o\_ Brotherhood of Locomotive Engineers

MTA METRO-NORTH GENERAL COMMITTEE
114R Skeet Club Road, Durham CT 06422

MICHAEL F. DOYLE

General Chairman Division 127
Phone: 860-349-1884

Fax; 860-349-1168

Dear Brothers and Sisters:

Enclosed you will find a copy of the Memorandum of Understanding reached between the
Brotherhood of Locomotive Engineers and Metro-North Railroad dated January 15, 1999. We are
pleased to present this agreement to the membership for ratification just two (2) weeks after the expiration
of our last agreement. We believe this is a particularly good agreement for the craft of locomotive
engineers. I will attempt in this letter to explain the issues involved with this settlement and address some
of the concerns that I have heard voiced by the membership.

PENSION: We entered this round of talks with the goal of securing the current non-agreement
pension. The management pension provides for retirement after thirty (30) years in the pension and fifty-
five (55) years of age. Since management’s pension service credit dates back to 1983 (the year that
Metro-North was formed) the earliest that someone would attain thirty (30) years under the plan was
2013. Anyone retiring before age sixty (60) prior to 2013 would have their pension benefit reduced. We
went into this round attempting to secure prior service benefits prior to 1983.

We placed issues on the table that we believed Metro-North would credit for past service benefits
under the defined benefit pension. The major difference between the pension that we attempted to
negotiate and the existing Vanguard Pension is the fact that Vanguard is a defined contribution (currently
4%) while the management pension is a defined benefit (years of service times average last three years of
earnings times a fixed percentage). Unfortunately, Metro-North was not willing to “buy” the issues we
placed on the table to offset the cost of prior service credit. Prior service years are very expensive because
each prior service year could generate an annual payment of $1,500 over an expected lifespan of 20 years
at age 62 for a total of $30,000 dollars for each prior service year. If Metro-North went back just 10
years of prior service this would account for $300,000 per eligible employee. Since Metro-North was not
willing to buy our issues to offset past service credit the only way to begin the original Pension Fund was
to surrender our existing Vanguard Accounts for service credit back to 1983. All future 4% contributions
would be eliminated and we would need to fund the Plan with an additional 6.6% of future wages. That
translated into a wage package for this agreement of 0, 0, 2 %3, 2 ¥2%. The cost of the Defined Benefit
Pension in this round of bargaining became too high.

Since our goal was to increase the Pension Benefits of members reaching their retirement ages who
do not have ample time to allow their Vanguard accounts to mature, the only alternative we felt remained
was to boost their Vanguard Contribution for the remaining time they have prior to retirement. Vanguard
money is charged at .88% for each percentage point because of tax considerations. 3% of Vanguard
money cost 2.64%. Since this entitlement effected only 50% of the company payroll it cost 1.32% in the
first year of the agreement. This is the amount of money that we had to spend in the first year in addition
to the 2% wage increase. This expenditure is equivalent to the amount of money spent in the last round of
negotiations to improve the vacation agreement. If this money could have been spent on wages it would
have resulted in an additional 1% in the first year of the contract. On income of $80,000 dollars a 1%



wage increase would result in annual income of $800.00. We believed you would rather have $2,400.00
in your Vanguard account at the end of the year than take home pay of $10 per week.

Across the railroad only 35% of employees will receive the extra 3% Vanguard Contribution
beginning January 1, 1999. That is because 35% of the employees drive 50% of the overall payroll. Since
engineers have a senior work force two-thirds of our members will receive this increase immediately.
That’s twice as much as the average employee group across Metro-North. Additionally, since this
contribution is not capped by income we will receive a greater contribution than most crafts because of
our annual earnings. There was no doubt in our minds that this was the best way to spend the money that
was available in the first year of the agreement.

We have heard junior engineers object they will not receive this increase right away. The
alternative would have been an across-the-board increase of 1 2% in the Vanguard accounts. This
increase would not have achieved our goal of recognizing members who did not receive any Vanguard
Contributions for years of service prior to 1989. Additionally, for most members who do not receive the
vanguard contribution immediately this across-the-board increase would be a losing proposition. Take for
example orie junior member who complained about this distribution. He is 39 years old and has 15 years
of service. If we assume a retirement age of 62 and he receives 1 2% increase for the next 23 years,
Metro-North will add 34 %% to his career contribution. If, however, he receives no increase for 4 years
until he is 43 and has 19 years of service, then receives 3%, the Carrier will increase his career
contribution by 57%. Waiting four years for this employee to receive 3% will increase his contribution by
22 Y% over his career. Although we recognize that this example does not hold true for everyone we
believe that the way the increase was structured will greatly benefit our overall membership. In light of
our inability to secure the pension that we hoped was forthcoming we believe that the 3% increase in the
Vanguard contribution as structured was the best alternative available. We would like to bring to your
attention an excellent cover page article on Vanguard in this weeks Forbes Magazine which gives the
company a glowing review.

