Case No. A-13252

MEDIATION AGREEMENT

THIS AGREEMENT, made this___ " day of , 2003 by and
between the participating carriers listed in Exhibit A, attached hereto and
made a part hereof, and represented by the National Carriers’ Conference
Committee, and the employees of such carriers shown thereon and
represented by the Brotherhood of Locomotive Engineers, witnesseth:

IT ISHEREBY AGREED:

ARTICLE | - WAGES

Section 1 - L ongevity Bonus

(@) Not later than three months after the date of this Agreement each
employee who qualifies under subsection (b) shall be paid a Longevity Bonus
of $1,200. Such Bonus shall be paid in a separate check and shall be subject
to withholdings for applicable Federal, State and Local taxes.

(b) Toqualify for the Longevity Bonus an employee must:

(1) have an employment relationship with the carrier as a
locomotive engineer on (December 1, 2003);

(2) have established seniority in train or engine service with a
carrier signatory to this Agreement on or before October
31, 1985; and

(3 (i) have received compensation for active service
performed during the period (October 1, 2003 through
November 30, 2003), or



(ii) have been on authorized leave for such entire period for
personal illness, on-duty injury, or pursuant to the Family
and Medical Leave Act, and return to active service not
later than (April 1, 2004), or

(iii) have been out of service for such entire period due to
carrier disciplinary action that is subsequently rescinded or
overturned with pay for all time lost.

(c) There shall be no duplication of the Longevity Bonus by virtue of
employment under another agreement, nor will such payment be used to
offset, construct or increase guarantees in protective agreements or

arrangements.

Section 2 - Lump Sum Payment

(d) Each employee who qualifies under subsection (b) shall be paid a
Lump Sum of $774.00. Such Lump Sum shall be paid at the same time that
the retroactive portion of the general wage increases provided for in Sections
3 and 4 of thisArticle are paid.

(b) Toqualify for the Lump Sum an employee must:

(1)

(2)

have an employment relationship with the carrier as a
locomotive engineer on (December 1, 2003); and

(i) have received compensation for active service
performed during the period (October 1, 2003 through
November 30, 2003), or

(ii) have been on authorized leave for such entire period for
personal illness, on-duty injury, or pursuant to the Family
and Medical Leave Act, and return to active service not
later than (April 1, 2004), or



(iii) have been out of service for such entire period due to
carrier disciplinary action that is subsequently rescinded or
overturned with pay for all time lost.

(c) There shall be no duplication of the Lump Sum by
virtue of employment under another agreement, nor will such payment be
used to offset, construct or increase guarantees in protective agreements or
arrangements.

Section 3 - First General Wage | ncr ease

(@ Effective July 1, 2002, all standard basic daily rates of pay for
employees represented by the Brotherhood of Locomotive Engineersin effect
on June 30, 2002 shall be increased by four (4) percent.

(b) In computing the increase under paragraph (@) above, four (4)
percent shall be applied to the standard basic daily rates of pay applicable in
the following weight-on-drivers brackets, and the amounts so produced shall
be added to each standard basic daily rate of pay:

Passenger - 600,000 and less than 650,000 pounds
Freight - 950,000 and less than 1,000,000 pounds
(through freight rates)

Yard Engineers - Less than 500,000 pounds

Yard Firemen - Lessthan 500,000 pounds
(separate computation covering five-day
rates and other than five-day rates)

Section 4 - Second General Wage | ncrease

Effective July 1, 2003, all standard basic daily rates of pay in effect on
June 30, 2003 for employees represented by the Brotherhood of Locomotive
Engineers shall be increased by two-and-one-half (2-1/2) percent, computed
and applied in the same manner prescribed in Section 3(b) above.



Section 5 - Third General Wage | ncrease

(a) Effective July 1, 2004, all standard basic daily rates of pay in effect
on June 30, 2004 for employees represented by the Brotherhood of
Locomotive Engineers shall be increased by two-and-one-half (2-1/2)
percent, computed and applied in the same manner prescribed in Section 3(b)
above.

(b) Effective July 1, 2004, in lieu of an additional general wage
increase of one-half (1/2) percent, the carriers shall remit a $40.00 payment
per month with respect to eligible employees to be used to defray the cost of
the BLE’s insured short-term disability plan, as provided in Article IV, Part
A, Section 5(a) of this Agreement.

Section 6 - Standard Rates

The standard basic dally rates of pay produced by application of the
increases provided for in this Article are set forth in Appendix 1, which is a
part of this Agreement.

Section 7 - Application of Wage | ncr eases

(@ The adjustments provided for in this Article (i) will apply to
mileage rates of pay for overmiles, and (ii) will not apply to duplicate time
payments, including arbitraries and special allowances that are expressed in
time, miles or fixed amounts of money.

(b) Miscellaneous rates based upon hourly or dally rates of pay, as
provided in the schedules or wage agreements, shall be adjusted under this
Agreement in the same manner as heretofore increased under previous wage
agreements.



(c) In determining new hourly rates, fractions of a cent will be
disposed of by applying the next higher quarter of a cent.

(d) Daily earnings minima shall be changed by the amount of the
respective daily adjustments.

(e) Existing money differentials above existing standard daily rates
shall be maintained.

(f) Inlocal freight service, the same differential in excess of through
freight rates shall be maintained.

(g) Where applicable, the differential of $4.00 and/or $6.00 per basic
day in freight, passenger and yard service, and 4¢ and/or 6¢ per mile for
miles in excess of the number of miles encompassed in the basic day in
freight and passenger service, will be maintained for engineers working
without firemen on locomotives on which under the former National Diesel
Agreement of 1950 firemen would have been required. Such differential will
continue to be applied in the same manner asthe local freight differential.

(h) In computing the first increase in rates of pay effective under
Section 3 for firemen employed in local freight service, or on road switchers,
roustabout runs, mine runs, or in other miscellaneous service, on runs of
miles equal to or less than the number comprising a basic day, which are
therefore paid on a daily basis without a mileage component, whose rates had
been increased by "an additional $.40" effective July 1, 1968, the four (4)
percent increase shall be applied to daily rates in effect on the day preceding
the effective date of the general wage increase provided for in Section 3,
exclusive of local freight differentials and any other money differential above
existing standard daily rates. For firemen, the rates applicable in the weight-
on-drivers bracket 950,000 and less than 1,000,000 pounds shall be utilized
In computing the amount of increase. The same procedure shall be followed
In computing the increases effective July 1, 2003 and July 1, 2004. Therates



produced by application of the standard local freight differentials and the
above-referred-to specia increase of "an additional $.40" to standard basic
through freight rates of pay are set forth in Appendix 1 which is apart of this
Agreement.

(i)  Other than standard rates:

(i) Existing basic daily rates of pay other than standard shall be
changed, effective as of the dates specified in Sections 3, 4 and 5
hereof, by the same respective percentages as set forth theren,
computed and applied in the same manner as the standard rates were
determined.

(i) Where applicable, the differential of $4.00 and/or $6.00 per
basic day in freight, passenger and yard service, and 4¢ and/or 6¢ per
mile for milesin excess of the number encompassed in the basic day in
freight and passenger service, will be maintained for engineers working
without firemen on locomotives on which under the former National
Diesel Agreement of 1950 firemen would have been required. Such
differential will continue to be applied in the same manner as the local
freight differential.

(iii) Daily rates of pay, other than standard, of firemen employed
in local freight service, or on road switchers, roustabout runs, mine
runs, or in other miscellaneous service, on runs of miles equal to or less
than the number encompassed in the basic day, which are therefore
paid on a daily basis without a mileage component, shall be increased
as of the effective dates specified in Sections 3, 4, and 5 hereof by the
same respective percentages as set forth therein, computed and applied
In the same manner as provided in paragraph (i)(i) above.



ARTICLE 1l - OPTIONAL ALTERNATIVE COMPENSATION
PROGRAM

Section 1

A carrier, a its discretion, may offer employees aternative
compensation arrangements in lieu of the general wage increases provided in
Article | (in whole or part). Such arrangements may include, for example,
stock options, stock grants (including restricted stock), bonus programs based
on carrier performance, and 401(k) plans.

Section 2

(@ The following conditions shall govern implementation of
alternative compensation arrangements pursuant to this Article:

(1) Carier shal notify the appropriate organization
representative(s) regarding its proposed aternative
compensation arrangement(s). The parties shall meet
promptly on such proposal and use their best efforts to
reach agreement on implementation;

(2) The proposed arrangement(s) may be implemented only by
mutual agreement of the carrier and the appropriate
organization representative(s);

(3) The proposed arrangement(s) must be made available to the
smallest employee grouping that can be reasonably
administered.

