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Darell Luther Becomes Featured Columnist In National Publication 

We are proud to announce that Tealinc, Ltd. President Darell Luther has 
become a regular contributing author within the popular industry 
magazine Waste Advantage with a monthly column featured under the title 
of “Waste-by-Rail”.  While the articles are geared towards shippers within 
the waste industry, shippers within any industry will benefit from the 
expertise Darell expresses. 

We invite you to read the press release as featured on our website or read 
any of the monthly articles as featured directly from the magazine or stored 
in our website archives. Additional articles will be published on the Tealinc 
website as they become available so please check back regularly. 

Featured articles to date include: 

 April 2012: Rail Negotiating Best Practices  
 May 2012: Rail Yard Operations Best Practices  
 June 2012: Railroads: Requirement of Hauling Waste  
 July 2012: Railcar Design and Use   
 August 2012: Fuel in the Waste Industry  

Railroad & Policy Updates 

 

The Surface Transportation Board announced July 25, 2012 "two 
initiatives to explore ways to further protect captive shippers from 
unreasonable rail rates." 
 
STB said it proposes to reform its rules on how it resolves rate 
disputes "to ensure that all captive shippers have a meaningful way to 
challenge rates." STB also will be "taking steps to consider a proposal 
submitted by The National Industrial Transportation League (NITL) to 
increase rail-to-rail competition." 
 
"The centerpiece of the Board's rate rules proposal removes the 
limitation on relief for cases brought under the Simplified-Stand Alone 
Cost alternative," STB said. 
 
"Our goal is to encourage shippers to use a simplified alternative to a 
Full-[Stand Alone Cost] analysis that is economically sound, yet provides 
a less complicated and less expensive way to challenge freight rates by 
discarding the requirement that shippers design a hypothetical railroad 
to judge a railroad's real world rates," the Board wrote in its decision, 
Rate Regulation Reforms, EP 715. 
 
The Board also proposes to double the relief available to shippers under 
its other simplified approach, the Three-Benchmark method; to make 
technical changes to the Full-SAC and simplified rate procedures; and to 
raise the interest rate that railroads must pay on reparations to shippers 
if the railroads are found to have charged unreasonable rates. 

  

http://www.tealinc.com/news-educationpress-release/
http://www.tealinc.com/wp-content/uploads/2012/06/Tealinc_Press-Release_Waste-Management_Rail-Negotiating-Best-Practices_APRIL2012.pdf
http://www.tealinc.com/wp-content/uploads/2012/06/Tealinc_Press-Release_Waste-Management_Rail-Yard-Operations_MAY2012.pdf
http://www.tealinc.com/wp-content/uploads/2012/06/Tealinc_Press-Release_Waste-Management_Railroads-Requirements-of-Hauling-Waste_JUNE2012.pdf
http://www.tealinc.com/wp-content/uploads/2012/08/Tealinc_Press-Release_Waste-Management_JULY2012.pdf
http://www.tealinc.com/wp-content/uploads/2012/08/Tealinc_Press-Release_Waste-Management_AUGUST-2012.pdf
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In addition to these immediate proposals, the Board is beginning a 
proceeding in Petition for Rulemaking to Adopt Revised Competitive 
Switching Rules, EP 711, to explore a competitive-access proposal 
submitted by NITL, STB said. 
 
Said STB in a statement, "We continue to explore whether there are 
policy changes the Board could adopt that would promote more rail-to-
rail competition and thereby allow competition and the demand for 
services to establish reasonable rates for transportation by rail, and 
thus minimize the need for Federal regulatory control." Under NITL's 
proposal, certain shippers located in terminal areas that lack effective 
transportation alternatives would be granted access to a competing 
railroad, if there is a working interchange within 30 miles." 
 
STB also said it continues to evaluate other competitive issues, 

including what actions to take in connection with commodity 
exemptions, the subject of a separate hearing and how to improve its 
rules in transactions involving interchange commitments. 
 
Learn more at:  
http://www.railwayage.com/index.php/regulatory/stb-seeks-to-
protect-captive-shippers%E2%80%9D.html 
 

Economic Planning Associates drops 2012 rail-car deliveries 
projection from 58,000 to 55,300 
 
Rail-car demand that’s strengthened the past two years will "pause" for the 
next 18 months, then rebound in 2014, according to Economic Planning 
Associates Inc.’s (EPA) latest quarterly rail-car market report. 
 
“On the surface, the 16,434 cars ordered in the second quarter was a 
strong improvement over the 12,473 cars ordered in this year’s opening 
quarter. A closer inspection of the data, however, indicates that demand 
for a variety of rail cars has weakened,” EPA officials said in the report. 
 