WAGES: As part of the overall contract settlement we agreed that the wages compounded over 4
years could not exceed 12%. This restriction was place on the contract by Albany and was similar to the
negotiations conducted during the last round when we agreed that the wage package could not exceed
10% over four years. Not only was the wage package structured to compound out at 11.46% over four
years, the Long Island Railroad UTU had just initialed a deal which set the same wage pattern. MTA
Metro-North wanted the wage packages to mirror each other and we accepted this to allow the pension
increase to be placed in the first year of the agreement. As stated earlier this wage package represents
11% in wages versus the last wage package which totaled 10%. Although some members have
complained about the 2% in the first year they should remember that the last wage package contained 2%
in the first and last year of the agreement. That agreement was approved by a 9 to 1 margin. When the
last wage increase takes effect the hourly rate for engineers’ will be $31.95. With certification this will
mean a daily rate of $266.00 per day or $1,330.00 for a flat week.

The cost of living, which was just released, is 1.5%. Many experts are predicting that we may see
“deflation” this year. The New York Times reported on the front page of their January 28, 1999 edition
Governor George Pataki’s presentation of a tight budget with “substantial cuts in health care and
education.” In the Times editorial of the same day it stated “After coasting to reelection last year,
Governor George Pataki has suddenly discovered that New York State is in a fiscal jam. Looming budget
deficits, he declared yesterday, will require cuts in school aid, college tuition assistance and payments to
hospitals, nursing homes and community health clinics...” If anyone believes by voting this agreement



down we will be able to just walk in and get more they are mistaken.

LIFE INSURANCE: On January 1, 2000 the life insurance for active employees will be increase from the
current level of $28,000 to $100,000.

DENTAL BENEFITS: On January 1, 2001 Dental Benefits will be raised to the level of
Management employees which will increase the annual allowable expenditure to $2,000 and increase the
one time orthodontic benefit from a current level of $750 to $2,000.

These are the major components of this agreement. Although the available monies were spent
differently than the last round this agreement comes close in value to the last agreement. The last
agreement required that we were successful at two emergency boards and that we effectively organized a
strike strategy in the summer of 1995. We have told the membership that we believed an early settlement
was possible in this round and we have delivered. Although our membership is not accustomed to settling
contracts early in their term they should not be suspicious when it occurs.

"In addition to the components of the agreement spelled out above there will be the following
changes:

OPT-OUT PLAN: Employees can opt-out of the medical benefits and be paid $1,000 per year. This will
be pro-rated this year as of April 1, 1999 for $750.

HEARING AIDS: Metro-North will provide hearing aids to our members who are medically determined
to require them.

DOMESTIC PARTNER:  Employees can file for domestic partners to come under our medical
benefits package.

FLEXIBLE SPENDING ACCOUNT: Although this article is not contained in the Memorandum of
Understanding we have reached agreement that Flexible Spending Accounts will be established for our
members beginning next year. A Flexible Spending Account allows you to save pre-tax dollars for known
expenses such as child care or health related expenditures.

Additionally, we have been working on clarifying a number of work rule issues and they are also
made part of this agreement. To prevent any misinterpretations of these agreements I will explain them as
follows:

BURRQO CRANES: The Carrier has long held that they have the right to move a single car with a burro
crane. They have reached this agreement in writing with the UTU and I believe that this practice was
agreed to orally with former General Chairman Robert Godwin. We have put this issue to bed by agreeing
that the practice of moving ONE single car is not a violation. Any movement exceeding the one allowable
car is a violation of our scope of work rule.

MOVEMENTS OF EQUIPMENT AROUND SHOPS: There was a dispute with Metro-North as to
whether moving cars from your inbound consist to the shop was part of your regular yarding requirements
of your inbound train and not subject to 14B compensation. Additionally, Metro-North did not feel they
could justify paying a 3 hour arbitrary to an engineer and a 4 hour separation of service payment to a
conductor for taking a released pair from a shop track and adding it to an outbound train. Consequently,



these moves were not being preformed and trains in afternoon service were operating short cars. Since
the work involved could not sustain a full time switching crew we have agreed with Metro-North to
structure a new arbitrary to address these moves. It is specifically spelled out as to time and location and
protects all existing regular switchers.

