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Railroad & Policy Updates 

 
The Department of Transportation’s Pipeline and Hazardous Materials 
Safety Administration (PHMSA) and the Federal Railroad Administration 
are conducting a safety review of crude-by-rail shipments originating in 
the Bakken Shale formation, specifically within North Dakota and South 
Dakota. 
  
The review, already well under way, will be checking on rail manifests to 
make sure they accurately reflect cargo volume and other specifics, and 
to make sure trains are adequately staffed, PHMSA Administrator 
Cynthia Quarterman told reporters during a break at an Aug. 22 

emergency meeting of the Railroad Safety Advisory Committee (RSAC) in 
Washington. 
 
“We need to make sure that what is in those tankers is what they say it 
is,” Quarterman said. “FRA and PHMSA together are going out with our 
inspection teams looking at crude in these cars and measuring them and 
ensuring that the quality of the crude that is being carried is what the 
shipping papers say it is.” 
 
The review, officially called “Operation Classification” but tagged the 
“Bakken Blitz,” takes into account serious concerns generated by the 
explosion and derailment in Lac-Megantic, Quebec, July of a Montreal, 
Maine & Atlantic CBR train that killed at least 47 and caused extensive 
damage to the municipality. The review primarily involves shipments from 
the Bakken; its activities include unannounced spot inspections, data 
collection, and sampling, as well as verifying compliance with federal 
safety regulations. The activities are taking place at strategic terminal 
and transloading locations that service crude oil. 
 
Planning for the inspections started in March—well before Lac-Mégantic—
following FRA audits and PHMSA field observations that found 
inconsistencies with crude oil classification, the agencies said. 
 
The exact contents of the tank cars carrying crude is a major aspect of 
the Lac-Mégantic investigation. Bakken crudes tend to be lighter and 
thus more volatile than other grades. “The explosion in Lac-Mégantic was 
very unusual for crude,” FRA Administrator Joseph Szabo said. 
“Generally speaking, most grades of crude would not be that volatile. Our 
big concern at the moment is [verifying that] what is in a tank car is what 
people say is in a tank car, because there are certain requirements they 
have to meet if the flash point is different from what the regulations say. 
For example, they should have a safety and security plan if they are 
shipping something that is extremely volatile, which means they should 
be taking into account already some of the issues we’re talking about 
today, including securement.” 
 
Early this month the FRA issued an Emergency Order “to help prevent 
trains operating on main line tracks or sidings from moving 
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unintentionally,” specifically, those hauling certain types of hazardous 
materials, such as crude oil and ethanol. 
 
Read the entire article: 
http://www.railwayage.com/index.php/regulatory/us-regulators-reviewing-crude-by-
rail.html?channel=40&utm_source=WhatCounts+Publicaster+Edition&utm_medium=email&ut
m_campaign=RGN+8.30.13&utm_content=Full+Article 

 
Transportation Services Index Slipped A Bit In June 
 
The Transportation Services Index (TSI) in June totaled 114.9, down 0.2 
percent from May's count but up 1.7 percent from June 2012's level, 
according to the U.S. Department of Transportation's Bureau of 
Transportation Statistics (BTS). 
 
June's Freight TSI of 113.8 also declined 0.2 percent on a month-over-
month basis and climbed 1.8 percent on a year-over-year basis. The 

monthly drop in the measure of output from for-hire rail, trucking, inland 
waterway, pipelines and air freight firms primarily was caused by a decline 
in rail carloads and pipeline shipments, BTS officials said in a press 
release. 
 
"Coal and grain were the weakest commodities for rail carloads," they said. 
"Trucking, rail intermodal (which is a separate measure from rail carloads) 
and water were stable, while air freight grew." 
 
Despite the June decrease, the Freight TSI remained above its 2012 range 
for the sixth straight month, BTS officials said. 
 
June's Passenger TSI of 117.5 inched up 0.1 percent from May's level and 
rose 1.4 percent from June 2012's count. The index measures month-to-
month changes in travel services provided by for-hire intercity rail, local 
transit and airline companies. 
 
In the second quarter, the TSI ratcheted up 0.2 percent, Freight TSI dipped 
0.1 percent and Passenger TSI rose 1 percent compared with first-quarter 
levels. The Freight TSI posted its first quarterly decline since third-quarter 
2012, BTS officials said. 
 