Tank cars accounted for 83.5 percent of total orders in the second quarter. 
Excluding tank cars, car orders amounted to only 2,707 units, significantly 
below the 5,994 non-tank car orders registered in the first quarter. 
 
“We are concerned about the underwhelming growth of the economy as 
manufacturers, oil and gas producers, and coal companies struggle with 
the increasing number of government regulations which are dampening 

our economic potential,” EPA officials said. “Hopefully, our economy can 
eventually embark on a stronger path of growth, which will improve 
railroad traffic, revenue and investments leading to continued healthy 
growth in rail-car demand.” 
 
Since a general weakening has occurred among a number of car types, 
including coal cars, covered hoppers, Class F flat cars and intermodal 
platforms, EPA has lowered its second-half assembly rates for the cars. 
Lower than previously anticipated deliveries for the cars will be slightly 
offset by stronger production of tank cars and mill gons, EPA officials said. 

http://www.railwayage.com/index.php/regulatory/stb-seeks-to-protect-captive-shippers%E2%80%9D.html
http://www.railwayage.com/index.php/regulatory/stb-seeks-to-protect-captive-shippers%E2%80%9D.html
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Because of numerous market factors, the firm also reduced its total car 
deliveries projection for 2012 from 58,000 to 55,300 units. 
 
“Assuming no further jolts to our economy from either Environmental 
Protection Agency regulations or the Administration, or external negative 
developments involving the financial environments abroad, we [then] look 
for a stabilization in demand for most car types, with the exception of 
small-cube covered hoppers,” EPA officials said. “Our estimate of an easing 
in assemblies of small-cube equipment from 14,000 units this year to 
5,000 units in 2013 will serve to drop total rail-car deliveries from 55,300 
this year to 45,800 in 2013.” 
 
In the longer term, stronger economic activities will support certain car 
assemblies, while an improving financial environment, high gasoline prices 
and strong government backing stimulate greater demand for ethanol and 

DDG cars, EPA officials believe. 
 
Car replacement pressures, technological advances and legislative 
measures also will play a role in promoting demand for various cars. In 
addition, construction activities are expected to return to higher levels; 
demand is projected to grow for petroleum products, chemicals, and food 
and beverages; air emission standards are set to tighten, thus promoting 
more use of lower sulphur western coal; worldwide nutritional needs are 
predicted to keep mounting; and exports, especially for grain, are 
forecasted to continue growing, EPA officials said. 
 
In 2014, car deliveries will rebound to 50,800 units, then gradually 
increase the next three years, reaching 62,300 units in 2017, EPA predicts. 
 
Read the entire article: 
http://www.progressiverailroading.com/prdailynews/news.asp?id=31
878 

Mechanical Brief with Steve Christian  
 
One of my duties at Tealinc is to audit all railcar repair invoices before 
payment.  This last month I had four different files sent to me that 
represented the repairs performed by four different railroads.  Each file 
contains a cover invoice that shows a summary of the “Billing Repair Card 
(BRC)” charges and the “Group Billable” charges.  The next sheet (or 
sheets) shows the material and labor totals by car number.  That is 
followed by the detailed “BRCs.”   
 

One particular file from one of the railroads caught my interest more than 
the others.  There were three separate BRC’s that showed Location 1-2-3-
4, Job Code 2857, Why Made 33, and Responsibility 2 with a $0.00 Net 
Charge.  This told me that this railroad had derailed all four wheels of 
three of our cars yet made no repairs.  
 
How did I come to that conclusion? 
 

 Location 1-2-3-4 means all four wheelsets (counting from the “B” 
end) were involved 
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Carloadings of 
petroleum and 

 Job Code 2857 is for Roller Bearing Inspection 

 Why Made 33 is Derailment Damage per Rule 95 (Handling and/or 
Delivering Line Responsibility) 

 Responsibility Code 2 is Handling Line (the railroad did it) 
 
Naturally, my review of these BRC’s made me question why the railroad 
had not told me that the cars were derailed. Furthermore, I wondered if 
there was damaged to our cars that was not attended to.  As the result of 
this, I asked that the cars be inspected and digital pictures taken for any 
additional damage that might have occurred when the railroad derailed our 
cars.  I also made notes for myself to watch future bills to see if other 
repairs show up in future bills for these cars. 
 
