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MEMORANDUM IN SUPPORT OF COMPLAINT

Come now Complainants, Lee K. Groome and Groome & Associates, Inc. (“G&A”), by
and through counsel of record, and, pursuant to the Order of the Surface Transportation Board
(“Board”) served October 12, 2004, file this “Memorandum in Support of Complaint.” The issue
in this case is whether the Greenville County Economic Development Corporation (“GCEDC”)
violated its statutory common carrier obligation (codified at 49 U.S.C. § 11 101(a)) by failing to
provide rail service to G&A upon reasonable request. The Board has jurisdiction under 49
U.S.C. § 11704(b).

It is uncontroverted that while GCEDC failed to provide any rail service after June 4,
1999, when it acquired a line of railroad that stretches from MP 0.0 at Greenville to MP 11.8 at
Travelers Rest, South Carolina (“the Line”), it did not file an embargo. Hence, the instant case is

:{.distinguishable from and not controlled by the cases in which an embargo was validly imposed.
INTRODUCTION AND SUMMARY OF ARGUMENT

GCEDC, following its June 4, 1999 acquisition of the Line, violated its statutory common

carrier obligation (i) by refusing to provide any rail service to G&A even though it was

repeatedly requested to do so; (ii) by failing to embargo the Line or seek its abandonment; and




(iii) by failing to make repairs in a timely fashion that would have permitted the resumption of
rail service on an excepted basis to G&A in the summer of 1999 or any time thereafter.

In order to provide service to G&A, GCEDC would have had to repair three small
bridges and less than 2.5 miles of track. GCEDC acquired the Line from Carolina Piedmont
Division South Carolina Central Railroad (“SCCR”), a subsidiary of Railtex, with knowledge of
the condition of track and bridges, as well as the estimated cost of repairs. Furthermore, when it
purchased the Line, GCEDC was aware that the shippers on the Line required rail service and
were seeking to acquire ownership of the Line in order to repair it and restore rail service.
Therefore, as a matter of equity, GCEDC may not rely on the condition of the line or the cost of
needed repairs as an excuse for its unlawful failure to restore rail service after it acquired the
Line.

Based on a letter that it received from Railtex’s Director of Real Estate in January 1999,
GCEDC knew at all times that it would be required to “assume all railroad common carrier
shipping obligations, along with the estimated $300,000 of expenditures to repair the G&N
bridges.”! However, despite being put on notice, both prior to and after it acquired the Line,
GCEDC failed to take reasonable steps to ascertain its statutory duty and its legal obligations
with respect to rail service and the common carrier obligation. As a result, GCEDC violated its
duty by failing to provide service.

There is no legitimate excuse for GCEDC’s failure to provide service. Indeed, given the
information provided by Railtex, GCEDC acted with gross negligence when it acquired the Line
without undertaking extensive due diligence regarding the cost of operating and maintaining the

Line and without taking appropriate action to secure the additional appropriation that it knew

! Attachment 16, V.S. Groome. The $300,000 figure vastly overstated the cost of restoring rail service to G&A.
Not only did that figure include the cost of replacing a bridge that would not be used to provide service to G&A, but
it included the cost of replacing a bridge that could have been safely operated with far less expensive repairs.
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would be required to make needed repairs sufficient to operate the Line on an excepted track
basis. As aresult of GCEDC’s failure to exercise due diligence, G&A has suffered extensive
financial damages for which GCEDC should be held liable. The Board should also find that
GCEDC has demonstrated its lack of fitness by filing false and misleading information with the
Board in an attempt to evade its service obligations.

Given the facts and circumstances surrounding this matter, the Board is asked to hold that
(1) GCEDC violated its statutory common-carrier obligations; (i) GCEDC is liable for damages
suffered by G&A from June 4, 1999 through the present date; (iii) GCEDC should be required to
pay Complainants’ attorney fees; and (iv) GCEDC should be required to forfeit its ownership of
the Line in favor of G&A. Any other result would make a mockery of the common carrier
obligation and encourage others, who are financially and operationally unfit, to acquire
ownership of lines of railroad to the detriment of shippers who are dependent upon rail service.

Statement of Facts

Lee K. Groome (“Groome”) is the President, founder and majority shareholder of G&A.
During all relevant periods, G&A was engaged in the brokerage and “converting” or “slitting” of
rolls of virgin paper weighing thousands of pounds. Groome would purchase rolls of paper
directly from the paper mills that manufactured the paper. The commodity delivered by rail to
G&A consisted of large, multi-thousand pound rolls of bleached sulphate paper, coated on one or
both sides, made of virgin fiber. After receiving them at its facility, G&A would convert or slit
the rolls into various sizes for ultimate use in the food and pharmaceutical industries as wrapping
or printing paper, both of which are regulated paper or paper products. The particular products
are classified as STCC 26213 and 26214. See Complainants’ Ex. A, Verified Statement Groome

at Y 14 (hereinafter “V.S. Groome”).



The “converting process” is the process whereby a large roll of paper is trimmed down to
the size that is required. For example, a roll of paper may be 100 inches wide, with a diameter of
72 inches, and may weight between 12,000 to 15,000 pounds. In order to meet G&S’s
customer’s specifications, the roll was placed on a converting machine, otherwise known as a
“slitter/rewinder.” If G&A’s customer required a 33-inch wide material, the large roll would be
cut into three 33-inch rolls, with one inch of paper being trimmed from the master roll. See V.S.
Groome at 9 9.

In 1992, Groome purchased a building at 131 Pinsley Circle in Greenville, South
Carolina. A primary reason for choosing this particular building was its location on a line of
railroad, with tracks running right to the building’s four loading bays. At that time, the line was
operated by the Greenville & Northern Railway Company (“G&N”), a wholly owned subsidiary
of Pinsly Railroad Company. G&N interchanged in Greenville with both CSX Transportation
(“CSX”) and Norfolk Southern Railway (“NS”), both of which served the paper mills from
which Mr. Groome purchased the rolls of paper that G&A would convert. This provided G&A
the ability to bring in its freight in the most efficient manner and at the most competitive prices.
Indeed, as later experiences would prove after rail service stopped, it was impossible to operate
profitably using truck service. See V.S. Groome, 49 11-12.

After Groome purchased the Greenville facility, he moved a rewinder from a facility at
Birmingham, Alabama and installed it at the new Greenville facility. Over the next few years,
the company purchased, built or rebuilt the necessary slitting and rewinding machines to produce
paper in roll form from 2" to 120”. By 1997, G&A was operating 3 different slitter/rewinders: a
124-inch slitter/rewinder; an 84-inch slitter/rewinder; and a 42-inch slitter/rewinder. With the

72-inch sheeter, G&A also had capacity to sheet paper. “Sheeting” is the process of taking



master rolls and cutting them to a length and width appropriate for the customers’ uses and sizes,
then automatically stacking them on a wooden pallet with a wooden top cap. The palletized load
would be steel banded for security in transit and poly-wrapped for cleanliness. G&A also had a
33-inch laminator, so that it could laminate specialty grades of paper together, such as foil
lamination. For example, it could take two substraights of paper and glue them together or it
could put foil on top of a piece of paperboard to make a nice box for a department store such as
Dillards. See V.S. Groome at Y 16.

As Groome has explained in his Verified Statement (V.S. Groome at § 17):

The business steadily grew from the inception. This
allowed me to expand both the physical facility and production. At
all times, it was imperative that I had a facility with a rail siding.
Indeed, the growth and expansion of the business could not have
occurred without rail service. The two most important factors in
G&A’s business were cost of the rolls of paper and freight. There
were, however, several other factors that contributed to the
successful growth of the business. Industry trends favored us quite
well. Water-based flexographic printing began at an
unprecedented pace changing the printing process dramatically.
Now most all inks are water-based, rather than oil-based, and
computers mix ink from press job-to-job, thereby allowing more
latitude than before thought possible. Furthermore, the industry
changed from offset sheet fed presses to web (paper on rolls) fed
flexo water-based inks. Growth in this type of printing continues
to grow at historical rates to this very day. We had truly found a
growth opportunity limited only by our ability to perform with a
knowledgeable staff and quality control (our average returns
allowances and credits averaged less than 1% on an annualized
basis). We put the proper personnel in place and were off and
running.

By 1997 G&A was getting into some specialty items and niche markets, with 125 or
more accounts. Its customers were the manufacturers of the finished folding cartons and
wrappings that were sold to companies such as Bayer Asprin, Bristol-Myers, Krispy Kreme
Doughnuts, Dunkin Donuts, D.D. Bean & Sons (the manufacturer of Hav-A-Tampa matches),

and Breyers Ice Cream to name a few. Because G&A catered to companies who were

-5-



manufacturing and selling to companies that were using consumable food grade products, its
market was for all intents and purposes recession proof. As Groome has explained, “the solid-
bleached product business is not subject to economic fluctuations of the market as the demand
does not fluctuate because it is a specialized grade of paper and people are always consuming
fast food products.” V.S. Groome at 18.

On December 1996, the Pinsly Group announced that it would be willing to accept bids
for the purchase or lease of its wholly owned subsidiary, G&N, through the close of business on
January 31, 1997. See Attachment 1 to V.S. Groome. The basic information package that Pinsly
attached to its solicitation for bids included a traffic history report. That report reflects the
carloads and revenues of all of the shippers on the line, including G&A for the years 1994
through 1996. According to that report, G&A received 276 cars in 1994 that produced $61,200
of revenues; 247 cars in 1995 that produced $55,385 of revenues; and 249 cars in 1996 that
produced $56,309 of revenues. In each of the three years, G&N transported over 1,000 cars per
annum. See, id.

On May 1, 1997, the Board authorized SCCR to acquire the line. See STB Finance
Docket No. 33391, South Carolina Central Railroad Inc., Carolina Piedmont Division--
Acquisition Exemption--Greenville & Northern Railway.

Seven months later, on December 4, 1997, SCCR placed an embargo on the line citing
“Damage to bridges” as the basis for the embargo. See Attachment 30, V.S. Groome. On
December 12, 1997, SCCR filed a Petition for Exemption seeking authority to abandon a 2-mile
portion of the Line that it had acquired from the Pinsly Group. See STB Docket No. AB-312
(Sub-No. 2X), South Carolina Central Railroad Company, Inc. d/b/a Carolina Piedmont

Division--Abandonment Exemption--In Greenville County, South Carolina.



On or about December 10, 1997, G&A learned that an embargo had been placed on the
Line. Despite the embargo, which became effective as of 11:59 p.m., December 4, 1997, SCCR
continued to operate safely for several months over the two bridges that were used to justify the
embargo. See V.S. Groome at § 22.

On December 29, 1997, SCCR confirmed that it had been able to provide “almost normal
service” despite the embargo. See December 29, 1997 letter addressed to Randy Mathena,
President, Paper Cutters, Inc. (a shipper located to the north of G&A), from Forrest R.
VanSchwartz, General Manager - Carolina Piedmont & South Carolina Central Railroads.
Attachment 3, V.S. Groome. As VanSchwartz explained “We have been able to provide almost
normal service for your traffic billed prior to the embargo date. To insure (sic) safety over the
bridges, CPDR is using idler cars between each loaded car to minimize weight on the bridges,
switching the idlers in and out of each train - a time consuming and costly process - but
necessary to fulfill our service commitment to you.” Id. VanSchwartz then outlined a proposed
surcharge that would be imposed in order to generate additional cash to pay for the two
replacement bridges and the repairs to the other two bridges. SCCR continued to provide rail
service to G&A until February 8, 1998. See V.S. Groome at § 22.

The governing rules of the Association of American Railroads state that “Embargoes will
remain in effect until cancelled but, unless cancelled, will automatically expire one year after
effective date of issuance.” See Revised Circular TD-1, Association of American Railroads,
Effective November 17, 2003. Attachment 29, V.S. Groome. There is no evidence that the
embargo was continued or reinstated by SCCR after it expired as a matter of law on December 3

>

1998. Furthermore, GCEDC did not file an embargo following its acquisition of the line.



On October 8, 1998, SCCR filed a new system diagram map with the Surface
Transportation Board and announced that it anticipated abandoning the portion of the line
between MP 2.1 in Greenville and MP 11.8 in Travelers Rest, South Carolina. See Attachment
6, V.S. Groome.

On January 29, 1999, Todd N. Cecil, Railtex’s Director-Real Estate, forwarded a letter to
Dozier Brooks, Chairman of the Greenville County Council, who would subsequently become
GCEDC’s Chairman. In that letter, Railtex offered to sell “all of South Carolina Central’s assets
between downtown Greenville and Travellers Rest (former G&N) for a net cash consideration of
$750,000. These assets would include all land, track and other track materials currently in place
along the right-of-way.” See Attachment 16, V.S. Groome. The letter also contained the explicit
statement that “the purchaser would assume all railroad common carrier shipping obligations,
along with the estimated $300,000 of expenditures to repair the G&N bridges.” Id.

A similar letter was sent to the shippers on the Line. See Attachment 17, V.S. Groome.
Thereafter, the coalition of shippers on the Line began exploring the possibility of acquiring the
Line in order to restore rail service to their facilities.

For several months prior to the date that GCEDC acquired the Line, its representatives
and those of the Greenville County Council were aware that the shippers on the line needed rail
service and that the shippers were contemplating purchasing the Line so as to restore service.
See, Complainants’ Ex. B, Verified Statement Mathena at 9 5 and attachments thereto
(hereinafter “V.S. Mathena™). As the shippers discovered, with the existing volume of traffic,
they could achieve a breakeven position, which would improve over time. See Attachment 1,
V.S. Mathena. This view was shared by B.F. Anderson, an experienced short line operator. See

Complainants’ Ex. C, Verified Statement Anderson at 4 (hereinafter “V..S. Anderson”).



Between January and late May of 1999, the shippers’ representatives met with SCCR
representatives to discuss the shippers’ interest in acquiring the line if it were to be abandoned.
In addition, they made their intent to acquire the line known to the Greenville County Council
members who would later be named to GCEDC and to representatives of the Council.? As
summarized in a Memo from Rob Svets to Jay Tothacer and members of the County Council
Committee on Finance, dated March 1, 1999 (obtained through a FOIA request):

Randy Mathena, president of Paper Cutter’s, Inc., has recently
indicated the willingness of the companies located above the
Northern Segment [identified as Paper Cutter’s, Inc., Air Products,
Inc., Scotts Company, Groome & Assoc., Inc., and Industrial Metal
Processing] to negotiate financing for the upper 9.8 mile portion of
the Northern Line. Mr. Mathena expressed his belief that these
companies could arrange for the purchase, repair and operation of

the 9.8 mile portion of the Northern Line without the County’s
assistance.

See Attachment 18, V.S. Groome. As demonstrated by the foregoing, the Greenville county
Council and the members of the GCEDC Board of Directors were well aware that the shippers
intended to acquire, repair and operate the Line. Nevertheless, for some undisclosed reason, the
Council decided to acquire the Line in June 1999 before it was abandoned, even though it had no
real plan of action with regard to the future operation of the Line. By pursuing that course of
action, the Council, in effect, preempted the shippers’ plans to acquire and operate the Line with
private funds.

In a subsequent memorandum addressed to members of the Greenville County Council,

Council Memorandum #99-127, dated March 31, 1999, Gerald Seals outlined the ongoing

% In June, the Greenville County Council passed a Resolution that created and organized the Greenville County
Economic Development Corporation to “carry out the purposes of owning, leasing, constructing, acquiring and
operating buildings, equipment, public utilities, and transportation services and facilities functionally related to the
promotion of the economic development of Greenville County”. Complainants’ Ex. D, Resolution, dated June 1,
1999. As reflected by the Resolution, the Board of the Corporation was composed of multiple individuals who are
also members of the County Council. Moreover, the funding of the Corporation is controlled by the County
Council.



discussions with Railtex regarding the line. See Attachment 20, V.S. Groome. As therein noted,
“In addition to the acquisition cost, County Council would have to appropriate funds to assume
railroad carrier shipping obligations for both segments plus the estimated $300,000 of
expenditures to ‘repair’ the G&N bridges.” Id. at GCEDC 0122. Seals also estimated that it
would then cost $100,000 - $150,000 for “Required Miscellaneous Track Upgrades (Lump sum
on the former G&N).” Id. Despite Seals’ comments regarding the need to appropriate funds to
repair the bridges, no funds were ever appropriated for that purpose, either prior to the date that
GCEDC filed its Verified Notice of Exemption with the Board or afterwards. These estimates
were based on the assumption that the Line would be upgraded to FRA Class I standards that
would allow passengers to be transported.

On May 21, 1999, with unquestioned knowledge of the cost of the needed repairs,
GCEDC filed its Verified Notice of Exemption to acquire the Line between MP 0.0, in
Greenville, and MP 11.8 in Travelers Rest. Complainants’ Ex. E, GCEDC’s Verified Notice of
Exemption. GCEDC’s Verified Notice was docketed as Greenville County Economic
Development Corporation--Acquisition Exemption--South Carolina Central Railroad Company,
Inc., Carolina Piedmont Division. The portion of the Line that is in question herein was
designated as the “Northern Line.” In its Verified Notice, GCEDC stated that it was “acquiring
the rail line from CPDR in order to preserve the corridor for rail freight operations.” GCEDC
also stated that it “plans to continue rail freight operations on the line through service provided
by third party operators.” The Notice misleadingly failed to mention that no funds would be
made available to repair or operate the Line after it was purchased. Indeed, prior to deciding that

it would acquire the Line, GCEDC failed to prepare any meaningful operational or financial

> As shall be demonstrated, the estimated cost of $300,000 actually anticipated the construction, and not merely the
repair, of two new bridges, one of which would not be used to provide service to G&A.
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feasibility studies. As GCEDC has conceded during the course of discovery, the only
operational and financial feasibility study performed by GCEDC consists of the four-page
memorandum, dated March 31, 1999, that was prepared by Seals, the Greenville County
Administrator. See Attachment 20, V.S. Groome.

After it acquired the Line, GCEDC did not appropriate funds to perform the needed
repairs. Furthermore, it did not take any action to hire an operator for over a year. Over a year
later, on August 9, 2000, The Great Walton Railroad Co., Inc. (“GWR”), after inspecting the line
and estimating the cost of its rehabilitation, notified GCEDC that is was “prepared to place a
locomotive in Greenville for service to the Greenville Northern customers.” See Attachment 24.
V.S. Groome. This would have had the effect of resuming immediate service to G&A.

GWR also advised GCEDC that the cost of all bridge repairs, not just two that had been
“condemned” by SCCR, would be less than $200,000.* The cost of track work from MP 0.0 to
MP 7.0 (or an additional three miles beyond G&A) was estimated to be $700,390.00. Id. As
was the case with the other estimates, this estimate substantially overstated the cost of repairs
needed to operate the Line as excepted track. As Anderson has explained, the segment of the
Line used to provide service to G&A was at that time in good enough shape to operate it as
excepted track pursuant to 49 C.F.R. § 213.4.

The GWR estimate, however, was based on the assumption that the track would be used
for passenger, as well as, freight operations. V.S. Anderson at § 11. Because FRA regulations (§
213.4(e)(2)) specifically states that “[n]o occupied passenger train shall be operated” over
excepted track, the GWR proposal was based on the assumption that the Line would be

rehabilitated to FRA Class I standards. Plainly, the expenditures required to resume rail

* It should be noted that bridge 2.9 is located north of the G&A facility and would not need to be repaired in order to
provide service to G&A.
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operations to G&A over excepted track would have been minimal as compared with all of the
estimates that would have involved an extensive rehabilitation of the entirety of the Line.
Finally, given the short distance to its facility from the point of interchange with CSX and NS,
there was no need to bother with the remainder of the track in order to provide G&A with

adequate rail service.
ARGUMENT

I. GCEDC VIOLATED ITS COMMON CARRIER OBLIGATION BY FAILING TO
PROVIDE RAIL SERVICE ON REASONABLE DEMAND AND BY FAILING TO
ISSUE A VALID EMBARGO.

Although GCEDC assumed the common carrier obligation when it acquired the Line in
June 1999, it has never provided rail service over any portion of the Line. Nor has it abandoned
or embargoed the Line. Hence, GCEDC is per se liable for the damages suffered by G&A as a
result of GCEDC'’s failure to provide rail service.

A. No Emergency Situation Existed That Would Have Justified An
Embargo When GCEDC Acquired The Line.

Complainants recognize that “[a]n embargo can be issued by a carrier to temporarily
cease or limit service when it is physically unable to service specific shipper locations.” As
explained in GS Roofing Products Co. v. STB, 143 F.3d 387, 392 (8th Cir. 1998) (“GS Roofing
ry:

An embargo is “an emergency measure placed in effect because of
some disability on the part of the carrier which makes the latter
unable properly to perform its duty as a common carrier.” Chicago
N.W.Ry. Co. v. Union Packing Co., 373 F. Supp. 734, 736-37
(D.Neb. 1974) (quoting Froehling Supply Co. v. United States, 194
F.2d 637, 641 (7th Cir. 1952)). An embargo is generally a
temporary measure that is issued at the carrier’s election. See
Baltimore & Annapolis, 398 F.Supp. at 462; General Foods, 451
F. Supp. at 876. Embargoes are typically valid if justified by

*F.D. No. 33386, Decatur County Commissioners v. The Central Railroad Company of Indiana, STB September 29,
2000, slip op. at 6
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physical conditions such as weather and flood damage, tunnel
deterioration, or lack of equipment. See General Foods, 451 F.
Supp. at 876.

In this case, no embargo was issued by GCEDC after it acquired the line!® This fact
distinguishes this case from those cases in which the Board was asked to adjudicate the
reasonableness of a duly issued embargo. Because GCEDC failed to issue an embargo after it
acquired the Line, it necessarily follows that the Board cannot adjudicate the reasonableness of a
non-existent embargo. Instead, it is faced with what is in effect a unilateral, unauthorized
discontinuance of service. As recognized in Louisiana Railcar, Inc. v. Missouri Pacific Railroad
Co., 5 1.C.C.2d 542,547 n.10 (1989), “[t]he proper response to an unprofitable line is to obtain
abandonment authority, not unilaterally to withdraw service.”

In the first place, GCEDC was aware of the condition of the Line when it acquired it.
Second, GCEDC was aware that it would be required to assume the common carrier obligation
when it acquired the Line. Third, GCEDC, by virtue of constant communications with the
shippers on the Line, was aware of the need for rail service and that the shippers were looking to
acquire the Line for its NLV if the Line was abandoned.

The evidence conclusively documents that GCEDC was alerted by Railtex that, as the
purchaser of the Line, GCEDC “would assume all common carrier shipping obligations, along
with the estimated $300,000 of expenditures to repair the G&N bridges.” See Attachment 16,

V.S. Groome, Letter to Dozier Brooks from Todd N. Cecil, dated J anuary 29, 1999. The

¢ As the Board recognized in the Decatur County case, id., slip op. at 1, n.3, “[ulnder the procedures of the
Association of American Railroads (AAR) Circular TD-1, effective January 1, 1991, an embargo is issued by a
railroad through notice to the AAR and may remain in effect for 1 year, unless the railroad cancels or amends it. An
embargo allows an immediate cessation of operations and temporarily excuses a railroad’s common carrier service
obligation, but the obligation is not extinguished until abandonment authority or an exemption is granted.” In this
case, abandonment authority has not been granted, nor has the Board authorized the discontinuance of service over
the Line. Furthermore, the embargo that had been previous issued by SCCR, the previous owner, had expired six
months before GCEDC acquired the Line.
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obligation was subsequently acknowledged in the March 31, 1999 Memorandum regarding the
“Railroad Right-of-Way Acquisition.” See Attachment 20, V.S. Groome. As Seals carefully
explained in that memorandum, “the purchaser would assume all railroad common carrier
shipping obligations, along with the estimated $300,000 of expenditures to repair the G&N
bridges.” (/d. at p. 2). As he further explained (id. at 3), “[i]n addition to the acquisition cost,
County Council would have to appropriate funds to assume railroad carrier shipping obligations
for both segments plus the estimated $300,000 of expenditures to repair the G&N bridges.” He
also explained that “required miscellaneous track upgrades” would range between $100,000 and
$150,000. /d. Despite the projected expenses, GCEDC decided to acquire the Line from
Railtex.”

Following the purchase, nothing happened that would have created an emergency
situation. Nor was there anything to prevent GCEDC from contracting with an operator to
provide rail service to G&A. Therefore, having preempted the shippers from acquiring the Line
pursuant to an OFA had Railtex finally abandoned the segment between MP 2.1 and MP 11.8,
GCEDC may not claim that any emergency made it unable properly to perform its dutyasa
common carrier.

The evidence conclusively demonstrates that GCEDC was alert to the fact that shippers
on the Line required rail service. See Attachments 7 through 12 to V.S. Groome.

As explained in a memorandum prepared for members of the GCEDC dated March 1,
1999:

Randy Mathena, president of Paper Cutter’s Inc., has recently

indicated the willingness of the companies located above the
Northern Segment to negotiate financing for the upper 9.8 mile

7 As will be explained in detail, infra, the $300,000 figure, which actually refers to the complete replacement of two
bridges (only one of which was located between G&A’s facility and the point of interchange) substantially
overstates the cost of repairs that would have been needed to operate safely over Bridge 1.1.
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portion of the Northern Line. Mr. Mathena expressed his belief
that these companies could arrange for the purchase, repair and
operation of the 9.8 mile portion of the Northern Line without the
County’s assistance. Additionally, Mr. Mathena and the owners of
the other companies along the Northern Line appear willing to
cooperate with any and all efforts designed to bring light rail
service, commercial shipping and/or trail use to the Northern Line.

Memo from Rob Svets to Jay Tothacer, dated March 1, 1999 at p. 3, Attachment 18 to V.S.
Groome. Groome & Assoc., Inc. was identified as one of the interested Northern Line
companies. Id. atn.7.

And as Groome has testified at § 38 of his Verified Statement in this proceeding:

It is uncontroverted that prior to submitting its application to the
Board, members of GCEDC’s Board of Directors had been
repeatedly advised that rail service was essential to G&A and that
the lack of rail service was an economic detriment to its business.
The contacts with the Greenville Council started as far back as
1997 when Randy Mathena, owner of Paper Cutters, created a task
force for the shippers on the line including, but not limited to,
G&A, Scotts Products, and Air Products (Fortune 500 who offered
to cover up the carrier with rail traffic when they were ready).
Other companies offered their financial assistance as well. At one
point in 1997, Mr. Mathena and 1, along with a delegation from the
community, attended a subcommittee meeting chaired by Randy
Blackwell to advise the county of possible cessation of service.
They pledged their assistance from day one. The same evening,
Blackwell asked us to speak to the full Greenville Council to
advise them. We did so. This was followed by additional
meetings at the Greenville Chamber of Commerce with County
Council members present; the South Carolina Railway
Association, a state entity; mayors of all surrounding cities
affected; former professional railway persons such as Al Parr from
Norfolk Southern, Chamber personnel, as well as Pat Haskell
Robinson, then President of the Greenville Chamber of Commerce,
who would later serve as a member of GCEDC, and B.R.
Anderson, owner of The Great Walton Railway and Hartwell
Railroad.
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B. Consistent With Well-Settled Precedent, The Obligation Has Not
Been Extinguished.

The obligation that GCEDC knowingly acquired continues to the present date and has
never been extinguished. Indeed, it will not be extinguished until abandonment authority or an
exemption is granted. See Gibbons v. United States, 660 F.2d 1127, 1234 (7" Cir. 1981).
Nevertheless, despite being forewarned about the obligation, GCEDC failed to take any action,
including filing an embargo, that would temporarily excuse the breach of its duties. This
unexcused failure compels a determination that GCEDC should be liable for the damages that
G&A sustained as a result of not having rail service. As recognized in GS Roofing I, 143 F.3d at
392:
a valid embargo is an appropriate defense to an action for a breach
of the common carrier’s duty. Although a valid embargo excuses
the service obligation, it does not terminate the carrier’s duty.
Gibbons v. United States, 660 F.2d 1227, 1234 (7th Cir. 1981).
To be valid, an embargo must be at all times reasonable. If the
disability that prevented the carrier from performing its duty is
eliminated or if the carrier is financially able to remedy the
disability, the embargo becomes unreasonable and will no longer
be valid. [See Ethan Allen, Inc. v. Maine Cent. R.R. Co., 431
F.Supp. 740, 743 (D.Vt. 1977); L.C.C. v. Baltimore & Annapolis
R.R. Co., 398 F. Supp. 454, 463 (D.Md. 1975).] If an embargo
becomes unreasonable, the carrier is no longer excused from its
duty to provide service and may be liable for damages. See id. at
467.

See also, GS Roofing Products Co. v. STB, 262 F.3d 767, 773 (8th Cir. 2001) (“GS Roofing II);

Decatur County Commissioners v. STB, 308 F.3d 710, 715 (7th Cir. 2002).

Given the uncontestable facts that (i) Railtex informed GCEDC of the obligation at the
outset of their negotiations and (ii) that GCEDC was aware of the financial commitment that
would be required to restore service, GCEDC must be held accountable for its failure to honor its

obligations, especially when it actions prevented the shippers from acquiring the Line in their

own name.
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At a minimum, GCEDC is guilty of negligently failing to seek legal advice concerning
the obligation and the steps that it should have taken to avoid liability. See Complainants’ Ex. F,
Deposition of Dozier Brooks, November 19, 2003, at 12. By failing to do so, GCEDC proceeded
on flawed interpretations of the obligation, including the assumption that because the Line was
not being operated at the time GCEDC acquired it, there was no obligation. /d. at 13-15. Asa
result of GCEDC’s failure to exercise due diligence, it inexcusably misled G&A regarding its
intentions and caused the financial harm that G&A has suffered since GCEDC acquired the Line
in June 1999. See generally, V.S. Groome, 41 46-52.

C. Application Of The Board’s Balancing Test Will Support A

Determination That The Failure To Provide Rail Service Was
Unlawful

Even if it were to be assumed that GCEDC had properly filed an embargo notice, which
it did not, it neglected to take the steps that were necessary to provide rail service to G&A.
Assuming arguendo that it would be appropriate to apply the Board’s balancing approach given
the peculiar facts of this case, the Board would have to consider the following factors: (1) the
cost to repair the railroad; (2) the intent of the railroad; (3) the length of the embargo; (4) the
amount of traffic on the line; and (5) the financial condition of the carrier. See GS Roofing I,
citing Louisiana Railcar, Inc. v. Missouri Pacific R.R. Co., 51.C.C.2d 542, 544 (1989);
Overbrook Farmers Union Coop. Ass 'n--Petition for Declaratory Order, 5 1.C.C.2d 316, 320
(1989).

1. The estimated cost of repairs to the Line that would

allow operations over excepted track would not justify
GCEDC’s refusal to provide service.

As explained in G S. Roofing I, 143 F.3d at 391:

the common carrier obligation imposes a duty upon railroads to
“provide transportation or service on reasonable request.” 49
U.S.C. § 11101(a). This duty reflects the well-established
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principle that railroads “are held to a higher standard of
responsibility than most private enterprises.” General Foods Corp.
v. Baker, 451 F.Supp. 873, 875 (D.Md. 1978). See also Ethan
Allen, Inc. v. Maine Cent. R.R. Co., 431 F.Supp. 740, 742-43
(D.Vt. 1977) (noting that “the quasi-public nature of railroads
entails a higher degree of public responsibility than most private
enterprises.” Thus, a railroad may not refuse to provide services
merely because to do so would be inconvenient or unprofitable.
See General Foods, 451 F.Supp. at 875; Ethan Allen, 431 F.Supp.
at 743. In addition, a railroad may not unilaterally abandon a line
at its own election; it must instead apply for and receive
permission from the proper administrative agency. See General
Foods, 451 F.Supp. at 875-76.

There is no evidence to show that the minimal cost to restore service to G&A over 2.25
miles of excepted track was ever taken into consideration. Although GCEDC has in the past
attempted to defend its failure to provide service by claiming that it would require several
million dollars to rehabilitate the Line to Class I standards or higher, the Board must reject that
approach on the grounds that it is not a proper standard for assessing the cost of resuming
service. As recognized in GS Roofing I, when a line had at all times been designated and
operated as excepted track, the “proper standard for assessing the cost of repair should focus on
the cost of resuming services at pre-embargo levels.” GS Roofing I, 143 F.3d at 393.

The Court’s reasoning, which applies in this case, is as follows:

At the very heart of the common carrier obligation is the
belief that railroads are in a position of unique public trust. They
are therefore held to higher standards of responsibility than other
private enterprises. See General Foods, 451 F. Supp. at 875;
Ethan Allen, 431 F. Supp. at 742-43. The common carrier
obligation reflects a strong public policy that carriers should not
unilaterally cease operations absent exigent circumstances. The
Board’s decision allows a carrier that operates at an excepted level
to cease operations unilaterally simply because upgrading its line
to Class I standards would be impractical and unaffordable. This
notion is inconsistent with the policies underlying the common
carrier obligation. Moreover, the Board’s present position is in
direct conflict with its holding in Louisiana Railcar, in which it
stated that “{r} ehabilitation to Class I standards was clearly not
necessary to return the line to service. The line was satisfactorily
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operated at excepted track levels prior to the embargo.” 51
I.C.C.2d at 544.

This reasoning plainly applies to the bridge that was identified by SCCR as Bridge 1.1.
In attempting to shift the cost of repairs to the shippers, SCCR maintained that it would be
necessary to demolish Bridge 1.1 and replace it with a new bridge at an estimated cost of
approximately $137,024.61.% The need to replace that bridge at that time is open to serious
question. In August 2000, two and a half years later, GWR was asked to provide GCEDC with
an estimated cost of opening the entire line. GWR, which is an experienced operator, concluded
that it could resume operations without replacing the bridge. As explained in an August 9, 2000
letter to Gerald Seals, the estimated cost of “repairing” Bridge 1.1 (described in that letter as the
“Highway 253 bridge”) along with four other bridges was only $199,982.90. See Attachment 24
to V.S. Groome. That estimate included the estimated cost of repairing several other bridges that
would not be needed to provide service to G&A. The estimated cost in August 2000 of repairing
Bridge 1.1 was less than $77,000. See V.S. Anderson at q10.

There is one other factor that supports GWR’s conclusion that it would not have been
necessary to build a new bridge rather than repair Bridge 1.1. Although SCCR supposedly
condemned Bridge 1.1 and took it out of service on December 4, 1997 because it allegedly was
unsafe, SCCR continued rail service over that bridge for two months after it embargoed the
Line. This suggests that the shippers on the Line were deliberately misled regarding the alleged
inability to conduct safe operations over this bridge. More importantly, it also casts doubts on
the need to replace the bridge with an expensive new bridge. As B. R. Anderson has observed, if
a bridge is so unsafe that it must be condemned, continued operations after an embargo is placed

creates a substantial risk of liability. Plainly, if an accident occurs that causes personal injury or

¥ See Complainants’ Ex. G, GCEDC 0080, Bridge Replacement Bid Form.
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death to an employee while operating over a condemned bridge, the owner would be hard
pressed to avoid liability on the grounds of gross negligence. V.S. Anderson at 8.

In summary, GCEDC focused on the capital costs associated with the construction of a
new bridge at MP 1.01 (new SCCR MP designation) and the rehabilitation of the entire line,
rather than the lesser expense of repairing the existing bridge and repairs to the portion of the
Line needed to provide rail service to G&A over excepted track. Had GCEDC exercised due
diligence prior to purchasing the Line, it would have realized that it would have been possible to
resume service at safe levels without a substantial expenditure of time or money and could have
arranged for the needed appropriation at the time it acquired the Line. Because it failed to do so,
GCEDC unlawfully violated its duty to restore service.

