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of USRA's valuation theory and opened a Government liability of
potentially many billions of dollars,

At the present time it is impossible to estimate what the Special
Court will decide is the correct figure for net liquidation value.
Estimates run as high as $1 billion to $2 billion, The figure

is pushed up further by the addition of erosion damages. Recently
filed complaints by creditors of the bankrupts indicate that claims
for erosion could be as high as $10 billion or more. On the

other hand, Judge Friendly's opinion in the Special Court was
extremely skeptical about the validity of any erosion claim, While
the maximum exposure on erosion is large, realistic analysis
suggests the final figure will be far short of the claims of the
bankrupts and possibly zero, If the securities of ConRail, the
"other benefits' of the Act, and the sums paid the bankrupts as

a result of sales or leases are sufficiently high, the entire amount
of net liquidation value and erosion damages could be offset, and
the Government could be left with no net liability, On the other
hand, the maximum exposure of the United States is several billion
dollars,

At the same time, the United States faces another contingent
liability of unknown amount, In the earlier litigation on the RRRA,
the Special Court and the Supreme Court found the Act constitutional
because they held that, to the extent that the bankrupts received
from ConRail less than the constitutional minimum due them for
the value of their transferred assets, the bankrupts had a cause

of action for damages against the United States under the Tucker
Act, USRA has determined that the constitutional minimum is net
liquidation value, and the combination of the ConRail securities
and the certificates of value guarantee the bankrupts at least that,
If the Special Court and the Supreme Court, however, decide

that net liquidation value is not the proper valuation theory, the
bankrupts will be able to proceed against the United States in

the Court of Claims for the difference between the constitutional
minimum and net liquidation value. The potential liability here is
great - up to perhaps as much as $7 or $8 billion, The chance
is not very great, however, that the bankrupts will succeed in their
argument that net liquidation value is not the proper constitutional
theory, While the potential for massive liability, therefore, is
present, the Department's legal opinion is that it is not a matter
of any grave concern,
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Still another contingent liability of unknown amount stems from
provisions of section 303 of the RRRA (as revised by section 612
of the bill) which require the United States to pay any judgment
entered against any profitable railroad, State, or responsible
person arising from the transfer to such entities of rail properties
of railroads in reorganization. The largest portion of these
particular properties would be acquired by the Chessie. Again,

if the Special Court and the Supreme Court decide that net
liquidation value is not the proper valuation theory, the bankrupts
will be able to proceed against the United States for the difference
between the constitutional minimum and net liquidation value.

These various contingent, and potentially large, liabilities should
be viewed in light of the alternatives. Nationalization of the
railroads would be an astronomically expensive project., An
income-~based reorganization was selected as the means for
rejuvenating the bankrupt lines because it was thought to be cheaper
than nationalization. 1If, as a result of litigation, the bill for the
reorganization becomes too high, a different course can be selected
at that time, The Government, therefore, still retains significant
control over the most significant contingent liabilities.

SUMMARY

As a whole, the Department believes the enrolled bill is acceptable.

It is a wide-ranging piece of legislation which has produced a

great deal of interest among many people inside and outside of the
railroad industry., There has been considerable conflict over

various provisions of the bill and it was inevitable that any bill

passed by the Congress would contain provisions deemed unsatisfactory
by the Department as well as other parties,

The bill also followed a very unusual path on its way to the
President for signature, On the final day of the first session of

the 94th Congress, the original bill reported by the Committee of
Conference was passed by the House and Senate., Upon an indication
that the President would veto the bill, however, the Senate prevented
the bill from becoming enrolled and sent to the President. Sub-
sequently, the Department negotiated changes to the bill at great
length with Committee staff personnel and, following the opening

of the second session of the 94th Congress, the Senate and House
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voted to vacate the Conference bill., Thereafter, the matter
was recommitted to the Conference and the Committee reported
a revised bill on January 22, 1976,

The Department was most concei:ned about the following provisions
of the first Conference bill:

ity
(2)

(3)

(4)

(5)

(©)

(7)