Read the entire article: 
http://www.progressiverailroading.com/prdailynews/news.asp?id=37
276 

 

Mechanical Brief with Steve Christian  
 
The Single Car Test Device is used by railcar repair personnel to test the 
operations of a railcar’s air brakes by putting the car through several 
braking events that the railcar would encounter in operation in a train.  
There are standards that must be met throughout each step of the test to 
ensure that the air brakes are performing properly.  When there is a failure 
during a step in the test, remedial action is needed.  The majority of the 
Single Car Test Devices in use are still manual.  As such they are 
dependent on a human to operate the device accurately and take the 
proper remedial action to ensure proper air brake operation. 
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Well over 40 years ago, I performed my first Single Car Air Brake Test.  If 
memory serves me, they were called an IDT&S (In-Date Test & Stencil) at 
that time.  I had a quick run through of a test on a car with a Journeyman 
Carman.  When that test was done he handed me the Westinghouse Air 
Brake or New York Air Brake pamphlet that listed the steps of the test and 
I was in business.  Looking back, the training was poor, at best, and my 
test performance was probably about the same.  As time went on I became 
pretty proficient with the test and feel pretty good about how well I followed 
the test procedure.  That being said, there were always distractions-
interruptions in the shop that would take your mind away from what you 
were doing.  As the result, all phases of the test might not always be 100% 
by the book.  
  
The manual single car test device that I used all those years ago has had 
improvements made to it over the years.  The test has also been expanded 

and enhanced.  The training of personnel that do the testing has also been 
greatly improved.  The oversight of the testers and test devices has been 
much improved.  However, these devices are still dependent on a human to 
be accurate. 
 
While I was managing contract railcar shops, I had a ringside seat in 
watching the evolution of Automated Single Car Test Devices. Unit coal 
train operators were always anxious to find ways to increase the 
performance of their fleet and reduce costs.  Properly functioning air 
brakes will reduce costs associated with accelerated wear in many railcar 
components including wheels and brake shoes. 
 
The first Automated Single Car Test Devices were pretty bulky, somewhat 
complicated to operate and seemed prone to breakdown.  The more time 
went on, the better they became.  The latest versions of the devices are 
much smaller, easy to operate and faster.  They spot problems quickly and 
advise you what parts are defective and need attention.  They have taken 
the human factor out of the test and brought the level of accuracy and 
efficiency that only a computerized piece of equipment can provide.  If you 
have the 4 port receiver on your cars, the Automated Single Air Brake 
Device can hook up directly to this receiver and speed up the test 
considerably.  It also allows for more in-depth testing of your air brakes. 
 
The AAR allows a small premium for automated versus manual testing air 
brake testing.  According to the July AAR Price Matrices, the extra cost is 
about $13.  In my opinion, this is money well spent.  If a contract shop 
offers you the option of a manual or automatic test, I would always take 

the automated. 
 
As always, Tealinc stands ready to 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. 
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The Association of American Railroads (AAR) reported on August 8, 2013 
that total U.S. rail traffic was mixed for July 2013, with intermodal setting 
a new July record for average weekly volume and carload volume 
decreasing slightly overall compared with July 2012. 
  
Intermodal traffic in July totaled 1,218,625 containers and trailers, up 2.5 
percent (29,328 units) compared with July 2012. The weekly average of 
243,725 units in July 2013 was the highest for any July in history.  
Carloads originated in July totaled 1,384,742, down 0.5 percent (7,532 
carloads) compared with the same month last year.   
  
Thirteen of the 20 commodity categories tracked by the AAR each month 
saw year-over-year carload increases in July 2013 over the same month 
last year. Commodities with the biggest carload increases in July included 
petroleum and petroleum products, up 24.9 percent or 13,089 carloads; 
crushed stone, gravel and sand, up 11.7 percent or 11,004 carloads; iron 
and steel scrap, up 19.4 percent or 3,307 carloads; stone, clay, and glass 
products, up 7.9 percent or 3,091 carloads; and steel and other primary 
metal products, up 4.7 percent or 2,337 carloads. 
  
