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TOM DOWNS

Chairman, President
and CEO

This year was a
chance to look back
at a quarter century

of providing millions
of Americans with
transportation to their
jobs, homes and

vacation destinations.

On May 1, 1996, a resounding blast of train horns rang out across the country as
Amtrak® celebrated its 25th anniversary with a salute to our hard-working employees. It
was a chance to look back at a quarter century of providing millions of Americans with
transportation to their jobs, homes and vacation destinations. It was also an opportunity
to take stock in the many accomplishments Amerak has made on its road to becoming a

revitalized company, efficient and free of federal operating support by the year 2002.

Amtrak made dramatic changes in 1995, and although 1996 performance did not
achieve all planned goals, we did not lose ground. Two years of belt-tightening,
teamwork and innovative planning, under the guidance of Amtrak’s Management Team
and the Board of Directors, have improved Amtrak’s bottom-line. The company now
has a decentralized corporate structure that is more competitive and customer-focused,
and has realized a bottom-line improvement of more than $300 million on an annual-

ized basis.

Although the three corporate objectives of 1996 — meet 100 percent of financial targer,
increase employee satisfaction by 15 percent and increase customer satisfaction by 15
percent — were not fully realized, Amtrak has improved customer and employee satis-
faction and maintained the financial improvements of 1995. At the same time the cor-
poration conquered the blizzard of "96, survived record flooding in the West, and

overcame a malicious sabotaged derailment of one of our trains.

The ground work has been laid for a revitalized Amtrak that is heading into the 21st
century as a viable and customer-driven company. The process of securing a financially,
commercially and politically viable future for Amtrak is by no means over. Huge capital
needs remain unmet, and Congress has reduced federal support faster than the phase-
out anticipated. However, because of the actions taken in FY96, Amtrak has laid an
excellent foundation to address those challenges. By combining expense reductions with
service improvements, Amtrak has improved its value to our customers and established a

firm foundation for continuing improvement.

As we continue into 1997, Amtrak proudly makes chis pledge: We will operate a
superior rail service thmughout the country that is safe, on time, techno]ogically

advanced and attractive to customers.

Sincerely,

Thomas M. Downs
Chairman, President and Chief Executive Officer
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OARD OF DIRECTORS
AND MANAGEMENT
COMMITTEE

The Board of Directors (from left to right): Thomas Carper, Amy Rosen,
Mortimer Downey, Don Pease, Jolene Molitaris, Celeste Pinto McLain, Daniel Collins,

Sylvia de Leon, Roy Neel, Thomas Downs

The Management Committee (from left to right): Gilbert O. (Gil) Mallery,

Sybil M. Williams, Joseph M. Bress, Daniela R. Winkler, Thomas J. (Tim) Gillespie, .,
Mark S. Cane, Thomas M. Downs, Ann Linnertz, Robert C. (Bob) VanderClurte,
Ronald J. (Ron) Hartman, Richard P. (Rick) Donnelly, Alfred S. (Al) Aleschul,

Anne W. Hoey, George D. Warrington



After two years of restructuring and belt-tightening, a revitalized
Amrtrak rolled up its sleeves in 1996 to finish the exhilarating,
exhausting business of building a new customer-focused company

ready to lead America into the next century.

Record-breaking snowstorms in the Northeast early in the year
reminded America of the importance of reliable passenger rail
service. While snow-packed highways and airports came to a stand-
still, Amtrak riders reached their destinations in warmth and
comfort. For nearly two days, Amtrak was the only transportation

mode moving in the Northeast.

Throughout the year, Amtrak took on challenge after challenge — some
from nature, others from the complexities of managing an increasing-
ly entrepreneurial company on the road to operating self-sufficiency.

United by a clear set of corporate values — commitment to customers,

employees, safety, integrity and a passion for trains —

Amtrak continued to improve its customer service, employee
relations, product lines, safety programs and business-like

practices. This report details the encouraging results.
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“We have two answers

to any customer
request ;lb()zll'd the
Coasy Srarlighe,” says

Matt Cahoon, the

train’s lead service
attendant.
‘Yes’

and ‘No’ problem.”

“Yes

and

no; that’s we can,

 Additional excitement came with the news

A spirit of excitement infused Amtrak in
1996 as new, state-of-the-art train
equipment, refurbished coaches and
spruced-up stations began to create a

better environment from which to serve

customers.

Recognition by The Knowledge
Exchange confirmed the value of the
customer service innovations Amtrak
employees implemenred in 1996 —
improvements in train decor and

comfort, regional menus, in-station

signing, on-board announcements,

that Amtrak had been voted the American

transportation company with the most
improved customer service. This recogni-
tion came from The Knowledge
Exchange, a Los Angeles-based business
publishing company that regularly
conducts national surveys of top U.S.
business managers to allow them to

rate other businesses. The executives
were asked to identify companies that
are the most customer-sensitive and
those that have seen the greatest improve-

ment in customer service,

Communication Service

General Merchandise

Retail (home/ hardware)
Financial Service

Transportation Service

Automotive

Professional Service

Delivery Service

MOST IMPROVED

ADT Security Systems

Airborne Express

et

NATIONAL RECOGNITION
OF AMTRAK’S IMPROVED
CUSTOMER SERVICE

This year, Amtrak was voted the American trans-

portation company with the most improved
customer service. This recognition came from The
Knowledge Exchange, a Los Angeles-based
business publishing company that regularly
conducts national surveys of top U.S. business
managers to allow them to rate other businesses.
The executives were asked to identify companies
that have seen the most improvement in

customer service and that are the most

consumer-sensitive.




CIISTOMER SATISEACTION INDEX

In order to be sure that its efforts are right on track, Amtrak has been conducting
bi-monthly surveys to measure customer satisfaction with 13 aspects of service,
ranging from courtesy of personnel and seat comfort to baggage handling and food
quality. This year, Amtrak improved in two significant areas: “Information Given
Customers by Crew Members” and “Handling of Complaints.” Customer satisfac-
tion with on-time performance stayed virtually unchanged, while customer satisfac-

tion with bathroom odor regressed one index point.

The company hoped to improve its overall customer satisfaction rating by 15
percent, but in fact only saw a 1 percent rise in that rating. In addition to being

used as a device for general feedback, CSI results are used to help in the capital

budget planning process.

Customer Satisfaction Tracking System
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restroom cleanliness, and other service

featurcs important to our customers.

On-Board Service Magazine formally rec-
ognized Amtrak’s Coast Starlight in 1996
for the train’s renaissance and for innova-
tion in food service. Informal acknowl-
edgment came when the luxurious
American Orient Express sought advice
from the Coast Starlight team to improve

their on-board services.

“We have two answers to any customer
request aboard the Coast Starlight,” says
Matt Cahoon, the train’s lead service
attendant. “Yes and no; that’s ‘Yes’ we

can, and ‘No’ problem.”

ACCESSIBILITY
PROGRAMS: SMOOTHER
RIDES FOR DISABLED
PASSENGERS

Amtrak began a new employee training
program in 1996 to improve customer
service for passengers with disabilities.
Amtrak continued work on increasing
access for people with disabilidies in all
areas, from insta]ling lifts that assist pas-
sengers in wheelchairs onto trains to
employing special technology that allows
deaf passengers to make travel reserva-
tions by telephone. With proper docu-
mentation, passengers with disabilities
enjoy a 15 percent discount off the

lowest available train fare.

PRESIDENT’S AWARDS

and
THE 1996
BOARD OF DIRECTORS’
SAFETY AWARDS

(First row) Mitchell .Ba(cs_', sister JoAnn Bates, Helén o
Martinez, Marilyn Koob, Valerie Elliot, (second row)
Billy Parker, Pat Engle, Roger Bradshaw, Randy
Moses’ son Ray Moses, Keith Pinder, (third row)
Randall Gould, Griff Hubbard, Scott Hurd, Roland
Jones, Doug Manson, Richard Randolph. Not
pictured: Oliver Cone, Leonard Sachs and Mary Sue
McCarthy.

BOARD OF DIRECTORS’
SAFETY AWARDS

(First row) Di Anne Adams, Nancy Weese,
Ed Hanson, Brenda Helfrich, Judy Deutsch, (second
row) John Pascarella, Ed Alderman, Steve Richman,
Kelson McKinney, Emerild Hebert, Jr., Ray Vincent,
Martin Wasserstrom, (third row) Frank Rowe,
George Jones, Lester Kreisa, Scott Weddle,

Danny Valdes, Paul W. Beyfuss.
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Employees are the strength of Amtrak’s
product and will determine the

company’s future success.

It was firting, then, that on Amrerak’s
25th anniversary in 1996, the company
saluted 25 years of employee service. A
resounding blast of train horns across the
nation at noon on May 1, 1996, saluted
the engineers who safely operate trains,
the reservarion clerks who sell rickets,
the conductors who preside over trips,
the coach cleaners who are the first link
in a customer’s on-board experience, the
maintenance workers who keep trains
running safely, the station agents, the
Amurrak police force, the secretaries and
all other support staff and workers both

on and off the trains.

EMPLOYEE FORUMS
Communicating effectively with
employees is a challenge for any
company as large as Amtrak. That’s why
Amtrak began holding employee forums
in 1996 to help identify barriers that
prevent employees from doing their jobs
as well as they would like, and to involve
all levels of employees as part of the

planning process.

At seven employee forums held this
summer across the country, more than
600 agreement-covered and management
employees met to discuss communica-
tion and barriers facing the workforce.
Amtrak personnel from various crafts
and organizational units attended the

forums, where participants met in day-

We'd like to introduce

you to the real fuel hehind Amtrak...
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AMTRAK INK

The company’s new employee newspaper, distributed once a month to all Amtrak
employees and retirees, has become one of the most effective and reliable ways to
disseminate information throughout the company. Written and produced by
employees themselves, Amtrak Ink keeps the workforce informed about the
company’s financial status, customer satisfaction evaluations, safety training and
shared experiences that benefit everyone who works for the company. It also high-
lights personal stories of Amtrak’s workers and their advice for each other on deliv-

ering superior customer service.

Special inserts on employee forums, quarterly business reports and the strategic
business plan help keep employees up to date and prepared for their jobs.

long sessions. Following the forums, a delivery of technical, safety and regulato-
series of communication, hiring, training ry educational opportunities demonstrat-
and equipment initiatives were undertak- ing Amtrak’s commitment to quality and
en to address employee concerns. to ensuring a safe and healthy environ-

ment for both customers and employees.

BIGGER, BETTER Recognizing the critical role labor plays in
TRAINING the development of its workforce, in 1996
Amtrak employees in 1996 received Amtrak established a Labor/Management
more training in a more diverse area of Training Council. Through this partner-
subjects than ever before. The number of ship, the company achieved an increased
employees attending classes in 1996 understanding of the workforce educa-
doubled that of 1995. Classes were tional needs and was able to build devel-
designed to promote Amtrak’s corporate opment programs that will optimize
values; from increasing the level of Amtrak’s performance. Of particular
customer satisfaction to creating a bertter importance was the development and
environment in which employees could delivery of Business Education classes.
excel. In addition to these programs, Over 500 managers and labor leaders
continued emphasis was placed on the artended the program that teaches partici-

ACHIEVEMEN

THE 1996
PRESIDENT’S AWARDS

il Ellmtt, - :
Station Agent,
St. Petersburg, Fla.

When Amtrak had to vacate the
St. Petersburg, Fla., CSX-owned
station, Valerie Elliott spearhead-
ed the relocation, identifying
several sites
and recom-
mending that
the station
relocate to
Pinellas

Square Mall.




WORLD WIDE WEB
In August, 1996, Amtrak’s redesigned

web station appeared on the Internet.
The revamped site, still located ar
www.amtrak.com, offers numerous inter-
active features with exciting graphics and
navigational clements. The highlights of
the new site include a sophisticated trip
planner with information on trains,
schedules, accommodations, scenic high-
lights, vacation packages and more. In
the Amtrak News section, there is back-
ground information, the latest news and
press releases. There is even a train photo

gallery with images ready to download.

Coming carly in 1997, Amtrak will
include further website enhancements,
including on-line booking capabilities,
allowing users to check fares and avail-
ability, make reservations and purchase
tickets on-line. Finally, the promotions
section details special discount travel

bargains, Amtrak Vacations packages

Let Aratrak take you to over 500 exciting destinations -- right here on our new
Web site. Cruise our site to learn about our trains, routes, services, vacation
packages and other news. Create your own virtual adventure, then find out how
to make your trip a reality!

Amtrak News || Travel Planner |1 Schedules | | Reservations | | Promotions

Other Services | 1 Site Index

and Amtrak merchandise. The new
website lets users take virtual rail trips
with the help of Trakrouter, Amtrak’s
new point-and-click interactive
scheduler. Another image leads users to
an on-line travel planner with a clickable
national system map detailing Amtrak’s
routes and 650 destinarion oprtions.

Here, each train/product line has five
sections dedicated to its services, scenic
highlights, on-board amenities, accom-
modations and route map. To provide
even more speciﬁc train information,
links are available to other Amtrak
websites, such as www.amtrakwest.com,

as well as state partner locations.

The highlights

of Amtrak’s new
website include a
sophisticated trip
planner with
information on
trains, schedules,
accommodations,
scenic highlights,
vacation packages

and more.

pants how rto effectively analyze Amtrak’s
cost and revenue drivers to generate
greater value to customers and the
company. During the last year partici-
pants of Business Education generated
approximately $3 million in identifiable

annual benefits to the company.

CUSTOMER

DRIVEN QUALITY

Begun in the Spring of 1996, the
Customer Driven Quality Organization
(CDQ) was established to support the
Crossing 2002 initiatives by preparing
employees for business process changes
and relationship management skills.
CDQ served as quality expert on
Crossing 2002, helping to analyze over
300 business factors and subprocesses,

vielding 21 priority business processes

for improvement. Additionally, the
group developed a three level model to
assess and develop Amtrak’s 110 person
facilitators network. A developmenral
track was created for each level to teach
effective meeting facilitation, instruc-
tion and small team behavior and
process improvement facilitation and
business system improvement facilita-
tion. CDQ also developed modifica-
tions to the business process improve-
ment governance structure to ensure
holistic change management approaches
and leverage the competencies and
experience of the facilitators network. A
comprehensive customer service devel-
opment initiative was created by a part-
nership of CDQ and Human Resources

Development to teach customer service



PARTICIPATION IN LEADERSHIP CONFERENCES

Amtrak employees shared impressive stories of success with senior managers at

Amtrak’s Leadership Conferences this year, organized around the theme: “Engaging
Employees in the Challenges of FY96 and FY97.” The Leadership Conferences were
held in order to create a better shared understanding of the challenges facing the

company and to engage all employees in addressing those challenges.

delivery interpersonal skills and process

improvement skills.

G reeting .
U nderstandlng

E xpectations
S atisfaction

T hank You

GUEST TRAINING
Amtrak’s Coast Starlight began a
training program in 1996 that may well
become a model for the company. A
cross-functional team of Coast Starlight
on-board employees came together to
create and deliver the GUEST training
program to raise the service level on
board the train, consistently meer and
exceed customer expectations and

deliver “superior service.”

