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Railroad & Policy Updates 

The Association of American Railroads March 20, 2013 took issue with 
a decision by the Surface Transportation Board, issued March 19, 2013, 
"not to factor into their review of coal rail rates product and geographic 
competition information affecting wholesale power markets." 
 
STB’s decision, dated March 18, 2013, “denies a petition filed by the 
Association of American Railroads asking the Board to institute a 
rulemaking proceeding to consider reintroducing indirect competition as 
a factor in determining the reasonableness of rail rates for coal 
transportation.”  
 
In response, AAR President and CEO Edward R. Hamberger, in a 
statement, said, “We simply do not understand how the STB can refuse 
to acknowledge that the way Americans are getting their electricity is 
changing. The electric generating marketplace is undergoing a powerful 
transformation that the STB decision doesn’t take into account. The 
availability and low price of natural gas are greatly influencing what 
kind of energy is being used today by electric utilities.  
 
“It is deeply troubling that the STB decision ignores what economists, 
energy analysts, and power companies already know: natural gas is 
displacing coal as the fuel for making electricity,” Hamberger said. “This 
decision not to consider the effect indirect competition has on coal rail 
rates seems to say the STB is siding with shippers who complain the 
loudest.”  
 
STB has jurisdiction over rail rates only where a carrier does not face 
effective competition. Where railroads face effective competition, current 
law allows the market to determine the level of rail rates—and, says 
AAR, the shift in U.S. energy production reflects market forces in place 
and at work.  
 
In a Nov.19, 2012 petition to STB, AAR asserted that nearly two-thirds 
of all rate cases during the last 15 years involved coal and, therefore, 
justifies the need to reassess the realities of today’s energy market and 
energy fuel sources when deciding whether or not to review rail rates for 
coal.  
 

STB said it in part “found that any hardship would not be substantial 
because shippers that have effective indirect alternatives would be 
unlikely to pursue a rate challenge, and because a rate level constrained 
by effective indirect competition would be found to be reasonable.” 
 
Read the entire article: 
http://www.railwayage.com/index.php/regulatory/aar-pans-stb-
review-of-coal-rail-rates.html?channel=40  
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Keep Railroads FREE To Keep The Economy Moving 

 
If June 21, 1970, lives in infamy as the day railroad operator Penn 
Central declared bankruptcy, the date similarly symbolizes when opinion 
leaders and decision makers commenced to understand how decades of 
stultifying railroad economic regulation created a stable of fractured iron 
horses. 
 
It would take another decade to begin restoring railroads to economic 
wellbeing and an ability to self-finance adequate infrastructure 
investment to meet efficiently the nation’s existing and growing freight 
transportation demands. 
 
Yet some shippers most dependent on reliable railroad service are 
lobbying Congress, under the banner of Consumers United for Rail 
Equity (CURE), to roll back regulatory reforms that ended the industry’s 
stagnation — and solely for the short-term benefit of their own bottom 
lines. 
 
To protect against a dismantling of the genuine “cure” for railroad ills 
past — the Staggers Rail Act of 1980 — and prevent an unwarranted 
return to the noxious regulatory actions that produced the sclerosis of 
America’s principal artery of commerce, a history lesson is in order. As 
19th century philosopher George Santayana counseled, “Those who 
cannot remember the past are condemned to repeat it.” 
 
Especially, the history lesson must be articulated on Capitol Hill, as of 
the 535 members of the House of Representatives and Senate, just five 
senators and 11 representatives held office when rail shippers, rail labor, 
rail management, investors, and a bipartisan majority in Congress came 
together in 1980 to support and craft the legislative remedy known 
simply as the Staggers Act — a law earning recognition as the most vital 
railroad legislation ever enacted. 
 
Most in Congress today are not conversant with the dismal pre-Staggers 
era in which bureaucrats peered over the desks of railroad decision 
makers, numbing entrepreneurial energy and blunting managerial 
flexibility to respond quickly to changing market conditions. In the pre-
Staggers era, railroads were required to petition government for 
permission to raise, as well as lower, freight rates; trim under-utilized 
assets; customize service to meet individual customer needs; and were 
prohibited from entering into confidential contracts with shippers. 
 