Commodity categories with carload declines last month included coal, 
down 4.1 percent or 24,072 carloads from July 2012; and grain, down 9.5 
percent or 8,433 carloads.  
  
Excluding coal and grain, total U.S. carloads were up 3.5 percent, or 
24,973 carloads, in July 2013 compared with July 2012. 
  
“Historically, coal and grain together typically account for around 50 
percent of tonnage and around 30 percent of revenue for major U.S. 
railroads, so their importance to railroads is hard to overstate,” said AAR 
Senior Vice President John T. Gray.  “That said, coal and grain traffic is 
down for reasons that have little or nothing to do with the state of the 
economy.  The remaining rail traffic segments are mixed, reflecting an 
economy that’s moving in the right direction but not firing on all cylinders.” 
  
Visit the AAR at: 
https://www.aar.org/newsandevents/Freight-Rail-Traffic/Pages/2013-
08-08-railtraffic.aspx 
 

Industrial Inside  

 
U.S. oil reserves posted their biggest gain ever in 2011, largely thanks to 
the controversial hydraulic fracturing production technique, according to a 
new report. 
 
The country had 29 billion barrels of "proved reserves" in 2011; a 15% 
increase from the 25 billion barrels in 2010, the Energy Information 
Administration said August 1, 2013. 
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It was the third year in a row that the United States posted such an 
increase, and it's the highest amount of this oil the country has had since 
1985.  
 
Not surprisingly, much of the increase comes in states seeing a boom in oil 
drilling and production. Texas, with Eagle Ford and other shales, posted 
the largest increase. North Dakota was second with its Bakken Shale. 
Other areas showing large increases include much of the Rocky 
Mountains, the Appalachian states that lie atop the Marcellus Shale, 
California and the Gulf of Mexico.  
 
The growth in oil reserves comes after years of stagnant or declining 
numbers. Hydraulic fracturing, or fracking, is largely responsible, as are 
advances that allow drilling great distances horizontally underground.  
 
Fracking uses water, sand and chemicals to crack shale rock deep beneath 
the surface, releasing oil and gas that was previously inaccessible. It's 
unleashed an energy boom in this country, but also led to fears that it is 
contaminating the ground water, among other concerns.  
 
Reserves of natural gas also increased, especially in Pennsylvania and 
Texas. 
 
Proved reserves are volumes of oil or gas that are almost certain to be 

economically recoverable at current prices using current technology. It's 
the number the Securities and Exchange Commission allows oil companies 
to book as assets on their balance sheet.  
 
It's far different from other estimates that are sometimes quoted, such as 
"resources in place." Those estimates describe what might be possible if 
money were no object and the necessary technology existed to get at the 
oil. Those estimates sometimes show the United States and Canada 
holding more oil than countries like Saudi Arabia.  
 
Using proved reserves as a benchmark, the United States, with its 29 
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billion barrels, ranks twelfth in the world. Venezuela (298 billion barrels), 
Saudi Arabia (268 billion), Canada (173 billion), Iran (155 billion) and Iraq 
(141 billion) make up the top five, according to data from the Oil and Gas 
Journal.  
 
EIA is reporting 2011 numbers due to budget cuts, which caused it to fall 
behind in its calculations 
 
Read the entire article at:  
http://money.cnn.com/2013/08/01/news/economy/oil-
reserves/index.html 

Financial Focus 
 
Emerging markets are stuck between a rock and a hard place. 
 

Policymakers are working to halt the rapid depreciation of their currencies 
by raising interest rates and tightening monetary policy. But that may risk 
slower economic growth in the years ahead and threaten to drag down the 
global economic recovery.  
 
August 30, 2013, Indonesia's central bankers held an emergency meeting 
where they hiked interest rates to stop the sharp fall in the rupiah versus 
the U.S. dollar.  
 
Central bankers in Brazil and India are also moving to prop up their 
currencies, with Brazil launching a surprise $60 billion program during 
the last week in August to halt the slide in the real.  
 
These emerging market policymakers have been forced to react to 
anticipated changes by the Federal Reserve, which may begin cutting back 
on its bond buying program as soon as September. Foreign money has 
drained out of emerging markets and moved back to the United States as 
investors prepare for an eventual tapering of the Fed's quantitative easing.  
 