All employees are cross-trained to learn
and understand the challenges faced in
every aspect of the Coast Starlight team
to improve their on-board services and

customer satisfaction.

360° REVIEW

Amtrak Values Feedback is a process
designed to ensure that managers and
supervisors adequately promote Amtrak’s
values and behaviors. The process was
designed by a cross-functional group of
employees from all levels of the company.
By using the 360° process, a manager
receives feedback from supervisors, peers
and external stakeholders, as well as from
the people he or she supervises. Raters
answer questions related to how well the
manager supports and embodies Amtrak’s
key corporate values. Results of the eval-
uation are used to develop training and

improvement plans for the manager.

HERO’S PLAQUE

A memorial plaque was installed
late in 1996 in Washington, D.C.s,
Union Station honoring the 57
Amtrak employees who lost their
lives in the performance of their
duties since Ameral’s creation. In
addition to the 57 employees’
names, the marble tabler is
inscribed with these words: “To all
who gave their lives. In recognition
and tribute to Amtrak employees
who lost their lives in the perfor-

mance of their duties.”

THE 1996
PRESIDENT’S AWARDS

SUSTAINED EXCELLENCE

Oliver Cone,
General Foreman,
Washington, D.C.

Oliver Cone set wheel truing
standards that exceed those of
the Association of American
Railroads. He not only repaired
wheel truing machines at great
savings, he
improved the
D.C. wheel
truing shop
productivity
from 200
wheel pairs
per month to

500.




On airplanes, seats seem to be getting Other improvements include wider
smaller and leg room shorter. The upper berths, more in-room luggage
opposite is true on Amtrak. New rail cars storage, showers in bedrooms and a
with comfortable seats, more leg room, shower room for compartment passen-
and special amenities have begun replacing gers. Each Viewliner sleeping car can
the older cars in Amtrak’s equipment accommodate 30 revenue passengers, up
fleer. Here are some of the new products from the 22-passenger capacity of the
and equipment that are helping Amtrak Heritage sleeping cars Amtrak has used
compete in the transportation arena. since it began service in 1971.
A desrmarie d-:P;ll'tUl'(‘ VIEWLINERS SUPERLINERS 1I1I
) This year saw the debut of the first New bi-level cars with bigger windows for
from recent passenger single-level sleeping cars manufactured in sweeping views and compartments with
ain design, Viewliners the United States in 40 years. Fifty extra space were added to Amtrak’s Auro
sre roomier and bave : Amtrak-designed Viewliners were added Train and several western trains in 1996
- . to Midwest and East Coast trains, — 195 cars in all. In marked contrast to
an additional row of o . o
winning rave reviews from passengers airline passengers, Superliner II
windows to provide and employees alike. A dramatic customers relax in comfortable reclining
more natural light by departure from recent passenger train seats with plenty of leg room — including
day and Ecrerior ‘ design, the cars are roomier and have an folding leg rests to stretch out and nap.
) o additional row of windows to provide Private, first-class sleeping accommoda-
views for upper berth more natural light by day and exterior tions feature climate controls, garment
passengers at night. " views for upper berth passengers at night. racks, wall mirrors and electrical outlets.

V]EL]NERS EUROPEAN-STYLE

e

TECHNOLOGY

In May, Amtrak and the state of
Washington signed an agreement to
purchase three European-style pendular
Talgo trains for operation in the state-
supported Pacific Northwest Corridor
between Eugene, Ore., and Vancouver,
B.C. The custom-built trains were
purchased from Renfe-Talgo of America
and will be placed in operation in mid-
1998. The state of Washington
purchased two trains to operate on the
WSDOT-supported Seattle-Vancouver,
B.C., Mt. Baker International and the

10



TALGO

Seattle-Portland M. Adams. Amrurak
purchased one Talgo train to operate on
the Seattle-Eugene Cascadia.

A team of on-board, mechanical,
operating employees and Pacific
Northwest customers was assembled to
provide advice during the design phase
of the new trains to ensure maximum
customer sartisfaction with the new
equipment. The first manufacturing
stages of the new trains will be
completed in Spain, with a significant
percentage of production to be

completed in the state of Washington.

The trains consist of twelve, 44-f00[—10ng
units — one baggage car, two first-class
cars, six standard coaches, a bistro, a
dining car and a “power” car. The Talgo
pendular “tile” system allows greater
freedom of movement through curves
while maintaining passenger comfort. The
tilting technology will immediately reduce
running times in the Seattle-Portland and
Seattle-Vancouver, B.C., segments by 15
minutes each without track improvements

or increasing the maximum speed limit.

AMTRAK CALIFORNIA
DINING CARS

Amtrak California, the official partner-
ship between Amtrak and the California
Department of Transportation

(Caltrans), unveiled new, state-of-the-art,

dual-level dining cars on the state-
supported California routes (Capitols,

San Joaguins, San Diegans) this year.

The cars feature three distinctive dining
areas. On the upper level is a casually
elegant dining area offering seating for
up to 21 passengers. Wide aisles separate
tables creating a quiet and charming
private atmosphere. The other end of the
upper level provides a less formal cafe
area providing regional menu items and
beverages, as well as seating for up to 18
passengers. On the lower level, the car
includes a casual bistro that provides
access for persons with disabilities and

searing for up to 10 people.

Both levels are equipped with high-tech
food preparation galleys, including fresh
coffee grinders, espresso machines and
convection ovens. Caltrans is accepting
delivery of 14 cars, and has named each

car for a fertile California valley.

LOCOMOTIVES

Faced with an aging fleet of F40 locomo-
tives, Amtrak began replacing them with
modern P40 and P42 locomotives from
General Electric. This new generation of
fuel-efficient, highly reliable locomotives
has been so successful that Amtrak
purchased 98 new P42s in 1996,
Specifically designed for passenger service,

the P42s feature an additional one

. SUSTAINED EXCELLENCE

THE 1996
PRESIDENT’S AWARDS

Patricia Engle,
Manager, Section 3 Board:,
Philadelphia and
Washington, D.C.

Pat Engle is Amtrak’s first member
of the National Railroad
Adjustment
Board, and is
writer and
publisher of
the Labor
Relations
Update, which
she started in

1989.
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BETTER MENUS

In response to customer
comments, regional cuisine has
been added to many train menus.
Offerings include shrimp Creole
and bread pudding with bourbon
sauce on Amtrak’s New Otrleans-
bound Crescent, Ivar's Clam
Chowder and Seattle’s Best Coffee
on the Pacific Northwest Corridor
and White Castle Cheeseburgers
and Polish hot dogs on

Midwestern trains.

thousand horsepower, improved fuel effi-
ciency, lower emissions, increased crew
comtfort and crash resistance, larger fuel
capacity, microcomputer controls, diag-
nostics, fault tolerance, light weight and
low profile design. The P42 sets a new
standard for reliable high-speed passenger

equipment on North American railroads.

RENOVATED RAILWAY
STATIONS: CREATING
A BETTER FUTURE

A railway station is more than simply a
place where rail passengers rush to and
from trains. A flourishing, well-planned
railway station is one of the best invest-
ments a community can make to expand
its appeal, its travel services and its busi-
ness opportunities. A railway station is a
link to faraway places as well as a corri-
dor to a downtown office. It’s a doorway

to the best and most exciting aspects of

the community and an easy shopping
stop for daily commuters. Whether used
by tourists or local residents, well-
planned rail stacions have proven to be
fertile economic ground — where busi-

nesses prosper and travelers flock.

In cities throughout the country,
renovated railway stations have become
magnets for local business activity and
have created a strong sense of local pride
and inspiration in further planning for

cities, counties and towns.

And now, with Amrtrak’s lead and the
Great American Station Foundation,
many more stations of success will take

root and grow.

RESERVATIONS SYSTEM
This was a year of transition for
Reservation Sales in which a fundamental
reorganization of the work process was
implemented and the groundwaork laid

for major technology upgrades in FY97.

The Reservation Sales re-engineering
project was initiated to reduce operating
COSts, inCrCElSC SleﬂS revenue, and enhﬁ.nCC
customer satisfaction in the operation of
Amrtrak’s three Reservation Sales Call
Centers (RSCCs). Major objectives of
the project are to achieve a call-handling
rate of 95 percent of calls offered, a $9
million operating budget reduction in
FY98 and generate increased revenues
through reduction in lost calls and a

stronger sales focus.

Reservation Sales re-engineering is being
implemented in two distinct phases: in
FY96 the effort has focused on redesign-
ing human resources deployment and
work organization to raise pro-
ductivity and increase sales effec-
tiveness; in FY97, the latest in call

| center technology will be introduced to
achieve the cost-efficiency and maximize

performance Of l'ht‘ tOtEll system.



Significant improvements in key perfor-
mance categories occurred over the
course of the vear. Figures below reflect

tull year FY96 versus FY95 comparison:

SATELLITE
COMMUNICATIONS
By late 1997 all new Amtrak locomo-

tives will be equipped with a new

satellite communication system that will

Agent On-Phone Productivity help Amtrak improve safery by

Rose from 88.1 percent
to 90.1 for year

Calls Handled Per Agent Hour

Increased from 17.5 to
18.0 calls per hour
Cost Per Call Handled

Increased from $2.64 to $2.78 per

call
Calls Per Reservation Booked

Calls per reservation

dropped from 6.8 to 5.3
Sales Per Agent Hour

Sales per agent hour rose from

$478 to $645
Sales $ to Cost Ratio

Sales per expense dollar rose

$10.35 to $12.88

improving communication between

Amtrak trains and operation bases.

OmniTRACs, the new system, installed
by the Qualcom Corporation, will

provide consistent dara and voice com-

munication between the trains, customer
service centers, mechanical divisions,

dara cenrters and commissaries and will

give operation bases the ability to
pinpoint the exact location of trains
down to the street crossing.

OmniTRACS will replace two-way radio
communication and the unreliable

cellular telephone technology that has

been used in the past.

AMTRAK’S GREAT AMERICAN
S1ATION FOUNDATION THE

Recognizing the importance of grear rail stations to GREAT AMERICAN
STATION FOUNDATION

announced a plan to encourage and support the renovation and building of rail stations.

a strong transportation system, Amrrak, in 1996,

With $2 million dollars in initial funding from Amrrak, The Great American

Station Foundation will attract investments and matching funds from the privarte
sector and local, state and federal investments. The foundation will form financial
and technical partnerships with communities to help them rebuild and revive the

nation’s railway stations into prosperous centers for economic activity and stimulus.

By providing seed money and technical expertise, the foundation helps communities

turn their rail stations into thriving business centers in a variety of ways:
® Donating start-up money that can be used to attract matching local or federal funds;

® Supplying expert advise and instruction, through its Station Academy, in
the way of technical assistance, architectural design, intermodal planning and
engineering guidance;

® Providing help in cutting through governmental and bureaucratic red tape;
B Conveying best-case practices: and

® Helping plan and design a uniqﬁe and successful retail area.
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SUSTAINED EXCELLENCE

Scott Hurd,
Station Agent,
Portland, Ore.

Scott Hurd coordinates and
promotes many Amtrak special
events. He negotiated with
Northwestern Trailways to
transport
customers
from Portland
to Spokane
on days the
Empire
Builder did

not operate.
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Excellence in safety means providing the
safest possible transportation system for
Amtrak customers and employees. Safety

excellence is essential to Amtrak’s
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business and can be achieved only by
making safety an integral part of the

company’s daily activities.

Passenger rail remains one of the safest
ways to travel in the Unirted States, never-
theless, no accident or injury can be
minimized. Amtrak continues to improve
upon its already strict safety standards, by
working with the Federal Railroad
Administration to improve safety at
highway grade-crossings, where most
accidents take place. But there are many
more ways the company is working to

safeguard passengers and crews.

CORPORATE

SAFETY PLAN

Amtrak has implemented a corporate
safety plan that seeks to reduce customer
and employee injuries by 15 percent a
year over the next six years. The plan
formally integrates safety into all phases
of the Amtrak system, including design,
procurement, construction, modification
and rehabilitation, operation, mainte-

nance, and disposal.

System Safety applies to each of the

following:

B Amtrak employees, contract and
commuter operations, and contractors
working on Amtrak property or

equipment;

B Safety-related activities of each part of
Amtrak’s organization and operation
throughout its life cycle — from
system/equipment/facility design and
acquisition through operation, mainte-

nance, repair, and component disposal;



B Equipment, facilities, machinery
and/or structures used to maintain
and operate the rail system such as
rolling stock; wayside equipment;
track; communications and signals;
electric traction; facilities, stations and

other structures;

B Procedures, rules, work practices,

training and contracts.

EMERGENCY
PREPARATION
TRAINING

While major train emergencies are
extremely rare, Amtrak takes pride in
ensuring that in the event of such an
incident, passengers and employees will
receive the best possible care. Emergency
training, both for Amtrak crews and
outside agencies, takes place nearly every
week of the year around the country.
Two Amtrak training programs focus on

emergency preparedness:

1. EMERGENCY

SITUATIONS TRAINING

FOR TRAIN CREWS

Amrrak’s emergency training exceeds
FRA requirements when it comes to
crew safety training. Beginning this year,
Amtrak included CPR and first-aid
training as part of its general emergency
crew training classes, with a goal of
having at least one crew member per
train proficient in CPR and first-aid. In
addition to the CPR and first-aid
training, crews are taught a number of
emergency procedures and practices,
including how to operate emergency
windows and doors, the use of fire extin-
guishers, and dealing with passengers in

emergency situations.

2. PASSENGER TRAIN
EMERGENCY RESPONSE
TRAINING PROGRAM

Amtrak crew members are not the only
people essential in an emergency. It is
estimated that up to 15,000 indepen-
dent agencies around the country, such
as local fire departments, law enforce-
ment agencies, and emergency medical
personnel, are affected by Amrrak
emergency situations. That’s where
Amrrak’s Passenger Train Emergency
Response Training Program comes in.
Taking place in all states where Amrtrak
operates, about 50 classes are held each
year to provide outside emergency
responders with the knowledge necessary
to be most helpful in an Amtrak
emergency. Responders are provided
with an overview of railroad operation in
general and passenger train operation in
particular, including right-of way-safety
precautions, equipment familiarization,
passenger car construction, passenger
evacuation procedures, forcible entry,
locomotive propulsion systems and on-

board emergency equipment.

OPERATION RESPOND
Amtrak, Operation Respond and Texas
A&M University have joined forces to
offer the nation’s first hands-on
passenger train emergency response
course for fire/rescue, emergency medical
services and law enforcement personnel.
Texas A&M University has been
working with Amtrak and Operarion
Respond since August 1994 to develop

this innovative course.

The coutse gives Amtrak employees an
understanding of the roles of emergency
responders and fire/rescue incident com-
manders. Emergency responders gain skills
in railroad right-of-way safety and opera-
tions, search and rescue, passenger evacua-

tion and critical incident stress debriefing,
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VALOR

Roland Jones,
Train Attendant,
Los Angeles, Calif.