2. GCEDC Never Demonstrated A Verifiable Intent To
Provide Needed Rail Service.

The second factor to be considered under the balancing test is “intent.” In this case, it is
respectfully submitted that “inaction speaks louder than words.” Even though Groome
repeatedly “expressed his desire that rail service be re-commenced on the Line and stated that
lack of rail service on the Line was an economic detriment to his business,” GCEDC never
restored service to G&A.

Nor did GCEDC seek to abandon the Line, which would have allowed the shippers to
acquire all or a portion of the Line with an OFA. Instead, GCEDC allowed the Line to remain in
limbo after it acquired it and took no affirmative steps to restore rail service.

In its Verified Notice of Exemption, docketed as F.D. No. 33752, Greenville County
Economic Development Corporation--Acquisition Exemption--South Carolina Central Railroad

Company, Inc., Carolina Piedmont Division, filed May 21, 1999 (Complainants’ Ex. E),

® See GCEDC’s Answer to Interrogatory 2.
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GCEDC suggested that the Line was being acquired “to preserve the corridor for rail freight
operations” and that it “plans to continue rail freight operations on the line through service
provided by third party operators.” Given the subsequent course of events, this suggestion was
less than candid, if not deliberately misleading. As various members of the GCEDC Board have
admitted, the preservation of the right-of-way was the driving force, not the resumption of freight
operations to G&A and others. See, e.g., Complainants’ Ex. I, Deposition of Scott Case, October
28,2003 at 13-15, 22, 27-28; Complainants’ Ex. J, Deposition of Joe Dill, November 19, 2003,
at 18; Complainants’ Ex. F, Deposition of Dozier Brooks, November 19, 2003, at 7;
Complainants’ Ex. K, Deposition of Patricia Haskell-Robinson, October 28, 2003, at 5.

The Board’s attention is invited to GCEDC’s September 20, 2000 Minutes which state
that “GCEDC President Gerald Seals addressed the group and commented that the Board’s
general policy is to preserve the railroad for future light rail use and that this line can be activated
at some point.” Complainants’ Ex. L, GCEDC Board Meeting Minutes, September 20, 2000, at
GCEDC 0044.

While GCEDC’s “Rail Corridor Preservation Policy” speaks in generalized terms about
the “[p]reservation of railroad corridors for future freight and passenger transportation,” it does
not contain any commitment to the restoration of rail service. See Complainants’ Exhibit M,
GCEDC Board Meeting Minutes, July 21, 1999, at GCEDC 0062-0066. Instead, it vaguely
states that “[a]t such time as the rail corridor may be returned to active transportation use, any
existing encroachments interfering with the intended use of the rail corridor shall be removed,
relocated, or adjusted.” Id. at 0063. As Scott Case succinctly explained during the course of his
deposition:

the whole goal was to preserve the rights-of-way, okay. So when
you - when you talk about operating, I don’t think anyone ever
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anticipated, contemplated that the County would be in the business
of operating a rail line, okay. I think the County anticipated it was
giving a grant. And I’'m speaking on behalf of my colleagues who
supported it. I think they anticipated that they were basically
taking an action to preserve those railway right-of-ways and that
not to do so would be imprudent, okay. So its tough for me to
make a valued judgment on, did they do enough research about
operating a railroad? I-Idon’t think that was on their radar.

Complainants’ Ex. I, Deposition of Scott Case, October 28, 2003, at p. 27-8. See also,
Complainants’ Ex. N, Deposition of Peter M. Strub, October 28, 2003, at 22, 32, 62. Plainly, the
goal was to preserve the rights-of-way -- not to provide rail service. As a result, the operating
issue was not a high priority.

The lack of any real intent to provide freight service is reflected by the fact that other
than a brief memorandum dated March 31, 1999, no business or operational feasibility plan was
ever developed and considered by the Board’s members. When asked whether he knew “if there
ever existed any kind of business plan, written business plan, for the actual operation of the rail
line,” Scott Case responded “I’m not aware of a business plan.” See Complainants’ Ex. I,
Deposition of Scott Case, October 28, 2003, at p. 22.

The absence of a business plan is particularly significant because none of the Board
members had any experience in operating a railroad. See Complainants’ Ex. K, Deposition of
Patricia Haskell-Robinson, October 28, 2003, at p. 6-7. Furthermore, even though its members
lacked any experience, GCEDC did not hire a consultant to provide guidance to them, either
before or after acquiring the Line. /d. at p. 7. This is in marked contrast to the actions taken by
the shippers who consulted with experienced operators in preparation for their submission of an
OFA following the abandonment of the Line. See Attachments 8,10, 11 to V.S. Groome.

In addition, as was confirmed by Dozier Brooks, no funding was ever provided for the

operation of the rail. Furthermore, when questioned about the funding of operations, Brooks
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had no recollection of any discussion of how the operations would be funded. See
Complainants’ Ex. F, Deposition of Dozier Brooks, November 19, 2003, at p. 9. As Brooks also
testified, he advised Groome that because the Line was out of operation at the time it was
purchased, it was his understanding that there was no common carrier obligation attached to the
Line because it was not being operated. Id. at 13-15.

When asked whether the Board “had any information about the cost to run the line, not
Just to purchase,” Joe Dill responded that he didn’t remember looking at what is would cost to
operate the Line. Complainants’ Ex. J, Deposition of Joe Dill, November 19, 2003, at p. 18. The
same is true of Patricia Haskell-Robinson who admitted that she had no recollection of an
examination of how the Line was going to be funded. Complainants’ Ex. K, Deposition of
Patricia Haskell-Robinson, October 28, 2003, at pp. 11-12.

Nor had the Board looked at any information about any third party’s ability to operate the
Line when it acquired the Line. Id. at 18-19. In addition, even when GCEDC received grant
money, none of those funds were used to repair the track. See Complainants’ Ex. N, Deposition
of Peter M. Strub, March 5, 2004, at p. 35.

Further insight into intent is gleaned from Strub’s testimony. By way of background,
Strub, under Rule 30(b)(6) of the South Carolina Rules of Civil Procedure, was designated by
GCEDC as the person most knowledgeable concerning embargoes. In response to the question
of “for what reasons in general may a rail line be embargoed,” Strub responded that it was a
matter of “the cost of operating the rail line versus the cost of maintaining the line in comparison
to the revenue that is being generated by the line. ... That’s all I’'m aware of.” Id. at p. 7. That
understanding of the common carrier obligation runs counter to the well-established principle

that “a railroad may not refuse to provide services merely because to do so would be
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inconvenient or unprofitable.” GS Roofing I, 143 F.3d at 391, citing General Foods, 451 F.
Supp. at 875; Ethan Allen, 431 F. Supp. at 743. In short, the intent underlying the refusal to
provide service was based on a fundamental misconception and misunderstanding of the duty to
“provide [ ] transportation or service on reasonable request.” 49 U.S.C. § 11101(a).

3. The Failure To Restore Service Was Unreasonable.

The third factor to be considered under the balancing test is the length of the embargo.
Because no embargo was placed on the Line by GCEDC, and because GCEDC has never
disclosed any intent to abandon the Line, this factor must be resolved in favor of Complainants.
Although GCEDC in 2003 declared its desire to seek authority to “discontinue” service, that
declaration, which occurred four years after GCEDC acquired the Line and only after GCEDC
filed a suit in a state court, is not sufficient to absolve GCEDC of liability for the damages it
caused G&A by not making its intent known at an earlier date. That GCEDC finally came clean
cannot excuse its unlawful failure to honor its common carrier obligation.

The unreasonable nature of the refusal to restore service is exacerbated by the fact that
the shippers on the Line, before the Line was purchased, acquainted the Board members with the
need for rail service as well as their intent to purchase, repair and operate the Line “without the
County’s assistance.” Memo from Rob Svets to Jay Tothacer, dated March 1,1999 at p. 3,
Attachment 18 to V.S. Groome; V.S. Mathena and attachments thereto. Nevertheless, without
adequate planning, without proper funding and without any knowledge of the rail industry,
GCEDC acquired the Line and preempted the shippers from taking advantage of this Board’s

OFA procedures in order to purchase the Line for its NLV following its abandonment.'°

' The shipper’s intent and preparations are reflected in a series of letters written by Randy Mathena, who acted as
the spokesperson for the shipper coalition. See Attachments 7 through 12 to V.S. Groome.
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4. The Amount Of Traffic That Would Have Been
Transported Via G&A’s Facility Would Have Justified
The Service.

G&A’s facility is located only 2.25 miles from the interchange point with CSX. As a
result, the funds necessary to sustain the rail operations would not be as high as if it were located
at the end of the Line. As the record demonstrates, G&A received, on average, at least one car
per day. Furthermore, had service been restored to the G&A facility, additional cars would have
moved to Paper Cutter via G&A’s facility, a proposal that was offered to Seals. In addition,
GCEDC could have serviced Duke Power, which is located just south of the G&A facility, by
restoring service over excepted track to the G&A facility. See Complainants’ Ex. O, Letter dated
March 22, 2001 to Lee Groome from C. J. Petty, Jr., Manager-Engineering/Tech Support, Duke
Electric Transmission. The loss of rail service required Duke Electric to incur an additional
$100,000 of freight charges to transport a transformer from its facility, which is located at MP
1.8, just south of G&A’s facility.

The Board should also note that these shippers were at the time ready, willing and able to
advance funds to GCEDC that could have been used for repairs that would have allowed the
restoration of rail service. See V.S. Groome at § 52. As Groome has testified, “During a
meeting with Gerald Seals, who was then the head of GCEDC, and Ms. Haskell-Robinson, Seals
assured me and Randy Mathena that GCEDC had $500,000 in the bank. He also confirmed that
others, such as Duke Power Co. and Bell South, had offered additional assistance. I personally
offered $30,000 on the spot.” See also, Complainants’ Ex. F, Deposition of Dozier Brooks,
November 19, 2003, at p. 10, “Mr. Groome and one other fellow that had a business on the rail
came in and talked with us and indicated they would help us in the funding to help get this rail
going.” As he further stated, the offer of funding was to help pay for the purchase of the line “or

operation.” Id.
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5. The Financial Condition Of The Carrier.

There is no credible evidence that GCEDC could not have prevailed upon the Greenville
County Council, by who it was formed and with which it was closely intertwined with
interlocking directorates, to appropriate the minor sum that would have been required to restore
service as far as MP 2.25. In the first place, the June 1, 1999 Resolution of the Greenville
County Council that created GCEDC and authorized it to acquire and operate the transportation
facilities and services involved herein linked the Council with GCEDC through funding. And
during his deposition, Gerald Seals admitted that he told Groome during the course of a meeting
that “the county had the money to do the repairs to meet the minimum viability requirements, but
that there was a process that ... the council had to go through in order for that money to be
released for that purpose.” Complainants’ Ex. P, Deposition of Geral Seals, December 22,2003,
at75. Seals further testified that “yes, the county had the money in an absolute sense, but it had
to be budgeted for that specific purpose. And that my intentions were to proceed with putting it
in the budget for that purpose so that the bridges would be repaired.” Id. at 76. That was never
done. Had the minimum viability requirements been met and rail service been resumed over
excepted track, consistent with the reasoning expressed in GS Roofing I, GCEDC would have
satisfied its common carrier obligations. By failing to do so when money was available for that
purpose, the obligation was violated.

I G&A HAS SUFFERED FINANCIAL LOSSES AS A RESULT OF GCEDC’S

UNLAWFUL VIOLATION OF ITS COMMON CARRIER OBLIGATION AND
BY GCEDC’S FAILURE TO ISSUE A VALID EMBARGO.

The Complainants’ right to recover damages arises from 49 U.S.C. § 11704, which reads

as follows:

A rail carrier providing transportation subject to the jurisdiction of
the Board under this part is liable for damages sustained bya
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person as a result of an act or omission of that carrier in violation
of this part.

Plainly, the statutory prerequisites are established in this case. By virtue of its acquisition
of the Line, GCEDC became a common carrier subject to the jurisdiction of the Board. Second,
Groome and G&A have suffered multiple damages as a result of GCEDC’s unlawful failure to
provide service in violation of § 11101(a).

Complainants seek damages for several factors including the cost of alternative
transportation, the costs of mitigation associated with their efforts to prevent further damages
from occurring, and lost profits. The right to recover each of these three categories of damages
from common carriers is well settled. See, e.g., Louisiana Railcar, Inc. v. Missouri Pacific
Railroad Co., supra, 5 1.C.C.2d 542; Louisiana Railcar, Inc. v. Missouri Pacific Railroad Co., 7
L.C.C.2d 30 (1990); GS Roofing Products Company, Inc. v. STB, 262 F.3d 767, 777-79 (8th Cir.
2001) (GS Roofing II) (reversing the Board’s decision for failing to award lost profits); GS
Roofing Products Company, Inc., Beazer West, Inc., D/B/A Gifford Hill & Company, Bean
Lumber Company and Curt Bean Lumber Company v. Arkansas Midland Railroad Company and
Pinsly Railroad Company, STB Docket No. 41230 (May 3, 2000), slip op. at 21 (after
erroneously failing to award lost profits, which led to the reversal of its decision by the Eighth
Circuit, the ICC correctly “award[ed] damages based on the cost differentials for obtaining
alternative transportation and the cost of construction for the interim transloading facility”).

In its second Louisiana Railcar decision, 7 1.C.C. 2d at 34, the Commission reasoned as
follows:

A party suffering loss from a breach of duty must do what a
reasonable man would do to mitigate his loss. United States v.

United States F. & G. Co., 236 U.S. 512, 526 (1915); Brady v.
Baltimore & Ohio R. Co., 152 1.C.C. 327, 332 (1929).
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There are limits to what constitutes reasonable mitigation.
In particular, an injured party need not cease activity where
cessation would unreasonably injure some other interest of the
injured party. Simpson, Contracts (2d ed. 1965), § 199.* In
Restatement (Second) of Contracts § 350 comment (g) (1979), the
limits to the duty to mitigate are discussed as follows:

In some situations, it is reasonable for the injured party
to rely on performance by the other party even after
breach. This may be true, for example, if the breach is
accompanied by assurances that performance will be
forthcoming. In such a situation the injured party is
not expected to arrange a substitute transaction
although he may be expected to take some steps to
avoid loss due to a delay in performance. Nor is it
reasonable to expect him to take steps to avoid loss if
those steps may cause other serious loss. He need not,
for example, make other risky contracts, incur
unreasonable expense or inconvenience or disrupt his
business.

Corbin goes even further by asserting that a plaintiff has no
duty at all to mitigate damages as long as defendant has not
“definitely repudiated the contract and continues to assure the
plaintiff that performance will take place.” Corbin on Contracts, §
1039.

(* footnote omitted).

When the foregoing principles are applied herein, it must be concluded that Groome,
following GCEDC’s purchase of the Line, did not act unreasonably when he did not sell his
building and move to another location, but instead waited for GCEDC to restore service. In the
first place, he was aware that GCEDC had acquired the Line with knowledge that G&A and the
other shippers needed rail service and that the shippers intended to acquire the Line pursuant to
the Board’s OFA procedures in order to resume rail operations. As a result, Groome believed

that rail service would be restored and had no reason to suspect that GCEDC would not restore

service after it preempted the shippers from acquiring the Line by striking its own deal rather
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than allow the shippers to fashion a private sector solution that would have avoided the need for
public funding,

Second, after it acquired the Line, GCEDC did not file an embargo. As a result, GCEDC
never complied with the governing procedures for a temporary cessation of service.

Third, after it acquired the Line, GCEDC did not file for abandonment. In light of his
understanding of the law, namely that “the proper response to an unprofitable line is to obtain
abandonment authority, not unilaterally to withdraw service,”!! Groome acted reasonably when
he assumed that the failure to seek abandonment conveyed the message that the Line would be
reopened by GCEDC.

Fourth, GCEDC waited four years before it decided to seek authority to “discontinue”
service. This, of course, was a misnomer in that no service had ever been offered. In any event,
this was the first “official” indication that rail service would not be provided.

Fifth, there is no evidence that any GCEDC representative ever confirmed with an
unambiguous statement that they never intended to restore service. Instead, Groome was led to
believe that service would be restored. As he has testified (V.S. Groome at 9 53):

GCEDC deliberately misrepresented its position. During a
meeting with Gerald Seals, who was then the head of GCEDC, and
Ms. Haskell-Robinson, Seals assured me and Randy Mathena that
GCEDC had $500,000.00 in the bank. He also confirmed that
others, such as Duke Power Co. and Bell South, had offered
additional assistance. I personally offered $30,000.00 on the spot.
This was done in the presence of Gerald Seals, Pat Haskell-
Robinson and Randy Mathena. This particular meeting was at the
office of Mr. Seals.

As noted above, Gerald Seals, corroborated Groome’s testimony when the admitted that

he told Groome during the course of a meeting that “the county had the money to do the repairs

" Louisiana Railcar, Inc. v. Missouri Pacific R.R. Co, supra, 5 1.C.C.2d at 547, n.10.
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to meet the minimum viability requirements, but that there was a process that ... the council had
to go through in order for that money to be released for that purpose.” Complainants’ Ex. P,
Deposition of Gerald Seals, December 22, 2003, at 75. Seals further testified that “yes, the
county had the money in an absolute sense, but it had to be budgeted for that specific purpose.
And that my intentions were to proceed with putting it in the budget for that purpose so that the
bridges would be repaired.” Id. at 76.
Sixth, as Groome has also explained (V.S. Groome at § 52):

had GCEDC disclosed its intentions and its inability to deal with

the problem, of which it was fully aware when it acquired the line,

I'would have had two viable business options. First, I could have

purchased the line at NLV. Second, I would not have leveraged

myself financially and immediately moved operations. I

personally own the building and was not simply renting. Although

I later tried to sell the building, my efforts were of no avail as loss
of rail had a condemning effect on value.

Unfortunately, because of GCEDC’s interference and subsequent duplicity, Groome and the
other shippers were prevented from acquiring the Line at NLV, which they had intended to do
once Railtex formally filed for abandonment.'? Today, solely because of the inability to receive
rail service at its Greenville facility, G&A is out of business with substantial debts and no assets.
Given the totality of these factors, Groome had no reason to believe that he had lost rail
service. In the context of the statutory common carrier obligation, which imposes a statutory
duty on a railroad to provide service and to cure emergency situations that render it incapable of
providing service in a timely fashion, Groome acted reasonably when he decided not to sell his
building and move to a different location. Of course, even if he had made such a decision, the

permanent loss of rail service attributed to GCEDC’s failure to restore the Line had a definite

' See V.S. Mathena and Attachments thereto.
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adverse impact on the marketability of the property. As Groome has testified (V.S. Groome at
50):

Prior to the date that I filed suit in South Carolina, GCEDC never
disclosed that it did not intend to resume operations. Instead, I was
led to believe that it would make the needed repairs and resume
rail service. Because I relied on these misrepresentations, I did not
try to sell my facility, but continued to try to hold on while I
waited for rail service to resume. When I decided to place the
facility on the market, the fact that rail service had ceased also
hampered my ability to find a buyer.

Most importantly, Groome acted reasonably when he attempted to mitigate his damages
by attempting to use a combination of rail and truck shipments. This entailed receiving the
railcars at a third-party’s warehouse, having that party work the rolls of paper crossdock and
reloading them on a truck for delivery to G&A. This arrangement was not satisfactory as it not
only increased costs, but it created additional problems. The shortcoming are described in
Groome’s Verified Statement as follows (V.S. Groome at § 14):

In the first place, a single rail car transports the equivalent of up to
four to four and a half truck trailers. Second, we could unload a
rail car with the equivalent of four trucks of product about as
quickly as we could unload a single truck. This is because you
have to move far more slowly through an opening that is between
80 and 100 inches wide and between 100 inches and 108 inches
high than an opening that has a span of 12 to 15 feet across and 12
feet high. Third, because an empty rail car weighs over 180,000
pounds, as compared with a trailer which may weigh between
10,000 and 12,000 pounds, a rail car can withstand far more
punishment than a trailer. As a result, while our material handling
equipment could quickly move into a railcar and remove a jumbo
roll of paper that might weigh as much as 15,000 pounds, the same
was not true when we unloaded a trailer. Fourth, when it lost
direct rail service, Groome also lost business because we could no
longer receive parent rolls (jumbo rolls) directly from the mill.
These rolls are too large to go into trailers even if they could be
cross-docked. We tried a few; however, because of safety
considerations, it was difficult, at best, to get a flatbed to transport
these huge rolls of paper. Fifth, not only would a Jjumbo roll not fit
in a trailer, but the floors of the trailers could not withstand the
combined weight of the equipment and the roll of paper. Sixth,
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when we alone were handling the paper during the unloading
process, there was far less damage to the paper rolls than we later
experienced when we had to rely on third-parties to unload the rail
cars at their facilities as part of the cross-dock operation required
to transload the rolls into trailers for delivery to G&A’s facility at
131 Pinsley Circle. Simply put, our employees both knew and
cared about what we and they were doing. Seventh, another
problem with having to transload is illustrated by a loss in excess
of $100,000.00 on one deal alone that occurred in early 1998.* The
warehouse never notified us that the material had arrived without
coating. My vendor would not accept the claim because it had
been unloaded and the mill labels stripped leaving us no recourse.
Had the load been delivered directly to the G&A facility by rail,
this mistake would have been spotted immediately and the loss
avoided.

(*As an aside, G&A is not seeking damages from GCEDC for the
loss that occurred in 1998, which was prior to the date that
GCEDC acquired the Line.)

As Groome has also explained (V.S. Groome at  15):

Attachment 31 hereto, which was prepared under my supervision,
is based on G&A’s books and records and reflects the additional
freight and warehousing costs that were incurred as a result of
trying to establish the cross docking or transloading process. The
total of such charges is $457,271.98. Of that amount, $285,243
was incurred following GCEDC’s purchase of the Line in June
1999. Again, while the transloading operation managed
temporarily to keep G&A afloat, I viewed it as a stopgap measure
until the Line could be repaired, which I viewed as a distinct
possibility once GCEDC acquired the Line.

It is respectfully submitted that the $285,243 that was spent in an attempt to mitigate
damages is recoverable under the Board’s decision in the GS Roofing case. Moreover, as the
ICC recognized in Louisiana Railcar, supra, 7 1.C.C. 2d at 35, “[t]he longstanding general rule
in contract law is that the burden of proof is on the defaulting party to show that the plaintiff did
not mitigate damages.”

The measure of damages that have been incurred by G&A since GCEDC acquired the

Line in June, 1999, is reflected the adjusted analysis of losses incurred by G&A prepared by the
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firm of Thombley & Simmons, P.C, Certified Public Accountants. By letter dated December 8,
2003, Thombley & Simmons forwarded its analysis of the losses incurred by G&A and Groome
for the period of December 31, 1997 and July 31, 2003. The losses totaled $3,538,002. That
figure reflected the impact of the loss of rail service since early 1998.

Because the analysis included the period prior to GCEDC’s purchase, it is necessary to
adjust the figures (i) to eliminate the period between January 1, 1997 through June 1, 1999, and
(ii) to expand the study from November 30, 2003 to November 30, 2004 to reflect the additional
losses that have been incurred since July 31, 2003. When that is done, the losses incurred as a
result of GCEDC’s refusal to provide rail service through the end of November 2004 is
$3,207,167. The adjustments are reflected at Complainants’ Exhibit Q, Complainants’ Losses
Incurred. The adjustments include the reduction of the additional freight and warehouse charges.

CONCLUSION

For all of the above-stated reasons, the Board should hold that (i) GCEDC violated its
statutory common-carrier obligations; (ii) GCEDC is liable for damages suffered by G& A from
June 4, 1999 through the present date; (iii) GCEDC should be required to pay Complainants’
attorney fees; and (iv) GCEDC should be required to forfeit its ownership of the Line in favor of
G&A.

Respectfully submitted,

2 N

Richard H. Streeter

John Will Ongman

BARNES & THORNBURG LLP
Attorneys for Complainants

Lee K. Groome and

Groome & Associates, Inc.

Dated: December 21, 2004

-33.




CERTIFICATE OF SERVICE

This is to certify that on December 2%, 2004, the foregoing Memorandum In Support of
Complaint was hand delivered to the following:

William A. Mullins

David C. Reeves

Baker & Miller PLLC

2401 Pennsylvania Avenue, N.W.
Suite 300

Washington, D.C. 20037

\ W R

Richard H. Streeter






BEFORE THE
SURFACE TRANSPORTATION BOARD

STB Docket No. 42087

GROOME & ASSOCIATES, INC., AND LEE K. GROOME
V.
GREENVILLE COUNTY ECONOMIC DEVELOPMENT CORPORATION

VERIFIED STATEMENT OF LEE K. GROOME

1. My name is Lee K. Groome. I am the President, founder and majority shareholder of
Groome & Associates, Inc. (“G&A”). Due to the refusal of the Greenville County Economic
Development Corporation (“GCEDC”) to honor its common carrier obligation by providing rail
service to G&A, G&A was forced to discontinue operations on July 31, 2003. Although I have
not chosen to seek the protection of the bankruptcy laws for it, G&A has a current negative net
worth of $388,157. In addition, I currently face confessed judgments and potential judgments in
excess of $350,000. In marked contrast, prior to the cessation of rail service, G&A was a
profitable operation over a period of years. See Attachment 28. The difference in value is
attributed solely to the loss of rail service due to GCEDC’s refusal to provide rail service.

2. Icurrently reside at 351 Foothills Road, Greenville, S.C. 29617. I have personal
knowledge of the facts that are set forth hereinafter and am duly authorized to present this
Verified Statement on behalf of G&A. Because I have spent most of my life working in the
paper industry, I have acquired a considerable amount of knowledge about the industry as a
whole and of the niche market in which G&A existed.

3. Ibegan working part-time in a paper mill owned by Caraustar Industries at age 16. 1

worked five days weekly and on Saturdays, averaging 28 hours weekly during the school years.




During summers, I worked 48 to 72 hours weekly, seven days when possible. Istarted as a
mechanics apprentice and assisted in rebuilding machinery for the production of paper. Ibecame
a mechanic and often was the responsible person on the second shift for “light duty” repairs. I
also acted as an “oiler” for operational machinery. These duties required knowledge of oil and
coal fired boilers which provided energy for the paper mill. At some point in time, I was
transferred to the paper laboratory where I worked seven days weekly, rotating shifts from first
to third. I was solely responsible for paper quality, which required me to conduct multiple
analyses through my shift. If the paper was out of customer specifications, I advised the Plant
Superintendent of the necessary changes needed. It was my option to accept or reject this paper
as it applied to customers’ usage.

4. 1 was later promoted to assistant for the bookkeeper in the paper mill’s office. I was
trained in the basic double entry journal bookkeeping. I also did monthly cost analysis of the
carpentry, mechanical shop, finished goods inventory, and customer samples. I also kept the
time cards for all hourly laborers (97), procured all purchase orders, prepared site location
drawings when new machinery was installed, and maintained chemical inventories. I literally
kept the corporate minute books and typed the monthly P&Ls for the corporate headquarters in
Atlanta.

5. In 1972, in order to obtain sales experience, I joined Ivan Allen Co., a stationer that sold
printing and other consumables. After spending several years with Greenville Office Supply
Company, McBride’s Office Supply Company, running my own landscaping company and
working for The Furniture Stripping Workshop, I joined Pitney Bowes in sales. They offered
extensive sales training which enabled me to become their “Rookie Of The Year.” I was with

them for several years. Pitney Bowes specializes in postage meters, decelerators, copiers -- in




short, they are a Fortune 500 company, vertically integrated manufacturing their own equipment,
marketing and leasing said products. They offer about 100 different types of machinery. After
that I worked for Henley Paper Company.

6. In 1983, I started a company by the name of Ship Rite, which was in the business of
manufacturing light-weight shipping pallets made of disposable paper that I hoped to patent. I
was convinced bar coding and preprint papers would become the new rage of inventory controls
(bar scanning for sales, etc.). PALLITE® became a registered name. I built the pilot line of
machines to produce said product. This pallet could carry a dynamic load in excess of 3 tons
(6,000 1bs.), with a static capacity (for stacking) of 12 tons. We palletized sugar, milk, computer
parts, etc. on conventional automated machinery. Idesigned each PALLITE® to customer
specifications.

7. In 1984, I joined Owen Brothers, which is now known as Southeastern Paperboard. This
company sold linerboard and medium, solid bleach sulfate paperboard, and clay coated craft
back, which is now known as clay coated SUS paperboard. Although I assisted Southeastern
Paper to reduce warehouse space, made it more efficient, and helped it some with machinery
situations, my primary duty involved sales. Ibecame sales manager within one year and grew
this company from 8 million dollars to 24 million in just under 3 years. Iwas also the liaison
between the Greenville converting facility and the Atlanta Corporate Offices.

8. In 1986, I went to work for Papermasters, Inc. Papermasters was a dealer primarily in
baled waste paper, which is the byproduct from the folding carton manufacturing process.
During the time I was with Papermasters, I learned the grades of paper. This knowledge was

cumulative of the knowledge I had previously acquired. Iresigned to form G&A.




9. 1 founded G&A in 1988. The business began in my residence in Roswell, Georgia.
Within three months I leased office space in Roswell, and subsequently moved the corporate
office to Greenville, South Carolina.

10. I started G&A’s warehousing and converting operation in Birmingham, Alabama, where
I also maintained an office. During this period of time, I used an outside agent to perform the
“converting process,” which is the process by which a large roll of paper is trimmed down to the
size that is required. For example, a roll of paper may be 100 inches wide, with a diameter of 72
inches, and may weight 12,000 to 15,000 pounds. In order to meet a customer’s specifications,
the roll is placed on a converting machine, otherwise known as a “slitter/rewinder.” If G&A’s
customer required a 33-inch wide material, the large roll would be cut into three 33-inch rolls,
with one inch of paper being trimmed from the master roll.

11. Although I hired an agent to perform the converting at his facility, I owned the rewinder
that was used to perform the process. Ipaid him a toll of $X per ton and also gave him the waste
paper that resulted from the operations.

12. In 1992, I purchased the facility at 131 Pinsley Circle in Greenville, South Carolina
29617. A primary reason for choosing this particular building was its location on a line of
railroad, with tracks running right to the building’s four rail loading bays.

13. In 1992, the line was operated by the Greenville & Northern Railway Company
(“G&N"), which was a wholly owned subsidiary of Pinsly Railroad Company. Most
importantly, G&N interchanged with both CSX Transportation (“CSX”) and Norfolk Southern
Railway (“NS”), both of which served the paper mills from which I purchased the rolls of paper

that G&A would convert. This provided G&A the ability to bring in its freight in the most




efficient manner and at the most competitive prices. Indeed, as later experiences would prove
after rail service stopped, it was impossible to operate profitably using truck service.

14. In the first place, a single rail car transports the equivalent of up to four to four and a half
truck trailers. Second, we could unload a rail car with the equivalent of four trucks of product
about as quickly as we could unload a single truck. This is because you have to move far more
slowly through an opening that is between 80 and 100 inches wide and between 100 inches and
108 inches high than an opening that has a span of 12 to 15 feet across and 12 feet high. Third,
because an empty rail car weighs over 180,000 pounds, as compared with a trailer which may
weigh between 10,000 and 12,000 pounds, a rail car can withstand far more punishment than a
trailer. As a result, while our material handling equipment could quickly move into a railcar and
remove a jumbo roll of paper that might weigh as much as 15,000 pounds, the same was not true
when we unloaded a trailer. Fourth, when it lost direct rail service, Groome also lost business
because we could no longer receive parent rolls (jumbo rolls) directly from the mill. These rolls
are too large to go into trailers even if they could be cross-docked. We tried a few; however,
because of safety considerations, it was difficult, at best, to get a flatbed to transport these huge
rolls of paper. Fifth, not only would a jumbo roll not fit in a trailer, but the floors of the trailers
could not withstand the combined weight of the equipment and the roll of paper. Sixth, when we
alone were handling the paper during the unloading process, there was far less damage to the
paper rolls than we later experienced when we had to rely on third-parties to unload the rail cars
at their facilities as part of the cross-dock operation required to transload the rolls into trailers for
delivery to G&A'’s facility at 131 Pinsley Circle. Simply put, our employees both knew and

cared about what we and they were doing. Seventh, another problem with having to transload is

illustrated by a loss in excess of $100,000.00 on one deal alone that occurred in early 1998. The




warehouse never notified us that the material had arrived without coating. My vendor would not
accept the claim because it had been unloaded and the mill labels stripped leaving us no
recourse. Had the load been delivered directly to the G&A facility by rail, this mistake would
have been spotted immediately and the loss avoided.

15. Attachment 25, which was prepared under my supervision, is based on G&A’s books and
records and reflects the additional freight and warehousing costs that were incurred as a result of
trying to establish the cross docking or transloading process. The total of such charges is
$457,271.98. Of that amount, $285,243 was incurred following GCEDC’s purchase of the Line
in June 1999. Again, while the transloading operation managed temporarily to keep G&A afloat,
I viewed it as a stopgap measure until the Line could be repaired, which I viewed as a distinct
possibility once GCEDC acquired the Line.

16. From its inception, G&A was involved in the brokerage and slitting of paper. I
purchased rolls of paper directly from the papermills that manufactured the paper. To be precise,
the commodity that I purchased that was delivered by rail to G&A consisted of bleached sulphate
paper, coated on one or both sides, made of virgin fiber. G&A slit the rolls into various sizes for
ultimate use in the food and pharmaceutical industries as wrapping or printing paper, both of
which are regulated paper or paper products. It is my understanding that the particular products
are classified as STCC 26213 and 26214,

17. G&A did not receive any scrap or waste paper. However, its manufacturing process,
which consisted of trimming the rolls of virgin fibre paper, resulted in the creation of scrap paper
as a by-product. The scrap paper was collected and baled. When a sufficient number of bales of

scrap paper, classified as STCC 40241, were accumulated, they were shipped outbound to

companies such as Kimberly-Clark, which used the waste to produce toilet tissue and facial




tissue. This recycling was possible because the rolls of paper that were purchased by G&A were
made directly from trees, had a neutral pH (i.e., no acidity), and are excellent for hygienic use of
said products.

18. After I purchased the facility at 131 Pinsley Circle in 1992, I hired my brother Alan
Groome, who is a master mechanic. Shortly thereafter, we moved the rewinder from
Birmingham and installed it at the new facility. In addition, we purchased, built or rebuilt the
necessary slitting and rewinding machines to produce paper in roll form from 2” to 120". By
1997, we were operating 3 different slitter/rewinders: a 124-inch slitter/rewinder; an 84-inch
slitter/rewinder; and a 42-inch slitter/rewinder. With our 72-inch sheeter, we also had capacity to
sheet paper. “Sheeting” is the process of taking master rolls and cutting them to a length and
width appropriate for the customers’ uses and sizes, then automatically stacking them on a
wooden pallet with a wooden top cap. The palletized load is steel banded for security in transit
and poly-wrapped for cleanliness. We also had a 33-inch laminator, so that we could laminate
specialty grades of paper together, such as foil lamination. For example, we could take two
substraights of paper and glue them together or we could put foil on top of a piece of paperboard
to make a nice box for a department store such as Dillards.