The total authorizations were excessive,

The goals for improvement of intercity rail
passenger service along the Northeast Corridor
were too ambitious, the funding for Corridor
improvements was too high, and the control
over Corridor improvements was to be lodged
in USRA and Amtrak,

There was insufficient protection of the Federal
Government's interests in the provisions
establishing procedures and guidelines for the
investment of Federal money in ConRail,

Procedures for the processing of supplemental
transactions threatened to hamstring any attempt
the Executive Branch might make in the future
to bring about important changes to the rail
system in the Midwest and Northeast,

The mechanism for providing financial aid to
railroads other than ConRail was unnecessarily
complex and costly.

The program for rail continuation subsidies was
too expensive and failed to come to grips with

a basic tenet of the RRRA, namely, that barring
the willingness of State and local governments
to provide significant financial support for their
continued operation, there must be a reduction
in uneconomic lines.

The regulatory reform was inadequate and in
some respects confusing,



Substantial gains were made in most of these areas upon the
adoption of the second Conference bill:

(1)

(2)

3)

(4)

(5)

As indicated above, the funding levels were
reduced substantially and now are reasonably
close to the overall level proposed by the
Administration,

The immediate goals for the improvement

of intercity rail passenger service along the
Northeast Corridor were cut back, the
funding was reduced, and the Secretary,
rather than USRA, was designated to receive
the funds authorized for Corridor improve-
ments,

The bill establishes a Finance Committee of
the USRA Board to carry out crucial oversight
functions respecting the acquisition of ConRail
securities by USRA., In addition, interest

on debentures was made cumulative,

Amendments were adopted making it clear
that ConRail could not block proposals for
supplemental transactions in cases where it
is the transferor of properties and that the

ICC could not block any proposals for supplemental

transactions,

The regulatory reform provisions were
strengthened and most of the potential confusion
eliminated.
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Little improvement was achieved respecting the mechanisms for
providing financial aid to railroads other than ConRail or for
subsidizing the continuation of freight and commuter service,
However, a $40 million reduction was made in the authorization
for rail continuation subsidies,

All in all, we believe that the changes that were achieved were

most significant, The bill provides a reasonable means for
financing the restructuring of the decayed rail system in the
Midwest and Northeast, it provides substantial and flexible means
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for assisting rail rehabilitation in other areas of the country,
it will permit a significant upgrading of intercity rail passenger
service in the busy Northeast Corridor, and it provides for
meaningful economic regulatory reform of the railroad industry.

RECOMMENDATION

The Department recommends that the President sign the enrolled
bill,

Sincerely,

Ceszims @ C o L

William T. Coleman, Jr.

Attachment
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Iv.

COMPARISON OF NEW AUTHORIZATIONS FOR FEDERAL ASSISTANCE TO THE RAILROALS

ConRail

Debentures

Preferred Stock

Finance Committee Discretionary
Loan Guarantees

ConRail Total

USRA Section 210 Authority

. Supplemental Transactions

Railroad Rehabilitation

Loan Guarantees
Redeemable Preference Shares

Rehabilitation Total

(Dollars in Millions)

THE ADMINISTRATION

S. 2718 AS PASSED
BY THE SENATE
DECEMBER 4, 1975

$1, 000
850
250
$2, 100
235
400
2, 000
/2,000

$1, 000
2,200
$3, 200
500
1,000
1,200
2,200

1Up to $200 million for electrification of ConRail mainlines is contamed within
the loan guarantee program in Title V of S. 2718,

S. 2718 AS PASSED
BY BOTH HOUSES
DECEMBER 19, 1975

2/2/76

S. 2718 AS PASSED
BY BOTH HOUSES
JANUARY 28, 1976

$1, 000
1,100
200
$2, 300
400
800
600
1,400

$1, 000
1,100
_
$2,100
275
1, 000
600
1, 600
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(Dollars in Millions)

