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== The New Amitrak

Amtrak made dramatic changes for the better
in 1995.

It was a pivotal year for America’s passenger rail corporation.
We restructured our company, making it financially more viable and

better able to meet the challenges of the coming decade.

We modernized our equipment, made our routing more efficient, and found

inventive new ways to meet the special regional needs of our passengers.
We required no short-term borrowing of any kind.

We created new partnerships with state and local governments, as well as
g
private companies, to ensure continued Amtrak service throughout the

nation.

We conducted public forums around the country to invite comments about

hOW Wwe can bC[tCI’ SCIVE our passcngers.

We effectively made our case to local, state and federal officials that passenger
rail is an essential component — a vital link — in a'balanced national

transportation SYStEIIl.
The Bottom Line?

In 1995, Americans and foreign travellers throughout the country took more
than 55 million trips aboard Amtrak-operated trains. We understand that our
customers count — and that we're in the business to provide them with a

safe, convenient and affordable way to travel.

The Amtrak of tomorrow will continue to put our customers’ needs first —
and to keep searching for fresh ways to maintain the loyalty of our passengers

and convince new riders that Amtrak is a great way to travel in America today.
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Letter

‘from the President

very day in

1995, thou-
sands of Americans
came aboard
Amtrak trains in
more than 500

communities

throughout our nation. Many took
trains to commute to work; some to
visit friends and family; others simply
to take in the many scenic wonders
of the United States. Students.
Grandparents. Executives. Young
families on their first vacation. In
all, Americans and foreign visitors
boarded Amtrak for 55 million trips
on commuter, short, medium and
long-distance passenger rail service.

These customers are the soul of
Amtrak; and today, more than ever,
Serving our passengers remains our

highest priority.

Last year, we made dramatic changes
— always with our passengers in
mind. First and fundamentally, we
restructured the company to ensure
its financial stability. Under the
masterful guidance of Betsy Reveal,
Amtcrak’s Chief Financial Officer,
the company developed a plan to
streamline the system, make routes
more efficient, and upgrade services
even though this required making
tough financial choices. This plan,
embraced by the Board of Directors,
was successfully implemented by
Amtral’s talented management team
and dedicated employees.

Passenger loyalty is important to us.
We were especially grateful that,

through all these adjustments, our
customers stayed with Amtrak. Last
year, we asked for input from our
passengers in seven public forums
held throughout the country. The
more than 2,000 participants in
these dialogues voiced their strong
support for a national passenger rail
system. They told us what they liked
and didn’t like about our trains. We
listened. We are still listening and
acting on their comments.

In 1995 we also welcomed the
support of state and local authorities.
Eight states increased their financial
support in partnerships using state
funds to help maintain Amtrak
services in their cities and towns.

Clearly, the hardest part of the

year was the necessity of reducing
the workforce to achieve this turn-
around. Fortunately, our success in
retaining ridership and revenue, as
well as the improved partnerships
with states, resulted in half as many
lay-offs as we anticipated. However,
over 2,200 dedicated employees left
our employment, including over 600
managers. While it troubles me
when even one employee loses a job,
I am grateful there were fewer losses

than we expected.

Amtrak has become and will

remain a vital link in the national
transportation network — reaching
many communities that have neither
air service nor bus transportation
available. Passenger rail is a
welcome alternative to automobile
travel — helping to cut down on

highway congestion and air pollu-
tion, while moving more people,

more safely.

As the National Safety Council has
concluded, passenger rail remains
one of the safest ways to travel.

We continue to maintain that record
by assuring that all Amtrak trains are
kept in top condition, operated safely,
and that our on-board personnel are
well trained for any emergency.

As we enter the next fiscal year and
mark our 25th anniversary, Amtrak
is crackling with new energy and
enthusiasm. With the leadership of
a dynamic and active Board of
Directors — and the continued
dedication of able and committed
staff — Amutrak proudly makes this
pledge: to make customer comfort
and satisfaction our highest priority,
and to invest in rail passenger service
for the long-term so that our trains
can Carry our ﬁl[llre Pﬂ.ssengers Wlth
pride and with confidence into the
21st century and beyond.

When we say “Welcome Aboard,”
we want our customers to know
that we are grateful chat they chose
Amtrak and that we are there to
make their travel as pleasant as we
can. We are always mindful that
today, Amtrak’s future looks bright
because of the people we are proud
to serve.

Sincerely,

Thomas M. Downs
Chairman and Chief Executive Officer




A turnaround plan

THE BEGINNING

l n 1970, Congress established Amtrak,
the Nartional Railroad Passenger
Corporation, to keep passenger trains
running when private railroads were
abandoning passengers for more lucrative
freight business. Amurak’s mandate was
to provide a modern, affordable and
energy-cfficient mode of transportation,

accessible throughout the United States.

While the creation of Amtrak was a
welcome and much needed development,
the company inherited a railway in need

of repair and modernization and a

A LOOMING FINANCIAL CRISIS

Amrtrak’s financial situation began to
worsen in the mid-"80s, as federal capital
support all but disappeared and operating
losses, which rose dramatically from 1971
to 1983, did not improve with a $745
million average loss per year from 1984
to 1994. Capital investment was
inadequate. By the early ‘90s, Amtrak’s
cash balance had declined considerably.

By October 1994 Amtrak faced a
financial crisis. Economic forecasts
indicated that a $240 million cash
shortfall would occur by September of
1995 unless major cost and revenue

actions were taken. Both the

routing system that was ill planned. At
the same time, the new company was
undercapitalized and therefore unable to
make the changes necessary to become a
commercially successful railway system.
During the late “70s and early ‘80s, the
federal government made a substantial
capital investment in Amtrak. Also at that
time, higher gasoline prices and increased
concerns about air quality brought more
riders from the highways onto the trains.
The result was a healthy level of ridership

and stable revenues.

Administradion and the Congress were
questioning continued federal support.
Investors were growing increasingly
concerned about the lack of clarity in the
federal commitment to passenger rail and

the deteriorating financial indicators.

Attendants’ mr.ﬂﬁ;r?m were [i‘iJ(‘L_/)’ and

modern in Amtraks early days,
but the company inherited a railway
in need of repair.

Amirak’s financial situation began to

worsen in the mid-’80s, as federal capital

support all but disappeared.
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SOLVING THE PROBLEM

When the Board of Directors met in
December of 1994, it was clear
thata plan had to be underraken to save

the company. In recognition of the

changing legislative environment, the

Summary of Business Plan Actions
Percent of Target Achieved

Pricing Adjustments

Other Revenue
Commuter Contracts (Net) 170%
Management Reduction

Labor Full Time Equivalent Reduction
Equipment Retirement

Legislative Dependent Productivity

IS & Corp Back Office Productivity
Purch, Util, and Other Productivity
Maintenance of Way Productivity I 175%
Route & Service Actions Net Cont.

Net Bottom Line [mm

0% 50% 100% 150% 200%

Board adopted the aggressive goal of
phasing out the need for federal operating
subsidies by 2002. It planned to do this

through more businesslike, customer-

The FY95

Strategic ‘focuscd practices nilak-ing the company
investment-ready for increased federal

Business Plan capital ﬁmding. This policy represented

i focuted a marked change from

the annual scramble for

on two things: adequate operaring
Survivail ard ﬁmf:ls toa s[rongcﬁr
capital base ensuring the
transition to corporation’s long-term
a new Amirak... future. The challenge
was to adopt an aggres-
sive financial manage-
We achieved both. ment plan without
harming the future of
the company by cutting
too deeply and adversely
affecting the quality

of service.

The plan the Board and management
developed was designed to capitalize com-
mercially on Amtrak’s route and service
system and, at the same time, increase
customer satisfaction and product quality.
The plan was structured ro significantly
reduce costs while enhancing strategic
partnerships with states, localities and

transit authorities.

A major reorganization was needed
because the company was not properly
structured to implement an aggressive
and market-focused strategy. The process
of regrouping into strategic business units
(SBUs)—already underway even before
the full magnitude of the financial chal-
lenge was evident — was accelerated.
Amctrak’s Northeast Corridor unit (NEC)
started operation in October of 1994;
Intercity Rail Service (Intercity) in
January of 1995; and Amtrak West in
March of 1995.

The FY95 Strategic Business Plan was
focused on two things: Survival and

transition to a new Amtrak...

We achieved both.

The creation of strategic business units has brought Amtrak’s decision-

making closer to the platform. Metroliner conductor Walter Garrett has

served Amtrak customers since 1984.




REACHING OUR GOALS

y the end of the fiscal year, Amtrak
B reached 101% of the plan’s finan-
cial goals!" Compared to Amtrak’s pro-
jected performance before implementing

changes, Amtrak achieved:

B $171 million botrom-line

improvement in FY 1995;

B $320 million improvement on an

annualized basis (in “96 dollars); and

B 84% of the original annualized goal

before state service “buybacks.”

As a result of the success of the 1995
Strategic Business Plan, Amtrak’:

B  Cur its operating losses® down to
$808.2 million;

B  Cut net operating losses' down
to $266.2 million;

B Closed the budget deficit to
$12.3 million’; and

B Ended the year with $29.9 million
in cash and cash equivalents and no
outstanding short-term borrowings
under Amcrak’s lines of credit —
instead of a $240 million cash
shortfall in FY 1995 as originally

projected.

Amtrak reduced base core business®
expenses by more than $161 million’
(or 7.5%) in FY 1995 and $318 million

(or 16.4%) on an annualized basis.

! Excluding restructuring charges of $14.5 million
Including $14.5 million in ressructuring charges

* Total revenues (including state subsidies) minus rotal expenses

' Operating losses plus federal operating and excess RRTA subsidies

* Net operating loss plus non cash expenses such as depreciation

“ “Core business” refers to all non-commuter passenger and related
rail business and excludes commuter contracts and
reimbursable agreements

Compared to FY95 projections before plan actions

Amtrak's Board adopted the aggressive goal of phasing out the need
[for federal operating subsidies by 2002. Above, Board member
Celeste Pinto McLain.

Total revenues were $151.5 million
higher than plan for the year and core
business total revenues were $61.5
million better than plan for the year.
Core business expenses were $55.1
million off plan, due to service
“buybacks,” other necessary route and
service actions, $22.4 million in claims
adjustment, and $14.5 million in
restructuring expenses not anticipated at
the time of plan adoption. The operating
loss was $6.4 million better than plan

f() r tht‘ year.

The bottom line
for Amtrak is this:
For FY 1995, the
company put
forward a bold
Strategic Business
Plan to turn
around the
company — and
we accomplished

that plan.




HOW WE DID IT :

Throughout FY 1995, the company
vigorously pursued:

Eliminating management overbead by delayering and
decentralizing the management structure and by
encouraging voluntary severance and early retirement
through buyout packages

Target: 352 Full Time Equivalent positions

Eliminating economically poor performing routes
or reducing their frequency

Target: $53 million®

Retiring all non-essential equipment
Target: 390 cars/locomotives

Implementing ticket price changes based on most
popular and profitable ridership times and days
Target: $21 million

Increasing efficiency through reduced crew size,
out-sourcing and other actions dependent on contract
and legislative changes

Target: $18 million

Reforming purchasing and re-engineering to improve
4 4 4 '3
productivity in car and locomotive maintenance

Target: $9 million

Improving maintenance-of-way productivity through
improved work assignments, contracting of work and
investment in new equipment and infrastructure

Target: $4 million

Modernizing/re-engineering information technology

and back offices in several areas, including: payroll,
revenue accounting, accounts receivable, accounts payable,
human resources, and capital accounting

Target: $4 million

Generating greater food revenue through various initiatives
Target: $3 million

Developing greater commuter business, like the addition
of the San Diego contract, and improving profit margins
and developing other potential customers

Target: $1 million

¥ The net target is adjusted for service bought back by states.

he business plan was a success

because Amtrak embarked on a
series of specific cost-cutting and efficien-
cy measures. The list was long because
the task was enormous. In order to reach
its bottom line financial goals, Amtrak
identified specific actions to eliminate
$201 million in FY95 expenses translat-
ing to $431 million in annual expenses.
Central to the Board’s strategy was to
substantially reduce overhead and other
expenses without losing the company’s

revenue base: Amtrak customers.