If you regularly look at BRC’s like I do, you should have a current edition 
of the “Field Manual of the AAR Interchange Rules” at very least.  There are 
a lot of rules and details in there that are very valuable.  However, in the 

beginning, you can just focus in on Rule 83 “Preparation of Original Record 
of Repair and Billing Repair Data” to get what all of the codes mean.  If you 
look in the “Table of Contents” you will see it is organized by rules and 
alongside the titles are a range of Job Codes that correspond to the rule.  
This will aid you in finding more detail about the rules governing each rule 
and how they should be billed.  In addition, you should have the “Office 
Manual of the AAR Interchange Rules”.  There is a “Price Matrix” that is 
updated quarterly complete with prices that the railroads can charge for 
each job code.  This will allow you to verify that what the railroad is 
charging you is correct. 
 
This is just scratching the surface of interpreting BRC information and 
reviewing your bills in depth can help you determine how the railroads are 
operating your cars. Understanding if certain repair locations (SPLC’s) are 
more focused on performing certain repairs can also help you track the 
validity of these repairs.  You can also determine if a particular car or a 
group of cars is showing mechanical defect trends and help you make 
maintenance/ repair decisions that further impact your bottom line.  Learn 
to audit your bills, not only to verify repair charges but also to learn more 
about your fleet.  Tealinc can assist you in that pursuit. 
 
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 

The Association of American Railroads (AAR) reported [August 2, 2012] 
that U.S. rail carloads originated in July 2012 totaled 1,103,733, down 
7,787 carloads or 0.7 percent, compared with July 2011. Intermodal 
volume in July 2012 was 946,071 trailers and containers, up 50,431 units 
or up 5.6 percent, compared with July 2011. The July 2012 weekly 
intermodal average of 236,518 trailers and containers is the highest July 
average in history.  

Eight of the 20 commodity categories tracked by the AAR saw carload gains 
in July 2012 compared with July 2011, including: petroleum and 

mailto:steve@tealinc.com
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petroleum products, up 13,368 carloads, or 47.2 percent; motor vehicles 
and parts, up 9,317 carloads or 23.3 percent, and food products, up 2,297 
carloads or 9.9 percent. 

Monthly carloads excluding coal and grain were up 8,018 carloads or 1.4 
percent compared with July of last year. Commodity categories with 
declines in July 2012 were led by coal, down 7,945 carloads, or 1.7 percent 
compared with July 2011, grain, down 7,860 carloads, or 10 percent and 
metallic ores, down 6,182 carloads, or 16.2 percent.  

Class I railroad employment in June 2012 was up 611 employees from May 
and up 3,819 employees compared with June 2011. Total Class I 
employment was 163,159, its highest level since October 2008.  

“Carloads of some of the more economically sensitive commodities, such as 
lumber and wood, steel, and autos, gave us a mixed message in July. 

While lumber related to home construction remained very positive, other 
manufactured goods either grew more slowly than they have been or 
actually fell in July,” said AAR Senior Vice President John T. Gray. “It 
remains to be seen if this is just a blip or something more serious. More 
positively, intermodal volume remains on track to see a record year in 
2012.”  

For the first 30 weeks of 2012, U.S. railroads reported cumulative volume 
of 8,428,551 carloads, down 2.6 percent from the same point last year, and 
6,995,801 trailers and containers, up 3.6 percent from last year. 

Combined North American rail volume for the first 30 weeks of 2012 on 13 
reporting U.S., Canadian and Mexican railroads totaled 11,152,574 
carloads, down 1.4 percent compared with the same point last year, and 
8,798,253 trailers and containers, up 4.6 percent compared with last year. 

Visit the AAR at: 
http://www.aar.org/NewsAndEvents/Freight-Rail-
Traffic/2012/08/02-railtraffic.aspx 
 

Industrial Inside  
 
The drought baking Midwest corn and soybean crops will likely cost the 
U.S. food export industry billions in lost revenue. But unlike droughts in 
previous years, it should not cause a major disruption in worldwide food 
supplies.  

 
Crops from other nations can mostly cover the loss, although some people 
who have recently grown accustomed to eating more meat, especially in 
developing nations, may have to cut back on it. 
 
The United States accounts for over half the global export market for corn 
and nearly half of the soybean market. Some corn ends up in products like 
cereal and soda, but the biggest chunk is used as feedstock for pork, 
chicken and beef. 
 
All told, U.S. agricultural products account for roughly 10% of the 
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country's $1.5 trillion export market, according to the Census Bureau. 
Exports of corn, soybean and meat products -- the items most at risk from 
the drought -- totaled $53 billion in 2011. 
 
The drought this year "will definitely hurt the quantity of exports," said 
David Hightower, president of the agricultural futures newsletter The 
Hightower Report. By how much is hard to say.  
 
