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CN ACQUISITION OF THE EJ&E

Issue Summary

Canadian National Railway has applied for Surface Transportation Board approval to purchase the 198-mile EJ&E rail line that runs in an arc from Waukegan, Illinois to Gary, Indiana.  CN plans to use this line as a Chicago bypass route for its Intermodal freight traffic that currently moves through central Chicago.  In a September 26, 2007 conference call with media and investors, CN CEO, E. Hunter Harrison referred to this acquisition as “the only pinch point on our system, our network.  Everything that we haul from the east and west of Canada, which is a good bit, into the U.S. will all be substantially helped from transit time and consistency standpoint.”

The Coalition and other suburban communities are concerned about community impacts (safety, traffic gridlock, property values, etc.) along the EJ&E as it has never been heavily used for freight traffic.   We have been told to expect traffic increases of 400 to 600% if this acquisition is approved and we believe that these figures greatly understate the reality beyond CN’s three-year projections.  Along the EJ&E there are 133 grade level crossings that intersect with existing roads that are heavily used; AMTRAK uses parts of the line for its downstate Illinois service into Chicago; and, a proposed Metra commuter rail service – the Star Line – are all at risk if this proposal goes through.

CN has invested $150 million in a Container Terminal project out of the Port of Prince Rupert in Canada, including $25 million for Intermodal infrastructure, $25 million in tunnels, bridges and siding, and $100 million in 50 new locomotives “while adding capacity along the route all the way to Memphis.”  The Port of Prince Rupert is billing itself as the “Leading Edge Gateway to Asia.”   It opened Phase 1 of its operations on September 12, 2007, enabling it to handle a capacity of 500,000 TEU’s annually.  However, Phase 2 -- with construction set to begin later this year and a completion date of 2012 -- will increase the Port of Prince Rupert’s capacity to 2 million TEU’s, and to 5 million TEU’s by 2020.   

The Port capacity and rail infrastructure are being billed as a transport combo that will offer “unmatched speed, efficiency and dependability.”  CN is the only railroad that will run from the Port of Prince Rupert – a port that was “designed to lure shipments of Asian goods away from congested ports.”  In fact, the Port markets itself to customers by boasting significant “strategic advantages”:

Prince Rupert is closer to Asia than Seattle by 30 hours and Los Angeles/Long Beach by nearly three days.  The terminal itself is a dedicated, high-performing Intermodal facility, which means no trucks and quick movement of cargo between the 200 meters separating the ship and rail cars…The new trade corridor will revolutionize shipping and distribution lines throughout North America and across the Pacific.

The Canadian government’s Pacific-Gateway initiative is projecting that “Asian trade will see a 300% increase in the volume of containers brought into North America by 2020.”  The Chicago Region Environmental and Transportation Efficiency Program (CREATE) says rail freight volume traveling through Chicago is expected to “nearly double” in the next 20 years.  We expect that a great deal of this regional traffic will be heading down the EJ&E – a rail line that CN wants to transform from the equivalent of a small county road into a rail freight “superhighway.”  

We are opposed to this deal as CN has no plans to invest sufficient funds in fixing the problems it will be creating in dozens of communities.  Mitigation costs for creating vital safety-related overpasses or underpasses will be in the $2 to $3 billion range.  In response, CN has offered $30 to $40 million and has stated the rest needs to come from American and Illinois taxpayers.  

We think it makes sense for CN to be held to the same type of corporate community standards all businesses are held to in 2008.  You can't site a warehouse, a big box store, a housing development or an industrial development in this country without making the infrastructure investment that integrates it into the community you are trying to do business in.  As the sole beneficiary of this transaction, CN needs to do the same -- and with $2 billion in annual profits -- it can afford to do so.  It is bizarre to think that a railroad should be allowed to act like a "robber baron" of a century ago rather than a "good corporate citizen" that is today's normative practices. 
CN tells the opponents of this transaction that it good for the region and the nation.  We fail to see how asking American taxpayers to foot the bill to fix the problems it is creating in northern Illinois is good for the region or the nation.  We fail to see that demanding American taxpayer dollars be part of a plan to fix the CN “pinch point” in its rail system that will only facilitate taking jobs away from American workers at American ports is good for the region or the nation.  High-paying jobs at American west coast ports is only the tip of the iceberg when it comes to how this deal will negatively impact American workers --  ancillary and pipeline industries that depend upon the competitiveness of American ports will be harmed across the country.

We believe that American workers, American communities, and American elected officials can unite to protect our joint interests against a foreign corporation that is not only indifferent to the harm it is doing to us, but also has the arrogance to say we need to foot the bill!
CN ACQUISITION OF THE EJ&E

 REGIONAL IMPACT
· The acquisition of the EJ&E by Canadian National will negatively impact the 34 communities that CN admits will experience more freight traffic, as well as the 80 communities they claim will see a decrease in freight traffic.  Any decrease in freight traffic in those latter communities will be short-lived when other railroads move in to fill the capacity CN leaves behind.  In a November 9, 2007 meeting in Franklin Park with numerous elected officials, CN spokesman Jim Kvedaras had to admit (when specifically asked) that freight traffic decreases in those 80 communities would be shortlived. Subsequent CN public comments have had to admit to that fact.  

· The EJ&E runs through numerous “bedroom communities” that are home to the people who are the economic foundation to the greater Chicagoland economy.  Many provide the residential neighborhoods and quality schools that attract people to the idea of living and working in the greater metropolitan area.  With 133 grade-level crossings along the line, the flow of commuter traffic will be continuously gridlocked as CN makes the EJ&E their “Interstate 294” of freight traffic.  These communities are not equipped with the rail crossing infrastructure to handle a massive increase in freight traffic, nor do they have the taxing authority to build the infrastructure that is needed for these communities to remain viable for commuter lifestyles. 

· With 133 grade crossings along the “J”, the needed investment in infrastructure improvements is prohibitively expensive.  Conservatively estimating that 50% of those crossings would need an underpass/overpass built (at an estimated cost of $40 million per crossing) the necessary infrastructure improvements would amount to almost $3 billion!  CN is only willing to invest $30 to $40 million if the STB mandates that it pay for some mitigation.  CN says the remainder will need to be paid by American taxpayers.  
· CN’s purchase of the EJ&E line could doom a planned expansion of commuter rail that will help more than a million suburban residents get to work faster as road congestion continues to snarl suburban roads. The STAR line running from Prairie Stone to Joliet, part of Metra’s future expansion, would connect suburban communities by linking together some of the existing Metra lines.  Metra was planning to run the STAR line along the existing EJ&E tracks that CN is proposing to purchase. Without access to the EJ&E tracks, the STAR line could be shelved indefinitely, which will mean much longer commutes for the people of northern Illinois.
· CREATE (Chicago Region Environmental and Transportation Efficiency) was formed a decade ago as the commonsense, comprehensive, regional solution to numerous rail issues in the greater Chicago area.  This public-private partnership has bipartisan support on the local, state and federal levels and has secured federal tax dollars as a funding mechanism.  With this acquisition, the region will have a second major freight corridor that will compete directly with CREATE for scarce state and federal tax dollars, thereby undermining the region’s shared goal of a comprehensive solution to freight traffic management.
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