19. The business steadily grew from the inception, which allowed me to expand production.
It was imperative to have a facility with a rail siding. Indeed, the growth and expansion of the
business could not have occurred without rail service. The two most important factors in G&A’s
business were cost of the rolls of paper and freight. There were, however, several other factors
that contributed to the successful growth of the business. Industry trends favored us quite well.
Water-based flexographic printing began at an unprecedented pace changing the printing process

dramatically. Now nearly all inks are water-based, rather than oil-based, and computers mix ink
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from press job-to-job, thereby allowing more latitude than before thought possible. Furthermore,
the industry changed from offset sheet fed presses to web (paper on rolls) fed flexo water-based
inks. Growth in this type of printing continues to grow at historical rates to this very day. We
had truly found a growth opportunity limited only by our ability to perform with a
knowledgeable staff and quality control (our average returns allowances and credits averaged
less than 1% on an annualized basis). We put the proper personnel in place and were off and
running.

20. By 1997 G&A was getting into some specialty items and niche markets, with 125 or
more accounts. Its customers were the manufacturers of the finished folding cartons and
wrappings that were sold to companies such as Bayer Asprin, Bristol-Myers, Krispy Kreme
Doughnuts, Dunkin Donuts, D.D. Bean & Sons (the manufacturer of Hav-A-Tampa matches),
and Breyers Ice Cream to name a few. Because G&A catered to companies that were
manufacturing and selling to companies that were using consumable food grade products, its
market was for all intents and purposes recession resistant. In fact, the solid-bleached product
business is not as subject to economic fluctuations of the market as many other products as the
demand tends not to fluctuate dramatically because it is a specialized grade of paper and people
are always consuming fast food products.

21. On December 1996, the Pinsly Group announced that it would be willing to accept bids
for the purchase or lease of its wholly owned subsidiary, G&N, through the close of business on
January 31, 1997. See Attachmentl. The basic information package that Pinsly attached to its
solicitation for bids included a traffic history report. That report reflects the carloads and
revenues of all of the shippers on the line, including G&A for the years 1994 through 1996.

According to that report, G&A received 276 cars in 1994 that produced $61,200 of revenues;



247 cars in 1995 that produced $55,385 of revenues; and 249 cars in 1996 that produced $56,309
of revenues. In each of the three years, G&N transported over 1,000 cars per annum.

22.1 am aware that two qualified bidders submitted offers to the Pinsley Group. At my
request, Bennie Ray Anderson, President of The Great Walton Railroad Company offered a bid
on behalf of the shippers on the Line. In addition, Railtex submitted a bid for its subsidiary,
South Carolina Central Railroad (“SCCR”). Pinsley chose Railtex. B.R. Anderson, who I had
encouraged to submit a bid, was disappointed as his bid was quite competitive and he also had in
his possession 11 miles of heavy gauge track available immediately to use as necessitated.
Anderson also had personnel in place; and was willing to acquire the locomotives, repair
equipment, dump trucks, backhoe, etc. -- all which were necessary to operate a railway -- that
Pinsly was offering in this sale.

23. On May 1, 1997, the Board authorized SCCR to acquire the line. See STB Finance
Docket No. 33391, South Carolina Central Railroad Inc., Carolina Piedmont Division--
Acquisition Exemption--Greenville & Northern Railway. On December 4, 1997, SCCR placed
an embargo on the line, effective immediately, citing “Damage to bridges.” On December 12,
1997, it filed a Petition for Exemption seeking authority to abandon a portion of the line that it
had acquired from the Pinsly Group. See STB Docket No. AB-312 (Sub-No. 2X), South
Carolina Central Railroad Company, Inc. d/b/a Carolina Piedmont Division--Abandonment
Exemption--In Greenville County, South Carolina.

24. On or about December 10, 1997, G&A was advised that an embargo had been placed on
the line. Despite the embargo, which assertedly became effective at 11:59 p.m. December 4,

1997, G&A continued to receive rail service at its facility until February 9, 1998.



25. On December 11, 1997, Scott Sands, Director of Marketing for SCCR, forwarded a letter
to me in which he indicated that SCCR had decided to update its existing tariff. See Attachment
2. The letter also stated that the company was looking forward to “continued business” from
G&A. Seeid.

26. In a December 29, 1997 letter addressed to Randy Mathena, President, Paper Cutters, Inc.
(a shipper located to the north of G&A), Forrest R. VanSchwartz, General Manager - Carolina
Piedmont & South Carolina Central Railroads, explained “We have been able to provide almost
normal service for your traffic billed prior to the embargo date. To insure (sic) safety over the
bridges, CPDR is using idler cars between each loaded car to minimize weight on the bridges,
switching the idlers in and out of each train - a time consuming and costly process - but
necessary to fulfill our service commitment to you.” See Attachment 3. VanSchwartz then
outlined a proposed surcharge that would be imposed in order to generate additional cash to pay
for the bridge repairs. I believe that this shows that SCCR deliberately misled the shippers on
the line with respect to its inability to operate safely and repudiates the statement in the
December 4, 1997 Embargo Notice that it was necessary to cease operations because of
“Damage to bridges.” Plainly, assuming that the bridges needed repairs, it was possible to
operate safely over them at that time.

27. A further letter was faxed to the shippers on February 25, 1998 in which the statement
was made that “[i]n the event support can not be gained, the GRN line will remain out of service
under the existing embargo.” The shippers on the line agreed to contribute to the repair of the
two rail bridges. In return, they sought commitments that, among other things, SCCR would
operate the line for a minimum of three years and would provide adequate service levels. These

negotiations continued until the Fall of 1998. See Attachment 4. However, even though the
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shippers on the line thereafter offered to fund the repairs if SCCR would agree to provide future
service, their overtures were ignored.

28. In September 1998, Kent Reeves, SCCR’s Acting General Manager, advised the shippers
that Railtex would “soon start the abandonment process for the old Greenville and Northern
Railroad.” See Attachment 5.

29. On October 8, 1998, SCCR filed a new system diagram map with the Surface
Transportation Board and announced that it anticipated abandoning the portion of the line
between MP 2.1 in Greenville and MP 11.8 in Travelers Rest, South Carolina. See Attachment
6.

30. Even prior to the filing of the amended system diagram map, G&A and the other two
shippers on the line, Paper Cutters, Inc. and Air Products and Chemicals, Inc., had begun
working with members of the Greenville County Council (including several members who would
later be placed on the Board of GCEDC) to acquaint those officials with the need for continued
rail service and the damages they were incurring as a result of the loss of rail service. See
Attachments 7 to 12. As reflected by his deposition testimony in a civil action filed in the
Greenville County Court in South Carolina, Peter M. Strub, who was a member of the GCEDC
Board, has admitted that he was made aware of G&A’s need for rail service prior to the date that
GCEDC acquired the line from Railtex. See, October 28, 2003 Deposition Testimony of Peter
M. Strub, at 30 (Attachment 23). He also testified that he was aware that GCEDC had a
common carrier obligation to provide service. Id. at 33.

31. On September 29, 1998, the County Council passed a formal Resolution which

recognized the continuing need for rail service for the shippers on the line, including G&A. See

Attachment 14.




32. On October 20, 1998, the County Council forwarded a letter to former Chairman Linda
Morgan in which it was acknowledged that the “loss of these rail facilities and their adjoining
rights-of-ways would significantly impact current industry along these lines....” See Attachment
15.

33. SCCR’s embargo expired as a matter of law on December 3, 1998. As I have been
informed, the governing rules of the Association of American Railroads state that “Embargoes
will remain in effect until cancelled but, uniess cancelled, will automatically expire one year
after effective date of issuance.” See Revised Circular TD-1, Association of American
Railroads, Effective November 17, 2003. No additional embargo was ever filed after December
3, 1998 by SCCR or GCEDC following its acquisition of the line.

34. On January 29, 1999, Todd N. Cecil, Railtex’s Director-Real Estate, forwarded a letter to
Dozier Brooks, Chairman of the Greenville County Council. Mr. Brooks would subsequently
become GCEDC’s Chairman. In that letter, Railtex offered to sell “all of South Carolina
Central’s assets between downtown Greenville and Travellers Rest (former G&N) for a net cash
consideration of $750,000. These assets would include all land, track and other track materials
currently in place along the right-of-way.” See Attachment 16. The letter also contained the
explicit statement that “the purchaser would assume all railroad common carrier shipping
obligations, along with the estimated $300,000 of expenditures to repair the G&N bridges.” Id.

35. On that same day, a similar letter was forwarded to the shippers on the line. See
Attachment 17.

36. Between January and late May, the shippers’ representatives met with SCCR
representatives to discuss the shippers’ interest in acquiring the line if it were to be abandoned.

In addition, they made their intent to acquire the line known to the Greenville County Council
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members who would later be named to GCEDC and to representatives of the Council. See
Attachment 18. As summarized in a Memo to Jay Tothacer; members of the County Council
Committee on Finance, from Rob Svets, dated March 1, 1999 (obtained through a FOIA request)
Id:

Randy Mathena, president of Paper Cutter’s, Inc., has recently

indicated the willingness of the companies located above the

Northern Segment [identified as Paper Cutter’s, Inc., Air Products,

Inc., Scotts Company, Groome & Assoc., Inc., and Industrial Metal

Processing] to negotiate financing for the upper 9.8 mile portion of

the Northern Line. Mr. Mathena expressed his belief that these

companies could arrange for the purchase, repair and operation of

the 9.8 mile portion of the Northern Line without the County’s

assistance.

37. Subsequently, an Application For State Funded Rail Dollars, dated February 26, 1999,
was forwarded to the South Carolina Department of Transportation in which it was
acknowledged that “[bJusinesses along the sections in danger of abandonment are very interested
in the line’s immediate use for transport of finished goods, as well as the delivery of needed
supplies for production.” See Attachment 19.

38. In a memorandum addressed to members of the Greenville County Council, Council
Memorandum #99-127, dated March 31, 1999, Gerald Seals, who would be appointed to the
GCEDC, outlined the ongoing discussions with Railtex regarding the line. As he therein noted,
“In addition to the acquisition cost, County Council would have to appropriate funds to assume
railroad carrier shipping obligations for both segments plus the estimated $300,000 of
expenditures to repair the G&N bridges. See Attachment 20. Mr. Seals also noted that it would
then cost $100,000 - $150,000 for “Required Miscellaneous Track Upgrades (Lump sum on the
former G&N).” Id.

39. With obvious knowledge of the cost of the needed repairs, instead of allowing the

shippers to acquire the line, on May 21, 1999, GCEDC filed its Verified Notice of Exemption to
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acquire the former G&N line between MP 0.0, in Greenville, and MP 11.8 in Travelers Rest.
This is, of course, the line used to provide rail service to G&A, which is located at or near MP
4.0.

40. Tt is uncontroverted that prior to submitting its application to the Board, members of
GCEDC’s Board of Directors had been repeatedly advised that rail service was essential to G&A
and that the lack of rail service was an economic detriment to its business. The contacts with the
Greenville Council started as far back as 1997 when Randy Mathena, owner of Paper Cutters,
created a task force for the shippers on the line including, but not limited to, G&A, Scotts
Products, and Air Products (Fortune 500 who offered to cover up the carrier with rail traffic
when they were ready). Other companies offered their financial assistance as well. At one point
in 1997, Mr. Mathena and I, along with a delegation from the community, attended a
subcommittee meeting chaired by Randy Blackwell to advise the county of possible cessation of
service. They pledged their assistance from day one. The same evening, Blackwell asked us to
speak to the full Greenville Council to advise them. We did so. This was followed by additional
meetings at the Greenville Chamber of Commerce with County Council members present; the
South Carolina Railway Association, a state entity; mayors of all surrounding cities affected;
former professional railway persons such as Al Parr from Norfolk Southern, Chamber personnel,
as well as Pat Haskell Robinson, then President of the Greenville Chamber of Commerce, who
would later serve as a member of GCEDC, and B.R. Anderson, owner of The Great Walton
Railway and Hartwell Railroad. There were also several such meetings at the Chamber, all prior
to any loss of rail service.

41. Even though none of GCEDC’s Board members had any previous experience with the

operation of a railroad (see Deposition testimony of Patricia Haskell-Robinson, dated October
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28, 2003, at p. 6) (Attachment 21), GCEDC did not hire a consultant with rail experience to
advise the Board. Id. at 7. Nor did it prepare a specific business plan for the line. See
Deposition of Scott Case, dated October 28, 2003, at p. 23 (Attachment 22).

42. On June 3, 1999, GCEDC acquired the line of railroad on which G&A’’s facility is
located. GCEDC did not acquire any operating equipment. Furthermore, although GCEDC was
aware of the need to appropriate funds to cover the cost of repairs, the only funds that were
appropriated were the funds used to pay for the track that was acquired from Railtex. In
addition, no funding was provided for the operation of the line. See Deposition of Dozier
Brooks, dated November 19, 2003, at p. 9 (Attachment 23). There is no evidence that GCEDC
ever prepared an operational plan for the former G&N line on which G&A is located which took
into consideration the question of how the line would be operated in the absence of funds to
perform the needed repairs.

43. After it acquired the line, and despite my repeated attempts to have rail service restored to
G&A, GCEDC never provided rail service over any portion of the 11.8 miles of track between
Greenville and Travelers Rest. In particular, it made no attempt to provide rail service between
the point of interchange with Norfolk Southern and the G&A facilities, a distance of less than 3
miles.

44, After it acquired the line, and despite my repeated attempts to have rail service restored to
G&A, GCEDC never repaired or rehabilitated the track so as to be able to honor its common
carrier obligation to provide rail service over any portion of the 11.8 miles of track between
Greenville and Travelers Rest. In particular, it made no attempt to repair or rehabilitate the track
between the point of interchange with Norfolk Southern and the G&A facilities, a distance of

less than 3 miles.
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45. After it acquired the line, and despite my repeated attempts to have rail service restored to
G&A, GCEDC never hired an operator to provide rail service over any portion of the 11.8 miles
of track between Greenville and Travelers Rest. On August 9, 2000, The Great Walton Railroad
Co., Inc. (“GWR”), after inspecting the line and estimating the cost of its rehabilitation, notified
GCEDC that is was “prepared to place a locomotive in Greenville for service to the Greenville
Northern customers,” which would have included G&A. See Attachment 24. In addition, GWR
advised GCEDC that the cost of all bridge repairs, not just two that had been singled out by
SCCR, would cost less than $200,000. The cost of track work from MP 0.0 to MP 7.0 (or an
additional three miles beyond G&A) was estimated to be $700,390.00. Id. As Mr. Anderson has
explained, these expenditures were not required in order to resume rail operations to G&A. See
Verified Statement of B.R. Anderson (Complainants’ Exhibit C).

46. Although it refused to operate the line, GCEDC did not embargo the line. Nor did it seek
to abandon the line.

47. Until June 30, 2003, GCEDC did not seek authority from the Surface Transportation
Board to “discontinue” rail service. When it did, it falsely represented that (i) “No actual traffic
has moved over the G&N Line since 1993 because one of the bridges washed out and the line is
in extremely poor condition,” and (ii) that “no formal complain has been filed by a user of rail
service on the line.” See STB No. AB 490(Sub-No. 0X), Greenville County Economic
Development Corporation-Verified Notice of Exemption, filed June 30, 2003, at p. 1 (Attachment
26).

48. Both prior to and after the date that GCEDC acquired the line, I personally contacted
each and every member of the GCEDC to establish meetings to discuss the plight of G&A and

formulate a plausible working plan. These contacts have been admitted by GCEDC. See
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Answer No. 2 to GCEDC’s Response to Complainants’ First, Second and Third Sets of
Discovery Requests at p. 3. See also, Attachment 27, Letter addressed to Dozier Brooks,
Chairman, GCEDC from Lee K. Groome. Initially, GCEDC Board Members repeatedly misled
me by insisting that they intended to repair the line and restore rail service, even though GCEDC
had no such intent. After it became apparent that GCEDC was not going to restore rail service,
the Board members would not meet with me.

49.1 also tried to meet with Mr. Scott Case, Vice Chair, Greenville County. He first refused
on several occasions to even speak with me. Case finally agreed to meet me one-on-one. He
stipulated that my counsel could not be present. Isaid “okay.” He then wanted his counsel
present. Isaid “okay.” He called the day we were to meet and stated he had to go to Charlotte,
N.C. for a funeral and would reschedule. Despite repeated calls, he never thereafter met with
me.

50. I was able to set a meeting with the Greenville County Council on July 31, 2001 in Suite
100, County Square at 2:00 p.m. Ihad Mr. Mathena and my son John with me. After we
arrived, we were told by their attorney that there would be no meeting.

51. Prior to the date that I filed suit in South Carolina, GCEDC never disclosed that it did not
intend to resume operations. Instead, I was led to believe that it would make the needed repairs
and resume rail service. Because I relied on these misrepresentations, I did not try to sell my
facility, but continued to try to hold on while I waited for rail service to resume. When I decided
to place the facility on the market, the fact that rail service had ceased also hampered my ability
to find a buyer.

52. Because of the lack of rail service since June 4, 1999, G&A has suffered extensive

financial losses. In order to quantify those losses, I asked the accounting firm of Thombley &
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Simmons, P.C. to prepare a study that would detail the total losses that have been incurred as a
result of the failure to restore rail service to G&A. They concluded that G&A suffered financial
losses caused by the loss of rail service of over $3.5 million. See Attachment 28.

53. By way of summary, had GCEDC disclosed its intentions and its inability to deal with the
problem, of which it was fully aware when it acquired the line, I would have had two viable
business options. First, I could have purchased the line at NLV. Second, I would not have
leveraged myself financially and immediately moved operations. I personally own the building
and was not simply renting. Although I later tried to sell the building, my efforts were of no
avail as loss of rail had a condemning effect on value.

54. Furthermore, GCEDC deliberately misrepresented its position. During a meeting with
Gerald Seals, who was then the head of GCEDC, and Ms. Haskell-Robinson, Seals assured me
and Randy Mathena that GCEDC had $500,000.00 in the bank. He also confirmed that others,
such as Duke Power Co. and Bell South, had offered additional assistance. I personally offered
$30,000.00 on the spot. This was done in the presence of Gerald Seals, Pat Haskell-Robinson
and Randy Mathena. This particular meeting was at the office of Mr. Seals, president of
GCEDC.

FURTHER SAYETH THE AFFIANT NOT.
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VERIFICATION
I, Lee K. Groome, hereby declare under penalty of perjury that the foregoing is true and

correct. Executed on December 21, 2004,

ey/oo.r—n-e \
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i EXHIBIT
Decemnber 1S, 1896
To All Interested Parties:
Pinsly Railroead Company will be acceping bids for the purchase or leass of its
wholly owned subsidiary, Gregnvilie & Northern Rzilway Company, through the
close of business on January 31, 1887 A besic infermation package for the line
is enclosed, which inciudes g description of the fine, map, summary of assets,
traffic history, and customer contact list.
For further informaticn. please coitact David Kruschwitz, Director of Operations,
& . at (413) 568-€426. Teo makes 2rrangements to inspect the property, please
?:%"r‘ contact Todd Biscan, General Menager, ot {864} 232-6441  Inspections of the
N linz will be available beginning January 6, 1296
Please submit your bid to: Pinsly Railrcas Company
53 Southampten Road
Wesifield, MA CG1085
Yours very truly,
John P. Levine
Vice President
JPL:)js
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Maintenance of way vehicles and equipment consist of a 1985 GMC crewcab
pickup, @ 1974 Chevrolet Boom Dump Truck, a Case backhoe, Jackson
Tamper, and Plasser ballast cegulator, as well as additional small tools.

The general office is equipped with personal comptters, including Railcar
Management IRCS soitware, Minolta copier, fax machine, and answering

machine.

FREIGHT TRAFFIC

GRN has seven active customers. See the attached list of customers,

commodiss handled and contact perscn.

Freight traffic statistics, carloads and revenue for 1994 through 1995 are
attached. In summary, 1984 traffic was 1642 carloads generaiing $505,2486,
1995 traffic was 1497 carloads generating $5089,970, and 1SS6 traffic is
expected to be 1066 carloads generating S413,704.

The largest customer of the Greenville and Northern in recent ysars has been
Industrial Metal Processing. Midway through 1926 IMP made the decision {o
acquire a new facility between Sgartanburg and Greenville locaied on CSX and
to scale back ils operations in Greenville due to psnding stormwater runoff
regulations. n 1987 IMP expacts to ship between five and eight cars per month
from its Greenville facility. in a22dfiion, IMP may ship 15-20 cars per month from
its Greenville facility to its new facility.

OTHER REVENUES

Additional non-transportation revenues (crossing agreements, etc) are

approximately $6,000 per year.
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GREENVILLE & NORTHERN RAILWAY

SELECTED FIXED ASSETS

Engine House
Station/Office

Computer System
Tractor/Backhoe

Rail Drill

Jackson Tamper (stripped)
Air Compressor

Plasser Ballast Regulator
Tie inssrter

Jackson Tamper -

' Locomotive #704 (GP8)

Locomotive #1 (SW1)

Durmnp Truck
1985 GMC Crew Cab Pickup

GCEDC 0337



éREENVlLLE & NORTHERN RAILWAY COMPANY

DESCRIPTION

The Greenville & Northern Railway (GRN) js & Class Il carrier extending
approximately 11 miles from downiown Greenville, South Carolina northwesterly

to the town of Travelers Rest. {See attached map). It interchanges freight trafiic
lig_’G,f@?Dﬁ”&with CSX Transoortation and with Norfolk Southern. Railway.

proximately 1.8 miles of the line at the southern end immediately north of the
GRNshap are ou jcE. ATCESS 1o the Snop i ved via trackage
rignts over a paralist pur for recomotves only.

The line is classified as excepied track per FRA reguistions, with a maximum
speed of 10 mph. Speed is resiricted to 5 mph in some locations.
Approximately 7 5 miles of the line are laid with 70 Ib. jointed rail, with the
northerly 3.5 miles laid witn 58 5. rail. The former NS Bleachery spur is laid with
70 Ib. rail as well. Approximately 2200 naw ties were installed in 1986.

There are 31 registered grade crossings. Four of the crossings are equippe

with flashers. and the remainder arz eguicped with crossbucks.

Four timber pile trestles with 2n aggregate length of 88C feet are presently in
use. . Inspection reports wiil be avzilatie. Tnere are alsc 4 trastles located on

the cut-of -service section.

A *wo-story wood frame cffice building st the southern terminus in downtown
Greenville houses the genera! office. Adjacent to this is a two stall locomotive
shop of concrete block canstructicn which shares a wall with an unrelated
business. A track scale is located in Ber2a at approximately Milepost 4. There
are no other structurss. There is no additional real estate beyond the right-of-
way except where the office and shop are located. The right-of-way itself varies
in width from 15" to 50’ each side of center. Property taxes for 1996 totaled

$14,872.

Train opsrations are conductsd on an as-needed basis. GRN has an FCC
assigned radio frequency and radios are used for communication between the
office and trains or maintenance personnel as well as between locomotive and

ground personnel.

The' line currently employs six full time personnel - four in operations and
maintenance, an agent, and a ganeral manager.

The line has twa lccomotives, a GPE and a SW1. Both units are in service and
currant on their FRA inspections. There is no other rolling stock.

~ GCEDCO0338
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GREENVILLE g NORTHERN RAILWAY

CUSTOMER

Whitaker Enterprises, Inc,
1419 Hampton Avenue Extension
Greenville, SC 29609

Fibre Processing Company
P. O. Box 3653
Greenville, SC 29602

Groome and Associates, Inc.
P.O. Box 729
Travelers Rest, sC 29690

Industria) Metai .Processing
P. O. Box 2304
Greenville, SC 295602

#7/COtS-Slerra Horticulty g
“roducts Company.

~. Q. Box g67

Travelers Rest, SC 29690

Paper Cutters, Ine.
840 N. Highway 25 By-Pass
Travelers Rest, sC 29609

Air Products and Chemicals, Inc.
1004 Geer Highway
Travelers Rest, SC 29690

Juke Power Company
3125w, McBee Avenye
Sreenviﬂe, SC 23602

.S. Fxnishing (not Currently active)
335 o Buncombe Road
reenville, S 29609

CUSTOMER INFORMATION

COMMODITY
L LASIBIN ) ¢

Cotien - Inboung

Cotton Factory S-.veepings, Waste
Outbound

Scrap Paper, Pulpboard
Inbound and Cutboung

Scrap iron - Outboung

Verm:culite, Mminera|
inboung

Scrap Paper, Pulpboarg
Inbcundg

Synthetic Plastjc Chemicals
Inbound

¥olq.

CONTACT

Linda Franco
(864) 232-3831

Tom Benston, Chairman
Jerry Benston
(864) 242-4284

Lee Groome. CEQ
(864) 294-8001

Jimmy Knight, President
(864) 246.71434

Ron Kilbaugh, Plan: Mgr.
(864) 834-7273

Randy Mathena, President
(864) 834-31 S3

Dave Acker, Plani Mgr.
(864) 834-5 122

(864) 242.32g4

Martin Frymi
(864) 242-8400

+ GCEDCo0342







Carolina Piedmont Division,
CAROLlNA South Carolina Central Railroad

PIEDMONT

RAITROAD 268 E. Main St., Laurens, South Carolina 29360
) (864) 984-0040 * Fax: (864) 984-0043
Customer Service (800) 713-3859

Mr. Lee Groome
President

December 11, 1997

Dear Lee:

Thank you so much for your business this past year. With our new management
completely in place and continued business from you, we are very excited about the
upcoming year! :

It has been a few years since we have analyzed our current tariff and evaluated our current
carload business. We have decided to update the existing tariff. We will amend CPDR
8001 effective January 1, 1998. The following highlights some of the changes:

Intra-Line Switching- When an industry requests that a car is moved from the railroad’s
private tracks or an industry’s leased storage track to the industry’s track(s), the charge
will be $170 per car. (Rate increased from $165 per car).

Special Request Switching- Customers forwarding or receiving traffic are afforded a single
switch per day based on regular train service. Railroad provides those switches according
to sequence of customer location in either a northbound or southbound progression.
Customers requesting a second switch per day outside of the normal progression, will
request this second switch through the CPDR’s Customer Satisfaction Center. If request
is granted, a charge of $125 per car will be assessed. (Rate increased from $93 per car).

Storage Charges- Cars not considered constructively placed at an industry track, private
storage track, or the premises or tracks of the railroad, and for which no immediate
movement instructions have been received will be considered stored. This applies to cars
of any ownership. Stored cars are subject to a charge of $35 per car per day to be
computed from the first midnight after inbound interchange for cars received or from the
first midnight after release from industry for cars not ready for outbound interchange. A
partial storage day will be assessed charges as if a full day. Storage time ends when the

" car is delivered to interchange or constructively placed. (Rate increased from $30 per
car).

004077



Carolina Piedmont Division,
gIAE%?qLéNN% South Carolina Central Railroad

RATTROAD 268 E. Main St., Laurens, South Carolina 29360
) ) (864) 984-0040 * Fax: (864) 984-0043
Customer Service (800) 713-3859

=D.2 -
Haul of Empty Cars Not Used- When cars placed or tendered for loading are not used, the

party ordering same will be subject to a charge of $150 per car. (Rate increased from
$120 per car).

Loading of Pulpwood Cars- This item has been deleted from the tariff.

Intra-Plant Switching- When a car is moved from an industry track to another spot at the
same facility, the charge will be $100 per car per switch. (Rate increased from $93 per
car).

Hold Charge- All cars held at the request of a shipper or receiver prior to release or
disposition of the cars subject to a holding charge of $35 per car per day. (Rate increased
from $30 per car).

Inter-Terminal Switching- Inter-terminal switching means a switching movement from one
railroad to another railroad when such movement is within the switching limits of the same
station or industrial district. The charge for each inter-terminal switch will be $125 per
car. (Rate increased from $112 per car).

Special Train- When an industry requests a dedicated train for movement of a loaded or
empty car, a charge of $57 per mile per train will be assessed. Any special train runon a
weekend day or railroad holiday will be assessed an additional charge of $1,200 per train.
(Rate increased from $54 per mile).

Please be advised that in faimess to all customers, there will be no exceptions nor special
considerations granted as may or may not have happened in the past in regards to
demurrage; storage of cars; release/placement date of cars; etc.

We will mail you a copy of the amended tariff soon. We want to be proactive in informing
you of the changes. If you have any questions or concerns please feel free to contact
myself or Vickie Miller our Office Manager.

Thanks again for your business. We look forward to being your first choice in quality
transportation in 1998. :

Sincerely,

Scott Sands
Director of Marketing
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Carolina Piedmont Division,
C AR Ol_l NA South Carolina Ccatral Rallroad
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t ' L DMK}NT 268 E. Main St.. Laurens, South Carclina 29360

1803) 984-0010 « Faxz (803) 984-C043

December 29, 1997

Mr. Randy Mathena, President
Peper Cutters, Inc.
by fax to 864-834-35881

Dear Randy:
SUBJECT: GRN Subdivision bridge situation and action pian

Follawing the condemnation of the two bridges on the GRN line in early
Decamber, | have had the pleasure of talking with you about the Caroiina
Piadment’s (CPOR) pian to restore and maintain sarvice on the line. At the
request of several of our customers, we have developad an action and
parinership plan to insure the continuation of sorvice to our customers.

Since the condemnation, CPOR has been busy. We have been able o provide’
aimost normal servics for your trattic billed pricr to the smbargo date. To
insure safaty aver the bridges, CPOR is using idler cars between each ioaded
car to minimize weight on the bridges, switching tha idlers in and out ot each
train - 2 time conauming and costly process - but necessary to fulfiil our
service cemmitment to you.

in addition, our corpcrats engineering staff has aggressively pursued design
of the raplacement bridges, including ail the environmental parmits, fleod and
storm water runof?, and all the myriad factors that go into this typo of
construction. We have made great progress; Lthe railroad has absarbed all the
cost of this engineering eftort in order to progress the work quickly.

AS TO THE FUTURE OF THE LINE: CPOR has made a significant investment in
tha GRN line, not only in the purchase cost, but in newly refurhished engines
and significant expanditures for trackwork. If you have been along the line,

you can see the resuits| Service quality has improved vastly; many of you wers
rightfuily skeptioal about our promises when we tack over - racantly saveral
customers have told me that we have cxceeded all expectations. We have avery
intention of continuing our commitment to, and investment in, the GRN line.

The bridge rebuilding costs, coupied with the other track upgrade costs, are,
quite frankly, beyond the ability of CPDR to pay for on our own. Wa need your
heip. and truly believe that working together ail of us can turn the GRN linsinto
a win for ail of us. Following is our initial propcsal to get something “on the
table” for additional discussion and negotiation:
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A...CPDR came to the CRN with a long term commitment. We want the line

not only lo continue in service, but to prosper! Qur commitment has been
shown in our ongoing investment in the property, with substantial capital
expenditures proposed for 1998 and beyond. We will stay with you, and Improve
and grow with you. We're willing to enter an agreement to that effect - if we

can get your help with the bridge rebuilding costs.

8...After considering a number of scenarios tn amortize tha cost of the bridge
work, we're convincead that the fairest way to ask for your help is on a per car
and tonnage per car basis. Bascd on the estimatad repair cost of $300,000.00,
the surcharge plan detailed below will amortize the coats in two years, inciuding
a very reasonabie cost of money through our corporate line of credit.

Based on 1997 business lavels, we propose the following surcharge:

1998 estimated carloads 137 inbound & outbound

average tona par car 85
surcharge per ton $2 surcharge percar $110 .
annuul surchargecost  $ 15,070 two year cost $ 30, 140

C...We will provide you with full detalls and ccsts when finalized, and an
accounting of the surcharge fund use. Nc additional surcharge heyond the
bridgs repairs is anticipated by CPOR in the futura.

0...In tha avent bridge costs excaed $ 300,000.00 CPDR will pay 100% of the
amount above § 300m. If the project comes in below tha estimated cost, the
surcharge will be suspendad at the point repair costs ars recoveraed.

Aguin, the'above shouid be viewed as anly a starting point for further
discussion. | weicome your opinions and pledge CPDR to working wilh you

in svery way possible to get the GRN line going again, as soon as possible.
You can reach me at 803-332-7584. I’d lIke to plan a meeting for more of your
input the week of January 19, details will follow.

Thanking you for your consideration, we wish you a safe and prosperous 1998,

Youre vm :

C»u.b*- ")N':

Forrest R. VanSchwartz

General Manager - Carolina Pledmont & Scuth Carolina Central Ruilroads
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. Carolina Piedmont Division,
CARU“NA South Caroling Central Railroad

'"E DMK)N I - 268 E. Main St.. Laurens, South Carolina 29360
(803) 984-0040 « Fax: (803) 984-0043

February 25, 1898

TO:  Mr. Willilam Kernan, Air Products Co.
Mr. Lee Groome, Groome & Associates ...via fax...
Mr. Randy Mathena, Paper Cutters Co.

SUBJECT: Bridge repairs on GRN line of Carclina Pledmont (CPDR)

Gentismen:

We recently received bid quotations on the two condemned bridges, confirmed
prices received with the scope of wark, and reviewed the Railroad’s current and
future financiatl situation.

Lindssy Construction of Greanville was the low bidder on the bridgs work, with
a total price for the work quoted at $ 235, 445.00. This, combined with the .
approximate repair cost on the other two bridges of $ 60,000.00 is very close
to the original “balipark” estimate of $ 300,000. John Horney, our bridge man,
has done a terrific job in putting this together and I’'m very grateful to him.

The sad fact remains that CPOR simply cannot accomplish this work on the basis
of intarnal resources alone; whila still plowing other capital investmant funds into
the long neglected track. The resources to do both just don’t exist. We are in

the same position as we were when we last met - we need your help to get the

bridges fixed!
We ars open to any plan which best fits our mutual situstion and needs:

1...prepayment of costs by customers, in whole or in part
2...repair costs paid by CPOR, with per ton surcharge added to existing rates
until costa are amortized; surcharge amount to be determined

3...any other plan you may proposs
if the bridge issue can be rescived, CPDR pladges the following:

&...Invest approximately $ 200,000 in 1998 track rahabiiitation

b...not sesk increase in through rates for one year...we may seek a better
division of the rate from CSXT or NS, but this does not sffect the
freight rates you pay

¢...continue operation of GRN lina through year 2000, at least, with &
“force majuere” rellef clause if disaster strikes the line

d...continue capital investmeant in track work in 1999 and 2000, amount
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at discretion of our Board of Directors
e...apply surcharge, or raise rate level or division, on any new business
wae are able to gain on the line; and to aggressively market line
{...aggreasively pursue any Stats or local funding we can obtain to pay
cost of track and/or bridge work. Presently, we not aware of any
State aid being available. We are working with the City of Greenville
on joint use of the right of way between downtown and Furman.

if customers choose to finance repair costs, CPOR has no way repay the debt
from sarnings on the GRN lina. Low volume of traffic and higher than normal
operating costs do not provide sufficient margin to repay the debt.

We do believe, however, that rail customers benefit, continually, through
access to rall service which kaegs trucking costs in line. Without a doubt,
trucking costs will increase if rail service is not restored soon.

i you find that you can not support assistance for the bridge repairs, we do
understand - you hava t0 make sound busineas decisions just as we do. in
the event support can not be gained, the GRN line will remain out of service
under the existing embargo. The longer this continues, the mors it will cost to
eventually restore service due to heavy rains, srosion and vegetation growth.

