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D ear M r. Perez:


W hile perform ing the required service and inspection of the M t. R ainier on A ugust 7, 2005 , Talgo

discovered carbody cracks, as docum ented by A M T/TA L-C -O I5. Talgo drilled holes in an effort to stop


the cracks from  spreading. O n D ecem ber 13,2006, an inspection revealed that the cracks had continued

beyond the drilled holes . A s a result, Talgo im plem ented a fleet-w ide m odification pursuant to A rticle 41


of the Trainset A cquisition C ontract, w hich w as com pleted in M ay 2007. O n A ugust 2, 2007, cracks

w ere discovered in the carbody structure of the M t. B aker Trainset. U pon this discovery, A m trak and


Talgo perform ed ajoint fleet-w ide inspection ofthe Trainsets, and num erous sim ilar cracks w ere found


on every Trainset. B y agreem ent of all parties, use of the Talgo Trainsets in the C ascades revenue service

operation w as stopped on A ugust 3,2007, due to the concern caused by the cracked carbody structures.


A m trak appreciates T algo's prom pt and cooperative approach in dealing w ith this problem . H ow ever,


A m trak hereby puts Talgo on notice that the carbody cracking problem  falls w ithin the scope of T algo's

responsibilities under both the Trainset A cquisition C ontract and the M anagem ent Services C ontract.

Pursuant to A rticle 2.07 ofthe TrainsetA cquisition C ontractand A rticle 117.2 ofthe M anagem ent

Services C ontract, nothing that A m trak does or does not do as w e address this situation is a w aiver or


lim itation of any of A m trak's rights or rem edies under either agreem ent or otherw ise.

U nder the ten-year carbody w arranty provided pursuant to A rticle 41 of the Trainset A cquisition C ontract,


Talgo is required (A rticle 41.01.4) to conduct a failure analysis to determ ine the cause and frequency of

the carbody cracking. This report is to be subm itted to A m trak by Septem ber 1,2007. Talgo's


responsibility is 110t lim ited to repair or replacem ent of the carbody com ponents that have already failed


(A rticle 41.01.05). In accordance w ith A rticle 41.05 ,Talgo m ust prom ptly institute an A m trak-approved

"M odification Program " to ensure that all such carbody com ponents on a fleet-w ide basis are no longer

defective or at risk of defect or failure, and are otherw ise cured, at no additional cost to A m trak.

U nder the provisions of the M anagem ent Services C ontract, Talgo is separately responsible for all


m aintenance and repair services. A m ong other things, that m eans that during the service and inspection

w ork being perform ed on the Trainsets, Talgo should have uncovered the cracks, reported them  to


A m trak and im plem ented repairs, m odifications or replacem ents before the cracks affected such a large


num berofcarbodies on every Trainset. Talgo failed to do so, and as a result ofthe carbody cracks,the


Trainsets have failed to m eet the perform ance standards specified in the M anagem ent Services C ontract.
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A m trak accordingly reserves the right to assess against Talgo the liquidated dam ages provided for in the


M anagem ent Services C ontract.

Please contact the undersigned if you have any questions.

Sincerely,

M ichael J. R ienzi

V ice President, Procurem ent and M aterials M anagem ent

cc:  W illiam  L. C rosbie

V ince A . N esci


K urt G . Laird


Eleanor D . A cheson


