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The Honorable 
United States 

UNITED STATES GENERAL ACCOUNTING OFFIQE 
WASHINGTON, D.C. 20548 

\ 

October 15, 1982 
.a 

Dear Senator Sarbanes: 119979 

Subject: Amtrak Charges for Maryland Department of 
Transportation Commuter Train Use of the 
Washington Union Station (GAO/RCED-83-35) 

In your July 16, 1982, letter, you asked us to analyze the 
charges the National Railroad Passenger Corporation (Amtrak) is 
assessing for the use of the Washington Union Station terminal 
by Maryland Department of Transportation (MDOT) commuter trains. 
You asked for this analysis in view of a recent Interstate 
Commerce Commission (ICC) Decision Ex Parte No. 417 (Sub. 11, 
January 22, 1982, on Costing Methodologies for Northeast Cor- 
ridor Commuter Services. You expressed concern that Amtrak may 
be charging costs to MDOT under the fully allocated A/ cost 
principle instead of avoidable costs 2/ as ICC has required of 
Amtrak for other commuter facilities on the Northeast Corridor. 
You also asked us to analyze the costs Amtrak assesses MDOT for 
using the terminal to determine whether the costs are too high 
in light of ICC's ruling. 

We briefed your staff on September 10, 1982. We reported 
that ICC Decision Ex Parte No. 417 (Sub. 1) provides that costs 
for Northeast Corridor use by commuter trains are to be allocated 
on an avoidable cost basis, instead of on a fully allocated cost 
basis. The Director of ICC's Rail Service Planning Office told 
us that ICC's decision applies to the allocation of Union Station 
costs between Amtrak and MDOT commuter trains and that Union 
Station is considered part of the Northeast Corridor. 

i/A principle of cost allocation that assumes that all costs in- 
curred in operating the terminal are to be considered, and that 
reimbursement to Amtrak for commuter train use of the terminal 
should be based on a percentage of actual use of the terminal 
by Amtrak and the commuter trains. 

2/A principle of cost allocation that requires that only the 
additional costs incurred by Amtrak to accommodate the commuter 
trains are to be reimbursed to Amtrak. 
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We also reported that Amtrak, through its wholly owned sub- 
sidiary, the Washington Terminal Company (WTC), which operates 
Washington Union Station terminal, has been assessing MDOT com- 
muter trains using a fully allocated cost basis--Amtrak contends 
that WTC is not subject to ICC decisions--and that such costs 
would logically be higher than those calculated on an avoidable 
cost basis. The actual differences in these charges cannot be 
readily determined without (1) extensive analysis of station 
operations and costs, which your staff agreed would not be neces- 
sary for us to complete, and (2) negotiations between the parties 
to the dispute. Finally, we found also that other State commuter 
operations using the Northeast Corridor facilities are being 
assessed on the basis of avoidable costs. 

ICC Rail Service Planning officials told us that we should 
not consider ICC's views final since our Office is not a party to 
the dispute. They stated that either MDOT, the operators of the 
commuter trains, or Amtrak-WTC would have to officially petition 
ICC to obtain a declaratory ruling on these issues. 

OBJECTIVES, SCOPE, AND METHODOLOGY 

Our overall objective in this review was to analyze the 
charges Amtrak assessed MDOT commuter trains for using the 
Washington Union Station terminal. We wanted to determine 

--if ICC Opinion Ex Parte No. 417 (Sub. l), which prescribes 
the manner in which Amtrak is to allocate Northeast Cor- 
ridor costs to commuter trains, is equally binding on WTC 
in its operation of the station and 

--whether station costs were allocated to MDOT on a fully 
allocated or an avoidable cost basis, Amtrak being con- 
sidered the dominant user of the station. 

We met with Amtrak, WTC, and ICC officials to discuss Union 
Station operations and Northeast Corridor cost allocations. We 
obtained and reviewed MDOT documentation on costs and data on 
commuter train operations. We questioned ICC on the scope and 
application of ICC Decision Ex Parte 417 (Sub. 1) and the deci- 
sion's effect on Amtrak-WTC operations. 

We reviewed applicable legislation and related ICC opinions 
to determine the validity of Amtrak's and WTC's position regarding 
how Union Station costs are to be allocated between regular Amtrak 
trains and MDOT commuter trains. 

Our review was performed in accordance with generally ac- 
cepted government audit standards. 
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EX PARTE DECISION NO. 417 (SUB. 1) AND HOW IT 
AFFECTS NORTHEAST CORRIDOR COSTS REIMBURSEMENT 

ICC's decision was issued in accordance with section 1163 
of the Northeast Rail Service Act of 1981 (Rail Act) which 
required that ICC 

II * * *determine an appropriate costing method- 
ology for compensation to Amtrak for the right- 
of-way related costs for the operation of commuter 
rail passenger service over the Northeast Corridor 
and other properties owned by Amtrak* * *." 

The decision-- an interim decision that will be finalized at 
a later date-- prescribed the avoidable cost methodology. 

In a September 3, 1982, letter, ICC's Director, Rail Service 
Planning Office, informed us that Amtrak was to be compensated by 
the various commuter rail passenger services for using the North- 
east Corridor properties-- ICC intended that Union Station was to 
be considered part of the corridor--on an avoidable cost basis 
rather than on a fully allocated cost basis. Furthermore, for the 
purpose of allocating Northeast Corridor costs, ICC also stated 
that Amtrak was to be considered the dominant user of such prop- 
erties while other users of the corridor were to be considered 
minority users in calculating the avoidable costs that other users 
would pay. 

