
                                 Touchbase                           July 2012 

In This Issue 
 
 Railroad & Policy  
 Mechanical Brief 
 Railroad Traffic 
 Industrial Inside 
 Financial Focus 
 The Edge 
 
 
 
 

Visit us at: 
www.tealinc.com 

  
 
 
 
 
 
STB board to hold 

hearing on 
proposed mediation 

and arbitration 
rules 

 
 

 
 
 
 
 
 
 
 
 
 
 
 

UP plans to have 
modified operations 

for the 
Independence Day 

holiday  

 

 

 

 

 

Railroad & Policy Updates 

 
The Surface Transportation Board (STB) announced on June 28, 2012 that 
it will hold an August 2, 2012 public hearing to explore issues raised by 
the Board's proposed regulations to increase the use of mediation and 
arbitration in disputes before the Board. 
 
A press release on the STB website reads as follows:  
 

While the Board has existing procedures in place for both mediation 
and arbitration, the agency proposed last March the refinement and 
expansion of those rules to promote greater use of alternative 
dispute resolution procedures. The proposed rules would require 
parties to mediate certain matters, and would simplify current rules 
for voluntary mediation. The Board also proposes a new program in 
which shippers and carriers could agree to arbitrate certain routine 
disputes that come before the Board. Class I and Class II rail 
carriers would be deemed to agree voluntarily to participate in the 
Board's proposed arbitration program unless they "opt out." 
 
The hearing will begin at 9:30 a.m., in the Board's Hearing Room at 
the agency's headquarters located at 395 E Street, SW in 
Washington, D.C. Parties wishing to participate must file a notice of 
intent to participate (identifying the party, proposed speaker, and 
speaking time requested) no later than July 19, 2012. 
 
The Board's notice announcing the hearing was issued to the public 
today in the proceeding entitled Assessment of Mediation and 
Arbitration Procedures, EP 699. The notice will be published in the 
Federal Register and is available for viewing and downloading on the 
agency's website, www.stb.dot.gov. Live video of the hearing will be 
available via the agency's website. 

 
View the entire press release at: 
http://www.stb.dot.gov/newsrels.nsf/13c1d2f25165911f8525687a00678fa7/525c0af6859b08f0
85257a2b00700738?OpenDocument 

 
Union Pacific Announces Independence Day Holiday Operating Plan  
 
According to the Union Pacific Railroad (UP) website, the UP plans to have 

modified operations for the Independence Day holiday. This includes 
operations on Wednesday, July 4, 2012 through Thursday, July 5, 2012. 
 
During this time, [the UP] will operate coal, soda ash and potash, grain, 
military and rock trains. The intermodal and automotive network will have 
reduced operations with selected annulments and consolidations 
depending on volumes. 
 
Manifest and perishables train operations will vary by region: 

 Southern region - Most manifest and perishables trains originating 
from the Southern region of the Union Pacific network will operate 

  

http://www.stb.dot.gov/decisions/readingroom.nsf/WebDecisionID/42501?OpenDocument
http://www.stb.dot.gov/decisions/readingroom.nsf/WebDecisionID/42501?OpenDocument
http://www.stb.dot.gov/
http://www.stb.dot.gov/newsrels.nsf/13c1d2f25165911f8525687a00678fa7/525c0af6859b08f085257a2b00700738?OpenDocument
http://www.stb.dot.gov/newsrels.nsf/13c1d2f25165911f8525687a00678fa7/525c0af6859b08f085257a2b00700738?OpenDocument
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Pay attention to 

as normal. 
 Northern region - The majority of manifest and perishables trains 

originating from terminals in the Northern region of the Union 
Pacific network will be annulled between 7:00 a.m. on Wednesday, 
July 4 and 7:00 a.m. on Thursday, July 5. 

 Western region - The majority of manifest and perishables trains 
originating from terminals in the Western region of the Union Pacific 
network will be annulled between 7:00 a.m. on Wednesday, July 4 
and 7:00 p.m. on Thursday, July 5. 

 
Trains enroute will operate to destination. Some yard and local operations 
may be curtailed based on traffic levels and customer needs. Critical 
customer-specific switching requests will be protected. Interchange 
operations will be coordinated as required with connecting railroads at all 
locations. 
 

