding rates of pay which are inc udad inI.C.C. Categories 312-and 313:

TRACKMAN $12.15
LUBRICATOR MAINTAINER - 12.45
MACHINE OPERATOR -- CLASS 1 14.06

CLASS 2 13.65
CLASS 3 12.73

VEHICLE OPERATOR 13.40
13.63REPAIRMAN

TRACKMAN OPERATOR 17.27
CASUAL DRIVER 12.40

Because Of tae manner in which payroll system data is
fn the sarfes of computer runs which generate theI.C.C. Wage Form A report, it is not possible to provide

breakdown of the number of employees oach of theas
poaitions.

The first part of your request No.- 2 appears to he
addressed to. a reconcilfation beatwden the 4010 mid-month
mancount for BMWE employees inthe shoot titled "Conrail
1989 Waga and rringe Cast ger for and
mid-month count of 3146 sat forth in

I vatlroads ASConrail with other Class
RECEIVED
NOV 27 1991
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during ovr Octobar 29 presentation, the 4030 figure was

average mid-month mancocnt for these employees was 4030." In
comparing Conrail to other Class I's, we could not usé
Conrail payroll data becausg we did not have comparable data

derived from Conrail payroll records contains data forall BMWE employaas who worked for dnrail 19893 the

. tor those Claos I'a. Accordingly, in order to provide the

ite availability.

beat applos-to-apples comparison, wa util{zed ICC Categories
303 to 3 j4 which are those categories consisting of aolaly
BMME employes.

Because of the strecture of the payroll data processing
system, it fo not possible to provide aqsonthly breakdown of

e Conrail Rage & Fringe Cost Por Employee Data}for MajorCrafts for the years 1987 through 1989. Modiffcations to
the former system which would have enabled us to gsneratethis data were nét underteken until 1989 and therefore -1990
im the first full year for which monthly data la avallabicYa are cureently preparing tha rung necessary to
obtain 1990 data and will provids it to you promptly upon

With reapact to your Request No, 3, 4s mantioned in the
previous paragraph, not all of this data is available. Xe
ave Currently looking into what additional information mightbe available which would be helpful. We will advise youshortly.

truly yourp,Ve

cos bert J. Cerjan
Thomas Green

4
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CONRAIL

Working safely requires continuous improvement.

DENNIS A. AROUCA
VICE PRESIDENT

LABOR RELATIONS

October 9, 1995

Mr. J. J. Davison Mr. Jed Dodd Mr. P. K. Geller
General Chairman Genera! Chairman General Chairman
Brotherhood ofMaintenance Brotherhood ofMaintenance Brotherhood ofMaintenance
ofWay Employes ofWay Employes ofWay Employes
P.O.Box 138 1930 Chestnut Street 29 West 130th Street, Suite B

Mansfield, MA 02048-0138 Philadelphia, PA 19103 Hinckley, OH 44233

Gentlemen:

This refers to your September 11, 1995 letter requesting information concerning how the

Carrier developed the "average monthly mancount" referred to in Vice President R. E. Swert's
letter dated February 28, 1990 to BMWE Vice President Geoffrey Zeh.

The average monthly mancount is filed with the Interstate Commerce Commission and is

calculated in accordance with guidelines that agency has specified. It is based on payroll data
and is essentially raa mid-month "snapshot" of active employees. Any employee who received

compensation for the day the "snapshot" is taken is included. Also included are employees
who did not receive earnings for that day but received thirty-two hours' pay for the work
week. This prevents active employees who are sick or otherwise absent from being excluded
from the calculation.

Your letter questions how Conrail's average annual mancount of 4,030 for the calendar year
1989 was derived. As explained in the previous correspondence cited in your letter, there
was a comparison of ICC Codes 303-314 with other Class I railroads because employees
shown under these codes are represented exclusively by the BMWE. In Conrail's case, 3146
BMWE employees were shown under [CC codes 303 - 314. Additionally, 884 other Conrail
BMWE employees were shown under ICC codes 301, 302 and 314-320. Conrail's total

BMWE employees for 1989 therefore equaled 4030.

Very truly yours

OCT 3 i905

PENNSYLVANIA ON
:

CONSOLIDATED RAIL CORPORATION 2001 MARKET STREET PHILADELPHIA, PA 19101-1415

CONRAIL

Working safely requires continuous improvement

DENNIS A. AROUCA
VICE PRESIDENT

LABOR RELATIONS

October 9, 1995

Mr. J. J. Davison Mr. Jed Dodd Mr. P. K. Geller
General Chairman Genera! Chairman General Chairman
Brotherhood ofMaintenance Brotherhood ofMaintenance Brotherhood ofMaintenance
ofWay Employes ofWay Employes ofWay Employes
P.O.Box 138 1930 Chestnut Street 29 West 130th Street, Suite B
Mansfield, MA 02048-0138 Philadelphia, PA 19103 Hinckley, OH 44233

Gentlemen:

This refers to your September 11, 1995 letter requesting information concerning how the
Carrier developed the "average monthly mancount" referred to in Vice President R. E. Swert's
letter dated February 28, 1990 to BMWE Vice President Geoffrey Zeh

The average monthly mancount is filed with the Interstate Commerce Commission and is
calculated in accordance with guidelines that agency has specified. It is based on payroll data
and is essentially a mid-month "snapshot" of active employees. Any employee who received
compensation for the day the "snapshot" is taken is included. Also included are employees
who did not receive earnings for that day but received thirty-two hours' pay for the work
week. This prevents active employees who are sick or otherwise absent from being excluded
from the calculation

Your letter questions how Conrail's average annual mancount of 4,030 for the calendar year
1989 was derived. As explained in the previous correspondence cited in your letter, there
was a comparison of ICC Codes 303-314 with other Class I railroads because employees
shown under these codes are represented exclusively by the BMWE. In Conrail's case, 3146
BMWE employees were shown under [CC codes 303 - 314. Additionally, 884 other Conrail
BMWE employees were shown under ICC codes 301, 302 and 314-320. Conrail's total
BMWE employees for 1989 therefore equaled 4030.

Very tryly yo rs

OCT 3 i905

PENNSYLVANIA eelON
:

CONSOLIDATED RAIL CORPORATION 2001 MARKET STREET PHILADELPHIA, PA 19101-1415
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Y CONRAIL

Working safely requires continuous improvement.

DENNIS A. AROUCA
VICE PRESIDENT

LABOR RELATIONS

AUG 2 995

Mr. J. Dodd
General Chairman

July 31, 1995 t

PENNSYLVANIA FEDERATION

Brotherhood ofMaintenance ofWay Employes
1930 Chestnut Street, Stes. 607-609
Philadelphia, PA 19103

Dear Mr. Dodd:

Enclosed is some recent information from the U. S. Department of Labor which I

thought you would find of interest. Major union contract settlements are
resulting in wage increases of about 2% per year, lump-sums continue to be

prevalent, and cost-of-living adjustment clauses continue to decline reflecting in
part low inflation in the economy. Inmany cases, these settlements are by .

railroad customers (for example steel, auto, chemicals, etc.). As you know from
previous information, railroads are unable to pass our cost increases on to our
customers through price increases.

Sincerely,

af

C
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ECONOMY

HousingMarket, Consumer Confidence
ImproveWhileWorkers'WagesLanguish
Compensation, Up by 2.9%,

Trailed Inflation Pace
In the Latest 12 Months :

By Hazrez
Staff Reporter of Wat

WASHINGTON - More the. fouryears
into the economic expansion, wage in-
creases remain modest.

The [ahor Department said yesterday
that total compensation costs rose just
2.9% in the 12months ended in June. Thats
slightty less than the inflation rate of 3%
during the same period. Wage and salary
costs were just keeping up with inflation
during the year ended in June, and benefit
costs were up just 2.7%, the department's they will get their share of the dividends.
emptoyment-cost index the
second quarter, tion costs rose we the on the demand side if.
0.7%, slightly more than the 0.6% gain
registered in the first quarter. Compensa-
tion costs include wages or salary and

:
: :
:

:
:

: :
3: :

subcontracting their extra
work and automation.