TRACKMOBILES: We had agreed in a past letter of understanding on permissible movements by
mechanical forces at certain locations in specifically defined areas. This agreement was entered into to
codify a practice which was well established in some locations of mechanical forces moving equipment
into the M of E facilities with tow motors. When the shop foreman in Stamford, Herb Rennert, was
tragically injured, Metro-North stopped this practice out of safety concerns. We have agreed that the
trackmobile will replace the tow motor for purposes of the agreement which we had already entered into.
The trackmobiles, as defined by the agreement, are confined to specific shop areas and cannot be moved
by rail from one track to another or beyond a switch in the shop facilities.

OTHER ISSUES: The Carrier has agreed that engineers in non-passenger service (yard switchers, work
trains, wire trains) used in revenue passenger service are entitled to 14B emergency compensation. We
have spelled out examples of when engineers are entitled to 2nd tours of duty and when they will be paid
14B compensation and continuous time overtime. The Carrier has agreed to settle a dispute that 14B
emergency payments are pyramided on top of continuous time overtime.

In a separate agreement related to the new automated payroll and crew dispatch system we have
agreed to fully assist the implementation of the new system in exhange for:

> Holddowns will pay a sixth and seventh start if applicable.
> Elimination of stutz payments and all release time (swing time) will be paid at 75%.
> 5 minutes increase to all initial reporting times with the understanding that exception overtime

related to late train arrival will begin after 6 minutes. All other exception overtime will be paid in
accordance with current practices.

Following are some common question that have circulated around the property:

Why wasn't a 30 and S5 pension plan part of this agreement?

The cost was simply too high. The senior group of employees who would have benefitted from a pension
similar to the one management has (Defined Benefit) would not have been able to receive the maximum
benefit until the year 2013. The cost of delivering this plan was an additional 6.6% of the money available
plus the 4% currently going into the Vanguard Accounts and all the money presently in our Vanguard
Accounts. Taking zero wage increases for the first two years of the agreement and forfeiting all the
money in our Vanguard accounts was too high a price to pay for a limited benefit.

Why couldn't these employees receive the maximum benefit until the year 2013?
Metro-North came into existence in 1983. They were not willing to discuss prior service credit before
1983. No one can have 30 years with them until 2013.

Why did we increase the Vanguard only for those with 19 years of service?

We actually increased the Vanguard for everyone, but not until 19 years are attained. Our most senior
work force never had the benefit or the ability to contribute to a pension plan. Since the Vanguard can be
modified to provide for early retirement by simply changing the plan's rule of 30 years of service at age 55
down to 15 years of service at 55 years of age it was important that we begin to build the accounts of our



senior members who have not enjoyed this pension option in their early years.

In addition, the 3% increase only cost 1.32% of our total agreement and makes the plan a viable
retirement option for all of our members. Our goal is for future improvements to the plan (some of which
are already in the works) to make Vanguard the premier retirement plan in the industry.

Can our Vanguard be taken away?

No. The only way to lose your Vanguard is to negotiate it away. If we elect union representatives willing
to do that, we should have our heads examined. Furthermore, the more lucrative the plan becomes to
everyone, young and old, the more secure it becomes. This contract also provides that we will have a
voting labor member from Metro North on the Board of Pensions to look out for our interests.

Can I retire at 55 if I hired out after 1988 and have 30 years in the Vanguard?

Yes, if you were 25 or younger and hired out in 1988 or after 1988 you can retire with the vanguard at
55. If you were 26 on or after 1988 you can leave at 56 (and so on). We are close to reaching agreement
to reduce the number of qualifying years under Vanguard to 15 years.

Why were we willing to accept a 2% raise in the first year when the carrier is supposed to be doing
better than ever?

While Metro North is doing better in terms of statistics they are not in terms of money and are still heavily
subsidized. We knew how much money was available to us in this package and since the LIRR already
accepted this wage pattern, it made the likelihood of breaking the wage pattern extremely remote. The
only way to even try to break a wage pattern is to strike and that would have taken 2 to 3 years to get to.
We would have had to put all our work rules back on the table and because the work rule benefits in this
agreement are so valuable, we felt it was not worth the risk.

If we take a 2% when times are good, what about if things turn sour?

If times were tougher than they now are, we would have been expected to pay for any wage increase with
work rule changes. Perhaps the most unique thing about this contract is that it is non-concessionary. No
Give-Backs!