S. 2718 AS PASSED S. 2718 AS PASSED S. 2718 AS PASSED
BY THE SENATE BY BOTH HOUSES BY BOTH HOUSES
THE ADMINISTRATION DECEMBER 4, 1975 ' { DECEMBER 19, 1975 JANUARY 28, 1976
V. Intercity Rail Passenger Services
Northeast Corridor Project $1,080 $3, 000 $2,400 $1,600%
NEC Stations and Fencing - - -- 150
NEC Startup, Acquisition, & Telephones .- 236 236 96
Acquisition of Other Lines - 20 20 20
Passenger Sei'vices Qutside NEC - - 200 -k
Passenger Total $1, 080 $3, 256 $2, 856 ' $1, 866
VI. Rail Service Continuation Subsidies
Branchline ' - - 8T7 400 360
Commuter : - 125 125 125
Continuation Total ‘ - 802 525 : 485
VII. Other
Conversion of Rail Rights~of-Way - 5 75 20
Fossil Fuel Rail Bank - - 6 6
USRA 14 17 17 14
Office of Rail Public Counsel - 3 3 3

*In addition to this amount, up to $150 million in obligations for
NEC rehabilitation may be guaranteed under the loan guarantee
program in Title V of S, 2718,

**Up to $200 million for intercity rail passenger services outside
the NEC is contained within the authorizations in Title V of S. 2718,



VII, Other (Continued)

Rail Services Planning Office
Railroad Minority Resource Center
National Transportation Program
Administration of Rail Fund
Revision of ICC Accounting System

Other Total

Total New Authorizations

-3

(Dollars in Millions)

THE ADMINISTRATION

$5, 829

S. 2718 AS PASSED
BY THE SENATE
DECEMBER 4, 1975

b=t i T =2 DO

$ 108

$10, 066

S. 2718 AS PASSED
BY BOTH HOUSES
DECEMBER 19, 1975

S. 2718 AS PASSED
BY BOT'H HOUSES
JANUARY 28, 1976

8=

46

$6, 372




OFFICE OF TELECOMMUNICATIONS POLICY

EXECUTIVE OFFICE OF THE PRESIDENT
WASHINGTON, D.C. 20504

February 2, 1976 DEPUTY DIRECTOR

Honorable James T. Lynn

Director, Office of Management and Budget

Attention: Assistant Director for
Legislative Reference

Executive Office of the President

Washington, D.C. ' 20503

Subject: Enrolled Bill, S. 2718 "Railroad Revitalization
and Regulatory Reform Act of 1976"

Dear Mr. Lynn:

This is in response to the request of the Office of Management
and Budget of January 27, 1976, for the views of the Office
of Telecommunications Policy on the subject enrolled bill.

The Office of Telecommunications Policy has no objection

to the subject bill, and specifically, has no objection to
Sections 703(4) and 704 (a) (C), as reported by the conference
committee in H. Rept. 94-781, appearing in the Congressional
" Record, Friday, January 23, 1976, on pp. H 217-282.

Sincerely,

Acting Director



THE GENERAL COUNSEL OF THE TREASURY

WASHINGTON, D.C. 20220

Director, Office of Management and Budget ‘
Executive Office of the President R
Washington, D. C. 20503 3 Y

5"

Attention: Assistant Director for Legislative
Reference

Sir:
Reference is made to your request for the views of
this Department on the enrolled enactment of S. 2718, the

"Railroad Revitalization and Regulatory Reform Act of
1974." '

The Department would have no objection to a recommendation
that the enrclled enactment be approved by the President.

Sincerely yours,

/””” - (.w"—' ’ ' E g /;
Ly 4 g

General Counsel

3
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United States Department of the Interior

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20240

FEB 2 - 1976

Dear Mr., Lynn:

This responds to your request for our views on the enrclled bill

S. 2718, "To improve the quality of rail services in the United States
through regulatory reform, coordination of rail services and facilities,
and rehabilitation and improvement financing and for other purposes.'

We recommend that the President approve the enrolled bill, as far
as Sections 809 and 810 are concerned.