The bottom line for Amtrak is this:

For FY 1995, the company put forward
a bold Strategic Business Plan to turn
around the company — and we

accomplished that plan.

For example, in the Strategic Plan there
were three areas identified as critical to
improving revenue. They were (1)
pricing adjustments, (2) food and
beverage revenue and (3) net commucter
contract activities. In each of these areas,

we met or exceeded the 1995 plan targert.

On the expense side, Amtrak exceeded
management overhead reduction targets
by 12.2% on an FTE basis, however
achieved only 51.2 % of our labor FTE
reduction goal. This was due to a
number of factors, including required
legislative and collective bargaining
changes that did not occur as anticipated,
and certain route and service related cost
reductions in the Intercity SBU and
parent/service centers which were not
fully realized in FY95. However, Amtrak
did reach 80% of the plan’s targeted
purchasing, utilities and other expense

reduction and managed to achieve 175%




of the plan’s targeted maintenance-of-way

expense reduction.

To achieve the goals of the business plan,
Amtrak reduced its workforce by a net
1,968 employees and achieved a 2,310

full-time equivalent workforce reduction.

Amtrak also eliminated or reduced the
frequency of its poorer performing
routes. However, the company was able
to reduce routes and service without
significantly impacting riders. Route
and service actions resulted in revenue
reductions amounting to only 56% of
that expected in the plan while the
related expense savings achieved were
103% of that expected in the plan.

As shown on Graph 1, the combined
revenue loss and expenses saved on
route and service actions (not including
state buybacks) mean thar 128% of

the bottom line target was achieved

(see Chart 1, page 12, for a list of route

and service actions).

Amtrak also reduced costs and increased
profitability by streamlining the fleer.
The company increased the availability of
cars for revenue service, while making an
overall reduction in the size of the active
fleet (see Graphs 2 and 3). There has,
nevertheless, been very little change in
the average age of locomotives and cars

as shown on Graph 4.

Overall, the expense reductions represent
74% of the original $431 million annual-
ized savings target and 102% of the
adjusted target (after state buybacks) on
an annualized basis. The FY 1996-2001
plan demonstrates that Amtrak can
reduce costs to become a leaner, more

entrepreneurial and competitive
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Chief Financial Officer Betsy Reveal led
development of the plan to streamline
Amtrak. Board member Roy Neel and

president Tom Downs presented her a

mintature business plan in recognition

of her wark.

company. However, revenue increase
and reduced costs do not complete the
equation. Amtrak must have adequare
capital investment for technology and
equipment, as well as legislative and labor
contract changes as
part of the corporate
reengineering

process.

THE FUTURE

T he process

of securing

a financially,
commercially, and
politically viable
future for Amrrak is
by no means over.
Huge capiral needs remain unmet, and
Congress has reduced federal support
faster than the phase-out anticipated in
Amtrak’s multi-year plan. These factors
add to current financial pressures, and
the restructuring of the organization

remains a continuing challenge.

But while the expense savings goals have
been important, the best news is what
Amtrak has achieved on the “bottom-
line” profit and loss. By combining
expense reductions with service
improvements, Amtrak has improved

its value to our customers and
established a firm foundation for

continuing improvement.

However, because of the actions taken in
FY 1995, Amtrak has laid an excellent
foundation to address those challenges

and Amtrak’s future.

The results of the FY 1995 business

plan have clearly reversed the direction
of a trend (see Graph 5) toward ever-
increasing operating losses. However,

as seen in Graph 6, the operating losses
still pose a significant challenge for
Amtrak to overcome in the coming years,
especially with rapidly declining federal

operating subsidies.

Ih less than ten months Amh"ak made incredible strides. Amtrak:

H Cut .éore'business' operating expenses by nearly $318 million on an
annualized basis.

B Kept ridership and passenger revenue virtually even with last year
even though we reduced total service by 16% on an annualized basis.

H Continued to improve nearly all critical operating indicators, includ-
ing on-time performance, employee and passenger safety, and average
availability of equipment — even while we eliminated 2,310 full time
equivalent (FTE) positions on an annualized basis.

Improved our cash position significantly from September of 1994 to
September 1995.




As we approach fiscal year 1996 and
beyond we have a dual challenge: to
solidify the progress that has been made
and to move even more aggressively to
determine how Amtrak’s and passenger

rail’s future can best be secured.

Those challenges must be met in
ways consistent with our core

corporate values:

CUSTOMERS...
They come first.

EMPLOYEES...

The strength of
our product.

EXCELLENCE...

Our commitment to
quality and safety.

INTEGRITY...

Truth even when it hurts.

TRAINS...
Our passion.

Riders stayed with Amtrak this year despite service reductions.

GRAPH 6
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Customerds

The Superliner lounge on Amtraks

Capitol Limited appeals to all ages

.=« They Come First

OUR GOAL

To consistently deliver
high-quality, safe, on-time
rail passenger service that
exceeds customer
expectations.

s ome of the best news during our
financial crisis of the past year came
from Amtrak’s loyal customers: They
stayed with us despite dire predictions of
our demise. Customer satisfaction is the
key to Amtrak’s future — whether inter-
city or commuter rail passengers, or
federal, state, local or private institutional
customers. Amtrak believes improving

product quality and exceeding customer

With the help of a leading market
research firm, Amtrak began monitoring
system-wide customer satisfaction in May
1995. Monthly
surveys of 18,000
randomly selected
recent Amtrak passen-
gers were conducted to
measure customer sat-
isfaction with 13
critical aspects of
service. Results are
quantiﬁed in a

customer satisfaction

index for each SBU

Business travelers and others who depend on passenger rail spoke
(=)

out in national forums this year.

and its individual

expectations are the surest ways to
achieve both growth and long-term

financial success.

The business plan required that we
reduce our annual train miles by 16%
by eliminating or adjusting frequency on
the poorest-performing routes. Despite
this reduction, our 1995 ridership levels
were only 2% lower than that of 1994.
Ticket revenue this year held equal with
FY 1994 at $808 million. In fact,

over the last nine months of the year,
passenger revenue exceeded that of the

previous year.

FOCUS ON QUALITY

routes. This has proven to be valuable
information for a company committed
to improving service and delighting

customers.

For example, the Northeast Corridor,
responding to customer comments about
toilet conditions, convened focus groups
on bathroom cleanliness and produced

a 30-minute video of focus group
comments to be used as a training tool
for coach cleaners. A 120-day toilet
sanitation program and installation of
new exhaust ports in all Amfleet I toilet
equipment also were initiated to respond

to this new customer research.




LISTENING TO CUSTOMERS

I n seven public forums on Amtrak’s
future held across the nation in
carly 19935, Americans spoke out about
what they want and need from the
nation’s passenger rail system. Seven
locally hosted regional forums — in
Wisconsin, Mississippi, California,
Ohio, Pennsylvania, Texas and
Washington state — arttracted more
than 2,000 participants and 50
presenters, with hundreds more

contributing ideas in writing.

Five themes emerged from the forums,
providing the foundation for recommen-
dations by a subsequent workshop of
forum participants to Amtrak and the

Congress:

CREATING NEW PARTNERSHIPS

B America must have a
national passenger

rail system;

B Amrtrak must have a
dedicated and stable
capital investment

sOource;

M Amtrak must serve
as an integral part
of a national

intermodal passenger

transportation

Seven forums were held, including

system; one in Racine, Wisconsin.

B  Amtrak must build partnerships;

B  Amtrak must be expected and

allowed to operate as a business.

Amutrak recognized that
state governments were not
only customers but also
business partners. Faced
with the prospect of route

reductions in their states,

eight state legislatures
authorized funds to keep
Amtrak trains in their

states operating,.

Several states also developed
creative ways to expand
state-supported service.

For example, North
Carolina inaugurated the Piedmont
service in FY95, a route operating daily
between Raleigh and Charlotte. North
Carolina purchased its own locomotive
and passenger car fleet as well as a

maintenance facility. The state

. ] Cary, North Carolina, welcomes
proudly put its own “signature” on the the Piedmont, its first Amtrak

service (which is operated by Amtrak), service.

refurbishing the equipment with North
Carolina-manufactured materials and

colors of the state flag.
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Route and Service Actions in 1995

Services Fully or Partially Bought Back by States

Service Route Segment Affected
Hiawathas Chicago — Milwaukee

Pere Marquette Chicago — Grand Rapids
Hlin: Chicago — Carbondale

Loap Chicago — Springfield

State House Chicago — St. Louis

Hlinois Zephyr Chicago — Quincy

Kansas City Mules
Ann Rutledge
Capitols
Montrealer
Keystone Service

Kansas City — St. Louis
Kansas City — St. Louis
Roseville — San Jose
‘Washington — Montreal
Philadelphia — Harrisburg

Service Reductions

Service Route Segment Affected
Desert Wind Salt Lake City — Los Angeles
Empire Builder Minneapolis/St. Paul — Seattle
Crescent Atanta — New Orleans

City of New Orleans Chicago — New Orleans
California Zephyr Salt Lake City — Oakland
Empire New York — Niagara Falls
Conventional New York — Washington

Service Eliminations

Service Route Segment Affected
Cardinal New York — Washington
Broadway Limited Pittsburgh — Chicago
Atlantic City Express  Philadelphia — Alantic City
Palmetto New York — Jacksonville
Hoosier State Chicago — Indianapolis
Lake Cities Detroit — Toledo

Inland Boston — Springfield

Texas Eagle* Dallas — Houston

Gulf Breeze* Birmingham — Mobile

*Train service replaced with Thruway Bus service.

Even with the
changes in service
routes and new
arrangements with
the states, Amirak

customers

DOLLARS

remained loyal

to our service.

0.2 ,

Similarly, Amtrak and the state of Washington estab-
lished the Mount Baker International between Seattle
and Vancouver, British Columbia in May utilizing
leased state-of the-art Talgo equipment for the
popular daily service. In the first four months of

operation, average ridership was at 90% of capacity.

North Carolina, Washington and other states
continue to blaze new trails and play a greater role in

providing their residents with rail passenger service.

CUSTOMER LOYALTY

GRAPH 7
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E ven with changes in service routes and new
arrangements with the states, Amtrak customers
remained loyal to our service. Despite an annualized
16% reduction in total service, ridership in 1995 was
less than 2% below that of the previous year. In all,
passenger-related revenues were $64.6 million ahead
of projections for the year. The core business revenue
per seat mile increased by 2.6%. This resulted from
aggressive pricing actions, service restructuring, cost

reduction and innovative marketing to retain riders.

As seen on Graph 7, for the last nine months of the
fiscal year, ticket yields (ticket revenue per passenger
mile) were significantly better than the prior year with

an average increase of 9.9% and a rotal increase of

6.8% from FY 1994 to FY 1995.
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OUR GOAL

To ensure that our smaller
and more productive

workforce has the training,

support, compensation and — The strength

recognition it deserves given

its critical role in meeting Of our P’Oduct

customer needs.

ROLE OF EMPLOYEES IN ‘95 SUCCESS

mrtrak employees demonstrated In the Intercity business unit, Atanric

commitment and ingenuity in Coast Station Service Improvement
accomplishing the 1995 Business Plan. Teams developed, implemented and
This is illustrated by the fact that the monitored efforts to improve customer
successful implementation of the plan service, increase revenue and reduce costs
actions differed in timing, magnitude of at stations. Team members from a variety
impact, and mix of revenue and expense. of locations are selected by union and
Throughout the country, employees management representatives. The team,
organized themselves into teams to chartered in July, initiated an employee
recommend and implement creative poster campaign, a customer service
approaches to accomplish plan goals. survey and other successful projects.

The team then undertook new initiatives
For example, Amtrak West’s as a result of the survey, such as
employee-managed San Diegan improvements in baggage handling.