It was an era when a single complaint to federal regulators would trigger 
an investigation so lengthy that by the time a ruling was rendered, the 
market changes generating the action had changed again. 
 
Nor were most current members of Congress present during the pre-
Staggers era to witness more than 20% of the nation’s rail route mileage 
tumbling into bankruptcy; a quadrupling of train accidents caused by 
track defects; 25% of rail route-miles restricted to speeds as slow as 10 
mph over deteriorating track; an accumulation of $16 billion (in 2012 
dollars) in deferred maintenance for track, yards, bridges, tunnels, and 
equipment; weeks-late arrivals at factories and stores of raw materials 
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and consumer goods; and a flight from the rail industry of investment 
capital. 
 
Read the entire article: 
http://www.railwayage.com/index.php/regulatory/keep-railroads-
free-to-keep-the-economy-moving.html?channel=40 
 

Mechanical Brief with Steve Christian  
 
The Buffalo Brake Beam Company created a two piece brake rod repair 
fitting many years ago.  They were, and still are, commonly referred to as 
“Buffalo Connectors”(see photo below).  In recent times, Miner 
Enterprises purchased the Buffalo Brake Beam Company and these 
repair fittings are still available through them.  It is an ingenious repair 
system that allows a carman/repairman to repair a damaged section of a 
railcar’s brake rod without replacing the whole thing. 

 
I have been involved both directly and 
indirectly with the application of many 
of them over the years.  They are 
mentioned in the AAR Field Manual in 
Rule 11.B.2.  A picture detailing the 
correct application procedures is 
shown in Figure 3 in Rule 11. 
 
When Buffalo Connectors are applied 
properly they work very well.  In my 
experience, a good number of them are 
not applied properly.  There are three 
major defects that I have seen most 
often: 

1. The gap between the brake rods being joined is too great (see Rule          
11, Figure 3) 

2. Weld is not applied as per Rule 11, Figure 3.  Usually there is too 
much weld applied. 

3. Buffalo Connectors are located near hangers, guides or other car 
structure that interferes with the movement of the brake rod.  Buffalo 
Connectors surround the brake rod and if located in the wrong 
location could result in the connector catching on any surface that 
the brake rod travels on or near. 

In my many years of managing shops, I have required the replacement of 
Buffalo Connectors on many cars.  I still don’t know why it is so hard to 
follow the instructions.  They are fairly straight forward and easy to 
understand.  Yet they are frequently misapplied.  In fact, I was recently 
inspecting a large group of cars that has one or more sets of Buffalo 
Connectors on almost every car.  Many of the Buffalo Connectors had one 
or more of the 3 defects I listed above. 
How does this affect you and your cars?  Let’s look at each of the three 
major defects and see how they affect the performance of the brake rod: 
1. Too much gap means that the weld will be reduced and the 

connection weakened.  Brake rod failure would cause loss of braking 
for that car. 

2. If you apply weld in areas that should not be welded, especially in 



 

Review Rule 11 
in the AAR Field 
Manual before 

you inspect your 
railcars or 

railcars you’re 
considering 
acquiring 

 

 

 

 

 

 

 

ARR Reports 
Mixed Weekly 

Traffic 

 

 

 

 

 

U.S. railroads 
reported 

cumulative 
volume is down 
from the same 
point last year 

 

 

 

Canadian and 

Mexican railroads 
carloads for the 

week are up 
compared with 
the same week 

last year 

 

 

 

areas not in alignment with the brake rod, the brake rod could break 
along the weld (see photo to the left).  This would also result in loss of 
braking for that car. 

3. If the Buffalo Connector catches on a hanger or other piece attached 
to the railcar, the brakes may not set or release. 