"Manufartiring and service compa-
nies really electedto put squeeze
on what they pay their workers," says
Stephen Roach,chief Morgan
Staniey & Co. "They've had to."

The slow increase in
costs is all the more surprising when
productivity increases are considered.
Over the past few years, the trend in
productivity growth has been about a half
@ percentage pointmore than itwas in the
1870s or 1980s. Companies, meanwhile, increase. Executive, administrative and

have become fatwithcash from the profits. managerial occupations had a 3.4% in
"Within a year of a in
productivity, we should ameaningful sional, specialty and technicaloccupations

uptick in wages," Mr. Roach says.
Labor Secretary Robert Reich says the

-sluggishcompensation

as AST

ing workers king them

He says, "Thequestion ts: Canthat arises

wages ar not keeping mp?"
Union workers seem to have gotten the

shortest end of the stick in all of this. The
Labor Department pointed out in its

* in
nonunion employees but only 23% for
union workers. For man indus-
tries the difference was far more stark:

peop e and only L7% for union em
ployees.

Not surprisingly, white-collar workers
are faring better than blue-collarworkers.
But within each category there are win-
pers and losers. For instance, handlers,
equipment cleaners, helpers and laborers

mal seasonal variations.

report that costs over theThere are several the
luggishnesof compensation gains: inter
nationa dec

abo

unions, ea th-care cost containment,

costs rose 2.7% for nonunion

pencation

saw compensation increases of 12% over
the past year, While marhine operators,

and inspectors had only a 2.1%

ereace in profes-

wereupj 25%.
All figures ave been adjusted for nor-
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provisions, which are excluded from the calculations ofCollective Bargaining
sum payments. The new data showed that lump-sum

MAJOR UNION CONTRACTS PROVIDE
WAGE GAIN JUST ABOVE 2 PERCENT

wage rate change, were n major contracts covering 42

collective bargaining contracts in private industry.
BLS said that the 42 percent is up from a low of 36

percent at the end of 1992. The coverage was highest in

1989, when it was 44 percent.
There has been renewed interest in lump-sum provi-

sions during the last several quarters, said BLS econo-
mist Janice Devine. She said that the provisions-which
often link the payment to an increase in profits-are
spread across a varicty of industries, with some concen-
tration in manufacturing.
During the second quarter of this year, cash lump-sum

payment provisions were newly negotiated in 11 agree-

percent of the 5.4 million workers under al major

The newest batch of major union contracts provide
annual wage increases just slightly above 2 percent,.
stretching out the pattern of deceleration over almost
three years, according to data released July 25 by the
Labor Department's Bureau of Labor Statistics.
BLS said that major collective bargaining agree-

ments-those covering 1,000 or more workers-finalized
in the second quarter of this year called for first-year
wage increases averaging 2.1 percent. Yearly wage gains
averaged 2.2 percent over the contract terms.
The last time the same parties bargained, mainly in

1992 and 1993, the contracts specified first-year in-
creases of 3.1 percent and annual raises over the term of ments covering 33,000 workers. They were maintained

new agreements provided smaller average wage gains
tinued in four agreements covering 8,000 workers.3.0 percent. It was the 11th consecutive quarter that the
in another 11 contracts for 33,000 workers and discon

than the contracts they replaced
Cost-of-living adjustment clauses (COLAs) are in-

In a report released separately, BLS found that union
cluded in a declining proportion of major contracts. As

workers had compensation increases of 2.3 percent over
of June 30, 1995, COLA provisions covered 23 percent

the year ended in June, while nonunion employees saw of workers under major contracts compared with 24

their pay rise by 2.9 percent. The union-nenunion gap percent at the end of 1994. Coverage had fallen steadily
from the 40 percent level that existed in the late 1980s

was described by figures from the agency's employment
cost index series, the government's broadest measure of In separate calculation of changes in the largest union

contracts-those covering 5,000 or more workers--BLS
changes in compensation (see related report in this

bined) increased by 1.1 percent annually over the life of
section)

found that total compensation (wages and benefits com

the agreements compared with 2.1 percent in the con Ay/

percent a year in these contracts.

As wage increases have moderated, a larger propor- The following BNA graphic and BLS tables show the

tion of employers have been giving their workers lump- latest data:

Lump-Sums Cover 42 Percent tracts being replaced. Wage increases alone averaged 1.1

_AverageAnnualWageRate'Adjustmentand Consumer Price.Index
Average Adjustnent Over Life of Contractand Annualized Rateof CPEWR, in Percent, byQuarter

:

: : : : : : : :

Average Annuai Wage Rate AdjustmentCapel ee
: : : :

A

:

Avon

2 Anh Areal Rate of Change in ths Priceinter for Wage Famenrard

-1988 1990 6 192-192 1994-1995 *-

Stag tess ? 1991

Average ercualwage rate over thes ie of bymajor. collective bargaining settiements: in-private indusiry
+

A BNA Graphic

Souros: Bureau of Labor

Copyright © 1995 by THE BUREAU OF NATIONAL AFFAIRS, INC., Washington, D.C. 20037
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Conrail iasted the following news relteuse Gctuber 18, 1995

&

r Net Income $116 Willian, Up 9.4 Percent;Conrail Third Quaz
Earnings Per Shor é jI ncrease 12.0 Percent To $1.31, Fully Oiluted

PH ADELPHIA - (NYSE: CRRY today reparted cet
income ot s11é (81.31 per share, fully diluted basis) far
the thind auortar af an increase of .3 percent in net

income and 12.0 percent in carnings per share compared to third
quarter £294 seat inkome ef $106 million ¢ 55.117 ger share, fully
diluted basis).

Net incame tor the rirst nine months of 1975 was $294

million ((s4,28 per fully diluted basis) compared with s#175 .

million ($1.91 per Bhare, fully diluted basis? for the sawe

rua

reriod last year. The 0current year results include a one Lime

credit of $2% mi I resulting from the raduction of a state
income tax rate Enacted during the second yuarter. Exctuding this
effact, Cenrail d have reported ret incame ot $273 million
Yor the Pirst nine

pio
hs of 1995 (43.05 per share, fully diluted

basis). One-time atke eae charges of $51 million for a nan-unian
eaployee vuluntaty eanly retirement pragram and related casts
recorded in tha birkt quarter of 1994 s?tected rasulte far the

nt

firat three quarters y@ur. Excluding the charses, for thehaq
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Service groups: 10.7 percent in Interstdal, 6.9 percent in Core,
.6 percent in Unit Tesin aud 6.5 percent in Automéetive., Within

aa Gare érvice Group, Katals decreased 9.1 nercent.. Food 4

a 4.0 percent, Petrochemicals & Minerals 3.2 parcent

cy nd Forast & ManaPactéred Products 5.2 peecant.
Far the first nine mcoatns, traffic valeme facraased 1.4

d

percent in the @utumotive Group, and decrassed by 7.09 percent int
Unit Train and 4.0 percent in Core.

Within the Cere Serv ce Group, trzffic decreased by 8.3 percent
if Fead & 1 9 percest in Metals, 2.2 #ercent ina

Forest & Manufactured Products Bnd percent in Petrocnemicals
ao Minerals,

1
até headquarters in Philadelphia,sith

eperates 11,700 m le rali freight netuaork in 12 Northeastern
and states, the District ef Columbia, and the Province

Quebec
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By Henry J. Holcomb, The Philadelphia Inquirer Knight-Ridder/Tribune Business News

NEW YORK--Oct. 19--Conrail is on track to remain independent and it continues to press its ~

effort to extend the railroad 2,500 miles southwest to Louisiana, Texas and the Mexican
border, chief executive David M. LeVan told Wall Street analysts Wednesday. :

At an analysts' briefing, LeVan acknowledged that the rail industries' merger mania and
persistent rumors of a pending takeover of Conrail by Norfolk Southern had damaged employee
morale and made Conrail's customers uneasy.

Still, he said, the Philadelphia freight railroad, the dominant carrier in the Northeast,
posted a 9.4 percent increase in net income during the third quarter, despite a 7.8 percent
decline in traffic and 2.7 percent lower revenues.