Productivity Team created a

monthly customer

newsletter and also

introduced recorded train

announcements in stations
that now serve as

a model for the entire
company. They developed
new menus that include
regional specialty food and
beverage vendors, such as
Corona beer and T].
Cinnamon Rolls. The
team also created a special

San Diegan logo for

promotional items sold

on the trains.

Employees serving on one of the Intercity’s Atlantic Coast Station Service Improvement Teams ine lucde Myra

Bailey, Tim Carroll, Tony Camarata, Maureen Camarata, Pat Rose, Jimmy Motes, and Donesta Lay-Bailey.
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WORKING WITH LABOR

In their combined 26 years with
Amtrak, on-board service attendants
Julie Byrne and Justin Collins have
come to be known as two of

Amtrak’s finest.

Employees like conductor Ralph

Herman, who has been with
Amtrak since 1986, can play a vital
role in the development of company

policies
policies.

mtrak cannot survive without

labor’s commitment to work
with management to find solutions to
our financial situation. Throughout
the year, Amtrak CEQ Tom Downs
has met with labor representatives to
discuss the company’s financial
situation and the goals for the future.
Difficule legislative issues tested labor

relationships bur the mutual desire to

Amtrak management is increasingly
involving employees at all levels in the
development of company policies.

For example, it has been an Amtrak
tradition to provide personal travel
privileges to employees, retirees, and
their families. An employee team

revised pass privileges to give employees

The hallmark of labor/management
cooperation at Amtrak is the strong
joint commitment to employee and
passenger safety. FY95 marked the
creation of a Joint Labor/Management
Safety Council. The Council’s

Amtrak’s commitment to its workforce
was also illustrated by the securing of a
grant of up to $3 million from the U.S.
Department of Labor to assist workers
affected by the company’s restructuring,
In a model partnership, Amtrak man-
agement and organized labor together
obtained the grant that will help former
employees with job search information

and guidance, resumes and job search

save the company and ensure its future
transcended individual differences.
Important discussions still remain a
challenge, and the company is
proposing changes in contract rules
and practices to improve efficiency and
productivity. Labor and management
will need to come together to ensure
the future of Amtrak and the jobs of

our employees.

EMPLOYEES PLAY A ROLE IN POLICY

increased choices and an ability to plan
their personal travel in advance while
complying with tax laws to keep the
benefit non-taxable. A group of labor
and management representatives has
come together in a continuing review

of the pass policies and programs.

MUTUAL CONCERN & COMMITMENT FOR SAFETY

quarterly meetings focus on murtual
efforts to improve on the strong
existing programs, such as “Operation
Redblock” and “Operation Lifesaver,”
as well as creating new efforts tailored

to specific needs.

JOB TRANSITION ASSISTANCE

correspondence, preparation for job
interviews, information about job
openings and reference materials for
researching employers, on-line
connections to a national job bank,
and support services such as transporta-
tion assistance and dependent care.

In addition, some former employees
may be eligible for retraining under

the program.




Foccellence

A Commitment to
Safety and Quality

OUR GOAL

To reverse the impact of
chronic undercapitalization
as we improve service, safety,
quality, customer loyalty,
market share and price
competitiveness.

It is the company’s goal to be indepen-
dent of federal operating subsidies by
2002. Equally important, the company
will reach that goal while continuing to

provide a high quality, high value and

safe product to America’s traveling public.

Amtrak is on the way to becoming not
only a remarkable example of a corporate

turnaround but also a unique case study

IMPROVED PRODUCTS

A mtrak is constantly looking for
ways to accommodate its customers
and provide new and better ways to

improve their travel experience. A few

examples from 1995 include:

The Vermonter

In partnership with the State of Vermont,
the Northeast Corridor introduced the
Vermonter’s daylight service through the
scenic Green Mountain state. The
Vermonter’ cafe car features food and
beverages produced in Vermont, while a
specially equipped baggage car holds
custom-designed racks to transport fully

assembled bicycles, skis and snowboards.

in an organizational transition from
federal support to economic indepen-
dence. However, this vision of operating
subsidy-free by 2002 cannot happen
without sustained investments by
Congress to provide necessary capital
needed to build and maintain a world-
class infrastructure for passenger rail.
Just as the country supports highways,

bridges, waterways and

airports with federal
funds, America will need
a stable source of capital
to support a national

passenger rail system.

The Vermonter replaced
the discontinued

Montrealer service.

Coast Starlight
Amtrak West introduced
the renaissance of the Los
Angeles-Seattle Coast
Starlight in May to create
a unique land cruise. lts exclusive

Pacific Parlor Car, a lounge for first-class
passengers, offers a library, games, feature-
length movies, fresh-baked cinnamon
rolls in the morning and afternoon wine-
tastings. Each sleeping car customer is

greeted by fresh flowers, embossed

Ticket agent Sandi Stewart and

assistant conductor Bill Farrell help

load a bike onto the Vermonter’

specially equipped baggage car. The
two have helped Amtrak customers a

combined total of 11 years.




The spring “All
Aboard America”
{AAA) fare
campaign was
one of the most
successful Inter-
city business unit
programs to meet
customer needs

in FY95,

stationery and a baskert of personal
toiletries, Large directional signs and seat
assignments have helped ease the boarding

process in Los Angeles.

Cascadia and Mount Adams
The Pacific Northwest Corridor intro-
duced curbside baggage check-in at
Seattle King Street Station. Modified
Superliner coach/baggage cars equipped
with bicycle racks were introduced on the
Cascadia (formerly the Mr. Rainier) and
Mt. Adams. The state-supported Mr.

Adams added a lounge car to the Seattle-

“All Aboard America”

The spring “All Aboard America” (AAA)
fare campaign was one of the most suc-
cessful Intercity business unit programs to
meet customer needs in FY95. This
program proved to be a success for both
Amtrak and its customers. Introduced

during the busiest trip planning and

Portland service offering feature-length
movies and featuring flavors of the
Northwest such as Ivar’s Clam Chowder,
Seattle’s Best Coffee, Tim’s Cascade
Potato Chips and Red Hook

Microbrewed Beer.

San Joaquins and Capitols
With the introduction of Amtrak’s
California equipment, customers on the
San foaguins and Capitols enjoyed new
dual-level cars featuring large panoramic
windows, at-table seating, bicycle racks

and in-seat audio systems.

OTHER PRODUCT/QUALITY IMPROVEMENTS

buying period of the year, it gave leisure
travelers affordability and unlimited
stopovers, providing the ideal opportunity
to see America. Additionally, it benefired
travel agents, one of Amtrak’s important
partners, by providing commission incen-
tives and furnishing a desirable product

their clients could ask for by name.

Amtrak West introduced the renaissance of the Los Angeles—Seattle Coast Starlight in May.




This fully integrated effort resulted in
a 14.3% increase in calls to Amtrak’s
reservations office and an 8.3% increase

in travel agency automated sales.

Guaranteed Reservations
Recognizing the value a customer places
on a guaranteed seat in a heavily traveled
corridor, the Intercity business unit began
an all-reserved system on trains traveling
on the Chicago-Detroit/ Pontiac and
Chicago-Port Huron-Toronto routes.
This initiative enabled the business unit
to better serve its customers by sizing its
trains according to passenger demand and
in the meantime allowed Amtrak to

manage its assets more appropriately.

New Menus and Food Services
With the help of its on-board

employees, the Intercity business

unit developed a revised menu for its
Midwest Corridor services. These

new menus featured such customer
favorites as Starbucks Coffee, White
Castle Cheeseburgers, Snapple beverages,
Smiley’s twice-baked potatoes (produced
by a division of Wal-Mart) and David
Berg Polish Dogs (a Chicago vendor

and supplier of the official hot dog of
Wrigley Field). By placing manufactur-
ers’ logos on the menu, Amtrak received
a lower product cost, manufacturers

get additional promotion and, best of
all, customers receive an enhanced

menu selection.

Amfleet | Upgrades

An extensive program to upgrade Amfleet
I cars for Northeast Corridor Metroliners
has begun. Customers, on-board crews
and product line staff contributed to the
redesign of everything from seats to
fixtures. Mechanical changes — such as

toilet fans and heating modules, new

locking mechanisms for food service
items, and 110-volt outlets for laptop
computers will make the cars more user-
friendly both for customers and on-board
service personnel. In addition, restrooms
in seventy-seven Amfleet | coaches are

being converted for disability access.

Infrastructure Improvements

The Northeast Corridor replaced more
than 100,000 wooden rail ties with state-
of-the-art concrete ties that permit
smoother and faster train travel. A deck
conversion on Maryland’s Patapsco River
bridge in Halethorpe and replacement of
wooden ties with concrete ties and deck
on the Neponset and Stream rivers bridges
in Canton, Massachusetts, mean

additional smooth riding for customers.

A revised menu for the Intercitys
Midwest Corridor services features
such customer favorites as White
Castle cheeseburgers and Snapple

fl) (4 Z.'E’}‘{Ig €S,

The Northeast
Corridor replaced
more than 100,000
wooden rail ties
with state-of-the-
art concrete ties
that permit
smoother and

faster train travel.
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On-time Performance

New AmtraK’s first two Viewliner sleepers were

Equipment delivered in the fall of 1995, the next gen-

(1986-1995) Sixty-nine new eration of rail passenger cars for single-level
100 bi-level Superliner long-distance travel on the East Coast.
II cars of a 195-car The Viewliner’s distinctive second row of
- ——— T e order went into windows light the car and afford memo-
E 60 service on long- rable views for upper berth passengers.
@ distance routes,
. Amtral’s Auto Amtrak took delivery of 10 General
20 Train, and the Electric 3200 horsepower dual-mode
Washington, DC- AMD-110DM locomotives this year.
0

Chicago Cardinal.

Superliner IIs

1986 1987 1988 1989 1990 1991 1992 1993 1994 1995
Fiscal Years

Designed for third-rail operation into
New York Penn Station off Amrrak’s

Empire Service, the AMD-110DM travels

feature first-class

Amtrak crewman RM. Dyal weeps

after pulling two co-workers from
the Silver Star after it collided
with a tractor-trailer whose driver
had misjudged his ability to

clear the railroad crossing.

The overwhelming majority

of such grade-crossing collisions
are caused by motorists

inattention or poor judgement.
40

30

20

GRAPH 9

Passengers and Employee Injuries

sleeping accommodations, lounge cars
with giant viewing windows, and spacious

dining cars.

n-time performance and safety
o indicators improved materially
in FY 1995 (See Graphs 8 and 9).
On-time performance was up 6.0%
over FY 1994 at 76.4%. Employee and
passenger injuries were both down from
FY 1994 levels by 17.7% and 25.6%
respectively, while grade crossing accidents

were down 35.3% from FY 1994.

at a top speed of 110 m.p.h. and elimi-
nates the need to switch from diesel to

electric locomotives.

GETTING THERE ON TIME... AND SAFELY

We're extremely proud of the significant
role our employees play in providing
safe and reliable service. Their daily
attention to our equipment, CUStomers
and right-of-way helps make passenger
rail one of the safest modes of trans-
portation in the country. However, it
is also our employees who occasionally
find themselves in harm’s way. On

September 21, 1995, an Amtrak

(1986-1995)

Silver Star collided with a
tractor-trailer whose driver had
misjudged his ability to clear the

railroad crossing. Tragically,

Passenger Injuries Per
100 Million Passenger Miles

.
AV

—&— Employee

=l Passenger

Assistant Engineer Randall
Moses was killed. Maoses, 43,
of Wildwood, Florida, had been

an Amtrak Engineer for nine

10

sy

\

years. Fortunately, there were

no other serious injuries to the

0

*
Employee Injuries Per M

200,000 Person-hours

passengers or crew.
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== Truth Even
When It Hurts

OUR GOAL

To operate in a manner, in
all of our business practices,
that is honest, open, reliable
and candid.

How do we enhance our reputation for
integrity at Amerak? There are many

ways in which we can live this value,

FACING UP TO CRITIC

Amrrak weathered a great deal
of criticism in 1995; some perhaps

deserved, and some, unwarranted.

