ATTACHMENT “B”
UTU SECTION 6 PROPOSALS
November 1, 2004

Staffing/Consolidation

New technologies introduced over the last twenty years enable significant
change in job content and design in railroad transportation. The safety and
efficiency of railroad operations have been enhanced through these
developments, and the benefits have flowed substantially to the shipping public
and national economy overall. Present and emerging technologies promise
productivity improvements that will advance this critical change process.

Despite recent volume and revenue growth, the industry still struggles to
fund the enormous infusion of capital needed immediately to deliver service
expected by our customers and to expand capacity essential to sustained
growth. The railroads’ current labor cost model (which still mandates staffing
levels that require the employment of more people than are necessary to conduct
the business and imposes above market wage and benefit costs) produces
relentless labor cost inflation, and is incompatible with the industry’s capital
requirements over the period covered by the new bargaining round. Clearing the
path for healthy capital investment through labor model reform will lead to steady
business growth, new job opportunities in the long run, and a stronger, more
balanced national transportation system. Moreover, the railroad industry's
current demographics present a unique opportunity to effect such changes with
minimal employee impact.

PROPOSED CHANGES:

A 1. All train and engine service positions shall be consolidated. The
consolidated position shall be known as “transportation employee”
and shall be governed by a common collective bargaining
agreement.

2. Subsequent to consolidation, the work formerly performed
separately by the train and engine service positions shall be
performed by qualified transportation employees.

3. Concurrent with consolidation, crew size shall be based on
operational needs as determined by the railroad.

4, Representatives of the railroad and of the transportation employees
shall jointly negotiate an equitable distribution of the work among
transportation employees. In the event the parties are unable to
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reach agreement, the matter shall be referred to final and binding
arbitration.

3. Representatives of the railroad and of the transportation employees
shall jointly negotiate an equitable protective arrangement in
connection with these changes. [n the event the parties are unable
to reach agreement, the matter shall be referred to final and binding
arbitration.

Absent agreement on staffing/consolidation, to the extent that any
collective bargaining agreement requires a crew size which exceeds
operational needs, the compensation of the entire crew shall not exceed
the compensation which would have been paid to the crew had crew
staffing been determined by the railroad by operational needs alone. Such
reduced compensation shall be divided equally among the crew members.




Manpower Utilization and Productivity Improvement

Unscheduled absences by some employees hamper the ability of the
railroad to meet customer service commitments. While the problem is more
acute on weekends and holidays, it may occur at any time. The workforce is
sized to accommodate the generous paid leave provided to railroad operating
employees. However, when large numbers of employees take additional,
unscheduled time off, manpower planning becomes virtually impossible.

Some employees wrongly feel that they have a “right” to work on a less
than full-time basis. Exploitation of “loopholes” in rules; the use of rules for other
than their original intent; and the abuse of rules all facilitate the practice of some
employees of taking unscheduled time off.

The changes proposed by the railroads in this section are designed to
correct employee misconceptions concerning any “right” to elect to work on less
than a full-time basis. The proposed changes will also eliminate rule provisions
which facilitate unscheduled absences.

PROPOSED CHANGES:

1. If an employee does not meet the railroad’s attendance standard for
full time employment, a proportional reduction shall be made in the
railroad’s confributions toward that employee’s benefits based on
his/her availability. An employee who is available less than fifty (50)
percent of the time will not be eligible for benefits.

2 Any existing rules relating to attendance or absences from service
such as leaves of absence, guarantee, lay off, vacation scheduling,
temporary vacancies, exercise of seniority, displacement,
assignment, extra board regulation, and pool regulation, will be
amended or eliminated so as to facilitate full-time employment.
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faults:

Joint Legisiative Proposal

The Federal Employers’ Liability Act (enacted in 1908) govemns
compensation for on-the-job injuries in the railroad industry. The FELA is
outmoded, counterproductive and should be replaced. Among the Act's many

It creates an adversarial relationship between employer and employee.

Some injured employees get nothing while others receive excessive
jury verdicts.

An injured employee’s negligence reduces and sometimes precludes
any recovery.

It encourages employees to stop working and creates disincentives for
rehabilitation.

it cosis much more to administer than other injury compensation
systems.

Much of the excess cost unjustly enriches trial lawyers.

It creates conflicts of interest for labor leaders that have resulted in
corrupt practices.

Labor and management should act to protect the interests of injured
employees by jointly drafting replacement legislation which avoids the
shortcomings of FELA.

PROPOSED CHANGES:

uTu

1.

