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Chairman Mica, Ranking Member Rahall, and members of the Committee, good
morning. 1 appreciate the opportunity to come before you this morning to discuss our company’s
performance. Amitrak has been working hard to improve service, to realize our mherent
opportunities for growth, and to manage our company like a business. Our Key Performance
Indicators show improvement. Amtrak’s ridership has grown by 44% since 2000, reaching an
all-time record of 30.2 tillion in FY2011. We’ve set ridership records in 8 of the last 9 years.
We are also on track to complete the year with one of the lowest levels of operating subsidy
Amtrak has ever required, mc}udmg food and beverage service, in our forty-one years of service.

Why have these changes ocewrred? In large part, the management of Amtrak has made it
our mission to change the way we think and the way we act, and to begin the process of changing
Amtrak to un the company as a business. Healthy companies look continnously for
opportunities to improve the service they deliver. At Amifrak, our strategic plan sets out a
roadmap for improvement. Our focus is not just on cutting costs, but on improving overall
financial performance and focusing on the bottom line. Our goal has been to transform Amtrak
so that we carry out our Federal mandate o operate an efficient business as well as deliver an
exceptional customer service. 'i’he men and women of Amtrak take our responsibilities as
stewards of public funds seriously, and their efforts are directed to deliver the best possible value
for each dollar of public investment.

While today’s discussion is about food and beverage service, we are focused on
continuous improvement for all aspects of our business. Food service for passengers is an
essential component of any transportation service that operates scheduled trips that extend for
more than a very few hours. Since 1981, Congress has required us to en;ure that the revenues

attributable to food and beverage services exceed the costs of providing it, and today we are



within the limits set by that statute. Congressional hearings and studies by the Government
Accountability Office and the Inspector Generals of USDOT and Amtrak have detailed the
complexity of our food and beverage service, and eight presidents of Amtrak have devoted
considerable effort to the challenge of providing these services at the lowest possible cost to the
public on a system spread across 46 states, and great progress has resulted.
Qur ongoing programs have certainly delivered measureable financial efficiencies. In
2006, our food and beverage services recovered 49% of their costs. In 2011, these services
recovered 59% of their costs —a 20% improvement. Part of what attracts people to Amtrak.
services is the availability of food, and the manner in which it is offered. If we were to eliminate
food and beverage services, we would actually lose more monéy, becaunse of the loss in
associated ticket revenue’. In spite of this fact, we are still Jooking for ways to improve our cost
recovery. It took a lot of work to gt;t 1o where we are today, and we’re planning on making maré
improvements in the coming years. Our goal is to recover 70% of food and beverage costs by
- 2015, | |
These are some of the specific actions we have taken:
s One, that we outsourced commissary operations, and used a competitive
procurement process to get better services at a lower cost.
s Two, we introduced onboard credit card processiﬁg, simplified dining car services
to reduce costs and introduced an at-seat cart service on several of our trains
e Three, automation technology has been a big help. We are in the process of

introducing an onboard “point of sale” system to manage food and beverage sales

! gee House Report No, 87-783 (August 18, 1982), pp. 58-59, which stated that, for purposes of satisfying
the food service cost recovery requirement now codified at 49 USC 24305(c), up fo 10% of ticket
revenues could be atiributed fo food and beverage service because ‘substantial revenues wouid be lost if
this service were eliminated.” Food and beverage costs not covered by food sales are equivalent to
about 5% of Amtrak’s current ficket revenues.



and frack inventories. The automated management systems such as “Point of
Sale” (POS) and Warehouse Inventory Management Systems (WIMS) that we are
implementing for our food and beverage service will literally transform the way
we do business. They will automate inventory management both at the
commissary and aboard the train, and will eliminate time~-consuming paper-
intensive accountability processes.

When fully implemented, our new management systems will allow us to further optimize
food sales and maximize revenue, in much the same way modern revenue management allowed
us to improve our ticket yields. This is the kind of improvement we need — careful investment
that leverages the skills of our on-board service employees so they can focus on selling, rather
than filling out forms. These employees also have an important safety role to play, and are
trained in basic first aid, emergency response and evacuation procedures. Our Food and
Beverage employees are part of a team of transportation professionals.