The Rail Service Planning Director also informed us that the 
basic question of applying the decision to WTC operations appears 
to be clearly answered by the statutory language of section 1163. 
The act states that a costing methodology is to be developed for 
services provided over properties owned by Amtrak in the Northeast 
Corridor. It was also pointed out that nothing in the statute 
suggests that the way in which Amtrak owns WTC controls whether or 
not ICC decisions should apply to WTC. It was noted that Amtrak 
owns all of WTC's voting stock, controls WTC's Board of Directors, 
and uses its employees in all top WTC management positions, thus 
it would be difficult to argue that Amtrak does not own any prop- 
erty which is, in fact, owned by WTC. Accordingly, ICC stated 
that the Ex Parte Decision No. 417 (Sub. 1) applies to the com- 
pensation paid for using WTC's properties. Nonetheless, the Rail 
Service Planning Director has noted that the prescribed procedures 
are interim and may in fact be modified by any final decision it 
may issue. 
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ICC noted that our Office was not a party to the dispute 
between MDOT and Amtrak-WTC. Therefore, ICC has suggested that 
any of the parties involved desiring a determinitive resolution 
of these issues may obtain one by petitioning ICC for a declara- 
tory order on the subject. In such a proceeding, the views of 
all parties would be presented and considered by ICC. Finally, 
ICC Rail Service Planning Office officials noted that the Rail 
Act provides that ICC decisions do not preclude Amtrak and other 
Northeast Corridor users from settling such disputes among them- 
selves, independent of its rulings. 

MDOT COMMUTER TRAIN COST ALLOCATIONS 

MDOT has no direct operating relationship with Amtrak or WTC. 
Its commuter trains are currently operated under agreements with 
the Baltimore and Ohio Railroad (B.& 0.) and the Consolidated 
Rail Corporation (Conrail). WTC, the Amtrak subsidiary which 
operates Union Station, bills both railroads which in turn are 
reimbursed by MDOT. 

On June 1, 1981, WTC and B.& 0. entered into an agreement 
whereby B.& 0. would continue to use the terminal on a fully 
allocated cost basis. Charges under this agreement amounted to 
$61 per train unit. Conrail has a separate agreement with Amtrak 
for using the terminal also on a fully allocated cost basis. 
Charges for Conrail commuter train movements average about $68 
per train unit. The differences in the amounts per train unit 
result from different methods of calculating costs and units of 
train movement that had been separately negotiated with WTC. 
These charges are over and above actual time and material charges 
for services WTC performed on individual cars, such as repair 
work, car cleaning, and inspection. 

WTC billed B.& 0. and Conrail for terminal services provided 
in June 1982, for which MDOT reimbursement was required, as fol- 
lows. 

Operator 
Train Unit 
units coat 

Repair, cleaning, 
Total and inspection costs . 

B.t 0. 
Conrail 

1,410 @$61.00 $86,010.00 $57,172.09 
347 G68.16 23,651.98 9,782.73 

WTC has informed us that the June charges are fairly repre- 
sentative of average monthly billings for B.& 0. and Conrail 
(MDOT) commuter train services provided at Union Station by WTC. 
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WE's Controller told us that to compare the allocation of 
costs for terminal operation6 on a fully allocated as compared to 
an avoidable cost ba6i6 would involve extensive analyses of 
station operation8 and the coats incurred. Your staff agreed it 
would not be necessary for us to compute such costs. 

Conrail ha6 been legislatively mandated to discontinue 
operating commuter train6 a6 of January 1, 1983. MDOT is cur- 
rently negotiating an agreement whereby Amtrak would operate MDOT 
commuter trains. WTC stated that these negotiation8 involve the 
same detailed analyses of station operation6 and costs about which 
you have expressed concern. 

~ CONCLUSIONS 

Amtrak officials have informed us that various commuter train 
users of the Northeast Corridor are being assessed coats on an 
avoidable cost ba6i6, as provided by ICC Decision Rx Parte 417 
(Sub. 1). ICC Rail Service Planning Office officials told us that 
it was ICC's intent that the decision would equally apply to the 
allocation of Amtrak-WTC costs of operating the Washington Union 
Station terminal. Costs for the use of the terminal by MDOT com- 
muter trains, however, are being assessed by Amtrak-WTC on a fully 
allocable cost basis and would be higher than if assessed on an 
avoidable cost basis. The actual difference in amount cannot be 
readily determined without extensive cost analysis and negotiation 
between the parties involved. 

Resolution of the matters in dispute in this case can be 
obtained by any one of the parties to the dispute seeking a de- 
claratory ruling from ICC. With or without such a ruling, how- 
ever, the parties involved could independently resolve these mat- 
ters by negotiating an agreement which would allocate cogits for 
operating the station on any mutually agreeable basis. 

At your request, we did not take the additional time to 
obtain agency comments, but the matter8 covered in this report 
were discussed with Amtrak-WTC, MDOT, and ICC officials. Their 
comment8 are included in the report where appropriate. 

A8 arranged with your office, unless you publicly an- 
nounce its contents earlier, we plan no further distribution 
of the report until 15 days from the date of this report. 
At that time we will aend copies to cognizant congressional 
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coImitteaa : the President of Amtrak; the Secretary of Transporta- 
tion: the Chairman of ICC: and the Director, Office of Management 
and Budget. Copies will alao be made available to others on 
requert. 

Sincerely yo 

“,“? ‘*. 

‘A,: : .*::’ 