We urge your early consideration of the above proposal and pledge ourseives
to working with you in any way possibls to seek mutualily beneficial solution. |

look forward to meeting with you at your convenience and truly thank you for
your ongoing support of the Carolina Pladmont GRN line.

Yours very truly,

o Pl AR

General Manager
direct phone: 803-332-7584 fax 803-332-1222
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<.+ Carolina Piedmont st Nain Stest
Division Railroad

September 27, 1998

Mr. Randy Mathena

Paper Cutters, Inc.

840 North Highway 25 By Pass
Greenville, SC 29617

Dear Randy :

As we discussed on September 17, Railtex will soon start the abandonment process for the old
Greenville and Northem Railroad. During the meeting with you and the other shippers on this line
several questions arose. Listed below are our responses to those questions.

Question #1- How long does the process “normally” take? The first step is to change the system
diagram map to show the segment of line that is an abandonment candidate. This is done through the
Surface Transportation Board (STB) and takes about 60 days. The balance of the procedure is at least
120 days, so we are realistically looking at 6 months, minimum.

Question #2- What portion of the line are we actually putting up for abandonment? From miiepost 20to
milepost 11.8 .

Question #3- Will Railtex's financial analysis of the viability of the line be made available to the
shippers? The filing requirements dictate how much of this is made available. There are 2 filing
processes, Application for Abandonment or Petition for Abandonment. The Application process is more
detailed process and will include more detailed information but generally takes longer to complete. The
Petition process is quicker but does not go into as much detail and generally is followed when there are
fewer objections to the abandonment. Either process calls for some disclosure of financial information.

Questions #4- What are the Railtex estimates for repair of the line, over and above the bridge
estimates? What is the net liquidation value of the line? While | do not have the figures to answer these
questions now, they will probably be a part of the filing process ’

Question #5- Will there be public hearings on the abandonment. Generally, “hearings” are done through
paper filings with the STB.

Question #6- What did Railtex pay for the GRN and will they share this with the shippers? Ours was a
contractual arrangement with the seller and the line was bought as an ongoing commercial enterprise
and as such the purchase price is irelevant to the abandonment process.

Last Friday we discussed a possible meeting with the shippers on the line on Wednesday, October 7.

You will advise me after the Chamber meeting on September 30 if this is needed. Meanwhile, please
call if | can be of further assistance.
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Sincerely,

o Ao

Kent Reaves
Acting General Manager

cc: ‘Mr. Les Groome / Groome & Associates
Mr. John Byl / Air Products

® Page 2

September 27, 1998
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October 8, 1998

'-—_\5
Mr. Phillip T. Bradley
Chairman
South Carolina Public Service Commission 3 3
P.0. Drawer 11649 ™M o -
Columbia, SC 29211 Wy o

g € e -.¢¢ i
=3
Re: STB No. AB-312 .
South Carolina Central Railroad, Inc.
Carolina Piedmont Division
Amended System Diagram Map

Dear Chairman Bradley:

Carolina Piedmont Division (“CPRD") is today filing with the U.S. Surface
Transportation Board an amended system diagram map of its rail lines prepared in
accordance with the provisions of 49 C.F.R. 1152, Subpart B. Pursuant to 49 C.F.R.
1152.12(b), a copy of CPRD’s system diagram map must be served on the Governor,
public service commission and designated state agency under 49 U.S.C. 22102(2) of each
State within which CPDR owns or operates a line of railroad. A copy of CPRD’s system
diagram map accordingly is provided to you herewith.

1f you have any qucstions regarding this matter, or would like to obtain additionai
copies of CPRD’s system diagram map, please contact the undersigned.

Sincerely,
)

/

Frog e

Sandy Franger
Director - Acquisitions
RailTex, Inc.

Attachments
000013
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BEFORE THE
SURFACE TRANSPORTATION BOARD

AB-312
South Carolina Central Raidroad Campany, Inc.
Carolina Piedmont Division
Line Description

In accordance with the requirements of 49 C.F.R. 1132, Subpart B, Carolina
Piedmont Division (*CPDR™) hereby provides the following amended narrative
description of jts rail system, with each of its rail lines designated by the categories
esiatlished in 49 C.F.R. 1152.10(b):

Caegory 1:  Portions of line anticipaned to be subject of un abandonment flling within

the next theze years.

(a) Designation: GRN Sukdivision
(b) State: South Carolina
(c) Counties: Greenville
\'. (d) Mile Post Designations: ' MP 2.1 in GreenvillewoMP 1.8 in
‘|ravelers Rest
(e) Station: Berea, Fentress, Montague, North

Greenville, Traveiers Rest

000014
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Paper Cutters, Inc.

' 840 NORTH HIGHWAY 25 BY PASS

GREENVILLE, SC 29617
(864) 834-3193 FAX (864) 834-3351

DATE: 09/15/98
TO: PAT HASKELL ROBINSON
COMPANY: GREENVILLE CHAMBER OF COMMERCE
24 CLEVELAND STREET
GREENVILLE, S.C. 29601
FAX NUMBER: 282-8549
PHONE NUMBER: 242-1050
FROM: RANDY MATHENA
RE: THE RAIL LINE FROM GREENVILLE TO TRAVELERS REST/MARIETTA

DEAR PAT,

1 WOULD LIKE TO THANK YOU FOR A MOST INFORMATIVE MEETING AT THE
CHAMBER LAST WEEK. IT IS HEARTENING TO KNOW THAT THERE ARE
OTHERS IN GREENVILLE, WHO ARE CONCERNED ABOUT THE LONG TERM
PROSPECTS OF THE OLD GREENVILLE NORTHERN RAILWAY.

WE AT PAPER CUTTERS BOUGHT LAND FOR OUR PRESENT SITE, BECAUSE OF
THE RAILROAD. WE SPENT OVER $30,000.00 TO INSTALL OUR RAIL SIDING.

WE HAVE USED IT MORE THAN WE HAD EXPECTED, AND WE PROJECT THAT WE
WILL USE IT EVEN MORE IN THE FUTURE. RAILTEX AFPROACHED US
UNANNOUNCED ON THE DAY THAT WE WERE TO MEET WITH ANOTHER
PROSPECTIVE OPERATOR OF THE THEN GREENVILLE NORTHERN RAILWAY.
SINCE THEY WERE IN OUR LOBBY, WE MET WITH THEM AND BASED UPON THEIR
COMMITMENTS, WE TOLD THEM THAT WE WOULD SUPPORT THEM IF THEY WERE
SELECTED AS THE PURCHASER.

THEY OPERATED PROFITABLY UNTIL THEY CEASED OPERATION AND THEN
ANNOUNCED THAT THEY WERE CLOSING BECAUSE OF BRIDGE REPAIR COSTS.
THEY ASKED THEIR CUSTOMERS TO BEAR THE BURDEN OF $300,000.00 IN
COSTS, WITH NO PLAN TO REPAY THE MONEY. 1 MADE PHONE CALLS AND
WROTE LETTERS TO NO AVAIL. THEY NEVER RESPONDED IN ANY WAY. THIS
WAS, 1 MIGHT ADD, AFTER A MEETING AT WHICH FOREST VAN SWARTZ TOLD
US THAT THEY WERE VERY INTERESTED IN WORKING OUT A SOLUTION AND
GOING BACK TO WORK.

Post-It™ brand fax transmittal memo 7674 Ivo'mu v L |
Flee C ecome PFaniof MafZe,

Co.

t. Phone #

Fax # ax #
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SINGE THAT MEETING AND NO RESPONSE TO MY CALLS AND LETTERS, | HAVE
MET WITH THE FOLLOWING PEOPLE, IN AN EFFORT TO GET SOME ACTION:

NORFOLK SOUTHERN-GREENVILLE
RICHARD PICKENS
GARY RICE

NORFOLK SOUTHERN-CHARLESTON
DALE ASHLEY

NORFOLK SOUTHERN-RICHMOND
LEW MOSS

WESTVACO KRAFT-CHARLESTON
MIKE GRIFFITH

RAJILTEX-LANCASTER
KENT REEVES-NEW ACTING MANAGER

S.C. DEPARTMENT OF TRANSPORTATION
MIKE ELLISOR

1 HAVE ACTED IN CONSORT WITH LEF. GROOME OF GROOME PAPER AND BILL
KERNAN OF AIR PRODUCTS. WE ARE ALL QUITE ANXIOUS AND INTERESTED IN
GETTING OUR SERVICE BACK, IN THAT IT IS QUITE COSTLY FOR US TO USE
TRUCK INSTEAD OF RAIL. WE WOULD LIKE & MEETING AS SOON AS POSSIBLE.
MAYBE WE SHOULD 6O THROUGH THE PROCESS OF DISCOVERY, IF NECESSARY,
TO FERRET OUT THE TRUE FACTS OF THIS CASE. WE DO HAVE A LETTER
FROM KENT REEVES, ACKNOWLEDGING THAT WE WOULD LIKE THE FIRST
RIGHT OF REFUSAL ON THE PURCHASE OF THE LINE. THIS IN SOME WAY
COMPLIES WITH THE (OFA) PROVISION UNDER 49 USC 10904, WHEREBY WE
OFFER TO BUY THE RAIL LINE FOR THE (NLV) NET LIQUIDATION VALUE.

SINCERELY,

-~

;NDYMM G
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Paper Cutters, an_t.

840 North Highway 25 By Pass
Greenville, SC 29617
(864) 834-3193 FAX (864) 834-3551

DATE: 10/12/98 '

TO: BRANDY AND THE CHAMBER STAFF
COMPANY: GREENVILLE CHAMBER OF COMMERCE
FAX NUMBER:

PHONE NUMBER:

FROM: RANDY MATHENA

RE: THE RAIL LINE PROJECT

DEAR BRANDY,
FOLLOWING ARE PEOPLE THAT | HAVE CONTACTED REGARDING THE RAIL
LINE ISSUES:

1. FEELDSTON CONSULTANTS - TOM SCHMITZ AND DAVID OSG&00D 202-775-
0240. DAVID GAVE ME THE CHAIRPERSON'S NAME AT THE SURFACE
TRANSPORTATION BOARD AS LINDA MORGAN. HE SUGGESTED THATI"
SEND HER OUR LETTER OF PROTEST AND COPY OUR SENATORS AND
CONGRESSMAN. | PHONED THEM FIRST, AS HE SUGGESTED, AND THEN
FAXED COPIES OF THE LETTER. | MAILED LINDA’S WITHOUT & PRIOR CALL.
DAYID SAID THAT THEY WOULD S8E HAPPY TO ASSIST US IN ANY WAY. 1
TOLD HIM THAT THE CHAMBER HAD CONTACTED SOMEONE, HOWEVER, L
WOULD KEEP HIM POSTED ON OUR PROGRESS.

2. JOE BECKHAM CAME TO £Cl FOR A VISIT AND OFFERED HIS SERVICES AS A
MANAGER OF THE LINE. HE STATED THAT HE COULD HANDLE THE
COMPLETE OVERHAUL OF THE LINE. HE WORKED FOR THE GREENVILLE
NORTHERN RAIL LINE, BEFORE THEY SOLD. HE SEEMS TO BE A VERY WELL
oaeammmn@u&aﬂﬂ;pmmmsonuﬂnazzsrm
RAILROAD WORK. HE STATES THAT HE COULD RUN THE RAIL LINE AND
OVERSEE THE ENTIRE REBUILD. HIS ULTIMATE WISH IS THAT THE LINE
COULD SERVE FOOT/BIKE/COMMUTER/COMMERCIAL NEEDS. HE BELIEVES
THAT THIS COULD VERY WELL HAPPEN. 1 ASKED HIM TO SEND ME A COPY
OF HIS RESUME AND A LETTER ON HIS FEELINGS FOR THIS SUBJECT.

3. DAVID SHI AND I TALKED BY PHONE LAST WEEK, REGARDING THEIR
INTEREST AND POSITION, REGARDING THE RAIL LINE. DAYID TOLD ME
THAT THERE HAD BEEN SOME DISCUSSION, CONCERNING A GREENWAY.
WHEN | MENTIONED THE POSSIBILITY OF A GREENWAY, A COMMUTER AND
A COMMERCIAL LINE COMBINED, HE THOUGHT THAT THIS COULD VERY
WELL BE THE ANSWER. HE ASKED ME TO PHONE BRAD WYCHE, WHO HAS
SOME KNOWLEDGE AND INTEREST IN THE PROJECT. BRAD AND DAYID

Custom Converters of Paper & Paperboard
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BOTH SEEMED TO BE QUITE WILLING SIT ON A COMMITTEE, TO RESEARCH
THIS ENTIRE PROJECT. AS 1 RECALL, COUNTY COUNCIL HAS ASSIGNED
FOUR PEOPLE; BLACKWELL, BROOKS, CLEVELAND AND KINGSBURY TO A
COMMITTEE OF THIS TYPE. DAVID CAUTIONED THAT ALTHOUGH WE
SHOULD WORK TOGETHER AS A TEAM, WE MIGHT BE BETTER OFF TO:
APPEAR THAT WE ARE ACTING INDEPENDENTLY. WE CAN DISCUSS.

4. | SPOKE WITH OUR ATTORNEY AT PAPER CUTTERS. HE THOUGHT THATIT
MIGHT BE BETTER FOR US TO CORSULT AN ATTORNEY WITH HEAVY
EXPERIENCE. IN THIS AREA. WE CAN DISCUSS.

- | - S ‘ 003201







Paper Cutters, Inc.

840 North Highway 25 By Pass
Greenville, SC 29617
(864) 834-3193 FAX (864) 834-3551

DATE: 11/06/98

TO: PAT HASKELL ROBINSON AND BRANDY BIRCKBICHLER
COMPANY: CHAMBER OF COMMERCE

FAX NUMBER:

PHONE NUMBER:

FROM: RANDY MATHENA

RE: EVALUATION MAP

DEAR PAT AND BRANDY,

WE NOW HAVE AN AGREEMENT WITH JIMMY FORBES AT COUNTY SQUARE,
CORCERNING THEIR PARTICIPATION IN THE RESEARCH OR AN EVALUATION
MAP. JIMMY HAS AGREED THAT IF WE SUPPLY THE LABOR TO RESEARCH THE
BLOCK MAPS AND GIVE HIM A LIST OF THESE BLOCK NUMBERS, HIS PEOPLE
WILL ENTER THESE NUMBERS INTO THE COMPUTER AND RENDER 4 LIST OF
THE PROPERTY OWNERS FROM AIR PRODUCTS TO THE END OF THE LINE IN
MAULDIN. PAPER CUTTERS WILL SUPPLY THE LABOR IN MARTHA JACKSON
AND MICHAEL ANDERSON, WHO ARE BOTH UP TO DATE ON THE FACTS
SURROUNDING THIS PROJECT. THEY ALSO HAVE HAD SOME EXPERIENCE IN
DOING THIS RESEARCH. WE WILL ASK FOR COPIES OF ALL BLOCKS, SUCH
THAT WE CAN PUT TOGETHER A MAP OF THE ENTIRE LINE, LISTING ALL
OWRERS AND RIGHT OF WAYS.

1 WANT TO MAKE SURE THAT WE ACT IN CONCERT WITH THE REST OF THE
INTERESTED PARTIES. 1 WILL BE GLAD COME DOWN AND DISCUSS THIS IN
FURTHER DETAIL. 1LOOK FORWARD TO HEARING FROM YOU AND | REMAIN
OPTIMISTIC.

SINCERELY,

%@MZ&W TAXED

Custom Converters of Paper & Paperboard
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Paper Cutters, Ine.

840 North Highway 25 By Pass
Greenville, SC 29617
(864) 834-3193 FAX (864) 834-3551

DATE: 11/06/98

TO: BRANDY

COMPANY: CHAMBER OF COMMERCE
FAX NUMBER:

PHONE NUMBER:

FROM: RANDY MATHENA

RE: NOTES FROM 11/5/98

KENT REEVES CAME TO OUR OFFICE FOR A VISIT ON WEDENSDAY 11/5/98. |
HAD SEVERAL QUESTIONS TO ASK OF HIM AS FOLLOWS:

1. WHAT IS RAILTEX PLANNING TO DO ON THE NORTHERN LINE?
THEY HAVE PLACED THE MILE MARKER 2.01 ON THE MAP WITH THE STB,
WHICH IS THE FIRST STEP OF ABANDONMENT. THEY HAVE THREE YEARS
IN WHICH TO COMPLETE THIS PROCESS. THEY HAVE NOT ACTUALLY FILED
AT THIS POINT.

2. WHAT EXACTLY DOES RAILTEX WANT TO DO?
THEY WANT THE SHIPPERS AND COMMUNITY TO HAVE THE OPTION OF
BUYING THE RAIL LINE, OUTSIDE THE LEGALITIES INVOLVED IN THE NEXT
PROCESS. A DIRECT PURCHASE FROM RAILTEX.

3. WHAT FIGURE DO YOU HAVE IN MIND FOR THE LINE?
1 WILL FIND OUT AND LET YOU KNOW.

4. EXACTLY WHAT IS INVOLVED IN THE OFFERING ON THE LINE?
THE ONLY THING LEFT IS THE TRACK, TIES, GRAVEL AND LAND.

5. DO YOU HAVE ACTUAL KNOWLEDGE OF WHAT LAND IS OWNED AND WHAT
IS JUST A RIGHT OF WAY? BEYOND THAT CAN YOU PROVIDE US WITH A
STRIP MAP OR VALUATION MAP?

1 BELIEVE THAT WE HAVE ONE, | WILL CHECK AND LET YOU KNOW.

KENT WAS AS FORTHRIGHT AS HE COULD BE AND SEEMED QUITE CONCERNED

ABOUT OUR WELFARE AND THEIR LACK OF STRAIGHT UP COMMUNICATION
WITH US THROUGH THIS ENTIRE PROCESS.

Custom Converters of Paper & Paperboard
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AT 4:30PM ON 11/5/98 | PHONED BENNY RAY ANDERSON AND POSED SOME
QUESTIONS TO HIM REGARDING THESE ISSUES>

1. CAN AN OWNER OF A RAIL LINE SELL TRACK, TIES, GRAVEL AND LAND, IF

" THEY DO NOT POSSES FEE SIMPLE TITLE TO THE LAND?
NO, THE LAND IS NOT GENERALLY GIVEN VALUE IN A RAIL LINE PURCHASE,
BECAUSE IT IS GENERALLY NOT OWNED, SIMPLY USED THROUGH A RIGHT
OF WAY. )

2. BENNY IS FAXING ME AN ARTICLE, STATING THAT THE STB REFUSED AN
ABANDONMENT PETITION FROM A RAIL OPERATOR, BECAUSE OF SO MUCH
OPPOSITION FROM THE SHIPPERS AND COMMUNITY.

I SEE THIS AS A PIVOTAL MOVE BY THE STB, | FIRMLY SELIEVE THAT THE
STB WILL ACT IN OUR FAYOR, WHEN THEY SEE ALL OF THE FACTS ON THE
TABLE. FOR EXAMPLE: KENT TOLD ME THAT € & N SUPPLIED STUDIES ON
THE NEEDED BRIDGE WORK IN THE PURCHASE AGREEMENT. RAILTEX
SAYS THAT THEY DID NOT RECEIVE THEM. | PERSONALLY CANNOT ACCEPT
THIS AS SOUND REASONING FOR EMBARGOING OUR LINE, SIMPLY BECAUSE
THEY DID NOT DO THEIR HOMEWORK.

3. BENNY ASKED ME TO CHECK WITH OUR COUNSEL AND ASK, IF IT WOULD
HELP FOR HIM TO WRITE A LETTER TO THE STB, STATING THAT HE WOULD
BUY THE LINE, OPERATE THE LINE FOR THE CARRIERS OR THE COUNTY? HE
IS IN THE POSITION TO DO WHATEVER IS NEEDED BY US. FURTHERMORE, HE
STATES THAT HE BELIEVES IN THE FUTURE OF THIS LINE, IF WE PUT
TOGETHER A VIABLE PLAN FOR RECONSTRUCTION AND DEVELOPMENT OF
THE UNUSED INDUSTRIAL SITES ON THE LINE.

BENNY WAS MOST HELPFUL AND EVEN AT ARMS LENGTH, WAS WILLING TO
HELP IN ANY WAY THAT HE CAN. | BELIEVE THAT HE THINKS THAT WE
SHOULD SPEARBEAD THE DRIVE, IN LIGHT OF THE FACT THAT RAILTEX WOULD
TRY TO EXTRACT A MUCH HIGHER PRICE FROM AN OPERATOR OF SHORT
LINES.

I STILL BELIEVE THAT RAILTEX MAY SIMPLY HAVE NOTHING TO SELL ON ANY
OF THE SECTIONS. 1SAY THAT BECAUSE NO ONE HAS PRODUCED ANY PROOF
OF OWNERSHIP ON ANY PARCELS.
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Paper Lutters, In.
840 North Highway 25 By Pass

Greenville, SC 29617
(364) 834-3193  FAX (864) 834-3551

DATE: 11/13/98

TO: PAT HASKELL ROBINSON, LILLIAN BROCK FLEMMING, PAUL WICKENSIMER
COMPANY: GREENVILLE CHAMBER OF COMMERCE, CITY & COUNTY COUNCILS
FAX NUMBER: 282-8509 241-3144 467-7358

PHONE NUMBER: 239-3725 241-3158 467-7115

FROM: RANDY MATHENA

RE: THE RAILROAD DEBACLE

DEAR FRIENDS,

1 WOULD LIKE TO SUMMARIZE MY THOUGHTS AND SUGGESTIONS, BASED UPON
MANY PHONE CALLS, CONYERSATIONS AND DISCUSSIONS WITH PEOPLE OF
STUDIED OPINIONS AND BACKGROUNDS. | STRONGLY SUGGEST THAT A
MEETING TAKE PLACE WITH WHOMEVER YOU DEEM AS INTEGRAL PARTS OF
THIS PURSUIT. AS A BEDROCK OF MY OPINION, 1 DO NOT BELIEVE THAT
RAILTEX HAS THE RIGHT TO SELL THE RIGHT OF WAY THAT CROSSES THEIR
OR ANYONE'S PROPERTY. 1 BELIEVE THAT WE SHOULD PETITION THE STB FOR
TRANSFER OF THE RIGHT OF WAY AND OPERATING AUTHORITY TO
GREENVILLE COUNTY. THIS WOULD NOT COME WITH INHERENT RESPONSIBILITY
TO SPEND ONE DIME OF GOVERNMENT MONEY, SAVE THE COSTS OF ANY FILING
FEES OR LITIGATION. ONCE WE HAVE ARRESTED THE LINE, WE COULD SIT
DOWN AND PUT TOGETHER A LONG RANGE PLAN. IF IT IS PROPERLY
ORCHESTRATED AND OFFERED AS A PROGRAM FINANCED BY PRIVATE FUNDS,
I STRONGLY BELIEVE THAT IT WOULD BE A SUCCESS. TO SUPPORT MY BELIEF,
1 OFFER THE FOLLOWING FACTS, AS | BELIEVE THEM TO BE:

. RAILTEX SBOUGHT THIS PUBLIC SERVICE COMPANY WITH THE PROMISE
THAT TBEY WOULD SERVE THEIR CUSTOMERS. THEY HAVE NOW SOLD ALL
OF THE ORIGINAL ASSETS AND BREACHED THEIR PROMISE AND IMPLIED
CONTRACT WITH US. THIS LINE IS NOT A GOING CONCERN AND THERE IS
OBVIOUSLY NO 00D WILL. NOW THEY WANT TO BILK US. NOT.

2. 1 AM TOLD THAT THE RIGHT OF WAY IS NOT ASSIGNED VALUE IN THE
PURCHASE OF A SHORT LINE. PER BENNY RAY ANDERSON
3. THE RIGHT OF WAY REMAINS IN EFFECT OVER “ALL” LAND, UNTIL THE STB
AUTHORIZES ABARDONMENT. PER MY NOTES FROM THE STB _
\‘l {(., «L{ kUIP‘i'\1

Custom Converters of Paper & Paperboard

004487




A. THE STB RECENTLY SET A PRECEDENT BY REFUSING THE ABANDONMENT
OF A SHORT LINE IN TEXAS BY THE SOUTH ORIENT RAILROAD COMPANY
BECAUSE OF CONSIDERABLE PUBLIC OPPOSITION. THEY SIMPLY ALLOWED
DISCONTINUANCE OF SERVICE. A TRANSCRIPT OF THIS DECISION WAS
MAILED TO US TODAY. 1 BELIEVE THAT THEY MAY HAVE SIMPLY
TRANSFERRED THE RIGHT OF WAY AND OPERATING AUTHORITY TO THE
COMMUNITY. PER A RECENT ARTICLE IN THE ASLRRA NEWSLETTER

5. WE CAN PETITION THE STB TO FORCE RAILTEX TO EITHER RESUME
SERVICE OR FILE FOR ABANDONMENT, AFTER WHICH THE STB MIGHT DENY
THEIR REQUEST AND TRANSFER AUTHORITY TO US, BASED UPON OUR
OFFERING OF “ALL” OF THE PERTINENT FACTS. PER MY DISCUSSION WITH
MEL CLEMMONS

DR. BOB JONES SR. AND MY PARENTS TAUGHT ME A SERIES OF VALUABLE
POLICIES WHILE | WAS GROWING UP AT BOB JONES UNIVERSITY AS FOLLOWS:
1. PRACTICE DUE DILIGENCE

2. “THE GREATEST ABILITY IS DEPENDABILITY”

3. “FINISH THE JOB”

RAILTEX HAS NOT PRACTICED ANY OF THESE DOCTRINES OF SOUND BUSINESS
PRACTICE. QUITE HONESTLY | FIND THEIR ACTION OR INACTION DISGUSTING
AND VERY UNPROFESSIONAL. A BETTER DESCRIPTION MIGHT BE UNETHICAL.
IF THEY ARE NOT RESPONSIBLE ENOUGH TO FINISH THE JOB, THEY SHOULD
GET OUT AND LET-US DO IT OURSELVES. THEY DO NOT DESERVE ONE RED
CENT FOR THIS RIGHT OF WAY, AND | FEEL VERY CONFIDENT THAT THE STB
WOULD CONCUR WITH THIS EVALUATION. AS DONNA JARRELL OF WESTVACO
SO EFFECTIVELY EXPLAIRS, “DATA IS WHAT COUNTS". WE REED TO COME
TOGETHER AS A GROUP, GATHER THE FACTS, DEVELOP OUR POSITION AND
FORCE THE ISSUE WITH VERACITY. I WILL BE HAPPY TO ACCOMPANY YOU OR
GO BY MYSELF TO THE STB, TO TAKE MEL CLEMMONS UP ON HIS OFFER OF
UNBIASED COUNSEL. |, LIKE PAT HASKELL ROBINSON, WILL DEE BEFORE 1 GIVE
UP ON THIS VERY IMPORTANT VENTURE. THIS ENTIRE RAIL LINE BELONGS TO
THE PEOPLE OF GREENVILLE, SOUTH CAROLINA.

WITH KINDEST REGARDS,

E sy Moo

RANDY MATHENA
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| Paper Cutters, Jnce.

840 North Highway 25 By Pass
Greenville, SC 29617
. (864) 834-3193  FAX (864) 834-3551

DATE: 11/20/98

TO: PAT HASKELL ROBINSON AND BRANDY BIRCKBICHLER
COMPANY: CHAMBER OF COMMERCE

FAX NUMBER:

PHONE NUMBER:

FROM: RANDY MATHENA

RE: NOTES FROM OUR MEETING OF 11/19/98

DEAR PAT AND BRANDY,

I FELT LIKE YESTERDAY'S MEETING WAS MOST PRODUCTIVE. 1 NOW KNOW
PETER, RAY AND WALTER AND THEY SEEM TO BE VERY INTERESTED AND
CAPABLE PLAYERS. IT DAWNED ON ME LAST NIGHT THAT THE CITY HAS AN
INTEREST IN SECURING THE OWNERSHIP OF THE PROPERTY AND NOT JUST THE
RIGHT OF WAY. PERSONALLY | SEE THE OWNERSHIP OF PROPERTY AND THE
RIGHT OF WAY AS TWO DISTINCTLY DIFFERENT ISSUES. 1 CERTAINLY CONCUR
THAT IT SHOULD NOT BE OUR GOAL TO TRY AND GET SOMEONE'S PROPERTY
FOR NOTHING, HOWEVER THE RIGHT OF WAY IS THE LICENSED USE OF A
PUBLIC DOMAIN. WITH THE POOR CONDITION OF THE RAIL, TIES, GRAVEL AND
BRIDGES AND THE PROJECTED COSTS OF NECESSARY REPAIR, | FEEL THAT
THE COUNTY SHOULD NOT HAVE TO PAY FOR A RIGHT OF WAY, THAT A
PROFESSIONAL RAIL LINE DOES NOT SEE FIT FOR USE OR FURTHER
INVESTMENT. THIS RAIL LINE IS GOING TO REQUIRE A COMPLETE REBUILD IN
BOTH THE PHYSICAL AND BUSINESS SENSE. OPERATING RIGHTS ARE
GRANTED BY THE STB, AND SHOULD NOT BE FOR SALE, IN MY HUMBLE
OPINION. 1 REALLY DON'T MEAN TO SOUND HOSTILE OR PREDATORY.

PER MY UNDERSTANDING FROM THE MEETING, YOU WOULD LIKE FOR ME TO:

1. RESEARCH THE PROPERTY OWNERS AND ASSES THE MOVE TO PROTEST
THE LIRE.

2. SECURE A COPY OF THE BID PACKAGE AND PRICE PAID FOR THE LINE BY
RAILTEX, WHICH 1 BELIEVE TO BE PUBLIC KNOWLEDGE.

3. L THINK IT WOULD BE PRUDENT TO KNOW THE TAX VALUE OF THE THREE
LINES, AND | ALSO SBELIEVE THIS TO BE PUBLIC KNOWLEDGE.

THANKS FOR YOUR CONTINUED SUPPORT OR THIS PROJECT. —

Custom Converters of Paper & Paperboard ” NOY 2 0 1998 U

)
i
Faper Uutters, Jnc.

003107
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DEPOSITION OF PETER M. STRUB 30

County Economic Development Council, LLC and
Greenville County Council. Do you know if you ever
saw that document?

I can't recall specifically if I have. I just --
You don’t remember?

-- don’t remember.

Okay. When did you first become aware of Mr.
Groome’s complaint or demand for rail service to his
facility?

Probably since the inception of us putting together
I guess the proposal with Greenville County, I mean,
to not have the line abandoned and working together
to preserve it and not --

And what year are we talking about?

I would say probably 1998.

Prior to the County’s actual purchase?

Yes.

How about after you became a board member in June of
1999, did you meet with Mr. Groome prior to the
filing of this lawsuit about the rail service?

I believe Mr. Groome -- and, again, without looking
at minutes; may have attended a board meeting to

have some discussions with us. I believe there was

also -- and he called me, I think, one time to

express I think concerns about -- about the line.
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Whereas, the abandonment of three segments of short line railroads in Greenville County,
owned by Railtex of San Antonio, Texas, is pending before the U. S. Surface Transportation Board;
and

Whereas, the loss of these rail facilities and their adjoining rights-of-ways would
significantly impact current industry along these lines, as well as Greenville County’s need to plan
for alternative modes of transportation in our growing communities;

Now, Therefore, Be It Resolved, that Greeaville County Council agrees that a need exists
to preserve these rail line corridors, and will participate in establishing a comprehensive plan for rail
preservation in conjunction with municipalities and businesses along these routes, as well as the
South Carolina Department of Transportation. ‘

DONE IN REGULAR MEETING THIS 29TH DAY OF SEPTEMBER, 1998.

ATTEST:

Unpdath T,

Elizalleth M. Hanzey
Clerk to Council

001316







Coung of Greenville

?... At Your Service” S -
County Counsil
Phone: (004) 447-7118
FILE i i ;
o S &
= = 3
October 20, 1998 ER g
- < 35?,
Ms. Linda Morgan L. w323
Surface Transportation Board R — E
1925 K Street NW 2 == ]
Washington, DC 20423 z &2 g
Dear Ms. Morgan:

Greenville County Council recognizes that South Carolina is rapidly growing and that this rapid
growth brings about considerable traffic probiems on roads and highways. Therefore, Greenville
County Council feels the need to state its position regarding the abandonment of rail lines in the
County of Greenville.

Greenville County Council is hereby officially protesting the abandonment of railways in the
County of Greenville. More specifically on the abandonmaent of railroad lines owned by Railtex of
San Antonio, Texas which is pending before the U.S. Surface Transportation Board. The loss of
these rail facilities and their adjoining rights-of-ways would significantly impact curment industry
along these lines, as well as the County’s need to plan for altemative modes of transportation in
our growing communities. Therefore, this protest seeks to preserve these rail lines for future use ;r
that would heip to alleviate traffic problems and improve the quality of air and life in Upstate South i
Carolina. '

Through this letter, our constituents are voicing their concems aiso. Everyday, between 80,000
and 80,000 vehicles travel I-85 between Greenville and Spartanburg Counties in Upstate South
Carcling. Greenville County, in conjunction with municipaiities and businesses along these rail
facilittes and the South Carolina Department of Transportation, agree that a need exists to
preserve these rail line commidors. These public and private entities will participate in establishing
a long term comprehensive mass transportation plan for commuting in the area. This pian
includes a feasibility study that will investigate the possibility of integrating automobiles, air service,
commuter rail anz local mass transit systems. Thus, County Couricil hopes that you reconsider
any application to abandon railways in the County of Greenville.

e v ]

County Square ¢ 301 Univervity Bidgs ¢ Suite 100 ¢ Gevsuville, SC 29005-3048 ¢ Fax (00 477308

001317
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1
Lindn Morgan I‘
Surface Transportation Board
October 20, 1998
Page 2 T -
Wae hope that you will understand our constituents concams and County Council's position. We
greatly appreciate your heip and understanding on this matter. If you have any questions please
do not hesitate to contact the County Council Office at the telephons number shown above.
Sincerely yours,
(Rde Ravasac )!
. /(%A"{ o
Counciiman Rick Blackwell Councilman Stephen Seiby :
District 17 District 18 :
i
Counciiman m Counciiman Scott Case
District 19 Vics-Chairman, District 20
Councilman Dana Sullivan Councilman Paul Wickensimer
District 21 Chairman, District 22
R N - :
j@A T C. Tids. Crelind]
Councilwoman Xanthene Norris Counciiman Wade Cleveland
District 23 District 24
Py L4
e it anleydnee
ilwoman Gibson Coum:lmnn *Buni& Johnson
District 25 District 26
Counciithan Dozier Brooks unciiman Bob Cook §
District 27 District 28 i
001318  J
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RAJTLTEX

Re
WF 11414

WF 11415
- January 29, 1999

Mr. Dozier Brooks

Chairman

Greenville County Council

301 University Ridge, Suite 100
Greenvills, SC 29601

Dear Mr. Brooks:

It was a pleasure meeting with you last week to discuss the status of two railroad corridor segments
owned by South Carolina Centrat Railroad Company, Inc. located in the Greenville vicinity. These
two segments are identified as follows:

1. 3.29 miles located between North Pleasantburg Road and a point just north of the
General Electric lead track in southeastern Greenville, and

2. The former Greenville & Northern Railroad running generally between downtown
Greenville, along the Reedy River, and northward to Travelers Rest.