"As these results show, LeVan said, "Conrail is able to quickly and effectively respond to
changing economic conditions.

The opportunity to extend southwest from St. Louis and Chicago to Memphis, Tenn.; New Orleans;
Dallas; Houston; and the Mexican border is related to the pending merger of Union Pacific and
Southern Pacific.
The merger would leave the Texas and Louisiana Gulf Coast and the Mexican border with only
one railroad, a situation that must be corrected to achieve regulatory approval of the
merger, industry sources say.

Conrail is eager to supply the correction. At first Conrail sought to negotiate privately to
buy 2,500 miles of the eastern Southern Pacific system and thereby maintain competitive rail
service to the Gulf Coast region.
But when it became clear last month that UP preferred to give track-use rights to the recently
merged Burlington Northern-Santa Fe railroad, Conrail made its offer public.
Conrail has not decided whether to oppose the UP-SP merger when it comes before the
Interstate Commerce Commission later this year, LeVan said Wednesday. Opposing the merger
would create a sticky situation for Conrail because it must still cooperate with the two
giant railroads to get its customers' cargo delivered west of Chicago and St. Louis.

"Right now," LeVan said, "we're staying focused on what our customers want" and hoping that
the customers -- not Conrail -- will oppose the merger. -

END !A8?PH- CONRAIL
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road, a situation that must be cor-
rected to achieve regulatory ap-
proval of the merger, industry
sources say.
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comes before the Interstate Com-
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LeVan said yesterday. Opposing the
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tion for Conrail because it must still
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livered west of Chicago and St Louis.
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Conrail
gains in ©

3d qtr.
The railroad's net
income rose 9.4 percent.
It plans to expand
toward Mexico.

By Henry J. Holcomb
INQUIRER STAFFWRITER

NEW YORK - Conrail is on track
to remain independent and it contin-
ues to press its effort to extend the
Tailroad 2,500 miles southwest to
Louisiana, Texas and the Mexican
border, chief executive David M. Le-
Van told Wall Street analysts yester-
day.
At an analysts' briefing, LeVan ac-

knowledged that the rail industries'
merger mania and persistent rumors
of a pending takeover of Conrail by
Norfolk Southern had damaged em-
ployee morale and made Conrail's
customers uneasy.
Still, he said, the Philadelphia

freight railroad, the dominant car-
Tier in the Northeast, posted a 9.4
percent increase in net income dur-
ing the third quarter, despite a 78
percent decline in traffic and 27
percent lower revenues.
"As these results show," LeVan

said, "Conrail is able to quickly and
effectively respond to changing eco-
nomic conditions."
The opportunity to extend south-

west from St. Louis and Chicago to
Memphis, Tenn.; New Orleans, Dal-
las; Houston; and the Mexican border
is related to the pending merger of

+
Union Pacific and Southern Pacific.
The merger would leave the Texas

and Louisiana Gulf Coast and the
Mexican border with only one rail-
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track-use rights to the recently
merged Burlington Northern-Santa
Fe rauroad, Conrail made its offer
public.
Conrail has not decided whether to

oppose the UP-SP merger when it
comes before the Interstate Com-
merce Commission later this year,
LeVan said yesterday. Opposing the

merger would create a sticky situa-
tion for Conrail because it must still
cooperate with the two giant rail-
roads to get its customers' cargo de-
livered west of Chicago and St Louis.
"Right now," LeVan said, "we're

staying focused on what our custom-
ers want" and hoping that the cus-
tomers- not Conrail - will oppose
the merger.
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Pet
end 9/30 end 9/30

Revenues (miltons} $923 $349
Net income (milfons) $116 $106 -+9
Per share $1.31 $1.17 +12
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end 9/30 end 9/30

Revenues (miffions) $2,735 $2,747 -0
Net income (mitfions) $294 $175 +68
Per share $3.28 $1.91 +72
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Conrail
gains in ©

3d qtr.
The railroad's net
income rose 9.4 percent.
It plans to expand
toward Mexico.

By Henry J. Holcomb
INQUIRER STAFFWRITER

NEW YORK - Conrail is on track
to remain independent and it contin-
ues to press its effort to extend the
Tailroad 2,500 miles southwest to
Louisiana, Texas and the Mexican
border, chief executive David M. Le-
Van told Wall Street analysts yester-
day.
At an analysts' briefing, LeVan ac-

knowledged that the rail industries'
merger mania and persistent rumors
of a pending takeover of Conrail by
Norfolk Southern had damaged em-
ployee morale and made Conrail's
customers uneasy.
Still, he said, the Philadelphia

freight railroad, the dominant car-
Tier in the Northeast, posted a 9.4
percent increase in net income dur-
ing the third quarter, despite a 78
percent decline in traffic and 27
percent lower revenues.
"As these results show," LeVan

said, "Conrail is able to quickly and
effectively respond to changing eco-
nomic conditions."
The opportunity to extend south-

west from St. Louis and Chicago to
Memphis, Tenn.; New Orleans, Dal-
las; Houston; and the Mexican border
is related to the pending merger of

+
Union Pacific and Southern Pacific.
The merger would leave the Texas

and Louisiana Gulf Coast and the
Mexican border with only one rail-
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insider
Tranisactions
Following is alist of securities

trades recently reported to the Secu-
tities and Exchange Commission by
officers,, directors .and principal
shareholders of corporations based or
having sizable: employment in the
Philadelphia area Titles of officers
are as reported to the SEC. >

AMERICAN (INTERNATIONAL GROUP INC.:
Bemard Aldinoff, director, purchased 113 shares
of comon stock at $80.50 each on Sept. 6, and

at $34.50 each on Sept. 12. To cover expenses of
the transaction, ehares for
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now dwectly holds 7,310 shares. -

AMP 0INC.: Gerbera Hackman Franidin, director,
:

exercised an option for 952 shares of common stock

$4 each 12, 'and now deectly holds 952
shares.
AYDIN CORP.: Hakimoglu, officer of
ubsidiary, exercised an option for 750 shares of

. Common stock at $13.06 each on Sept. 14. To cover

holds 51185 shares Thames M
vice president, exercised an option for 750 shares of
common stock at $10.56 each on Sept. 26, end now
Gwectly holds 1,251 shares.

each from Sept. 22 to Sept. 26, sold them for
$21.38 each from Sept. 22 to Sept. 26, end now
directly holds 82,522 class A special shares,
COMPUCOM SYSTEMS INC.: Richard FlynnFord, dwector, indwectly sold 200,000 shares of
common stock at $6.88 each on Sept. 13, and now
drectly and indirectly holds. 311,501 shares.

.CONRAIL {NC.: Donald W. Mattson, vice presi-
dent, exercised an option for 8,132 shares of
common stock for $14 to $16.34 each on Aug. 25,
sold 7,632 shares for $65.65 each on Aug. 25, and

Paimer, retwed, exercised an option for 14,298
shares of common stock at $14.94 each from Sept
Palmer turned in 1.689 shares for $38 each from
Sept. 6 to Sept. 7, sold 10,000 shares in the open
market at <$37.50 each from Sept. 6 to Sept. 7, and

2,000 shares of common stock at $3.63 each on
Sept 5 and no longer holds shares in the company.
HARLEYSVILLE NATIONAL CORP.: Martin €.
Fossler, director, sofd 1,000 shares of common
Stock at $26.50 each on Sept. 28, and now directly

HEALTHCARE SERVICES Group
15,000 shares of common stock at $8.83 each from
Sept. 12 to Sept. 20, sold them for $10.19 to
$10.81 each from Sept 12 to Sept. 20, and 00
f anger holds shares in the company.
HERSHEY FOODS CORP.: Richard W. Meyers,

officer, exercised an option for 4,500
shares of common stock at $44.75 each on Sept.28, sold them at $63.38 each on Sept. 28, and now
dwectly and indirectly holds 4,351 shares.
MERIDIAN BANCORP. (NC.: Rofland Witiem
Holland, vice president, exercised an option for
3.000 shares of common stock at $33 each on Sept.6, sold them at $39.88 each on Sept. 6, and no

:

é : : : Monday, October 16, 1995.
:

:
:

HER, 4
of the tran Hakimoglu turned in we

515 shares for $19 each on Sept. 14, and now

COMCAST CORP.: Lawrence S. 'Smith,
President, exercised an option for 14,865 shares of
class A special common stock for $8.33 to $10.72 !

inow directly holds 8,033 shares.
CORESTATES FINANCIAL CORP.: Robert 8.