(b) Nothing herein shall be construed to bar the parties from reaching
mutual agreement on different terms or conditions pertaining to
implementation of this Article.



ARTICLE |1l - COST-OF-LIVING PAYMENTS

Part A - Cost-of-Living Payments Under May 31, 1996 Agreement

Section 1

Article I, Part C, of the May 31, 1996 Agreement, shall be eliminated
effective on the date of this Agreement. On June 30, 2002, the forty-eight
(48) cent cost-of-living allowance pursuant to such provision in effect on that
date shall berolled in to basic rates of pay.

Section 2
Any local counterpart to the above-referenced Article I, Part C that is
in effect on a carrier party to this Agreement shall be amended in the same

manner as provided in Section 1.

Part B - Cost-of-Living Allowance and Adjustments Thereto After
January 1, 2005

Section 1 - Cost-of-L iving Allowance and Effective Dates of Adjustments

(@ A cogt-of-living allowance shall be payable in the manner set
forth in and subject to the provisons of this Part, on the basis of the
"Consumer Price Index for Urban Wage Earners and Clerical Workers
(Revised Series) (CPI-W)" (1967=100), U.S. Index, al items - unadjusted, as
published by the Bureau of Labor Statistics, U.S. Department of Labor, and
hereinafter referred to as the CPI. The first such cost-of-living allowance
shall be payable effective July 1, 2005 based, subject to paragraph (b), on the
CPI for March 2005 as compared with the CPI for September 2004. Such
allowance, and further cost-of-living adjustments thereto which shall become
effective as described below, shall be based on the change in the CPI during
the respective measurement periods shown in the following table, subject to



the exception provided in paragraph (b)(iii), according to the formula set
forth in paragraph (c).

M easurement Periods

Effective Date
Base Month M easurement Month of Adjustment
September 2004 March 2005 July 1, 2005
March 2005 September 2005 January 1, 2006

Measurement Periods and Effective Dates conforming to the above
schedule shall be applicable to periods subsequent to those specified above
during which this Article isin effect.

(b)(i) Cap. In calculations under paragraph (c), the maximum
increase in the CPI that shall be taken into account shall be as follows:

Effective Date of Maximum CPl Increase That

Adjustment May Be Taken Into Account

July 1, 2005 3% of September 2004 CPI

January 1, 2006 6% of September 2004 CPI less
the increase from September
2004 to March 2005

Effective Dates of Adjustment and Maximum CPI Increases conforming to the
above schedule shall be applicable to periods subsequent to those specified
above during which this Articleisin effect.
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(if) Limitation. In calculations under paragraph (c), only fifty
(50) percent of the increase in the CPI in any measurement period
shall be considered.

(iii) If the increase in the CPlI from the base month of
September 2004 to the measurement month of March 2005 exceeds
3% of the September 2004 base index, the measurement period that
shall be used for determining the cost-of-living adjustment to be
effective the following January shall be the 12-month period from
such base month of September; the increase in the index that shall
be taken into account shall be limited to that portion of the increase
that is in excess of 3% of such September base index; and the
maximum increase in that portion of the index that may be taken
into account shall be 6% of such September base index less the 3%
mentioned in the preceding clause, to which shall be added any
residua tenths of points which had been dropped under paragraph
(c) below in calculation of the cost-of-living adjustment which shall
have become effective July 1, 2005 during such measurement
period.

(iv) Any increase in the CPI from the base month of
September 2004 to the measurement month of September 2005 in
excess of 6% of the September 2004 base index shall not be taken
into account in the determination of subsequent cost-of-living
adjustments.

(v) The procedure specified in subparagraphs (iii) and (iv)
shall be applicable to al subsequent periods during which this
Articleisin effect.

(c) Formula. The number of points change in the CPl during a
measurement period, as limited by paragraph (b), shall be converted into
cents on the basis of one cent equals 0.3 full points. (By "0.3 full points"
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it is intended that any remainder of 0.1 point or 0.2 point of change after
the conversion shall not be counted.)

The cost-of-living allowance effective January 1, 2006 shall be the
whole number of cents produced by dividing by 0.3 the number of points

(including tenths of points) change, as limited by paragraph (b), in the CPI
during the agpplicable measurement period. Any residual tenths of a point
resulting from such division shall be dropped. The result of such division
shall be rolled in to basic rates of pay in effect on December 31, 2005 if
the CPI shall have been higher a the end than at the beginning of the
measurement period, and subtracted therefrom only if the index shall have
been lower at the end than at the beginning of the measurement period, but
in no event shall basic rates of pay be reduced below the levelsin effect on
June 30, 2005. If the result of such division requires a subtraction from
basic rates of pay in effect on December 31, 2005, the employee cost-
sharing contribution amount in effect on that date pursuant to Article IV,
Part B, Section 1(e) of this Agreement shall be adjusted effective January
1, 2006 as appropriate to reflect such subtraction. The same procedure
shall be followed in applying subsequent adjustments.

(d) Continuance of the cost-of-living alowance and the
adjustments thereto provided herein is dependent upon the availability of
the official monthly BLS Consumer Price Index (CPI-W) calculated on the
same basis as such Index, except that, if the Bureau of Labor Statistics,
U.S. Department of Labor should, during the effective period of this
Article, revise or change the methods or basic data used in calculating
such Index in such a way as to affect the direct comparability of such
revised or changed index with the CPI-W during a measurement period,
then that Bureau shall be requested to furnish a conversion factor designed
to adjust the newly revised index to the basis of the CPI-W during such
measurement period.
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Section 2 - Payment of Cost-of-L iving Allowances

(@) The cost-of-living allowance payable to each employee effective
July 1, 2005 pursuant to Section 1 of this Part shall be rolled in to basic
rates of pay on that date.

(b) The cost-of-living allowance payable to each employee effective
January 1, 2006 pursuant to Section 1 of this Part shall be rolled in to
basic rates of pay on that date.

(c) The cost-of-living allowance payable to each employee effective
July 1, 2006 pursuant to Section 1 of this Part shall be rolled in to basic
rates of pay on that date.

(d) The procedure specified in paragraphs (b) and (c) shall be
followed with respect to computation of the cost-of-living allowances
payable in subsequent years during which this Articleisin effect.

Section 3 - Application of Cost-of-Living Allowances

Each one cent per hour of cost-of-living allowance that is payable
pursuant to this Part shall be treated as an increase of 8 cents in the basic
daily rates of pay produced by application of Article|. The cost—of-living
allowance will otherwise be applied in keeping with the provisons of
Section 7 of Articlel.

Section 4 - Continuation of Part B

The arrangements set forth in Part B of this Article shall remain in
effect according to the terms thereof until revised by the parties pursuant
to the Rallway Labor Act.
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ARTICLE IV -HEALTH AND WELFARE

Part A - Plan Changes

Section 1 - Continuation of Health and Wdfare Plan

The Railroad Employees National Health and Welfare Plan (“the
Plan”), modified as provided in this Article with respect to employees
represented by the organization and their eligible dependents, will be
continued subject to the provisions of the Railway Labor Act.

Section 2 - Plan Benefit Changes

(@) The Plan’s Comprehensive Health Care Benefit (“CHCB”) is
amended to include one routine physical examination (including
diagnostic testing and immunizations in connection with such
examination) each calendar year for covered employees and their eligible
dependents. Such CHCB benefit shall cover 100% of the Eligible
Expenses involved up to $150, and 75% of such Eligible Expenses in
excess of $150.

(b) Routine childhood (up to age 18) immunizations, including
boosters, for Diphtheria, Pertussis or Tetanus (DPT), measles, mumps,
rubella, and polio shall be provided under the CHCB. This benefit is
subject to the applicable deductible and percentage of Eligible Expenses
payable.

(c) In addition to the Plan’s existing coverage for speech therapy,
such therapy will be a Covered Health Service under the CHCB and the
Plan’s Managed Medical Care Program (“MMCP”), when given to
children under three years of age as part of a treatment for infantile autism,
development delay, cerebral palsy, hearing impairment, or maor
congenital anomalies that affect speech.
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(d) Phenylketonurial blood tests (“PKU”) will be a Covered Health
Service under the MMCP and the CHCB when given to infants under the
age of one in ahospital or on an out-patient basis.

(e) The MMCP will continue to require a co-payment with respect
to the first office visit by a participant or beneficiary to her obstetrician or
gynecologist for treatment of a pregnancy but will not require a co-
payment with respect to any subsequent visit to that obstetrician or
gynecologist for treatment of the same pregnancy.