Roland Jones helped passengers
escape from the Sunset Limited,
which derailed Oct. 9, 1995 due
to sabotage,
and stayed
with them
until
cmergency
workers
arrived.




There are few berter
ways to enhance saferty
for both workers and

customers than

-

by getting employees

U

and managers talking
!Ug_"a'lllt‘l' to (_](.‘\«"igk‘ le“_l
implement solutions
tor Amtitak’s safety

problems.

Search and rescue training enables Amtrak employees like Gary Telfer (above)
to practice entering emergency windows and extracting passengers.

The course is held in College Station,
Texas, at the Texas Engineering Extension
Service (TEEX), which trains 22,000
emergency responders annually in a
variety of skills. Six slots in each class are

reserved at no cost for Amtrak employees.

In addition to the emergency response
course, Amtrak and Operation Respond
have been developing computer software
designed to assist emergency responders
at an Amrrak incident or accident. When
fully implemented, the software will
enable emergency dispatchers to have
compurer access to detailed passenger car
and locomative floor plans, emergency
exit locations, electrical and pneumartic
SyS[t‘mS, emergency tOD]S le'ld Other iﬂfUI"
mation to assist in fire suppression, pas-

senger evacuation and search and rescue.

Operation Respond is a non-profit organiza-
tion based in Washington, D.C., thar facili-
tates national distribution of information

about rail and highway hazardous material

shipments to emergency response dgencies.

ROADWAY WORKER
PROTECTION PROGRAM
Amtrak is one of the nation’s first

railroads to implement the new Roadway

Worker Protection Program (RWP). The

program began last summer and is
designed to provide better protection for
maintenance-of-way workers and other
employees Working on the railroad righr-
of-way. RWP requires specific protection
procedures for workers to reduce their
chances of being struck by a train or
other on-track equipment. The program
was designed as part of a negotiated rule-
making process developed by representa-
tives from various labor unions, freight
carriers, the Federal Railroad

Administration and Amtrak.

LABOR/MANAGEMENT
SAFETY TEAMS

There are few better ways to enhance
safety for both workers and customers
than by getting employees and managers
talking together to devise and implement
solutions to Amtrak’s safety problems.
That's why Labor/Management Safety

Teams were formed.

Every other month teams of Amtrak
employees, managers and representatives
from labor unions meet to discuss issues
that will create a safer environment at
Amtrak. Committees now in place in
Los Angeles, Oakland, Sunnyside Yard,

and the New York terminal area
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represent a rare partnership that tran- Operation Lifesaver was first established
scends usual lines of division. Additional 24 years ago by the Union Pacific
committees are planned for Chicago, Railroad. At that time, highway-rail-
New Orleans and Boston. crossing related fatalities in the United

States had climbed to over 1,200
. annually. In its first year of operation in
OPERATION LIFESAVER ¥ ) P

. i . . Idaho, crossing-related crashes in that
Operation Lifesaver is a national, non-

: . : state dropped 38 percent. Because of

profit information program dedicated to

. . e . these good results, the concept spread

reducing collisions, injuries and fatalities . .
. , . ., and is now present in 49 states.

at highway-rail grade crossings. And it’s

been successful: Since its implementa-
tion in 1972, crashes and casualties at

highway-rail grade crossings have been

reduced by 50 percent.

CHAMPION OF THE RAILS

Simulated emergencies - “
ol el Jame.s Griffin Hubbard,
: Station Agent,

Longview, Texas

other emergency
personnel to get hands-

on expetience in 3 James Griffin “Griff” Hubbard
planning and first aid. led efforts to improve the
Longview station by working
with community leaders and
getting local
companies to
donate
equipment,
including
new waiting
room and
patio
furniture.
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A partnership begun
inn late 1996 placed
Amtrak trains on
the cover of boxes
Mills’

of General

Toral cereals.

R
NO

CAPITAL SCORECARD
PROCESS

[n FY96, Amrrak initiated a new
process, called the Capital Scorecard, to
help the company provide a logical
approach to capital investment
decision-making, A way to incorporate
long-term thinking with short-term
needs, the scorecard supplements more
traditional financial measures with
criteria measuring performance from
three new perspectives: the customer,
internal business processes, and learning
and growth. It measures and promotes
the intangible resources and driving
factors that are needed for furure
growth, and translates those measures
into solid recommendations for the

company’s capital budger.

DAILY VALUE

The factors on Amrrak’s
scorecard include: return on
investment, net present value,
furure cost avoidance,
customer/employee safety,
customer satisfaction, and lever-
aging state/local and private
partnerships and new business/
product development. By
measuring an initiative’s ratings

in these arcas of analysis, Amtrak

OF 11 VITAMINS

& MINERALS

M?ym‘ GETON

NETWT 120 (3400 ©

is able to make the best capital
decisions possible for the long-

term growth of the company.

PARTNERSHIPS

AND PROMOTIONS
Increasing Amtrak’s ridership among
niche markets is one of the company’s
key business goals. There are few better
ways to achieve our goal than by creating
powerful partnerships with products and
companies that already cater to those
markets. Following are some examples of
the creative partnerships Amtrak has

developed to expand its scope:

D1sNEY: This spring, Amtrak entered
into a very successful marketing partner-
ship with Disney, putting “Kids Ride
Free” coupons in 15 million videos of
Disney’s “Aristocats”. The coupons
generated approximately $13 million in
revenue and helped introduce families

to Amtrak.

GENERAL MILLS: A partnership begun
in late 1996 placed Amtrak trains on the
cover of boxes of General Mills’ Total
cereals. The promotion — a companion
ticket certificate that offers 50 percent
off — is on 12 million cereal box tops
and includes displays at participating

grocery stores.

AT&T: A point-based awards program
allows AT&T users to earn points
towards travel on Amtrak when they pay
their AT&T bills with participating

credit cards.



EXCLUSIVE OFFER INSIDE

THE ARISTOGATS VIDEO

Kids Rie Free

The Movie IsBy Disney—
But The FREE Ride Is On Amtrak.

Children age 2-15 ride free with an adult pur-
chase with the certificate inside The Aristocals
video™ A great value for the entire family.
Relax, have fun and experience the freedom
of Amtrak” togsther.

Al
“Requires adult fare and Disney’s The Aristocais purchase. Children under 2
always ride free. See details insidz specially-marked The Aristocals videos.
No mail-in required. Ticksts must be purchased between 5(1/36 and

8/31/96; Iravel must take place between 5/1/96 and %/30/96. Certain resric-
tions apply. Visit your travel agent to redeem your cerlificate.

“Kids Ride Free” coupons generated approxi-
mately $13 million in revenue and helped
introduce families to Amtrak.

TRUE REWARDS: This loyalty-based
program allows AT&T “True Rewards”
cardholders to get 25 percent off an
Amtrak companion rticket by showing
their “True Rewards” card. The
program has generated $235,000 in its

first few months.

STUDENT ADVANTAGE: A popular
discount club for students, Student
Advantage members simply have to
show their cards at Amrrak ticket
counters to get a 15 percent discount off
tickets. The program has generated $4.3
million in revenues from thousands of
students — 80 percent of whom are

new to Amtrak’s database.

RADIO CITY MUSIC HALL
CHRISTMAS SPECTACULAR:

Through an exclusive travel package,
visitors to Radio City Music Hall’s
Christmas Spectacular received dis-
counted tickets, plus discounts on Radio
City Music Hall merchandise.

TICKETMASTER PROMOTION: Event
packages allow people buying tickets on
Ticketmaster to receive discount rail
tickets for Amtrak NortheastDirect and
Metroliner trains. The first event package
was targeted to NortheastDirect
customers, offering Madison “Scare”
Garden Halloween rtickets at a 20 percent
discounrt and NortheastDirect tickets at a

15 percent discount.

STATE RELATIONS
State-supported intercity rail services are
an integral part of Amrrak’s business. As
an experienced operator of passenger
rail, Amtrak has succeeded in working
side by side with various departments of
transportation to research, define and
deliver rail services thar meet the needs
of the state. These regional state-
supported rail projects have emerged as
unique products with local flavor, and
services and agreements vary depending
on the requirements and needs of the
states. In many cases, for instance, states
and Amtrak leverage their funds and
share not only in capital investment
projects, but also in marketing,

promotion and public relations activites.

In the Northeast Corridor, NJ Transit
and Amtrak entered into a $250 million
joint investment project that commits
each to invest $25 million per year for
the next five years to improve infrastuc-
ture that will benefit New Jersey
residents and commuters. The state of
Delaware has invested $1 million in
upgrading the yards at Wilmington and

Bear. Delaware’s $1 million is part of a

- Tourism, Entertain
Culture picked Penn Station as a
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ment and

priority project, program leaders
Leonard Sachs and Mary Sue
McCarthy went to work on a
major cleanup and restoration,
repair of the clock tower, and
promotion of and assistance with
the new garage.



Gross mail and express
1996

in fiscal

were $66.5

revenues
million —
$5.6 million over
1995, and a 40 percent
1992.

increase over

$19 million multi-year project to consol-
idate and streamline operations,
improving efficiency for the benefit of
Amtrak, as well as to attract outside
business from other railroads to these
shops. The Commonwealth of
Pennsylvania invested $1.2 million in
30th Street Station to help Amtrak
locate its Northeast Corridor headquar-
ters in Philadelphia, as well as to
upgrade the station in preparation for
high-speed trains.

Similar partnerships were developed in
Amtrak Intercity where the State of
[llinois increased Amtrak funding by
$2.5 million to maintain current levels
of state-supported Amtrak service
through June 30, 1996. Also, an adver-
tising campaign with Amtrak Intercity
and the Wisconsin and Illinois
Departments of Transportation con-
tributed to a 14 percent increase in
March 1996 ridership over March 1995
for the Hiawatha service between
Chicago and Milwaukee. Similar success
was achieved on the International
berween Chicago and Toronto and the
Chicago - Detroit/Pontiac trains
operated in partnership with the

Michigan Department of Transportation.

In addition to the Talgo and California
dining cars discussed elsewhere in this
report, examples of partnering in
Amtrak West include the Oregon legisla-
tive emergency board’s approval of using
$3.9 million in special federal funds to
continue Oregon’s high-speed rail devel-
opment efforts. Also, for the first time in
Amtrak’s history, a state was able to
exercise flexibility and use Congestion,
Mitigation and Air Quality (CMAQ)
funds. Oregon’s Department of
Transportation was able to use CMAQ
funds to support the Eugene - Portland

section of the Cascadia train.

Amtrak West participated with the
Washington State Department of
Transportation in a series of public
meetings to present various options for
the Pacific Northwest Rail Corridor over
the next 20 years. The meetings were
part of the Environmental Impact
Statement that will be completed
regarding the future of passenger rail in
the high-speed rail corridor.

Since 1990, California has invested
approximately $1 billion in intercity
passenger rail on its three state-
supported corridors where Amtrak West
partners with the state to run the
Capitols, San Joaquins and San Diegans.
FY96 initiatives included introduction of
custom class to the San _Joaguins,
addition of a fourth round-trip on the
Sacramento - Bay Area Capitol corridor,
and extension of one San Diegan round-
trip to and from San Louis Obispo. In
addition, Amtrak West added new
equipment to the San Diegan corridor
(Amtrak’s second busiest corridor) in
order to attract more San Diego - Los

Angeles business travelers.

COMMUTER
CONTRACTS

One of Amtrak’s successes over the year
was the expansion of its Commuter Rail
program. Now representing a full ten
percent of total Amtrak services (expense
basis and excluding Reimbursable and
Commercial), Commuter Rail also rep-
resents 65 percent of the volume of
passenger trips, though most of these are

short-haul regional trips.

The overall program expanded to a
revenue base of $234.4 million in FY96,
an increase of ten percent over FY95 and
five percent over plan for the year. The
number of contract operations remained
constant with four in the NEC repre-

senting 72 percent of the business



(Boston alone is 56 percent) and three in
Amtrak West for the remaining 28
percent. Of these seven operations, four
experienced significant revenue growth
from expanded operations, leading to

the overall volume increase.

Two of the major West coast contracts,
the Peninsula Commuter Service (PCS),
in San Jose and Metrolink in Los
Angeles, were reaching expiration.
Preemptively, these contracts were suc-
cessfully renegotiated for extended
periods, the PCS for as long as three
more years. This shows a strong regard
for Amtrak performance and plays out a
major advantage of incumbency.
However, increasing competitive
pressures were roundly demonstrated in
the course of these negotiations, and the
trend toward fixed price compensation is
definitely growing. These factors will
continue to affect the profitability of this

line of business across the company.

MAIL AND EXPRESS
EXPANSION

Better exploitation of mail and express
opportunities is a big part of Amtrak’s
move to improve the economics of
long-distance trains as the company
begins the process of removing itself
from federal operating support.
Amtrak’s work in this area is paying off:
Gross mail and express revenues in
fiscal 1996 were $66.5 million — $5.6
million over 1995, and a 40 percent

increase over 1992,

Amtrak has created a large network of
trucking subcontractors to handle mail,
similar to how Thruway buses handle
passengers. The first truck deal allowed
Amtrak to continue Texas-New England
mail when the Téxas Eagle was restruc-
tured from daily to tri-weekly in late
1993. In 1995, when the Empire

Builder's poor on-time performance

jeopardized the much bigger Seattle-East
Coast mail business, Amtrak shifted to
trucks west of St. Paul, with stops in

Fargo and Billings.

METROLINER

Amtrak unveiled the first complete
trainset containing its new “Concept
20007 Metroliner equipment. The cars
feature customer-requested amenities —
more comfortable seats, halogen
lighting, new color schemes, and
brighter interiors. They also feature new
design and artwork inside the cars. All
work was performed at the Delaware
shops by Amtrak employees. The
equipment began receiving rave reviews
from customers immediately upon
introduction, and a program is
underway to revamp all Mesroliner cars.
The unveiling of the refurbished
equipment dovetailed with the introduc-
tion of improved Metroliner menus and

other customer amenities.

This year, Metroliner service also won
several customer service awards,
including one from Railway Age
Magazine.
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SAFETY

George “Billy” Parker Jr.,
Engineer, o
Jacksonville, Fla.

(also the recipient of the
1996 Charles E. Luna
Safety Award)

On March 17, 1993, Billy
Parker, locomotive engineer, was
involved in a grade-crossing
accident with a tank truck that
resulted in the death of six
people. Since
then, Parker
has become a
national
spokesperson
for Operation
Lifesaver.
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Amrtrak has realized

a bottom-line
improvement of more
than $300 million on
an basis,

1996

annualized

and 1995 and
actions closed

$3.5 billion

internal
of the

original $5.0 billion
gap projected between

1995 and 2002.