6 to Sept 7. To cover

Mow directly and indwectly holds 64,989 shares.
DEG SHOPS INC.: Paul S. Bachow, sold

and indtrectly holds 13.270 shares.

Thomas A. Cook. president, exercised an option for

fonger holds shares in the company.
director gaveMET-PRO CORP.: Earl J.

away 300 shares of common stock at an unreported
Drice from Sept. 5 to Sept. 29, sold 6,000 shares for
$13.88 to $14.50 each from Sept 5 to Sept. 29,
and wow directly holds 124,285 shares. .ONC BANK CORP.: Mitton A. Washington,
dwector, purchased 7,000 shares of common stock
at $28.50 each on Sept. 26, and now directly holds
18,055 shares.
STV GROUP INC.: STV Engineers ESOP, benefi-
cial owner, indirectly purchased 4,500 shares of
common stock at $5.25 each on Sept 18, and now
indirectly holds 1,168,336 shares.
TOLL BROTHERS INC.: Bruce E. Toil, president,sold 511,000 shares of common stock for $17.75 ta
$18.88 each from Sept. 1 to Sept. 29. and now
dwectiy holds 6,134,283 shares. Robert & Toll,
officer and dwector, sold $90,000 shares of common
stock for $19 to $19 each from Sept 5 to Sept. 23,
and now directly holds 6,235,079 shares.

SOURCE: COASinvesinet, Fort Lauderdale, Fla.
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THIRD QUARTER NET INCOME $116 MILLION, UP 9.4 PERCENT

Earnings Per Share Increase 12.0 Percent
To $1.31, Fully Diluted

Conrail yesterday reported net income of $116 million ($1.31
per share, fully diluted basis) for the third quarter of
1995, an increase of 9.4 percent in net income and 12.0
percent in earnings per share compared to third quarter 1994
net income of $106 million ( $1.17 per share, fully diluted
basis).
Net income for the first nine monthe of 1995 was $294
million ($3.28 per share, fully diluted basis) compared with

same period last year. The current year results include a
one-time credit of $21 million resulting from the reduction
of a state income tax rate enacted during the second
quarter. Excluding this effect, Conrail would have reported
net income of $273 million for the first nine months of 1995
($3.05 per share, fully diluted basis).

$175 million ($1.91 per share, fully basis} for the

Revenues for third quarter 1995 were $923 million, a
decrease of 2.7 percent compared with $949 million in third
quarter 1994. Revenues for the first nine monthe of 1995
were $2.735 billion, a decrease of 0.4 percent compared with
$2.747 billion for the same period last year. Freight
traffic volume in units (freight cars and intermodal
trailere and containers ) decreased 7.8 percent in the third
quarter and 4.7 percent in the first nine months, compared
to the same periods of 1994.

For the quarter, traffic volume decreased in all four
service groups: 10.7 percent in Intermodal, 6.9 percent in
Core, 6.5 percent in Unit Train and 0.5 percent in
Automotive. Within the Core Service Group, Metals decreased
9.1 percent, Food & Agriculture 7.0 percent, Petrochemicals
& Minerale 6.2 percent and Forest & Manufactured Products
§.2 percent.
For the first nine months, traffic volume increased 1.4
percent in the Automotive Group. and decreased by. 7.0
percent in Intermodal, 4.1 percent in Unit Train and 4.0
percent in Core. Within the Core Service Group, traffic
decreased by 8.3 percent in Food & Agriculture, 4.5 percent
in Metals, 2.2 percent in Forest & Manufactured Products and
1.8 percent in Petrochemicals & Minerals.

LEVAN REAFFIRMS CONRAIL'S INTENT TO REMAIN INDEPENDENT

Conrail President and CEO Dave LeVan told securities analysts
at Conrail's regular quarterly presentation Wednesday that Conrail's
intent is to provide increasing value for shareholders as an
independent company.

Today's edition of The Wall Street Journal quoted LeVan on the

hands-off," according to the Journal.
railroad's good financial performance in the third quarter. Said
LeVan: good solid performance is always the best message for :

LeVan told analysts that Conrail has been successful at achieving
customer service improvements and extending its market reach
through joint alliances with other railroads, rather than seeking
those improvements through a merger.

:

: x :
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GOOD NEWS ON GRADE CROSSING CRASHES

The numbers are in on reducing grade crossing crashes, and
Conrail is the best in the industry among Class I railroads
for the firet six months of 1995. Thanks to the hard work of
Conrail's many volunteers from its Police Department,
Labor/Management Project teams, Safety Committees, the NARBW
and many more, we're the eafest when it comes to railroad
crossings. Here are the numbers with ratios calculated per
million miles operated...
RR 1995 1994

Conrail 2.79 3.28
ATSF 3.17 2.77
SP 4.01 4.58
BN 4.04 4.19
UP 4.07 4.17
csx 4.41 4.55
NS 7.05 7.52

COLLINWOOD HOLDS ENVIRONMENT, & SAFETY DAY

Employees at the Collinwood yard were treated to a day of
education about the environment, health and safety sponsored
by the Risk Management Department last week. Safety
Committee members began preparation late in the day on Oct.
10 for the 24-hour event.
Activities and exhibits included safety information, health
ecreenings, safety equipment demonstrations, benefits
information and more. Congratulations to all who helped make
this a successful(and safe) day.
REEKEKEEKKEEEEEKEKEEKREKEEKEEEEKEKEEKREREEKEEEREEERKEKEEKEKEKE

222222222? BY THE NUMBERS 222222222?

Safety - it's part of everyone's job...
How are we doing at maintaining a safe work environment for
ourselves and those who work with us? How close are we to
achieving our goal of a 50 percent reduction for injuries?
Here's the year-to-date rundown as of October 16, 1995
(variance in percent, divisions in alphabetical order).
CT75 Actual 1994 Variance ~

System 655 1153 + 43.19
Albany 113 187 + 39.57
Dearborn 78 igi + 59.16
Barrisburg 71 132 + 46.21
Indianapolis 71 102 + 30.39
Mech. Mfg. 23 61 + 62.29
Philadelphia 87 i71 + 49.12
Pittsburgh 115 264 + 56.43

Conrail Traffic in units (freight cars, containers and
trailers)...
Units for the year-to-date and the seven-day period ended
October 15 vs. the comparable period a year ago

Year-to-date
1995 1994 Change

3,158,086 3,328,145 -5.1 percent

Current week

1995 1994 Change
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gg, 149 87,710 ~ 3.4 percent
stock price activity...
Price per share for the week ended October 13:

High
Low $67 5/8

$72 1/4 ***«new high!
Close $71 1/2
Change (from 10/6 close) + 2 3/8

Average Daily Volume shares traded

Trading range high/low prices for the previous 12 months

High $72 1/4
$48 1/8

Conrail Newewire is published weekly by the Corporate
Communications Department of Conrail, Inc., 2001 Market St.
19A, P.O. Box 41419, Philadelphia, Pa. 19101-1419. Your
comments and suggestions are encouraged. Please include your
name, craft, work location and a phone number where you can
be reached to verify your letter. You cam also write Conrail
Newswire via the Emc2 System. Address your cogrespondence to
the mailbox of Newswire Editor Andrea Just.
PREECEKEKEREEKEKEKKEKEKEEKEEKEEKEEKEKEEEEEEKKEEREKKEEKEKEEKKEEK
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"an injury To One ts An injury To Ali"

Pennsylvania Federation
1930 Chestnut Street - Suite 607

Philadelphia, Pennsylvania 19103
phone: (215) 569-1205fax (215) 569-0676 Q/ @

Office of the General Chairman
Jed Dodd

sak

February 15, 1996

Overnight Mail

Faye Marie Landers-Crawford, mediator
7207 Lorence Lane
Lithia Springs, Georgia 30057

Dear Ms. Landers-Crawford:

Re: A-12718/1
A-12718/1(a)
Conrail v. BMWE

As per our conversation, enclosed is some of the iegal work that has been
associated with this round of bargaining.