This Department is directly concerned with only two sections of
S. 2718: Sections 809 and 810. Section T06 of an earlier draft
of 8. 2718 would have halted the construction of the National
Visitor's Center at Union Stastion in Washington, D. C., but that
specific provision was deleted in later action on the bill and no
similar provision appears in the enroclled bill.

Section 809 of the bill provides that the Secretary of Transportation
shall, within 360 days of the date of enactment, and in consultation
with the Secretary of the Interior and others, prepare and submit

a report on the conversion of railroad rights-of-way. Section 809
provides that this report to the Congress and the President shall
evaluate, and make suggesbtions concerning potential alternate uses
of', and public policy with respect to the conversion of railrocad
rights-of-way on which service has been discontinued.

Section 810 of S. 2718 would establish a Fossil Fuel Rail Bank as -
reconmended under part III, section C of the Final System Plan of
the United States Railway Association. The Secretary of Transpor-
tation would be authorized to acquire those rail properties deemed
eligible to be included in the Rail Bank. He would be empowered
0o hold and dispose of these properties in a manner that would not
adversely affect rail access or egress. Funds, not to exceed
$6,000,000, are authorized to be appropriated for the purposes of
carrying out the provisions of this section.

Save Energy and You Serve America!




This Depsartment reported to the Office of Management and Budget on

g similar Department of Transportation proposal on September 23,
1975. At that time this Department objected to the proposed bill

as then drafted because the Department of the Interior was the
operating agency. We suggested that the Department of Transportation
was the proper operating agency in view of its leadership role in
general transporation matters. This change has been made in the
enrclled bill with this Department serving in an advisory capac1ty
to the Department of Transportation. We do not obje
provigsions of Section 810 in the present form

Assistant  Secretary of the Interior

Honorable James T. Lynn
Director

Office of Management and Budget
wWashington, D. C.



EXECUTIVE OFFICE OF THE PRESIDENT

COUNCIL ON WAGE AND PRICE STABILITY
726 JACKSON PLACE, N.W.
WASHINGTON, D.C. 20506

February 3, 1976

James M. Frey

Assistant Director for
Legislative Reference

Office of Management and Budget

Washington, D.C. 20503

Dear Mr. Frey:

This is in response to your request for the
Council's views on S. 2718 (the "Railroad Revitaliza-
tion and Regulatory Reform Act of 1976") an enrolled
bill recently delivered to the President.

Although we have strong reservations about
provisions of the bill establishing ConRail (the transi-
tion process, the resulting entity, and the extent of
Federal funding), we believe that the regulatory reform
provisions are very important and that this package
would appear to represent the best compromise the Admini-
stration is likely to secure. Therefore, we recommend
that the President sign the bill.

Sincerely,

YPUA_

Michael H. Moskow
Director




COUNCIL OF ECONOMIC ADVISERS
WASHINGTON

ALAN GREENSPAN, CHaamMaAN

PAUL W.
BURTON

<'>X()\,U'|'1l0,1,»
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\CA
Y.sg&“ N

776-191°

MacAVOY
G. MALKIEL February 2, 1976

Dear Mr. Frey:

The Council of Economic Advisers recommends that the
President sign S. 2718, a bill known as "The Railroad
Revitalization and Regulatory Reform Act of 1976." The
bill provides significant regulatory reform which we
believe follows the President's leadership in this area.

The funding of Conrail for improvements in Northeast
corridor passenger service is costly, but still considerably
less than originally proposed by Congress and now roughly

in line with our national transportation goals.

The regulatory reform measures should make the rail-
roads more efficient, profitable, and competitive with other
modes of transportation. Section one of the ICC act is
amended to make rates legal if they produce sufficient revenue
to cover variable costs. Rates may be declared too high
only if market power is shown and suspension of rates is
made very difficult under section one. The ICC may still
suspend rates under section two, three, and four, however.
The Presidential statement at the time the bill is signed
might explicitly discourage the use of this suspension
power since it is contrary to overall administration policy
and the main thrust of the Bill.