(f) The MMCP will not require a co-payment on behaf of a
participant or beneficiary with respect to any visit to a physician’s office
solely for the administration of an allergy shot.

(g) A Hearing Benefit will be provided. Such arrangement shall
provide a Maximum Benefit of $600.00 annually for each covered person
for covered expenses. Covered expenses shall consist of charges for
medically necessary tests and examinations to establish whether and to
what extent thereis a hearing loss and charges for a permanent hearing aid
that is medically necessary to restore lost hearing or help impaired
hearing. Such Benefit may, at the carriers’ option, be administered
through the Plan or as a separate arrangement administered by the
National Carriers’ Conference Committee, and will include standard
limitations, conditions and exclusions.

(h) The Plan life insurance benefit for active employees shall be
increased to $20,000, and the Plan’s maximum accidental death and
dismemberment benefit for active employees shall be increased to
$16,000.

(i) All of the benefits as changed herein will be subject to the Plan’s
generally applicable limitations, conditions, and exclusions. Existing Plan
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provisions not specifically amended by this Article shall continue in effect
without change.

(j) Each of the changes contained in this Section shal be
Implemented as soon as practicable.

Section 3 - Vison Care

The benefits provided under the Vision Care Plan shall be changed
from the Select to the Standard arrangement as soon as practicable.

Section 4 - Plan Design Changes To Contain Costs

(@) The parties will promptly solicit bids from interested companies
to provide those services to the Plan involving the Managed Medical Care
Program (“MMCP”) that are currently provided by Aetna U.S. Healthcare.
The parties will evaluate the bids received and the capabilities of the
companies making those bids and will accept such of them (or enter into
negotiations with the bidding company or companies) as the parties deem

appropriate.

(b) The parties will promptly research the existence, costs, benefits
and services provided, outcomes and other relevant statistics of regional
health maintenance organizations, and shall make participation in such of
those organizations as the parties deem appropriate available as an option
to individuals covered by the Plan.

(c) With respect to geographic areas where the Plan’s MMCP is not
currently available but where companies capable of administering the
MM CP provide such services, the parties will solicit proposals from such
companies to administer the MMCP, and will evaluate the proposals they
receive and accept such of them (or enter into negotiations with the
proposing company or companies) as the parties deem appropriate.
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(d) The parties will solicit proposals from pharmacy benefit
managers who specialize in filling prescriptions for injectable medications
and will accept one or more of such proposals (or enter into negotiations
with the proposing company or companies) as the parties deem
appropriate.

(e) With respect to Plan participants and their beneficiaries who live
in an area where they may choose between CHCB and MMCP coverage,
such Plan’s participants and their beneficiaries shall no longer have a
choice but shall be enrolled in the MM CP.

(f) The Individual and Family Out-of-Network Deductibles under
the Plan’s MM CP will be increased to $200 and $600, respectively.

(g) During a prescribed election period preceding the first day of
, 2004, and preceding each January 1 thereafter, employees may
certify to the Plan or its designee in writing that they have hedth care
coverage (which includes medical, prescription drug, and mental
health/substance abuse benefits) under another group health plan or health
insurance policy that they identify by name and, where applicable, by
group number, and for that reason they elect to forego coverage for
foreign-to-occupation health benefits for themselves and their dependents
under the Plan and under any Hospital Association plan in which they
participate. Such election is hereafter referred to as an “Opt-Out Election”
and, where exercised, will eliminate an employer’s obligation to make a
contribution to the Plan and/or dues offset payment to a Hospita
Association for foreign-to-occupation health benefits for the employee and
his dependents.

Each employee who makes an Opt-Out Election will be paid by his
employer $100 for each month that his employer is required to make a
contribution to the Plan on his behalf for life insurance and accidental
death and dismemberment benefits as aresult of compensated service
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rendered, or vacation pay received, by the employee during the prior
month; provided, however, that the employee’s Opt-Out Election is in
effect for the entire month.

If an event described below in the final paragraph of this subsection
(g) occurs subsequent to an employee’s Opt-Out Election, the employee
may, upon providing the Plan or its designee with proof satisfactory to it
of the occurrence of such event, revoke his or her Opt-Out Election. An
employee may also revoke his or her Opt-Out Election by providing the
Plan or its designee with proof satisfactory to it that, after the employee
made the Opt-Out Election, a person became a dependent of the employee
through a marriage, birth, or adoption or placement for adoption. An
employee who revokes an Opt-Out Election will, along with his or her
dependents, be once again covered (effective the first day of the first
month following such revocation that the employee and/or his dependents
would have been covered but for the Opt-Out Election the employee had
previously made) for foreign-to-occupation health benefits under the Plan
or, in the case of an employee who is a member of a Hospital Association,
by the Plan (for dependent coverage) and by the Hospital Association (for
employee coverage). See Side Letter No. 6.

The following events are the events referred to in the immediately
preceding paragraph:

(1) the employee loses digibility under, or there is a termination of
employer contributions for, the other coverage that allowed the
employee to make the Opt-Out Election, or

(2) if COBRA was the source of such other coverage, that COBRA
coverage is exhausted.

(h) The Plan’s Prescription Drug Card Program co-payments per
prescription are revised as follows: (i) Generic Drug - $5.00; (ii) Brand
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Name Drug - $10.00. The Plan’s Mail Order Prescription Drug Program
co-payment is revised as follows: (i) Generic Drug - $10.00; (ii) Brand
Name Drug - $15.00.

(i) Each of the Plan design changes contained in this Section shall
be implemented as soon as practicable except as otherwise provided.

Section 5 - Short-Term Disability

(@ During each month beginning with the month of July, 2004, the
carrier shall remit to the BLE’s insured short-term disability plan (“STD
Plan) the sum of $40.00 (as provided in Article I, Section 5(b)) on a pre-
tax basis with respect to each employee covered by this Agreement for
whom the carrier is required to make a payment to the Railroad
Employees National Health and Welfare Plan or to the new health and
welfare plan described in Part C of this Article during the same month for
foreign-to-occupation health care benefits.

(b) For carriers not covered by Article |, Section 5(b), carrier
payment arrangements (if any) with respect to the STD Plan shall be
governed by such terms as may be agreed to by the parties.

Part B - Employee Cost Sharing of Plan Cost | ncr eases

Section 1 - Employee Cost-Sharing Contributions

(@) Effective July 1, 2001, each employee covered by this
Agreement shall contribute $33.39 per month to the Plan for each month
that his employer is required to make a contribution to the Plan on his
behalf for foreign-to-occupation health benefits coverage for himself
and/or his dependents.
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(b) Effective July 1, 2002, the per month employee cost-sharing
contribution amount set forth in subsection (a) shall be changed to $81.18.

(c) Effective July 1, 2003, the per month employee cost-sharing
contribution amount set forth in subsection (b) shall be changed to $79.74.

(d) Effective July 1, 2004, the per month employee cost-sharing
contribution amount set forth in subsection (c) shall be increased by the
lesser of (x) thirty (30) percent of the increase, if any, in the carriers’ 2004
monthly payment rate over such payment rate for 2003, and (y) $20.26.

(e) Effective July 1, 2005, the per month employee cost-sharing
contribution amount set forth in subsection (d) shall be increased by the
lesser of (x) one-half of the increase, if any, in the carriers’ 2005 monthly
payment rate over such payment rate for 2004, and (y) one-half of the
cost-of-living allowance effective July 1, 2005 pursuant to Article I11, Part
B, Section 1(a), multiplied by one-twelfth of the average straight-time
equivalent hours (“ASTE Hours”) for caendar year 2003.

(f) Effective January 1, 2006, the per month employee cost-sharing
contribution amount in effect on December 31, 2005 shall be increased by
the lesser of (x) the sum of (i) one-half of the increase, if any, in the
carriers’ 2006 monthly payment rate over such payment rate for 2005, plus
(ii) the amount (if any) by which the number described in part (x) of
subsection (€) of this Section exceeds the product described in part (y) of
such subsection (€), and (y) one-haf of the cost-of-living allowance
effective January 1, 2006 pursuant to Article IlI, Part B, Section 1(a),
multiplied by one-twelfth of the ASTE Hours for calendar year 2004.

(g) Effective July 1, 2006, the per month employee cost-sharing
contribution amount in effect on June 30, 2006 shall be increased by the
lesser of (x) the amount (if any) by which the number described in part (x)
of subsection (f) of this Section exceeds the product described in part (y)
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of such subsection (f), and (y) one-half of the cost-of-living allowance
effective July 1, 2006 pursuant to Article Ill, Part B, Section 1(a),
multiplied by one-twelfth of the ASTE Hours for calendar year 2004.