It's estimated the corn crop could be 10% to 15% smaller than expected 
this year due to the drought. "The next two weeks are the most significant, 
maybe in modern history," Hightower said. Although some of the corn crop 
is probably lost for good, much of the soybean crop could be saved if rain 
falls soon. But if it remains dry, then the situation gets markedly worse. 
 
If things get as bad as people fear, a handful of countries may have to shift 
their food consumption. Most U.S. corn and soybean exports go to four 

countries: China, Japan, Mexico and South Korea. 
 
The soybean situation isn't as bad as that of corn. South America, has had 
a good soybean harvest, said Bruce Scherr, CEO of the agriculture 
research and consulting firm Informa Economics. But corn is another 
matter.  
 
China is probably in the clear -- the country looks to be on its way to a 
record corn crop, said Scherr.  But the other countries will have to either 
"pay up or cut back," he said, with Japan and South Korea probably 
choosing to pay up and Mexico probably cutting back a bit. 
 
Most of exported corn and soy is consumed by livestock, so the cutbacks 
will most likely affect meat consumption and not staple foodstuffs. 
 
Cutting back on meat will probably not equal hunger, or likely even 
anything close to it. Unlike in 2007, when a worldwide drought sparked 
serious food shortages, this year has seen strong crops of rice and wheat. 
Plus, worldwide stockpiles of corn, soybeans and other crops are healthy. 
"I don't think there will be major shortfalls in supply," said Divya Reddy, a 
natural resources analyst at the Eurasia Group.  
 
And many of those most in danger of malnutrition -- extremely poor people 
in Africa -- rely on white corn, which is generally not grown in the United 
States and which hasn't been hit by drought. 
 
"I don't expect this to impact the poorest of the poor," said Maximo Torero, 

head of markets and trade at the International Food Policy Research 
Institute. "It's more the meat market." 
 
Read the entire article at:  
http://money.cnn.com/2012/08/02/news/economy/drought-food-
exports/index.htm 

Financial Focus 
 
The Federal Reserve decided to stick to its current policies August 2, 2012, 
but indicated the United States economy is slowing and that more action 

http://www.cnn.com/2012/08/01/us/us-usda-disaster-zones/index.html?hpt=hp_t1&iid=EL
http://buzz.money.cnn.com/2012/07/31/corn-soybean-prices/?iid=EL
http://buzz.money.cnn.com/2012/07/31/corn-soybean-prices/?iid=EL
http://money.cnn.com/2012/08/02/news/economy/drought-food-exports/index.htm
http://money.cnn.com/2012/08/02/news/economy/drought-food-exports/index.htm
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could be in the cards soon. 
 
Since Fed policymakers last met six weeks ago, data has shown the 
recovery slowed and hiring remained tepid. The economy grew at a paltry 
1.5% annual rate in the second quarter, and employers added just 80,000 
jobs in June. 
 
The central bank said that economic activity "decelerated" in its policy 
statement released August 2, 2012 and reiterated its former guidance, 
forecasting it is likely to hold interest rates near "exceptionally low levels" 
at least through late 2014. 
 
Meanwhile, the Fed will also continue its current policy known as 
Operation Twist. That program swaps short-term bonds for ones with 
longer durations, in an effort to lower long-term interest rates on 
mortgages to business loans. 

 
The Federal Reserve has kept interest rates near zero since December 
2008, as a way to free up credit following the financial crisis. To push rates 
even lower, the central bank has also purchased more than $2 trillion in 
assets in two rounds of so-called quantitative easing, or QE. 
 
While no additional actions were announced August 2, the Fed said that it 
is prepared to do more to boost the economy if needed. "The Committee will 
closely monitor incoming information on economic and financial 
developments and will provide additional accommodation as needed to 
promote a stronger economic recovery" the statement said.  
 
That language was slightly more direct than previous statements, which 
said the Fed was "prepared" to take action. Some Fed watchers took that 
as a sign that more action could be coming. 
 
Zach Pandl, senior interest rate strategist at Columbia Management, said 
the new statement sent a "strong signal" that the Fed will act at its next 
meeting. "The only thing in my view that could change the Fed's mind is 
better data," Pandl said. "If activity accelerates, if the European situation 
improves dramatically, or if the unemployment rate drops a few tenths, 
then QE might be off the table." 
 
Recent pledges to take action made by Federal Reserve Chairman Ben 
Bernanke have led investors to speculate about whether a third round of 
quantitative easing -- or QE3 -- is coming soon. After no such stimulus 
was announced August 2, stocks fell in afternoon trading. 

 
Economists caution that any further Fed action is likely to have only a 
minor effect at this point. But the Fed could decide the risk of doing 
nothing is even more worrisome, especially given challenges including the 
looming fiscal cliff and Europe's debt crisis. 
 