Another significant reform is the placing of strict
limits on the activities of rate bureaus. The Bill provides
that rate bureau members may choose not to follow any bureau
policy without penality, and that agreements on rates for
single line movements are illegal. However, the rate bureaus
retain some power since agreements on general rate increases
are allowed. The act also places time limits on ICC handling
of rate cases and other matters.

There may be significant long-term problems with the
funding provisions in the Bill. Conrail is unlikely to
stay within its financial projections and likely will
experience substantial losses which are not now made explicit.

)
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Fortunately, two measures in the Bill provide means to
deal with this situation. PFirst, the Bill permits controlled
transfer of Conrail facilities to private railroads and for
some funding of such transfers. Either the Secretary of
Transportation or USRA can develop plans for transfer and
ultimately take them to the special court for a decision.
The signing message should encourage efforts to effect
controlled transfer. The Bill also creates a finance
committee which can cut off funds to Conrail in the event
that it is not viable although Congress can veto decisions
reached by the committee.

It is important to note in the message that funding
for work on the Northeast corridor has been reduced and
that further study has been ordered before expenditures on
high speed rail service are made. These were the results
of strong Administration initiatives.

Sincerely,

Qpnt e b —

Paul W. MacAvoy
Membey . _

~ 4

~,
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Mr. James Frey
Assistant Director

for Legislative Reference
Office of Management and Budget
Washington, D. C.



National Railroad Passenger Corporation, 955 L'Enfant Plaza North, S.W., Washington, D.C. 20024 Telephone {202) 484.7100

February 2, 1976

Anmak::======

Honorable James T. Lynn
Director

Office of Management and Budget
Executive Office Building
Washington, D. C. 20503

Dear Mr. Lynn:
The National Railroad Passenger Corporation recommends
that S. 2718, as amended, the Railroad Revitalization and

Regulatory Reform Act of 1976, be signed into law.

Sincerely,

A

Bruce Pike
Vice President
Government Affairs

BP/rfg Jf‘ P



4 EXECUTIVE OFFICE OF THE PRESIDENT
%/ OF FICE OF MANAGEMENT AND BUDGET

&

DATE: 2-17-76

Bob Linder

Jim Frey

Attached is the Labor views
letter on S. 2718, the Rail
bill. Please have it included
in the enrolled bill file.
Thanks. :




U.S. DEPARTMENT OF LABOR
OFFICE OF THE SECRETARY
WASHINGTON

FEB 5 1976

Honorable James T. Lynn Y
Director -
Office of Management and Budget S
Washington, D. C. 20503

Dear Mr. Lynn:

This is in response to your request for our views

on the revised Conference Report on S. 2718, "Railroad
Revitalization and Regqulatory Reform Act of 1976 (H.Rept.
94-781).

The bill includes provisions which: reform certain
procedures of the Interstate Commerce Commission; authorize
finanical assistance to railroads for facilities, maintenance,
rehabilitation, improvements and acquisitions; and provide

a method of financing such programs by "the Rail Fund" for
which $6,000,000,000 would be available for fiscal vear 1977
from an authorization to the Secretary of the Treasury and
open-ended authorizations for fiscal years 1978, 1979, and
1980.

The bill also provides protection for employees who may be
affected by actions taken thereunder and explicitly extends
protection for the first time to workers affected by railroad
abandonments. The level of protection afforded workers in
abandonment cases, as well as in merger and consolidation
situations, is equivalent to that granted workers pursuant to
section 5(2) (£) of the Interstate Commerce Act and section 405
of the Rail Passenger Service Act. In its "expedited" merger
provisions, the bill requires the Secretary of Labor to provide
the ICC with his views on the adequacy of the protection afforded
employees.

We note with disappointment that the bill does not contain a
labor standards provision providing for the application of
the Davis-Bacon and other associated acts for the protection
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of laborers and mechanics on federally assisted construction
contracts that could be authorized under the bill.

Although we regret this omission, we pose no objection to
Presidential approval of the bill.