(h) Effective January 1, 2007, the per month employee cost-sharing
contribution amount in effect on December 31, 2006 shall be increased by
the lesser of (x) the sum of (i) one-half of the increase, if any, in the
carriers’ 2007 monthly payment rate over such payment rate for 2006, plus
(ii) the amount (if any) by which the number described in part (x) of
subsection (g) of this Section exceeds the product described in part (y) of
such subsection (g), and (y) one-half of the cost-of-living alowance
effective January 1, 2007 pursuant to Article I, Part B, Section 1(a),
multiplied by one-twelfth of the ASTE Hours for calendar year 2005.

(i) The pattern specified in subsections (g), and (h) above shall be
followed with respect to computation of adjustments to the amount of the
employee cost sharing contribution in subsequent periods during which
this Part isin effect.

(j) For purposes of subsections (d) through (i) above and subsection
(1) below, the carriers’ payment rate for any year shall mean twelve times
the sum of what the carriers’ payments to the Plan would have been, in the
absence of any employee contributions to the Plan, for foreign-to-
occupation health benefits under the Plan per month (in such year) per
employee. The carriers’ monthly payment rate for any year shall mean the
carriers’ payment rate for that year divided by 12. An “employee” for
these purposes shall include any employee who has elected to opt-out of
foreign-to-occupation health benefits under the Plan and under any
Hospital Association plan in which he participates (except for employees
who opt-out pursuant to item no. 2 of Side Letter No. 5).

Carrier payments to the Plan for these purposes shall be deemed to
include amounts paid pursuant to Section 4(g) of Part A of this Article IV
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to employees who elected to opt-out of foreign-to-occupation health
benefits under the Plan and under any Hospital Association plan in which
they participate, but shall not be deemed to include the amounts per such
employee per month (in such year) taken from the Special Account, or
from any other special account, fund or trust maintained in connection
with the Plan, to pay or provide for current Plan benefits, or any amounts
paid by remaning carriers to make up the unpad contributions of
terminating carriers pursuant to Article Ill, Part A, Section 1 of the
November 7, 1991 Implementing Document between the organization
signatory hereto and the carriers represented by the National Carriers’
Conference Committee.

(k) For the purpose of this Section, the ASTE Hoursto be used shall
be based on al such hours for individuals in operating crafts and classes
represented by the Brotherhood of Locomotive Engineers and who are
employed by Class One carriers that are participating in national
bargaining in the round of negotiations that commenced January 1, 2000.

() If the per month employee cost-sharing contribution amount
(“cost-sharing amount™) is increased for the period July 2005 through
December 2005 or any subsequent periods and if a lower payment rate is
established for the calendar year that immediately follows, then the cost-
sharing amount shall be adjusted as appropriate to reflect such decreased
benefit costs. Such adjustment shall be made effective January 1 of the
calendar year for which such payment rate decreaseis applicable and in no
event shall take into account any portion of a payment rate below the
payment rate level established for calendar year 2004. The cost-sharing
amount shall also be subject to adjustment as provided in Article 111, Part
B, Section 1(c) of this Agreement.

(m) For purposes of this Section 1, al references to the “Plan”
(whether express or implied) mean, on or after its effective date, the new
health and welfare plan described in Part C of this Article, except for such
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references that appear in the definition of the carriers’ payment rate in
subsection (j). On and after the effective date of the new plan described in
Part C of this Article, those references mean both such new plan and The
Railroad Employees National Health and Welfare Plan.

Section 2 - Pre-Tax Contributions

Empl oyee cost-sharing contributions made pursuant to this Part shall
be on a pre-tax basis, and in that connection a Section 125 cafeteria plan
will be established pursuant to this Agreement.

Section 3 - Retr oactive Contributions

Retroactive employee cost-sharing contributions payable for the
period on and after July 1, 2001 shall be offset against any payments
applicable to the employee under Article | of this Agreement.

Section 4 - Prospective Contributions

For months subsequent to the retroactive period covered by Section
3, at the employer’s election, employee cost-sharing contributions may be
made for the employee by the employee’s employer. If that election is
exercised, the employer shall then deduct the amount of such employee
contributions from the employee’s wages and retain the amounts so
deducted as reimbursement for the employee contributions that the
employer had made for the employee.

Part C — Creation of New Health and Welfare Plan

Section 1 — I nitial Terms

As soon hereafter as practicable, the parties shall establish and
maintain a new health and welfare plan to be known as The National
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Railway Carriers and Brotherhood of Locomotive Engineers Health and
Welfare Plan (the “NRC/BLE Plan”) and to be governed by a Joint
Governing Committee (“JGC”) with respect to which the carriers party
hereto and the organization party hereto will have equal representation.
The benefits, limitations, terms, conditions and exclusions provided for
under the NRC/BLE Plan will be substantially the same as those provided
for under The Rallroad Employees National Health and Welfare Plan
(“National Plan™) that are described in the booklet entitled, “The Railroad
Employees National Health and Welfare Plan,” effective January 1, 2003,
subject to the modifications of such benefits, limitations, terms, conditions
and exclusions provided for in this Article.

Section 2 — Participation

Upon the date on which the NRC/BLE Plan becomes effective, (i)
the BLE shal cease participation in the National Plan and begin
participation in the NRC/BLE Plan, (ii) employees of the carrier parties
hereto who are represented by the BLE shall be eligible for coverage
under the NRC/BLE Plan, and (iii) no employee covered for employee
and/or dependent benefits under the NRC/BLE Plan during any month
shall be covered for employee and/or dependent benefits during such
month under the National Plan or under the NRC/UTU Plan.

Section 3 - Additional Employee Vendor Options

Blue Cross Blue Shield programs chosen by the JGC will be made
available, as soon as practicable, for selection by employees choosing
coverage under the MMCP in al areas where the MMCP is made
available under the NRC/BLE Plan and throughout the United States for
selection by employees choosing coverage under the CHCB.
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Section 4 - Flexible Spending Accounts

Cdfeteria plan arrangements shall be effectuated, as soon as
practicable, in connection with the NRC/BLE Plan that satisfy the
requirements of Section 125 of the Internal Revenue Code and all other
pertinent provisons of applicable law and that permit an employee to
choose on a pre-tax basis (to the extent allowable under the Internal
Revenue Code) between receiving his’her wages in full or receiving less
than such full wages and applying such wage deduction to medical
expense reimbursements (in an amount no greater than $2400.00 per year),
dependent care assistance benefits (in an amount per month that is no
greater than that permitted under Section 129 of the Internal Revenue
Code), and/or benefits under the BLE's insured short-term disability plan
(in an amount no greater than $20.00 per month).

ARTICLEV - PAY SYSTEM SIMPLIFICATION

PART A - GENERAL

Section 1 - General

The parties have agreed that the current pay system should be
simplified. In agreeing upon a new pay system the following principles

shall apply:

(@ The new pay system will neither create nor result in additional
pay-related costs for a carrier, nor gains for its employees, nor losses for
pre October 31, 1985 employees, except insofar as those employees
acquiring seniority in train or engine service subsequent to October 31,
1985 who, coincident with the establishment of Trip Rates pursuant to this
Article, will have their Trip Rates calculated based upon elements of pay
for which they were not eligible prior to the date of this Agreement.
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Except as otherwise provided herein, pay elements not specificaly
identified in Part B, Section 5 will continue to be covered by existing rules
and will not be impacted by this Article.

(b) The provisions of the new pay system will have no effect on
work rules except where a pay element isincorporated in a Trip Rate.

(c) Any pay element incorporated in a Trip Rate established

hereunder will not be used to support a claim for that pay element relating
to that trip, and carrier shall not be required to respond to any such claim.

Section 2 - M utual Cooper ation

The parties recognize that successful implementation of this Article
Is dependent upon the mutual cooperation of al involved. Therefore, a
Joint Committee shall be established on each carrier party to this
Agreement consisting of an equa number of organization and
management participants. To the extent possible, the Committee shall
consist of representatives from that property who participated in the
negotiations leading to this Agreement. The initial responsibility of the
Committee shall be to explain the intent of this Article to the affected
employees and managers so that there will be a clear and consistent
understanding as to the Article’s purpose and intent.