STRATEGIC PLAN

In December 1994, Amtrak’s Board of
Directors adopted the aggressive goal of
phasing out the need for federal
operating support by 2002. The
resulting six-year Strategic Business
Plan was wholly dependent on three

major events:

® The ability of Amrerak to secure a
dedicated source of capital to begin
reversing the effects of the chronic

undercapitalization of the past decade;

# The enactment of legislation to allow
Amtrak to behave in a commercially

oriented, business-like manner;

B Amtrak’s ability to organize itself into
a customer-focused, market-responsive
company while substantially increasing
productivity, lowering unit costs, and

increasing revenucs.

PROGRESS TO DATE
Amtrak made dramatic changes for the
better in 1995 and, although 1996 per-
formance did not achieve all planned
goals, Amtrak did not lose ground from
the progress made in 1995. The
company now has a decentralized
corporate structure focused on greater
market awareness, competitiveness, and
customer service. It has eliminarted a sig-
nificant amount of cost through a
rationalized commercial network,
improved equipment utilization and re-
engineered back office functions, while
increasing revenues. Amtrak has realized
a bottom-line improvement of more

than $300 million on an annualized

basis, and 1995 and 1996 internal
actions closed $3.5 billion of the original
$5.0 billion gap projected between 1995
and 2002. [n 1996 Amtrak finalized the
agreements to complete electrification
from New Haven, Conn., to Boston,
Mass., and to purchase high-speed train
sets, locomotives and maintenance facili-
ties, all part of the strategic plan to close
the gap by 2002.

1996 PERFORMANCE
For 1996 Amtrak developed three
corporate objectives — meet 100
percent of financial target, increase
employee satisfaction by 15 percent and
increase customer satisfaction by 15
percent. Although falling short of these
goals, Amcrak made progress toward
improving customer and employee satis-
faction, while holding on to the financial

improvements attained in 1995.

In regard to its financial goals, Amtrak
fell short of its 1996 target by $82.2
million, which reflected negative factors
of $221.4 million, offset by $139.2
million in gap-closing actions taken
during the year. The major negative
factors causing the worse-than-planned
performance included extreme weather,
passenger revenue shortfalls, and
corporate-wide cost reduction initiatives
that were not achieved. These factors
were partially offset by gap-closing
actions that included revenue from new
marketing actions and cost reductions.
Passenger-related revenue fell short of
plan for the year by $42.5 million, while

core business expenses were $37 million



Satisfied employees and customers mean continued success.

unfavorable. The operating profit of all
other businesses was $15.4 million

below plan.

As for employee and customer satisfac-
tion objectives, although planned goals
were not achieved, progress was made in
reducing both employee and customer
injuries compared to 1995. Customer
satisfaction as tracked by Customer
Satisfaction Index of the Technical
Assistance Research Program (TARP),
showed a slight improvement versus the
initial index established in May 1995.
On-time performance for the rotal
system declined compared to 1995,
primarily as a result of severe weather,
although other factors also contributed
to this shortfall. Employee training was
one area where goals were exceeded for

two of the business units.

1996 HIGHLIGHTS
There were a number of highlights that

bolstered the company’s performance

in 1996:

B Ticker yield (total ticket revenue per
passenger mile) for 1996 was 13
percent higher than 1995.

B For the first time in the history of the
company a product line, the
Metroliner, which serves the New York

23

— Washington, D.C,, market, was
profitable, completely covering fully
allocated costs and generating $14

million profit.

| Passenger—relatcd revenues increased
6 percent despite 1995 route and
service actions that reduced train miles

by 7.4 percent in 1996.

® Gap closing measures begun primarily
at mid-year to help offset the results of
severe weather in the second quarter

were largely successful.

LESSONS LEARNED
There were also a number of important

lessons learned in 1996:

® The effects of route and service
actions were betrer understood based

on experience in 1996.

® A better understanding of capital
requirements was achieved in conjunc-
tion with improved methods of evalu-
ating capital investments and linking

them directly to performance.

# The impact of weather and the need
for inclusion of larger weather-related
contingencies in the plan was

acknowledged.
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Mitchell Bates’ sister JoAnn Bates accepts the award
from Amtrak CEO Tom Downs.

Randall Moses, Assistant Engineer,
Jacksonville, Fla.

An Amtrak employee since Aug.
20, 1986, Randall Moses was an
assistant engineer on the Silver
Star. He lost his life when the train
hit a truck on Sept. 21, 1995.

Amtrak CEO Tom Downs presents the award to
Ray Moses, Randall Moses son.



For Fiscal year 1995,
Amrtrak reduced its
operating loss

by $206.3 million,
nearly $33 million

better than planned.

—GAO Report

THE 1997-2002 PLAN
Although 1996 overall performance did
not meet the planned goals, the revolu-
tionary turnaround initiated in 1995 is
still working. Amtrak didn't lose ground
in 1996, and at the end of the year the
Amtrak Board of Directors approved a
six-year strategic plan for 1997 through
2002. This plan, for the first time, iden-
tifies a detailed strategy for achieving
zero federal operating support by 2002.

The plan builds on the progress achieved
in 1995 and 1996 and outlines the path
to successful closure of the remaining
$1.5 billion botrom-line deficit between
1997 and 2002 through:

# Continued route and service adjust-
ments combined with improved

equipment utilization;
® Productivity enhancements;

B Pricing and marketing to stimulate

demand;

AMTRAK GETS THERE WEATHER OR NOT

Amrrak was among the very few transportation systems moving during the January blizzard of 1996.

B Significantly increased state support

for train service:

B Additional commuter, reimbursable

and commercial business development;

B Focused capital investments, particu-
larly the implementation of high-
speed rail in the Northeast Corridor to
begin in late 1999.

The FY97-2002 Strategic Business Plan
closes the remainder of the gap, but still
relies heavily on the same three critical
items — a substantial and secure capital
source, legislative relief, and continued,
aggressive internal restructuring. Of the
remaining $1.5 billion in gap-closing
measures included in the Strategic
Business Plan, over $800 million of the
actions are dependent on capital invest-

ments planned over the period.

THE 1997

CAPITAL PLAN

The FY97 Strategic Capital Plan con-
templartes the expenditure from all
sources of funds of $1.1 billion. In an
attempt to capture the entire investment
program undertaken by the company
during FY97, the plan includes all
capital investment, including acquisition
of equipment under debr and lease
instruments that have been previously
authorized by the Board of Directors.
Significant investments during the year
include the conrinuation of the electrifi-
cation of the north end of the Northeast
Corridor under the Northeast Corridor
Improvement Project ($58 million), the
milestone payments financed under the
high-speed trainset agreement ($106
million), the financed acquisition of new
P42 locomotives ($255 million), as well
as progressive and heavy overhauls ($110
million). Capital programs funded with
federal appropriations within this plan
total $478 million.



 GENERAL FINDINGS OF THE REPORT
OF THE GENERAL ACCOUNTING
"OFFICE (GAO) — JULY 1996

"Whiie Amtrak has made progress during the first 18 months that the Strategic

Business Plan has been in place, it is too early to forecast if the corporation will

:Ekac}new_: the long-term goal of operating self-sufficiency. Meeting that goal is predi-

cated on several critical assumptions, including continued federal capital support

, whtCh entails full funding to implement high-speed rail service between New York

. and Boston; large revenue increases; improvements in productivity that require

ilegot.lattons with Amtrak’s labor unions; and increased state support.

The scorecard process utilized in devel-
oping the capital plan provided an
objective basis for determining the most
strategic investments to be made by the
company. After determining the projects
that were absolutely required, such as
equipment overhauls, debt service
principal, and Con[ractually obligated
expenditures, all remaining discretionary
projects were ranked according to factors
that were identified as critical drivers of
Amtrak’s business.

CROSSING 2002

Crossing 2002 is one of Amtrak’s
programs to assist in meeting the con-
gressional target of operating free of
federal grants by year 2002. Begun in
June 1996, this three-year program calls
for participants to identify, prioritize and
redesign activities that offer the greatest
potential for quality improvement and
cost savings while maintaining or
improving customer service. In addition,
a system will be developed for measuring
the quality of Amtrak’s operations by
keeping track of the maney spent
ensuring that work is done right the first

time and the money lost when it is not.
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Crossing 2002 is divided into three
phases:

During the analysis phase, an evaluation
was made of Amtrak’s current activities.
This information was used to identify and
prioritize areas where improvements to
Amtrak’s current work would be of
greatest benefit to the corporation. The
result was the identification of 21
processes that will be the subject of

further analysis.

During the planning phase, these processes
were analyzed in more dertail. Deficiencies
were examined, and schedules and
resources (including people) required to

address the deficiencies were identified.

During the construction phase, teams will
work to redesign the process, focusing on
improvements that will result in cost
savings, improved use of resources,
increased customer satisfaction, or other
tangible benefits. Amtrak’s partner in the
Crossing 2002 initiative is General

Systems Company, Inc.

Begun in June 1996,
this three-year
program calls for
participants to
identify, prioritize
activities

and rede

esign
that offer the greatest
potential Yor gualicy
improvement and
cost savings while
maintaining or
improving customer

service.
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HE FUTURE OF
PASSENGER RAIL
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HIGH-SPEED RAIL: and train technology, design, and overall
AMERICA’S NEW customer service, the high-speed rail
MILLENNIUM service will travel well beyond the distance
In the spring of 1996, Amtrak provided a between Washington and Boston.

sneak preview into the next century of ) ) )
) ) . . Customers will receive dramatically
transportation service with the unveiling : . .
N : . improved passenger rail service at all
of its new high-speed trainsets. Just one

. . . points of their journey from the moment
piece of an entire make-over of passenger A )
) ) _ : _ they call for a ticket to the time they
rail service, the trainsets will contribute to ) o
o ] ) ) reach their destination.

a revolution in travel in the United States

and worldwide. With the promise of Amtrak emp]oyees will work onboard

setting new standards in comfort, safety modern trains held to strict maintenance

and operation standards, ensuring the

highest level of reliability.

Industry in the United Srares will benefit
from the development of a new manu-

facturing and service industry, creating

thousands of jobs across the country.

Economic growth will occur inidally in
the Northeast as development starts in

states along the Northeast Corridor.

Amtrak’s model for high-speed rail travel
in the Northeast will offer an opportuni-
ty for other states, commuter and foreign
passenger railroads to study and learn

valuable safety and technology lessons.

FACTS ABOUT HIGH-SPEED RAIL

® An estimated two million riders are expected after the first ® Each of its 345 seats will have an outlet for personal
full year of service in 2001. computer and audio entertainment;
# The trains will have the finest on-board diagnostic systems = An elegant bistro car will serve to regional passenger tastes;

designed to alert our engineers and mechanical staffs so they  w And for our business travelersi Ot business center

can make corrections before serious problems occur. complete with phones, faxes and conference rooms;

® The consortium building the trains has agreed to perfor- ® High-speed rail will set new world standards with special new

mance penalties if there are mechanical problems, delays or tilt technology so advanced, riders will enjoy their safest

other inconveniences to our customers. smoothest rides ever.



PROGRESS

ON DEDICATED
TRUST FUND

Amtrak made progress in 1996 in
building support for a dedicated trust
fund for intercity passenger rail.
Employees, state partners, vendors, indi-
vidual transit agencies, environmental
groups and our customers have joined us
in our efforts to convince Congress and
the administration of the benefits of
providing Amtrak with an adequate and

dependable source of capital funding,

In May, growing support in Congress
was demonstrated by the 57-43 vore in
the U.S. Senate in favor of allocating
one half cent of the Federal Fuel Tax to
an Intercity Passenger Rail Trust Fund.
While the proposal was not enacted into
law in 1996, congressional leaders have
indicated their intention to consider the
proposal again in the 105th Congress.

CAMPAIGN TRAINS

A SYMBOL OF 21ST
CENTURY RENAISSANCE

When the presidential candidates wanted
to travel across the country with speed,
they flew; but when they wanted to
make a statement, to see the countryside
and to create a symbol of being in touch
with America’s roots, they took Amtrak.
Both President Clinton’s widely publi-
cized whistle-stop tour and the trains
that were taken to the Republican and
Democratic conventions emphasized the
importance of rail service today, and its

future for tomorrow.

PRESIDENTIAL TRAIN

AND OTHERS

“The campaign trains were a great
success thanks to the hard work and
dedication of Amtrak’s employees,” said
Amtrak CEO Tom Downs.

Y

Using Amtrak trains, President Clint

on campaigne

d through several states in 1996.

Both Republican and Democrat
campaign operatives spent at least part of
their campaign season aboard Amtrak
trains in the ultimate form of land cruise
and celebration of train travel. Whether
traveling to their respective conventions
or (as in President Clinton’s case) con-
ducting a whistle-stop speaking tour,
both campaigns highlighted the unique

nature of rail.

Country-music singer Billy Ray Cyrus, a
celebrity guest of President Clinton
aboard the 21sr Century Express, said it
best: “These train tracks are the

bloodline of America.”

BACKGROUND ON THE
218T CENTURY EXPRESS

The presidential train that traveled more
than 500 miles with its high-profile
entourage, consisted of 11 Superliner
passenger cars, two privately-owned cars
and three P40 locomotives. Twelve
double deck, specially outfitted cars
handled hundreds of White House staff
and media, and came complete with
extra power lines, 40 cellular phones, fax
machines, paging equipment and

copiers.

When the presidential
candidates wanted to
travel across the
country with speed,
they flew; bur when
they wanted to make a
statement, to see the
countryside and to
create a symbol of
being in touch with
America’s roots, they

took Amrtrak.
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Passenger-related
revenues increased 69
despite 1995 route and

service actions that
reduced train miles in
1996 by 2.4 million or
7.4% versus 1995,

RESULTS OF
OPERATIONS

Amtrak reported a 1996 net loss of

$763.6 million compared with a 1995
net loss of $808.2 million, a 5.5%

improvement.

This improvement reflects a 3.9% increase
in total revenues to $1,554.8 million in
1996 compared to $1,496.9 million in
1995. Gains in both passenger-related and
commurter revenues were primarily
responsible for this improvement. Graph
A displays Amtrak’s financial performance
for fiscal years 1987 to 1996.

Passenger-related revenues increased 6%
despite 1995 route and service actions
thar reduced train miles in 1996 by 2.4
million or 7.4% versus 1995. Since

Graph A: Financial Performance
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Note: FY94 expenses exclude $243.8 million in one-time charges.

route and service actions occurred at
different times throughout 1995, the
results for 1995 include less than a full
year’s impact. The full impact is,

however, reflected in 1996 results.

Total expenses increased less than 1.0%
to $2,318.4 million in 1996 versus
$2,305.1 million in 1995. This primarily
reflected higher advertising and promo-
tional expenses. Expenses related to
employees, train operations, mainte-
nance-of-way goods and services, and
casualty and accident costs decreased.
Facility and office related, interest, and
depreciation costs increased. More derail
is provided for revenues and expenses

further in the discussion.

In 1996 and 1995 Amtrak received $285
million and $392 million in federal
operating support, respectively, and
$120 million and $150 million of
federal payments for excess mandatory
RRTA expenses, respectively. These con-
tributions are in addition to the revenues
reported in the financial statements. The
contributions can be seen on the consol-
idared statements of cash flows and

statements of changes in capitalization.