) Adewr

Secretary of Labor

ACTING

Sincerely,



United States Railway Association

2100 Second Street, S.W.
Washington, D.C. 20595
(202) 426-1991

Arthur D. Lewis
Chairman of the Board January 30, 1976

Mr. James M. Frey

Assistant Director

Legislative Reference

Office of Management and Budget
17th & Pennsylvania Avenue, N.W.
Washington, D. C. 20503

Dear Mr. Frey:

This is in response to the request of the Office of Management
and Budget for advice of the United States Railway Association with
respect to the President's approval of S.2718, the Railroad Revitali-
zation and Regulatory Reform Act of 1976.

The United States Railway Association regards this legislation
as fully meeting the requirements of the Final System Plan and
recommends its approval by the President.

It is the hope of the Association that the conveyances of rail
properties can be certified to the Special Court on or about March 12,
1976 and that the conveyances to ConRail can be effected on March 31,
1976. Because of the urgency of this schedule we would urge that the
President give his approval to S.2718 at the earliest feasible date.

Sincerely,

- Z—/>
. 2 N -~
C At Flece NFCae U

Arthur D. Lewis

Pt



ASSISTANT ATTORNEY GENERAL

LEGISLATIVE AFFAIRS

Bepartment of Fustice
Washington, B.C. 20530

February 2, 1976

Honorable James T, Lynn .-

Director, Office of Management S
and Budget

Washington, D.C., 20503

Dear Mr. Lynn:

Pursuant to your request for the immediate views of the Department
of Justice on the Railroad Revitalization and Regulatory Reform Act
of 1976, S. 2718, we are endorsing its approval by the President.

From the time 8, 2718 was first reported out of Conference in
late December, attorneys in the Antitrust Division of the Department
of Justice have been working with the Department of Transportation in
its effort to affect a revision of certain portions of S. 2718. Our
coordinated effort related particularly to certain regulatory reform
aspects of S, 2718 contained in Title II of the bill.

§. 2718, as first reported out of Conference, had several substan-
tial defects from a regulatory reform perspective, Through a process of
negotiation and compromise, the Department of Transportation has
succeeded in obtaining a revision of some of the provisions of Title II
of the Act. Although S. 2718, as secondly reported out by the Conference
and passed by both Houses on January 28, 1976, is not as substantial a
step toward regulatory reform as the President has sought, on balance
S. 2718 as passed does further achievement of the President's- goal of
regulatory reform, Specifically, the bill, in part, creates a no-suspend
zone for limited rate changes; designates a strict standard which must
be met before temporary suspension of a rate is allowed; requires that
the reasonableness (i.e. lawfulness) of a railroad's rate be measured by
the variable costs of that individual railroad, not of the industry; and
removes the antitrust immunity for agreements on single line rates.

These aspects certainly create a potential for rate-making flexibility
by the railroads and consequent increased competition,

Accordingly, the Department of Justice recommends approval of this
bill.

Siglerely,

éﬁf/nichael M. Uhlmann

Assistant Attorney General




Fnterstate Conmeree Commission
Washington, B.E. 20423

OFFICE OF THE CHAIRMAN

February 2, 1976

Mr. Bernard H, Martin

Assistant Director for
Legislative Reference

Office of Management and Budget

Washington, D,C, 20503

Dear Mr. Martin:

In reply to your request of January 28 for the Commission's
recommendation on enrolled bill S. 2718, the "Railroad Revitalization and
Regulatory Reform Act of 1976," the Commission recommends that the
President sign this bill,

S. 2718 provides funding for revitalization of railroad freight
and passenger service in the Northeast and throughout the country, It also
contains substantial regulatory reform including greater ratemaking flexibility
for the railroads, new methods for accomplishing railroad mergers in an
expedited manner, provisions designed to speed up Commission procedures,
and a new policy for railroad abandonment of light-density lines,

Although we have heretofore expressed substantial disagreement
with many of the regulatory reforms contained in the Act and still question
the need for some of these provisions, it is our view that this legislation is
necessary to prevent chaos in the Northeast railroad system, Without the
funding provisions and the implementing amendments contained in this Act,
we do not believe that the essential services formerly furnished by the
bankrupt railroads can be maintained in the Northeast, Moreover, the
rehabilitation funding contained in the Act is essential to the revitalization
of rail service throughout the rest of the Nation,