PART B - THROUGH FREIGHT SERVICE

Section 1 - General

A new pay system shall be implemented as provided in this Part for
all employees covered by this Agreement working in through freight
(assigned and unassigned) service.
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Section 2 - Trip Rates

(@) Each carrier shall develop Trip Rates for Starts in through
freight service runs/pools. The Trip Rates shall incorporate the pay
elements specified in Section 5 except as otherwise agreed by the parties
or determined by the Disputes Committee established in Section 6 hereof.
Once Trip Rates become effective for runs/pools, pay eements
incorporated in such Trip Rates will not be used to support any claims for
those pay elements relating to that trip. Pay elements not included in Trip
Rates will continue to be covered by existing rules.

(b) A Trip Rate shall be developed for each separate run/pool
except as otherwise provided in Section 9.

Section 3 - Computation of Trip Rates

(@) Trip Ratesfor through freight service runs/pools shall be derived
asfollows:

(1) add together al earnings attributable to the elements of
pay to be incorporated in the Trip Rate actually paid to
the employees (including extra employees) whose
seniority in train service was established on or before
October 31, 1985 (“Pre-85 Employees") for al through
freight Starts involving service performed on such
runs/pools during the Test Period;

(2) divide the earnings derived from the calculation in (1)
above by the total through freight Starts made during the
Test Period by the Pre-85 Employees (including extra
employees) who performed service;
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(3) the Trip Rate for each Start on such run/pool for all
employees (including extra employees) shal be the
dollar amount derived by the calculation set forth in (2);

(4) the earnings described in paragraph (1) above shall
include all compensation attributable to the Starts
described in paragraph (2) above and subsection (b)
below.

(b) For purposes solely of this Article, the term “Start” shall mean a
fully compensated trip performed by the pool/run (including extra
employees), including other trips such as deadhead, hours of service relief,
and turnaround service directly related to and performed by the pool/run.

(c) Test Period. The parties agree that the differences in the
prevailing operating conditions on each Carrier signatory to this
Agreement warrant the establishment of Test Periods being developed on
an individual railroad basis, pool/run by pool/run. The objective in
developing Test Periods will be to establish a measurement which reflects
a 12-month period of “normalized operations.” Normalized operations as
defined and used herein will mean an operating pattern which is not
adversely affected by the implementation of a major transaction such as an
acquisition, control or merger involving two or more Carriers or any other
unusual or extenuating circumstances. The Carrier will bear by a
preponderance of the evidence the burden of substantiating its reasons for
selecting the Test Periods proposed for runs/pooals.

Section 4 - Computation and Application Adjustments

(@) Inthe computation and application of the Trip Rates described
In Section 3 above, the adjustments set forth in subsection (b) and (c) shall
be made, where appropriate:
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(b) Computation Adjustments:

(1) If and to the extent that General Wage Increases and
Cost of Living Adjustments (except as to pay elements
which are not currently subject to wage adjustments)
become effective during a Test Period, appropriate
computation adjustments shall be made, but there shall
be no duplication or pyramiding;

(2) Trip Rates shal be subject to adjustment for Genera
Wage Increases and Cost of Living Adjustments (except
as to pay elements which are not currently subject to
wage adjustments) that become effective during the
period from close of the Test Period to the effective date
of the Trip Rate, but there shall be no duplication or
pyramiding.

(c) Application Adjustments:

(1) General Wage Increases and Cost of Living Adjustments
(except as to pay elements which are not currently
subject to wage adjustments) that become effective on or
after the effective date of a Trip Rate shall be applied,
but there shall be no duplication or pyramiding.

(2) Trip Rates applicable to employees covered by rules
adjusting compensation based on the employee’s length
of service with the carrier (such as Article IV, Section 5
of the November 7, 1991 BLE Implementing Document)
shall be adjusted by such rules.

(d) Each Trip Rate established pursuant to this Article shall be used
solely to compensate employees for a Start in the involved run/pool. The
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Trip Rate shall not modify existing rules governing payment for personal
leave, vacation, etc.

Section 5 - National Pay Elements

(@ The following pay elements shall be incorporated in each Trip
Rate except as otherwise agreed by the parties or determined by the
Disputes Panel established in Section 6 of this Part:

(1)
(2)

3)

(4)

(5)

(6)

payments attributable to mileage or time;

payments attributable to terminal/departure/yard
runarounds;

payments attributable to conversion of the employee’s
assignment to local freight rates;

payments made, pursuant to agreement, to employeesin
lieu of being afforded mea periods, and penalty
payments made to employees attributable to violations
of rules relating to employees eating en route in through
freight service (this does not apply to non-taxable meal
allowances);

payments made to an employee resulting from being
required, in accordance with existing agreements, to
“step up” in the employee’s pool, which for this purpose
shall mean taking a turn in such pool earlier than would
otherwise be the case due to other sources of supply
being exhausted.

payments attributable to initial terminal delay;
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(7) payments attributable to final terminal delay;
(8) payments attributable to deadheading;

(9) payments attributable to terminal switching (initial,
intermediate and final).

(b) Inthe establishment of Trip Rates for runs/pools pursuant to this
Article, the parties may mutually agree to modify the National Pay
Elements specified above, and/or to include additional pay elements, with
respect to such Trip Rates. Pay elements not expressly included in Trip
Rates will continue to be covered by existing rules.

Section 6 - National Disputes Committee

A National Disputes Committee (“Disputes Committee”) is
established for the purpose of resolving any disputes that may arise under
this Article. Such Committee shall consist of the President of the BLE and
the Chairman of the NCCC, and a neutral Chairman selected by the parties
or, absent agreement, appointed by the National Mediation Board. Each
partisan member may select others to serve on the Committee at his
discretion. If the partisan members of the Committee are unable to agree
on resolution of any dispute within ten (10) days after convening, the
matter will be referred to the neutral Chairman for resolution. The neutral
Chairman will resolve the dispute within ten (10) days after referral of the
matter. Each party shall bear its own costs and shall equally share the fees
and expenses of the neutral. Any resolution by the Committee or by the
neutral shall be final and binding and shall be enforceable and reviewable
under Section 3 of the Railway Labor Act.
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Section 7 - New Runs/Pools

Trip Rates for new runs/pools that existing agreements permit to be
established may be so established based on Trip Rates for comparable
rung/pools. Any dispute regarding such matters may be referred by either
party to the Disputes Committee.

Section 8 - M aterial Changes

Trip Rates established pursuant to this Article shall be established in
such a manner as to make them stable. If subsequent material changes
occur that significantly affect a run/pool, the Trip Rate for such run/pool
shall be adjusted to fairly reflect the changed circumstances occasioned by
the material change. If the parties cannot agree on such adjustment, the
matter may be referred by either party to the Disputes Committee. The
burden of proof by a preponderance of the evidence shall rest on the party
that contends that a material change that significantly affects a run/pool
has occurred.

Section 9 - | mplementation

(@) Rung/Poals. Trip Rates for runs/pools shall be implemented as
follows:

Carrier will serve notice on the authorized Organization
representative(s) that will include the following information:

(1) Identification of runs/poolsinvolved;

(2) Test Period Proposed (consistent with Section 3(c));
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Proposed Trip Rate(s) for the rung/pools, together with a
summary of the underlying data supporting
computation, based solely on incorporation of National
Pay Elements set forth in Section 5 above;

Any proposed modifications to the National Pay
Elements and/or additional pay elements to be
incorporated with respect to the proposed Trip Rate(s)
for the runs/pools, and a summary of the underlying data
supporting computation of such Trip Rate(s).

(b) The parties shall meet within thirty (30) days after service of the
carrier notice to discuss the carrier proposal and any related proposals
made by the Organization. At the request of the Organization, carrier will
provide opportunity to review all relevant carrier data supporting the
proposed Trip Rate computations.

(c) Trip Rates for the runs/pools shall become effective as follows:

(1)
(2)

©)

On the date agreed to by the parties;

Absent agreement or a written referral to the Disputes
Committee, thirty (30) days after service of the Carrier
notice, where Trip Rate is based solely on incorporation
of the National Pay Elements; or

Where the matter has been referred to the Disputes
Committee, on the effective date of such Committee’s
resolution of the dispute.
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(d) If the parties are unable, despite best efforts, to reach agreement
on implementation of a Trip Rate for arun/pooal, either party may refer the
dispute to the Disputes Committee. The burden of proof by a
preponderance of the evidence shal rest on the party that proposes
implementation.

(e) If either party concludes that implementing a Trip Rate for a
run/pool is inappropriate, it shall promptly notify the other party of its
conclusion. The parties shall meet and make a reasonable effort to resolve
the matter after review and discussion of al relevant information. If the
parties are unable to resolve the matter despite their best efforts, either
side may refer the matter to the Disputes Committee. The burden of proof
by a preponderance of the evidence shall rest on the party that proposes
not to implement a Trip Rate with respect to the run/pool involved.