In 1994 Congress and the administra-
tion directed Amtrak to develop a
strategy to achieve operating self-suffi-
ciency by the year 2002. Accordingly, in
December 1994, Amtrak’s Board of
Directors adopted a strategic business
plan to significantly reduce federal
operating subsidies. Results in 1995 were
substantially on track with the strategic

plan. Results in 1996, however, were



mixed, showing improvement versus

1995 but not meeting plan expectations
by $82.2 million.

® The 1995 results included major cost
reduction actions and significant
expense savings related to rourte and
service actions. Although the 1996
results reflect cerrain cost reductions as
compared to 1995, these resules did
not reach planned levels of cost
savings for a number of reasons,
including severe weather, deferral of
certain route and service actions and
delay in certain cost savings programs.
The cost reductions which have been
achieved have primarily affected the

core business.

B Passenger-related revenues which
declined berween 1993 and 1994 by
$56.2 million, decreased by only $2.5
million between 1994 and 1995 and,
in fact, increased by $54.8 million
berween 1995 and 1996 despite signif-
icant route and service actions during
1995. Again these improvements did

not meet plan projections.

B Short-term borrowings under Amtrak’s
lines of credit at the end of 1996 were
$12.0 million versus a best case plan
of no borrowings. At the end of 1995,

Graph B: Sources of Revenue

FY96
Toral: $1,555 million

Amtrak did not need to utilize its lines

of credit.

Amtrak continues to face excessive cost
burdens (relative to the competition)
associated with meeting statutory and
regulatory requirements. Also the
chronic undercapitalization of plant and
equipment along with antiquated
business practices and technology
continues to drive costs in reliability and
service quality higher. As a result, to
achieve its operating goals, management
continues to develop plans for increasing
revenues and efficiency and decreasing
costs, and continues to seek legislative
changes and a predictable capiral
funding flow.

REVENUES
Graph B displays the sources of Amrrak

revenue in 1996.

PASSENGER-RELATED REVENUE
(including transportation, food and
beverage revenue and state contribu-
tions) increased by 6% from $910.1
million in 1995 to $964.9 million in
1996 despite significant route and
service actions. For the year, route and
service actions produced expected

declines in ridership, passenger miles,

Non-transportation
$98.43
Reimbursable
$107.51

Other Transportation ——
$149.63

Commuter
$234.38

Passenger-related
$964.87
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THE 1996
BOARD OF DIRECTORS’
SAFETY AWARDS

- _.Adams Nancy Weese, Ed Hanson, Brenc’ﬂ Helfric

Judy Deutsch, (second row) John Pascarella, Ed
Alderman, Steve Richman, Kelson McKinney,
Emerild Hebert, Jr.*, Ray Vincent, Martin
Wasserstrom, (third row) Frank Rowe,
George Jones, Lester Kreisa, Scott Weddle,
Danny Valdes, Paul W, Beyfuss*

Team members, who are selected
by application and union
approval, have improved the
quality of job briefings by
focusing on consistency, content,
relevance and participation. On
their own time, team members
have worked on a customer-
safety ticket stuffer and video for
the Atlantic Coast Service. They
also have worked with Human
Resources Development to build
a pool of safety instructors.

* Emerild Hebert, Jr. and Paul W. Beyfuss were
winners of the 1996 Board of Directors’
Safety Awards, but were not part of the Safety
Committee of the Year. See following pages
for their specific awards.



Commuter operating

revenuce iFlCI"C.;lSCd

10.2% from $212.8

million in

1995

to $234.4 million

in

1996.

seat miles, and train miles (5.1%, 8.9%,
8.7%, and 7.4%, respectively below
1995). However, ricket yield for 1996
was 13.0% higher than 1995.

The state contributions increased 79.8%
from $35.7 million in 1995 to $64.2
million in 1996. These state subsidies
vary inversely with Amtrak’s perfor-
mance as these payments are a partial
reimbursement, tied ro the level of
Amtrak unrecovered costs. The favorable
variance berween 1996 and 1995
resulted from both increased starte-
supported services and higher levels of
contributions from states. Support was
higher from the states of California,
[llinois, Michigan, Missouri, North
Carolina, Oregon, Pennsylvania,

Vermont, Washington and Wisconsin.

OTHER CORE REVENUES (from
commuter fees, freight railroad access
fees, real estate operations and develop-
ment, mail, baggage and express,
interest and other) decreased 7.0% from
$266.7 million in 1995 o $248.1
million in 1996.

The decrease reflected lower fees for use
of Amtrak’s right-of-way by commuter
rail companies, totaling $92.4 million
in 1995 versus $84.4 million in 1996.
Revenue in 1995 included a settlement
from the Massachusetts Bay Transit
Auchority (MBTA) related to prior

years activity.

Freight railroad access fees also decreased
5.2% from $19.1 million in 1995 ro
$18.1 million in 1996. This decrease was
due principally to decreased net activity
by certain freight railroads on Amurak-

owned rail.

Mail revenue increased 10.1%, from
$57.3 million in 1995 to $63.1 million in
1996, despite train frequency reductions.

This growth largely reflects new business

with the U.S. Postal Service. Express

revenue was level over the two years.

Interest income decreased from $7.0
million in 1995 to $4.9 million in 1996
reflecting primarily a decrease in average

cash balances.

Safe harbor revenue recognized from the
1981 sale of tax benefits associated with
certain qualified assets was $36.9
million in 1995 as compared to $9.2
million in 1996. Revenue related to the
restricted cash proceeds from these sales
was deferred and recognized to the
extent funds were released to Amtrak. In
1995, Amtrak negotiated an acceleration
of the release of $30 million of these
restricted funds.

COMMUTER OPERATING REVENUI
increased 10.2% from $212.8 million in
1995 to $234.4 million in 1996. The
increase primarily reflected higher
revenue from Maryland Area Rail
Commuter Service (MARC),
Massachusetts Bay Transit Authority
(MBTA) and Peninsula Commuter
Service (PCS). The increase in revenues
from MARC reflects an adjustment
related to prior years and a one time
contribution for work related to the
American Disabilities Act. MBTA
revenues rose due to increased project
work done by Amrrak, including work
related to the Commuter Rail Safety
Enhancement Program. Revenues from
the Peninsula Commurer Service (PCS)
rose reflecting increased project and

repair work.

REIMBURSABLE REVENUES were
about level at $107.5 million in 1996
and $107.3 million in 1995.



Graph C: Expense Categories

FY96
Toral: $2,318 million

Interest

$60.22

Casualty & Accident
$65.82

Advertising & Sales
$108.69

Facility & Office Related
$181.33

Depreciation
$237.97

Train Operations
$320.54

Maintenance of Way
Goods & Services
$59.37

Other

$48.31

Salaries, Wages & Benefits
$1,236.26

EXPENSES
Graph C displays the categories of
expense for Amerak in 1996.

SALARIES, WAGES, AND BENEFITS
decreased slightly from $1,240.8
million in 1995 to $1,236.3 million in
1996 notwithstanding wage and benefit
cost increases associated with prior
negotiated labor agreements. During
1995 and 1996 Amtrak had a net
reduction in its workforce of 1,977
people, reflecting route and service and

productivity actions.

Amtrak has labor agreements with 13
labor unions representing 19 bargaining
units. The labor pay component of these
agreements is negotiated. As of January
I, 1997, all agreements covering
Amtrak’s union employees are up for
renegotiation. Prior negotiations with
many of these unions provided semian-
nual, continuous cost-of-living increases

(January 1 and July 1 each year).

31

Union health and welfare benefit costs
increased slightly. Postretirement health
cost increased $3.9 million, reflecting a
more significant curtailment gain in

1995 than in 1996.

NON-LABOR TRAIN OPERATIONS
EXPENSES decreased slightly from
$321.2 million in 1995 to $320.5 million
in 19906. These expenses include fuel and
electric power along with maintenance of
equipment; and food, beverages, and
supplies to support on board services.
There was no significant change from
1995 to 1996 in these items.

FACILITY AND OFFICE COSTS
increased 5.5% from $171.9 million in
1995 to $181.3 million in 1996 as a result

of higher delivery and distribution costs.

EXPENSES RELATED TO MAINTE-
NANCE-OF-WAY GOODS AND
SERVICES decreased 19.2% from $73.5
million in 1995 to $59.4 million in 1996.
The decrease is associated with work

performed by Amtrak for other parties.

THE 1996
BOARD OF DIRECTORS’
SAFETY AWARDS




Graph D: Working Capital Ratio
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workforce.

ADVERTISING AND SALES COSTS
increased 21.0% from $89.7 million in
1995 to $108.6 million in 1996,
primarily reflecting higher advertising

and promotion expenses.

CASUALTY AND ACCIDENT CLAIMS
ExrENSE decreased from $77.7 million
in 1995 to $65.8 million in 1996. This
decrease results from recent experience
reflecting lower exposure to risk by way
of a smaller workforce and reduced train

miles.

INTEREST EXPENSE increased from
$47.7 million in 1995 to $60.2 million
in 1996, primarily as a result of
increased borrowings related to rolling

stock equipment.

RESTRUCTURING COSTS result from
Amtrak’s corporate restructuring. In
1994, Amtrak announced its plan for a
major reorganization of the corporation
around definable strategic business units
(SBUs) and subsequently recorded a
restructuring charge. In 1995 an addi-
tional $14.5 million was charged against
current operations as restructuring

expense. This amount reflects the cost of

conversion of operations from a highly
centralized to a decenrralized SBU basis,
and includes the setup of the SBU facili-
ties and relocation of personnel. The
process of decentralization is designed to
concentrate on market segmentation,
product differentiation, and the continu-
ous development of a smaller and more

productive workforce.

DEPRECIATION AND AMORTIZA-
TION EXPENSE increased 3.4% from
$230.1 million in 1995 to $238.0
million in 1996, principally due to

purchases of equipment.

OTHER EXPENSES increased from
$38.1 million in 1995 to $48.3 million
in 1996. This increase reflects in part
higher costs related to passenger incon-
venience which resulted from the severe

weather conditions in 1996.

FINANCIAL
CONDITION AND
LIQUIDITY

At September 30, 1996, Amtrak had cash
and cash equivalents of $22.8 million.
The working capital ratio decreased from
.60 in 1995 o .52 in 1996. Graph D
displays Amtrak’s working capital ratio
from 1987 to 1996.

Current debt and capital lease obliga-
tions increased by $23.7 million and
$12 million of borrowings were required
to fund current operations. Long-term
debt and capital lease obligations
increased $126.4 million related to

equipmcnt purchases.

Amtrak has $150 million of unsecured
lines of credit with banks that expired in
December 1996, which are subject to
certain conditions. Borrowings under
these agreements bear interest based on
the London Interbank Offered Rate, cer-
tificate of deposit rates, or prime rate.

Amtrak pays various fees on its credit



lines. There was $12 million borrowed
under these lines of credit in Seprember
1996. Amrrak renewed these lines of
credit with substandially similar terms

and conditions.

Amtrak has commitments in place ro
acquire 98 P-42 locomotives during
fiscal year 1997. Amrrak anticipates total
additional borrowings of $254.8 million
toward this acquisition. Amtrak expects
principal plus interest payments to
commence in March 1997 and run
through April 2017 at an effective
interest rate of 5.6% per annum. Amtrak
is also planning a major strategic acquisi-
tion and investment involving high-
speed train service which will include 18
trainsets, 15 locomotives, and related
maintenance facilities. When complete,
Amtrak estimates thart this investment
will result in additional borrowings
totaling in excess of $800 million by
fiscal year 2000.

As shown in Graph E, Amtrak has
shown improvement in its operating
ratio (the ratio of total expenses to total

revenue) improving from 1.72 in 1987
to 1.49 in 1996.

Graph E: Operating Ratio

Amtrak continues its efforts to increase
revenues through fare and service adjust-
ments and solicitation of ongoing state
and local government support of services,
and to increase efficiency through

streamlining operations and procedures.

RESULTS OF MAJOR
BUSINESS UNITS

One of Amtrak’s most important initia-
tives in 1995 was to create strategic
business units to provide greater market
awareness, competitiveness, and

customer focus.

Table 1 shows the 1995 and 1996
operating results for Amerak’s three
strategic business units — Amtrak
Intercity, Northeast Corridor, and Amtrak
West—and for the corporate service
centers and offices which collectively serve
all three units. This data is supplemental,
unaudited information presented as if this
organization had been in place at the
beginning of 1995. Note that the federal
operating subsidy (except for $7 million in
1996) is attributed to the company as a
whole rather than any individual organiza-

tional unit.
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Note: FY94 expenses exclude $243.8 million in one-time charges.
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Table 1: FY 1995 and 1996 Operating Results by Major Business Unit

$ Millions

Intercity NEC West Corporate Total
BYJ5 FY96 FY96 FY95 FY96 FY95 FY96 FY95 FY96
Revenue $ 4650 $4838 $ 8283 § 8679 $156.5 $1841 $ 471 § 190 $14969 §15548
Expenses 673.0 738.5 1,044.4 1,018.9 253.0 272.0 334.7 289.0 2,305.1 2,318.4
Operating Loss (208.00 (2547) (216.1)  (15L.0) (96.5) (87.9)  (287.6)  (270.0)  (808.2)  (763.6)
Federal
Operating Grant - 7.0 - - - - - - 392.0 285.0
Other Federal
Contributions 42.0 62.2 70.5 65.4 16.5 13.3 21.0 195 150.0 156.4
Net Operating
Loss (166.0) (185.5) (145.6) (85.6) (80.0) (74.6) (266.6) (254.5) (266.2) (322.2)
Noncash 87.4 80.1 146.9 142.0 18.2 14.7 1.4 3.2 253.9 240.0
Budget Result $ (78.6) $(1054) ' § 13 §$ 564 $(61.8) $(59.9) ¢ SEEES A HOSISE § (12.3) $§ (82.2)
rporate revenues As can be seen in the above chart, the The West business unir results were
s ceee ol el e Intercity business unit operating loss was unfavorable reflecting higher interest,
S oo Er unfavorable in 1996 as compared to facility maintenance, advertising and
Se e 1995. These results reflect higher interest train fuel costs; partially offset by higher
revenue. Expenses also costs (resulting from financing related to state SUpport.
- I —— i as as a change i
decrecased as a result Sk ec*ulpmcnt as well asa ¢ al‘lé’ﬁ i Corporate revenues decreased reflecting
s ; ; allocation method to reflect all interest
of the change 1n . . ) lower safe harbor revenue. Expenses also
related to equipment in the business .
allocation in interest ) . decreased as a result of the change in allo-
units versus corporate results), increased o
. e . cation in interest cost, lower employee,
cost, lower employee, delivery and distribution, advertising,

-.'H“"i,!'()H!HL‘H’.L}! and

facility costs.

train fuel, and passenger inconvenience
(weather related) costs. Highcr revenues
reflecting increased state contributions

partially offset these unfavorable results.