At the beginning of FY95, Amtrak
remained the subject of much scrutiny
about its internal management, labor
contracts, undercapitalization and over-
extended services. We acknowledged
these concerns to our critics inside and

and committed

outside the company
to improve. This was the first step
toward re-engineering and restructuring

the company.

Amutrak, like many other federally
supported programs, faced an uncertain
future with increased Congressional
pressure to reduce federal spending in
1995. The budget debate also heightened
competition for these decreasing
expenditures between highway, mass

transit, airline and other transportation

but it can be summarized in these few
words: we take integrity seriously. Amtrak
recognizes that our integrity and our hon-
esty is an integral part of our relationship
with our customers, employees and other
stakeholders. We view this corporate value

as central to all we do each day.

interests. Amtrak engaged actively in the
legislative debate and sought its fair share
— but always in the context of its pledge
and plan to move away from government

operating assistance by [}lﬁ next century.

Despite changes in Congress and the

difficult budget environment, strong

Governor Thomas Carper, a member

of Amirak’s Board of Directors, chats
with car repaivmen Tim Turner and
Arnold Fritsche in Wilmingtons tread
brake shop. Turner has been with
Amtrak since 1978 and

Fritsche, since 1976.




Our goal then —
and now — is to
be open and
honest about
every aspect of
the company,
whether good or
bad, and to strive
toward open
management and
a citizenry that
participates in

our progress.

bi-partisan support from Congress
remains firm. Congress also has been
emphatic about the need to maintain a

national passenger rail system.

Congress has reacted supportively to
Amtrak’s efforts to restructure its

reliance on federal operating funds.

he toughest choices in 1995
T involved the need to reduce service
and lay off employees. Working
together, however, management and
labor representatives secured a grant
through the Department of Labor’s Job
Training and Partnership Act to ease
some of the difficulty of these hard
choices. The grant of up to $3 million
Amtrak has sought will help furloughed
employees find new jobs by providing
support services including career

counselling, emergency health care and,

Authorized funds continued at current-
year levels for the next three years, and
for the first time legislative action on

a dedicated trust fund and liability
reform took place. We said we can't
do it without legislative reform and

capital support, and Congress listened.

TOUGH DECISIONS

in some cases, retraining for a new

occupation.

In 1995, we faced the critics and said,
“Work with us to improve.” We invited
public review of our procedures and
welcomed customer suggestions and
complaints. Our goal then — and now
— is to be open and honest about every
aspect of the company, whether good or
bad, and to strive toward open manage-
ment and a citizenry that participates in

our progrcess.

Daniel W, Collins, labor representative to the Amtrak Board, tours the Wilmington shops with IBEW
president Vince Owens and Amtraks Dennis Sullivan.




OUR GOAL

Promoting passenger rail
as a fundamental part of
the national transportation
infrastructure.

As Amtrak employees go to work

every day, we are mindful that
passenger rail is not simply one more form
of transportation in America; trains are a

part of our national heritage.

From the early pioneer days, the railroad
helped build this country. Today, the
ribbon of rail that weaves throughout the
countryside remains a dynamic tie, uniting
east and west, north and south, rural and
urban. And now, the trains of tomorrow
— the high-speed, super conductor multi-
purpose carriers — are already on the
drawing boards, awaiting their place in the

grand history of the American railroad.

Amtrak was created a quarter-century ago
at a time when passenger rail was an
endangered entity. Private rail companies
were finding it too expensive to maintain
the service. America’s love affair with the
automobile was aflame. And air travel was
becoming more commonly affordable.

But a foresighted Congress understood
then what we at Amtrak continue to
believe today: Passenger rail has an impor-

tant place in the American landscape.

In the last fiscal year, Amtrak not only
faced tough decisions about the need

to reorganize and revamp; we thought a
great deal about the future of passenger rail
and Amtrak’s role in it. We understand
that the Amtrak of the future will be a dif-
ferent Amtrak than the one today — just

as the Pullman gave way to the Superliner.

autd

...Our Passio

The key for our
company s to
embrace the oppor-
tunity to change and
grow and alter our

operations in order

to accommodate the
dynamic of the next

decade and beyond.

Together, with

partners in the

industry, we are working to build new
relationships that promote intermodal
transportation alternatives. We are
working to tailor our trains to provide
every convenience and necessity
demanded by an active, on-the-go

society, whether for work or relaxation.

High-speed trains like this RTL

Turboliner will carry passenger rarl

into the future.

Our commitment to our customers is rooted in

our values as a company of integrity — and

remains with us every day on every rail.

But even as we change, we stay the same
in one important way: our commitment
to our customers. This commitment is
rooted in our values as a company of
integrity and remains with us every day

on every rail.

This is the right direction for the New
Amtrak to be travelling.




Management’s Discussion and
Analysis of

Amtrak is on the
way to becoming
not only a remark-
able example of a
corporate turn-
around but also a
unigue case study
in an organizational
transition from
federal support
to economic

independence.

Jults

of Operations and
Financial Condition

compared with a 1994 operating loss

RESULTS OF OPERATIONS

A mtrak reported a 1995 net loss
of $808.2 million (including a

$14.5 million restructuring charge)

Excluding these one-time charges,
Amtrak’s net loss was $793.7 million
in 1995 and $833.1 million in 1994,

a 4.7% improvement.

of $1,076.8 million (including a $71.5

million restructuring charge and an $81.6
million casualty and accident charge).

In 1994, Amtrak also adopted a new
accounting standard Statement of

Financial Accounting Standards No.

106 “Employers’ Accounting for

Postretirement Benefits Other Than
Pensions” which resulted in a one-time,

non-cash charge of $90.6 million.

The improvement in 1995 results reflects
a 5.9% increase in total revenues to
$1,496.9 million in 1995 compared to
$1,413.4 million in 1994. Gains in both
commuter and reimbursable revenues
were primarily responsible for this
improvement. Graph 10 displays
Amtrak’s financial performance from
1986 to 1995:

GRAPH 10

Financial Performance

(1986-1995)
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Passenger-related revenues decreased less
than 1% despite 1995 route and service
actions which reduced train miles by 2.0
million or 5.8% in 1995 versus 1994.

Total expenses, excluding the 1995 and
1994 one-time charges, increased 2.0%
to $2,290.6 million in 1995 versus
$2,246.4 million in 1994. This reflected
higher commuter and reimbursable
expenses. The 2.0% increase was driven
by increased investment in technology
and facility costs, as well as higher costs
for maintenance-of-way goods and
services, casualty and accident claims,
and interest. Employee costs remained
relatively constant and costs of train
operations and depreciation decreased.
More derail is provided for revenues and

expenses further in the discussion.

In 1995 Amtrak received $392 million

in federal operating subsidies and $150
million of federal payments for excess
mandatory RRTA expenses. These contri-
butions are in addition to the revenues
reported in the financial statements.

The contributions can be seen on the
consolidated statements of cash flows and

statements of changes in capitalization.

Amtrak’s past performance highlighted
several financial trends demanding
action, which management has

begun to address:

B The real expense reductions achieved
over the past years have been small
compared to our major competitors.
The 1995 results included major cost
reduction actions—a net decrease in
workforce of 1,968 people; a net
reduction in the active fleet; purchas-
ing, utilities, and other expense

reductions; and signiﬁcant expense

. . Business travellers like the freedom
savings related to route and service , o
Amtrak gives them to read, work on

actions. ThESC rcductions h?lVC /Jarm[)/p compitters, meet with associates

primarily affected the core business. or make calls on Railfone service.
Passenger related revenues declined

between 1993 and 1994 by

$56.2 million. Despite significant

route and service actions in 1995,

the decrease versus 1994 was only

$2.5 million with an increased

trend beginning in
May 1995. The
increase for May
through September
1995 was $23.2
million versus the

same period in 1994,

Short term borrowings
under Amtrak’s lines
of credir at the end

of 1994 were $62.5
million. At the end of
1995, Amtrak did not need to utilize

its lines of credit and its accounts

Qualified by the Culinary Institute
of America, Auto Train chef
Michael Cheek bas been with

Amtrak since 1990.

payable decreased. Spending for
capital was lower than projected in
the fourth quarter of 1995 contribut-

ing to the cash improvement.




B Total operating losses for Amtrak
Passenger-related were $7.5 billion in the last ten
years. Federal operating and capital
revenue dropped
PP support has totaled $6.7 billion.
The difference of $600 million

reflects unfunded depreciation

by less than 1%
in 1995 despite

and other long-term liabilities.
significant route

and service

actions.

raph 11 displays the sources of
Amtrak revenue in 1995.

Passenger-related revenue
(including transportation, food and bev-
erage revenue and 403(b) state subsidies)
dropped by less than 1% from $912.5
million in 1994 to $910.1 million in

1995 despite significant route and service

actions. For the year, route and service
actions produced expected declines in
ridership, passenger miles, seat miles,
and train miles (2.2%, 6.3%, 1.7%,
and 5.8%, respectively below 1994).
However, ticket yield for 1995 was
6.8% higher than 1994.

Amtrak is still facing excessive cost
burdens (relative to the competition)
associated with meeting statutory and
regulatory requirements; the costs in
reliability and service quality of chronic
undercapitalization of plant and equip-
ment; and the cost of operating with anti-

quated business practices and technology.

REVENUES

The 403(b) state subsidies increased
9.5% from $32.6 million in 1994 to
$35.7 million in 1995. These state
subsidies vary inversely with Amtrak’s
performance as these payments are a
partial reimbursement, tied to the level
of Amtrak unrecouped short-term or
long-term avoidable costs. The favorable
variance berween 1995 and 1994 resulted
from $3.7 million of new state-supported
service started in the states of North
Carolina, Oregon, Vermont, and
Washington. This was partially offset

by the discontinuance of state-supported

service in Alabama.

Other core

Sources of Revenue
(FY95)

Passenger Related
(includes 403 (b))

Total:

Reimbursable
$1,497 Million

Other Transportation

Non Transportation

Commuter

revenues (from
commuter fees, freight
railroad access fees, real
estate operations and
development, mail,
baggage and express,
interest and other)
increased 6.5% from
$239.3 million in 1994 to
$254.8 million in 1995.

The increase reflected
higher commuter fees for
use of Amtrak’s right-of-
way by commuter rail

companies, totaling $92.4

million in 1995 versus




$87.5 million in 1994. Revenue from
the MBTA (Boston) accounted for the
largest increase as a result of a sertlement
received in 1995 related to prior years

activity.

Freight railroad access fees also increased
15.1% from $16.6 million in 1994 to
$19.1 million in 1995. This increase was
due principally to increased activity by

Conrail on Amtrak-owned rail.

Mail and express revenue increased 2.4%,
from $59.5 million in 1994 to $60.9
million in 1995, despite train frequency
reductions. By creative use of highway
substitute and feeder services, no mail
revenue was lost through the service
reductions. In fact, mail revenue grew
largely due to new business; with only
$.3 million of the increase associated
with a rate increase granted by the U.S.
Postal Service for the last two months

of the fiscal year.

Interest income increased to $7.0
million in 1995 from $4.0 million in
1994 reflecting an increase in both

average cash balances and interest rates.

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 $8.3 million in
1994. Revenue related to the restricted
cash proceeds from these sales is deferred
and recognized to the extent funds have
been released to Amtrak. In 1995,
Amtrak negotiated an acceleration of the
release of $30 million of these restricted
funds. 1994 results included a one-time
income of $28.8 million from the
settlement of the Lone Star concrete

tie litigation.

Commuter
operating
revenue
increased 15.5%
from $184.3 mil-
lion in 1994 to
$212.8 million in
1995. In addition
0 2 New com-
muter service in

San Diego, the

majority of exist-

ing commuter services experienced
increased demand, resulting in additional
frequencies being added to many com-
muter lines. Amtrak’s newest commuter
service in San Diego, CA, began service
in late February of 1995. San Diego
Northern Railway Inc. (SDNR) con-
tributed an addition of $6.0 million in
operating revenues in 1995.
Massachusetts Bay Transit Authority
(MBTA) revenues increased $18.6 million
over last year, corresponding to increased
capital work performed for the MBTA.