Here at Tealinc, we recommend that you expect and plan for service delays 
related to the July 4th Holiday and plan accordingly. 
 
Read the entire article: 
http://www.up.com/customers/announcements/customernews/allcu
stomernews/CN2012-27.html 
 

Mechanical Brief with Steve Christian  
 

When I inspect railcars there are many items that I have made a habit of 

zeroing in on.  One of them is brake shoes.  Of course, you inspect the 

shoes for “Cause for Renewal” conditions in accordance with AAR Rule 

12.A.1.   

Beyond that, replacement of brake shoes can also serve as an indicator of 

other problems. For instance, have you noticed that brake shoes tend to 

wear unevenly with more wear occurring on the top of the shoe?  The 

weight distribution of a unit brake beam in its normal operation will tilt the 

top of the brake beam head so that the top of the brake shoe makes 

contact with the wheel first when the brakes are applied.  This results in 

more wear on the top of the brake shoe.  That being said, the amount of 

difference in wear (from top to bottom) serves as an important indicator.   If 

you notice the thickness of the top of the shoe is half the thickness of the 

bottom of the shoe (or less) you may have one or more of the following 

problems:  worn out brake beam extensions, worn out brake beam wear 

liners, loose brake beam heads.  A further inspection of the brake beam 

and the wear liners will verify the defects.  I recommend that you get any 

defects you find corrected whenever it is practical to do so.  Failure to 

address the defects could result in poor brake shoe life at very least. 

Totally ignored, it could even develop into damage to the brake beam 

extension guide which is cast into the side frame.  The result of this 

damage could require replacement of the side frame itself.  The small 

inexpensive repairs become much bigger and more expensive if you ignore 

http://www.up.com/customers/announcements/customernews/allcustomernews/CN2012-27.html
http://www.up.com/customers/announcements/customernews/allcustomernews/CN2012-27.html


your brake shoes 

 

 

 

 

 

AAR reports mixed 
rail traffic for May 

2012 

 

 

 

Thirteen of 20 
commodities saw 
carload gains in 

May 

 

 

 

 

 

 

 

 

 

 

 

“The economy 
continues to 

perplex, with some 
indicators seeming 

to signal a 
slowdown and some 

hinting at steady, 
albeit 

unspectacular, 
progress” 

 

 

 

 

 

the indicators.  Pay attention to your brake shoes! 

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 on June 7, 2012 that 
U.S. rail carloads originated in May 2012 totaled 1,392,352, down 40,405 
carloads or 2.8 percent, compared with May 2011. Intermodal volume in 
May 2012 was 1,178,312 trailers and containers, up 39,696 units or up 
3.5 percent, compared with May 2011. The May 2012 weekly intermodal 
average of 235,662 trailers and containers is the highest May average in 
history.  
 
Thirteen of the 20 commodity categories tracked by the AAR saw carload 
gains in May 2012 compared with May 2011, including: motor vehicles, up 
17,066 cars or 27.7 percent; petroleum and petroleum products, up 
16,460 carloads, or 49.2 percent; crushed stone, sand and gravel, up 
7,535 carloads, or 8.2 percent; lumber and wood products, up 2,357 
carloads, or 16.9 percent, and primary metal products, up 2,260 carloads, 
or 4.3 percent.   
 
Commodities with carload declines in May were led by coal, down 74,469 
carloads, or 12.1 percent compared with May 2011. Other commodities 
with declines included grain, down 13,322 carloads, or 11.8 percent; 
chemicals, down 3,563 carloads, or 2.4 percent, and nonmetallic minerals, 
down 2,181 carloads, or 8.7 percent. Carloads excluding coal and grain 
were up 47,386 carloads, or 6.7 percent. 
 
Class I railroad employment in April was up by 1,353 employees to 
161,876, its highest level since November 2008. Total Class I employment 
in April 2012 was up 5,099 employees, or 3.3 percent, compared with April 
2011.  
 
As of June 1, 2012, 312,938 freight cars were in storage, an increase of 
4,981 from May 1, 2012, and equal to 20.4 percent of the North American 
fleet.  Total cars in storage have increased for eight straight months. 
 