"Strains in global financial markets continue to pose significant downside 
risks to the economic outlook," the Fed statement said. 
 
Of the Fed's 12 voting members, Richmond Fed President Jeffrey Lacker 
was the only one to oppose the decision. Lacker objected to publishing the 

http://money.cnn.com/2012/07/11/news/economy/fed-minutes/index.htm?iid=EL
http://money.cnn.com/2012/07/27/news/economy/us-gdp/index.htm?iid=EL
http://money.cnn.com/2012/07/05/news/economy/jobs-report-unemployment/index.htm?iid=EL
http://money.cnn.com/2012/07/05/news/economy/jobs-report-unemployment/index.htm?iid=EL
http://money.cnn.com/2012/07/11/news/economy/fed-minutes/index.htm?iid=EL
http://money.cnn.com/2012/06/20/news/economy/federal-reserve-decision/index.htm?iid=EL
http://money.cnn.com/2012/06/20/news/economy/bernanke-press-conference/index.htm?iid=EL
http://money.cnn.com/2012/06/20/news/economy/bernanke-press-conference/index.htm?iid=EL
http://money.cnn.com/2012/08/01/investing/stocks-markets/index.htm?iid=EL
http://money.cnn.com/2012/07/26/news/economy/federal-reserve-stimulus-risks/index.htm?iid=EL
http://money.cnn.com/2012/05/16/news/economy/fiscal-cliff/index.htm?iid=EL
http://money.cnn.com/news/international/europe_debt_crisis/?iid=EL
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outlook for low interest rates. He has dissented at every Fed meeting since 
January. 
 
The Fed's next meeting is scheduled for September, at which point the 
central bank will have more information on the economy, showing whether 
weakness persisted throughout the summer. 
 
In late August, Bernanke will also give a high-profile speech in Jackson 
Hole, Wyo., where he could offer up more hints of the Fed's next move 
 
Learn more at: 
http://money.cnn.com/2012/08/01/news/economy/federal-reserve-
stimulus/index.htm?iid=SF_BN_Lead  

 
The Edge 
 

Its summer time and air conditioners across the country are running full out.  It makes one 
think of where the generation comes from for the electricity that powers those air conditioners.  
The single largest commodity contributor for that electricity generation is coal and from January 
to July it’s taken a beating!  Two factors have severely impacted the use of coal in electrical 
generation. First the price of natural gas has been hovering around the $2.00 per million mark 
due to the oil drilling activity in the Bakken region in ND and MT and the natural gas drilling 
activity in the Marcellus Shale region in PA and the northeast. Coal accounted for 42.4% of U.S. 
carload traffic in July 2012, the highest share since January 2012 (source: AAR).  Despite the 
increase, July railcar loads of coal are tracking at more than 7,000 carloads less than the same 
time in 2011, roughly a 1.7% decrease.   
 
I personally look for some sort of equalization of natural gas prices with coal for an electricity 
generation method.  An opportunity of $2 to $4 per million btu is too much for a market based 
economy to pass up.  There may be a lot of coal cars setting in the sidelines at this point but a 
coal shipment recovery is imminent.  
 
Corn is also the news in today’s environment. Not enough that is.  According to the USDA corn 
production is projected to be 1.8 billion bushels less than predicted last month.  The drought in 
some 40 plus states has hit anticipated corn yields with a 20 bushel per acre reduction.  Corn 
accounts for 46.2 million tons of the global coarse grain supplies reduction of 47.6 million tons 
or 97% of the worlds’ coarse grain reduction. 
 
What’s the impact on rail shippers? 
 
Carefully crafted rail rates that extract maximum returns have to be in the plans across all 
commodity types for railroads to make earnings requirements.  Coal and grain (re: US wheat, 
barley, oats, soybean stocks will also be reduced) are the two largest commodities originations for 
US Railroads as far as tonnage is concerned.  Railroads will extract value where they can so plan 
accordingly.   Conversely if you live in a time sensitive world and your commodities were 
competing with coal and grain for track space, the railroads should be re-engaged to help you 
ship or increase your shipments by rail.   
 
There also appears to be another interesting phenomenon occurring in that rail still offers a 
significant transport cost value on heavy haul or non-traditional longer haul commodities over 
truck.  We have had a number of inquiries this month for market rate studies comparing truck 
versus truck-rail combinations. 
 



In times of instability in a market as we’re seeing in major commodity shipments there are 
opportunities to be discovered.  We’re ready to help you discover yours, just give us a call or send 
an email.    

 
We look forward to earning your business! 