While these are examples of things we’re doing today to improve our efficiency and cost
recovery, we are also realigning our company o better respond to our customers’ needs. We
established a set of metrics and performance goals, and we will establish clear lines of
responsibility for financial performance at every level of the organization and empower

‘managers to envision and implement the next round of improvements. A principal goal is to
develop a structure and a culture that continually generate process improvements that will build
on each other.

We have a plan to do this —and it is closely integrated with ongoing efforts to improve
oﬁr company’s financial performance. The strategic plan that the company published late last

year will provide the foundation to realign business processes and build a corporate structure



focused on financial efficiency, accountability and improved customer service delivery. To
ensure the proper focus, we are now creating business lines that will be cleatly accountable for
financial performance and service delivery, but | want to stress that today’s food and beverage
progréms ére already closely integrated with our financial and service improvement goals. For
exanple, én late 2010, we introduced a program of freshly prepared foods on Acela Express.
Rased on that success, we expanded that program to all trains in the Northeast Corridor in 2011.
By 2012, we changed our inventory offering to better reflect consumer tastes, and revenues ﬁom
onboard sales of these items doubled. This improvement was a product of our highly effective
customer experience research program, newly developed business intelligence tools, and our
contract with Aramark, which provides our commissary service. Future efforts will be carefully
coordinated with existing and ongoing programs 10 ensure that we get the full benefit — which in
this case exceeded a million dollars.

Let me close where I began. In FY 2011, food and beverage services accounted
for less than eight percent of our total expenses for the year, and covered most of those costs
with revenues from sales. In an organization that generated more than $2.7 billion in annual

revenue, and recovered more than 85% of its costs, this is a very small portion of a very large
business — and one that has grown more efficient in recent years as demand for our services
continues to grow. We have made significant improvements that have allowed us to continue
operations while reducing our operating subsidy need by 17% over the previous fiscal year. But
we are not satisfied. We will continue to refine our operation, and ] am confident the company

and the organization we’re building will deliver more improvements in the years to come.
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Truth in Testimony Disclosure

Pursuant to dause 2{gH(S) of House Rule X, in the case of a witness appearing In a nongovernmental
capacity, a written statement of proposed testimony shall Include: {1} a curriculum vitae; and (2) a
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{1) Name: .

Joseph H. Boardman

(2) Other than yourself, name of entity you are representing:
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(3) Are you testifying on behalf of an entity other than a Gevernment (federal, state,
Iocal) entity?
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NO
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ARMTRAK

Ty

Joseph Boardman
President and Chief Executive Officer
National Railroad Passenger Corporation (Amirak)

Joseph H, Boardman was appointed President and Chief Executive Officer {CEQ)
of Amtrak by its Board of Directors in November 2008, '

As President and CEQ, Mr. Boardman oversees the management of America's
Railroad which carried more than 30.2 milfion passengers in FY 2011, an ali-time
record. Amirak operates more than 300 passenger trains each day — at speeds
up 10 150 mph (241 kph) ~ connecting more than 500 destinations in 46 states,
the District of Columbia and three Canadian Provinces,

Under his leadership, Amtrak is building the equipment, infrastructure and organi-
zation needed to ensure its strong growth continues into the future. The com-
pany is investing in projects critical for enhancing the passenger

experience and essential for supporting its national network of intercity and
high-speed rail services.

Before joining Amtrak, Mr. Boardman was the Administrator of the Federal
Railroad Administration (FRA), an agency under the U.S. Department of
Transportation, and also served as a member of the Amtrak Board of Directors.
Prior to his position at FRA, Mr. Boardman was the longest serving Commissioner
of the New York State Department of Transportation,

Mr. Boardman has been involved with the transportation industry for more than
40 years with experience on the local, state and federal levels and his own
fransportation management company. In addition, he is a former Chairman of
hoth the Executive Committee of the Transportation Research Board (TRB) and
the American Association of State Highway and Transportation Offictals’
(AASHTO) Standing Committee on Rail Transportation (SCORT).

He is a native of New York State and is the second of eight children born and
raised on a dairy farm in Oneida County. in 1966, he volunteered for military
service in the United States Air Force and later received a Bachelor of Science
degree in Agriculture Economics from Cornell University in ithaca, NY, and a
Master of Science degree in Management Science from the State University of
New York at Binghamton.

Mr. Boardman presently resides with his wife Joanne in Washington, D.C.

Amisak is  registered service matk of the National Reifroad Passenger Corporation, 02112