Tiain time means quality time for busy families.

Auto Train attendant Tim
Grezeskiewics joined Amirak

in 1992,
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Metrolink revenue increases of $.9 million
resulted from additional frequencies being
added on all three commuter lines.
Revenues from the Peninsula Commuter
Service (PCS) rose $.7 million, primarily
as a result of manpower requirements tied
to increased train frequencies. Virginia
Rail Express (VRE) revenues increased

by $1.7 million as a result of wages and
inflation associated with midday service
increases and expansion of the contract
allowing VRE passengers to ride on
Amtrak trains. Maryland Area Rail
Commuter Service (MARC) operating

revenue increased by $.9 million in

1995 as a result of increased wages and

inflation associated with base service.

Reimbursable revenues increased
54.4% from $77.2 million in 1994 to
$119.2 million in 1995. The increase
results principally from maintenance-of-
way work performed for New Jersey
Transit for new initiatives projects;
Massachusetts DPW for the central
artery; MBTA for various projects;

New York State DOT for the high-

speed turbo project; and SEPTA for

the Frazier connection.

G raph 12 displays the categories of

expense for Amtrak in 1995.

The new Oakland Amtrak Station at

Jack London Square showcases some of
Amtraks new California equipment.

Salaries, wages, and benefits
increased slightly from $1,239.0 million
to $1,240.8 million notwithstanding
significant wage and fringe benefit cost
increases associated with prior negotiated
labor agreements. During 1995 Amtrak

had a net reduction in its workforce of

1,968 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 periodically negotiated.
Agreements covering many of Amtrak’s
union employees were up for renegotiation
in January 1995. In the prior negortiations
with these unions, two significant changes
from the past agreements occurred: semi-
annual, continuous cost-of-living; and a
wage increase provision were extended past
the January 1995 date. These changes in
essence provide for future salary increases
until contracts are renegotiated. In con-
sideration of these changes, Amtrak has
not accrued any retroactive funds in 1995

for contract amendments.

Union health and welfare benefit costs
increased by 9.8%. Post-retirement
health cost decreased $9.4 million,
reflecting a curtailment gain related to

the workforce reduction, and a lower




Expense Categories
(FY95)

Train Operations

Salaries, Wages
& Benefits
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$2,305 Million
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Other

Facility & Office Related

o

Maint. of Way Goods & Services

Advertising & Sales

Casualty & Accident Claims

Interest

Restructuring Charge

Depreciation and Amortization

projected health care cost trend rate as

a result of managed care.

Non-labor train operations
expenses decreased 10.4% from $358.3
million to $321.2 million. This decrease
reflects the route and service and produc-
tivity actions taken in 1995. Train fuel
and maintenance of equipment reflect the
most significant decreases. During 1995,
Amtrak entered into various fuel-swap
arrangements with several counterparties
covering approximately 36 million gal-
lons of diesel fuel, representing approxi-
mately 45% of the 1995 fuel purchases.
These swap arrangements had an average
price of 48.8 cents per gallon. The
impact of these swaps on expense in
1995 was negligible. The effect in 1994
was to add $4.1 million of operating
expenses. The primary items contributing
to the lower maintenance-of-equipment
costs were lower material issues and out-
side repairs which reflects in part the

retirement of older equipment.

Facility and office costs
increased 12.4% from $153.0 million

in 1994 to $171.9 million in 1995 as a
result of higher technology costs for both
equipment and communication, as well

as increased building maintenance costs.

Expenses related to
maintenance-of-way goods and
services increased 61.9% from $45.4
million to $73.5 million. The increase is
directly associated with work performed
by Amtrak for other parties. Increased
work was primarily related to switch and
turnouts, signals communications, and
road maintenance. The preceding discus-
sions of commuter operating and reim-
bursable revenues provides further derail

regarding Amtrak’s customers.

Advertising and sales costs
decreased 1.2% from $90.8 million
in 1994 to $89.7 million in 1995,
primarily reflecting lower advertising

CXPEHSE&

Lead service attendant fohn Long

assists David Warrington aboard a
Viewliner sleeper car. Long came to
Amtrak in 1991.




Casualty and
accident claims
expense decreased from
$131.7 million in 1994 to
$77.7 million in 1995.
The 1994 results included
an additional charge of
$81.6 million as a result of
a change in method of esti-
mating unsettled casualty
and accident liabilities to
an actuarial method.
Excluding this additional
charge, 1995 expense
increased $27.6 million
over 1994. This increase
results from continued
application of the actuarial
method combined with
higher recent payouts for

claims. As a result of an

The Coast Starlight’s Pacific

Parlor Car features afternoon

wine-tastings.

assessment of Amrrak’s
claims history, an additional layer of
insurance was purchased effective
October 1, 1995, for losses included
between $10 million and $25 million

per incident.

Interest expense increased from
$32.0 million in 1994 to $47.7 million
in 1995, primarily as a result of increased
borrowings related to rolling stock

cquipment.

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 of $71.5 million.
The charge included severance and other
personnel reduction costs, as well as the

writedown of old and inefficient rolling

stock which will be disposed of as routes

and services are adjusted.

In 1995 an additional $14.5 million was
charged against current operations as
restructuring expense. This amount
reflects the cost of conversion of opera-
tions from a highly centralized to a
decentralized SBU basis, and includes the
setup of the SBU facilities and relocation
of personnel. The process of decentral-
ization is designed to concentrate on
market segmentation, product differentia-
tion, and the continuous development of
a smaller and more productive workforce.
Management believes that its restructur-
ing plan will not be fully implemented
until 1996. Management anticipates
that there will be further restructuring
expenses in 1996 in order to complete
the market segmentation, product differ-
entiation, and the continued downsizing

of the workforce.

Certain costs related to the transition of
operations such as employee training,
insurance and investment in state services
are not included in the restructuring costs
above, as they are not defined as restruc-
turing under generally accepted account-

ing principles.

Depreciation and amortization
expense decreased 6.1% from $245.1
million in 1994 to $230.1 million in
1995, principally due to equipment
retirements as a result of the route and

service actions taken in 1995.

Other expenses increased from
$32.8 million in 1994 to $38.1 million
in 1995. This increase reflects higher
data processing and environmental and

safety costs.




FINANCIAL CONDITION AND LIQUIDITY

At September 30, 1995, Amtrak

had cash and cash equivalents of
$29.9 million. The working capital ratio
increased from 0.47 to 0.60, improving
for the the first time since 1988,

as shown in Graph 13.

Accounts receivable increased
$23.0 million reflecting the increased
level of reimbursable revenues. Current
debt and capital lease obligations
decreased by $54.8 million and no
borrowings were required to fund current
operations. Long-term debt and capital
lease obligations increased $121.5 million

related to equipment purchases.

Amtrak has $150 million of unsecured
lines of credit with banks expiring in
December 1995, which are subject to
certain conditions. Borrowings under
these agreements bear interest based on the
London Interbank Offered Rate (LIBOR),
certificate of deposit rates, or prime rate.
Amtrak pays various fees on its credic lines.

These lines of credit

were not used at any GRAPH 14

time during 1995.
Amtrak expects these

lines of credit to be

Working Capital Ratio
(1986-1995)

CURRENT ASSETS/CURRENT LIABILITIES
—

1986 1987 1988 1989 1990 1991 1992 1993

1994

1995

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 stream-

lining operations and procedures.

Operating Ratio
(1986-1995)

renewed with substan-

tially similar terms and

conditions.

As shown in Graph

4
1.5 \M

14, Amrrak has shown

improvement in its

operating cost ratio

TOTAL EXPENSES/TOTAL REVENUE
o

(the rario of total

expenses to total 0
revenue) improving
from 1.82 in 1986
to 1.53 in 1995.

1986 19

Note: FY35 and FY24 expenses exclude $14.5 millien and $243.7 million in one-time charges. respectively.

87 1988 1989 1990 1991 1992 1993 1994 1995
Fiscal Years




RESULTS OF MAJOR BUSINESS UNITS

o ne of Amtrak’s most important initiarives in 1995 was to
create strategic business units to provide greater market

awareness, competitiveness, and customer focus.

Table 1 shows the 1995 operating results for Amtrak’s three strategic
business units—the 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 is attributed to the company as a whole racher than any

individual organizational unit.

Customers expect Amtrak to operate

as a business.

FY 1995 Operating Results by Major Business Unit

$ Millions Intercity NEC West Parent Total
Revenue $ 4650 | 9% B283 | % 15651 & 471 | $ 1,496.9
Expenses 673.0 1,044.4 253.0. 334.7 2,305.1
Operating Loss (208.0) (216.1) (96.5) (287.6) (8082}
Federal Operating Subsidy 0 0 0 0 392.0
Federal Excess RRTA Contributions 42.0 70.5 16.5 21.0 150.0
Net. C.).p.eratirfg. Loss (166.0) (145.6) (80.0) (266.6) (266.2)
Nonca.\s.h Expenses 87.4 146.9 18.2 1.4 253.9
Budget hés.ul.t $ (786) $ 1.3 $ (61.8)| $ (265.2)| $ (12.3)




Report

of Independent
Accountants

To the Board of Directors of
National Railroad Passenger
Corporation

In our opinion, the accompanying
consolidated balance sheets and the
related consolidated statements of
operations, cash flows, and changes in
capitalization present fairly, in all material
respects, the financial position of Narional
Railroad Passenger Corporation (Amtrak)
and its subsidiaries at September 30, 1995
and 1994, and the resules of their
operations and their cash flows for the
years then ended in conformity with
generally accepted accounting principles.
These financial statements are the
responsibility of Amtrak’s management;
our responsibility is to express an opinion
on these financial statements based on our
audirts. We conducted our audits of these
statements in accordance with generally
accepted auditing standards which require
that we plan and perform the audit to
obrain reasonable assurance about
whether the financial statements are free
of material misstatement. An audit
includes examining, on a test basis,
evidence supporting 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 presentation.

We believe that our audits provide a
reasonable basis for the opinion

expressed above.

As discussed in Note 12 to the financial
statements, Amtrak initiared a program of
restructuring actions during the fourth
quarter of fiscal year 1994. Additionally,
Amtrak has plans to increase revenues and
productivity in its efforts to become more
self sufficient; however, management has
also concluded that it needs to attain
certain statutory changes, as described in
Note 2 to the financial statements. The
ultimate outcome of Amtrak’s operating
improvements and legislative initiatives
cannot be reliably predicted at this time
and, accordingly, no provisions have been
made in the 1995 financial statements for
further restructuring costs, beyond those
accrued in 1994, which would be
associated with additional service

adjustments, if any become necessary.

As discussed in Note 8 to the financial
statements, Amtrak adopted FAS 100,
Employers’ Accounting for Postretirement
Benefits Other than Pensions at
October 1, 1993.