As we discussed, the entire 3.29 miles in southeastern Greenville and the southern-most 2 miles of
the GNN corridor are the subject of formal, ongoing abandonment procedures. In addition, the
former GNN corridor running generally between Cedar Lane and Travelers Rest was recently
embargoed due to the physical condition of bridges along this line. In an effort to reach an
agreement with affected shippers along this embargoed line, or any other interested party, we have
delayed the process of abandoning this segment temporarily.

Since it has appeared to us that the most logical purchasers of these segments would be a
consortium consisting of the County, State, City and shipper groups, we have attempted to engage
in constructive dialogue with each of these parties and coordinate funding efforts to facilitate a sale
transaction. Given your interest in this project, we will now look to the County to take an active
role in coordinating the actions of all interested parties.

To confirm our discussion of last week, please be advised that we are willing to recommend to our
Management the sale of all of South Carolina Central Railroad’s assets between downtown
Greenville and Travelers Rest (former G&N) for & net cash consideration.of $750,000. These assets
would include ell land, track and other track materials currently in place along the right-of-way.

In addition, the purchaser would assume all railroad common carrier shipping obligations, along
with the estimated $300,000 of expenditures to repair the G&N bridges.

4040 Broadway - Suite 200 » San Antonio » TX+ 78209 s Tel. 21028417600 + Fax 210-841.7629
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* EROM @ ROBINSON COMPANY

Mr. Dozier Brooks
Jarmary 29, 1999
Page 2

In 3 separate deal, or as part of a package with the G&N property, we are willing to recommend the
sale of the entire 3.29 mile long segment in southeastern Greenville for a net cash consideration of
no less than $2,000,000. Again, the purchaser would assume alf railroad common carrier

obligations.

The above recommendations are contingent upon sale transactions closing by no later than April 30,
1999. This is a very tight time frame when considering the fact that Surface Transportation Board

approval would be necessary for such a transaction,

I will be available for any further discussions and/or mectings in Greenville which might be deemed
necessary to facilitate the completion of these transactions. If you have any further questions, you
may contact me directly at (210) 841-7657.

Sincerely,
To!d N. Cecil
Director - Real Estate
TNC/dn
Enclosure

PS: At your request, I am enclosing herewith a copy of the deed by which South Carolina Central
Railroad Company, Inc. obtained the former G&N Railroad property from the Pennsely group.

cc:  Mr Kent Reaves - SCCR
Senator Mike Fair
Mr. Greg Petersen
Ms. Pat Haskell-Robinson - GCOC
Ms. R. Brandy Birckbichler - GCOC
M, Jim Davis
Mr. Karl Morell
Mr. William Mcliwain - SCDOT




17



MAR. 10,1999 Si14PM P 2
PhuNE NO. : 864 233 6277

RAITLTEX

In Reply Refer To:
WF 11414
January 29, 1999
Mr. Randy Mathena Mr. Alen Groome -
Paper Cutter’s Inc. Groome & Assoc., Inc.
840 North Highway 25 By-Pass P.0.Box 729
Greenville, SC 29609 Travelers Rest, SC 29609
Mr. John Byl Mr. James Knight ‘
Air Products, Inc. Industrial Metal Processing
Chemical Division P.O.Box 578
1004 Greer Hwy Lyman, SC 29365
Travelers Rest, SC 29690
M. Ron Kilbough
Scotts Company
P. 0. Box 967

Travelers Rest, C 29650

The purpose of this letter is to inform all rail shippers located along the currently-embargoed SCCR
rail corridor (located roughly between Cedar Lane and Travelers Rest) of the results of a meeting
held January 21, 1999 at the offices of Paper Cutter’s Inc. in Greenville.

At this meeting, Mr. Kent Reaves of the South Carolina Ceniral Railroad and 1 indicated our
willingness to recommend the sale of all of the railroad cotridor assets between downtown
Greenville and Travelers Rest for a net cash consideration of $750,000. In addition, the purchaser
of this property would assume common carricr responsibility for raif operations, meanirg that, in
effact, it would become the operator of the rail business along this corridor.

Attached is a copy of the deed by which South Caroliria Central Railroad, Inc. obtained thege assets
from the Greenville & Northern Railroad a few years ago. It is these assets that would be made
available for the above purchase price, less and excepting any property rights already conveyed by
SCCR since the time of its acquisition,

The SCCR has delayed its abandonment of the embargoed section of the former G&N in the bope
that a sale transaction could be negotiated which would maintain rail operations along this corridor.
We are hopeful that the above proposal will mect with the approval of either the shippers, the
County, State, City, or a consortium made up of any combination of these parties.

4040 Broadway » Sulte 200+ San Antonio«I'X e 78209 » Te). 210+ 841-7600~ Fax 210- 841 - 7629
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FROM : ROBINSON COMPANY

January 29, 1999
Page 2

We look forward to your response to this proposal, as well as to any other questions you may have
regarding how such a transaction might be structured.

Sincerely,

Todd N, Cecil
Director - Real Estate

TNC/dn
Enclosure

ce: Senator Mike Fair
Mr. Greg Petersen
Mr. Dozier Brooks
Ms, Pat Haskell-Robinson - GCOC
Ms. R Brandy Birckbichler - GCOC
Mr. Jim Davis
Mr. Katl Morell
Mr. William M¢llwain - SCDOT
Mr. Kent Reaves - SCCR
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Haynsworth, Narion,

McKay, & Guerard
L.L.P.

e 810 A

Ja}.l Tothacer;, members of the County Council Committee on Finance

Tou
" Fromez Rob Svets
€G- - Kathy McKinriey
" Dates March1, 1999 | L
Res * Abandonment of Rail Coridor from Downtown to Cedar Lans Road
. INTRODUCTION - - L .
"S-, . This memorandum shall briefly discuss the-issues -facing- the County with. respect t the

-abandonment of a portion of the former Greenville and Northem Raliroad running along the Reedy
River from downtown Greenville to Cedar Lane Road (the *Northem Segment)'. The Northem
Sefiment is a two-mils stretch of the much larger South Carolina Central. Railroad corridor running
approximateiy 40 milles from Travelers Rest in the north to Laurans southeast of the County. Mgn%s

- hot,_however, continious. A gap of several miles located through downtown Greefiville separates the

. northem and southem portions of the fine (the northem portion of the ine running from downtown

_ .. Greenyile rs Rest shall hereinafter be called, the em Line”, and the southem portion
" running from a location Just south of downtawrT Greenville and extending 1 Laurens shall hereinaftei be

.- called the “Southiem Line”; and togethér the Northem Line and the Southem Line shall hereinafter be
called the “Line”). A map detailing the exact Iq@ﬁor_l of the Line is attached for your convenience. :

: in December 1997, The South Carciina Central Railroad Company, Inc., d/b/a Carolina
- " Piedmont Dhision ("CPD") began abandonment proceedings with the U.S. Surface Transportation -
- Board ("STB") for the Northem Segment and a 3.29 mile segment located between North Pleasantburg -~

Road and a point just north of the General Electric track in southeastern Greenville {the “Southem

~ Segment’)®>. On April-1, 1988, the STB granted the abandonment of these two segments; however

" - prolonged negotiations to convert the Northern Segment into a federally-protected recreation trail have

' Ini April 1997, this portion of the old Greenville and Northem Railroad was purchased by the South..
‘Caroiina Central Railroad Company, Inc. ("SCCR"). Negotiations for the sale of the fine have been
conducted with Railtex, a Texas Comoration. Railtex's affiliation with SCCR is not clear at this point.
" 2 gee the map attached hereto for the exact location of the Southem Segment  To the extent that the
. .3.29 mile portion of the rail comidor does not curently appear to be under consideration for immediate .
. ‘purchase or development by any party in such a manner that could destroy its future use as a raft fine,
. this segment will not be discussed in detail in this memio, ’

.Haynsworth,'Marion, McKay, & Guérar& L.L.P.
P.O. Box 2048 Greenville, SC 29602 (864) 240-3200 Fax: (864) 240-3300
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axtended the effectiverdste of the abandonment uriti:Apiil 30, 1988, If thesa negotiations-should fall to
result.in the preservalion of the Northem Segment for frail use, this ralt corridor, currently under the
> 'control of Ralitex (undess specifically stated ctherwise, the South Carolina Central Raflroad Company
- Inc.; the. Carolina Piedmont Division-and Raiitex shall hereinafter be referred to as *Railtex”)’, could be. .
. developed or used in such a manner so as to forever preciude its use as a rail transportation line. To
- :theextent-that the Gounty is intefeltéd In preserving the corridor constituting the Line for use as a
- commercial rall line, 2 light rail system, or both, then serious consideration should be paid to the =
- pending abandonment of the Northemn Segment. This memo will describe the status.of the Northem. - - .-
- Segment, the interest from various parties in its fiture and some altemahvecoursesofacﬂon avallabla L
. to the County. A . -

: R@’d"i'q:"n‘ﬁ Ve ‘.-'m\:m_sb . \-«:w- ‘“" : . R Lo
. o 2 ADMINIS'I'RATNE mocEEDINGS THRDUGH THE STB AND RAILS TO TRAILS CONSERVANCY ’

T On Decerviber 12, 1997, RaitexﬁledmmmeSTBapebﬁonbrheabandonmntbfﬂle Northem_ ‘
" Segment and the Southem Segment. AwordingtoRamex.merawemnoraIl shippers located on the

“- - Northem Segment and no train had operatad on the fine since 1993°. Further, thae:dremely poor - -

;" condition of the Narthem Segment required significant rapairs in order to restore rail service.® By decision "

- gefved April 1, 1908, the STB approved Railtex's petition for abandonment of both segments. No
S pmmtsormminopposiﬂontoheabandomntmmlvedﬁomanypanyinlhaﬁmealblted'
-, for such actions. Ofers of financial assistance to'aflow rail service to be continued were due by April 10,

.. 1988. No offers wema received by the STB. Although some concems were raised that Railtax may have -

- conductedmaabmhnmntpmceedlngshbadfalmbyfalﬂngtonoﬂfypotenﬁalshlppetslomtedmme‘

orthern Line the Northern Segment, this fim’s research and corespondence with STB counsel * .

" heve Wsmmmmmmmwwmwmausc”
10003 et seq 1998, Rajltax potified the STB of Is intent to file for the abandonment of the:

. remalnlng 95 Northem Line; To.dats, nofwmalpetiuonfumatporuonnasbam-y

Tbeabanmﬁwas schedubdbbeoomeffeqﬁveonMay1 199& buton Aprll21 1998 .
T e Railstrallsconsavancy ('RTC") flled a request for the issuance of a notice of interim trall use
" under the Natipnal Tralls System Act (the *Tralls Act’). By decision. served May. 20;-1998;-the STB

" |rnposedaha1usawndnlononmeabandonmentalbwhgﬂ1emandRallte)cSOdayswnegoﬁatea
.- trail usa agreement. Subsequenly, by decision served-August 4, 1998, the STB extended: the time for .
- »" negotiations to October 31, 1998, Mogohaﬂonscunﬁnuedandalocalsupporterofmaﬁaﬂsmt.smd- .

- Wyche, became Imvoived with the project. in'October 1998, the STB, citing its position against extension -
periods exceeding 90 days except for good cause shown, granted a third extension for negotiations until
. Apﬂlso 1998. lfﬂleRTCandRaiwxamsbbbmad\akaﬂuseagreementmeNm&xemSegmemmﬂ. .

ch S As mntbnedhmmone. RailtaxbnegoﬁalhgthaéalaofmeNormem LlnaandthaSouihem
"' Segment. A titis search would be required to determine whether Railtex maintains any direct . . - '_
" ... ownership interestin the Northem or Southem Lines. TheGreenvﬁleCityA&omey’somoeundmokb' .
.. acecomplsh this task sore time ago, but mestaMSofmatbody’spmgressnsuncedaln - -
.- * The effect of abandonmment, with no reservation of a public use condition, wou)dallowtheownerofthe; :
- railline complete discretion as to the disposition of the property. meposslbilltywouldthmansem e
.10 the rail corridor could be developed In such a manner as to preciude the its future use as arail e, -~
- -_‘?(‘;‘Mﬂ’enoshlppemmwnenﬂybmwdonmeNoMSegmentonewmpany PaperCuuel‘s,lnc S
" .- owns properly along the Northem Segment and has expressed an interest in developing its property ..
. @nd shipping on the Ine, f restored. in fact, Paper Cutters, Inc. currently operates along the -

"' approximately 9.8 mile portion of the Northern Line above the Northem Sagmentanddamsan'eb'dsﬁng: o

" need for-rail service at that location.

- % Repairs ta the Northem SegmentandtheenﬂraNorhem Line will be expensive. For example. ina-

" letter o Mr. DozierBrooks dated January 29, 1 jltax’ Estate Director, Todd .
- estimated $300,000 of expenditures fo repair only the bridges along entire Northern Line.
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" of rafl service. In the meantime, the right-of-way may be converted into a recreational trall,
- RAILTEX PROPOSALS TO INTERESTED PARTIES. - = .- .

. Segmenthave all expressed interest in the disposition of the Northem Ling’. In a recent letier addressed.
" to Mr. Dozler Brooks dated January 29, 1999, Raftex offered 1o sell the Northem Line for $750,000. A
" recent appraisal of only the Northern Segment valued that two-mile strip at $224,000.° Mr. Wyche has

" and the owners of the other companies along the Northern Line appear wiling to cooperate with any and
" sale of the 3.29 mile Southem Segment for no less than $2,000,000. The inflated price for the Southem

- " Southem Segment by any outside parties, hawever, it must be noted that Railtex will be free to develop or -
- dispose of this property as it chooses after April 30, 1899. ) ) : -

ISSUES SURROUNDING THE RAILS TO TRAILS GONSERVANGY (RTC) -
- in"order to allow for the possible implementation of interim trall use/rail banking through the Trails Act,

"*Raitex has apparently stipulated that it will agres to continue negotiations with the RTC so long as a
" buyer for the Northern Segment Is found. Therefors, Brad Wyche, president of Upstate Forever and

‘Segmeit, itis quite possible.that Mr. Wyche, thrpugh the Investors will purchase the property for trail use.

" service at a later date. Under the Trails Act, the owner of the rall comidor generally controls the right to” .

" Cutter’s, Inc., Air Products, Inc., Scotts Company, Groome & Assoc., Inc., and Industrial Metal. |~
Processing. .

18128 FAX 8032548874 JOHN 'S STMHONS @ood

be rall banked underthe Tralls Act, which wil preserve the right:Eway for the possible future résumption

. TheCilty of Gréenville, the Greenille Chamber of Commetce; the South Carolina Depéitient of
Transportation and several of the companies currently located on the Northem Line above the Northemn

informed me that Railtex will sell the Northem Segment for this appraised price. Randy Mathena,
president of Paper Culter's, Inc., has recently indicated the willingness of the companies located above
the Northem Segiment to negotiate financing for the upper 9.8 mile portion of the Northem Line. Mr.
Mathena expressed his belief that these companies could arrange for the purchase, repair and operation
of the 9.8 mile portion of the Northem Line without the County’s assistance. Additionally, Mr. Mathena

all efforts designed to bring fight rail service, commercial shipping and/or trall use to the Northem Line.
" In a separate deal, or as part of a package with the Northent Line, Raitex has also proposed the

Segment, while not fully investigated, is most likely due to its superior condition as compared to the
Northern Segment and the potential for generating substantial revenues through heavy commercial traffic
on the line. There does not appear to be any current interest in'the acquisition or development of this

}

" .- As previously mentioned, the pending abandonment of the Northem Segrrient has-been delayed

Chairman of the Board of Directors of the Department of Health and Environmental Control, has been
soliciting groups of private investors (the “Investors”) to purchase the Northem Segment and operate it-
under the Trails Act In the event that the County is unable or unwilling to purchase the Northem

-If the Investors successiully purchase the Northermn Segment; it is far from certain that the Tralls
Act would provide a simple mechanism for the County to reclaim the rail corridor and reestablish rall-

restore rall service. In this situation, the Investors would ‘hold title to the Northem Segment and could,
perhaps, grow to oppose the restoration of rail service through.the Northem Segment Several.
conversations with employees at the RTC have confirmed the possibility that such a situation could arise -
and recommended that the County take ownership of the rail comidor as a means of praventing the
problam. The inabillty or unwillingness to take control of the line today could cause the County enormous

7 The companiss located along the Northem Line above the Northern' Segment inciude: Paper

® This appraisal dated July 20, 1998 was prepared for the City of Greenville by the Robinson.
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isxpenss arid cHfculty I the evert hat festration of falt sérvice through the Northemi Segments desirad
" in the future. . , .

e _ Another potenhal ssue- surrounding the Lise’ cf ‘the Northem Segment asa recrealional trall has .
" been voiced by Pat Haskell-Robinson, the Greenville Chamber Transportation Committee. chair. Ms. -
Haskell-Robinson fears the public outcry that could arise when a public body atiempts to recialm popular -
.. . recreational lands for conversion into non-recreational uses, I the Northem Segment gains community- :
..~ wide recognition and popularity as a recreational trail, then any attempt to convert the-property back o a'.
" rafl ine would suffer defeat at the hands oﬁhaccmnunny Allowing the Northem Segment 1o be:used as

_.oouldonlybehadatmwaomlnaryoost N

S 'COUNTY ALTERNAT‘IVES

-~ ‘«Atmispnlm.fhemmaﬂeuimree 3)&sunctaltemahvesavaalab1ewme(:ounty Thesa- -
altamaﬁvascnnbesummaﬂzedasfoﬂm . . . '

. My 'rhacounw cantakanoadbﬂ in th!s mauarand ﬁskenher (a) the pennanent :
-.Imofthe Norlhem Segment -arid perhaps the Northem Line as a potential location. for rai! .
- servica, running through the County .from:Travelers Rest-to Laurens, or. (b} incumring the
extraordinary. expense and dimnuny Invo)vud n reacqulrlng the Nonhem Segmentfmm a private
L parly ata. Iaterdatn s . )

- @) Ths County eoul;l pufehasa |he Noﬂhem Segment ﬁom Ralltax for szzauoo .
vandplaceﬂ\eoom:!orhﬂwehanuselmn banking system under the Tralls Act until such time as it
. . ".-decidés to restore rall service ta the area. .If the County pursues this aitemative, it would be -
..+ - responsible for the managsment of the Northem Segment under the Tralls Act. Perhaps suitable
- nianagement for the recreational area could be' obtained through the assistance of Brad Wyche

. . ; and Upstate Forever. If the County !s unwilling to fund sither the purchase or the management °
-, of the Northem Segment, parhaps other sources of funds could be abtained through the various

‘the Northemn Line could prevent ariy. such soiicitation of funds; however, at such time-as Raittex .
decides to abandon-further portions of theLine, -attempts to obtain funding Imm aemnative
sourcescouldbepumued and: . . . .

: , {'.,(3) mCountycouldandinpttopurchasahaNorﬂmmSegment 'Raiiaxfbr'f
-$224000wrthn|nenlamgabaﬂuseagreementwm|mRTc. In this way, control over theral -

County to act quickly and decisively could eliow Brad Wyche and the Investors to consummate -
the purchass of the rail corridor. Thispma\emnevshlpgmupcourdmaﬁepmblemsimﬂarto
Mosedasaibedlnltemﬂ)abave : : )

Ifihe couhty desires o plrscs’ altemabves (2) or (3) desedbed move,mt:uunly must
. begln t-act as soon as possible. Suitable-Appropriation and Acquisition ordinances niust be draned and
- -approved for the purchase of the Northem Segment. These ordinances would require three readings and. -

. & public hearing. Title work to the property must be:completed before consummation of any-rea! estate

.1 the Tralls.Act, a trail use agreement.in form.acceptable to both the STB and RTC. must.also.be -
" ... negotiated. If work begins during the first week of March, the entire process could be coinpleted before -
-, April 30".... However, recent conversations with. both: STB and RTC officials have ‘indicated: thair

L ,wﬂlingnessmgrantoneﬂnal extension beyond the currerit April 30™ deadline in order to finalizaa trail use .
agreement.. Prior to granting such an extension, Caunty Councit would be required to provide a’signed

. a recreational trail could potentially be tantamountb giving it away and once k:st. such a nght-of—way N : Lo

parties interested in this endeavor.. Tinte constraints related to this particular two-mite stretch of .

. cofridor could be maintained andheobﬁgaﬁonswmundlngmeoperauonofheNmmem;j',u .
" Segment as a recreational trail could be avoided. The risk, however, exists that the fallure of the ™~ -

" transaction betwsen the County and Railtex. If the County should agree to operate the property ander




. statament indicating its wilingness -and present intent: to- negoﬁatamgood falth with, Raitex for the-
--.. gcquisition and management of a rall comidor for recreational trail use until such time as restoration of rall
service is desired.
13301




Uy T708704 18130 FAX 8032548874 T

s
ol
ur
l
-
of
~
-t
r~
o
[
[

VRO LR I ]

e wems

18 gy .ﬂ.&p-m Wynuoprqy




19



. MAR. 10,1595 S:i3PM P2
' N E. £ NO. : 864 233 6277

FROM : ROBINSON COMPANY
+ FEN-17-81 18:23 FROM:RAILTEX 1D: 21084 18287 PAGE  1/B

4040 Broadway, Suite 200
San Amonio, Taxas 78209
Phona: (210) 8417800

RAILTEX
PACSIMILE TRANSMISSION COVER SHEET
" RETURN FAX ‘B (210) 841-8207

PLEASE DELIVER THE FOLLOWING PAGESTO:
wave: At~ Haskell ol iwged
PAX NUMBER: €6 335~ 90924

Pron: _1add Cegal

DATE: +] 12 [qq NUMBER OF pages; __ &
(NOT INCLUDING THIS COVZR)

COMMENTS:

OPERATOR: sgﬁ____ SENDER PHONE NUMBER: (21 8a1 - 6N 2

This Traasmission is intended only for the addressse, it may contain privileged
or confidential Information, Any usathorized disclosure is strietly prohibited,
I you have recelved this transmission in ervor, please sotify us immediately so
that we may correct our ansmission. Thank You,

W

’__'__—___



"t WAR-10'99(WED) 16:36  GR. .VILLE CHAMBER OF GOMMERGE TEL:. . 282 8549 P. 002

APPLICATION FOR STATE FUNDED RAIL DOLLARS

The intent of this application is to request $500,000 from the South Carolina
Department of Transportation 100 Percant Stats Funded Rail Dollars allotment
approved by the Commission in December 1988, for the purpase of railbanking rights-
of-way in Greenville County for future use. Funds awarded will be used in conjunction
with local funds and may be used for environmental studies in addition to rights-of-way

purchase,

DATA

Rall rights-of-way to be purchased are located in Greenville County and can be
identified by the following milepost markers:

Section 1— A segment of the South Caralina Central Railroad betwoen _
mileposts AJK 586.34 and AJK 588.83 to the east of the City of
Greenville from Highway 291 to the City of Mauldin at the Genaral
Electric Plant rall epur. (Approximately 3.29 miles)

Saction 2 — A segment of the Greenville and Northern Railroad between
mileposts 0.0 and 2.0 in the City of Greenville, extending northward
to Highway 183/Ceder Lane Road. (2 miles)

Section 3 - A segment of the Greenville and Northern Rallroad between
mileposts 2.0 to 11.0 from Highway 183/Cedar Lane Road north
through city of Travelers Rest. (9 miles)

Abandonment proceedings were bagun in April 1868 an Sections 1 and 2. The
negotiation period on these fines will expire April 30, 1999, Section 3 is a continuance
of Section 2 and has basn included as a package offered by the present owner.
Abandonment procesedings have not begun on Section 3,

The County of Greenvilie, South Carolina, by ite governing Council, will be the
responeible party for this purchase and may be contacted by using the following

information:

Greenvills County Council

Attn: Dozier Brooks, Chairman
301 University Ridge, Suite 100
Greenville, SC 20601

phone, 864.467.7115

fax, 864.467.7358




"t AR -10° 99 {WED) 16:36 GRL. VILLE CHAMBER OF COMMERGE TEL:§.. 282 8549 P.003

APPLICATION FOR STATE FUNDED RAIL DOLLARS
February 26, 1999
Page 2

WORK DESCRIPTION

The need for action regarding multi-modal fransportation planning is becoming more
svidant as roads and highways across the state become increasingly overburdened by
rising numbers of vehicles. Thera is a situstion in Greenville County that, if ignored, will
only add to thie congestion. Greenville once had a functioning rail aystem on a line that
began near the town of Slater-Marietta to the north and continued south through the
current municipalities of Travelers Rest, Greenville, Mauldin, Simpsonville and Fountain
Inn and on to Laurens, Newbeny and Columbia. These lines are currently known as
the Greenville and Northam and the Piedmont Northerm/Sauth Carolina Central,

raspeactively.

Over the years portions of this line have bean purchased and, in some cases,
abandoned. This is a situation that unfortunately has occurred in Greenvilis County
twice in the paet. Thosa two portions of rail lines are located north of Travelers Rest to
Blater-Marietta and from The Peace Center/Linky Stone Park to Highway 281 through
the Clty of Greenville. They were abandoned and subsequently broken down and sold

in pleces.

RailTex, a Texas company, owne two more sections of rail line that are currently at risk
of abandonment. Tha first section starts behind the Peace Center at Linky Stone Park
and extends north to Highway 183 in the Berea Community; the second section runs -
south from Highway 281 in the Ciy of Greenville to the spur at the GE plant, just south
of |-88. These sectiona are part of a larger system that crosses our county and
connects us to the rest of the state and the Port of Charleston. Businasses along the
sections in danger of abandonment are very interested in the lina’s Immediata use for
transport of finished goods, as well as the dellvery of needed supplies for production.
The potential use for passenger travel should also be considered. These corridors
must be preserved to establish an altamafive to highway transportation in the county,

The Greenville County Council proposes to purchase these lines, taking titie in fee
simple and/or rights-of-way easements, in an attempt to preserve the lines for future
fraight and passenger use. RailTex has made an offer to the County 1o sell these two
sagments, plus the nine mile continuance of the Gresnville and Northern Rallroad
(mileposts 2.0 to 11.0) for $2,750,000 ($750,000 for the Greenville and Northern
Rallroad and $2 million for the 3.29 miles of the South Caralina Central). This price is
substantially higher than appraisale performed by the City of Greenville and thersfore
will be negotiated. Monies received from SCDOT, the County of Greenville and local
municipalities affected by the line will contribute funds to the final selling price. This
final price may include environmental mitigation studies and activities, whsra required.




"t MAR, -10° 99 (WED) 16:37 GR. /ILLE CHAMBER OF COMMERCE TEL:¢ 282 8349 P. 004

APPLICATION FOR STATE FUNDED RAIL DOLLARS
February 26, 1999
Page 3

The Division of Mass Transit for the SCDOT has been kept informed of these
negotiations and will be nctifiad when an agreeabls price is reached. It is the intant of
the Greenvilie County Council to work with the SCDOT Division of Mass Transit to
determine the best use for these segments once pressrved.

Please contact me if you have any questions or comments reganding this proposal.
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County of Greenville

" .. At Your Service”

Gorald Boals
County Administrator
Phone: (864) 467-710%

COUNCIL MEMORANDUM #99-127

TO: Dozier Brooks, Chairman, Greenvilte County Council
Members—Greenville County Council

FROM: Gerald Seais, County Administrator
SUBJECT: Railroad Right-of-Way Acquisition

DATE: March 31, 1999

Pec: _ Jay Tothacer, County Attomey
Rebecca Davis, Clerk to-County Council

Issue
This memorandum serves to summarize and outline the process the County has followed/will follow with

regard to the railroad preservation and right-of-way acquisition of two rail line corridors segments owned by
South Carolina Central Railroad Company, Inc. These two segments include:

1. the former Greenville & Northern Railroad (G&N) running generally between downtown Greenville,
along the Reedy River, and northward to Travelers Rest. It begins near Westfieid Street, in the City
of Greenville, and extends to the northwest for a distance of 10,290 linear feet or 1.95 miles toward
Cedar Lane Road. (Greenville Tax Map Sheets 54, 55, 56, 138, 140, and 141).

2. 3.29 miles located between North Pleasantburg Road and a point just north of the General Electric
lead track in southeastern Greenville. This is the Carolina Pledmont Division Raiiroad Corridor
segment, formerly known as the Charleston & Western Carolina Railroad. it begins just south of
SC 291, in the City of Greenville, and extends to the southeast for a distance of 18,100 linear feet
or3.42miles.’ The total estimated area of the corridor is 77.128 acres. (Greenville Tax Map Sheets
282, 283, 258, 263, 273, M10.1, M10.3, and M10.5.

The following summarizes what County Council has accomplished up to date.

Background

Septernber29,1998:  County Council passed a resolution wherein Greenville County Council agreed that
a need exists-to preserve rail line corridors. In addition, County Council agreed to
participate in establishing a comprehensive plan for rail preservation in conjunction

" with municipalities and business along the routes, as well as the South' Carolina -
Department of Transportation.

"The appraiser determined that this segment is 3.42 miles instead of the'3.29 miles that Railtex reported.

MWOMUMWOlnthuOGmﬂﬂe,&CMl-}#&iOFu(ss‘)4o7-71g
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Council Memorandum #99-127
Rallroad Right-of-Way Acquisition
March 31, 1999

Page 2

October 20, 1998: County Council stated its position regarding the preservation of rail lines and
requested that the Surface Transportation Board and the South Carolina
Department of Transportation reconsider any application to abandon railwaysin the
County of Greenville.

‘December 1, 1998: County Council approved $5,000 to carry out a comprehensive transportation study.
January 1999: Chairman of County Council Dozier Brooks met with representative of Railtex of
San Antonio, TX to discuss the sale of the rail lines.

March 18, 1999: Chaiman of County Council Dozier Brooks comresponded with SCDOT Executive
Director Elizabeth Mabry and requested funding assistance for $500,000.00 of the
100 Percent State Funded Rail Dollars. Monies received from this allotment will be
used in conjunction with county dollars to purchase, thus preserving, the two
segments.

-

Status of discussions
Itis my understanding that Railtex is prepared to sell all of South Carolina Central Railroad’s assets between
downtown Greenville and Travelers Rest (former G&N) for a net cash consideration of $750,000. These
assets consist of an approximately 11.75-mile segment that inciudes the former G&N Railroad (1.95 miles
segment for which the appraised value is $224,000.00, see below). Neither the County nor the City of
‘Gresnville has done an appraisal for the additional 9.8-mile segment. According to Railtex, these assets
would include all land, track and other track materials currently in place along the right-of-way. In addition,
the purchaser would assume all railroad common carrier shipping obligations, along with the estimated
$300,000 of expenditures to repair the G&N bridges. ’ '

In a separate deal, or as part of a package with the G&N property, Railtex is also prepared to sell the entire
3.29 mile lang segment in southeastern Greenville for a net cash consideration of no less than $2,000,000.
With the purchaser assuming all railroad common carrier obligations.

Railtex also indicated its willingness to sell is contingent upon the achievement of substantial progress
toward closing prior to April 30, 1999 due to the fact that Surface Transportation Board approval wouid
be necessary.

These selling prices are more than the appraised value. The Robinsan Company of Greenville, Inc. (RCG)
submitted separate appraisals for each segment to the City of Greenville. RCG estimated the market value
of the segments in Fee Simple Interest, as if abandoned, and in "as is” condition as follows:

1. Former Gresnville & Northem Railroad (1.95 miles segment)
(Greenville Tax Map Sheets 54, 55, 56, 138, 140, and 141)
(See Attachment *A” — July 9, 1998 Appraisal) $ 224,000.00

Note: On October 29, 1998, Mr. A. Keith Batson from the Robinson
Company submitted a letter to the City of Greenville with the
following clarification (see attachment "B”):

“The value estimate I gave in [the] report was $224,000. Ifthe
cost of removing the track materials, bridges and trestles is
subtracted from the value estimate contained in [the]
appraisal, the net liquidated value of the subject railroad
corridor segment becomes $199,000, rounded.”
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Council Memorandum #99-127
Railtroad Right-of-Way Acguisition
March 31, 1999

Page 3

2. . Carolina Piedmont Division Railroad Corridor segment,
formerly knowri as the Charleston & Western Carolina Railroad.
(3.29 miles segment) (Greenville Tax Map Sheets 282, 283, 258,

263, 273, M10.1, M10.3, and M10.5). . - :
(See Attachment “C" — August 21, 1998 Appraisal $ 937,000.00

Total Appraised Value for
the 1.95 miles and the 3.29 miles segments  $1,161,000.00

The issue is whether Council wished to appropriate at least $1,161,000.00 to acquire these railroad line
comridors. Although Railtex indicated a willingness to negotiate the price, Railtex may ask for a price higher
than the appraised value and closer 1o the price established in their offer which is:

1. Downtown Greenville and Travelers Rest (former G&N) $ 750,000.00
2. Carolina Piedmont Division Raifroad Comidor segment
(track located southeastern Greenville) * $2,000,000.00 .

Total Railtex offer $2,750,000.00

In addition to the acquisition cost, County Council would have to appropriate funds tg assume railroad carrier
shipping obligations for both segments plus the estimated $300,000 of expenditures to repair the G&N
bridges. Should the County be the operating entity, these expenses would include (see Attachment *D"):

Existing Annual Revenues $135,000
(45 carloads per month at $300 per carfoad) :
{(Would increase as business develops)

Estimated Annual Expenses $250,000
(Includes labor, locomotives,.car hire, etc.)
(Assumes 2-day service anly)

Required Bridge Repair i $300,000

Required Miscellaneous Track Upgrades :$100,000 - $150,000
(Lump sum on the former G&N)

However, Mr. Robert Svets from the Haynsworth Law finn and Ms. Pat Haskell-Robinson have indicated that
the Caounty may fease the railroad to a company and make that company completely responsible and liable
for the repairs, operation and maintsnance of the lines. If this would be the case, an agreement should be
drafted in such a way that would allow the County to be free of any liabilities that may arise from an accident
also. .

In addition, Mr. Svets has indicated that Railtex claims that the company owns the land beneath these tracks;
however, the City of Greenville searched the County's records and was not able to establish that indeed
Railtex awns the land. 1 is the recommendation of Mr. Svets that a title search be conducted to determine
who owns the land. This may involve an tremendous effort as the research would include searching records
of adjacsnt properties 100.

Source of Funding
Thé County will fund the purchase through the unrssecrved fund balance (supplemental appropriation).
Private sector organizations along the G&N corridors have also indicated their willingness o contribute;

002356
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Railroad Right-of-Way Acquisition
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however, the amount has not been determined yet. If approved, grant monies from the SCDOT "100 Percent
State Funded Rail Dollars™ will be also used toward the purchase of the railroad corridors, the County
requested $500,000.

The following is an outline of the process the County must follow o accorﬁpiish County Council directives.
Process :
To accomplish Council desires to acquire these railroad right-of-ways, the County must follow the usual

procedures:

. County Council intergovernmental Relations and Finance Committees must consider and discuss
the following matters:

> purchasing of railroad right-of-ways,
> appropriating funds, and
- authorizing the County Administrator to enter into discussions with Raiitex to negotiate

the sale price and into a purchase agreement. f

. County Council must pass ordinance authorizing purchase, fund appropriation, and negotiations.
Ordinance must follow schedules to be approved at Third reading. ’

. Council should discuss this item in executive session.
if you have any questions do not hesitate to contact me.