My recommendation is that you review Rule 11 in the AAR Field Manual 
before you inspect your railcars or railcars you are considering acquiring.  
Pay attention to the brake rods and look for Buffalo Connectors and 
determine if they were applied properly.  Any improper repairs should be 
remedied so railcar braking is not put at risk.   
Tealinc stands ready to assist you in any way we can.  Put our knowledge 
and experience to work for you. 
 
Steve Christian is the Manager Value Creation-Railcar Performance 
Manager for Tealinc, Ltd. You may contact Steve directly out of our 
Nebraska office at (308) 675-0838 or via email at steve@tealinc.com. 
 

Railroad Traffic 

 
AAR reported mixed rail traffic for the week ending March 9, 2013, with 
total U.S. weekly carloads of 276,698 carloads, down 0.9 percent 
compared with the same week last year. Intermodal volume for the week 
totaled 235,174 units, up 4 percent compared with the same week last 
year.  Total U.S. traffic for the week was 511,872 carloads and intermodal 
units, up 1.3 percent compared with the same week last year. 
  
Four of the 10 carload commodity groups posted increases compared 
with the same week in 2012, led by petroleum products, up 46.5 percent. 
Commodities showing a decrease were led by grain, down 16.5 percent.  
  
For the first ten weeks of 2013, U.S. railroads reported cumulative 
volume of 2,730,145 carloads, down 3.7 percent from the same point last 
year, and 2,386,882 intermodal units, up 7.2 percent from last year. 
Total U.S. traffic for the first ten weeks of 2013 was 5,117,027 carloads 
and intermodal units, up 1.1 percent from last year. 
  
Canadian railroads reported 78,758 carloads for the week, up 4.8 percent 
compared with the same week last year, and 52,760 intermodal units, up 
7.2 percent compared with 2012. For the first ten weeks of 2013, 
Canadian railroads reported cumulative volume of 768,915 carloads, up 
2.5 percent from the same point last year, and 512,923 intermodal units, 
up 6.4 percent from last year. 

  
Mexican railroads reported 15,577 carloads for the week, up 13 percent 
compared with the same week last year, and 9,826 intermodal units, up 
24.5 percent. Cumulative volume on Mexican railroads for the first ten 
weeks of 2013 is 146,211 carloads, up 9.6 percent from the same point 
last year, and 94,366 intermodal units, up 5.2 percent from last year. 
  
Combined North American rail volume for the ten weeks of 2013 on 13 
reporting U.S., Canadian and Mexican railroads totaled 3,645,271 
carloads, down 2 percent compared with the same point last year, and 
2,994,171 trailers and containers, up 7 percent compared with last year. 

mailto:steve@tealinc.com
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Visit the AAR at:  https://www.aar.org/newsandevents/Freight-Rail-
Traffic/Pages/2013-03-14-railtraffic.aspx 

 

Industrial Inside  
 
The value of agricultural exports at the Port of Virginia reached an all-
time high of $2.61 billion in 2012, shattering the previous record of $2.35 
billion set in 2011 by almost 12 percent, Virginia Gov. Bob McDonnell 
announced last week. 
  
The port's agricultural exports, which also include forestry products, 
have grown in value by about 17 percent since 2010. 
  
"With the trade offices we've established in key global regions and new 
ones we'll open this year, as well as the trade missions we will conduct 

later this year, I expect to see Virginia agricultural exports continue to 
grow," said McDonnell in a prepared statement. "Our recently passed 
transportation bill will also help ensure that Virginia continues to have 
the modern and well-funded road and rail network necessary to get our 
goods from producers in the commonwealth to tables all across the world 
in the decades ahead." 
  
The top exported products in 2012 included soybeans, soybean meal, 
lumber, wheat, corn, barley, pork, animal feed, processed foods and 
beverages, wood pellets, cotton, seafood and raw peanuts. The top three 
export markets were the same as in 2011: China, Canada and Morocco. 
  