(f) The parties mutually intend to work diligently with the ultimate
objective of developing Trip Rates for through freight runs/pools. If either
party believes that the rate of progress in developing Trip Rates is
insufficient, it may refer the matter to the Disputes Committee, and it shall
bear the burden of proof by a preponderance of the evidence.

(g0 Trip Rates for rung/pools should be implemented as
expeditiously as possible, but in any event, al of them shal be
implemented no later than thirty (30) months after the date of this
Agreement, unless the parties otherwise agree or the Dispute Committee
otherwise decides.

(h) Inthe event that Trip Rates are not implemented for runs/pools
on a carrier by the date specified in subsection (g) above, effective the
next day thereafter, the dual basis of pay shall be eliminated with respect
to post October 31, 1985 employees on such runs/pools (including extra
employees) and such employees will be paid on the same basis as Pre-85
Employees represented by BLE with respect to the national pay elements



34

identified in Section 5 of this Part, provided, however, that where the
carrier hastaken all actions required in this Part to implement Trip Rates
with respect to the above-referenced runspools as described in this
Section and the trip rate issue(s) igare in the dispute resolution process
described in this Article, such runs/pools will be governed solely by the
outcome of such dispute resolution process.

PART C-OTHER CLASSESOF SERVICE

Trip rates will be established for other classes of road service (road
switchers, local freight, etc.) consistent with the terms, conditions,
principles and guidelines as currently established in this Article and
consistent with each class of service.

ARTICLE VI - SERVICE SCALE

Section 1

Any employee who is subject, on June 30, 2004, to Article IV,
Section 5 of the November 7, 1991 BLE Implementing Document shall be
compensated, on and after July 1, 2004, at the full rate of the position
when working as alocomotive engineer.

Section 2

Local rules that adjust compensation for employees based on length
of service on carriers that are not covered by the aforementioned Article
IV, Section 5 are hereby amended in the same manner as provided in
Section 1.
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Section 3

Each carrier covered by this Article shall establish a Service Scale
that shall be applicable to all employees whose seniority in engine or train
serviceis established on or after July 1, 2004. Such Service Scale shall
conform to the rules in effect on such carrier on June 30, 2004 that adjust
employee compensation based on length of service (including the
aforementioned Article IV, Section 5 where and to the extent applicable).
The carrier shall make arrangements with the applicable organization
representative(s) for a process to review such preexisting rules prior to
establishment of the Service Scale.

ARTICLE VII -ENHANCED MANPOWER UTILIZATION

Section 1

(@ A carrier may propose implementation of a rule providing for
the automatic mark up of employees for service after the expiration of any
period of authorized or approved time off, in accordance with the
procedures set forth herein.

(b) The carrier shall serve written notice of its proposa on the
appropriate organization representative(s). Such proposal shall include a
synopsis of the proposed rule, which shall be consistent with validated
current scientific data and findings regarding employee rest and fatigue
abatement. An initial conference on the proposal will be held within thirty
(30) days after the postmarked date of the notice. If the parties fail to
resolve the matter within sixty (60) days after the date of the initia
conference, the carrier may submit the matter to final and binding party-
paid arbitration at any time thereafter.
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(c) The arbitrator’s jurisdiction shall be limited to a determination
of the terms and conditions for an automatic mark-up rule in light of al
relevant circumstances involved. The arbitrator’s decision shall be in
writing and shall be issued not later than thirty (30) days after conclusion
of the hearing.

ARTICLE VIII - NATIONAL WAGE AND RULES PANEL

The parties mutually recognize that the National Wage and Rules
Panel has provided a non-confrontational setting and meaningful
opportunity to obtain and share information, analyze problems and
develop options to deal with issues of common concern. Continuation of
the Panel’s efforts will, in the parties’ judgment, continue to build trust,
avert conflict and improve administration of their |abor agreements.

Section 1 - Continuation of Pane

The National Wage and Rules Panel established pursuant to Article
X1 of the May 31, 1996 BLE Agreement shall continue as provided
therein, except as otherwise specified in this Article.

Section 2 - Amendmentsto Article XI

(@) Article X1, Section 1 is amended to read as follows:

“(@) The parties, redlizing the complexities of the changing rall
industry and environment, and to alleviate any adversaria relationships
emanating from such, agree to establish a non-binding joint review Panel
to study and examine those unresolved subjects. The National Wage and
Rules Panel (Panel) shall consist of three (3) members representing the
Brotherhood of Locomotive Engineers and three (3) members representing
the carriers. The President of BLE and the Chairman of the National
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Carriers’ Conference Committee (NCCC) shall be ex officio members of
the Panedl.

(b) The parties will assume the compensation and expenses of their
respective members. Any incidental expenses incurred in connection with
Panel meetings shall be shared equally by the parties.”

(b) The list of subjects set forth in Article XI, Section 2 is amended
to add the following issues, and the parties hereby commit to use their best
effortsto resolve such matters.

O  employee protective arrangements

employee availability

vacation scheduling

daily mark up (preference) rulesin yard service

O O O O

technology issues

(c) Article XI, Section 4(a) is amended to read as follows:

“While the Panel’s recommendations shall not be considered final
and binding, the parties shall exert good faith efforts to utilize those
recommendations as a basis for settlement of the issues involved.
Notwithstanding any provision to the contrary, the Panel may be dissolved
at any time by magjority vote of the members.”



38

ARTICLE I X - OFF-TRACK VEHICLE ACCIDENT BENEFITS

Article IV(b) of the March 10, 1969 BLE Agreement, as amended
by Article X of the July 26, 1978 BLE Agreement, is further amended as
follows effective on the date of this Agreement.

Section 1

Paragraph(b)(1) - Accidental Death or Dismemberment of the
above-referenced Agreement provisionsis amended to read as follows:

"(1) Accidental Death or Dismemberment

The carrier will provide for loss of life or
dismemberment occurring within 120 days after date of an
accident covered in paragraph (a):

Loss of Life $300,000
Loss of Both Hands $300,000
Loss of Both Feet $300,000
Loss of Sight of Both Eyes $300,000
Loss of One Hand and One Foot $300,000
Loss of One Hand and Sight of One Eye $300,000
Loss of One Foot and Sight of One Eye $300,000
Loss of One Hand or One Foot or Sight

of One Eye $150,000

"Loss" shall mean, with regard to hands and feset,
dismemberment by severance through or above wrist or ankle
joints; with regard to eyes, entire and irrecoverable loss of
sight.
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No more than $300,000 will be paid under this
paragraph to any one employee or his personal representative
as aresult of any one accident.”

Section 2

Paragraph (b)(3) - Time Loss of the above-referenced Agreement
provisions is amended to read as follows:

“(8) Timeloss

The carrier will provide an employee who isinjured as aresult
of an accident covered under paragraph (2) commencing within 30
days after such accident 80% of the employee’s basic full-time
weekly compensation from the carrier for time actually lost, subject
to a maximum payment of $1,000.00 per week for time lost during a
period of 156 continuous weeks following such accident provided,
however, that such weekly payment shall be reduced by such
amounts as the employee is entitled to receive as sickness benefits
under provisions of the Rallroad Unemployment Insurance Act.”

Section 3

Paragraph(b)(4) - Aggregate Limit of the abovereferenced
Agreement provisions is amended by raising such limit to $10,000,000.

ARTICLE X — GENERAL PROVISIONS

Section 1 - Court Approval

This Agreement is subject to approval of the courts with respect to
participating carriersin the hands of receivers or trustees.
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Section 2 - Effect of this Agreement

(@ The purpose of this Agreement is to fix the general level of
compensation during the period of the Agreement and is in settlement of
the dispute growing out of the notices dated November 1, 1999 served by
and on behalf of the carriers listed in Exhibit A upon the organization
signatory hereto, and the notices dated on or subsequent to November 1,
1999 served by the organization upon such carriers.

(b) This Agreement shall be construed as a separate agreement by
and on behalf of each of said carriers and their employees represented by
the organization signatory hereto, and shall remain in effect through
December 31, 2004 and thereafter until changed or modified in
accordance with the provisions of the Railway Labor Act, as amended.

(c) The parties to this Agreement shall not serve nor progress
prior to November 1, 2004 (not to become effective before January 1,
2005) any notice or proposal for changing any matter contained in:

(1) This Agreement,

(2) the proposals of the parties identified
in Section 2(a) of this Article, and

(3) Section 2(c) (3) of Article VIII of the
National Agreement of March 6, 1975,

and any pending notices which propose such matters are hereby
withdrawn.