Develop a joint legislative proposal governing employee
compensation for on-the-job injuries that replaces the traditional
adversarial fault-based approach with constructive and safety-
focused procedures and options designed to better address the
costs and interests of railroads and employees, and which would
provide employees with a share of the millions of dollars that now go
annually to FELA trial [awyers.

if a joint legislative proposal described in #1 is not developed and
enacted, all rates of pay wil be reduced by an amount that
represents the excess costs to the railroads attributable to FELA.
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Job Actions

The Railway Labor Act requires railroads and employees to make every
reasonable effort to avoid interruptions to commerce. This requirement prohibits
employees from engaging in work stoppages over a minor dispute and over a
major dispute prior to completion of the Act’s dispute resolution procedures.

Despite these clear statutory prohibitions, there is a history in the railroad
industry of unlawful work stoppages and other illegal job actions. The result of
these illegal activities is significant harm to the railroads, the nation’s economy
and the public interest as well as to the purpose and intent of the Railway Labor
Act.

The changes proposed by the railroads in this section are designed to
provide the railroads, the economy and the public with the protections they need
and deserve while establishing a reasonable and orderly process to address
disputes in a peaceful and lawful manner.

PROPOSED CHANGES:

1. In addition to prohibitions imposed by law or contained within
existing agreements, require that the union andfor its employees
give ten (10) days advance written notice to the railroad of any
strike, picket, boycott, slowdown, or other self-help activity whether
directed at the railroad or other parties.
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Suspension of Rules

Provide that:

1.

During any work stoppage or disruption in operations due to other
forms of concerted self help by employees in any part of the railroad
industry, any railroad shall have the unilateral right to suspend:

(@) all bulletin, assignment, displacement, mileage or eaming
rules or regulations; any pay and protective provisions of any
applicable agreements;

(b) any other applicable agreements relating to the use or
compensation of employees; and

(c) any agreements which provide for union or agency shop,
deduction for union dues, union fee checkoff or political
confributions.

Such agreements and rules may be suspended by the railroad for
the duration of such work stoppage or disruption and employees will
be assigned any compensation on a basis to be determined by the
railroad in its discretion. This provision is not intended to modify
protection provided under statutory-based employee protection
agreements.




Health and Welfare

The cost to provide health and welfare benefits to railroad employees has
risen significantly in recent years (over 100% since 1999) and, in 2004, cost
more than $1000 per month per employee. The benefit plan design for railroad
employees is much more comprehensive than that available to employees in
other industries. This contributes to the significantly higher costs (more than
70% higher than the U.S. Chamber of Commerce average for medical and life
insurance in 2002).

Railroad employees have only recently begun to contribute toward the cost
of their benefits and those employee contributions are relatively modest when
compared to amounts contributed by employees in other industries. The
railroads are in favor of changes promoting healthy lifestyles and more
responsible use of plan funds by participants.

PROPOSED CHANGES:

1. Effective July 1, 2005 railroad employees will contribute, through a
pre-tax payroll deduction, one-third of the cost of each of the
benefits made available to them by various railroad benefit plans.
Effective July 1 of each succeeding year, such employee
contributions will be increased by one-half of the year-over-year
increase in the cost to provide such benefits to employees.

2. In order to ameliorate the cost of such contributions made by
employees, the parties shall jointly implement appropriate plan
design changes that will reduce the cost to provide such benefits
and provide additional choices under which employees may choose
a lower level of benefits in return for lower contributions.

Paid Holidays

1. Revise existing agreements concerning paid holidays to
substitute Martin Luther King’s Birthday for President’s Day.
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Contract Duration

1. Contract Duration - As mutually agreed.
Moratorium
1. Provisions reflecting mutual understanding of complete labor peace

during moratorium period.

uTuU 8-




ATTACHMENT “B”
UTU-Yardmasters SECTION 6 PROPOSALS
November 1, 2004

Emplovee Selection/Utilization

Existing work rules impede productivity, handicap service, and impose
unnecessary costs by limiting the railroads’ ability to use employees in the most
efficient manner possible.

In every craft there are identifiable positions that play especially critical
roles in the railroad’s ability to consistently and efficiently meet service and
operational needs. Some of these employees work alone while others are part of
a work team where individual performance has a significant impact on the
productivity of the entire team. Many of these jobs involve tasks that are highly
technical and may also be safety sensitive. |t is essential that railroads have the
ability to ensure that the most capable individuals are assigned to such positions.

There are also a host of arcane restrictions that arbitrarily limit a railroad’s
flexibility to have work assigned and performed effectively and sensibly that
should be eliminated.

PROPOSED CHANGES:

1. Eliminate any existing restrictions on utilization of any employee to
perform work.

2. Eliminate any existing restrictions on a railroad’s right to assign
employees to positions based on qualification and ability.

3. Provide that a railroad may designate up to 10% of positions to be
exempt from existing general seniority rules, in addition to those
permitted by current agreements.