The Northeast Corridor business unit
revenues increased for the core and
commuter lines of business. Expenses
decreased reflecting lower employee, and
facility and equipment maintenance
costs, and lower on board service and

maintenance-of-way supplies.

environmental and facility costs.

Ovwerall, federal operating support and

certain noncash items were lower in 1996.
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Financial Information

REPORT OF
INDEPENDENT
ACCOUNTANTS

CEETTr RN,

To THE BOARD OF DIRECTORS OF

NATIONAL RAILROAD PASSENGER CORPORATION

In our opinion, the accompanying consolidated
balance sheets and the related consolidated state-
ments of operations, cash flows, and changes in capi-
talization present fairly, in all marerial respects, the
financial position of National Railroad Passenger
Corporation (Amrrak) and its subsidiaries at
September 30, 1996 and 1995, and the results of
their operations and their cash flows for the years
then ended in conformity with generally accepred
accounting principles. These financial statements are
the responsibility of Amtrak’s management; our
responsibility is to express an opinion on these finan-
cial statements based on our audits. We conducted
our audits of these statements in accordance with
generally accepred auditing standards which require
that we plan and perform the audit to obtain reason-
able assurance about whether the financial state-
ments are free of material misstatement. An audit
includes examining, on a test basis, evidence sup-
porting the amounts and disclosures in the financial
statements, assessing the accounting principles used
and significant estimates made by management, and
evaluating the overall financial statement presenta-
tion. We believe that our audits provide a reasonable

basis for the opinion expressed above.

As discussed in Note 3 to the financial statements,
the Federal government, in 1994, directed Amrtrak
to achieve operating self-sufficiency by the year
2002. Since 1994, Amrrak has adopted a number of
initiatives ro increase revenues and productivity and
to reduce costs in its efforts to become self-suffi-
cient. Management has also determined that
Amtrak needs to attain certain statutory changes
and sufficient capital expenditure funding to achieve
self-sustainability. The ultimate outcome of
Amrtrak’s furure operating improvements and its
capital funding sufficiency and other legislative ini-
tiatives cannot be reliably predicted ar this time and,
accordingly, the financial statements do not include
any provisions for the financial impact of their

eventual resolution.

Arlingron, Virginia
November 15, 1996, except as to the fifth paragraph
of Note 7, the date of which is December 12, 1996
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Nartional Railroad Passenger Corporation and Subsidiaries (Amtrak)

CONSOLIDATED BALANCE SHEETS

September 30, September 30,
1996 1995

(Thousands of dollars)

Current Assets:

Cash and cash equivalents........cococoveiiiiiniinne $ 22,761 $ 29,878

Accounts receivable, net of allowance for

doubtful accounts of $6,366 and $4,998

iii 1996 and 1995; respectively v aosasssmamms 81,889 83,054
Materials and supplies........ccovimiriorsimmnnnnnsnnnnniesnsians 104,799 101,832
(OThEr CUFTENT ASSETS 1everrrsreeeeeeeererseeeesesssereessssesesasaaasmemsnene 4,330 8,565
Total COFFENT ASSELS civassssisiisasssinsssissniorsssrssssisnssiassisssanrsars 213,779 223,329

Property and Equipment:

Property and eqUiPIENt ;ommmssaeerssmsemmsmmsmsssammans 7,395,482 6,861,364
Less—Accumulated depreciation and amortization............. (2,605,599) (2,392,902)

4,789,883 4,468,462
Other Assets and Deferred Charges .................... 73,593 84,079

Total ASSEls ciciiisrisssssissusssvssssrsssssisiasssssvasssnsssanssstssonssree $ 5,077,255 $ 4,775,870



Fiznamncial Information

LIABILITIES AND CAPITALIZATION

September 30, September 30,
1996 1995

(Thousands of dollars)

Current Liabilities:

Accounts payable...curanmmiisnaimmessranssssssns $ 164,163 $ 142,802
Accrued expenses and other current liabilities..................... 135,838 145,394
Deferred ticket revenue. . ....oo.veeoeeeeeeeee oo 36,106 19,880
JRecG cutees tle) S vl od o o RO 15,213 29,779
Current debr and capital lease obligations........................... 57,854 34,204
Total current labilities . .cuecvveesnrrrrressuerenseeerseesseeessessssees 409,174 372,059

Long-Term Debt and Capital Lease Obligations:

Capital lease obligations............cccoeviviiiieiicee 552,230 526,488
Equipment:and otheedebtiaummvmmnmnsnsmsae 376,911 276,280
929,141 802,768

Other Liabilities and Deferred Credits:

Casualty reserves.......oouvuiierereiieieiiiceeeee e, 155,795 152,085
Postretirement employee benefits obligation ....................... 111,294 109,681
Advances from railroads and commuter agencies ................ 15,884 21,668
Environmental reServe ...........covoeeeeeeeeeeeeeeeeeeeee e, 39,454 47,475
L (T R 6,106 17,405

328,533 348,314
Total liabilities .ovveevrrereeeseeeereeeceveesessaeesneesesseessneessesseesns 1,666,848 1,523,141

Commitments and Contingencies

Capitalization (see Consolidated Statements

of Changes in Capitalization) 3,410,407 3,252,729
Total liabilities and capitalization..........ccceerereerernencsnenene $5,077,255 $4,775,870

The accompanying notes are an integral part of these consolidated balance sheets.
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National Railroad Passenger Corporation and Subsidiaries (Amtrak)

CONSOLIDATED STATEMENTS
OF OPERATIONS

For the Years Ended September 30, 1996 1995
(Thousands of dollars)
Revenues:
PASSENGEL TE1ALEd . evvvevsresersssesssssssssersssssens s ssssssessss e $ 964,867 $ 910,051
OHED: s s s T e T R T e sesermn s 248,086 266,687
Total revenues from Core business ......ocveevvererecareneesenruna 1,212,953 11 76,738
COMMULEL sivsisresmampiisiivms s v s iss st v 234,378 212,777
Reimbursables, ..comsmrsesanssssssssssmssamssnsbdipsssisbiimaismpmnise: 107,505 _ﬂ&
Total FEVETITES susisisvsiussasersssvsssivesssnisssissavsriosnrusnsasinsnsssssses 1,554,836 1,496,864
Expenses:
Salaries, wages, atnd DENERIS . s ursmnsmssisssississmsnsmmsimmsmisn 1,236,257 1,240,752
B 1T a1 11 | PSR — 320,542 321,198
Bucilitydnd ofties felamed ssommmmpmminmmemnsimnmssmm 181,333 171,861
Maintenance of way goods and Services e.weeeramsmmressssassas 59,369 73,470
Adverisingand SileSewrar S 108,590 89,715
Casualry and accident claims .......ccoooevieiiceeriiceines 65,818 77,658
ITVEBTEST  suvnis s omonsssimisvsssssss sosionsiiins s vt s vaiess v datane i i asandve s sssn 60,223 47,678
Restructuring charges.....o.eeessarsrsnessssassesssisnsnsninpnsssssssssasinss - 14,523
Digpreciation. and Amortization ..cewsssmwisssmssssrassmsmsass 237,972 230,127
EIHED. onsmsenss s B R R R R 48,310 38,089
Total EXPENSES wcveresarsessiorsseressenssssassnsassnssssssssssarsrsorsassosasss 2,318,414 2,305,071
TNCt LSS5 eneussareesansensnansinsissisiiisisiiassaissasisimiaasmmimmsiassspssssnss $ 763,578 $ 808,207



Financial Information

National Railroad Passenger Corporation and Subsidiaries (Amtrak)

CONSOLIDATED STATEMENTS
OF CASH FLOWS

For the Years Ended September 30, 1996 1995

(Thousands of dollars)

Cash Flows From Operating Activities:
INEE OS5 it e $(763,578) $(808,207)

Adjustments to reconcile net loss to net cash
used in operating activities:

Depreciation and amortization .........ccoeeeeeiineenane e, 237,972 230,127
Provision for losses on accounts receivable.......oococvoviiiiiieeieeee, 4,309 4,249
Changes in assets and liabilities:
Decrease (increase) in accounts receivable .......c.coviiiiiiiiiiininns 3,761 (25,146)
(Increase) decrease in materials and supplies ..., (2,967) 8,552
Decrease (increase) in other current assets.....o.eeevveveveevveeereveeene. 4,235 (3,591)
Increase in other assets and deferred charges ..o (3,319) (5,115)
Increase in accounts payable, deferred ticket revenue,
and accrued expenses and other current liabilities.................. 23,120 2,317
Decrease in other liabilities and deferred credits........ooveveeeennn... (19,893) (25,048)
Net cash used in operating activities......veverisresrsessssssssrnsnsassassases (516,360) (621,862)

Cash Flows From Investing Activities:

Purchases and refurbishments of property and equipment............... (419,522) (313,987)
Proceeds from disposals of property and equipment.......cccocvvecreunnes 3,082 713
Cash released from restricted proceeds of tax benefits sales.............. 9,125 37933
Cash INVESTIMENTS ...t e e e e e e e e saes (54) (34,047)
Proceeds from dispositions of cash investments........ccovevvieiiieenn, 54 34,043
Net cash used in investing activities....eruruernsersereriosessrsssessessssesses (407,315) (275,345)

Cash Flows From Financing Activities:

Proceeds from issuance of preferred stock.......coooieieiiiiniei 619,100 806,000
Proceeds from federal paid-in capital ..cocovvveiicicicsccee 270,842 119,340
Proceeds from federal and state capital payments ........cccocvriiiiinn 23,563 19,179
Proceeds from debrt and lease financings.......cooveeevnciicinciecnnn 41,553 47,802
Repayments of debt and capital lease obligations.......cccccovrrennnnnne (38,500) (89,036)
Net cash provided by financing activities .......cocererieresrrasseressians 916,558 903,285
Net (decrease) increase in cash and cash equivalents..........cccooevrnnnen. (7,117) 6,078
Cash and cash c:quivalenrs—beginning of yearwan s s s 29,878 23,800

Cash and cash equivalents—end of year .......cooooieieeiiiiiic $ 22,761 $ 29,878

The accompanying notes are an integral part of these consolidated statements.
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National Railroad Passenger Corporation and Subsidiaries (Amrtrak)

CONSOLIDATED STATEMENTS
OF CHANGES IN CAPITALIZATION

Preferred  Common Orther paid-in Accumulated

stock stock capital deficit Totals
(Thousands of dollars)
Balance at
September 30, 1994 ...cccueeiiincrnrianens $ 8,606,247 $93,857  $4,853,194  $(10,438,935) $3,114,363
Issuance of preferred stock:
Operating subsidy ..cocoovviicinreciinninnes 392,000 - = - 392,000
Capital subsidy .....ccoerociii 264,000 - - - 264,000
Mandarory passenger rail
SEIVICE PAYMENLS wvrvreveseeinssresseseesnnss 150,000 - - 150,000
Federal paid-in capital ... = — 119,340 — 119,340
Federal and state capital payments ....... - - 21,233 - 21,233
Net 1688 csvn msmamensmummasmi - - - (808,207) (808,207)
Balance at
September 30, 1995......ccverrvesnrrnnene 9,412,247 93,857 4,993,767 (11,247,142) 3252729
Issuance of preferred stock:
Operating SUbsidy. .. emisnssaivirssssanies 285,700 - - = 285,700
Capital subsidyi o smeanmvnss 213,400 - - - 213,400
Mandatory passenger rail
SEIVICE PAVMENTS ..ovovriererinieeareninans 120,000 - - 120,000
Federal paid-in capital ......cccoovvrvierennne - - 270,842 - 270,842
Federal and state capital payments ....... - - 31,314 - 31,314
NEtlost o mprnnnmnms s - - - (763,578) (763,578)
Balance at
September 30, 1996.....c.ccccnnierennnns $10,031,347 $93,857 $5,295,923 $(12,010,720)  $3,410,407

The accompanying notes are an integral part of these consolidated statements.



Finamncial Information

Nartional Railroad Passenger Corporation and Subsidiaries (Amtrak)

NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

For the Years Ended September 30, 1996 and 1995

NOTE 1: NATURE OF OPERATIONS

The Narional Railroad Passenger Corporation
(Amtrak) is an operating railroad, the controlling
stock of which is owned by the United States gov-
ernment through the United States Department of
Transportation. lts principal business is to provide
national rail passenger transportation service in the
major intercity travel markets of the United States

to the general public. The corporation is grouped

into three strategic business units organized along
geographic and market segment lines. The
Northeast Corridor primarily serves the region
stretching from Virginia to Maine, The West serves
the California-to-Washington state region. The
Intercity serves regions berween the two. Based on
total revenues, the NEC is rthe largest of the three
followed by the Interciry, then the West.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

PRINCIPLES OF CONSOLIDATION

The financial statements reflect the consolidated
operations of Amtrak, its wholly-owned subsidiaries
Chicago Union Station Company (CUS) and
Washington Terminal Company, and its 99%
interest in 30th Street Limited, L. (TSL). All sig-
nificant intercompany transactions have been
eliminated. Certain reclassifications have been made
to the prior year’s statements to conform with the

1996 presentation.

TICKET REVENUE

Ticket sales are recognized as operating revenues
when the related transportation services are fur-
nished. Tickets which have been sold but not used
are presented as “Deferred ticket revenue” in the

Consolidated Balance Sheets.

CONTRACTED SERVICES

The Consolidated Statements of Operations include
the gross revenues carned and expenses incurred under
contractual arrangements to operate various commuter
rail services, to provide access to the Northeast
Corridor and other Amtrak-owned facilities, and to

perform services for freight railroads and others.

41

CASH EQUIVALENTS
Amtrak considers all financial instruments pur-
chased with a marturity of three months or less to be

cash equivalents.

MATERIALS AND SUPPLIES
Materials and supplies, which are stated ar weighted
average cost, consist primarily of items for mainte-

nance and improvement of property and equipment.

PROPERTY AND DEPRECIATION

Property and equipment are stated at cost, and are
depreciated over their estimated useful lives using
the composite straight-line method. Under this
method, ordinary gains and losses on dispositions
are recorded to accumulated depreciation. Property
acquired through capital lease agreements are
recorded as assets and are amortized over their esti-

mated useful lives or the lease rerms.

CasuaLTy LOSSES

Provision is made for Amtrak’s portion of the estimat-
ed liability for unsettled casualty and accident claims.
The current portion of this liability is included in the
Consolidated Balance Sheets under “Accrued expenses
and other current liabilities.” The non-current portion

is classified as “Casualty reserves.” As of September
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National Railroad Passenger Corporation and Subsidiaries (Amtrak)

NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

For the Years Ended September 30, 1996 and 1995

30, 1996 and 1995, the current claims liability
included in accrued expenses and other current liabili-
ties was $57,200,000 and $57,900,000, respectively.

USE OF ESTIMATES
The preparation of financial statements in confor-
mity with generally accepted accounting principles

requires management to make estimates and

assumptions thart affect the reported amounts of
assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial state-
ments, and the reported amounts of revenues and
expenses during the reporting period. Actual results

could differ from those estimates.