(d) The parties to this Agreement shall not serve nor progress prior
to November 1, 2004 (not to become effective before January 1, 2005) any
notice or proposal.
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(e) This Article will not bar management and committees on
individual railroads from agreeing upon any subject of mutual interest.

SIGNED AT WASHINGTON, D.C. THIS DAY OF
, 2003.
FOR THE PARTICIPATING FOR THE EMPLOYEES
CARRIERSLISTED IN EX- REPRESENTED BY THE
HIBIT A REPRESENTED BROTHERHOOD OF
BY THE NATIONAL CAR- LOCOMOTIVE ENGI -
RIERS CONFERENCE NEERS:
COMMITTEE:
Robert F. Allen Don M. Hahs
Chairman President

[Other Signatures Lines Omitted)]
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, 2003

#1

Mr. Don M. Hahs

President

Brotherhood of Locomotive Engineers
1370 Ontario Street

Cleveland, Ohio 44113-1702

Dear Mr. Hahs:

This confirms our understanding with respect to the general wage
increases provided for in Article I, Sections 3 and 4 of the Agreement of
this date.

The carriers will make all reasonable efforts to pay the retroactive
portion of such general wage increases as soon as possible and no later
than sixty (60) days after the date of this Agreement.

If a carrier finds it impossible to make such payments by that date,
such carrier shall notify you in writing explaining why such payments
have not been made and indicating when the payments will be made.

Very truly yours,

Robert F. Allen
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, 2003

#2

Mr. Don M. Hahs

President

Brotherhood of Locomotive Engineers
1370 Ontario Street

Cleveland, Ohio 44113-1702

Dear Mr. Hahs:

This confirms our understanding with respect to the general wage
increases provided for in Article I, Sections 3 and 4 of the Agreement of
this date.

It is understood that the retroactive portion of those wage increases
shall be applied only to employees who have an employment relationship
with a carrier on the date of this Agreement or who retired or died
subseguent to June 30, 2002.

Please acknowledge your agreement by signing your name in the
space provided below.

Very truly yours,

Robert F. Allen

| agree:

Don M. Hahs
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#3

Mr. Don M. Hahs

President

Brotherhood of Locomotive Engineers
1370 Ontario Street

Cleveland, Ohio 44113-1702

Dear Mr. Hahs;

This confirms our understanding with respect to Article I11, Part A
of the Agreement of this date.

Any cost-of-living amount payments made to employees pursuant to
Articlell, Part C of the May 31, 1996 Agreement on and after July 1, 2002
shall be recovered from any retroactive wage increase payments made
under Articlell.

Please acknowledge your agreement by signing your name in the
space provided below.

Very truly yours,

Robert F. Allen

| agree:

Don M. Hahs
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, 2003

Mr. Don M. Hahs

President

Brotherhood of Locomotive Engineers
1370 Ontario Street

Cleveland, Ohio 44113-1702

Dear Mr. Hahs;

This will confirm our understanding with respect to the Agreement
of this date (Agreement).

The provisions of Article IV, Part A, Section 4(g) (Opt-Outs) and
Part B (Employee Cost Sharing of Plan Cost Increases) are not applicable
to employees covered by the Agreement who reside in Canada.

Please acknowledge your agreement by signing your name in the
space provided below.

Yoursvery truly,

Robert F. Allen

| agree:

Don M. Hahs
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, 2003

Mr. Don M. Hahs

President

Brotherhood of Locomotive Engineers
1370 Ontario Street

Cleveland, Ohio 44113-1702

Dear Mr. Hahs;

Article 1V, Part A, Section 4(g) of the Agreement of this date
(Agreement) provides employees with an option to opt out of coverage for
foreign-to-occupation health benefits for themselves and their dependents
under the Railroad Employees National Health and Welfare Plan
(“National Plan) (or, after its effective date, the new NRC/BLE Plan) and
under any Hospital Association plan in which they participate. This will
confirm our understanding with respect to the intended application of that
provision.

1. An employee who opts out will be opting out of FO health
coverage only and (if he otherwise satisfies eligibility and coverage
requirements) will continue to have on-duty injury coverage, coverage
under the Dental and Vison Plans, and life and AD&D insurance
coverage.

2. If, prior to the effective date of the new NRC/BLE Plan, a
husband and wife are each covered by the National Plan (or the NRC/UTU
Plan or a Hospital Association), or if, on or after the effective date of the
new NRC/BLE Plan, a husband and wife are each covered by it (or by the
National Plan, the NRC/UTU Plan or aHospital Association), in each case
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by virtue of railroad employment and either or both hold positions covered
by this Agreement, a BLE-represented spouse may elect to opt out as
provided in Section 4(g). If that election is made (and provided the other
spouse remains so covered), (i) such BLE-represented spouse shall not
receive the $100/month payment provided in Section 4(g) and shall not be
required to make the employee cost-sharing contributions required under
Article IV, Part B, and (ii) the coordination of benefits rules in effect on
the date of this Agreement that are applied when a husband and wife are
covered under the National Plan both as an Eligible Employee and as an
Eligible Dependent shall continue to be applicable.

Please acknowledge your agreement by signing your name in the
space provided below.
Yoursvery truly,

Robert F. Allen

| agree:

Don M. Hahs
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, 2003

Mr. Don M. Hahs

President

Brotherhood of Locomotive Engineers
1370 Ontario Street

Cleveland, Ohio 44113-1702

Dear Mr. Hahs;

This confirms our understanding with respect to the opt-out
provision, Article IV, Part A, Section 4(g) of our Agreement of this date.

It is understood that for purposes of Section 9801(f) of the Internal
Revenue Code, (i) any opt-out election shall be treated as a declination of
coverage, or a failure to enroll, for foreign-to-occupation health benefits
under the Plan and under any Hospital Association plan in which the
employee making the election may participate, (ii) that the provisions of
Section 9801(f) and the regulations thereunder shall govern how any
individual covered by an election to opt-out may nonetheless become
covered for foreign-to-occupation health benefits under the Plan or any
Hospital Association plan prior to the next regular opt-out election period,
(iii) that the terms of Article IV, Part A, Section 4(g) of our Agreement
shall be interpreted and applied so as to be in compliance with Section
9801(f), and (iv) that the employer’s payment of $100 per month to an
employee who has elected to opt-out shall cease immediately upon the
employee and/or his dependents or any one of his dependents becoming
covered, pursuant to Section 9801(f), for foreign-to-occupation health
benefits under the Plan or any Hospital Association plan.
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Furthermore, and notwithstanding the above, the parties recognize that an
employee may lose coverage under the health plan or health insurance
policy that he or she relied upon in electing to forego coverage for foreign-
to-occupation health benefits under the Plan, and that such loss of
coverage may be attributable to an event that is not listed in Section
9801(f) of the Internal Revenue Code and is beyond the control of the
employee or of any member of his or her family. In such a case, and only
to the extent permissible under Section 125 of the Internal Revenue Code:
(@) the employee may ask his’/her employer that his or her opt-out election
be revoked; (b) the employer involved may in its discretion grant the
request in the interest of fairness and equity; and (c) if the request is
granted, the employee’s opt-out election shall be treated as revoked as of
the day the employer received the request.

For purposes of this letter, the term “Plan” when used herein means,
prior to the effective date of the new NRC/BLE Plan, the Rallroad
Employees Nationa Heath and Welfare Plan and on and after such
effective date means the new NRC/BLE Plan.

Please acknowledge your agreement by signing your name in the
space provided below.
Yoursvery truly,

Robert F. Allen

| agree:

Don M. Hahs
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, 2003

#i

Mr. Don M. Hahs

President

Brotherhood of Locomotive Engineers
1370 Ontario Street

Cleveland, Ohio 44113-1702

Dear Mr. Hahs;

This confirms our understanding regarding the Agreement of this
date.

The Union Pacific Rallroad Employees Heath Systems
(“UPREHS”) will be afforded the opportunity to bid to provide servicesto
the new NRC/BLE Plan involving (i) the MMCP in al areas served by
UPREHS where the MMCP is made available, and (ii) the CHCB in all
areas served by UPREHS. It is understood that in each case and with
respect to each geographical area, UPREHS and its programs would be
required, as reasonably determined by the JGC, to meet (and maintain
compliance with) all qualifications, criteria, and standards that are
applicable to vendors with respect to the Railroad Employees National
Hedth and Welfare Plan or that are agreed to by the parties to this
Agreement.
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Please acknowledge your agreement by signing your name in the
space provided below.