Mr, Bernard H, Martin
Assistant Director for Legislative Reference

In sum, although we do not support all provisions of the bill,
we recognize that much of the bill is necessary and thus, we recommend
that it be signed, Moreover, we should emphasize that although we would
have preferred a different form of legislation in some respects, we are
prepared to implement fully the provisions of the legislation to the extent
of our responsibility,




THE SECRETARY OF TRANSPORTATION
WASHINGTON, D.C. 20590

January 29, 1976

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Omnibus Rail Legislation

INTRODUC TION

Yesterday, January 28, the Congress approved a new conference
report on S. 2718, The Railroad Revitalization and Regulatory
Reform Act of 1976, authorizing a total Federal expenditure of
$6.37 billion. The bill is probably the most far-reaching railroad
legislation of this century and contains a number of provisions
with political implications for the election year.

REVITALIZATION OF THE RAIL FREIGHT SYSTEM

S. 2718 provides for a complete revitalization, over the next

5 years, of the Nation's private enterprise freight railroad
system. The bill authorizes up to $4. 1 billion in Federal
assistance for freight service, of which a minimum of $2.1

billion will go to ConRail to reorganize and rebuild the bankrupt
railroads in the Northeast and Midwest. This financial assistance,
used in combination with expedited merger procedures to

facilitate a restructuring of the Nation's railroads, will, I believe,
permit a private sector solution to our national railroad crisis

and prevent nationalization of the rail system.

NORTHEAST CORRIDOR IMPROVEMENT PROJECT

The legislation also mandates a swift and substantial upgrading of
rail passenger service along the Northeast Corridor between
Washington, D.C., and Boston. Within 5 years after the date of
enactment, the Secretary of Transportation will be required to
establish reliable 120 mph passenger service in the Corridor,
refurbish the passenger stations, and install protective fencing



along the rights-of-way. The eight States (and the District of
Columbia) served by the Northeast Corridor project contain
approximately 24 percent of the population of the United States
and represent 127 electoral votes.

REGULATORY REFORM

The revitalization of the railroads will occur not only as a
consequence of Federal financial assistance but alsoas a
consequence of the landmark regulatory reform legislation
contained in this bill. S. 2718 will inaugurate a new era of
regulatory policy toward the rail industry which will enable
railroads to compete more effectively with other modes of
transportation and provide better and more efficient service
to consumers. It is fair to say that the provisions contained
in this bill are the most significant transportation regulatory
reforms since the establishment of the Interstate Commerce
Commission in 1887. Every Administration since President
Eisenhower's has called for such reforms without success
until now. (Attached is a list of the proposals made over the
last quarter century calling for reform of transportation
regulation.) The Railroad Revitalization and Regulatory
Reform Act is thus the first significant success that any
Administration has had in seeking transportation regulatory
reform.

CREATION OF JOBS

The Federal expenditure provided for in S. 2718 will create,
based on DOT estimates, between 30,000 and 40,000 new jobs
over the next 5 years. If the release of funds for rehabilitation
projects is accelerated to the maximum extent possible through
a concerted effort by DOT and the rail industry, between 9,000
and 15,000 new jobs could be created this year. These figures
assume that all the new employees will be paid at the prevailing
union rate of approximately $6.50 per hour. However, the
section of the bill providing for improvement of the Northeast
Corridor contains a provision which might permit a lower

rate to be paid in order that more unemployed people could be
hired for the same amount of Federal money. If, for example,
the new workers for the Northeast Corridor project were to be
paid $4.00 per hour, rather than $6.50, the new jobs created



by that project alone would increase from 8,000 - 9,000 to
11,000 - 12,000. Of course, such a policy might meet with
opposition from the labor unions who are, to date, very
pleased with the labor protection provisions in the bill.

ol
William T. Coleman, Jr.