In the Spirit of Excellence,

~ 2,

Gerald Seals, County Administrator

002357
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BSA PATRICIA HASKELL-ROBINSON XMAX(2/2)
Page S Page 7
Q)] minutes date back to June of 1999 when the board was 11 A. Not that I know of.
2]  created? {21 Q. Did you-all seek any or pay any consultant in that
131 A. Ibelieve they do. 31 area who had expertise in the operation of the rail
4) Q. Fair enough. And, again, we'll request those [« line?
51 through counsel, so we'li follow up on that. Mrs. [S] A. You know, I can't —1don't remember. No, I don't
6l Haskell-Robinson, I've seen some newspaper articles 6} - 1 don't think so, but I wouldn't be positive of
Y] from the past about establishment of the rail line, ly} that. I don't believe so.
8 etcetera and some of the plans for the County. Wil 8] Q. Yes, ma'am. Okay. How about — what, if any,
9} you tell me just generally your initial involvement ] appraisals were conducted of the land and/or the
[10) in this project and how that came about? (] equipment prior to the purchase in 1999?
[11] A. We - we were interested in preserving the line. {11] A. The line had been appraised.
{12] Q. Okay. And about what time do you think you became [12] Q. By whom?
[13) involved in that process? {131 A. By my husband.
{14] A. From the beginning. [14) Q. And do you know generally when that was?
(151 Q. Before the Corporation was actually formed? [15) A. No. It must have been sometime in *98, '99,
[16) A. Yes. (6} somewhere in there.
[17) Q. Who were some of the other community leaders who {171 Q. And what's your husband's name?
[18) were involved in that process? {18} A. James Robinson.
[19] A. The Chamber of Commerce. [19) Q. And is he part of The Robinson Company, were you-all
[20) Q. Any individuals in particular that you can remember 20) -—
21 who were Chamber members? {211 A. He assigned it to one of the appraisers.  don't
22) A. Well, it was - let's see. All right. David Brown [22) remember which one and it was done prior to us
23] who was then the president; Max Metcalf who was then 231 discussing this. It was not done for the purchase.
[24) — what was his tie. I can't remember his title. 241 Q. Okay. What was the purpose of it and what was it
[25] Q. That's okay. i2s) done for?
Page 6 Page 8
[1) A. Brandy Birckbichler who was his assistant. I think {1} A. They were simply asked to appraise it. I don't
[v)] she lives in New York. Gerald Seals. 2 know.
3] Q. Was he the county administrator at that time? 131 Q. Is your husband an M.A.L?
[41 A. Uh-huh (affirmative), uh-huh (affirmative). (4] A. Uh-huh (affirmative).
51 MR. WHITE: (5) Q. By whom was he retained to appraise it?
61 Yes or no? {6) A. Idon'tknow.
n WITNESS CONTINUES {71 Q. Do you know if he was paid for the appraisal work?
[8]1 A. Oh, yes. Yes. 8] A. .
9] Q. [caughtit, but sometimes it's hard for her to get, 91 Q. But you don't know by whom?
(10 so 1 appreciate that. During that process, did you [10] A. No,Idon't.
4]} have a lot of discussions with the County Council {11} Q. Did you have any invol in the selection of
[12) members about acquiring the line? [12) your husband as the appraiser?
[13}) A. No. {13) A. No.
[14] Q. Was there, for lack of a better term, a lobbying (14} Q. You don't even know who hired him?
(15) effort for the County to make the purchase? {1S] A. No.
[16] A. We were obviously interested in preserving the line f16] Q. Is that right?
un for future use. And I suppose there were [17]1 A. No, Idon't.
{18} compensations. (18] Q. And don't know who paid him?
[19] Q. Sure. Did you have any experience or expertise in (19 A. No.
120) running a rail line? 20} Q. So obviously you don't know the amount cither -~
21] A. No. {211 A. No.
[22) Q. Operation of 2 rail line, okay. Did anybody 122) Q. — that he received. Do you know the value of that
23] involved in that initial project, this is before the 1231 appraisal?
24) actual purchase of the line, have any previous [24) A. 1-Idon't know. I don't - well, let me say, I
[25) experience in the operation of a rail line? [29) don't remember.
CANNON COURT REPORTING 864 232-9517 Page 5toPage 8
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SCOTT CASE XMAX(6/6

° BSA
Page 21 Page 23
m issue the grant to preserve the lines, others may [8}] service and, as I recall, had not been for some
21 have and they may have come up with a different 2] time. And I know we interviewed several operators,
3] solution. So I've - it is true that those rights- 3] talking about the corporate entity now, my capacity
[4] of-way have been preserved. [4] as a board member, interviewed several operators to
{5} Q. When did you become a board member; do you remember? {5} ascertain the feasibility of restarting rail
[6] A. Two years ago, three years ago. I'd have to check ) 6] service. And the road block, of course, was the
N the record. 7 money needed to upgrade, repair, etcetera. So your
8] Q. Look back with me, Mr. Case. (8] question, the answer to your simple question, was
[91 A. Okay. [9) there a business plan written out, I've never seen a
{10) Q. And I think - is it 37 [10] specific business plan written out. But certainly
[11] A. Yes. (11} the entity, in my capacity as a board member, much
[12) Q. Under the background that Mr. Seals provided in his [12) of our efforts was towards re-establishing service
[13] memo, down there at the bottom where he starts 13) or at a minimum preserving those rail lines.
[14] talking about the resolution we looked at, the {14] Q. Okay. I understand. And that was during your
(15} bottom of the first page. [15) tenure as a board member —
{16] A. Right. [16] A. Yes.
{171 Q. He states that, "County Council agreed to [17] Q. Is that correct?
18} participate in blishing a comprehensive plan.” [18) A. Yes.
[19] Do you know if any comprehensive plan was ever [19] Q. And what would have all been sometime subsequent to

20 actually established? [20] the purchase of the line in June of 1999, correct?

[21] A. Well, Iguess it depends on what you define as {21} A. That's correct. That's correct.
[22] comprehensive plan. And, of course, this is his [22) Q. Do you know if any operators were contacted to
[23) characterization of the resolution. 23] discuss operating the line prior to the purchase?

241 Q. Well, let me ask you this, maybe it'll short circuit {241 A. Ido not know.
251 it; you can expand if you like. [25) Q. To your knowledge that was not done?

Page 24
(11 A. To my knowledge. But, again, keep in mind I was
2] pretty out of the loop given the position I had
[3] taken —

 Page 22

[11 A. Sure, sure.
{21 Q. Did you ever see any kind of written plan for the

3] operation of the rail line?

[41 A. Well - and as I read this, it says for rail {4 Q. Iunderstand.

[51 preservation. And there certainly have been plans. [5] A. - in the early stages.

6] Written plans, I don't know. But certainly there {61 Q. A few more questions about Mr. Seals' memo. On the

7 second page of it, December 1, 1998, there's a

7] have been multiple plans. In fact, I would say the
[8) reference to County Council approving $5,000 to

(8} mode of that corporate entity has been, since its

9 inception, the preservation of those rights-of-way. 91 carry out a comprehensive transportation study. Do
[10] Q. Right. . 10} you recall what that was for?
~N
A. Ido not recall.

[11] A. Evidences of that are grants we obtained to do (nn
[12) right-of-way title research. I mean, the whole [12] Q. Do you know to whom the $5,000 went?

(131 focus has been preserving those ~ those rights-of- [i3] A. Idonot.
[14] Q. Are you aware of any of the comprehensive

[14] way. Now, I guess a person could quibble over

[15) comprehensive, but, you know ~ [15) transportation study ever having been done?

[16) Q. How about, I know that says rail preservation and [16] A. Not today, specifically, no. I mean, it wouldn't

un you just talked about that. Do you know if there [nn surprise me that I might not have been pushing for

[18] ever existed any kind of business plan, written (18) that.

[19 business plan, for the actual operation of the rail {197 Q. Sure. .

120 line? (20) A. Because my concern of getting a study done, putting
[21) into context what the County was contemplating

[21] A. I'm not aware of a business plan. I'm aware that

[22} the corporate entity actually sought out the 22) undertaking, vis-a-vis the grant.

23] feasibility of re-establishing rail service when the (23] Q. On the status of discussions, Mr. Case, there's a
24) —when the corporate entity that the County granted 24} pretty detailed discussions concerning appraised
251 the money to acquired the rail, there was no rail [25] values, etcetera.
864 232-9517 Page 21 to Page 24

CANNON COURT REPORTING




23



R AN WN) e
>R

[N 20 S I NG T N6 T NG TR N Y
NAWN—CSOOVRNAAVHEWND ~O0
PO PO > 0> o ».

Page 9

Yes.
-- 50 it would be a separate entity of the County

and so they would run it from the Economic
Development Corporation.

Did you have any understanding as to the type of
entity or corporation that the Greenville County
Economic Development Corporation was going to
exist --

_ All'T knew was it was going to exist and operate
the rail.

Was there any funding provided by the Council for
the operation of the rail?

No. )

Was there any discussion at the time of the
acquisition as to how the operation was going to be
funded?

I can't remember, but the money did come from the
County to purchase it.

Yes, sir.

But I believe we paid a portion of that back. I'm
not sure.

And you say "we"?

The Economic Development Corporation. And also at
the time that we were talking about buying this or
purchasing it, we had different organizations that

o

e

o

>0»0»
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Page 11

Did you have any response from them at all or any
discussions?

I don't remember getting anything, to tell you the
truth.

When you say you wrote that as chairman, would that
have been chairman of the Council or chairman of
the Corporation or both?

Chairman of the Corporation.

[ think [ had seen or maybe somebody had told us at
one of the deposition that you and maybe some other
members had visited San Antonio?

I went to San Antonio, but that was in 1999 to ask
Bush to run for president.

Was that before or after the line was acquired, if
you remember?

I can't tell you for sure.

Did they have something similar?

Not as I know of. I didn't go out there, no.

You did not. I'm sorry, I misunderstood.

I did not go out there with the rail, no. I went
out there to encourage Governor Bush to run for
president. That's the reason | went out there.

Okay. ’

Gerald may have went out there. I'm not sure. I
can't say for sure whether he did or not, but he

>0

—
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Page.10

was going to come in and help us with funding of
this to operate it.

Tell me about that. What organizations?

The Chamber of Commerce for one. They were all
behind it. They were very much in favor of doing
this for the commuter rail. Mr. Groome and one
other fellow that had a business on the rail came
in and talked with us and indicated they wouid help
us in the funding to help get this rail going.

Operation or --

That's right. Help pay for it or operation,
whichever.

You had mentioned that there was some work I think
specifically that needed to be done on the
trestles?

Right.

What was your understanding how that was going to
be paid in connection with the purchase price?

We was going to have to find the money to do it.
That's the reason as chairman I wrote letters to
Duke Power, to the gas company, telephone
companies, because they use some of the taxes
locally without sending it into Columbia, to see if
they would help us fund some of this and never got
a favorable response.
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Page 12

did have some negotiations. !'m not sure if he
made a trip to San Antonio or not.

Have you ever met with any representatives of
RailTex? . L

Yes, sir. He came to Greenville County before we
bought that and talked about selling it to us for
about 3.7, or something like that [ believe it was.

A couple three million dollars anyway.

Okay.

I didn't have an interest at the price because we
didn’t have the money. When it was negotiated
down, we did purchase it.

Did you have any understanding, Mr. Brooks, at that
time, and I'm talking about 1999 when the purchase
occurred, as to what, if any, common carrier
obligations that the Development Corporation
assumed -~

No, sir, I did not.

-- and acquired? You didn't have any understanding
about that?

No, sir.

Did the Corporation seek any legal counsel with
regard to the legal requirements under State or
Federal law in assuming common carrier obligations?

I'm not sure they sought any. We had attorneys

3 (Pages 9 to 12)
609b3532-8d21-4fa0-968b-b00de865af84
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{  88/16/2098 12:21 770-464-8146 GREAT WALTON RR PAGE @2

‘ H The Great:WaI_:ton Railroad Co., Inc. H
O P"e% 1081 North Cherokee Road "7 ©0'®

Socia}_ﬂ,Ci‘fic':le, Georgia 30025

:(770) 464-0761

August 9, 2000

Mr. Gerald Seals

President

Greenville County Economic .
Development Corporation s

2 Insignia Financial Plaza v

75 Beattie Place

Greenville, SC 29601

Dear Mr. Seals:

The Great Waiton Railroad Company is preparad to place 8 locomotive in Greenvxlle for
service to the Greenville Northern 'customers. Service would initiaily be on an as peeded
basis and as volume increases or new'customers come on line, service would be adjusted
accordingly as well as the addition of another locomotive if necessary to handle the

volume.

The Great Walton Railroad Company pments thc cnclose&ﬁgures for your review
relative to the infrastructure unprovements that wzll b: reqmred on the Greenville
Northern physical plant. AR z )

For bridge repairs, the cost would- be$l99 982 90. Th.ts ﬁgure xsfor the following
bndgs (1) Norris Metal, (2) Whrtaker Warehousc, (3) Speclahy Shcanngs “@
timbers, caps (as needed), bracing (asnwded) ‘timber-in- Back walls (as needed), building
wing walls, cleaning drift from undcr aI] bndgw and changmg pﬂmgs.

For track work from MP 0.0 to Mpf -0 the cost:would'be:5700,390.00. This figure is
broken down on the enclosed’ Appendrx.A. For track: work fom Paper Cutters to end of
track at Travelers Rest, the cost wouki be $596, 655 50 Append)x B has the breakdown

on these costs.

Please review these numbers and advfs':c if j'eu ‘have any qvios:tions The infrastructure
improvernents listed are those that wonld have:to be'undertaken-to attain an operational
status conducive to regular operanans on the hnc for the customers involved and represent

002200
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August 9, 2000
Mr. Gerald Seals
Page 2

10 the best of our knowledge the costs that GCEDC would incur in the rehabilitation of

this line.

Your interest in the services of The Gmt Walton Railroad: Comapny are appreciated. We B,
look forward to working with your ofganization in the development of this fine and to the

opportunity of making the rail line a viable option for. the industrial development of the
area. If you need anything further or the can be of any other ass:stancc, please advise.

CZizuMiéﬂ

Charles D. (Dave) Bishop : .

Enclosures
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Warehousing/Cross Docking Cost

Frt/ Monthly [A/P Detall
Year Month Vendor Whse Total Payments/Yr o
1998|Jan-Dec. _ |Faucett F “$22,845.25
Pledmont F 7,975.00
Shaw Whse W b4,796.60
Welpack w $46,814.51
Sunland w $82,903.14
Bearden F $1,695.00
Dunk Pye F $5,000.00
1998|Total WIF AP $_172,029.50
1999|Jan-Dec. _ [Wellpak w 22 ,6869.62 |
Commercial _ w 27,930.61
Faucett F 23,375.00
Bilo F 14,410.00
c&C F 2,300.00
Pennco W - 9,893.57
Dunk Pye F 300.00
1999|Total IW/F A/P $101,078.80
2000{Jan-Dec. _ |Commerical w 6,617.56
Wellpak W 35,449.57
Faucett F § 30,063.50
Bilo IF $ __ 7,500.00
ZOOO#OUI $79,630.63
2001)Jan.-Dec. |[Wellpak w § 17,293.98
Penno w [ 320.36
DSl w § 1,965.98
Faucett F g 12,775.00
2681 [Total $ 3235532
2002]|Jan-Dec. _ [Wellpa w ) 18,939.93
eANco w 15,080.80
D8k W 100.00
Faucett F 25,296.37
2002[Total $__ 59.417.10
2003]Jan-Dec. Welipak w $ 5,153.00
Pennco w 507.63
Faucett F k 7,100.00
2003 Total $ 12,760.63
Grand Total $ 457,271.98
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VERIFIED NOTICE OF EXEMPTION
DEPARTMENT OF TRANSPORTATION
Surface Transportation Board

STB No. AB 490 (Sub-No. —X)

Greenville County Economic Development Corporation (GCEDC) is seeking to
discontinue service on its Greenville and Northern (G&N) Railroad Line (the “G&N Line™).
GCEDC proposes to consummate the discontinuance of this service on or about July 14, 2003.
The discontinuance of service on the G&N Line is exempt under the requirements of 49 CFR
1152.50, s no local traffic has moved over the line for at least two years, any overhead traffic
can be rerouted over other lines, and no formal complaint has been filed by a user of rail service
on the line. No actual traffic has moved over the G&N Line since 1993 because one of the :
bridges partially washed out and the line is in extremely poor condition. See Surface
Transportation Board Decision, STB Docket No. AB-312 (Sub-No. 2X), Mar. 30, 1998. A copy
of this decisjon is attached hm:t-o as Exhibit A.

GCEDC is seeking funds to repair the G&N Line, and if successful, GCEDC intends to

u}akc such repeirs and to seck authorization from the Surface Transportation Board (the
“Board™) to renew rail service on the line. The G&N Line infrastructure is in need of repairs at
an estimated cast of approximately $8 million. The needed repairs include structural upgrades to
seven structures/bridges, clearing and grubbing 52,000 lineal feet of rail right of way, several

thousands of cross ties, 103,500 feet of #100 rail, and 28 road crossing upgrades among others.

A report containing a statement of the needed repairs and their estimated cost is attached hereto

" FILE FEE RECEIVED
"JUN 3 O 2663 TJUN 3 ¢ o

;TE O

=g SURFACE

AT 1 S AUADARTATION AT



GCEDC is a common carrier by railroad subject to 49 U.S.C. Subtitle I'V, chapter 105.

As discussed above, GCEDC secks Board approval of a discontinuance of service on the
line. GCEDC does not desire abandonment of the line.

In compliance with 49 CFR §1152.22(a)(4), a detailed map of the subject line is attached

. hereto as Exhibit C.

Comrespondence in connection with this notice should be sent to Phyllis Henderson,
President of GCEDC, at the following address:

301 University Ridge, Suite 2400
Greenville, South Carolina 29601

The G&N Line runs from the City of Greenville, South Carolina, at mile marker 0.0 to
the northern limits of the City of Traveler’s Rest, South Carolina, at mile marker 11.8, for a
distance of 11.8 miles. The G&N Line runs through United States Postal Service ZIP Codes
29690, 29609, 29613, 29617, 29611, and 29601 in Greenville, South Carolina and 29690 in
Travelers Rest, South Carolina.

GCEDC is seeking a discontinuance of service, not an abandonment of the G&N Lize.
Thus, the information required in 49 CFR 1152.22(e)(4) is not applicable in this situation.

This action is exempt from the environmental and historic reporting requirements
contained in 49 CFR §§1152.22(f) and 1152.20(d)(2). The proposed action will not exceed the
thresholds set forth in 49 CFR §§1105.7 and 1105.8, since the line has not been operational for
approximately ten years.

Since GCEDC has no employees and the line has not been in operation for approximately
ten years, there will be no railroad employees affected by the proposed action. Thus, it is not

necessary for action to be taken to protect employees. However, if GCEDC learns of any




employees who will be affected by the proposed action, it will take appropriate steps to

adequately protect these employees, including those measures set forth in Oregon Short Line R.

Co.-Abandonment-Goshen, 360 1.C.C. 91 (1979).

A Certificate of Service is attached hereto as Exhibit D, in compliance with 49 CFR

§1152.50(d)(2).

e ———— e,



VERIFICATION
STATE OF SOUTH CAROLINA
COUNTY OF GREENVILLE

knowledge of the facts and matters relied upon in the application; and that al] representations set

forth therein are true ang correct to the best of her knowledge, information, and belief,

Subscribed and sworn to before in.and for the State and County above
named, this /5 day onL? 2003,

My commission expires /o -3/-20/2. .
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GROQME 6’
Associates Inc.
PAPERBOARD CONVERTERS

Post Otfico Boa 729 = Taveiars Rest, ST 23690

June 26,2001

Greeaville Counry Council
Cl/o Mr. Gerald Scals

30} N. Main St.
Greenvills, S.C. 29601

Mr. Brooks,

T would ke to mevt with the Executive Board of The Greenville Comxy Economic
Development Corporation to have an open “non binding” dislogue concerning the rail
service 10 Groome Paperboard. Wa own the bujlding, or would have moved asap
allowing you 10 land bank the kine unti) there was need,

Dozier, I am very ouch in a hind and would ke to resolve this matter as expeditionsly
s possible, at the lowest cost for all pardes concemned.

1 look forward to hearing fom you as soon as you can set this up. 1 will make myself
available upon request.

1 thank you in advance.
Cordially,

13 Pemiey Cucie » Smervite, SO 26517 » £77.200-471> » B54-294-8007 o Fant B64-294-3A8
e-mak: s Jrsonoiger Sanl.com
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THOMBLEY & SIMMONS, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
" SurE 100
308 LAWRENCE STREET
MARIETTA, GA 300€0
PHONE: (770) 4231234
FAX: (770) 423- 1 @42

MEMBER
AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS

- December 8, 2003

Mr. Lee Groome, Chief Executive Officer
Groome & Associates, Inc.

VIA FACSIMILE

Dear Lee,

idoo2

MEMBER
GEORGIA SOCIETY OF

CERTIFIED PUBLIC ACCOUNTANTS

I have completed my analysis of losses inbi.irred by Groome & Associates, Inc. and you, as they

relate to the operations of the company.

These losses may increase with further analysis.

During the period of time from December 31, 1997 to July 31, 2003, losses to the company and

to you are estimated as follows:

Lost Net Income & Operating Losses to the Company $
Salary Reduction to You Personally

Office Rent Reduction to You Personally

Profit Sharing Plan Elimination

Additional Freight Costs

Income Taxes and Penalties on Premature Profit

Sharing Withdrawals Paid by You Personally

Total Losses Through July 31, 2003 $

Additional Losses for the Four Months Ended November 30, 2003

Total Losses Through November 30, 2003 $
Respectfully submitted,

A

S. Thombley, C
ombley & Simmons, P.C.

JST/mla

1,419,358
1,083,467
447,000
281,550
0

140,271

3,371,646

166,356

3,538,002

Schedule 1
Schedule 2
Schedule 3
Schedule 4
Schedule 5

Schedule 6

Schedule 7




20/04 MON 17:01 FAX 770 423 1842 THOMBLEY & SIMMONS PC @oo3
GROOME & ASSOCIATES, INC.

* SUPPORT FOR DECEMBER 8, 2003 LETTER : .

= REGARDING LOSSES FROM 12-31-87 TO 7-31-03 ‘

12/

| Page1of3
Schedule 1 :
Lost Net Income (62,007 (Exhibit A) x § 7/12) $ 346,206
Actual Losses:
Retained Earnings 12-31-97 (Exhibit B) $ 571,604
Retained Earnings 7-31-03 (Deficit} {(Exhibit C) (501,548) 1,073,152
Totai Lost Net income and Operating Losses $ 1,419,358
Schedule 2
Salary Reduction ($204,800 (Exhibit D) Per Year 1998-2002 & 7/12 of 2003 x 5 7/12) $ 1,143,467
Less: Salary Paid in 1998 (Exhibit I) (60,000}
Totai Salary Reduction . $ 1,083,487
Schedule 3
Office Rent Reduction (Exhibit E) $ 447,000
Schedule 4
Profit Sharing Elimination 1998-2002 + 7/12 of 2003 ($52,260 (Exhibit F) per Ysar x 5 7/12) $ 291,785
Less Amounts Paid for Administration:
For the Year Ended 7-31-98 (Exhibit P) 0
For the Year Ended 7-31-89 (Exhibit Q) 1,545
For the Year Ended 7-31-00 (Exhibit R) 1,988
For the Year Ended 7-31-01 (Exhibit S) 1,557
For the Year Ended 7-31-02 (Exhibit T) 5,145 10,235
Total Profit Sharing Elimination $ 281,550
Scheduia § : .
Additional Freight Costs (Cathy Hicks' Schedule - Exhibit G) $ 457,000
Less: Included in Loss in Schedule | (457,000)
$ 0
Schedule 6
Income Tax and Penalty on Premature Profit Sharing Withdrawal 2002:
fncome Tax - Federal - Exhibit H : $ 74,082
Penalty - Federal - Exhibit H 28,125
Income Tax - South Caroclina - Exhibit H 18,084
Income Tax and Penalty on Premature Profit Sharing Withdrawal 2003 - Exhibit BB 20,000 $§  1402N
Schedule 7
Monthly Losses Subsequent to July 31, 2003
Lost Net Income ($62,007 x 1/12) $ 5167
Salary Reduction ($204,800 x 1/12) 17,067
Office Rent Reduction 15,000
Profit Sharing Elimination ($52,260 x 1/12) 4,355

Total Monthly Losses Subsequent to July 31, 2003 $ 41,589

There may be additional oparating losses subsequent to July 31, 2003.

’__'-



12/20/04 MON 17:01 FAX 770 423 1842 THOMBLEY & SIMMONS PC idyo04
< 8 s S

GROOME & ASSOCIATES, INC.
SUPPORT FOR DECEMBER 8, 2003 LETTER
REGARDING LOSSES FROM 12-31-97 TO 7-31-03

Page 2 of 3
Net Income Per Financial Statements: Exhibit A
For the Year Endad July 31, 1993 (Exhibit W) $ 74,791
Far the Year Ended July 31, 1994 (Exhibit X} 117,194
For the Year Ended July 31, 1995 (Exhibit Y) B 68,579
For the Year Ended July 31, 1996 (Exhibit Z) (9,354)
For the Year Ended July 31, 1997 (Exhibit AA) 58,827
Total Net Income for the Five Years Ended July 31, 1997 $ 310,037
Average for One Year $ 62,007
Exhibit D

Salaries Paid to Lee Groome:

For the Yoar Ended July 31, 1993 (Exhibit J) $ 154,000
For the Year Ended July 31, 1994 (Exhibit K) 260,000
For the Year Ended July 31, 1995 (Exhibii L) 200,000
For the Year Ended July 31, 1996 (Exhibit M) . 80,000
For the Year Ended July 31, 1997 (Exhibit N) 330,000
Total for the 5 Years Ended July 31, 1997 $ 1,024,000
Average for One Year . $__ 204,800

Exhibii V Exhibit O Exhibit E

Office Rent Reduction Amount Amount Amount of
Due Paid Reduction

Calendar Year 1998 (12 @ $15,000) $ 180,000 $ 90,000 $§ 90,000
Calendar Year 1988 (12 @ $15,000) . 180,000 110,000 70,000
Calendar Year 2000 (12 © $15,000) 180,000 185,000 (5,000)
Calendar Year 2001 (12 @ $15,000) 180,000 120,000 60,000
Calendar Year 2002 (12 @ $15,000) 180,000 o] 180,000
Calendar Year 2003 (7 @ $15,000) 105,000 53,000 52,000

$ 1,005000 $ 558,000 & _ 447,000

Profit Sharing Elimination Exhibit F
Profit Sharing Plan Contributions ’
For the Year Ended July 31, 1993 (Exhibit J) $ 46,410

For the Year Ended July 31, 1994 (Exhibit K) 80,680

For the Year Ended July 31, 1995 (Exhibit L) 84,000

For the Year Ended July 31, 1996 (Exhibit M) 0

For the Year Ended July 31, 1997 {Exhibit N) 50,203
Total for the 5 Years Ended July 31, 1897 $ 261,302
Average for One Year $ 52260

’___-
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GROOME & ASSOCIATES, INC.
SUPPORT FOR DECEMBER 8, 2003 LETTER
REGARDING LOSSES FROM 12-31-97 TO 7-31 -03

Page 3013

Periods Subsequent to 12-31-97: .
For the Year Ended July 31, 1998 (Exhibit P)
For the Year Ended July 31, 1999 (Exhibit Q)
For the Year Ended July 31, 2000 (Exhibit R)
For the Year Ended July 31, 2001 (Exhibit S)
For the Year Ended July 31, 2002 (Exhibit T
For the Year Ended July 31, 2003 (Exhibit 0)]
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120/ ; LREE MBI s STHOMRLEY, & STMHONS PC NO. 298
De; 31, 1997 GROOME & ASSOCIATES, INC. Page 1
‘2203 pm Balance Sheet
EXBiT B
PHE | oF 2

As of: December 31, 1937

ASSETS:
Current Assets:
PIRST UNION BANK - CHECKING
ACCOUNTS RECEIVABLE - TRADE
Invantory - 8Stock
Inventory - Nonstock

TOTAL Current Assats

Fixed Assets:
Autos & Trucks
Machinery & eguipment
Furniture & office eguipment
Leasehold improvements
Computer equipment
Acc. dep/autes & trucks
Acc, dep/ furniture & fixtures
Acc. dep/leasehold improvement
Acc. dep/ Machinery & equip.
Acc. dep/Computer equipment

TOTAL Fixed Assets

Other Assets:
Deposits
Cash Surrender Value Life Ins.

TOTAL Othar Assets

TOTAL ASSETS

LIABILITIES:

Current Liabilities:
Accounts payable - trade
FUTA (940) payable
SUTA (sC) payable
Child Support Liabilicy
Sales tax payable

TOTAL Current Liabilities

($7,111.82)
1,119,614.25
1,570,505.27

{¢.30)

L . L L L R

$2,683,007 .40

153,164.12
582,440.41
86,352.48
137,073.31
22,274.96
(62,810.31)
{a7,838.47)
(30,445.59)
{249,769.98)
(10,211.64)

-y —m W - -

580,829.29

1,130.00
63,791.00

€4,921.00
$3,328,757.69

BERESESEXOEEEOT

$891,716.61
234 .97
586.52

0.01
(B2.94)

G ———-—---

$892,455.17

@oos
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R i997 GROOME & ASSOCIATES, INC,

A Balance Sheet

As of: December 31, 1997

r
other Liabilities:

Notes payable - Pirst Union Cr 1,581,818.67
Federal income taxes payable {3,375.00Q)
SC income taxss payable (1, 245.50)
Deferzred Income Tax §7,000.00
TOTAL Other Liabilities
TOTAL LIABILITIES
CAPITAL:

Capital stock 230,500.00
Retained earnings 534,782.27
Year-to-Date Earnings 36,822.08

TOTAL CAPITAL

TOTAL LIABILITIES & CAPITAL

- -

doo7

NO. 298 [Pz x

Page 2

SHIBT R
PABE 2 oF L

1,634,198.17

2,526,853 .34

802,104.35

-——— e W w E ——-—

$3,328,757.62
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.- 1120 U.S. Corporation Income Tax Return | OMB No. 1346:0123
D::::wnnnl of the Treasury For calendar year 2002 or tax year beginni 8/1 ,2002, ending o 7/31 2003 2002
Wternal Reverue Service » Inatructions ars separate, See plpo 20 for Paparwork Reduction Act Notice.

