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MINUTES

HOUSE INTERIM COMMITTEE ON PUBLIC TRANSPORTATION
SENATE INTERIM COMMITTEE ON TRANSPORTATION, TECHNOLOGY &

LEGISLATIVE AFFAIRS

MEETING JOINTLY
Thursday, November 15, 2007
1:30 p.m.

Room 151, State Capitol

Little Rock, Arkansas
The House Interim Committee on Public Transportation and the Senate Interim Committee on Transportation, Technology and Legislative Affairs met jointly on Thursday, November 15, 2007, at 1:30 p.m., in Room 151, State Capitol, Little Rock, Arkansas.  
House Transportation Committee members in attendance:  Representatives Robbie Wills, Chairman; Frank Glidewell, Vice Chairman; Larry Cowling, Monty Davenport, Otis Davis, Lenville Evans, Jim House, Johnny Hoyt, Donna Hutchinson, Barry Hyde, Ray Kidd, Bryan King, Gene Shelby, Randy Stewart and David Wyatt
Senate Transportation, Technology and Legislative Affairs members in attendance:  Senators Henry "Hank" Wilkins, IV, Chairman; Kim Hendren and Jerry Taylor
Also attending:  Representatives Jerry Brown, Curren Everett and Eddie Hawkins
Representative Wills called the meeting to order.  
MINUTES ( OCTOBER 9, 2007  (Exhibit C)
The motion by Representative Glidewell to approve the minutes was adopted.
UNION PACIFIC RAILROAD COMPANY ACTIVITIES IN ARKANSAS  (Attachment  #1)
Mr. Joe Adams, Vice President, Southern Region, Union Pacific (UP) Railroad, was recognized and gave a power point presentation noting a 2/3 decrease in the current railroad system.  The intermodal system currently produces more revenue.  A single train can move 275 boxes, removing 275 loads off the highways.  UP established a major intermodal facility in Marion, which has been expanded to a $100 million investment.  Commodities important to Arkansas and transported by rail are coal, farm products, autos, food, lumber, steel, pulp and paper, stone, and non-metallic minerals.  
U.S. freight railroad is a privately owned system.  The railroad that owns the track operates over it.  However, due to mergers, in order to maintain competition, the Surface Transportation Board (STB) has granted extensive trackage rights to some railroads to run over other railroad company tracks.  The private railroad industry is a freight industry but does provide extensive trackage rights to Amtrak.  

Historically, UP asks for very little government funding; however, there is a recognition of the importance of public/private partnerships in areas with heavy congestion such as Houston, Southern California, etc.  Consideration is given to funding projects where the private sector (railroad) would contribute funding for private benefits and the government would fund the public benefits.  
Railroads are regulated by STB, which considers two major elements:  maximum rate regulations and mergers.  STB looks at economic issues such as cost of capital and revenue adequacy.  STB has been reviewing the issue of fuel surcharges which the railroads have added to existing tariffs or existing contracts where the rates rise or fall, depending on the price of diesel fuel.  STB is streamlining some of the non-coal rate cases to respond to shipper concerns that legal fees and filing are too high.  These changes reflect that railroads are on a more sound financial footing.
Recently there has been a significant growth in rail traffic.  Railroads have moved from an industry shedding business to an enterprise that is beginning to feel the problems of congestion.  Rather than abandoning lines, they are having to add capacity by double tracking and looking at other options.  With the passage of the Staggers Rail Act of 1980, the rail industry has seen unprecedented productivity gains, improved safety, an infusion of advanced technology, growth of non-class 1 carriers, and closer financial sustainability.  A variety of forces, including fuel prices and congestion, are pushing freight to railroads.  Railroads are three times more efficient on a ton-mile basis than truck transportation.  They emit only 1/6 of the pollution on a ton-mile basis as truck transportation.  
A Capacity Investment Study estimates that meeting the U.S. Department of Transportation's projected 88% increase in demand for rail freight transportation by 2035 will require an investment of $148 billion over the next 28 years.  Class 1 railroad's share is projected to be $135 billion, with $13 billion projected for shortline and regional freight railroads.  Railroads are meeting this challenge by more aggressive hiring (UP has hired 5,000 people in the last five years), equipment and infrastructure investment, alliances with other railroads, working with customers on issues and investment in new technology.
Railroads are highly capital intensive; for each dollar of revenue collected, $.18 goes back into capital investment.  This does not include operating cost.  Massive investments increase capacity and capability.  Class 1 railroads are spending approximately $200,000 per mile on infrastructure and equipment.  UP's capital budget for 2007 is $3.2 billion, the highest ever.  
Mr. Drew Tessier, Director of Public Affairs, Arkansas and Louisiana, UP Railroad, was recognized and continued the power point presentation noting Arkansas's importance to UP.  Raising the profile of UP in Arkansas is a priority of UP President, Jim Young.  Railroads provide the safest and most economical transportation system and is the backbone of Arkansas's economy.  Trains are three times more fuel efficient than trucks.  One gallon of diesel can move one ton 423 miles.  Millions of tons of raw materials are moved in and out of Arkansas daily.  Arkansas has three Class 1 railroads, 16 local railroads, one regional railroad, and five switching and terminal railroads.  Shortline railroads are very important to Arkansas and a good partner with the Class 1 railroads.  The Memphis corridor is one of four gateways and is very important to economic development for Arkansas and the surrounding states.  This corridor is becoming more important to UP and other railroads as capacity starts shutting up the other corridors.
Railroads support Arkansas businesses -- food processing, forest products, poultry industries, soybeans, cotton, rice, bauxite, manganese, glass, and western coal used by power plants.  In 2005, material and products originating in Arkansas totaled 24.1 million tons with 28.7million tons terminating in Arkansas.
Railroad investment in Arkansas includes UP's $40 million Downing B. Jenks locomotive repair shop and second largest freight car classification yard in North Little Rock; and the $70 million, 600-acre state of the art intermodal facility at Marion.  UP's capital spending totaled $450.2 million for the last five years.
Railroad investment in Arkansans total 4,103 employees and 9,344 retirement beneficiaries.  Railroad employee wages total $264 million with an average compensation of  $88,800.  In the rail industry, you can graduate from high school, earn over $90,000/year, and retire after 30 years with defined benefits.
In response to a question from Representative Davis concerning railroad issues in Marion, Mr. Adams stated they will set a meeting in Marion to discuss these issues and will notify Representative Davis of the date and time of the meeting.
With no further business, the meeting adjourned at 1:30 p.m.
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