Arlington, Virginia
November 15, 1995

@
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National Railroad Passenger Corporation and Subsidiaries (Amtrak)

malion

Consolidated Balance Sheets

ASSETS ‘

$ 4,775,870

September 30, September 30,
1995 1994
S (Thousands of dollars)
\s\ Current Assets:
N P Cash and cash equivalents......cccooiiiiiiiiii $ 29,878 $ 23,800
LS Accounts receivable, net of allowance for
N doubtful accounts of $4,998 and $4,224
‘ __ in 1995 and 1994, tespectively ... cuvsssmmmsvmnin 83,054 60,103
;ihhhh“) Materials and SUPPlEs.................eeeereeeeeeeseseesessreeeereeeeee 101,832 110,384
| Other CUTTENT SSETS ....vvvvivveeeeeeeeeeeeeeee et 8565 4,974
| g Total current assets.........ccococeiveeeeiiiceeniceiiceeeeee. 223,329 199,261
Q Property and Equipment:
N Property and eqUIPMENT .....c.cccccceeeveereseseseceeerresseessoeerreee 6,861,364 6,453,203
m Less—Accumulated depreciation and amortization........... (2,392,902) (2,175,202)
? 4,468,462 4,278,001
Other Assets and Deferred Charges:
Escrowed proceeds from sales of tax benefits.........c.cocu...... 9,013 44,571
Deferred charges and other.......cccocciviecieeeicnniirirnsnisseresens 75,066 71,292
84,079 115,863
Total assets..........cccooiiiiiii e

$ 4,593,125




LIABILITIES AND CAPITALIZATION

oy
)
™
e
o )
g
-

September 30, September 30,
1995 1994
(Thousands of dollars) ®

Current Liabilities: \
Aceounts payable . .coinansnsmnsmanannwirssaes $ 142,802 $ 144,361 ‘
Accrued expenses and other current liabilities........c.coo....... 145,394 131,018 N
Deferred ticket revenue . .......coooveeeeeeeeeeeeeeeeeeee e 19,880 12,491 b
Restructuring charge reserve .oovvvvevnerievinineeisinieeenes 29,779 49,586 ¢ M
Current debt and capital lease obligations........ccccccccvveveucncne 34,204 89,036
Total current liabilities ..........cccoooeeeeeeeeeeeeeeeeeeeeeearaans 372,059 426,492

Long-Term Debt and Capital Lease Obligations:

1IN ('?/

Capital lease obligations.......cccoveverreiicereiiieeieeeeeceee 526,488 491,540
Equipment aid otherdebt.cvummnmmunanamnnns 276,280 189,743
802,768 681,283

Uuonv

®

Other Liabilities and Deferred Credits:
Casialty TeSErVE e s s e Ve Sre 152,085 142,103
Postretirement employee benefits obligation .........cccccceeeies 109,681 110,743
Advances from railroads and commuter agencies................ 21,668 27,568
Environmental reServe ..oouivviiviieeiiiiiee i eeseee e 47,475 32,975
Deferred revenue—sales of tax benefits.....ccovvvveeveerivveennennn. 9,013 44,571
(@1 1= TR U U OO PR UTTRPPPRRPRN 8,392 13,027

348,314 370,987
Total Nabilkies ........o....cocoiamnnammninaisis 1,523,141 1,478,762

Commitments and Contingencies

Capitalization (see Consolidated Statements

of Changes in Capitalization)................................ 3,252,729 3,114,363
Total liabilities and capitalization...............c.c.......... $4,775,870 $4,593,125

The accompanying notes are an integral part of these consolidated balance sheets.
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Consolidated Statements
Of Operations

For the Years Ended September 30,

1995

1994

(Thousands of dollars)

Revenues:
Passeniger related s immsnvssmmssmssassssmes $ 910,051 $ 912,545
OthE s o s e s e 254,810 239,330
Total revenues from Core business......oovvvvevvvereeiiceeeeirineeens 1,164,861 1,151,875
111111 L= 212,777 184,286
Reimbursable ..o 119,226 77,230
Total PEVONMUOE v s e e R S s aaesew 1,496,864 1,413,391
Expenses:
Salaries, wages, and benefits..........ococooiiiiii 1,240,752 1,238,987
DAl DPEratiONSt e sroosersosswmmssovssisssssss asssstinsassasasstsansioss 321,198 358,260
Eaeility and ofticerelated somvmmnnnmasmenmnammnms 171,861 153,019
Maintenance of way goods and services ........cccooevviiennee. 73,470 45,392
Advertising and $ales s s 89,715 90,782
Casualty and accident claims ..., 77,658 131,712
| 0T 1] S ER U ——— 47,678 31,955
R BT R s R T A 14,523 71,503
Depreciation and amortization ..........ccoccoeeiciiciciencececnes 230,127 245,078
L 1T 38,089 32,839
TOtAl @XPENSES .cooovvveeiiieieieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeessianssas 2,305,071 2,999,527
Loss before cumulative effect of

accounting change .............coooovviieiiieiiieen e, 808,207 986,136
Cumulative effect of change in accounting for

postretirement benefits other than pensions....... - 90,6406
NBE 1088 o avannn i i s s R $ 808,207 $1,076,782

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




National Railroad Passenger Corporation and Subsidiaries (Amirak)

Consolidated Statements
Of Cash Flows

[ e O P e e s B e e TP e e R
For the Years Ended September 30, 1995 1994
(Thousands of dollars)

Cash Flows From Operating Activities:
INEE LOSS 1uvririiitrie it e st e sttt st s e e et ee st e ste e eaee s e et e ete e seeesaaaasseeees $(808,207) $(1,076,782)

Adjustments to reconcile net loss to net cash

R
~
S.

used in operating activities: \
Cumulative effect of change in accounting for
postretirement benefits other than pensions - 90,6406
Provision for restructuring charges ................... 70,996 N
Depreciation and amortization ........c.ceve e 230,127 245,078 \
Provision for inventory loss and obsolescence ..o 4,000 6,100 ¢ N
Provision for losses on accounts receivable.......ooveeeeeeieeeeeeeeeeeeen, 4,249 7,200
Retirement and unemployment taxes paid by \
Federal Railroad Administration..........cccceveveeeeeeeeeeeeeeeeeeeeeenn. - 137,000
Changes in assets and liabilities: Q
(Increase) decrease in accounts receivable ....oovveveeeeeeeeeeeeeeeeeeen. (25,140) 1,627 \
Decrease in materials and supplies 4,552 18,087 0
(Increase) decrease in other current assets..........coeevveveeeresverevereons (3,591) 538 \
Increase in other assets and deferred charges ... (5,115) (19,954) Q
Increase in accounts payable, deferred ticket revenue, :
and accrued expenses and other current liabilities ..........c..c..... 2,317 3,31 &
(Decrease) increase in other liabilities and deferred credits......... (25,048) 105,221 ﬁ\
Net cash used in operating activities.......................... (621,862) (408,920) N
Cash Flows From Investing Activities:
Purchases and refurbishments of property and equipment (313,987) (322,6806) { y
Proceeds from disposals of property and equipment............. 713 14,767
Cash released from restricted proceeds of tax benefits sales.............. 37,933 8,312 \
Net cash released for capital spending.........c.ccoeieiviniciccinnnnnn. = 20,683 N
Cash INVESUMENTS....veiiueeeeiee e (34,047) (61)
Proceeds from dispositions of cash investments 34,043 61
Net cash used in investing activities ...............c.......... (275,345) (278,924)
Cash Flows From Financing Activities:
Proceeds from issuance of preferred stock..........cccoiiiiiiinncne. 806,000 491,158
Proceeds from federal paid-in capital .....ccooooiiiiiiiiiiiiieen, 119,340 113,707
Proceeds from federal and state capital payments .....ocoeiiiiieiine 19,179 11,570
Proceeds from debt and lease financings ... 47,802 124,995
Repayments of debt and capital lease obligations............................. (89,036) (55,216)
Net cash provided by financing activities .................. 903,285 686,214
Net increase (decrease) in cash and cash equivalents...........ccoce 6,078 (1,636)
Cash and cash equivalents—beginning of year ... 23,800 25,436
Cash and cash equivalents—end of year........cccocceninniiniccnnennnn. $ 29,878 $ 23,800

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

‘mation

Consolidated Statements
Of Changes in Capitalization

Preferred  Common  Other paid-in ~ Accumulared

stock stock capital deficit Torals
(Thousands of dollars)
: Q Balance at September 30, 1993..... $8,115,089  $93,857  $4,590,118  $ (9,362,153) $ 3,436,911
\ Issuance of preferred stock:
_ N ’ Operating subsidy........oooov. 351,000 = - - 351,000
\‘ - Capialsilbsidfoueneocommmpenmms 107198 ~ - - 140,158
! | Federal paid-in capiral, includes
\ mandatory passenger rail
“ SEIVICE PAYMENLS. .vvveeireeererrereeneaenne - — 250,707 — 250,707
Federal and state capital payments ....... = = 12,369 - 12,369
INEE L0SS .. - - — (1,076,782) (1,076,782)

Balance at September 30, 1994 ..... 8,606,247 93,857 4,853,194 (10,438,935) 3,114,363

Issuance of preferred stock:

Q
~
~
S
S
N
—f(?»' 4

Operating subsidy.........ccoocovrccrnnnnn. 392,000 = — — 392,000
Capitalsubsidy ... ummmmpnsnmsm 264,000 = - - 264,000
Mandatory passenger
rail service payments ...........ocevevene.e. 150,000 - = = 150,000
: Federal paid-in capital .....ccovvirirnne. - - 119,340 - 119,340
Federal and state capital payments ....... - - 21,233 - 21,233
NEC 1088 vevneeeireeeeee e - — - (808,207) (808,207)

Balance at September 30, 1995 ..... $9,412,247 $93,857 $4,993,767  $(11,247,142) $ 3,252,729

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




National Railroad Passenger Corporation and Subsidiaries (Amtrak)

Notes to Consolidated
Financial Statements

For the Years Ended September 30, 1995 and 1994

IUDUT

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The financial statements reflect the consolidated
operations of the National Railroad Passenger
Corporation (Amtrak), its wholly-owned sub-
sidiaries Chicago Union Station Company (CUS)
and Washington Terminal Company, and its 99%
interest in 30th Street Limited, L.P. (TSL). All sig-
nificant intercompany transactions have been elimi-
nated. Certain reclassifications have been made to
the prior year’s statements to conform with the
1995 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 earned and expenses
incurred under contractual arrangements to operare
various commuter rail services, to provide access to
the Northeast Corridor and other Amtrak-owned
facilities, and to perform services for freight rail-
roads and others.

Fuel Swaps

Amurak enters into fuel swap arrangements as a
hedge against train fuel market price fluctuations.
Gains and losses result to the extent that fuel
market prices differ from the swap strike price.
Realized and unrealized gains and losses are
included in “Train operations” in the Consolidated
Statements of Operations.

Cash Equivalents

Amtrak considers all financial instruments pur-
chased with a maturity of three months or less o
be cash equivalents.

Materials and Supplies

Materials and supplies, which are stated at
weighted average cost, consist primarily of items for
maintenance and improvement of property and
equipment.

Property and Depreciation
Property and equipment are stated art cost, and are

] ]

s

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 terms.

Casualty Losses

Provision is made for Amtrak’s portion of the esti-
mated 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 30, 1995 and 1994, the
current claims liability included in accrued
expenses and other current liabilities was

$57,900,000 and $55,600,000, respectively.

Sy
3
o~
Q
™~
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During 1994, Amtrak changed its method of
estimating the unsettled casualty and accident
liability from a method thart estimates the year-end
liability based on recent payments for similar
claims to an actuarial method that estimates the
future payments to be made after year-end for all
incidents occurring prior to vear-end. This change
resulted in an additional charge of $81,613,000

to earnings in 1994. This charge is included in
the Consolidated Statements of Operations under
“Casualty and accident claims.”
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Notes to Consolidated
Financial Statements

(continued)

For the Years Ended September 30, 1995 and 1994

NOTE 2: FEDERAL AND STATE FUNDING

F unds are provided to Amtrak through federal
and state payments for operations and for capi-
tal acquisitions 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 preferred 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 cerrain oper-
ating payments received prior to that date. Public
Law 104-50, approved on November 15, 1995, pro-
vides $750,000,000 in federal funds to Amtrak for
fiscal year 1996, of which $185,000,000 is for oper-
ating purposes, and the balance for transition costs,
capital acquisitions and improvements, and desig-
nated mandatory passenger rail service payments.

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
property and equipment, and in 1994 included the
funding for designated passenger rail service pay-
ments. In exchange for past and prospective fund-
ing, Amrtrak issued two promissory notes to the
United States. The first note matures on November
1, 2082, with successive 99-year renewal terms, and
is secured by certain Amtrak rolling stock. The sec-
ond note matures on December 31, 2975, and is
secured by Amtrak’s real property. Neither of the
notes bears interest, unless prepaid (which Amtrak
does not intend to do). The federal government’s
security interest in Amtrak’s real property and cer-
tain rolling stock entitles it to repayment plus inter-
est in the event Amurak ceases operations, is
acquired by another entity, or seeks relief under
bankruprtcy or insolvency laws.