Yours truly,

Dott
Jed Dodd
General Chairman

cc Perry Geller
John Davison
Joel Myron
All Federation Officers

"aAninjury To One {s An injury To All"

Pennsylvania Federation ANTENA,1930 Chestnut Street - Suite 6O7
Philadelphia, Pennsyivania 19103

Q/ @
phone: (215) 569-1285(215) 569-0676

Office of the General Chairman
Jed Dodd

sak

February 15, 1996

Overnight Mail

Faye Marie Landers-Crawford, mediator
7207 Lorence Lane
Lithia Springs, Georgia 30057

Dear Ms. Landers-Crawford:

Re: A-12718/1
A-12718/1(a)
Conrail v. BMWE

As per our conversation, enclosed is some of the legal work that has been
associated with this round of bargaining

Yours truly,

Jed Dodd
General Chairman

cc Perry Geller
John Davison
Joel Myron
All Federation Officers



Legal Issues Associated with A-12718/1 and A-12718/1(a)

1. April 28, 1995 Injunction
Alton and Southern, et.al.v. BMWE

2. December 15, 1995 TRO
Clearfield Strike

3. Declaration 1, 2, and 3 of Jed Dodd before Federal Court
in Alton and Southern. et. al. v. BMWE
Declarations detail bargaining history on Conrail showing the Conrail has
never been in anything but local handling

4. June 24, 1994 Stipulation resolving appeal of Permanent Injunction issued

May 27, 1994

Legal Issues Associated with A-12718/1 and A-12718/1(a)

1. April 28, 1995 Injunction
Alton and Southern, et.al.v. BMWE

2. December 15, 1995 TRO
Clearfield Strike

3. Declaration 1, 2, and 3 of Jed Dodd before Federal Court
in Alton and Southern. et. al. v. BMWE
Declarations detail bargaining history on Conrail showing the Conrail has
never been in anything but local handling

4. June 24, 1994 Stipulation resolving appeal of Permanent Injunction issued

May 27, 1994



SENT BY: BMWE + 2-14-96 : 121556863254 wr,

SENT BY: 4-28-95 + 5:19PM; 1158606008;4 1/ 44

William E. LaRueMac
President

Secretary. Treasurer
:

Brotherhood ofMaintenance ofWay Employes
Affiliated with the aad C10.

April 26, 1995

Circular 324

VIA PACSINIL®

TO ALL GENERAL CHAIRMEN AND
VICE PRESIDENTS IN THE UNITED STATES

REs Alton and Southern, et al. v. BNN3, United States District
Court, District of Columbia - Local va. National Handling
litigation: jJudae Yogan's April 28. 1995 decision.

Dear Sirs and Brothers

At approximately 3:00 p.m. today, we were informed of Judge
Hogan'e decision regarding the carriers' request for a prel
injunction to prevent BMNE from striking in response to the
cerriers' refusal to bargain locally. &xcerpts of that decision
are attached hereto.

Judge Hogan granted the injunction, specif{eally finding that
neither side has proven that they are likely to win the case. He
also implied that the RMB should control the process instead of the
courts and that the parties should resolve their differences sither
locally or nationally. The judge's reasoning is at wer with
reality; indeed, as a practical matter, his decision only adds to
the delay the carriers hope to gain out of thie lawsuit.

While the decision ia disappointing it comes to us as no

surprise. As atated in my earlier communication, we will be

an expedited basis.
prosptly taking the matter up on appeal to the Court of als
the District of 'olumbia Circuit That appeal will be andied on

Salle 200
President's Dept. 86565 Evergreen Road Secootary-Treasurery Dupt.

FAX 313-948-7160 Southfield, Mi 48076-4225 FAX 913-048-0140

Telephone 913-948-1010
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We will provide further regerding the effects ofthis decision.

President

In eflidarity,

Yyh
ccs Grand Lodge Officers
opeiu-42
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CLERK, U.S. DISTRICT COURT,
Pigintiff, ) DISTRICT OF COLUMETA'

}
v. ) Civ. No. 94-2365 (TFB)

)BROTHERHOOD OFMAINTENANCE
OFWAY EMPLOYES, )

)
Defendant. )

MEMORANDUM OPINION

. Pending before the Court is the Plaintiffs' Motion For a Temporary ResuainingOrder,

and aMotion by PlaintiffConsolidated Rail Corporation For an OrderTo Show CauseWhy The

Brotherhood ofMaintenanceofWay Employes, Mac A Fleming, Jed Dodd, and PerryK Geller

ShouldNot BeHeld in Civil Contempt and Judgment ofContempt. The plaintiffs ask the Court

to make a determination that a strike bemg conducted by The Brotherhood ofMaintenance of

Way Employes (BMWE") is in violation of this Court's decision .ofApril 28, 1995, in it

enjoined BMWE from engaging in strike or other forms ofself help against the plainnifis relating

to disputes arising from the § 6 notices served inNovember 1994. The defendant has opposed

thismotion. After carefully reviewing the parties' briefs, arguments and other subatissions, the

Court finds that the present picketing is existing Preliminary

Injunction, Accordingly, BMWE is hereby ordered to cease and desist from its picketing of

Conrail and comply with the tenns of the Order of this Court dated April 28, 1995.
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UNITED STATES DISTRICTCOURT
FORTHEDISTRICT OFCOLUMBIA.
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L BACKGROUND

is so Court

is @ union tepresentingworkers employed by the plaintiffcarriers. The mations pending before

the Court another example ofcoaflict in the long historyofcontentious disputes between

these parties. This particular dispute asks the questionoft a strike by defendeatBMWE

against one ofthe plaintiffs, Conrail, is prohibited by the existing Preliminary Inpanction.

On or aboutNovember 1, 1994, the defendant served upon the plaintiff including

Conrail, opening § 6 notices which conteined a proposal intended to protect union employees in

the event of the saleofa rail Iine. That proposal reads as follows:

Successorship

The Cartier egrecs that itwill condition any sale or lease ofall 2 portion ofits
railroad by including « clause in any sale or lease agreement 10 provide for
Successorstip ofthe Brotherhood ofMaintenance ofWay Employees as the
duly-designated representative for collective bargaining under the Raiiwey Labor
Act or other applicable law, and thar any lessee and/or purchaser shall continue

*The Court's first opinion in this case is rot published. See Alton & SouthemRy.Co.
v. Brotherhood ofWev Emploves, Crvil Action No. 94-2365, 1995 U.S.
Dist. LEXIS 2740 (D_D.C. Feb, 20, 1995) (denying cross-motions for prefimimary
injunction), aff'd, No. 95-7042, 1995 U.S. App. LEXIS 12153 (D.C. Cir. Apr. 25, 1995) and
Akon & Southern Rv. Co. v, Brotherhood ofMaintenance ofWav Emploves, Civil Action
No. 94-2365, 1995 WL 338544 (D_D.C, Feb. 21, 1995} (same) aff'd. No. 95-7042, 1995
WL 311450 (D.C. Cir. Apr. 25, 1995). The Court's second opinion is published. See Alton
& Southern Ry. Co. v. Brotherhood ofMaintenance ofWey Emploves, 883 F. Supp. 755
(D.D.C. 1995) (granting carriers' request for preliminary injunction). The Court's third
opinion is also published. See Alton & Southern Rv. Co. v. Brotherhood ofMaintenance of

F. Supp. 646 (D_D.C. 1995) (denying union's request to alter and
amend): aff'd Altoa& Southern Rv. Co. v. Brotherhood ofMaintenance ofWav Emuloves.
No. 95-7176, 1995 WL 686177 (D.C. Cir. Oct. 19, 1995).

7a

3/15

previously Sated it is unnecessary to review the entire background ofthis litigation © Suffice ix

to say that the plaintiffs are a group of29 reil common carriers, and that the defendant BMWE

lo:
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the eiployment ofall employees represented by theBMW as well as all rules,
wages andworking conditions embodied in the existing agreements effect
between the Carrier and theBMWat the timeofthe sale and/or lease.

