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April 29, 2010

My, Walter Pasrowskd

Chadr, Rall Predght Service Beview Panel
Trans ;:zm%' Canada

180 Elgin Street

St 8538
Ottawa, Dntario
Kis OMS

Dear My, Paszowski

fam writing on behalf of the fourtesen members of the Assoaciation of Internastional Automobile Manufacturers
of Canada (AAMO), the national association representing the Canadian interests of 14 manufacturers and
distributors of light duty vehicles including BMW Canada Inc., Honda Canada Inc., Hyundal Auto Canada Corp,
Jaguar Land Rover Canada ULC, Kia Canada Inc., Mazda Canada Inc., Mercedes-Benz Canada Inc., Mitsubishi
Motor hales of Canada Ing,, Missan Canada Ing., ?f);%he Cars Canada Lid,, Subaru Canada Ing,, Suzukd Canads
nc., Teyota Canada nc., and Volkawagen Group Canada ne. Our member’s contribution to the Canadian
economy and marketplace is substantiall  In 2009 our members accounted for over 554 of all new vehicles
sobdd i the Canadian market,

#ermbers of the AIAMC are encouraged that the government i reviewing the current state of rail freight
service in Canada.  Ensuring effective and efficlent freight fravel is important to the automotive industry
especiatly since so much of owr business depends on timely delivery, The AIAMC appreciates the opportunity
to submit comments and recommendations in response fo the Rail Freight Service Review, In making this
submission we are mindful of the exhortation in the Review Panel’s Call Letter for Subrissions, dated
Movernber 9, 2009, asking for “submissions for improving the rail based lagistics systom”,

Performance Standards & Accountability

The consultant’s reports 1o the Review Panel reveal that raitways do not structure apmamg plans or design
systems to deliver appropriate, consistent customer service to rall fredght customers,  Many of the AAMC

meambiers experience frustration and fnancial Impacts as a direct result of these ssues. As such, rail dedays
have a large financial impact to many of ouwr mersbers. Delays often result in manufacturers fatling to meet
thetr dealer’s needs,  Ag g direct result, there B a toss In retail sales and therefore lost revenue to the
overall Canadian economy. The phase 1 consultants’ report confirmed the prevalence of wide-spread chronic
service problems that in tum cause serious delays. The report points out that 82 percent of rail sh 3;%{)6‘%"; that
were surveyed sald, “they suffered a serious finoncial impact as a result of poor rail freight service”

Az noted in the Sfdpper’s Survey conducted by NRG Ressarch Groups {phase I consultants’ report), a large
gap has developed in the level of customer service and accountability in the rail industry, We note that over
hatf of the shippers surveyed belleve there are no or very few measures in place 1o hold railways a ."e';zsmfsi'%
for thelr customer service performance, Lack of recourse for stakeholders to hold the raflways 1o acoount for
brephdown in service gives Uitle or no incentive for ralflways to improve thelr service consi s;i.m(..y and
retiability given the lack of competitive pressures that these carriers have the %}méfit of enfoving. The AlARC
members believe that financial penaliies would provide an appropriate incentive for railways 1o improve
thelr overall service performance, In order (o ensure that railways are sufficiently motivated to deliver
customes service, thers must be consequences in place for non-perfomance,
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To build consistency, reliability and accountability into the system the AIAME supports the recommendation
e by NRG Research Groups that calls for “financiol penalties or more overall regulation to sobve issues,
which will i turn gssist in increasing accountability”.

The AARE strongly belisves that two key outcomes of the Review should be tools o policy levers o incraase
the accountability of the raitways to thelr customers snd the development of a national set of key
performance indicators 1o measure service on a continual basis. Key performance indicators (KPVs) will also
prove to be an essential tool In assessing whether or not the recommendations of the Review resull in
inproverd service levels,

Ratlcar Supply

W and OPR currently evaluate supply forscasted over a five day window, We would tke to recmmmend that
this be reduced to two days as incorrect ratlcar type (B versus Tri) can resull in lost capacity andlor
penalties for misuse issued by the raflways themselves,

Rail/Port Service Contracty

Service starddards/BPUs and accountability clauses (compensation) are needed between parties as sl
performance on one side also negatively impact the service level and profitabitity of the other.

Rail Interchange Agreements

Rail Interchange iv a key conbributor to dwell thne and a potential detraction to “onclime” performance,
LaM0 members believe that service agresments between rall companies, with enforcesbls penalties, must
be implemented, Such agreements need to be filed with the appropriste Governmental body 50 that they
hold weight when one rail has a dispute.

Capacity ssue

Another jssue of great baportance to our members s the challenge surrounding capacity Bsues In rall yards
Far instance, outhound traffic from Halifax and Vancouver is often hampered by capacity.  indand, there B
simply & shortage of physical space in rail yards that have detrimental effects to all levels of the supply
chain, Inevitably, this increases travel Hme of cargo, adds to retail customer dissatisfaction and s an adided
expenss to those companies.  Many rall facitities i large centers have not increased capacily despite the
wver increasing share of volume that our members represent in the Canadian automotive market, Taling 3
seriouns ook at how these capacity fssues could be allevisted w ensure the supply change maoves eff

would be valuable,

Damages to commodities

&n issue of concern, particularly for the automotive industry §s the issue of damages to commodities. When
high prived commaodities such as automobiles are shipped in the volumes that they are, damages are a
frequent cocurrence during the shipping process, There 5 a need to have a comprehensive overview of the
damage assessment and payout process for high priced commaodities such as automobiles,

Fuel Charges

Although not addressed in the Rail Freluht Review, an area of particular concern to our members is fuel
surcharges. Fuel surcharges change dramatically depending on a number of factors. 11 would be helphul 1o
take a closer look at how the fuel surcharge s determined versus other similar trarsportation sectors within
the ndustry, We would recormmend that this be looked al In a fulure Review,
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Embargoes

A area that deserves further attention would be the process in which embargoes are issued, There are g
number of things that should be considered including communication and the permil granting process.
Currently there is ttle information available to customers on how this process is administerad,

There 15 also a need for the Hatlways to set a standard for communication and a commitment of minfmal
frrpact 1o non-contributors/ offenders.

Conclusion
We would like to thank vou again for the opportunity to provide input in the Rail Freight Review. We look

forward 1o oworking with vou on this Important initiative and reviewing vour recommendations on iy
Canmda’s rall freight service,

I the meantime, i you have any questions, please do not hesitate to contack me divectly.

Sincerely,

iy o F
Mary Hogarth
Director, Policy Development and Corporate Affairs

Association of Iternationsl Automobile Manufacturers of Canada
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