Amtrak conrinues its efforts to increase revenues
through fare and service adjustments and solicita-
tion of ongoing state and local government support

of services, and to increase efficiency through
streamlining operations and procedures.

Furthermore, Amtrak management has identified a
number of federal statute reforms which it believes
are needed. These reforms include: relief from
current labor protection laws, which allow up to six
years of severance pay for employees; a stable source
of funding for capital requirements; flexibility for
the states to use certain federal highway funds for
Amtrak service; relief from the federal fuel tax; and
the setting of accident liability limitations. These
reforms are the subject of ongoing discussion and
proposed legislation, the outcome of which cannot
be predicted.

Management has concluded that without an appro-
priate mixture of the needed reforms combined with
achieving additional revenue enhancements and
operating cost savings, the current Amtrak network
of service and level of operation cannot be sustained
substantially beyond 1996. The financial impact of
the reforms, revenue enhancements, and cost reduc-
tions, or the changes that will need to occur in their
absence, cannot be reliably estimated ar this time.
Accordingly, Amtrak’s financial statements do not
include any provisions for the financial impacts of
abandonments, curtailments, separations, or other
marters resulting from not obrtaining needed legisla-
tive reforms and from not achieving sufficient rev-
enue increases and productivity improvements.




At September 30, 1995, 94,122,478 shares of
$100 par value preferred stock were autho-
rized, all of which were issued and outstanding. On
November 2, 1995, 1,251,090 shares were issued at
par value increasing the total number of authorized
shares issued and outstanding to 95,373,568, At
September 30, 1994, 86,062,478 shares were
authorized, all of which were issued and outstand-
ing. All issued and outstanding preferred shares are
held by the Secretary of Transportation for the ben-
efit of the federal government. Dividends are to be
fixed at a rate not less than 6% per annum, and are
cumulative so that no dividends may be paid on
the common shares prior to the payment of all

NOTE 4: PROPERTY AND EQUIPMENT

NOTE 3: PREFERRED AND COMMON STOCK

accrued but unpaid dividends on the preferred
shares. No dividends have been declared. The pre-
ferred stockholder is also entitled to a liquidation
preference over common shares involving a pay-
ment of not less than par value plus all accrued
unpaid dividends. Each share of preferred stock is
convertible into 10 shares of common stock at the
option of the preferred stockholder.

At September 30, 1995 and 1994, 10,000,000
shares of $10 par value common stock were autho-
rized, of which 9,385,694 shares were issued and

outstanding.

Total fixed assets presented in the Consolidated Balance Sheets consisted of the following

at September 30, 1995 and 1994 (in thousands):

1995 1994

LOCOTIOTIVES wcvovesmesosornpisis e aias e o e T T T e s 1t $ 610,745 $ 584,975
PASSEINZEL CALS c.vviviviiiiiiistie ettt ettt 1,752,033 1,627,267
Orthierrolling stockicsnmmnmammssammmmsmmrnm 144,226 98,240
Right-of-way properties ........ocoeioeuieriereieieiees e 3,070,833 2,979,610
Other Properties ..o 1,082,170 966,665
Leasehold improvements. ......c.ccovoeviuiviiviseicce s 201,357 196,446

6,861,364 6,453,203
Less—Accumulated depreciation and amortization ..................... (2,392,902) (2:175,202)

Ner property and equipment ........cccovceiiiicinieiinns

$ 4,468,462 $ 4,278,001
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National Railroad Passenger Corporation and Subsidiaries (Amtrak)

Notes to Consolidated
Financial Statements
(continued)

For the Years Ended September 30, 1995 and 1994

NOTE S: BORROWING ARRANGEMENTS

Toral equipment and other debt presented in the Consolidated Balance Sheets consisted of the following at
September 30, 1995 and 1994 (in thousands):

1995 1994
Current Long-term Current  Long-term
Equipment obligations ...........ccocovninnnnn. $ 2,318 $158,565 $ - $ 72,162
Credit agreements .......cocovvveieieeirseecvinnnnn, 8,500 25,500 68,500 15,000
Notesipayabler. sy 5,540 37.539 5,540 43,079
BoRds . ssemmarmnnn s - 30,000 - 30,000
Constrilction [0ah s 4,696 12,189 4,670 16,885
UDAG |oan oo man, 130 12,487 130 12,617
$21,184 $276,280 $78,840 $189,743

I n 1991, Amtrak entered into an agreement with
a manufacturer for the construction of 140 pas-
senger 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 manu-
facturer toward the base order cars’ and option cars’
construction. Interest on amounts advanced is
being charged to Amrrak during construction, is
payable quarterly, and is being capiralized. Interest
capitalized during the years ended September 30,
1995 and 1994 totaled $4,563,000 and
$8,350,000, respectively. Reductions to principal
owed take place as portions of principal relating to
delivered cars are refinanced under a separate capi-
tal leasing arrangement. During 1995, such princi-
pal reductions totaled $28,263,000 relating to 16
cars delivered under the base order. Altogether,
Amtrak has taken delivery of 136 cars under the
base order at September 30, 1995. The remaining
4 cars under the base order were delivered in
October 1995. Principal repayments of all out-
standing advances pertaining to the 140 base order

cars are now due in 80 consecutive quarterly
installments commencing December 1995.
Principal repayments of all outstanding advances
pertaining to the 55 option cars are due in 80 con-
secutive quarterly installments commencing the
earlier of the third month following the last option
car’s delivery or September 30, 1997. All amounts
borrowed by Amtrak under the remaining debr are
secured by those finished passenger cars nor refi-
nanced under the capital leasing arrangement.

Amtrak has $150,000,000 of unsecured lines of
credit with banks expiring in December 1995,
which are subject to certain conditions. Borrowings
under these agreements bear interest based on the
London Interbank Offered Rate (LIBOR), certifi-
cate of deposit rates, or prime rate. Amrrak pays
various fees on its credit lines. These lines of credit
were not used at any time during 1995. Amtrak
expects these lines of credit to be renewed with sub-
stantially similar terms and conditions.

Under a credit agreement, Amtrak has a $15,000,000
outstanding balance at September 30, 1995,




NOTE 5S: BORROWING ARRANGEMENTS (CONTINUED)

bearing interest at the LIBOR. This amount is
being repaid in $1,500,000 quarterly installments
through March 1998. Under another credit agree-
ment, Amtrak has a $19,000,000 outstanding bal-
ance at September 30, 1995, bearing interest at the
Eurodollar rate. This amount is to be repaid in
semi-annual installments from April 1997 to
October 1999.

Under a term note, Amtrak has an $8,775,000 out-
standing balance due at September 30, 1995, bear-
ing 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 fixed rates
of interest and due in full in December 2003. The
seller has secured a mortgage on the facility as well
as an irrevocable unconditional $4,000,000 letter
of credit as collateral.

At September 30, 1995, CUS is obligated to repay
$14,304,000 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 September 30,
1995 are $30,000,000 of Philadelphia Authority
for Industrial Development tax-exempt private-
activity bonds (Bonds) issued for the benefir of
TSLs rehabilitation 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 provisions 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, 1995 Amtrak’s aggregate deposits
into the fund were $1,500,000. Since the Bonds
are subject to optional tender by the bondholders,
TSL has executed a Liquidity Facility which pro-
vides funds to purchase the Bonds surrendered
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
installments each April to be paid in full by
November 17, 1998. The loan is secured by a lease-
hold 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, 1995. 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 7.5% and 5.9% per annum
at September 30, 1995 and 1994, respectively.

At September 30, 1995, scheduled maturities of long-term equipment and other debrt over the next five

years were as follows:

Year Ending
September 30

Amounts
(In Thousands)

........................................................ $ 21,184

24,116
21,961
18,343

5,926

........................................................ 205,934

$297.,464
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National Railroad Passenger Corporation and Subsidiaries {Amtrak)

Notes to Consolidated
Financial Statements
(continued)

For the Years Ended September 30, 1995 and 1994

NOTE 6: LEASING ARRANGEMENTS '

Capital Leases

Amtrak leases items of equipment, primarily passenger cars and locomotives, under capital leasing arrangements.
At September 30, 1995 and 1994, the gross amount of assets recorded under capital leases was $603,722,000
and $557,483,000, respectively, with accumulated amortization of $100,283,000 and $69,296,000, respectively.
At September 30, 1995, future minimum lease payments under capital leases were as follows:

Year Ending Amounts
September 30 (In Thousands)

§ 52,930
45,949
47,288
51,237
49,826

B 1 = L O —— 753,861

1,001,091
Less:amount:representininterest:  usmems s e v e e e s ana s 461,583

Present value of minimum lease payments at September 30, 1995 .......oooovovommomreorsoeon. $ 539,508

Operating Leases
At September 30, 1995, Amtrak was obligated for the following minimum rental payments under operating
leases chat have initial or remaining noncancelable lease terms in excess of one year:

Year Ending Amounts
September 30 (In Thousands)

$ 9,536
9,535
7,579
6,021
5,491

63,306

$101,468

Rent expense for the years ended September 30, 1995 and 1994 was $25,236,000 and $24,140,000, respectively.




NOTE 7: CONTINGENCIES

mutrak is involved in various litigation and

arbitration in the normal course of business.
While the outcome of these matters cannot be
predicted with certainty, it is the opinion of
management and counsel that the disposition of
these matters will not materially affect Amrrak’s
consolidated financial statements.

Amtrak has self-insured certain risks with respect to
losses for third-party liability and property damage.
Insurance coverage for liability losses from
$10,000,000 to $200,000,000 is provided by
insurance companies owned by Amtrak and various
other railroads and transit authorities.

NOTE 8: 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. Amtrak’s
funding policy is to periodically contribute amounts
recommended by outside actuaries. Pension expense

for 1995 and 1994 was $255,000 and $4,371,000,

respectively. Included in the 1995 expense is a
$2,051,000 curtailment gain rcsulting from restruc-
turing activities. Included in the 1994 expense are a
$659,000 curtailment gain and $3,769,000 in termi-
nation benefits resulting from restructuring activities,
The following tables set forth the Plan’s funded
status, amounts recognized in the Consolidated
Balance Sheets at September 30, 1995 and 1994,
and components of the net pension expense for

1995 and 1994 (amounts in thousands):

1995 1994

Actuarial present value of benefit obligations: - -

Accumulated benefit obligation, including vested

benefits of $77,573 and $67,753, respectively ....cooeeevvivieeniicnrnenn. $ 78,398 $ 68,572
Plan assets at fair value, primarily fixed income - -

investmentsand listed Stocksi v o v nimanisa s $109,298 $ 97,021
Projected benefit obligation for service rendered to date.....ocvvveecnnnnn, 100,468 90,269
Plan assets in excess of projected benefit obligation .........ccoccceveencennnee. 8,830 6,752
Unrecognized prior service cost being amortized over 13.9 years......... 5,900 4,205
Unrecognized Nt gai.......coviveeiniieriiinienieesss e (18,187) (12,961)
Unrecognized net asset existing at October 1, 1986

being amortized over 11.6 Years ......ocooeoivieiieeiieicicceeee e (2,781) (3,827)

Accrued pension expense recognized in
Consolidated Balance Sheets

........................ $ (6,238) $ (5,831)
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Notes to Consolidated
Financial Statements
(continued)

For the Years Ended September 30, 1995 and 1994

for
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NOTE 8: RETIREMENT BENEFITS (CONTINUED)

_ 1995 1994
N ¢ Net pension expense for 1995 and 1994 included the -
\ N following components:
N Service cost—benefits earned duiring the period .o $ 3,766 $ 4,045
! Interest cost on projected benefit obligation ... 6,852 6,262
\w Actual return on Plan assets........oo.ivveveeeeeeeeeeeeeeeeeee oo (16,267) (1,895)
L Net amortization and deferral..........cccoooveiiiiecieeiesseesesens 7,955 (7,151)
N Curtailment gain ..oooevveeeiceeeeeee e, (2,051) (659)
& Termination benefits ......coiveeeioseeeeeeeeeeeeeee e - 3,769
INet Pension EXPense .........ccceviiriiuereieceeeeeeeeeeese e eeeeen $ 255 $ 4,371

N
S
S
)
o~
iy
~

The weighted average discount rate used in deter-
mining the projected benefit obligation was 7.5%
and 8.0% in 1995 and 1994, respectively. The
projected rate of increase in future compensation
levels was 4.0% and 5.0% in 1995 and 1994,
respectively. The assumed long-term rate of return
on Plan assets was 8.00% in 1995 and 1994. The
unfunded accrued pension cost at September 30,
19806, is being amortized over the remaining aver-
age service life of Plan members, and $819,000 and
$1,127,000, net of amortization, is included under
“Postretirement employee benefits obligation” in
the Consolidated Balance Sheets at September 30,
1995 and 1994, respectively.