The plaintiffs had previously designated theNational Carriers' Conference Committee to

act as their exuthorized national nulti-cmployer bargaining agent to represent them in

negotiations with raitway labor unions, including theBMWE. TheBMWE rejected

employer bargaining, aad sought to force bargaining on a local basiswith each individual cemier.

Thus,.with regard to the Successarsitip proposal end other proposals coutained in the

defendant's § 6 notices, the underlying dispute was overwhether the cariers could insist upon

multi-cmployer bargaining orwhether theBMWE could msist on castiet-by-cartier bargaining.

On April 28, 1995, the Court granted the plaintiffcarriers' motion for 2 preliminary
"
injunction and theBMWE from engaging in any form ofselfhelp related to the issue

dispute until this Court has ruled upon the plaintiffs' request for a permanert injuncticn"

Specifically, the language of that Ordes prohibited the defendant from "anthorizmg,-

encoureging, permitting, caliing, engaging in strikes, picketing, work

stoppages, or other help against the relating to the dispute or disputes arising from

the § 6 notices served in the round ofbergzining that commenced on 'or about November I,

1994..."

Conrail, oneof the defendants, recently entered into an agreement to sell epprocdmately

100 miles oftrack, located in central Pennsylvania, commonly krown as the "Clearfield Cluster

Lines" to a newly formed subsidiary ofR.J. Corman Corporation. The plaintiffhas represented

*The parties have completed bricing the permanent injunction issue. Under the
current schedule, the Court intends to conduct a hearmg oa the mazter in January, 1996.

3

AC 72A
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that this subsidiary intends to a it acquires the line. As a result ofthe

peading sale, BMWE asked for ameetingwith 8 representativeofthe new company regarding

the status ofnineteen BMWE-represented Conrail employecswho hold seniority rights to the

méintenancework on thet line, BMWE has cepresented that approximately fourof these

employees would not be able to exercise their seniority rights after the sale. SeeDodd

Declaration (2 Attempts to set up ameeting BMWE and

negotiated settlement proved unproductive. In the meantime, BMWE served notice upon

Conrail, under § 6 of the RLA, requesting Conrail negotiate an agreement providemonetary

essistence BMWEworkers affected by the sale. BMWE claims that thise § 6 notice is

unrelated to the § 6 notices served InNovember of 1994.

When Conrail refused to acquiesce to BMWE's demends, on December 11, 1995,

BMWE commenced picketing ofConreil. The plaintiffs now assert that the picketing bas

canseda shutdown ofClearfield Cluster. The picketing is presently confined to the

aforementioned location, however, BMWE répresemed to the Court thet i felt itwas presently
entitled to expand its picketing to any location where theBMWE as employees. In other

words, the BMWE sugsests that despite the existingPreliminary Injunction it has an entitlement

to shut down a large number ofthe nations' reilways over the fateofthe four displaced workers.

This Court conducted 2 hearing ou December 12, 1995. 'The assert thet the

form ofa strike. The pammtiffs argue thet BMWE is elready enjoined from picketing or striking

Conrail, sad that ins conduct is in violation of the terms of this Court's Order. In addition,

reach 2

restraining order is necessary to prevent BBMWEat from continuing to engagem selfhelp in the

'
according to the plaintiffs the strike is in violation of the Railway Labor Act, 45 U.S.C. §§ 151

4

AO 72A
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seq. TheCourt recognizes that the plaintiffs' request is for injunctivereliefandfora

civil contempt citation against the defendants. However, besed upon inspection of the

plaints arguments the Court will construc the plaintiffs" motions as a request for a

clarification from the Court that the present actions MWE fall within the prohibition ofthis

IL DISCUSSION

_
The plaintifis ergue thatBMWE's resort to self-help in the form ofa strike is im violation

ofthis Court's Preliminary Injunction ead a violation ofthe RLA. Accordingly, the plamriffs

urge the Court to subject thedefers to & coercive.civil contempt order and require them to

'pay civil contempt fines on a dailybasis for each day they fail to remove The

plaintiffs argue tharBMWE's strike is intended to force Conrail to accede at the focal leveltoa

demand identical to thet made in BAIWE'sNovember 1, 1994, § § notice. BMWE pickets are

intended to force Conrail to negotiate agresments protecting the employees affected by the

pending sale. The Suocessorship proposal in the BMWE's § 6 notice to Conrail and other

carriers was intended to force the cartiers protect employees effected by future sales. The

plaintiffs argue ther this subtle distinction does not place the present picketing outside the

conduct Which the Preliminary Injunction covers.

The Court's Preliminary Injunctionwas intended to mzintsin the status quowhile the

igsues in the original § 6 notices were in mediation. According to the plaimifis, BMWE's resort

to selfhelp while the notices are subject to that mediarion, and peading this Court's decision on

the merits, is in direct contravention of the Court's Order. Moreover, because theRLA

AQ 724
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procedures hawe gtj]] nat bean exharsted, che argue that the pickriing the :
:

RLA?

of fe

violation of this Court's Apell 28, 2993 njunction, or in violation ofany lew of theUnited

Sretes BMWE to conduct fom the existing Preliminary

Injunction. According toBMWE the picketing bere does not: (1) arise fram theNovember

1994 § Smotices, (2) dispute with Conrail, and (3) grow out the Sisgnitewhich led

to the injunction that is, heather the parties should hargain rationatty locally BMWE argues

that when the original was conaidered the plaintiff" proffered reason

eunrelated to attempi on the part of to engages in selfhelp ia order to

consittent with the 6 notices. Rather,BMWE claims that the concems,

et Ghat Gime, limited to the immanenty ofthe BMWE's selfbelp to step the
' carriers' reflizal to bargain becauseof the dispute overwhether that bergaining shouldbsonen

tndividue! basis oronemultemployer level. Thus &wasa national local dispute,

opposed to the present dispute involvingRJ. tn negntiate for 8 hiring

agreement. Furthermore, BMWE suggests ther the plaintiffs ta the present

strike to theNovember 1994 § 6 rotices fails on account ofthosenotices now beingmoot nt

they pertals to this perticwar sale. In otherwords, the it

:

Jahernatively, the assert that e TRO greated. Ths plaintiffs argri«
cheat ¢ TRO would be is essentially the same isaues that
this Court has previously prohibited the BMWE from striking ove
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the possibility that the Successorship proposal could ever be ncluded as a of this sale'
The defendant also argues that ts present conduct does not violatethe RLA. The

defendant principally on the Fourth Cireuit holding Wheeling&Lake ErieRy.. 914 F.2d
53 (4th Cir.1990). That Case arose from the sale byNorfolk& & ofa section
ofits Wheeling& LakeEvie Railway & W& LE refitsed ta

negotiate with the union representing the displacedworkers egarding variousworkers' rights,
inchading seniority, the decided to engage in picketing ofbothN& S, the seller, andW&
LE. N&S in W&TE N
& Swas eventually successful in having the union enjoined from picketing. The grant of

. injuactive by the violatethat the picketing
abased on a

RLA § 2 Ninth (45 U.S.C. § 152Ninth), which according to the court, provided for the
National Mediation Board to investigate all disputes regarding employee "vepreseatation," and

that this means of exclusive. At the time the injunctive reliefwas W&
LE kad no employees and was not a filly fimctioning carer.

On appeal, because W & LE had already hired employees, the Court found that the

union's attempt to negotiate the manner ofhiring had been rendered moot, and therefore the
Court let standing the inpmction. 914 F.2d 55-56. However, the Court went ou to address

:

the question ofwhether or not the injunction had been properly granted. The Court stated that

"This issue can be dealt with quickly. It appears that Conrail, in the future, wouL+d bebound by any existing demands made by BMWE as ofNovember 1, 1994, eventuallyresolved iinBMWEs favor. This would eppear to include a seller's obligation
Successorship clause. Counsel for Conrail conceded as rmich during the hearmg.Accordingly, at least with regard to Coarail's obligations to theBMWE, a sale ofa 'portion ofthe line has not mooted the issuc.