The export commodity that registered the largest percentage growth in 
value was wood pellets, which soared more than 800 percent from $4 
million in 2011 to about $35 million in 2012, largely because of new sales 
to the European Union. The export value of soybeans more than doubled 
from $327 million to $734 million. 
                                                              
Read the entire article at: 
http://www.progressiverailroading.com/prdailynews/news.asp?id=3
5494  

Financial Focus 
 
The president's annual economic report, compiled by the White House 
Council of Economic Advisers and delivered to Congress, said across-the-
board spending cuts and slower population growth have the potential to 
weigh heavily on the economy in coming months and years. 
  
"In the weeks and months ahead, sequestration will begin to disrupt 
basic functions of government on which Americans depend, from 
education to emergency first-response to airport security," the report 
said. 
  
The White House has warned for weeks that across-the-board spending 
cuts, known in Washington as the sequester, would harm the economy. 
President Barack Obama spent three days meeting with lawmakers on 



The Edge 
 
As we continue to help clients with big and small picture issues and opportunities it continues to 
drive home the fact that the best laid plans can easily be compromised by timing, market 
changes or improper execution of those plans.  In the rail transportation industry we find that a 
plan is a guideline, and, when executed, part of the plan requires a continual adjustment to 
apply to reality.  The key is to put in place contingencies that help you achieve your overall goals. 
 

An example of how one customer handles uncertainty:  We (Tealinc) have a customer who has a 
very seasonal and cyclical business.  During the peak their railcar usage is 100% higher than 
during the trough. The dilemma though is the peaks and troughs can move sixty days either way 
so out of their fiscal year of 365 days there can be 120 days of complete chaos.  To be sure they 
get their product to market; the customer leases sufficient railcars from Tealinc to cover the bare 
minimum of cars to cover their peak times.  We then locate and provide short term equipment 
(i.e. spare cars) to provide a logistics failure comfort number to insure product is delivered and 
finished product shipped out.   
 
That covers the peak requirements.  To negate the expense of equipment being parked during 
their slow period, we then employ our deployment of excess equipment strategy.  This strategy 
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Capitol Hill this week in part to see if there's a way to prevent the cuts 
from continuing and to avoid future budget battles. 
  
The 456-page report said 2012 was a challenging year for the economy. 
Among the obstacles were concerns over the European debt crisis, slower 
growth in Asia and natural disasters such as the drought in the Midwest 
and Hurricane Sandy in the North East. Fluctuating gasoline prices and 
threats of potential tax increases at the end of 2012 also dampened 
growth. 
  
Mr. Obama, in the opening pages of the report, summarized the country's 
economic state. "Our housing market is healing, and consumers, 
patients, and homeowners enjoy stronger protections than ever before," 
he wrote. "But there are still millions of Americans whose hard work and 
dedication have not yet been rewarded." 
  

The report contains few projections of future growth, but gives particular 
attention to population growth. "The single largest cause of slower trend 
GDP growth in recent years is changing demographics," the report said. 
An aging population that requires more federal assistance, and a drop in 
the number of people who are of working age, could have profound effects 
on the economy, the report said. 
  
The report also discusses the nation's deficit, over which Democrats and 
Republicans have sparred in recent years. Democrats, and Mr. Obama, 
fear shrinking the deficit too quickly will harm growth while Republicans 
are less concerned it will. 
  
The report said Mr. Obama's budget, which is expected to go to Congress 
in April, "will put debt as a share of the economy on a stable path and 
place the budget in a fiscally sustainable position in the 10-year budget 
window." 
 
Read more: http://www.foxbusiness.com/news/2013/03/15/white-
house-housing-market-is-bouncing-back/ 



consists of placing surplus equipment with other customers (i.e. sublessee) to that meet their 
short term needs.  
 
In addition to managing equipment to correlate to our customers’ business ebbs and flows, we 
also manage their shop program by shopping equipment at strategically located railcar repair 
facilities to keep railcars in service during peak times and we employ railroad track leases to 
store those railcars that don’t have a short term home. 
 
We find that many customers need expanded strategies to reduce costs and retain the same or 
better reliability of assets in their supply chain.  We stand ready to help. 

 
We look forward to earning your business! 