The fall in emerging market currencies is especially worrying for countries 
that rely heavily on imported goods. In countries that import food and oil -- 
often priced in U.S. dollars -- basic necessities will become more expensive 
for the average person.  
 
There are also fears that borrowers in these countries may not be able to 
pay back their dollar-denominated loans. Should they default en masse, 
their domestic banks could suffer. Some of the weaker ones could even fail.  
 
These bleak scenarios are increasingly on the minds of economists and 
investors, who worry that emerging market economies will be plagued by 
inflation, high borrowing costs and much slower growth while the U.S. 
stages an economic recovery.  
 
But other experts say that issues in emerging markets shouldn't 
destabilize the entire global economy.  
 
"So far it just seems to be an emerging market problem," said Gareth 
Leather, an economist at Capital Economics in London. "I think the impact 
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on the global economy will be small. But financial markets work in strange 
ways and there can always be some strange knock-on effects and 
contagion as we saw with the Asian crisis in 1997 and 1998."  
 
The economics team at Berenberg also said that contagion can't be ruled 
out, writing in a research note that "there is a real risk of a serious chain 
reaction" across several big emerging markets. But the economists also 
said that such a scenario is "unlikely."  
 
"We take some comfort in the fact that most emerging markets look 
healthier and more mature than five or 10 years ago," wrote the Berenberg 
economists. "For the world economy, the good news from the U.S. far 
outweighs the collateral damage." 
 
And where does China fall in all of this? The Berenberg economists think 
China should be okay.  

 
"China is not at risk. It accounts for almost 40% of emerging-market GDP 
and can use all levers of policy to stay above the fray. Inflation is low, 
foreign exchange reserves are high and it is not dependent on hot money 
inflows," said Berenberg. 
 
Learn more at: 
http://money.cnn.com/2013/08/30/news/economy/emerging-
markets-growth/index.html?iid=HP_LN  

The Edge 
 
It’s interesting to read the Association of American Railroads (“AAR”) report in this issue.  As 
stated by John Gray, AAR Senior VP, coal and grain account for over 50% of the carloads and 
30% of the revenue of railroads.  The coal market continues to be plagued by the “war on coal” 
albeit liberal politicians claim otherwise coupled by a fierce competitive bent from natural gas 
and fuel switching at power plants that have gas as an option.  We’re beginning to also see some 
fuel switching at industrial manufacturing facilities that traditionally burn coal to generate 
electricity.  The loss of rail coal volumes requires reshuffling resources and assets for major coal 
hauling railroads. 
 
On the grain side we continue to find supplies falling short of year over year numbers as reported 
by the US Department of Agriculture.  Consider that corn is roughly 9 million metric tons behind 
June carry in positions when comparing on and off farm stocks to the same time frame of 2012.  
The significance is that corn is the largest grain commodity produced with June 1, 2013 stocks 
roughly at 70,214,320 metric tons with a distant second being all wheat (winter, spring, white; 
excluding durum) at 19,550,010 with soybeans at 11,825,370.  This tells us a lot about the 
covered hopper market and rail grain transportation.  Most corn is grown closer to consumption 
points where eastern and Midwest railroads capture the lions’ share of transport with the 
exception of when exports are running high then western railroads capitalize on their franchises.  
June 1 wheat stocks were slightly down from 2012 year over year but not significantly so western 
railroads have some opportunity to transport wheat to consumers, feeders, and export markets. 
 
The implications to a non-coal or grain shipper seem positive.  One would expect that railroad 
resources, e.g. locomotives, equipment, human resources would be waiting on the sidelines ready 
to provide exemplary service – wrong!  Railroads have learned to manage variable assets through 
short term leases, furloughs, and return of private equipment.  This means that ramping down to 
a level that matches low commodity movement points and ramping up require more reaction time 
than one may be accustomed to.  With the general economy making slight upticks in select areas 



we’re beginning to see more railroad service issues arise simply because the railroads must react 
cautiously or risk having costs spiral out of control.  If you’re planning volume increases or 
seeing increases in seasonal business, let the railroad know as soon as possible so they can also 
plan to handle your business.  Don’t just communicate with your marketing or sales 
representatives but also communicate with operations personnel as well. 
 
May all your empties arrive on time and your loads be expeditiously handled! 

 
We look forward to earning your business! 