: gvmuI::(: dron Use Name B Employer identification number
s
@nnromasn. [ | RS | GROOME & ASSOCIATES, INC. 58-1810366
2 Pansonsi hokiing co. D label. Number, sreet, and room or suite no. (if a P.0. bax, ses page 7 of instructions,) C Date incorporated
{stach Sch. PH) Other- )
3 Personal senice corp. (as wise, P.O. BOX 729 - 8/31/88
a.nn:q nn' Regulations printor | City or tawn, state, and ZIP code D Tous sssete (sae gage 8 of instructions)
iy ) | PP | TRAVELERS REST, SC 29690-0729

E_Check applicable boxes: (1)|_| Wital return (2)_| Finatreturn  (3)|_| Name change (4)| | Addresschange § 590,439.97

18 Grass racqipts or sales 085,722.29 ] btess returns and L 98,573.08 ] c8a »| 1c 4,987,149.21
2 Costofgoods sold (Schadule A, NS B) ... ...ttt i et 2 14,167,056.87
3 Gross profit. Subtract ine 2 from liNe 16, ... ... . it e e 3 820,092, 34
4 Oividends (Schadule €, Ne 18) .. ... i i i e e e 4
g L 11 NN J N [}
§ B GrOES TONS . . e 6
T GrO8S FOYAIES . . . ... e e e e e e e 7
8 Capital gain net income (attach Schedule D (Form 1120)) .. ... ... it i i 8
9 Net gain or {loss) from Form 4797, Part Il, line 18 (attach Form4797) . . .. .. ........ ... .. ... .oiiiiiounins 9 127,000.00
10 Other income (see page 9 of instructions — attach schedule) ......... .. ... ... ... ... ... . eeninnnn.- 10
11 Totalincoma. Add lines3through 10 .. .. ........................ e s »| 11 947,082, 34
12  Compensation of officers (Scheduie E, line 4) . 12 3,423.93
G| 13 Salaries and wages (less employment CIeaHS) . . ... .......i.ueeeenn ... PO PO Tas 254,354 .04
B 14 Repairsandmaintenance .............. ... .. i i PR N 14 24,369,058
Bl 15 Baddebls ... . ... e e e et taaa s 18 £4,138.23
L 2 3T A 16 53.0Q0.00
g 17 TareS MO BICBNSEE . . ... . ...t e e e 17 51.731.59
L T 11 A 18 75,.076.909
19  Charitable contributions (see page 11 of instructions for 10% limitation) .. ..............ccoievi v, 19
= | 20 Depreciation (atach Form4562) ... .....................ccccvinen e 20 32,158.83
21 21 Less depreciation claimed on Schedule A and slsewhere on retum . . ... . e 21a 4,448,46 | 21b 27,719 37
= 7 L1 < o 22
B | 23 AOVEISING .. ... e e e e | 23 | 3,706.45
A | 24 Pension, Proft-ShANNG, G1C., DIBNS . ... ...\ ittt e ettt et e 24 1.483.00
§ 25 Employee benefit programs. .. .. ... ... e e e e 25
% | 26  Otherdeductions (attach schadule) .. ... ... ... ... ittt cier s 26
27 Total deductions. Add lines 12through 26 . ... ... ... c i i e » {27 828.115,63
2| 28 Taxable income before net operating loss deduction and special deductions. Subtract line 27 from line 11 .. .. ... | 28 | 11 16.71
& 29 Less: a Netoperating loss (NOL) deduction (see page 13 of Instructions) . .. .. | 29a 8,97
1 b_Special deductions (ScheduleC. line20) . .................. ... 29b 29¢c 118,976.71
Taxable Income. Subtract line 29¢ from lIN@ 28 .. .. ... ... ottt e 30 0.00
31 Total tax (Schedule J, in@ 11) ... .. . i e e 31 .00
32  Payments: @ 2001 overpaymaent credited (0 2002 | 32a
‘E b 2002 estimated tax payments . ........ 326
2 G Less 2002 rafund applied for on Form 4486 . | _32c | ( )| dBalp- | 32d
E‘ e Taxdepositedwith Form7004. .. ....... ... ...cooooiiiiiiiiiiia., 32 . .
g £ Cradit for tax paid on undistributed capital gains (attach Form2439) ............ 32f
g Credit for Federal tax on fuels (attach Form 4138), See instructions ............ 32 32h
E 33  Estimated tax penalty (see page 14 of Instructions). Check if Form 2220 is attached .................. » D 33
34 Taxdue. If line 32h is smalier than the total of lines 31 and 33, enteramountowed . ... .................... 34 0.00
35  Overpayment. If line 32h is larger than the total of lines 31 and 33, entec amount overpaid . .. ............... 38
36 Enter amount of line 35 you want: Cradited to 2003 asti d tax p- Refunded p- | 36
Under panalties of pecjury, | daclers that | have examined this reum, inciuding accompenying schedules and statements. and 10 the best of my knowiadge and belief, it is trye, comact, and
Sign completa. Daclaration of preparer (other then taxpayer) Is based on all infarmation of which phspaser has any knowladge. . May the IRS Giscuss this return with
Here lhe preplrlr shown balow sa.
’ ature of officer J Date ’ Tite E“‘
. Proparers ’ Date Checkif Preparer's SSN or PTIN
::;:arer's __;ln?(uro 8/28/03 ull—ompfom 1] 259-92-6341
Use ONly | joursif serremployed), ’ THOMBLEY & SIMMONS, P.C, EN 58-1582344
address, and ZIP code 305 LAWRENCE ST, STE.100,MARIETTA,GA 30060 | PhoneNo. 770-423-1234
18A Farm 1120 (2002)
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. < Form 1120 (2002) Page 4
Note: The corporation is not required to complete Scheduies L, M-1, and M-2 if Question 13 on Schedule K is answered “Yes.”
{Schedule L [ Balance Sheets per Books Beginning of tax year End of tax year
Assets (o) {b} (<) (d)
1 CaBN .. e : 66,245.79 1 124.82
2a Trade notes and accounts receivable ... ... .. £97,333.00 _323,760.00
b Less aliowance for bad debts .............. bl 697,393.00 ) 323,760,00
3 InVeNDNeS . .. ... . - 216.654.72 103.864.23
4 U.S. government obligations . . .............
& Tax-exempt securities (see instructions) ... ...
6 Other current assets (attach schedule).......
7 Lloanstoshareholders . ...................
8 Mortgage and real estateloans . ............
9 Other investments (attach schedule). ........
10a Bulldings and other depreciable assets. . . . ... 704,871.34 . 695,341.02
b Less accumulatsd depreciation . . ........... (_518,622.75) 186.249.59 [( 533,780,10) 161,.560.92
11a Depietableassets .......................
b Less accumulated depletion ..........,.... ( ) { )
12  Land (net of any amortization) . . . PRI
13a Intangible assets {(amortizableonly) .........
b Less accumulated amortization . ............ ( ) ( )
14  Other assets (attach schedule) . . PEPQSITS 1,139, r__._l.n.llQ.JlQ_
15 Totalassets........................ 1,667,673.10 590,439.97
Liabilitles and Sharehoiders’ Equity
16  Accounts payable ................. [P 667,182.04 72.388.97
17  Morgapes, noles, bonds paysble inless than 1ysar . . . . 1,226,201.87 | 429,073.87
18  Other current liabilities (attach schedule) . ACCRJED EXPENSES 306.87 L 25.00
19 Loans from shareholders ................. _124,000,00C r___5_(]_‘_1(,1_(2_,_0_0_
20 Morigages, nates, bonds payablein 1 year armore . . . . . 1
21 Other liabilities (attach schedule) ........... S —
22 Capital stock: a Preferred stock . .
b Commonstock .......... 230,500,00 230,500.00 230,500.00 230,500.00
23 Additional paid-incapital .................. :
24  Retained earnings — Appropriated (attach schedue) . . . . O —
25 Retained eamings — Unappropriated . ... . ... {580,517.68) | (501,547.87)
26 Adjustments 1o sharehokiars’ ety (attach schedule) . . .
27 Lesscostoftreasurystock ................ )
28 ‘Total liabilities and shareholders’ equity. ... ... 1,667,673.10 5380,439.97
| Schedule M-1] Reconciliation of Income (Loss) per Books With Income per Return (see page 20 of instructions)
1 Netincome (loss) perbooks . .............. 78.969.81 | T incoms recorded on books this year not
2 Federal income tax perbooks .. ............ 0.00 included on this return (itemize).
3 Excess of capita! losses over capilal gains . . .. Tax-exempt interast §
4  Income subjact to tax not recorded on books
this year (itemize):
8 Deductions on this return not charged
5§ Expenses recorded on books this year not against book income this year (itemize).
deducted on this return (Hemize): a Depreciation ........ $
a Depreciation ....... .. 5 4,999.52 b Charitable contributions §
b Charitable contributions . § 2,852.00
¢ Travel and entertainment $ 2,667.28
OWNERS 40,006.90 |9 -Addlines7and8 ... .. ............ ‘

8 Agdines fthraugn -7 . 7. .. DT 118.976.71 10 Income (line 28, page 1) — line & less line 9| 118,976, 71
[Schedule M-2 | Analysis of Unappropriated Retained Eamings per Books (LIne 25, Schedule L)
1 Balance et beginningofyear . .............. _({58B0,517,68)| 5 Distrivutions: a Cash.............
2 Netincome (loss) perbooks ............... 38,.969.81 b Stock............. 1
3 Other increases (itamize): ¢ Property........... |
8 Other decreasess (itemize):
7 Addlines5and6 ..... .............
4 Addlinest1, 2 and3..................... (501,547.87) | 8 Balance at end of year (line d less line 7) (501,547.87)
Form 1120 (2002)
B7F FEDIROIF 4




12/20/04 MON 17:04 FAX 770 423 1842

THOMBLEY & SIMMONS PC

do1o

eth
Pageq' '(};26
john thombley
From: "Cathy Hicks" <cathy@groomepaper.com>
To: <thombley@bellsouth.net>
Sent: Friday, December 05, 2003 4:32 PM
Subject: Revised
John, I hope this will work. Please call as soon as you receive. I want to leave for the day. Thanks, Cathy
Warehousing/Cross Docking Cost
Frt/ Monthly |A/P Detail
Year Month Vendor Whse Total Payments/Yr
1998|Jan-Dec. Faucett F $22,845.25
Piedmont F $7.975.00,
Shaw Whse W $4.786.60
Welpack W $46,814.51
Suniand W $82,903.14
Bearden F $1,695.00
Dunk Pye F $5,000.00
1998|Total WI/F A/P $ 172,029.50
1999|Jan-Dec.  [Wellpak $ 2286962
Commercial W $ 27,930.61
Faucett F $ 23,375.00
Bilo F $ 14,410.00
C&C F $ 2300.00
Pennco w $ 9,893.57
Dunk Pye F $ 300.00
1999(Total W/F A/P $101,078.80
2000jJan-Dec.  [Commerical W $ 6,617.56
VWellpak wW $ 35449.57
Faucett F $ 30,063.50
Bilo F $ 7,500.00
2000/Total $79,630.63
2001|Jan.-Dec.  |Wellpak W $ 17,283.98
Penno W $ 320.36
DSI w $§ 106598
Faucett F $ 12,775.00
2001|Totai $ 32,355.32
12/5/03
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2002|Jan-Dec.  |Wellpak W $ 18,939.93
Pennco w $ 15,080.80
DSI w $ 100.00
Faucett F $ 2529637
2002(Total $ 59417.10
2003Jan-Dec. _ |Wellpak w $ _ 5153.00
Pennco W $ 507.63
Faucett F $ 7,100.00
2003|Total $ 12,760.83
Grand Total $ 457,271.98
L

12/5/03
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{R9 Uss Only - Do not write or atapie in this space.

U.8. Individual Income Tax Return

For the year Jan. 1-Osc. 31, 2002, or other tex inni , 2002, ending 2 OMB No. 1548-0074
L Your first name and inkial Last name Your social sscurity number
(See ons |&| LEE K GROOME 248:92:1290
on page 21.) g it a joint return, spouse’s first name and lnttlal Last name Spouse’s eccial securlty number
useme ks |- | MARGARET F GROOME 0:i88:7004
labal. H Home address (number and street). 1t you have a P.O. box, see page 21, Apt. no. A mportant! A
-OI”‘“W“;-I €| 351 FOOTHILLS DRIVE You must enter
g::ys:.f' n E City, town or post offics, state, and 2P code. I you have a foreign eddress, ses page 21. your SSN(s) above.
Presidential GREENVILLE, SC 29617
Election Campaign Note. Checking *Yes® wil not change your tax or reduce your refund. You Spouse
(Ses page 21.) Do you, or your spouse if filing a joint raturn, want $3 to go to thig fund?.........
ere v L] Single 4 Head of household (with qualifying person). (See page 21.) If
Filing Status .
2 [X] Married filing jointly (even if only one had income) the qualifying parsan is a child but not your dapsndent, anter
3 [:] Married filing separatsly. Entar spouse’s SSN above this chitd’s name hera.
Check only and full name here. P>, 5 [ Qualifying widow(er) with dependent child (year
one box. spouss disd P> ). (Ses page 21}
Exemptions i: m :nul‘ull. H your parent (or someans elea) can cisim you as 8 dependent or: his or her tax retum, 10 IOt check vox6a ......... :‘“;k':::'“ 2
OB oo oiiiiiiiieiiieieiieiiiiiiiiiiiieieeieceiierieiii and 6b _2
¢ Ospendsnts: @ Dapencerts socie soenp o it Mo tyout chiren
() First name Last name you E.Eig_ o livedwithyou __
@ did not live with
aparsion
(seepegeZs)
1 more than five
dependents, Dmms an B¢
sea page 22. ot enternd above _____
d_ Total numbsr of sxemptions clamed................ m""-b l 2 I
income 7 Wages, salaries, tips, atc. Attach Form(s) W-2 .
Attach 8a Taxable interest. Attach Schedule B if required 339.
Forms W-2 and b Tax-axempt intorest. Do ot inciude onlina 8a
W-2@ here. 9  Ordinary dividends. Attach Schedule B if rsqulrnd
:;‘r:, ?:*'"" 10 Taxable refunds, cradits, or offsats of stats and local incoms taxs 0.
1099-R if tax 11 Alimony raceived
was withheld, 12  Business Income or (loss). Attach Scheduls G or G-EZ
W oo i ot 13 Capital gain or (loss). Attach Schaduls D if required. If not required, chack nere . <3000.>
geta W2, 14  Other gains or (losses). Attach Form 4797 .
586 page 23. 158 IRAdistributions ... 153 I b Taxabie amount (Saa page 25}
16a Pensions and annuities L8} b Taxabie 2mount {See page 25) 281250.
Egg'%:”}ﬁ 17 Rental real estate, royalties, partnarships, S corporations, trusts, etc. Attach Schedule E ... <3370.>
pay,am,“_ i\ls:, 18 Farmincome or (105S), Atach SCheduIB F ... ........coooiiiis e
Ploase use 18 Unemployment compensation ... ......
Farm 1040-V. 203 Social securtty bensfits . [ 202 | b Taxable amount {ses page 27)
21 COtherincome. List type and amount (see page 29)
22__Add the amaunts in the far right column for lines 7 through 21. This s your tatal Income ... . » 275219.
fotal lncome.
23 Educator expanses (Seepage29) ... ..., 23
24 IRA deduction (see pags 29) 24
25 Student loan interast deduction (see page 31) .28
Adjusted 26 Tuition and fses deduction (sse page 32) 28
Gross 27 Archer MSA deduction, Attach Form 8853 .. 27
Income 28 Moving expenses. Attach Forn 3903 28
28  One-half of self-smployment tax. Attach Schedula SE 20
30  Seff-amployed heaith insurance deduction (see page 33) ... 20
31 Saif-smploysd SEP, SIMPLE, and qualified plans .
32  Penalty on early withdrawal of savings . ...
33a Alimony paid b Reciplent's SSN D>
34 Add lines 23 through 33a
e 35 _ Sublract line 34 from Une 22. This is your adjusted gross Incoms .. 275219,
Form 1040 2002)

LHA  For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see page 76.
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wa(a00d LEE K & MARGARET F GROOME 248-92-12 Page 2
and 38 Amount from lIne 35 (adiusted GroBS INCOMB) .................c.ccoovreiuiierrsonenseeeemeeeeeseeeeeee e eve s e e osessaceeis

credits 37a Check it [ Youwers65oroider, () Bing; [ Spouse was 65 oroider, [ Biina.

.

gzng\ for- Add the number of boxes checkad above and enterthe totalhere . . . . > 37
@ Paople who D 11you are married fiing separstely and your spouss Ramizes deductions, ar you wers 8 dusi-stastus silen . D> 37b
e h7a - 38 ltemized deductions (from Scheduls A) of your s\andar¢ deducilon (sed left margin)
gﬂagg"m 390 Subtractline 38fromline 36 ... .. .
sa s depencent] 40 If ling 36 is $103,000 or less, muitipiy §3, 000 by mo tuw numbor ofmmp!lons clumod on line 64. If line 36
Is avar $103,000, 380 the worksheet o0 Dage 35 ..............cco.....cvveecemreverniiiorermrereern, e, 0.
41 Taxable Income. Subtract ine 40 from line 39. it fine 40 I8 mare than dine 39, enter 0~ 2635490,
® mnoters: | 42 Tax, Gheck If any tax from: a{__] Form(s) 8814 b(__] Form 4972 . 74052.
i 43 Asmative minimum tax. Attach Form 6251 ., 0.
Headof 44 AJGNINes 42and 43 ... 74052.
38900 48  Forsign tax cradit. Attach Form 1115 if raquired 45
Married fliing 46 Cradit for child and dependent care expanses. Attach Form 2441 48
Bnying 47 Gradit for the elderly or the disabled. Attach Schedule R .
bl 48 £ Y eradits. Attach Form 3863
Maried fiing | 48  Ratirement savings contributions credit At!ach Form 8880
. 50 Child tax credit (see page 39}
§1 Adoption credit, Attach Form 8839
52 Cradits from: o« Jromssss b (] Formessy .
§3 Other credits. Check applicable box{es): a [T Form 3800 -
b T lromasor o (] spectty
54 Add lines 45 thraugh §3. These are your tolal credits ..
55 _Subtract tine 54 from line 44. H line 54 Is more than ling 44, enter 74052.
Other 56 Seif-smployment tax. Attach Schadule SE
Taxas 57 Social security and Maedicare tax on tip incoms not raported to employer. Attach Form 4137
§8 Tax on qualified plans, including IRAs, and other tax-favored accounts. Attach 5329 if required _. 28125,
59 Advance earned income credit payments from Form(s) W-2
60 Household smployment taxes. Attach Schedute H ..
61 __Add lines 55 through 80. This is your latal tax 102177,
Payments 82. Federal income tax withheld from Forms W-2 and 1099 82 56250 TATEMENT 6
83 2002 astimated tax payments and amount applied from 2001 raturn 63
"vvuz:"" -84 Earnad Incoma credit (ElC) ...... 64
e | 86 Excess social sacurity and tier 1 RRTA tax withheld (see page 56) 85
SchadusBC.|  gg  Additional child tax credit, Attach Form 8812 .., 88
67 Amount pald with request for extension to file (see page 56) .. 87
88 Other payments from: @ L JForm 2439 b_Jrorm 4136 ¢ iForm 8aas | 68
89 Add Iini rough 68. Thesa ara your totat it e 56250.
Refund 70 ifiine 68 fs more than line 61, subtract line 81 trom line 83. This Is the amount you mmpald : 70
3“';:"” 7ta Amount of line 70 you want refunded to yoa .. ., »>
outng
mmun}‘fu b ““"""—_—_—’ﬂ tywe ] crecung Saviags P> d ourroer
Tiqand71¢. 72 _Amount of line 70 you want appliad to your 2003 estimated tax .. ..... RN g
Amount 73 Amoumt you owa. Subtract line 69 from line 61. For dataiis on how t0 pay, $86 page 57 ... .................. >
You Owe 74 Estimated tax penalty (68 0 57) ..o 7 |
Third Party Do ?ou want to allow another parson to discuss this retum with the IRS (see pags 58)? XT ves. Compileta the following.
Designes Designee's Phone Parsonal ientification
name » PREPARER no. P ber (PIN) D>
IO e e . e S e e S e By g o s ol ey s 5Tk
Heore Your signature Oate ‘Your cccupation Duwytime phona numbaer
e a3 } ALES
:,u; a copy _Spouse’s signature. If a joint retum, DOth must thn.J Data Spouss's occupation
reoards. OMEMAKER
Paid Prepsrers } Date Gheck if saif- Preparers SSN or PTIN
Preparer'g®oer 4/11/03*mve 259-92-6341
Use Only s name (or 'ggOMBLEY & SIMMONS, P.C. N 58,1582343
yours H saif-em- 5 LAWRENCE ST., STE.100 Pronena7 70~-423-1234
E%%  Ciobee | MARIETTA, GA 30060
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SOUTH CAROLINA INDIVIDUAL INCOME TAX RETURN " 2002

For the year January 1-December 31, 2002, or other tax ysar beginning

2002 and ending

2003

[ Print Your first nama and Inltlal (S, Jr, 2na, 3rg, 4th) Laat name Your Social Security number

WLEE K GROOME 248[92{1290

% Spouse's first name snd Initial, if married Riing jointly Spoues's last nema, If aifferent Spouse’s Scclal Sacurity number
MARGARET F 250/88(7004

3 Present home acdress (number and street, or P.O, 80X Apt No, | AmaCode  DayUme telaphone Do not write In this space - OFFICE USE
351 FOOTHILLS DRIVE

g City, state and ZIP code County code

o GREENVILLE, SC 29617

> you do not wish to recelve a hookist next year, but neeg & name ang address label for your 2003 rsturn, check here.

Check here, It you are tiling SC Schedule NR (Part ysar/Nonresidant)

Check this box if filing a composite return for partnership or *S* corporation. ... .
CHECK YOUR (1 )d Single (3)___| Married filing separately. Enter spouse's S5

FEDERAL FILING STATUS (2)[X] Marsiad fling jointly ()] Head of househoid

N here:
{5)[__] Widow({sr) with dependant child

v

Faderal Exemptions: Enter the number of exémptions from line 6(d) of your 2002 federal rsturn.
How many of the exemptions listed above wera under the age of 6 ysars on December 31, 20027
Enter the number of taxpayers age 65 or older,

o

1 Enter Fadersl taxabie Income from yous facieral form 1040, line 41; 1040A, line 27; or 1040EZ, line & and enter it on kne 33 of this retum.
i zaro or lass, enter zero here and enter the nagative amount on |Ing 49 of this farm.

v (VY

- |

Cents
00

Dollars
263540

STOP! Resident tilers compists lines 34 through 57 and entar total from ling 57.
Nonrasidant filars complate Schedule NR and enter total from line 43.

2 _South Carolina INCOME SUBJECT TO TAX. Do not enter an amount less than zero.

263540

3 TAX: Enter tax from SOUTH CAROLINA tax tables. 3 18094

TAX on Lurnp Sum Distribution (If using SC4972, please attach.) > a

TOTAL South Carolina tax. Add lines 3 and 4. Enter the total,

18094

STAPLE PAYMENT HERE

Child and Depandant Care. (See instructions)

Two Wage Eamer Cradit (See instructions)

HEEREEM

Other Non-refundable Credits. Attach SC1040TC.

VYVYY

W 00 ~N DN

TOTAL Non-refundable Cradits. Add lines 6 through 8 and enter the total.

SUBTRACT line 9 from Ene 5. Enter the difference BUT NOT LESS THAN ZERO.

|
=

218

18094

11 SCEICOMETAXWTHHELD P> 00] 14 NRassofrent eatste P loo

{Attach W-2 or §C41.)
12 2002 Estimated Tax P

13 Amount Paid with »

17 _ADD lines 11 through 16 and snter the total. These are your Total Payments/Cradis.

> [oo] 'S RemEmwR e e[ ool
o0 6 sy »[ oo

17

18 Itline 17 is LARGER than lina 10, subtract fine 10 from line 17 and enter the OVERPAYMENT.

18

19 It line 10 is LARGER than line 17, subtract iine 17 from iine 10 and enter the AMOUNT DUE.

19

188

18094

20 USE TAX (Due on Out-of-state Purchases. See page 12.) » | 20

21 Amount of ling 18 to be credited to your 2003 ESTIMATED TAX. > 21

22 Endangered Wiidlite Fund P> 26 Gift of Life Trust Fund b

23 Chlidren's TrustFund B> 27 DARE Fund »

Si8i8| 8|8

24 Eldercare Trust Fund » 28 First Steps Fund »

gi8is8

Veterans' Trust Fund » 29 War Bstween States

Heritags Trust Fund P>

30 ADD lines 20 through 29 and enter the total.
31 NET REFUND: If line 30 is larger than line 18, go to line 32. Qtharwiss, subtract tine 30 from kne 18
and enter the AMOUNT TO BE REFUNDED TO YOU.

STAPLE W-2/ 1099 HERE
S

REFUND »

32 NET DUE: ADD lines 19 and 30 and, if applicable, penalty amount, If kne 30 Is larger than
line 18, subtract line 18 from line 30. Enter the AMOUNT YOU OWE. If sublject to penatty
for Underpayment of Estimated Tax, attach Form §C2210. {See instructions).

Attach a check or money order for the full amount payabie to "8C Department of Revenue.®

Penalty:

BALANCE

Write your Soclal Security number and "2002 Form SC1040° on the payment. DUE »

32

18094/ 00

ATTACH A COMPLETE COPY OF YOUR FEDERAL RETURN ONLY IF you have Incoma and/or (loss) on federal Schedulss C, D, E, F or filed a $C Schadule NR.

PFX 277001 10-1B-Q2

4

'_510411 751851 GROLEES3 2002.05000 GROOME, LEE K

GROLEEY91
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For the year.Jan. 1-Osc. 31, 1998, or other tax yser nnlnl , 1998, endi .19 OMB No. 1845-0074
(l;‘:.b. I L Your first name and infial — Last name o Your sucisl security number
(o ctons | & |_LEE K GROOME 248921290
onpage 18.) |B | Majaint return, spouse's first name and Initla! Last nams Spouse's $0cial security number
samelns | | MARGARET F ROOME 250887004
iabel. Home address (number and streat). If you have a P.0. box, see page 18. Apt. no. A IMPORTANT! A
onerwiss, |H| 351 FOOTHILLS DRIVE You must nter
gm‘;ﬁ""' E City, town or post office, State, and ZIP coae. 1 you have a foreign address, ses page 18. your SSN(s) above.
GREENVILLE Fa SC 2 96 17 . . Yes | No | Note: Checking
E f."m'.'f,?,"!;’.‘,'..,...,. Do you want $3 to go to this fund? e::;::w ...’,:“ o«
{Sea page 18.) I a joint return, does your spouse want $3 to go to this fund? . reduca your rehund.
1 |} Single
Flling Status 2 | X | Marriad filing joint rsturn (svan it only one had incoma)
3 : Married filing separate return. Enter spouse’s soc. sac. na. above and full name hers. B>
4 Head of household (with qualitying person). if the qualifying person is a child but not your dependant, enter this child's
Check anly nama hare. B
one box. — o -
5 Qualifying widow(er) with depandari child (year spouse died P> 19 ). (See page 18.)
Exemptions 1] Yourseif. If your parent (or someons alse) can claim you as a dependent on his or her tax retum, do not ?;S!.Z‘:?s. 2
bms;mun check box Ba :: :: ) L
.......... FRTPYeY . of your
¢ Dependants: ) Capanmris &%E“n%mm e
{1) First nams you (”!2 19 @ Ilved with you __I.__
JOHN K GROOME 256.61.3429 CHILD X ® did not ive with
. . you due o divorce
1t more than six . . f:l.p.g- 19)
dependents,
soe page 19. : H ongc
. . m( entered above
Add numbers  [——
- - ‘entared on
d  Total number of exemptlons Claimed ... ... .o ... lnessbove B> | 3
Income 7 Wages, salaties, tips, etc. Attach Form(s) W-2 60000.
I 4174.
8a Taxablg interest. Attach Schedule B if required | .
Attach b Tax-sxempt Interast . DO NOT include on lina 8a ..
Coy Twar 9 Ordiary dividends. Atach Scheduls 8 if rquired . 1045.
W-26, and 10 Taxable refunds, credits, or offsets of state and local income taxes
1099-R hers. 11 Alimony recsived
It you did not 12  Business income or (loss). Attach Schedule G or C-EZ ...
geta W-2, 13 ‘Capltal gain or (loss). Attach Schedute 0 <3000.>
see paga 20. 14 Other gains or (losses). Attach Form 4797 .
15a Total IRA distributions ... ... |82 | 3481 .1 b Taxable amount {see pags 22) C.
162 Total pensions and annuities ... 168 r | b Taxable amount (see page 22) { 16b
E’o'f's"t:‘;-l:”:“d;’ 17 Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Scheduls € . ... ... 17 <9726.>
payment. Also, 18  FarmIncome or (loss). Attach Schadule F 18
plaase usa 19 U loyment compensation ... 19
Form 1040-V. 202 Social security banefits ... . | b Taxabla amount (see page 24)
21 Other incoms. List type and amount - ses Daoo 24
22 Add the amounts in the far right column for lines 7 through 21. This is your tofal Income . » 52493.
23  IRA deduction {sae page 25) 23
Ad]usted 24 Student loan Interest deduction (see page 27).. .. 26
Gross 25  Medical savings account deduction. Attach Form 8853 | 26
Income 26 Moving expensss. Attach Form 3903 26
ifiing 33isunder 27  One-half of seif-employment tax. Attach Schedule SE .. 27
ﬁg ggg 5“"“’{1‘, 28 Seit-amployed health insurance daduction (sae page 28) .. . 28
did nat live with 20 Kaogh & self-employed SEP plans and SIMPLE plans . L29
z?u) o‘?rpaigls 35, S0  Penaky on early withdrawal of savings ... . |30
31a Alimony pakd b Reciplent's SSN P> ia
32 Addlines 23 through 31a.
33 Subtract line 32 from line 22. This Is your adjusted gross incoms. .. s » 52493,
{'}%"h LHA For Privacy Act and Paparwork Reduction Act Natice, ses pngo]ﬂ. . . Form 1040 (1908)
13590312 751951 GROLEE93 042 GROOME, LEE K GROLEE91

”
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comn 1120 U.S. Corporation Income Tax Return OMB No. 1545-0123
Department at the Trassury For calendar year 1992 or tax year beginning AUE.. 1, 1882, ending July. Jhs 93 ﬂ@sz
Intarnet Aevenue Service 18 e S6p WMMMMM«
A Check i & Use Name 8 Emplayer identification number
“Imﬁ:"‘"ﬁ‘;’"g il Groome & Associates, Inc. 58-1810366
(2) Personal hoiding co. Other- | Number, street, and room or suite no. (if @ P.O. bax, 5ge page 8 af nstructions.) € Oste Incorparated
{attach Sch. O | wise, P.0. Box 729 8/31/88
(3) Personal service corp. ‘! -
(as defined in Temporary Bﬂm« Clty or town, state. and ZIP code D Totaf assats (see Specific instructions)
sod ngsiony (1 | tvpe. Travelers Rest, SC 29690-0729 N
E Check appiicableboxes: (1) [ ] intalretum () (] Finairetum 3 (X} Change in address $ 2 341 278 74
1a  Gross receipts o sales Lu_Lll_ﬂﬁlLﬂJbuuraumuandanwwasL 1_9.5_2_53._L._95.] cBa » | 1010 922 237| 92
2 Cost of goods sold {Schedule A, e 8) . . 2 [9 872 466] 88
3 Gross profit. Subtract line 2 fromfine 1c . . . . . . . . . . . . . . . . . . . |81 049 77104
4  Dividends (Schedule C, line 19) . 4
&  Interest . 5 6 141178
%e(:‘-rr:ssrarmse
=1 7 Gross royaltles . : e e e e 7
8  Capital gain net incormne (attach SCheduIeD(FormHEO)) e e e e e e e e e 8
9 Net gain or (fass) from Form 4787, Part I, line 20 (attach Form 4797) R 16 712 16
10 Other iIncome (ses Instructions—attach schedule} Rec:oveny of Bad Debts . . . . . [10 8 839/ 00
11__ Total income. Add lines 3 through 10 . . . . s e e . e . . . . W [11]1 081 46398
=112  Compensation of officers (Schedule E, line 4) . . . 12| 154 000} 00
é 13a Salariesandwageal | | blessjobsoreait L 1 | cBalange » | 13c| 296 420 66
Bl14 Repars . . . . . . . . . .. 14 42 698 22
Blis Bagasbs . . . .o s
E118 Rents . . . . . e e e e e e e e e e e e e e e |1e 67 560 00
BUA7  TEXES . . o e e e e e e e e e e e e e e e e e 45 441) 02
g 18 Intevest ., . . R I - 12 865 35
19 Charitable contributions {see Instructions for 10% llmitation) . . . . . . . . . . . . |18 7 462 00
=
5|20 Depreciation (attach Form 4562) . . . L W
=121 Less depreciation claimed on Schedule A and sisewhere on retum . . . | 21a 21b 93 917 04
22 Depletion . . . . . . . . . e e e e e e e 2
g 28 Advertising . . e e 23 3 431 32
2] 24 Pension, proﬁmha.ring etc plans e e e e e e e e e e e 24 46 410 04
i 25 Employee benefit programs . . 25
28 Other deductions (sttach schedule) . e e e G0 f2e] 233 539 31
8|27  Total deductions. Add lines 12 through 26 - . . - S .. .» [2r]1 003 74496
§ 28  Taxable income before net operating loss deduction and speclal deductluns. SUMW—_O}—
29 Less: & Net operating loss deduction (see instructions) . . . . . . |29a
b Special deductions (Scheduls C. line20) . . . . . . . .|20b 29¢
30  Taxable income. Subtract fine 29c from line 28 | ] . oo 77 719 02
31 Total tax (Schedule J, ine 10} . . . . . . . . . ] 14 674 47
32 Payments: 1 1991 overpayment cradited to 1992 | 32a| 1 581 %////////
b 1892 estimated tax payments , . 32b| 14 418
¢ Less 1992 refund applied for on Form 4466 (326 |( Nagei» Szd 00
e Tax deposited with Form 7004 | .. ...
'S_ t Credit from regulated investment companies (attaoh Form 24-39) PO 32'
; g Credit for Federal tax on fusis (attach Form 4136). See instructions . 32h 16 _00Q 00
-3 Estimated tax penalty (see instructions). Check if Foom 2220 isattached . . . ., . . » ] 33
34  Tax due. if line 32h Is smaller than the totat of lines 31 and 33, enter amount owed . 34
35  Overpayment. If line 32h is larger than the total of lines 31 and 33, enter amount overpaid , 35 1 323 53
38 EntararmuntollmSSz&:wmt Credited to 1903 dtax » 1 325.53 Retunded > | 36
Please ?é‘i‘.r“mﬁém"% x mgt‘df‘hmmmg‘mnhnuumn at 1 of which arxiwm:“wofm ge. &nd
Sign J
Here }sum..mm Date ) Tite
Praparer's Date IPreparer's social sacurity number
l'::"g.m.s sinature ) 8/17/93 |sarommioyed ) | 259 ¢ 92 i 6341
Use Only ’;:u’“;"“""“' ved) John S. Thombley, P.C. El No. D> 58 : 1582344
and address 305 Lawrence Street, Suite 100 2IF code P> 30060

Marietta, GA  Cat No. 11450Q

W—
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Form 1120 {1 m : ‘ Page 2
Cost of Goods Sold (See instructions.)

1 Invenw'yatboglnnlngofyur..................... 1
2 Purchases . . . . 2
3 Costofisbor . . . . e e e e e . ..... tal Scheduled
4 AddmonlluctlmzeaAc«h(lhuchscheduh] e e e e e e e A
S Othercosts(attechschedule} . . . . . . . . . . . . . . . « . . . . ., |B
6 Tatal Addlneatthrough® . . . . . . . . . . . . .. .. . ... . |8
7 Inventory at end of year, . . . - e 7
8 Cost of goods sold, Subtract IIneTfrornlhaa Emarmrolndonpagﬂ Ilne2 8 9 872 466]88
9a Check all methods used for vakiing closing inventory:
m O cost m [J Lower of cost or market as described in Ragulations section 1.471-4
am O writedown of “subnormal goods as described in Regulations section 1.471-2(c)
iv) O Other (Specity method used and attach explanatioN.) B . ... . .. e.iierermeatsnsianeanameaannssmenereemensnennnnns
b Check if the LIFQ inventory method was adopted this tax year for any goods (if checksd, attaoh Formg97g) . . . . . b [}
¢ [f the LIFO inventory method was used for this tax year, enter percentage (or amounts) of closing L L
inventory computed under LIFO . ., | . . Ce e e e e
d Do the rules of section 263A (for property producea or quuurod for resale) apply to the oorporatlon? .. . . . 0Oves One
e Was there any change in determining quamltles, cost, or valuations between oponing and closmg Inventory? it "Yes,
attach explanation . . . . . . . . .. .. . Oves [ONo
Dividends and Special Deductions (Ses instructions.) T "’,Ec':,“,’;;“' by 56 [0 SPoe gt etons:
1 Dhividends from less-than-20%-ownesd domestic corporations that are subject to the
70% deduction (other than debt-financed stock) . . . . e e 70
2 Dividends from 20%-or-more-owned domestic corporations that are subject to the -
80% deduction (other than debt-financed stock) . . . . . Lo
3 Dividends on debt-financed stock of domestic and foreign corporatlona (sectlon 246A) .
4 Dhidends on certaln preferred stock of lass-than-20%-owned public utiities . , . 41.178
%  Diidends on certain preferred stock of 20%-or-more-owned public utilittes . . . 47.059
6 Dividends from less-than-20%-owned foreign corporations and certain FSCs that are
subject to the 70% deduction . . . . . . e - 70
7 Dividends from 20%-or-more-owned foreign corporatlnns and certain FSGs that are
subject to the 80% deduction . . . .. 80
8  Dividends from wholly owned foreign subsldmms sublacl to the 100% duduct[on (sacﬂon 245(5)) 100
8 Total. Add lines 1 through 8. See Instructions for Iimitation . ., . . . W
10 Dividends from domestic corporations received by a small businesa lnvestment |
company operating under the Small Business Investment Act of 1858 , , . . 100
11 Dividends from certain FSCs that are subject ta the 1009 deduction (sact[on 245(0)(1)) 100
12  Dividends from affiliated group members sublect to the 100% deduction (section 243(a)(3)) 100
13  Other dividends from foreign corporations not included on lines 3,6, 7,8, 0r 11,
14 Income from controlled foreign corporations under subpart F (attach Form(s) 5471) .
15 Foreign dividend gross-up (section 78) . . . . .
18 (C-DISC and former DISC dividends not included on |Inas 1, 2, or 3 (sectuon 246{d)) /
17 Qtherdividends ., . . . . . . . . . /////2
18  Deduction for dividends paid on cartain praferred stcck of publlc uﬂlmes (see mstrucﬂons)
19  Total dividends. Add iines 1 through 17. Enter here and on line 4, page 1 . . . B 7
20 Total d-dueuohs. Add lines 9, 10, 11, 12, and 18. Enter here and on line 29b, page 1 . L ..
Compensation of Officers (See instructions for line 12, page 1 )
Complete Schedule E only if total receipts (line 1a plus lines 4 through 10 on page 1 Form 1120) arg $500,000 or more.
(o) Porcant of
() Name of officer ) Social security number| time wated to @ Gommon (o) Proforrad {8 Amount of compensation
1 lee K. Groome 248-92-1290 100 %| 100 % 9% 154 000 00 -
] 9% % 9%
% % 9%
% % 9%
% % %
2 Total compensation of officers , . . J 154 000 00
3 Compensation of officers claimed an Schsdule A and alsowhare on raturn e e e e e
4~ Subtract Iine 3 fram line 27 Enter the result hers and-on ne 12, paget— 1. v . o ¢ rmweeb Lo 90000 - oo
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Form 1120 {1982) _ P BDFéo_ 4
SR Schedule L Balance Shests | Beginning of tax year | End of tax year
Assats . (o {b) (o) d
1Ceh ... D 301 332 03 17 % 164 619 11
2a Trade notes and accounts recaivable . 77777 A
b Less allowance for bad debts . _ 457 01
3 Inventories C .. 77 //- 230 872 85 049 07
4 US. govemment ooligations . . . . . | / I
5 Tax ctions) ]
o o R R e / BT ;
7 Loanstostockhoiders . . . . . / | 55 000 QO |
8 Mortgage and real estate loans . / _
®  Other investments (attach scheduie) . I
108" Buildings and other depreciable assets . 373 531 46 W 7 %
b Less accumulated depreciation 56 017 45) ( 90 666 40 ) 642 288 50
11a Depletable assets . . . W/ Z
b Less accumulated depletion 1 )
12 Land (net of any amontization) . Z . 59 845 96 177 o
13a (ntangible assels (amontizable only) W Z 4
b Less accumulated amortization . . . .
14 Other asaets (attach scheduls) . Deposits ”////// 130 007 //// 1_130 00
15 Totalassets . . . . . . . . . . Z , /4 989 156 72 {/////%7 341 278 74
Liabilites and Stockholders® Equity 7 / W’/// % Z
18 Accounts payable e ’é// 41 614 538 95 // // A1 615 ggg 82
]
77 orgrgpnpien DR oo an 1 your / / 75 000 00
18 Other current liabilities (attach schedule} .
19 Loans from stockholders ., . . . . _ 537 50000
20  Mor RO BRYRAe I hypprer more 177000 00
21 Other liablitties (attach schedule) . . . . - 00
22 Capital stock: & Praferred stock % 7
b Common stock 500 Q0
23 Pald-in or capital surplus PO
24 T d earnings—Approork (attach scheduls)
25 Retained eamings—Unappropriated ( 361 514 81)
28 Less cost of treasury stock., . . . .
27  Total liabilities end stockholders’ equity . /j 2 341 278 74

Note: You ars not irad to complete Schedules M-1 and M-2 below if the total assets on line 15, column {d) of Schedule L are iess than $25,000.
Reconciliation of Income (Loss) per Books With Income per Return (See instructions.)