Very truly yours,

Robert F. Allen

| agree:

Don M. Hahs
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, 2003

Mr. Don M. Hahs

President

Brotherhood of Locomotive Engineers
1370 Ontario Street

Cleveland, Ohio 44113-1702

Dear Mr. Hahs;

This confirms our understanding with respect to the effect generally
of the new health and welfare plan established pursuant to our Mediation
Agreement of this date upon various provisions of collective bargaining
agreements between us that refer to Policy Contract GA-23000 or to The
Railroad Employees National Health and Welfare Plan.

It is understood that, on and after the effective date of our new
health and welfare plan, such references will be read to include it either in
substitution for, or in addition to, Policy Contract GA-23000 or The
Railroad Employees National Health and Welfare Plan, as the context may
indicate, it being our purpose and intention that those provisions be read to
reflect that the new health and welfare plan is designed to replace The
Railroad Employees National Health and Welfare Plan with respect to
health care services rendered or deaths or dismemberments occurring on
or after the new plan’s effective date.
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Please acknowledge your agreement by signing your name in the
space provided below.

Very truly yours,

Robert F. Allen

| agree:

Don M. Hahs



, 2003

Mr. Don M. Hahs

President

Brotherhood of Locomotive Engineers
1370 Ontario Street

Cleveland, Ohio 44113-1702

Dear Mr. Hahs;

This confirms our understanding with respect to the Agreement of
this date.

A Local Officia’s obligation for (i) retroactive cost-sharing
contributions for periods on or after July 1, 2001 pursuant to Article IV,
Part B, Section 3, plus (ii) repayment of cost-of-living amounts received
on and after July 1, 2002 pursuant to Side Letter #3, shal in no event
exceed the total amount payable to such individual under Article I,
Sections 1 and 2 plus the retroactive portion of the General Wage
Increases provided under Article I, Sections 3 and 4.

For the purpose of this letter, the term “Local Official” shall mean
employees represented by the organization who hold positions as working
General Chairmen, Local Chairmen, and State Legislative Board
Chairmen.
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Please acknowledge your agreement by signing your name in the
space provided below.

Very truly yours,

Robert F. Allen

| agree:

Don M. Hahs
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, 2003

#10

Mr. Don M. Hahs

President

Brotherhood of Locomotive Engineers
1370 Ontario Street

Cleveland, Ohio 44113-1702

Dear Mr. Hahs;

This confirms our understanding regarding the Agreement of this
date.

Beginning with the first full calendar month immediately following
the date of this Agreement in which an active employee receives his or her
FO healthcare benefits from a Hospital Association and not from the
National Hedth & Welfare Plan (or, after its effective date, from the
NRC/BLE Plan) and makes a prospective contribution to either of those
Plans pursuant to Article IV, Part B, Section 4, then, at the carrier’s
option, either:

(1) Such employee’s monthly “cost-sharing contribution amount”
referred to in Article IV, Part B, Section 1 shall be reduced by
the Reduction Factor; or

(2) The carrier shall pay the Hospital Association each month an
amount equal to the Reduction Factor, provided that the
Hospital Association that receives such payment has agreed to
decrease the employee’s dues by the same amount.

For purposes of this Side Letter, the term “Reduction Factor” means
with respect to any given month, the smallest of:
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(i)  the monthly dues amount in effect on January 1, 2003 that was
established by the Hospital Association for payment by an
active employee,

(if)  the “cost-sharing contribution amount” for the month referred
toinArticle IV, Part B, Section 1, or

(iii) the monthly dues amount established by the Hospital
Association for payment by an active employee in that month.

Please acknowledge your agreement by signing your name in the
space provided below.

Very truly yours,

Robert F. Allen

| agree:

Don M. Hahs
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, 2003

#11

Mr. Don M. Hahs

President

Brotherhood of Locomotive Engineers
1370 Ontario Street

Cleveland, Ohio 44113-1702

Dear Mr. Hahs;

This confirms our understanding with respect to our Agreement of
this date.

The parties will meet at mutually agreeable times to discuss and
explore design changes and other matters related to the NRC/BLE Plan
that involve employee options that will help to contain the costs of its
maintenance and operation in a manner consistent with the quality of
health care made available by it to its participants and their families.

Please acknowledge your agreement by signing your name in the
space provided below.

Very truly yours,

Robert F. Allen

| agree:

Don M. Hahs
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, 2003

#12

Mr. Don M. Hahs

President

Brotherhood of Locomotive Engineers
1370 Ontario Street

Cleveland, Ohio 44113-1702

Dear Mr. Hahs;

This confirms our understanding with respect to Article V - Pay
System Simplification of our Agreement of this date.

Article V, Part B, Section 4(d) provides in pertinent part that a Trip
Rate “shall be used solely to compensate employees for a Start in the
involved run/pool.” Section 3(b) of that Part B defines “Start” to include
“other trips such as deadhead directly related to and performed by the
pool/run. The answer to Q-17 of the agreed-upon Questions and Answers
concerning Article V dates that “[w]here Trip Rates are implemented,
employees will receive the Trip Rate for both the deadhead and the
working trip.

Article VI - Deadheading , Section 2(b), of the Appendix B to the
Award of Arbitration Board No. 458 dated May 19, 1986 provides, in the
case of employees whose earliest seniority date in engine or train service
Is established on or after November 1, 1985 (“Post-85 Employee™), for
payment of a minimum of a basic day for certain deadhead trips made
separate from service. Such Section 2(b) further provides that “[n]on-
service payments such as held-away-from-home terminal allowance will
count toward” such minimum basic day.
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During our negotiations, the BLE requested that the carriers concur
with its interpretation that the Article VI adjustment described above does
not apply to a Trip Rate paid to a Post-85 employee under circumstances
related to deadheading and the payment of held-away-from-home terminal
(“HAFHT”) alowance. The carriers refused, asserting that the BLE
interpretation was erroneous and that the proper interpretation of those
provisions was that such an adjustment should be made under those
circumstances.

Solely in the interest of concluding a final agreement with the
Organization, and without preudice to their position concerning the
appropriate interpretation and application of the provisions cited above,
the carriers have agreed not to apply the Article VI adjustment to a Trip
Rate paid to a Post-85 employee under circumstances related to
deadheading and the payment of HAFHT allowance.

Please acknowledge your agreement by signing your name in the
space provided below.

Very truly yours,

Robert F. Allen

| agree:

Don M. Hahs
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, 2003

#13

Mr. Don M. Hahs

President

Brotherhood of Locomotive Engineers
1370 Ontario Street

Cleveland, Ohio 44113-1702

Dear Mr. Hahs;

This confirms our understanding with respect to Article VIII -
National Wage and Rules Panel (“Panel™), of our Agreement of this date.

During our negotiations we have discussed technology issues. In
mutual recognition of the complexity and importance of this subject to
both sides, the parties have agreed to refer the matter to the Panel as one of
the topics within its purview.

Please acknowledge your agreement by signing your name in the
space provided below.
Very truly yours,
Robert F. Allen

| agree:

Don M. Hahs
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, 2003

#14

Mr. Don M. Hahs

President

Brotherhood of Locomotive Engineers
1370 Ontario Street

Cleveland, Ohio 44113-1702

Dear Mr. Hahs;

This confirms our understanding with respect to our Agreement of
this date.

During our negotiations the Organization expressed concern that
engineers who expire under the Hours of Service Act be transported in a
timely manner to the destination terminal.

The parties recognize the interests of the rallroads and their
engineers are best served when a train reaches the destination terminal
within the hours of service set by law. This will confirm the advice given
to you that when an engineer ties up under the Hours of Service Act before
reaching the destination terminal, the carriers will make reasonable efforts
to relieve and expeditiously transport such engineer to the tie-up point.

In the event the Organization finds that this commitment is not being
fulfilled at a particular location, the appropriate BLE General Chairman
shall promptly contact the appropriate Director of Labor Relations
(“DLR”), in writing, stating the reasons or circumstances involved. The
DLR will promptly schedule a conference between the parties to discuss
the matter and seek a resolution. The conference will include the
appropriate representatives of the Organization and the carrier.
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Please acknowledge your agreement by signing your name in the
space provided below.

Very truly yours,

Robert F. Allen

| agree:

Don M. Hahs
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OTHERITEMS

Add Agreed-to Q & A’s (adapted from UTU Agreement)

New Trip Rate Q & A:

Q

If none of the earnings attributable to a particular type of
pool/run Start made during the Test Period are included
In the aggregate earnings used in the computation of the
Trip Rate for that pool/run, will such a Start be paid at
that Trip Rate after it becomes effective?

No. Thisisnot intended to address situations in which a
pool/run consists entirely of post-85 employees, which
iIscovered by Q & A 7 under Article V.