INOTE 3: BUSINESS CONDITION AND CASH FLOW

Under its aurhorizing legislation, Amtrak was created

in 1971 ro operate a nationwide system of passenger
rail transportation. This continues to be the mission
of Amrtrak today. To operate the national passenger
rail system and maintain the underlying infrastruc-
ture of that system, Amtrak relies on a combination
of operating and capital subsidies provided by the
federal and state governments to supplement passen-

ger and other revenues generated from operations.

OPERATING SUBSIDY LIMITATIONS

In 1994 Congress and the Administration directed
Amtrak to develop a strategy to achieve operating self-
sufficiency by the year 2002. Accordingly, in
December 1994, Amtrak’s Board of Directors adopted
a strategic and business plan for the period 1995
through 2000 to achieve the elimination or significant
reduction of federal operating subsidies. Assuming
diminishing operating subsidies, Amtrak management
has initiated a variety of fare increases and route and
service adjustments; a corporate restructuring; a sub-
stantial equipment replacement and upgrade program;
a customer satisfaction and service quality focus

program and cost reduction programs.

Although many improvements have resulted from
these actions, their combined effect, along with an
acceleration of planned reductions in the federal oper-

ating subsidy, has resulted in Amtrak not operating

within its annual federal operating subsidy. In two of
the past three years, the federal operating subsidy has
not covered Amtrak’s cash flow gap (excess of cash
expenditure needs over cash inflows). As a resul,
Amtrak has relied on short-term borrowings from
commercial banks (see Note 7 regarding the availabili-
ty of such credit) to sustain operations in the lacter
part of two of the last three fiscal years ($60,000,000
in 1994 and $12,000,000 in 1996). These short-term
borrowings were repaid from the following year’s
federal operating subsidies, thereby, in effect, reducing

the following year’s available operating subsidy.

For 1997, Amtrak projects that it will again not be
able to close the revenue-to-cost gap with the federal
operating appropriation. Amtrak estimates that it will
have a budger deficit (operating loss plus federal and
excess RRTA subsidies plus non-cash expenses) of
approximately $31,000,000 in 1997. Amtrak projec-
tions for 1997 also include $66,000,000 of short-term
bank borrowings in the last quarter of the year and a
one-time permanent use of $40,000,000 of capital
funds to pay interest on debt. Amtrak has historically
paid its interest expense from operating subsidies and

operating cash flows.

CAPITAL SUBSIDIES
Amtrak expects to depend on federal capital expen-

ditures subsidies well into the furure to fund major
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repairs to and replacements of its facilities, railway,
and equipment, i.e., its capital expenditures, and for
repayment of principal under long-term loans and
lease arrangements. Amtrak follows a practice of
borrowing funds (primarily through capital leases)
for its capital equipment expenditures, with U.S.
Department of Transportation concurrence (see
Note 7 for current and planned debr commit-
ments). This practice effectively spreads the financ-
ing cost over the useful life of the asset. Principal
payments for capital leases and debt are funded out
of future capiral subsidies. Major facility and road
way improvements are currently funded primarily

with federal capital expenditure subsidies.

OUTLOOK

Amtrak management continues to seek and plan for
a predictable capital expenditure funding flow;
increased revenues; additional non-federal assis-
tance/subsidies; and legislative and operating

changes to reduce costs and increase efficiency.

Neither management’s success in fully achieving its
plans nor the degree of success that Amtrak’s man-
agement will have in attaining operational self-suffi-
ciency in the time frame and phases established by
the Board of Directors can be predicted.
Furthermore, receipt of sufficient capital expendi-

ture funding is not certain at this time.

Not achieving plans would likely result in such
potential actions as secking reductions in high cost
services and taking other net cost reduction actions.
Because the degree to which Amtrak achieves irs
self-sufticiency plan actions and the actual actions
and events that will occur should Amrrak nort
achieve the desired self-sufficiency cannot be pre-
dicted, no provisions have been made in the finan-
cial statements for the effects, if any, of Amtrak not
achieving the goal of operating self-sufficiency in
the currently mandated pattern, or of Amtrak not
having sufficient capital expenditure funding when
it is needed for current expenditures or to repay

borrowings associated with prior expenditures.

INOTE 4: FEDERAL AND STATE FUNDING

Funds are provided to Amtrak through federal and
state payments for operations and for capital acquisi-
tions and improvements. For funds received from the
federal government, Section 304 of the Rail Passenger
Service Act (45 U.S.C. 544) requires Amtrak to issue
to the United States Secretary of Transportation pre-
ferred stock equal in par value to all federal operating
payments and most federal capital payments received

subsequent to October 1, 1981, as well as capital and

certain operating payments received prior to that dare.

Public Law 104-205 approved on September 30,
1996, provides $565,450,000 in federal funds to
Amtrak for fiscal year 1997, of which $342,000,000

is for operating purposes and designated mandatory

" 43

passenger rail service payments, and the balance for
capital improvements. In addition Public Law 104-
208 approved on September 30, 1996 as the
Omnibus Consolidated Appropriations Act (Act),
provides an additional $22,500,000 in federal operat-
ing funds to Amtrak for fiscal year 1997. These funds
are meant to offset the financial impact to Amtrak of
it not taking those of its planned November 1996
route and service actions that the Act mandated be

postponed until May 1997.

Federal paid-in capital, included in the Consolidated
Statements of Changes in Capitalization, includes
certain funding received from the federal govern-

ment to finance acquisition of and improvements to
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NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

For the Years Ended September 30, 1996 and 1995

property and equipment. In exchange for past and Neither of the notes bears interest, unless prepaid

prospective funding, Amtrak issued two promissory
notes to the United States. The first note matures on

November 1, 2082, with successive 99-year renewal

(which Amrrak does not intend to do). The federal
government’s security interest in Amtrak’s real

property and certain rolling stock entitles it to

terms, and is secured by certain Amtrak rolling repayment plus interest in the event Amurak ceases

stock. The second note matures on December 31, operations, is acquired by another enrity, or seeks

2975, and is secured by Amtrak’s real property. relief under bankruptcy or insolvency laws.

NOTE 5: PREFERRED AND COMMON STOCK

At September 30, 1996, 100,313,478 shares of $100

par value preferred stock were authorized, all of

so that no dividends may be paid on the common
shares prior to the payment of all accrued but unpaid
which were issued and outstanding. During October
and November 1996, 2,332,500 shares were issued at
par value increasing the total number of authorized
shares issued and outstanding to 102,645,978, At
September 30, 1995, 94,122,478 shares were autho-

rized, all of which were issued and outstanding. All

dividends on the preferred shares. No dividends have
been declared. The preferred stockholder is also
entitled to a liquidation preference over common
shares involving a payment of not less than par value
plus all accrued unpaid dividends. Each share of pre-
ferred stock is convertible into 10 shares of common
issued and outstanding preferred shares are held by stack ar the option of the preferred stockholder.

he Secretary of Transportation for the benefit of th
SRR DT SRS L e e At September 30, 1996 and 1995, 10,000,000 shares

federal government. Dividends are to be fixed at a . :
of $10 par value common stock were authorized, of

rate not less than 6% per annum, and are cumularive . B . )
which 9,385,694 shares were issued and outstanding,

NOTE 6: PROPERTY AND EQUIPMENT

Total fixed assets presented in the Consolidated Balance Sheets consisted of the following at September 30,
1996 and 1995 (in thousands):

1996 1995

L OCOMIORINES oennsenne e ersssesas s S $ 647,354 $ 610,745
PaSSengeriEars o s as s sessnsissisis sissns 1,992,870 1,752,033
Oiher-rolling:stock.. .......smnmmnnnrmmns 149,341 144,226
Right-of-way properties.......ccooueiinvininniniininncnns 3,237,020 3,070,833
Other properties.....oeoe oo eceriecceeieecec e, 1,166,037 1,082,170
Leasehold 1improverents:. ... s sumnssssssammssnes 202,860 201,357

7,395,482 6,861,364
Less—Accumulated depreciation

and AMOIrTIZATION .. .vvvieeeeeeeee e (2,605,599) (2,392,902)

Net property and equipment........ccieirinanniens $ 4,789,883 $ 4,468,462

44 o
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INOTE 7: BORROWING ARRANGEMENTS

Toral equipment and other debt presented in the Consolidated Balance Sheets consisted of the following at

September 30, 1996 and 1995 (in thousands):

1996 1995

Current Long-term Current Long-term
Equipment obligations ............. $ 4,751 $292,049 $ 2,318 $158,565
Credit agreements ..........ccccov... 34,500 3,000 8,500 25,500
Notes payable ..o 5,540 31,999 5,540 37,539
Bonds....ocovvvreeieiiieiieeeees - 30,000 - 30,000
Construction 1oan ..........ceeeeveens 4,683 7,506 4,696 12,189
WUBDAG 103 s nssn 130 12,357 130 12,487

$49,604 $376,911 $21,184 $276,280

In 1991, Amtrak entered into an agreement with a
manufacturer for the construction of 140 passenger
cars. In December 1993, Amtrak exercised an option
to have 55 additional cars constructed. Under the
terms of a loan agreement with a third-party lender,
Amtrak has borrowed funds in the form of advances
made by the lender to the manufacturer toward the
base order cars’ and option cars’ construction. Interest
on amounts advanced is being charged to Amtrak
during construction, is payable quarterly, and is being
capitalized. Interest capitalized during the years ended
September 30, 1996 and 1995 totaled $1,280,000
and $4,563,000, respectively. During 1995, reduc-
tions to principal owed took place as portions of prin-
cipal relating to delivered cars were refinanced under a
separate capital leasing arrangement. During 1995,
such principal reductions rotaled $28,263,000
relating to 16 cars delivered under the base order.
Altogether, Amtrak has taken delivery of all 140 cars
under the base order at September 30, 1996.
Principal repayments of all remaining outstanding
advances pertaining to the 140 base order cars are due
in consecutive quarterly installments through

September 2015. Principal repayments of all ouc-
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standing advances pertaining to the 55 option cars are
due in 80 consecutive quarterly installments com-
mencing the third month following the last option
car’s delivery. Amtrak had taken delivery of 53 cars
under the option order at September 30, 1996, with
the final 2 delivered in October 1996. All outstanding
base and option order debt amounts are secured by

the finished passenger cars.

Under a short-term financing arrangement Amtrak
began taking delivery of 50 newly constructed pas-
senger cars in fiscal year 1996, with 38 having been
delivered as of year end. The related borrowing
bears interest at the LIBOR and will be refinanced
on a long-term basis within 60 days following
delivery of the 50th car in early fiscal year 1997.
Accordingly the borrowing is included in long-term
debt in the Consolidated Balance Sheet under

“Equipment and other debt.”

Amtrak has $150,000,000 of unsecured lines of credit
with banks expiring in December 1996. Borrowings
under these agreements bear interest based on the
London Interbank Offered Rate (LIBOR), certificate

of deposit rates, or prime rate. Amtrak pays various
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National Railroad Passenger Corporation and Subsidiaries (Amrcrak)

NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

For the Years Ended September 30, 1996 and 1995

fees on these credit lines. As of September 30, 1996,
Amtrak had drawn $12,000,000 from lines of credit
that expire in December 1996, all of which was
repaid in October 1996,

On December 12, 1996, Amtrak received commit-
ments from a consortium of banks to participate in a
$150 million revolving credit facility. The facility is
available to Amtrak through December 1997. Lines
of credit arranged under this facility are expected to
contain substantially similar terms and conditions as

the agreements which expire in December 1996.

Under a credit agreement, Amtrak has a $9,000,000
outstanding balance at September 30, 1996, bearing
interest at the LIBOR. This amount is being repaid
in $1,500,000 quarterly installments through
March 1998. Under another credit agreement,
Amtrak has a $16,500,000 outstanding balance at
September 30, 1996, bearing interest at the

LIBOR. This amount was repaid in October 1996.

Under a term note, Amtrak has a $6,435,000 out-
standing balance due at September 30, 1996,
bearing interest at the LIBOR. This amount is
being repaid in $585,000 quarterly installments
through June 1999. In December 1993, Amtrak
acquired a parking facility located in Chicago in
exchange for a $20,000,000 promissory note
bearing a fixed rate of interest and due in full in
December 2003. The seller has secured a mortgage
on the facility as well as an irrevocable uncondition-
al $4,000,000 letter of credit as collateral.

At September 30, 1996, CUS is obligated to repay
$11,104,000 under a noninterest bearing note
payable. The note is being repaid in $3,200,000
annual installments each October 31st through
1997, and on November 2, 1998. The remaining
balance is then due on November 1, 1999. Amtrak

is guaranteeing payment of all amounts due.

Included in TSLs long-term debt at Seprember 30,
1996 are $30,000,000 of Philadelphia Authority for
Industrial Development tax-exempt private-activity
bonds (Bonds) issued for the benefit of TSLs rehabil-
itation of 30th Street Station (Station) in the city of
Philadelphia, Pennsylvania (City). The Bonds were
issued on December 30, 1987, mature on January 1,
2011, and bear interest at a fixed or variable rate as
stipulated in the bond indenture. Interest is payable
until maturity at intervals determined under provi-
sions in the bond indenture. No amortization of
bond principal prior to maturity is required. Amtrak
is required to make annual deposits into a sinking
fund to be used to pay off the bonds when they
mature. As of September 30, 1996 Amtrak’s aggre-
gate deposits into the fund were $2,200,000. Since
the Bonds are subject to optional tender by the
bondholders, TSL has executed a Liquidity Facility
which provides funds to purchase the Bonds surren-
dered under the optional tender provisions.

TSL has a construction loan agreement which at
TSLs option bears interest at the LIBOR or the prime
rate. Principal repayment is due in annual install-
ments each April to be paid in full by November 17,
1998. The loan is secured by a leasehold mortgage on
TSLs right and interest in the Station.

TSL has an obligation to the City under an Urban
Development Action Grant (UDAG) loan agree-
ment as of September 30, 1996. Principal is being
repaid in $130,000 annual installments each
November 29th through 2011 with the balance due
on November 29, 2012. The City’s rights under the
UDAG loan agreement are secured by a leasehold
mortgage. The UDAG loan bears no interest.