Other Postretirement Benefits
Amtrak provides medical benefits to its retirees and
life insurance to some rerirees in limited circum-
stances. Substantially all salaried employees may
become eligible for medical benefits if they meet
the service requirement and reach the normal
retirement age while still working for Amtrak.
Company-provided medical benefits are reduced
when covered individuals become eligible for
Medicare benefits or reach age 65, whichever 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 bene-
fits were $1,729,000 and $1,679,000 for 1995 and
1994, respectively.

Postretirement benefits expense for 1995 was
$1,366,000 which included a $5,308,000
curtailment gain related to restructuring acrivities.
In fiscal year 1994, as part of adoprting the
provisions of Statement of Financial Accounting
Standards No. 106, “Employers’ Accounting for
Postretirement Benefits Other Than Pensions,”
Amtrak elected to immediately recognize in the
first quarter, a one-time, noncash transition
obligation of $90,646,000. This cumulative
catchup adjustment as of October 1, 1993
represented the discounted present value of
expected future retiree health and life insurance
benefits attributed to employees’ service rendered
prior to that date. The effect of this change on
fiscal year 1994 after recording both that year’s
provision and the cumulative effect for prior years,
was a noncash expense of $101,403,000. As a
result of restructuting activities, a $6,194,000
curtailment loss was also recognized increasing the
total noncash expense to $107,597,000. The

pro forma effect of the change on years prior to
fiscal year 1994 was not determinable. Railroad
agreement employees’ healthcare and life insurance
benefits are covered by a separate multi-employer




NOTE 8: RETIREMENT BENEFITS (CONTINUED)

plan, and therefore are not subject to the provisions
of this statement. The following tables set forth
the liability recognized in the Consolidated Balance

Sheets at September 30, 1995 and 1994 and
components of the net postretirement benefits
expense for 1995 and 1994 (amounts in thousands):

Accumulated postretirement benefit obligation:

Former employess: csnsmasssimsiasimaas
Fully eligible active employees.........cccevviriririrennee.
Other dctive employees:mimisimsmmesms s

Unrecognized net gain ..........ccocooiioiiiicc i

Tortal postretirement benefits liability c...cooveeeiinn

Net postretirement benefits expense for 1995 and 1994

included the following components:
Service cost—benefits earned during the period

Interest cost on accumulated benefit obligation

Full transition obligation..........ccccccoveiiiiicninnnnans
INEF AOTEZACION s asvasvesssm s i

Curtailment (gain) loss......ccooeevienniviniicinn

Net postretirement benefits expense .......cvveecciecennees

1995 1994

...................... $ 32,170 $ 38,964
....................... 6,886 22,029
....................... 35,781 44,292
....................... 29,288 =
....................... $104,125 $105,285
$ 2,823 $ 3,598

5,239 7,159

........................ . 90,646
........................ (1,388) -
........................ (5,308) 6,194
........................ $ 1,366 $107,597

The weighted average discount rate used in deter-
mining the accumulated benefit obligation was
7.5% and 8.0% in 1995 and 1994, respectively.

For measuring the expected benefit obligation,
8.0% and 12.5% annual rates of increase in the per
capita claims cost were assumed for fiscal years 1995
and 1994, respectively. This rate was assumed to

remain at 8.0% in 1996 and then gradually decrease
to 5.0% by 2002, and remain at that level there-
after. If the assumed healthcare cost trend rate

were increased by one percentage point, annual net
postretirement benefit expense and the related
accumulated benefit obligation would increase by

$1,659.000 and $13,509,000, respectively.

NOTE 9: ENVIRONMENTAL MATTERS

s ome of Amtrak’s past and present operations
involve activities which are subject to
extensive and changing federal and state
environmental regulations which can give rise to
environmental issues. As a result of its operations
and acquired properties, Amtrak is from time to
time involved in administrative and judicial
proceedings and administrative inquiries related to
environmental matters.

In 1976, Amtrak acquired its Northeast Corridor
properties. These properties had been occupied and
used for many years by a railroad which had declared
bankruptcy during the carly 1970%. It is Amtrak’s
policy to capitalize recoverable remediation costs for
properties acquired with existing environmental

conditions and to expense remediation costs
incurred on properties for environmental clean-up
matters occurring after acquisition. During fiscal
year 1994, Amrrak established a $32,975,000 reserve
for sites where environmental agencies have initiated
legal action, where Amtrak has held discussions
with environmental agencies regarding remediation
and other possible actions, or where management
has concluded that Amtrak will have to perform
remedial actions. During 1995, Amtrak increased
this reserve to $47,475,000. This reserve is based
on Amrtrak’s present estimate of the costs it will
incur related to these sites. Amrtrak has not
recorded any receivables for recoveries from other
parties or from insurance because such recoveries
are not sufficiently certain.
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National Railroad Passenger Corporation and Subsidiaries (Amtrak)

Notes to Consolidated
Financial Statements

(concluded)

For the Years Ended September 30, 1995 and 1994

NOTE 9: ENVIRONMENTAL MATTERS (CONTINUED)

Amtrak’s management and counsel believe that
additional future remedial actions thar might be

ursuant to provisions of the Economic Recovery

Tax Act of 1981, Amrrak sold the rights to the
tax benefits associated with certain qualified assets.
Cash proceeds from these sales plus accrued interest
are subject to certain restrictions, and therefore are
presented as a non-current asset and deferred
revenue in the Consolidated Balance Sheets.
Revenue is recognized in other revenues to the

or cash and cash equivalents and accounts receiv-
Fahlc, the carrying amounts approximate fair value
because of the short maturities of these instruments.
The carrying amount of escrowed proceeds from sales
of tax benefits also approximares fair value since all of
the escrowed proceeds are invested in instruments
having short maturities. The carrying amounts of the
credit agreements, bonds, construction loan, and por-
tions of notes payable and equipment obligations
approximate fair value. All charge interest ar rates
that are periodically adjusted to marker.

taken or required, if any, will not be material to
Amtrak’s financial position.

NOTE 10: SALE OF TAX BENEFITS

extent restrictions have been lifted and funds released
to Amtrak. For the years ended September 30, 1995
and 1994, Amtrak recognized revenue of
$36,933,000 and $8,313,000, respectively, from
these restricted funds. In 1995, Amtrak negotiated
an acceleration of the release of $30,000,000 of
these restricted funds.

NOTE 11: FAIR VALUE OF FINANCIAL INSTRUMENTS

The estimated fair values of remaining equipment
obligations and notes payable were based upon dis-
counted cash flow analyses using interest rates avail-
able to Amtrak and CUS at September 30, 1995 and
1994 for debr with the same remaining maturities.
Although by nature interest free, the UDAG loan was
also valued based upon a discounted cash flow
analysis using a September 30, 1995 market interest
rate. The estimated fair values of these financial

instruments are as follows (amounts in thousands):

1995 1994
Carrying Fair Carrying Fair
Amount Value Amount Value
Notes payable ................ $ 43,079 $ 31,056 $48,619 $35,761
Equipment obligations ..... $160,883 $170,661 $72,162 $67,281

UBAG loaiimsennmmmmmnensnsisrms

$12,617 $ 3,892 $12,747 $ 4,209




n 1994, Amerak announced its plan for a major
Ircorganization of the corporation around definable
strategic business units (SBUs) and as a result
recorded a restructuring charge of $71,503,000.
The charge included severance and other personnel
reduction costs, as well as the writedown of old
and inefficient rolling stock to be disposed of as
routes and services are adjusted. During 1994,
$21,917,000 of charges were made against the
reserve, leaving a balance as of September 30, 1994
of $49,5806,000.

During 1995, $17,951,000 of workforce related

and $1,856,000 of equipment related charges were
made against the reserve. As of September 30, 1995,
$29,779,000 of the reserve remains to be utilized in

future years.

NOTE 13: SUPPLEMENTAL CASH FLOW INFORMATION

or the years ended September 30, 1995 and

1994, Amtrak engaged in the following investing

and financing activities that affected recognized

NOTE 12: RESTRUCTURING CHARGES

In 1995, an additional $14,523,000 was charged
against current operations as restructuring expense.
This amount reflects the cost of conversion of
operations from a highly centralized ro a
decentralized SBU basis, and includes the setup

of the SBU facilities and relocation of personnel.
The process of decentralization is designed to
concentrate on market segmentation, product
differentiation, and the continuous development
of a smaller and more productive workforce.
Management believes that its restructuring plan will
be fully implemented in 1996, Management
anticipates that there will be further restructuring
expenses in 1996 in order to complete the marker
segmentation, product differentiation, and the

continued downsizing of the workforce.

assets, liabilities, and capitalization, but did not
result in a change in cash and cash equivalents
(amounts in thousaneds):

1995 1994

Net increase (reduction) in obligation due to a third-party

lender in connection with the construction and

lease refinancing of Passenger Cars.......coiieeeniersiiessesenee e, $69,408 $ (14,589)
[nterest earned on escrowed proceeds of tax benefits sales...................... 5 2375 $ 1,790
Capital lease obligations incurred in connection

with the leasing of new equipment ..., $47,968 $233,309
Promissory note issued in connection with

the acquisition of a parking facility ... = $ 20,000
Federal paid-in capital from Federal Railroad Administration

payments of excess retirement and unemployment raxes .................... - $137,000

Cash interest of $43,411,000 and $24,273,000 was paid during the years ended September 30, 1995

and 1994, respectively.
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M anagement is responsible for
the preparation and integrity
of the consolidated financial statements
presented in this Annual Report.
These statements have been prepared
in accordance with generally accepted
accounting principles applied on a
consistent basis, except for the
adoption of FAS 106, Employers’
Accounting For Postretirement
Benefits Other Than Pensions at
Ocrober 1, 1993, and necessarily
include some amounts that are based
on management’s best estimates and
judgment. Management considers
that the financial statements present
fairly Amtrak’s financial position,

results of operations, and cash flows.

To meer its responsibility, management
maintains a comprehensive system

of internal controls, policies and
procedures to assure the proper
authorization of transactions, the
safeguarding of assets and reliability
of financial information. The system
provides reasonable assurance, not
absolute, that the related records fairly
reflect all transactions in accordance
with management’s authorization, and

are properly recorded so that reliable

g Iv

Thomas M. Downs

Chairman and President

Manaagement

financial records are maintained and
reports can be prepared. The concept
of reasonable assurance is based on the
recognition that the cost of a system
of internal controls must be related to

the benefits derived.

An important part of the internal
controls system, is Amtrak’s intent to
maintain a high standard of ethical
conducr in all business activities.
Internal accounting controls, operating
controls, as well as a corporate rules of
conducr and a business ethics policy,
are documented and communicated

to all levels of management.

The Board of Directors reviews the
system of internal controls and
financial reporting. The Board

meets and consults regularly with
management, the internal auditors
and the independent accountants to
review the scope and results of their
work. The accounting firm of Price
Waterhouse LLP has performed an
independent examination of the finan-
cial statements and has full and free
access to meet with the Board, withour
management representatives present,

to discuss the results of the audit.

Elizabeth C. Reveal
Chief Financial Officer
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