Combined North American rail volume for the first 22 weeks of 2012 on 13 
reporting U.S., Canadian and Mexican railroads totaled 8,170,610 
carloads, down 1.8 percent compared with the same point last year, and 

6,343,053 trailers and containers, up 4 percent compared with last year. 
“The economy continues to perplex, with some indicators seeming to signal 
a slowdown and some hinting at steady, albeit unspectacular, progress,” 
said AAR Senior Vice President John T. Gray.  “U.S. rail traffic is in the 
latter category.  Intermodal volume grew in May for the 30th consecutive 
month, and carload traffic excluding coal and grain, which by and large are 
not economically-sensitive commodities, continues to grow at a reasonably 
good pace.”  
 
Visit the AAR at: 
http://www.aar.org/NewsAndEvents/Freight-Rail-Traffic/2012/06/07-railtraffic.aspx 

mailto:steve@tealinc.com


 
 

Positive housing 

market indicators 
outnumbered bad 
ones in June 2012 

 

 

 

 

 

 

 

Builders: highest 
traffic levels seen 
in five years and 
the highest sales 

levels since 
February 2007 

 

 

 

 

 

 

 

 

 

 

Interest rates 
continue to fall; 

average rate for 30-
year fixed rate 
mortgages with 

conforming loan 
balances fell to 3.74 
percent, the lowest 
rate in the history 

of the survey 

 

 

 

 

Industrial Inside  
 
Positive housing market indicators outnumbered bad ones in June 2012, 
though sales and future sales fell in the latter category. First, the good 
news. 
 Housing starts: Beating expectations, housing starts increased by 6.9 

percent in June to a seasonally adjusted annual rate of 760,000. 
(Industry analysts had expected just 715,000). The Commerce 
Department revised May starts from 708,000 to 711,000 (see Table 1). 

 
 Builder confidence: The NAHB/Wells Fargo builder sentiment index 

reached its highest point since March of 2007, increasing 6 points to 
35. Builders responding to the survey say they saw the highest traffic 
levels seen in five years and the highest sales levels since February 
2007 (see Table 1). 

 Interest rates: Interest rates continue to fall; the Mortgage Bankers 
Association reported that the average rate for 30-year fixed rate 
mortgages with conforming loan balances ($417,500 or less) fell to 3.74 
percent, the lowest rate in the history of the survey (see Table 2). 

 

 
 Home prices: The most recent Case-Shiller Home Price Index (covering 

http://blog.forest2market.com/2012/07/30/housing-statistics-june-2012/newconstruction201207/
http://blog.forest2market.com/2012/07/30/housing-market-update-june-2012/ratesv2/
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Federal Reserve 
acts to revive ailing 

May 2012) reported home prices increased by 2.2 percent, following a 
1.2 percent increase in April. The National Association of Realtors 
reported a 7.9 percent annual jump in median existing home prices in 
June (see Table 3). 

 
 Home equity credit: As banks begin to loosen credit standards for home 

equity loans and lines of credit, by accepting both lower credit scores 
and lower loan-to-value ratios, the Harvard University Center for 
Housing Studies’ Leading Indicator of Remodeling Activity is expected to 
reach double-digit growth by the first quarter of 2013. 

 
Still, three indicators suggested some retrenchment from May: 
 
 New home sales: In June, sales of new homes fell from May’s rate of 

382,000 to 350,000 (seasonally adjusted annualized rate). This is a 
month-over-month drop of 8.4 percent, though year-over-year June’s 
number was 15.1 percent above June 2011’s 304,000. The median new 
home price fell by $4,500 (see Table 3). 

 Existing home sales: The National Association of Realtors reported that 
existing home sales dropped 5.4 percent from May’s 4,620,000 
(annualized) to 4,370,000. This remains 4.5 percent above June 2011’s 
level of 4,180,000 (see Table 3). 

 Pending home sales: Pending home sales fell 1.4 percent in June, from 

a downwardly revised 100.7 in May to 99.3 in June. This is still 9.5 
percent above June 2011’s 90.7 (see Table 3). 