Attachment



LIST OF LEGISLATIVE PROPOSALS OR GOVERNMENT REPORTS
CALLING FOR REFORM OF TRANSPORTATION REGULATION

The Report to the President from the Secretary of Commerce
(Sawyer Report), 1949

Cabinet Committee on Transport Policy and Organization
(Weeks Report), 1955

Report of the Secretary of Commerce (Mueller Report on Transport
Policy), 1960

Report of the Senate Committee on Commerce (Doyle Report), 1961

Report on Regulatory Agencies to the President-Elect (Landis
Report), 1961

The Kennedy Administration Proposal, 1962
The Ash Report

The Hilton Study on Transport Policy prepared for President Johnson,
1965

The Transportation Regulatory Modernization Act of 1971 - Nixon
Administration Proposal

The Transportation Improvement Act of 1974 ~ Nixon Administration
Proposal

The Railroad Revitalization Act of 1975 - Ford Administration
Proposal



COMPARISON OF NEW AUTHORIZATIONS FOR FEDERAL ASSISTANCE TO THE RAILROADS

ConRail

Debentures

Preferred Stock

Finance Committee Discretionary
Loan Guarantees

ConRail Total

USRA Section 210 Authority

. oupplemental Transactions

', Railroad Rehabilitation

Loan Guarantees
Redeemable Preference Shares

Rehabilitation Total

(Dollars in Millions)

THE ADMINISTRATION

S. 2718 AS PASSED
BY THE SENATE
DECEMBER 4, 1975

$1, 000
850
250
$2, 100
235
400
2, 000
2, 000

$1, 000
2, 200
$3, 200
500
1,000
1,200
2,200

*Up to $200 million for electrification of ConRail mainlines is contained within
the loan guarantee program in Title V of S. 2718,

S. 2718 AS PASSED
BY BOTH HOUSES
DECEMBER 19, 1975

1,28/18

,‘ "

S. 2718 ¢S PASSED
BY BOT3 HOUSES
JANUARY 28, 1976

$1, 000
1,100
200
$2, 300
400
800
600
1,400

$1, 000

1,100
__

$2, 100

275
1,000
600

1, 600



v,

V1,

VI1I,

Intercity Rail Passenger Services

Northeast Corridor Project

NEC Stations and Fencing

NEC Startup, Acquisition, & Telephones
Acquisition of Other Lines

Passenger Services Outside NEC

Passenger Total

"Rail Service Continuation Subsidies

Branchline
Commuter

Continuation Total

Other

Conversion of Rail Rights-of -Way
Fossil Fuel Rail Bank

USRA

Office of Rail Public Counsel

-

(Dollars in Millions)

THE ADMINISTRATION

$1,080

$1, 080

S. 2718 AS PASSED
BY THE SENATE
DECEMBER 4, 1975

$3, 000
236
20

$3, 256

677
125

802

75

17
3

*In addition to this amount, up to $150 million in obligations for
NEC rehabilitation' may be guaranteed under the loan guarantee
program in Title V of S. 2718,

**Up to $200 million for intercity rail passenger services outside
the NEC is contained within the authorizations in Title V of S. 2718,

S. 2718 AS PASSED
BY BOTH HOUSES
DECEMBER 19, 1975

S. 271€ AS PASSED
BY BCTH HOUSES
JANUARY 28, 1976

$2, 400
236
20
200

$2, 856

400
125

525

75
17

$1, 600%
150.
96
20

- kXK

$1, 866

360
125

485

20

14



Vi1, Other (Continued)

Rail Services Planning Office
Railroad Minority Resource Center
National Transportation Program
Administration of Rail Fund
Revision of ICC Accounting System

Other Total

‘"otal New Authorizations

-3-

(Dollars in Millions)

THE ADMINISTRATION

S. 2718 AS PASSED
BY THE SENATE
DECEMBER 4, 1975

$5, 815

= O bt DO

$ 108

$10, 066

S. 2718 AS PASSED
BY BOTH HOUSES
DECEMBER 19, 1975

$ 106

$7,587

o5

S. 2718 AS PASSED
BY BO'TH HOUSES
JANUAELY 28, 1976

46

R

$6, 372