4. Provide that a railroad may reqguire an employee to remain on a
position for up to one calendar year.
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Joint Legislative Proposal

The Federal Employers’ Liability Act (enacted in 1908) govemns
compensation for on-the-job injuries in the railroad industry. The FELA is
outmoded, counterproductive and should be replaced. Among the Act's many

faults:

It creates an adversarial relationship between employer and employee.

Some injured employees get nothing while others receive excessive
jury verdicts.

An injured employee’s negligence reduces and sometimes precludes
any recovery.

It encourages employees to stop working and creates disincentives for
rehabilitation.

it costs much more to administer than other injury compensation
systems.

Much of the excess cost unjustly enriches trial lawyers.

It creates conflicis of interest for labor leaders that have resulted in
corrupt practices.

Labor and management should act to protect the interests of injured
employees by jointly drafting. replacement legislation which avoids the
shortcomings of FELA. ‘

PROPOSED CHANGES:

1.

Develop a joint legislative proposal governing employee
compensation for on-the-job injuries that replaces the traditional
adversarial fault-based approach with constructive and safety-
focused procedures and options designed to better address the
costs and interests of railroads and employees, and which would
provide employees with a share of the millions of dollars that now
go annually to FELA trial lawyers.
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2. if a joint legislative proposal described in #1 is not developed and
enacted, all rates of pay will be reduced by an amount that
represents the excess costs to the railroads attributable to FELA.
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Job Actions

The Railway Labor Act requires railroads and employees to make every
reasonable effort to avoid interruptions to commerce. This requirement prohibits
employees from engaging in work stoppages over a minor dispute and over a
major dispute prior to completion of the Act’s dispute resolution procedures.

Despite these clear statutory prohibitions, there is a history in the railroad
industry of unlawful work stoppages and other illegal job actions. The result of
these illegal activities is significant harm to the railroads, the nation’s economy
and the public interest as well as to the purpose and intent of the Railway Labor
Act.

The changes proposed by the railroads in this section are designed fo
provide the railroads, the economy and the public with the protections they need
and deserve while establishing a reasonable and orderly process to address
disputes in a peaceful and lawful manner.

PROPOSED CHANGES:

1. In addition to prohibitions imposed by law or contained within
existing agreements, require that the union and/or its employees
give ten (10) days advance written notice to the railroad of any
strike, picket, boycott, slowdown, or other self-help activity whether
directed at the railroad or other parties.
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Suspension of Rules

Provide that:

1. During any work stoppage or disruption in operations due to other
forms of concerted self help by employees in any part of the railroad
industry, any railroad shall have the unilateral right to suspend:

(@) all bulletin, assignment, displacement, mileage or earning
rules or regulations; any pay and protective provisions of any
applicable agreements;

(b) any other applicable agreements relating to the use or
compensation of employees; and

(c) any agreements which provide for union or agency shop,
deduction for union dues, union fee checkoff or political
contributions.

2. Such agreements and rules may be suspended by the railroad for
the duration of such work stoppage or disruption and employees will
be assigned any compensation on a basis to be determined by the
railroad in its discretion. This provision is not intended to modify
protection provided under statutory-based employee protection
agreements.
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Health and Welfare

The cost to provide health and welfare benefits to railroad employees has
risen significantly in recent years (over 100% since 1999) and, in 2004, cost
more than $1000 per month per employee. The benefit plan design for railroad
employees is much more comprehensive than that available fo employees in
other industries. This contributes to the significantly higher costs (more than
70% higher than the U.S. Chamber of Commerce average for medical and life
insurance in 2002).

Railroad employees have only recently begun to contribute toward the cost
of their benefits and those employee contributions are relatively modest when
compared to amounts contributed by employees in other industries. The
railroads are in favor of changes promoting healthy lifestyles and more
responsible use of plan funds by participants.

PROPOSED CHANGES:

1. Fffective July 1, 2005 railroad employees will contribute, through a
pre-tax payroll deduction, one-third of the cost of each of the
benefits made available to them by various railroad benefit plans.
Effective July 1 of each succeeding year, such employee
contributions will be increased by one-half of the year-over-year
increase in the cost to provide such benefits to employees.

2. In order to ameliorate the cost of such contributions made by
‘employees, the parties shall jointly implement appropriate plan
design changes that will reduce the cost to provide such benefits
and provide additional choices under which employees may choose
a lower level of benefits in return for lower contributions.

Paid Holidays

1. Revise existing agreements concerning paid holidays to
substitute Martin Luther King's Birthday for President’s Day.
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Contract Duration

1. Contract Duration - As mutually agreed.
Moratorium
1. Provisions reflecting mutual understanding of complete labor peace

during moratorium period.
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