 
Read the entire article at: 
http://blog.forest2market.com/2012/07/30/housing-market-update-
june-2012/#more-2891 

Financial Focus 

 
The Federal Reserve launched another $267 billion program on June 20, 
2012 that it hopes will revive the ailing recovery. 

http://blog.forest2market.com/2012/07/30/housing-market-update-june-2012/sales-2/
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An extension of its current policy nicknamed Operation Twist, the program 
swaps short-term bonds for ones with longer durations.  
 
The move is designed to lower long-term interest rates on everything from 
mortgages to business loans and spark borrowing, but without pumping 
more money into the economy. 
 
The Fed's current round of Operation Twist swapped $400 billion in short-
term Treasuries for longer-term bonds. Started in October, it was originally 
set to end on June 30. The extended program will continue through the 
end of the year.  
 
Given weak economic data lately, the announcement didn't come as a 
complete surprise. A CNNMoney survey of economists had predicted the 
Fed would act to extend the program. 

 
Inflation is near the Fed's target, but the unemployment rate, at 8.2% is far 
above acceptable levels. Meanwhile, the most recent jobs report showed 
American employers added 69,000 jobs in May, the weakest hiring in a 
year.  
 
Stocks fell sharply at first, but then recovered some of their losses later in 
the day. 
 
The Federal Reserve has kept interest rates at historic lows 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. 
 
The effect on Main Street has been questionable though. Mortgage rates 
are at record lows, but even so, new home sales have been choppy and 
banks are still unwilling to lend to anyone with less-than-perfect credit. 
Small business owners are also struggling to get loans. 
 
Fed policymakers voted June 20, 2012 to keep interest rates "exceptionally 
low" for at least another two years, indicating they believe the economy will 
remain weak enough to warrant an extra boost "at least through late 
2014." 
 
Of the Fed's 12 voting members, Richmond Fed President Jeffrey Lacker 
was the only one to oppose the decision. 
 

Later in the day, the Fed also released updated forecasts, showing the 
central bank has lower expectations for the economy this year. In a press 
conference, Bernanke also told reporters that he stands ready to do more. 
"In case things get worse, we are prepared to protect the U.S. economy and 
financial system," he said. 
 
Read the entire article at: 
http://money.cnn.com/2012/06/20/news/economy/federal-reserve-
decision/index.htm 

 
 

http://money.cnn.com/2011/09/21/news/economy/federal_reserve_operation_twist/index.htm?iid=EL
http://money.cnn.com/2012/06/14/news/economy/cpi-inflation/index.htm?iid=EL
http://money.cnn.com/2012/06/01/news/economy/may-jobs-report/index.htm?iid=EL
http://money.cnn.com/2012/06/20/investing/stocks-markets/index.htm?iid=Lead
http://money.cnn.com/2012/06/07/real_estate/mortgage-rates/index.htm?iid=EL
http://money.cnn.com/2012/06/07/real_estate/mortgage-rates/index.htm?iid=EL
http://money.cnn.com/video/news/2012/02/08/n_lacker_fed_dissent.cnnmoney/?iid=EL
http://money.cnn.com/2012/06/20/news/economy/bernanke-press-conference/index.htm?iid=EL


The Edge 
 
During the month of July we’re always reminded of those men and women that keep our country 
free by putting their life on the line and on hold to fight for the freedom of our country.  We 
certainly appreciate you and during this time of independence say thanks for your dedication. 
 
Our economy continues to try and improve.  In some sectors we see improvements and in others 
continued decline.  When you look at rail traffic it’s easy to discern what’s doing well and what 
isn’t.  Energy related commodities sans coal are booming while lumber related commodities are 
up too albeit slightly but even they are nowhere near previous levels that were supported during 
the housing boom.  It’s a testament to the resiliency of our foundational companies in this 
country that many are surviving and continue forward with growth plans.   
 
In times like these we find that companies are looking to every cost savings possible.  That 
includes not only reevaluation of bulk commodity transportation but LTL transportation options 
as well.  Tealinc is assisting several customers in there reevaluation process at this time and in 

most cases we’re finding ways to drive out costs while retaining fundamental base business.  If 
we can be of assistance please don’t hesitate to give us a call. 

 
We look forward to earning your business! 