7
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and Corman's subsidiary, overwhether the buying entity, will enter into an agreement to provide

ID PAGE.
:

:

wm order for injunction to be properly issuedw questions need be answered affirmatively.

First, does the conduct at issue prowaut ofzt labor dispute? Id, at $5. The Court ofAppeals
found that this question could easily be answered in the affirmative. The second question

whether the plaintiffcould show that the conduct is probibited by a specificmandate ofthe
RLA. Id. The Court found that because the "affected railroad" could not have shown a

vidlation of 1theRLA, the injunctive reliefshould have been dented. Id.at 56. The Court

reasoned that because "there can be no dispute over 'representation' where there are no

employees, theRLA's representation dispute resolution procedures could not havejustified

enjoining picketing beforeW& LE became an active railroadwith aworkforce. Id. The

: ::

defendant argues that ikeWheeling, the dispute that fed to the picketing is one bepreen
BMWE

the hiring ofthe new. ecaployees. SinceRJ. Corman is not subject to theBLA
until begins operations, the RLA does not apply in such away a8 to preventBMWEi from

engaging in selfhelp.

The Court's analysis begins with its April 28, 1995, injunction, The argumentof 2MWE

that the Preliminary Injunction does not apply to the present picketing is dependent an either a

ofwhat it is doing, or a onsunderstanding ofwhat this Court's previous
opinion said, BMWEis suggestion that the Preliminary Injunctiona based

national versus local bargaimng dispute, demonstrates a misunderstanding of that
Order which the parties should not have at this stage ofthe litigation Accordingly, the Court

will take a moment.to review the applicable language, ThePreliminary Injunction is based on

the

prevention ofviolations of the RLA. The opinion states, that while theRLA did not prohibit

g

AO 72A
(Rev. 642}

18:12 FROM
PAGE.

:

:

in order for injunction to be properly issued two questions need be answered affirmatively.
: :

:

First, does the conduct at isue growout ofx labor dispute? Id, at $5. The Court ofApeals

found that this question could easily be answered in the affirmative. The second questionwas

whether the plaintiffcould show that the probibied by a specificmandate ofthe

RLA. Id. The Court found that because the "affected railroad" could not have shown a.

Violation of theRLA, the injunctive reliefshould have been dented. Id. at 56. The Court

reasoned that because "there can be no dispute 'representation' where there are no

employees, the rprsentation dispute resolution procedurs could not havejustified

cajotning picketing beforeW& LE became an active railroadwith aworkforce. Id. The

defendant argues thar ikeWheeling, the dispute that fed to the picketing is one

and Corman's subsidary, overwhether the buying entity, will enter into an agreement to provide

for the hring ofthe new subsidiary's employees, SinceRJ. Corman is not subject to theBLA.

umtil begins RLA does not apply in such away a8 to prevent BMWE from

engaging in selfhelp

The Court's analysis begins with its April 28, 1995, injunction, The argument TBMWE

that the Prelminary Injunction does not apply to the prsent picketing is dpendent on either a

roischaracterization ofwhat it is doing, or a misunderstanding ofwhat this Court's previous

said, BMW suggestion that the Preliminary Injunction was based solely on the

national versu local bargaimng dispute, demonstrates a misunderstanding of that

Order which the parties should not have at this stage ofthe litigation Accordingly, the Court

wall take a moment.to review the applicable language, ThePreliminary Injunction is based on

prevention ofviolations of the RLA. The opinion states, that while theRLA did not prohibit

g

AO 72A
(Rev. 642}



AO 2Aev. 882)

Strikes, "it contained a complex set ofprocedures for delaying strikes . . . in order to that

the parties have a sufficient opportumity to negotiare and mediate their disputes." F. Supp. ©

at 758. The Court father stated thar "[w]hile [a] dispute working itsway through thes

stages, neither partymay unilaterally alter the Satusquo. §§ 2 Seventh, 5 First, 6, 10." Id.

(quoting, Brotherhood ofRR, Trainmen v. Jacksonville Terminal Ca. 394 1} S$ 369 378

(1969). Finally, the Court stated that:

There is no doubt that the parties have notexhausted these procedures.
Although the parties did not initially confer about their disputes, theNIMB's
decision to proffer ts services sua sponte provides the partieswith an
opportunity to begin to exhaust the RLA procedures. Given the fact that the
parties' dispute is currently inmediation, it appezrs at first hlush that theBMWs
required to refrain from altering the status quo by striking or resorting to some

Toledo, 396 U.S. at 148: De aware& Hudson, 450 F.2d et 607. Thus, itwouldsem that it would be appropriate to grant the carriers request for an injunctionin order to preveat the BMW from enpaping in improper strikes.

Thus, it is clear that the Preliminary Injunction was ordered in large part to require compliance

with the procedures associated the § 6 notices. The Court believes in this instance that the

BMWE is employing selfhelp to secure from Conrail locally, what it asked for in the November

1, 1994 § 6 notices, Because the BMWE is prohibited at the present time from picketing over

those subjects, its picketing violates the terms of the Preliminary Injunction.

BMWE attempts to escape the terms of the Preliminary Igunction by arguing thatt its

conduct is not in violation of the RLA. The Court finds that theRMWF's reliance on, Wheeler

is misplaced. BMWE claims that its conduct does not violate theRLA, but the present case
differs from Wheeling in several material respects.* This case involves a strike against the selling

*Thedefendant placed before the Court any convincing why this
Court should treat ofanother cruuit as dispositive authority in this Court.

9
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extity, Conrail, While did invalve an attemmed strike againstNS {theseller)'
& LE (the buyer), the Court neverheld even In dictum that the union was entitled fo strikeN&
5. As oven BMWE noted, the relewant fangnage in that opinion states thar "Lwie do nothold
that theUnious could not have &LE's employment office or headquartersbeforeW
& a 914 F.2d at 56 (emphasis added).® In thet case the union had

picketed both the seller and sellee and the Court found no violationoftheRLAwith regards to
W & LE (the selfee)." Im this case tis is ctually operating the Clearfield Cluster

pending the consumationofthe sale. They do employees, they are inmediationwith
those employees, and those employees are enjoined fom picketing Conrail over.successorship
tights. Under the rationaleWheeling this Court might be powerless to enjoin efendant

from engaging in a strike ofRJ. Corman's office in Kentucky. But it is notBJ. Cormanwhich
is feeling the heat here, but Conrail. This case differs another rozterial respect from

Wheeling. That case involved the unionmaking demands on the sellee to negotiate. The Court

recognizes that this bas also been doae here, but this case presents the additional circumstance

1

1

ofBMWE making demands ofCoarail relating to its employer-employee relationsh{p with

BMWE, and most important, picketing over those demands. Significantly, the parallel,
in mostmaterial respects, the obligations of2 seller under the § 6 Successorship

Court believes even applying the reasoning ofWheeling the injunctive reliefis warranted.
"This reading is further supported by language in the opinion suggesting that the

F.2d at 56.
"affected ailroad must find a specificmandate ofthe RLA that prohibits the picketing." 914

As there can be no dispute over 'representation' where there are no employees, theRLA's representation dispute resolution procedures could not bave justified exjoiningpicketing beforeW& LE became an active railroad with 2workforce." 914 F.2d at 56.
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Moreaver, court predicated the grant ofjinjunctive reliefan a violation
of the RLA. In the present case, like Wheeling the Prelimimary Injunctiona employed to

Court's previous injunctionwas notpredicated on prevention ofa legitimate potential violation

oftheRLA. The § 6 noticeswere then, and presently remain, inmediation. The injunctionwas

to prevent strikes while themediation was continuing.