Isn't our increase being eaten up by the increase to Tier 1 and Tier 2?

Neither we nor the carrier has any control of the increases to Railroad Retirement. The percentages did
not increase, however the cap was raised as it is every year. Members of Division 127 have been able to
pay it off as our income exceeds that of most other railroad workers. We can't hold the carrier responsible
for the fact that the Railroad Retirement Board is starting to realize our incomes have grown. The
increases in the amounts subject to payments fund the current retirees, the CPI increases and your own
future benefits.

What can we do to prevent the company from making cuts in the overtime in our crew book that
eats up the wage increases?

In 1983, control of the run book was surrendered to the Carrier. However, we just had a meeting
regarding the upcoming crew book and it appears their intent is to keep existing overtime. The overtime
was cut in the last crew book so as to create more assignments and reduce compression of runs. The
railroad has dramatically increased hiring because of the improvements to our vacation and sick time
agreement. Surprisingly to many (even in management) it is more cost effective for them to pay us
overtime than increase the work force. Until it becomes cheaper to hire more people instead of paying
overtime it is unlikely overtime would be cut. Regardless, the crew book and overtime are completely
controlled by the carrier as per our 1983 Agreement and they obviously are extremely unlikely to
relinquish that control.



Will new Agreement Books ever be printed?

Yes. They were already sent to the printer but we requested a delay so we could incorporate the changes
from this Agreement.

Is the $100,000.00 life insurance applicable if you die off the property?
Yes. It is $100,000 regardless of where you meet your demise. The life insurance for retirees remains at
$2,000 because the cost of increasing it is astronomical.

This agreement has the unanimous support of Division 127's Local and General Committee
Officers. Vice Local Chairmen Richard Engel, Ronald DeAndrus, Thomas McGrath, and John Potthast,
President Richard Gunderman, Secretary Treasurer Brian Palmer, and Legislative Representative Fred
Kelly all support ratification of this agreement.

Please return your ballot by February 20, 1999. Place the ballot in the blank envelope and place
the blank envelope inside the stamped return envelope. You MUST WRITE YOUR RETURN
ADDRESS ON THE RETURN ENVELOPE IN ORDER FOR YOUR BALLOT TO BE COUNTED.

We thank you for your time in this matter.

Fratefmallg o

b

“Michael Doyle
General Chairman



MEMORANDUM OF UNDERSTANDING
BETWEEN
METRO-NORTH COMMUTER RAILROAD
And

BROTHERHOOD OF LOCOMOTIVE ENGINEERS

The parties hereby agree to the following amendments and changes to the
Collective Bargaining Agreement for the period January 1, 1999, through December 31,
2002. ‘

This Memorandum of Understanding is subject to ratification by the membership
of the Brotherhood of Locomotive Engineers and final approval by the Metropolitan
Transportation Authority Board of Directors.

BLE
01/15/99
6:35 PM
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THIS AGREEMENT is made this 1st day of January, 1999, by and between the Metro-North
Commuter Railroad (“Metro-North”) and the employees represented by the Brotherhood of
Locomotive Engineers (“BLE”).

ARTICLE I — GENERAL WAGE INCREASES

SECTION 1 — FIRST GENERAL WAGE INCREASE

Effective January 1, 1999, all rates of pay irrespective of the method of payment (hourly, daily,
etc.), in effect on December 31, 1998 shall be increased by two (2) percent.

SECTION 2 - SECOND GENERAL WAGE INCREASE

Effective January 1, 2000, all rates of pay irrespective of the method of payment (hourly, daily,
etc.) in effect on December 31, 1999 shall be increased by three (3) percent.

SECTION 3 — THIRD GENERAL WAGE INCREASE

Effective January 1, 2001, all rates of pay irrespective of the method of payment (hourly, daily,
etc.) in effect on December 31, 2000 shall be increased by three (3) percent.

SECTION 4 - FOURTH GENERAL WAGE INCREASE

Effective January 1, 2002, all rates of pay irrespective of the method of payment (hourly, daily,
etc.) in effect on December 31, 2001 shall be increased by three (3) percent.

SECTION 5 — ELIGIBILITY FOR WAGE INCREASES

The January 1, 1999 retroactive payment shall be granted only to current employees for service
performed in 1999, and on a prorated basis for employees who, during 1999: 1) retired; 2) died;
3) resigned while having a vested right to a pension under the Metro-North Defined Benefit
Pension Plan; 4) were dismissed and subsequently reinstated or rehired with seniority restored.



