The weighted average interest rate on all interest-
bearing borrowings was 7.2% and 7.5% per annum
at September 30, 1996 and 1995, respectively.
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At September 30, 1996, scheduled maturities of long-term equipment and other debr over the next five years

are as follows:

Year Ending Amounts
September 30 (In Thousands)
T T s v s S S S O VR S A SRS S F VN £ 4R S R R SR SRR SRR § 49,604
LKL SO T OO OO O U TP SO P ST OO P USSP PRPPRORPION 19,744
DL L TSSOSO OSSOSO P OO OP OO OP NPT OPPPPRPTR 14,890
D00 oo smswsmssss ssnsysnsmenss spnmsnansssssanannssnasannnaras s seasnssarensssdlds B A R B R 9,161
1 T e T T 8,486
ThETEATTET cuouvisc s o e e e S R s b P e R ah Sy P e v 324,630

$426,515

NOTE 8: LEASING ARRANGEMENTS

CAPITAL LEASES

Amtrak leases items of equipment, primarily passenger cars and locomorives, under capital leasing arrangements.
At September 30, 1996 and 1995, the gross amount of assets recorded under capital leases was $638,505,000
and $603,722,000, respectively, with accumulated amortization of $130,960,000 and $100,283,000, respective-

ly. At September 30, 1996, future minimum lease payments under capital leases were as follows:

Year Ending Amounts
September 30 (In Thousands)
TOOT .. coscennsssnonsesnnsinsnyssnnenmas snsssmsssasss sontsamsamsssssasaqssansmanasasansanssanensanssnassns snes wes s sos S TULIT AT ISS $ 47,787
LOTB.ooesssenrmnmnnnnsnnnnsmnsnnnsissnsansassesssssarannannnss b s A R I R T e s 50,480
0D s psenmennms sessssss s s B e L e L R I S 55,180
D000 simismonrns s o T e S S A T S SR ey R R AR MR R R PR S R R e 54,313
DO s vomsvossoss s s s AT s vy o o5 T a0 ERN Y G eSS4 S A SN L R F R e A P N FA R S L et Sae G 62,160
BT (2L o U Oy N T, 728,160
998,080
Less amMOUNT rePresentilg IMTEIEST .uvowueuriiieieecteicecea ettt bbbt 437,600
Present value of minimum lease payments at September 30, 1996.....ociiviiiivinniniiiieic $560,480

v



Financial Information

Nartional Railroad Passenger Corporation and Subsidiaries (Ametrak)

NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

For the Years Ended September 30, 1996 and 1995
OPERATING LEASES
At September 30, 1996, Amtrak was obligated for the following minimum rental payments, principally for

station and office space, under operating leases that have initial or remaining noncancelable lease terms in

excess of one year:

Year Ending Amounts
September 30 (In Thousands)
DO T ivianscnsniis v ovvvssnan s s oo s S S A S S R S e RS SRS R A PR $ 9,801
| SRRSO 8,166
T000 ettt ettt ettt ettt e At et e et e et e e s beeA b e e te oAt e e eReessenaeeReesbeeseenseseneens 6,370
2000 ettt e e e e e e e ——aaaaa e e e ee et e e e e antteea et tneeeeaanteeeeeinntaeaatrrreeeinns 6,139
O T T o SO N 5,564
1T o 66,589
.................................................................................................................................................... $102,629

Rent expense for the years ended September 30, 1996 and 1995 was $28,805,000 and $25,236,000, respectively.

NOTE 9: CONTINGENCIES

Amtrak is involved in various litigation and arbitra- Amtrak has self-insured certain risks with respect to
tion in the normal course of business. While the losses for third-party liability and property damage.
outcome of these matters cannot be predicted with Insurance coverage for liability losses from
certainty, it is the opinion of management and $10,000,000 to $200,000,000 is provided through
counsel that the disposition of these matters will a railroad industry captive insurance company and
not materially affect Amtrak’s consolidated financial commercial insurance companies.

statements.
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NOTE 10: RETIREMENT BENEFITS

PENSION PLAN

Amtrak has a qualified noncontributory defined benefit retirement plan held in trust covering nonunion
employees and certain union employees (Plan). Benefits are based on years of credited service, and the
employee’s average compensation during the five highest consecutive years, Amrerak’s funding policy is to peri-
odically contribute amounts recommended by outside actuaries. The following tables set forth the Plan’s
funded status, amounts recognized in the Consolidared Balance Sheets at September 30, 1996 and 1995, and

components of the net pension expense for 1996 and 1995 (amounts in thousands):

1996 1995
Actuarial present value of benefit obligations:
Accumulated benefit obligation, including vested
benefits of $81,170 and $77,573, respectively......cccccvrueennnne. $ 82,013 $ 78,398
Plan assets at fair value, primarily fixed income - -
investments and listed stocks...ooooveeer oo $121,085 $109,298
Projected benefit obligation for service rendered to date.............. 101,328 100,468
Plan assets in excess of projected benefit obligation ..................... 19,757 8,830
Unrecognized prior service cost being amortized over 13.9 years. 5,031 5,900
Unrecognized - etgaini e mmsmim i s (29,203) (18,187)
Unrecognizcd net asset existing at October 1, 1986
being amortized over 11.6 years ........cccocccveeirininirininineeee, (1,735) (2,781)
Accrued pension expense recognized in
Consolidated Balance Sheets .....cc.oovveeoveoeeeeeee e $ (6,150) $ (6,238)
Net pension expense for 1996 and 1995 included the
following components:
Service cost—benefits earned during the period...........ou..... $ 3,837 $ 3,766
Interest cost on projected benefit obligation ....ccooevvvvceninenn, 7,059 6,852
Actual return on Plan assets ..ovvvveeeerieiieeeeeeeeeieeeeeieeeeeeeneens (16,580) (16,267)
Net amortization and deferral ...........cccooinrieviieiniecsieinninns 6,695 7955
Curtailment Faif s s a s (1,394) (2,051)
INer pension (Eredit) EXpensems muavmeimmsesimms s am $ (389) $ 255

The weighted average discount rate used in determin- pension cost at September 30, 19806, is being amor-

ing the projecred benefit obligation was 7.5% in 1996 tized over the remaining average service life of Plan

and 1995. The projected rate of increase in future
compensation levels was 4.0% in 1996 and 1995.
The assumed long-term rate of return on Plan assets
was 8.00% in 1996 and 1995. The unfunded accrued

members, and $511,000 and $819,000, net of amor-
tization, is included under “Postretirement employee
benefits obligation” in the Consolidated Balance

Sheets at September 30, 1996 and 19953, respectively.



Financial Information

National Railroad Passenger Corporation and Subsidiaries (Amrtrak)

NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

For the Years Ended Seprtember 30, 1996 and 1995

OTHER POSTRETIREMENT BENEFITS

Amtrak provides medical benefits to its retirees and life insurance to some retirees in limited circumstances.
Substantially all salaried employees may become eligible for medical benefits if they meet the service require-
ment and reach the normal retirement age while sdill working for Amtrak. Company-provided medical
benefits are reduced when covered individuals become eligible for Medicare benefits or reach age 65, whichev-
er comes first. Medical benefits are subject to copayment provisions and other limitations. Amtrak continues
to fund its postretirement benefits program on a pay-as-you-go basis. Cash payments on these benefits were
$3,318,000 and $2,526,000 for 1996 and 1995, respectively. Railroad agreement employees’ healthcare and
life insurance benefits are covered by a separate multiemployer plan, and therefore are not subject to the provi-
sions of this statement. The following tables set forth the liability recognized in the Consolidated Balance
Sheets at September 30, 1996 and 1995 and components of the net postretirement benefits expense for 1996

and 1995 (amounts in thousands):

1996 1995
Accumulated postretirement benefit obligation:
Former employees..........coiieremrnieenicecee s $ 38,288 $ 32,170
Fully eligible active employees .....ooovieviiviccccccec 7,664 6,886
Other active employees........ccceceeeiiemreeeniiieeeaeeen e ssens 31,983 35,781
Unrecognized net B s T O TR 28,197 29,288
Total postretirement benefits liability......coooovveeiniiciinicninee $106,132 $104,125
Ner postretirement benefits expense for 1996 and 1995
included the following components:
Service cost—benefits earned during the period.....c.cocceveennne. $ 2,488 $ 2,823
Interest cost on accumulated benefit obligation........ccccoveev. 5,461 5,239
INEE AMOTTZATION 1otttvireeetreeetee et e eeeeeeeeteeeseeeeeeeeseeeeeeeaeeeaeeeeen (1,450) (1,388)
Curtallient Bl wusmnaismiimmasmnrs s (1,174) (5,308)
Net postretirement benefits expense..........cccocvvreerinseneeninn, $ 5,325 $ 1,366
The weighted average discount rate used in deter- 1997, then gradually decrease to 4.5% by 2002,
mining the accumulated benefit obligation was and remain at thar level thereafter. If the assumed
7.5% in 1996 and 1995. For measuring the healthcare cost trend rate were increased by one
expected benefit obligation, 7.5% and 8.0% annual percentage point each year, the 1996 net postretire-
rates of increase in the per capita claims cost were ment benefit expense and the related accumulated
assumed for fiscal years 1996 and 1995, respective- benefit obligation would increase by $1,488,000
ly. This rate was assumed to decrease to 7.0% in and $12,760,000, respectively.

L 5O
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NOTE 11: ENVIRONMENTAL MATTERS

Some of Amtrak’s past and present operations
involve activities which are subjecr to exrensive and
changing federal and state environmental regula-
tions which can give rise to environmental issues.
As a result of its operations and acquired properties,
Amtrak is from time to time involved in adminis-
trative and judicial proceedings and administrative

inquiries related to environmental matrers,

In 1976, Amrrak acquired its Northeast Corridor
properties. These properties had been occupied and
used for many years by a railroad which had
declared bankruptcy during the early 1970%s. It is
Amtrak’s policy to capitalize recoverable remedia-
tion costs for properties acquired with existing envi-
ronmental conditions and to expense remediation
costs incurred on properties for environmental
clean-up matters occurring after acquisition. This

reserve is periodically adjusted based on Amtrak’s

present estimate of the costs it will incur related to
these sites and/or actual expenditures made. At
September 30, 1996 and 1995, the reserve balance
stood at $39,454,000 and $47,475,000, respecrive-
ly. Of these amounts $38,458,000 and $45,775,000
relate to estimated capitalizable costs to be incurred
as of September 30, 1996 and 1995, respectively.
Accordingly, at September 30, 1996 and 1995, a
deferred charge for each amount is included in the
Consolidated Balance Sheets under “Deferred
charges and other”. Amtrak has not recorded any
receivables for recoveries from other parties or from
i[lSLll‘;lﬂCt: bCCallSC SU.Ch r@C()VCI’iCS are not SUFﬁCiCnt'

ly certain.

Amtrak’s managemenr and counsel believe that
additional future remedial acrions that might be
taken or 1'r:quired, if any, will not be material to

Amtrak’s financial position.

NOTE 12: SALE OF TAX BENEFITS

Pursuant to provisions of the Economic Recovery Tax
Act of 1981, Amtrak sold the rights to the tax
benefits associated with certain qualified assets.

Revenue 1s recogni'f.cd in other revenues to the extent

restrictions have been lifted and funds released to

Amtrak. For the years ended Seprember 30, 1996 and
1995, Amtrak recognized revenue of $9,191,000 and
$36,933,000, respectively, from these restricted funds.

Information



Financial Information

National Railroad Passenger Corporation and Subsidiaries (Amrtrak)

NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

For the Years Ended September 30, 1996 and 1995

NOTE 13: FAIR VALUE OF FINANCIAL INSTRUMENTS

For cash and cash equivalents and accounts receivable, the carrying amounts approximate fair value because of
the short maturities of these instruments. The carrying amounts of the credit agreements, bonds, construction
loan, and portions of notes payable and equipment obligations approximate fair value. All charge interest at

rates that are periodically adjusted to market.

The estimated fair values of remaining equipment obligations and notes payable were based upon discounted
cash flow analyses using interest rates available to Amtrak and CUS at September 30, 1996 and 1995 for debt
with the same remaining maturities. Although by nature interest free, the UDAG loan was also valued based
upon a discounted cash flow analysis using September 30, 1996 and 1995 market inrterest rates. The estimated

fair values of these financial inscruments are as follows (amounts in thousands):

1996 1995

Carrying Fair Carrying Fair

Amount Value Amount Value
Notes pavable.. i $ 37,539 $ 27,646 $ 43,079 $ 31,056
Equipment nb]igations ......................... $296,800 $303,886 $160,883 $170,661
UDAG [0an oo $ 12,487 $ 4,337 $ 12,617 $ 3,892

NOTE 14: RESTRUCTURING CHARGES

In 1994, Amtrak announced its plan for a major reor- During 1996 and 1995, workforce and equipment
ganization of the corporation around definable strate- related charges were made against the reserve. As of
gic business units (SBUs) and as a result recorded a September 30, 1996, $15,213,000 of the reserve
restructuring charge. The charge included severance remains to be utilized in future years primarily for
and other personnel reduction costs, as well as the remaining equipment writedowns.

writedown of old and inefficient rol]ing stock to be

disposcd of as routes and services were adjusted.

52
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NOTE 15: SUPPLEMENTAL CASH FLOW INFORMATION

For the years ended September 30, 1996 and 1995, Amtrak engaged in the following investing and financing

activities that affected recognized assets and liabilities, but did nor result in a change in cash and cash equiva-
lents (amounts in thousands):

1996 1995
® Net increase in obligation due to third-party
lenders in connection with the construction
and lease reﬁnancing of passenger cars $112,810 $69,408
® Interest earned on escrowed proceeds of tax benefirs sales $ 112 $ 2,375
® Capital lease obligations incurred in connecrion
with the leasing of new equipment $ 34,160 $47,968

Cash interest of $62,890,000 and $43,411,000 was paid during the years ended September 30, 1996 and
1995, respectively.

g3 -



Financial Information

Management is responsible for the preparation and that the cost of a system of internal controls must
integrity of the consolidated financial starements be related to the benefits derived.

presented in this Annual Report. These statements . . ;
) ) An important part of the internal controls system, is
have been prepared in accordance with generally . o )
. o . ) Amtrak’s intent to maintain a high standard of
accepted accounting principles applied on a consis- ) ) ) i
. o ethical conduct in all business activities. Internal
tent basis and necessarily include some amounts . .

) ) accounting controls, operating controls, as well as a
that are based on management’s best estimates and ) ]
) . ) corporate rules of conduct and a business ethics
judgment. Management considers that the financial : .

) , ) o policy, are documented and communicated to all
statements present fairly Amtrak’s financial position,
) levels of management.

resuls of operations, and cash flows.

. . o The Board of Direcrors reviews the system of
To meert its responsibility, management mainrains a . . i
_ . . internal controls and financial reporting. The Board
comprehensive system of internal controls, policies .
S meets and consults regularly with management, the

and procedures to assure the proper authorization of ) . )
) ) . internal auditors and the independent accountants
transactions, the safeguarding of assets and reliabili- . .
L ] . to review the scope and results of their work. The

ty of financial information. The system provides _ )
accounting firm of Price Waterhouse LLP has per-
reasonable assurance, not absolute, that the related ) o )
.. . . formed an independent examination of the financial
records fairly reflect all transacrions in accordance )
) ‘ , o statements and has full and free access to meet with
with management’s authorization, and are properly . .
. ) ) the Board, without management representatives

recorded so that reliable financial records are main- . .
_ . : present, to discuss the results of the audit.
tained and reports can be prepared. The concept of

reasonable assurance is based on the recognition

e

Thomas M. Downs Alfred S. Altschul
Chairman, President and CEO Chief Financial Officer
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