Thus, ultimately, the real question for this Court iswhetherBMWE's present picketing

involves the Same presented in § 6 notice. If they da, then the picketing is already
prohibited by an existing Preliminary Iqjunctton. As the Court has tried to clear

throughout this analysis, the Court bclieves the present picketing is to force Conrail to negotiate

some of the same issues that BMWE is prohibited from picketing over until mediation is

completed. As previously stated, the Court's intent in issuing the Preliminary Injunction was to

maintain the status quo whilemediation vas pending, With this inmind, the BMWE should not

be able to continue its picketing here." BMWE seeks from its picketing largely the same

protections as ir demaaded in its Successorship proposal, The defendant admitted es mach

when it conceded had the Successorship clause been in existence it would have provided mnch

of the same protections thatBMWE now seeks to obtain thraugh picketing. For this Court ta

adoptBMWE's suggestion that these §6notices somehow involve different issueswould

require the Court to place form over substance, This is something the Court will not do.

prevent Violation of theRLA. However, unlikeWheling, ther can he no argument the this

Contrary to the defendant's suggestion, the consummation of the sele prior to the Successorship

proposal being adopted docs not break the fink in the chain connecting this actionwith the

*Or as it suggests expand its picketing to wherever the BMWE has workers.

11
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eujomed conduct. in sum, the Court finds that the.dispute is subject vered
coer

by the defendant's previously filed § 6 notices. Accordingly. unlike the casemWherfing, there

exists 2 Violation of the RLA making the issuanceofinjunctive reliefappropriate.
Finally, BMWE azpues that this Circuit has held that secondarypicketing, as

picketing ofConrail, has been left See Central VermontRv. v. BMW.
793 E.2d 1298, 1302-03 (D.C. Cir, 1986). BMW argues thatbecausepicketing ofConrail
is "secondary," it is not cognizahle under theRLA'smajocdispute ToCentral

Vermont this Circuit held that injunctive relief to requiremediation in the case ofsecondary
pickelmgwould have the practical effect ofbanning conduct that Congress left unregulated, 3d.

other words, itwould make ittle sense for the Court to require a umon. and 2 carrier to enter

into mediation whenworkers picket, where there is no employer-enployee relationship. The

that bas relationship to the strikers, and theRLA only applies to simations

where a relationship exists.

The attempt ofBMWE to characterize its picketing as "secondary" does notmake it so.

in the present case, Conrail and BMWE, unlike the sinatinn in Central Vermont, have an

employer-employee relationship. Both parties are presently inRLAmediation over issues that

mirror some ofthose that BMWE is picketing over here. Finally, there is an existing Preliminary

Injunction BMWE from striking or picketing Conrail over this subject. The Court
need not find whether this picketing is "primary" or "secondary" to hold that it is a far av from

the secondary picketing that the Circuit found unregulated by theRLA in Central Vermont.

Regardless ofthe label placed upon BMWE's actions towards Conrail, it is subject to theRLA.

12/15, a

:

:

the RLA.

:
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CONCLUSION

The Court has carefilly considered the argumentsmade in the plaintiffs' motions, ase
as BMWE's opposition. The Court finds that the picketing by BMWE ofConrail is conduct

which theBMWE has previously been enjoined from imdertaking Accordingly, the Courtwill

order theBMWE to cease and desist from its present picketing ofBMWE. comply

with this Court"s Orderwill resuit in MWE being subject to a civil contempt judgment civil
+

contempt fines,

December 1995

Thomas F, H
United States D

13

(Rey.
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ALTON& SOUTHERNRAILWAY DEC 15 1995

CO., et al,
OF COLUMBIA

Civ. No. 94-2365 (TH)
BROTHERIOODOFMAINTENANCE
OFWAY EMPLOYES,

Defendant.

ORDER

For the:reasons it is

by against is to

dispute or disputes arising from the § 6 notices in the TOW of

commenced on or aboutNovember 1, 1994: it is fisrther

ORDERED that the April 28, 1995, from engaging in or

continuing arty strikes, picketing, work stoppages, other selfhelp against Conreil related to

the § 6 notices served the round ofbargainmg thal commenced on aboutNovember I,

1994; and it is further

agents, employees, members, and all persons acting in concertwith any ofthem, be, and they

hereby shall and desist from engaging in of any strikes, picketing, work

stoppages, or other selfhelp against (Conrail st

ORDERED that continuation ofstrikes, picketing, work stoppages, or other selfhelp

STATESDISTRICTCOURT
FORTHEDISTRICTOFCOLUMBIA

CLERKU.S.
COURT.

Plaintiff,

4

enjoined on

in

ORDERED that the efendant, its divisions lodges, locals, officers, General Chairmen,

it is further

(Rev.
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againstthe defendants.

December 4 995
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United States
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IN THE
UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

ALTON & SOUTHERN RAILWAY, ez al.

Plaintiffs,

BROTHERHOOD OF MAINTENANCE
OF WAY EMPLOYES,

)
)

)
)

)

)
)

Defendant

Vv. Civil Action No. 94-2365 TFH

:

:

DECLARATION OF JED DODD

JED DODD hereby declares pursuant to 28 U.S.C. § 1746, under penalty of perjury,

that the following is true and correct to the best of his knowledge, information and belief.

1. Declarant is and has been since September 1, 1983, the General Chairman of the

Pennsylvania Federation of the Brotherhood of Maintenance of Way Fmployes (BMWE). Under

the BMWE Constitution, with respect to Maintenance of Wi.y empolyecs employed by

Consolidated ail Corporation (Conrail) on the former Peansylvania Railroad system, the

Pennsylvania Federation and declarant, as its General Chairsaan, together with the Grand Lodgc,

are responsible for negotiating, interpreting and applyir;, agreements covering wages, hours, and

other conditions of employment of those emgicvces. Declarant's authority to represcnt

employees who are members of the Pennsylvaii Federation is well known to Conrail, for

shortly after declarant's election in 1983, Cor and the National Mediation Board were

informed by the Grand Lodge President at that, ime, O.M. Berge, that declarant was the "duly

(
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authovized represcutative of the Maintenance of Way class or craft of employees for purposes

of the Railway Labor Act" with whom Conrail should treat.

2. On October 27, 1994, Grand Lodge President Mac A. Fleming sent a letter to all

carriers and to all BMWE general Chairmen, including declarant, informing the carriers that the

had concluded that it would not consent to multi-employer bargaining over the notices

which the carriers and the various System Divisions and Federations were preparing to serve

under Section 6 of the Railway Labor Act, 45 U.S.C. § 156, to change certain provisions of the

current agreements concerning rates of pay, rules and working conditions. This is consistent

with the manner in which declarant handled the previous round of bargaining with Conrail, for

the Pennsylvania Federation did not participate in "national handling" of the 1988 Section 6

noticcs on Conrail, but rather, bargained aver those proposed changes directly with Conrail.

3. On November 1, 1994, declarant served Conrail with a Section 6 notice, proposing

to change certain rates of pay, rules and working conditions as they pertain to Conrail employees

who are members of this Federation. A copy of that notice and cover letter are attached hereto

as Dodd Exhibit 1.

4. After declarant served Conrail with the employees Section 6 notice, Conrail

furnished declarant with a copy of a letter and attached notice that had purportedly been served

on the BMWE by the National Carriers' Conference Committee (NCCC) on behalf of certain

carriers, including Conrail. That copy did not include what was identified as Attachment A to

the letter, which is the list of carriers which have given the NCCC their power of attorney with

respect to tic BMWE. Declarant subsequently obtained Attachment A from the Grand Lodge.

A copy of the NCCC's letter and attachments are attached hereto as Dodd Exhibit 2.

BMWE
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Attachment A shows that Conrail is one of the carriers which have authorized the NCCC to

represent them, but, according to a notation on that attachment, Conrail's power of atlorney

reserved to it the [r]ight to approve any changes in job security, employee protective

conditions, ot similar and/or related arrangements befurc sainc may become applicable to

[Conrail]... ." Ex. 2 at Attachment A, p. 2.

2. After several unsuccessful attempts to have Conrail or its designated representative

meet with declarant over the Section 6 notice served by the Pennsylvania Federation, declarant

sent a leuer to Conrail Board of Directors protesting Conrail's refusal to comply with its

obligations under the Railway Labor Act. A copy of that letter and attachments as addressed

to James Hagen (one of the Board of Directors) is attached hereto as Dodd Exhibit 3, that sare

letter was scparatcly addressed to each of Conrail's Board members.

JED DODD hereby declares under penalty of perjury that the foregoing is true and
correct.

Executed in Philadelphia, PA this day of December 1994.

Jed odd
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