Net income (loss) per books

Federal income tax . e e e
Excess of capital losses aver capital galns
Income subject to tax not recorded on books
this year (femize): ... ... ccveaiiiamanannans

1
2
3
4

8 Expenses recorded on books this year not
deducted on this return (itemizae):

46 026 44 | 7
14 674 47

Income recorded on books this ysar not
included on this retum (itemize):
Tax-sxempt Interest $

8 Deductions on this retum net charged
against book income this year (itemize):

a Depreciation . .$34.695.9

B

a Depreciation . I TR b Contdbutions caryover $ .._........
b Contributions carryover  $.._..... é .2 ......
¢ Travel and entertainment $....4. 92 8.69
Officers. Life.Ins... 36,785 35 | 34695 93
Deferved Inc.. Tax...10.000. 00 | 51 714 04 | g aggunes7ands . . . . . . 34 695 93
6 Addlnesithrough8 . . . . . . . 112 414 S5 |10 Income (line 28, pags 1)—iIna 8 less ling 9 77 719 02
Analysis of Unappropriated Retained Earnings per Books (Line 25, Schedule L)
1 Balance st beginning of year . 48 | § Distributions: a Cash,
2 Netincome (loss) per books C. 46 026 44 b Stock R
3 Other increases (temize): .._._.............. ¢ Propetty. —_—
8 Other decreases (temize): ........._...
7 Addmmeasands . . . ...
361 514 81 | 8 Balance at end of year (line 4 less line 7) | 316 514 B1

”_-__'____-
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S o 1120 U.S. Corporation Income Tax Return | _OMB No. 15450123
Dapeniment of tha Treasury For Cﬂlﬁﬂd!f ysar 1963 or tax year beqlnnlng Aug. 1, 1903, endingJuly. 31 19 94 ﬂ@ga
Internaé Revenue Service are sep Lfs._for P-g-mork Reduction Aot Notice,
A Check if a: Use Name 8 Employer identification numbaer
1 ?;:{;‘;2}‘2:‘::;;‘;;’“ O :fbs.,_ Groome & Associates, Ing. 58 i 1810366
2 Parsonal hokling co. Other- | Numbar, street, and room or sulte no. (If a P.O. box, sae page 7 of instructions.) € Date incorporated
(mn:n seh. PH) 3 | wise. .
3 senvice corp, plesse P.0. Box 729 8/31/88
as ddlnod ;n Temporary [ aeint o | Clty o town, state, and ZIP code : D Total assets (see Spectiic Ingtructions)
et (1 |vpe. | Travelers wm)
E Check applicabla toxes: (1) [ ] intairetum @) (] Finairen  (3) [ Cnangs of adaress $ 2 355 319139
1a  Gross recaipts or sales @_.le.ﬁlh Less retuns and allo L. 338 089 [82] ¢pal» [ 1c 704 869,66
2  Cost of goods soid {Schedule A, line 8) e e e e e e e e e e 2 225 947132
3  Gross profit. Subtract line 2 from line tc . 3 |1 478 922134
4  Dividends (Schedule C, line 19) . 4
g 5 Interest . 5 1 99520
3] & Grossrents . 8
2| 7 Gross royalties . . .o 7
8  Capital gain net income (mach Schedule D [Form 1120)) .. 8
®  Net gain or (loss) from Form 4797, Part |, iine 20 (attach Form 4797) e e e e . 9
10  Other income (see instructions—attach schedule) . . . . . . . . . . . . . . . . 10
11 Total | Addlines3throught0. . . . . . . . . . . . . . . . . . P 11 {1 480 917154
12 Compensation of officers (Scheduls €, lined), . . . . . . . ., . . . . . . . . . (121 260 000}00
13a  Salasies and wages ! I Lass smployment cradits| | losa» 13| 393 738198
14 Repairs and Maitenance. . . . . . . . . e . 4 4 e e e e e e e . .. 18 26 061150
18 Baddebts . . . . . . . . e e e e e e e e e e e e e e s e . L 8 28 854130
118 ReMB . . . . . . o u e e e e e e e e e e e e e e .. |8 146 577150
17 Taxesandlicenses . . . . . . . . . . . . . e e e e e e e e 56 649109
g 18  Intersst . . O i | - 25 637103
E)o  cratale contributions (sae instructions for 105 llmltat:on) Bt |- 4 710100
% | 20  Depreciation (attach Fonn 4562) . . . ... |20 157 7 08
@ | 21  Lass depreciation claimed on Schedule A and elaewhere on rsturn L. L l21a 41 574165 |21b ] 116 188[43
-§ 22 Depletion 22
23 Advertising . . 23 | 12 249145
g 24  Pension, profit- shaﬁng, etc plans . 24| 80 689119
& 25 Employee benefit programs . 25
= | 28 Other deductions (attach schedule) . e e e e e e o . ... ... . L=28] 250 239139
% 27  Total deductions. Add lines 12 through 28 . . . . .. 27l 401 594186
28  Taxable income before net operating loss deduction and spsdnl deducuons Subtru:t llno 27 from line 11 28 ﬁﬁ_
'§ 29 Less: a Net operating loss deduction (see instructions) . . . . . , | 29a
a b Special deductions (ScheduleC, line20) . . . . . . . . |20 29¢
30 Taxable income. Subtract line 29c from e 28 . . . . . | S0 79 322168
31  Total tax (Schedule J, ine 10) . . . . . . . . . b3 172 .
32 Payments: a 1992 ovarpayment credited to 1993 | 328 1 325 \ \\\\
E| © 1033 estimatedtax paymente . . (32b| 14 674
5 o Less 1993 refund applied for on Form 4466 | 32¢ |( —h gal » 16 000 (00
a e Tax deposited with Fonn 7004 . .
g f Cradit from regulated investment companies (mach Fom'\ 2d39)
x g Credit for Federal tax on fuels (attach Form 4138). See instructions , 32h 16 000100
+ | 33 Estimated tax penalty (see instructions). Check If Form 2220 isattached . . . . . . » [ |38
34  Tax due. If line 32h is smaller than the total of iinea 31 and 33, enter amount owed ., 34 R.,c"‘
35 Overpayment. If line 32h is larger than the total of lines 31 and 33, enter amount overpaid . . 33 180128 « 1 0
36 Enter amount of line 35 you want: Credited to 1994 est] dtax » Refunded > 38 P"f
Unampefmuovmuylwmmmnm This ratum, inckiding ing Schisduies and atatermets, and 10 The Geat of my Knowledgs
Please batied, It i trus, comrect, of praparer (other than n is baged on al of which preparer has any o f,t’?
Sign |
Here ’ Signature of officer Date ) Tie
Paid Preparar's ’ Date Gheck Preparer's soclal sseurny number
Preparer's signature 8/10/94 sorompioyed (1 | 259 i92 | 6341
Firm 5]‘."8 (or E.l. No. > H
Use Only yours if seff-smpioyed) _Thombley & Simmopns, P.C. 58 1182344
and address 305 Lawrence Street, Suite 100 ZPcode » 30060

Marietta, GA Cat No. 11450Q

”"
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Form 1120 (1983)
Schedule A Cost of Goods Sold (See instructions.)

gaﬂomgn».‘

Inventory at beginningofyear . . . . . . . . . . . . . . . . ., .
Costo\‘labor... .
Additional section 263A costs (attach 8chedul¢) e e e e e
Other costs (attach schedule) . . . . . . . . . . . . . . . .
Total. Add lines 1 through 5 . . . . . . . . . . . .« . « . . . . . ..
Inventory at end of year, . . . . P e .
Cost of gocds soid. Subtract lhe7from HneB. Enterhsraand onpage1 Ilnez c e e
Check all methods used for valuing closing inventory:

O cost X1 Lower of cost or market as describad in Regulations section 1.471-4
] wiritedown of subnormal goods as described in Regulations section 1.471-2(c)

3 Other (Specify method used and attach exPIBNANON.) B ... oottt et e e em e e e e ea e e e

Scheduled

0 INID & WM |-

b Check If the LIFO inventory method was adapted this tax year for any goods (f checked, attach Form §70) . .,
¢ i the LIFC inventory method was used for this tax year, enter psrcentage (or amounts) of closing i i
inventory computed under LIFC ., . . o .
d Do the rules of section 2€3A (for propenty producad or acqulred lor rasale) apply to tha corporation? . . . .0 Yes E No
@ Was there any change in determlning quantmes. cost, or valuations between openlng and closmg inventory? If ‘Yes.
attach explanation . . . e e a4 e e 4 . P . . . . O Yes &I No
Dividends and Special Deductions (See instructions.) “’,3,,;?’“."?‘3"‘ w) % [( Spes deductions
1 Dividends from less-than-20%-cwned domestic corparations that are subject to the
70% deduction (other than debt-financed stock) . . . . ., . . . . . . 70
2 Dividgends from 20%-or-more-owned domestic corporations that are subject 1o the
80% deduction (other than dabt-financed stock) . . . . . . . 1]
3 Dividends on debt-financed stock of domestic and foreign corporations (section 245A) . structi
4 Dividends an certain preferred stock of less-than-20%-owned public utilities . . . 42 o o
8 Dividends on certain preferred stock of 20%-or-more-ownad public utilites , , , 48
6 Dividends from less-than-20%-owned foreign corporations and certain FSCs that are
subject to the 70% deduction . . . . . C e . 70
7 Dividends from 20%-cr-mors-owned foreign ootpomﬂona and certain FSCs that are
subject to the 80% deduction . . . . . .. 80
8 Dividends from wholly owned foreign subsndrams subjuct w the 100% dsductlon (sectlon 245(b) 100
9 Total, Add lines 1 through 8. See instructions for limitation .
10 Dividends from domestic corporations received by a small business lnvastmem
company operating under the Small Business investment Act of 1958 . . . . 100
11 Dividends from certain FSCs that are subject to the 100% deduction (section 245(c)(1)) 100
12 Dividends from affilistec group members subject to the 100% deduction {(section 243(a)(3)) o 100 S
13 Other dividends from foreign corporations not included on lines 3,8, 7, 8, or 11 . . | \\‘Q
14 income from controlled foreign corporations under subpart F (attach Form(s) 5471)
16 Foreign dividend grosa-up (section 78) . . . . . .
18 IC-DISC and former DISC dividends not Included on Ilnes 1, 2 ar 3 (sechon 24E(d))
17 Other dividends . . . s e X
18  Deduction for dividends pand on oertam prvferrsd stock of publlc utlhties (soe mstmchons) W
19 Total dividends. Add lines t through 17. Enter here and on line 4, page1 ., . »
»

20 Total special deductions. Add lines 8, 10, 11, 12, and 18, Enter here and on line 28b, page 1 . . .
SILEENEYY Compensation of Officera (See instructions for line 12, page 1.)

Complete Schedule E only if total receipts (line 1a plus lines 4 mmugh 10 on page 1, Form 1120) are §500,000 or more.

o

(a) Name of officer {b) Soclal security number llﬂ - af ok {h Amount of compensation
o e M {d} Common | {e} Preferrad
1 Lee K, Groome 248-85-1290 100 %106 "% % 260 000 U
% % %
% % %
% % %
% % %
2  Total compensation of officers . . . o e e e e e 260 000 00
3 Compensation of officers claimed on Schedule A and olsewhere on retum e e e e e e
4 Suptractine 3 from line-2: Enter-the result here-and-on-line-12.page-1- v~ « = - v e mmns e
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.. Form 1120 (1983) M)E 3 i éaga 4
Balance Sheets Beginning of tax year End of tax year
Assets (a) (d)
1 Cash . . ... . .. . .. \' 7338
2a Trade notes and accounts receivable . W 958 468 69 \\ N
b Less allowance for bad debts . )
3 Inventories . \\Nm \w 650 834 52
4 US govemmantobllgaﬁons .. . —
S Tocoumpt s s instructions) \ I
pa Ec?.iduxe) 173505 | 1 105 40
7 Lloansto stookhobdm .. _
8 Mortga ]
o otme MEALTSEALS sonecu) | A 13396630
10a Buildings and other depreciabie assets . \ N
b Less accumulated depreciation [C__90 666 40y 642 288 50 \_m 619 241 02
11a Depletable assets . \
b Less accumulated depletion
13a Intangible assets {amortizable only) W
b Less accumulated amaortization
14  Other assets (attach schedule) . \ \\ 41 ;33 (7)2 \\\ \\\\ 1 130 00
15 Total assets . 2 355 319 39
Liabilities and smckholdors u
18 Accounts payable . . Eq ity \ \ 221 6;; iz
e T AR 4050475
19 Lonm fram stockholders . . .
20 ab&e In 1 yaar of more m
o o iheres, TS o 33,000 00
22 Capital stock: a Preferred slock . N
b Common stock 50000 500 00 230 500 00
23 Pald-ln or capital surplus [ \ \
24 d aarnings—ARProf d (attach schedule}
28  Retained earings—Unappropriated . —361 514 81 \\ ( 443 314 5)
20 Less cost of treasury stock.
27 Tota iabiiies and stocknolders’ o equity .. \\\ \\ 2 355 319 39

Note: You are not requirad to complete Schedules M-1 and M-2 belaw if the total assels on iina 15, colurnn (d) of Schedule L are less than $25,000.

Reconcillation of Inco

me (Loss) per Books With Income per Return (See instructions.

Net Income (loss) per books

Federal income tax . .. .
Excess of capltal losses over capml galns .
Income subject to tax not recorded on books
this year (itemize) ......c.oooemeciiiinnan.

O N =

Expenses recorded on books this year not
deducted on this retum (itemize):
Depraciation .
Contributions carryover s

a
b

8 Add Ilnas 1 through 5

Schedule M-2

Anah-fsls of Unappropr

8l 799 74 7  Income recorded on books this year not
15 219 72 included on this return (itemize):
Tax-axempt intevest $ \
8 Deductions on this return not charged
against book income this year {itemize):
a Depreciation . . 76067 5§
b Contributions caryover  $ ......._._.
76 067 52
58 370 74 9 Addlines 7 and 8 . 76 067 52
155 390 20 10 Income {line 28, pggﬁineesessnnes 79 322 68
ated Retained Earnings per Books (Line 25, Schedule L)

361 514 81

1 Balance at beginning of year . 8 Distributions: a Cash.
2 Netincome (loss) per books b Stock
3  Other increases {itemize) ...._.._............ X ¢ Property [:
8 Other decreases (itemize): ..
‘ 7 AddlinesSandé .
4 Addlines1,2, and3 443 314 55 | 8 Balancestendof yewr(ine 4 lessiine?) [ 443 314 55

® Printed on recycied saper *U.8. Government Printing Office; 1983 — 345-287

;



12/20/04 MON 17:12 FAX 770 423 1842 THOMBLEY & SIMMONS PC .022
Eﬁ: 1 45-1"133

g . u.s. Corporatlola }pcomg ax Retyrn
.. Forin 1120 For calendar yasr 1984 or tex ysar |a__ ondng 172+ |s
Depertment of the Trassury 1994
[ntarnel Reveuus Service »-_tnstrustions ars separate. Sse page 1 for Paperwork Redustion Aet Notice.
A Check if & Uss Name B Employer Mentiticetion aumber
1 (C:l:l::.";l::;l L (| :ff." GROOME & ASSOCIATES INC 58-1810366
2 Personel nm-g 20.[__]| Other- | Number, street, and room or suite no. {if a P.0. box, see page 6 of instructions.} € Date incorporated
ar:::::lcumuu car| wiss, P O BOX 7 2 9 8 / 31 / 88
{as definné in Tamp. ::,“"‘ City or town, state, and ZIP code T Total sxsuis isee Speciiic
Rogs. sec 14T} ortype.|  TRAVELERS REST SC_ 29690-0729 frssetion)
E_Chack applicable boxes: __ (1} Initlel roturn_ (2) || Final return__ (3} |.] Change of address $ 2678103.81
1 & Bross recalpts ar sales . g] b Less raturns sad sllawances D 2144;5-56]0 Bal 1s 1T1530701.33
2 Cost of goods sold (Schedule A, line 8) 2 10136732.78
3 Gross profit. Subtract line 2 from line 1c ) 3 1393968.55
4 Dividends {Schedule C, line 18) | 4
© 5 Interest 5
E 8 Grossrents e, (]
E | 7 cross rovaties L)
8 Capital gain net income {attach Schedule 0 Warm 11201} . 8
9 Net gain or {loss) from Form 4797, Flrt Il, line Form 4797} ]
10 Other incame {(attach schedule} CELﬂm 10 4918.27
11 Tatal income. Add lings 3 through m 11 1398886.82
12 Compensation of officers {Schedule E, line 4) 12 2000060.00
13 Salaries and wages {less employment credits) 13 363729.83
14 Repairs and meintenance - 14 19254.58
15 Bad debts e 15 33749.132
18 Rents ves PPN 18 19m
17 Taxesandlicenses e L 60586.45
18 Interest . N " 18 62927.29
w | 19 Charitable contributions ) e e 7822 .27
S | 20 Depreciation lattach Form 4562) .20 132871848 N
‘—g 21 Less depreciation cl d on Schedule A and mersonreturn 21a 441%99.98| 21 88671.86
B[ 22 DORIBtION e et s nee s s : 2
S |23 Advertising vttt 23 9225.96
24 Ponsion, profit-shering, ate., plans 24 84000.00
G EMployee BBne PrOB BMS 25
26 Qther deductions fattach BEhedUle) | . ... sss sz 28 209179.08
27 Total dedwstions. Addlines 12Zthrough 26 s .z 1335426.44
28 Taxsble incame befers nat operating less deduction and specis! dedeetians. Subtract Haa 27 from tine 11 e .| 28 63460.38
29 Less:a Net operating loss di | 28a| o
b_ Special deductions (Schadula C, line 200 _....... [29] 29¢
30 Taxable itcome. Subtract line 28c from line 28 . 180 63460.38
31 Total tax (Schedule J, line 10) kD 10865.09
32 Payments: a 1993 overpayment st
a credliedto 1088 32a
H b 1994 estimeted tax p o | 320 152719.7
E_ ¢ ﬁ:'r' lnu nhml applind for - 320 i
s s Tax daposmd with Form 7004 . . | 320
s 1 Credit from reguiated investment companies lattach Form 2435) . |32t B
% g Credit for Federal tax on fuels (attach Form 4136} 32g 82h 15219.72
& | 33 Estimated tax ponalty. Check if Form 2220 isattached L ] )
34 Tax due. if line 32h Is smaller than the total of lines 31 and 33, enter amourtowed 34
35 Overpayment. If line 32h is largar than the total of linas 31 and 33, enter amount overpald 35 4354.63
3B_Enter amount of line 35 you want:_Credited to 1885 sstimated tax P 4 354 .63 "Ratunded > [ 38
Under penstiies o} pu]nly 1 declere tiat | have axamined Lhis relusn, Inchudiag mé and 1a the bast of my knawledge snd bellel, it Is trne,
Please | Sorreck and complete. Declarstion of preparar {other then laxpayes] (s based lll all lfml.lu cl which praparsr fiss any knowledge.
Sign
Hore }ﬂgmn of oflicar Dets }""' )
S (o 8716795 [SW5liyes — [ 95565 BI4T
Pes v |Fiminme  THOMBLEY & BSIMMONS PC w58 1582344
Use "~ |t 305 LAWRENCE ST STE 100 wr e B 30060
v and eddress MARIETTA GA 30060
411001 H781
02~14-35

?—_-



{a) Name of ofticer 1b) Soclal securlty of time stack owned [f) Amount of
number to business | [d) Common | [e) Preferred -
kil ~1 LEE vK GROOHE T I WA et 3 i e s 0] _-9 - s ~-. == o-.—a e e ) ;Ge—u- -
2 Total campensation of officers 200000.00

@o23

12/20/04 MON 17:13 FAX 770 423 1842 THOMBLEY & SIMMONS PC CLRVBIT L
Ferm 1120 {1984) MGG—IUF 3 Page 2
ds d
VOO B O NG O YOAr e ———————— 1
2 Purchases 2
3 Cost of labor 3
4  Additionat sectic 4SCHEDULE
5 Other costs {sttach schedule} 5
8 Total. Addiines 1throughS []
7 inventory st end of year 7
8  Cost of goods sold. Subtract line 7 from ling B Enter here and on page 1,line 2 8 10136732.78
9a  Check all mothods used for veluing closing inventory:
[ cost 7] Lawsr of cost or market as described in Regulstions section 1.471-4
] Writedown of subnormat goods as described in Reguistions section 1.471-2{c)
[ other (Specify methad used and sttach explanation.} B>
b Check if the LIFQ i y method was d this tax year for any goods (If chacked, attach Farm 970} »[ |

¢ If tha LIFO inventory method was used for this tax ysar, eater percentage {or amounts} of
closing inventory computed under LIFO

d Do the rules of sectian 263A (far praperty groduced or acquired for resale) spply to the corporation?

a Was there any change in determining quantities, cost, or valustions betwsen opening snd closing inventory?

Caaoes l:,LYn No

If "Yas,” attach exp

Dividends and Special Deductions et

{a) Dividends

b} %

(o) Speciaf deductions
{a) x {b}

1 Dividends from less~than-20%-owned domestic corporations that are subject to the
70% deduction {other than debt~financed stock}

2 Dividends from 20%-or-more-ownod domastic corporations thet are subject to the
80% deduction {othar than debt-financed stock} i

3 Dividends on debe-ti d stock of sud foraige {saction 248A)

# [ividends on certain prefarred stack sf less-than-20%~owased public stilitlas

5 Dividends ou certaln prefarrsd stock of 20%-ar-mera=owned peblic stiltiies

ek

6 Dividends from [ess-than—20%~owned forsign corporations and certain FSCs that are
subject to the 70% deduction |

70

7 Dividends from zu%-or-mura-awne;i"i'c'l;;i‘u.nmx.:arponﬁons and certain FSCs that ars
subject to the 80% deduction

80

B Q04 eatucrian Goctlon TASIgreian sutsidlerien blectin e .

9 Total. Add lines 1through 8,
0 Dividends from domsstic carporations received by a small businass investment
company operating under the Small Buginess Investment Act of 1958

-

100

11 Dividends fram certain FSCa that are subject to the 100% deductian {ssction 245{cK1}

100

12 Dividends from slfilisted qrowp members seb]ect o tha 100% deduction (sec. 2430aX3Y%

100

13 Other dividends from fureiga carperations not includeg en lines 3,8, 7,8, v 41 =~

14 tncome from contrelled fareign corparations under subpert F {attach Fosmia) 6471)

15 Forelgn dividend gross-up {ssction 78)

16 1c -0SC and tarmer DISC dividemds not fucinded on ines 1,2, or Slsection 2480

‘1 nmr d“idmd: e Seerrsaresetatansanrnarans
18 Deduction for dividends paid on certain praferred stock of public utilites
19 Total dividends. Add lines 1 through 17, Entar here and on line 4, page 1. »

20 Totat |ioi|| deductions. Add lines 9, 10, 11, 12, and 18. Enter here and on line 29b,page 1 ............. ...

Compensatlon of Officers (See instructions for line 12, page 1.)

Complets Schedule E only if total recsipts {line 1a plus lines 4 through 10 on page 1, Form 1120) ars $500,000 or more.

{e) Percent | Percent of corporation

3 Compensation of officers claimed on Schedule A and alsawhera on return ettt n bt s sres e s

4 _Subtract line 3 from line 2. Enter the result heve-and on ting 12; pege -

41181
10-83-94




12/20/04 MON 17:14 FAX 770 423 1842 _T’I:IOMBLEY. & SIMMONS PC

doz24

WA L
Form-1120 {1384) RoFD s
Bslance Sheets 1 Beginaing of tax ysar r End of tax yosr
o Assots ol {d)
1 Cash F 1646.12

2a Trade notes and accounts ¢
b Less allowance for bad debts
Inventories

U.s. gmrnmnnt nbllgluons -

Tax-exempt socurities
Other current assets PRE

Loans to stockholders

0 NSt hw

Mortgege and resl estate loans | . .
8 Otheri _REAL_ESTATE
10a Buildings sad ather depceciable sssets
b Less accumulated depreciation
11a Deplatsble assets
b Less accumnilated deplsﬂun .

12 Land (net of any amortization}
13a Intangible asssts (amortizable only)

b Less accumulated amortization u ) : { ]
14 Other assats DEPOSITS o b . e 4 1130.00
15 Totafmssets . ... pietendenties « 39k i -
Liabffitias and Stoekholders” Equity PRSI N 3 R A e i
16 Accountspeysble : G 901611.9 8 .
17  msrtgages, notes, hull peysble in I-u ln- 1 yur 5 . -
18 Other current lisbilities f_!_(;_CRUED ] e N .
19 Loans from stockhoiders EX?ENSES : 5
20  Mortgages, sates, bonds peysble In 1 yesr armera | 3
21 Other libilties DEFERRED...INCOME . OO 500090
22 Capite! stock: a Preterred stock TAXES & i LA
b Common stack N 230500.00 G0. 230500.00
23 :nld-in of capital surplus : ! R
24 et ik schetulad ..,
25 Retoioed oarnings - Unappropriated o : - D5 485688.38
26 Less cost of treasury stock . 2 i ‘ : ( )
27 Total lisbilities and stockholders” squity ... 5 9. 9 BNy .
Note: You are not required to complete Schedules M~ 1 and M~-2 below if the total assots on line 15, column {d) of Schedute L
are less than $25,000.
e Reconciliation of incoma {L oss) per Books With Income par Return
1 Net income loss) per books . 79 recorded on books this year not
2 Federal i ux 10865.09]  inciuded on this rotun (itemize):
3 Excess of capital losses over capital gains Tax-exempt interest $§
4 Income subjact to tex not recerded on beoks thls yesr | ; 4 7 SR %
{itemize): S RS
8 Deductions an this return not charged : :
Expenses recorded on books this year not Tl against book income this year r:h;n.;]f;js 19 o .
Eﬁd'f"e pisapyn titemizyy: : G| & Depreciation | § 775.39 ' o
ik c_m“ﬁgu EHK b L8 .
L . M viiive
OFFICERS 'L"I'l'—'E"‘INS"" ‘“-42706“1"4 ‘ 67996.85| 3 Addiines 7and 8 :

Analysis of Unappropriated Ratainad Earnings per Books (Line 25, Sohedule L]

8 Add lines 1 mrcufn § - 10 Income {lina 28, mcl)-llnuﬂlunlme! 63460.38

1 Balsnce st beginning of yssr 443314 5 5 Distributions: a Cash

2 Net income (less) per books b Steck

3 Other increases (itemize): ¢ Property

6 Other decreases [itemize) :

1 7 Addlines5ends

4 Addlines 1,2, and 3

41103¢
10-03-24

R



THOMBLEY & SIMMONS PC

12/20/04 MON 17:16 FAX 770 423 1842
L i U.S. Corporation Income
- = Form 1 1 20 For calsndar year 1908 or tax year ':po aﬁLJ;IJJQ P .;gx Re 1 31
Dapartmant of the Tressury -
Intemal Bevers Sorvics 2> instructions 0 sennritg..Se0 age Lfor Pagerwork Aadaction Act Mtes. ,
A Checkif a: Use Name B Empioyer identiflcatton number
* Comengnec s [ 1] RS  Broome & Associates, Inc. 58-1810366
2 Personainoiing co. 1| Othar. | Number, strest, and room or sulte no. (If a P.0. box, see page 6 of Instructions.) C Omte incorporsted
o was. [P.O. Box 729 8/31/88
on Goneds in Temp, D City or town, state, and ZIP code D Totsl aseets I'TS
R O b o [Travelers Rest, SC_29690-0729 el
_E_Chiack applicable boxes: 1 initial retum Fina! retum 3 Change of address s 2,403,270.85
1 2Gross receipta or sales ’ r . 2 Loss retums and 7 9-2§JB Bal» | 1 | 8,731,341.89
2 Cost of goods sold (Scheduls A, ine 8) . 7,731,866.67
3 Gross profit. Subtract line 2 from Ane 1¢ 999,475.22
4 Dividends (Schedule C, lfina 19)
6 Inferest ...
g 8 Grossmants ...,
£ | 7 Gross royatties
8 Capital gain nat income (attach Scheduls D (Form 1120))
9 Nat gain or {loss) from Form 4797, Part il, ine 20 {attach Form 4797) |
10 Other income (attach schadule) - 5,002. 50
|11 Totalinepme,. Add lines 3 throu gh10 1,004,477.72
12 Compensation of officers (Schedul E, fine 4) .. ... 80,000.00
18 Salaries and wages (less empioymant credits) ... 304, 816.25
14  Ropalrs and maintenance 43,368.32
:: ::::eb’(x 165, 000,00
A7 TaXES ANGIGONSES oo 51,086.16
18 interest ... 91,314.00
19 Charltable sontributions .. . B
20 Depreciation (attach Form 4562) . 112,946.64
21 Less depreciation claimed on Schedule A and elsewherson rstum ... 21a | 68,355.62 210 44,591.02
22 DBPIBION  _.....oioeeiceencereecsieenteess e teeesns e sana e er s aae et srseae e st z
23 Adesorﬁshq 23 5,808.37
24 Penslon, proﬂt-sharlnq. GO DS e 24
25  Employee benefit programs ... ...........c.ocoeveemereavsverenns 28
28 Other deductions (attach schaduls) o L 28 216,571.88
27 Total deductions. Add fines 12through 26 ..... . » 271 1,002,5356.00
28 Taxable (noome betore net opermting loss and apeciel Subtract ine 27 fomline 11 .. 28 1,921.72
23 Less:a Net operating loss deduction 288 |
— b __Sgeciat deductions (Scheduie G Kne 20} ... [ 28b | 200 |
30 Taxableingome. SUDLROLHNG 29GTOMUNB2B ..\ oorromceecorsomessessesseeerereserses e s 30 1,921.72
81 ToMaltax (SONAQUID J, 10 T0) ..o 3 288.26
B i toun o v |22 4,271.06 :
% b 3995 setimated tax payments ... | 320 ’ 37 :
E | comPomadms oS 32 ) aBat p) 324 13,916.43;
& 8 Tax deposited wilh Form 7004 32e L
'g t Credit from regulated Investment companies {attach Form 2438) , ..................... | 321 )
5 0 Cradit for Federal tax on firels (attach Form 4136} 32 3zh 13,916.43
¥ | 23 Estimated tax penalty. Check if FOrm 2220 18 aaCh8 ....................oosoeooeeoooesreooeeeeesoeessesserssesesene s »[ ]l 33
34 Taxdue. Ifline 32h is smaller than the total of lines 31 and 39, entoramount owed ... .............coeoieeeermeeriacns )
35 Overpayment. |fline 32h Is targer than the fotal of lines 31 and as, anter amount overpald ... ..c....o.coeeerrr | 96 | 13,628.17
| 36 Enter amount of iin u want: _Creditad to 1998 estim: 300 00 notunded P | 38 328,
Undaer penaities pqu.ldmbmlnmmm retum, hd\nl bmmurmkmmwuﬂ-’.m;wu
S|gn comect, and complate. Deciamtion of preparer (other than. whbmmdmnmﬁmlenmh-nylmmu
Here ’ J
Signature of officer Tite
Pal | Someme [ sun 8726 /96 ariorsa C]T'i"g 92 6341
Pre e |Fmenme  THombley & Simmons, P.C. El Mo, 811582344
e |Gyl o P305 Lawrence Street, Suite 100 [P cose ?o 06
Oy ladesimes  ’ Marietta, GA
211801
12.01-08 H761

N"
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12/20/04 MON 17:17 FAX 770 423 1842 RIT A~
Ty 1 1120 (1906) ﬁ 2 OF _Pigez
st of Goods 8 12 of Instructions.)

T INventory atbagINAIIG OTYBAT ... ..ot ettt e s e st et st be et ea e e 1

2 Purchases .. 2

3 Costoflebor . ]

4 Addilonal section 263A costs (attach schadule) sSchedule 1

6  Othercosts {attach achedufs)

8  Yotal. Add fines 1 through5 (]

7 lnventoryatendofysar ... .. A

8 Cost ot goads sold. Subtract ine 7 from fine 6. Enter hora and ow paga 4, tne2 .. [y | 7,731,866.67

]

8  Check all methods used far valuing ciosing Inventory:
(0 [X] Cost 5 described in Requiations section 1.471-3
#® ) Lowsr of cost or markst as described in Reguiations section 1.471~4
(my 7 ower (Spactfy method usad and attach axpianation. ) >

b Chack if thera was a writsdown of subnormal goods as descrided In Regulations sactfon 1.471-2(c)

€ Check if the LIFO inventory method was adoptad this tax year for any goods (If checked, attach Form 970) .

d Hthe LIFO Inventory method was usad for this tax year, anter percentage (or amounts) of

closing inventory computed under LIFO .,

o Do the rules of saction 263A (for property produced or acquired for resale) apply to the corporation?

1 Was there any change in determining quantities, cost, or vakuations between opening and closing inventory?

1£ 78S, At aOt X PR 0N ..o it e e e L1 Yes No
a) Oividends &) Speclal deductions
DMdends and Speclal Doducﬂons {e) Dividen (% [ (GSposialx
1 Dividends from less-than-20%-owned domestic carporations thet are sublm to the
70% deduction (othaer than dabt-financed stock) 78
2 Dividends from 20%-ar-more-ovnad domastic corporations that are subject Io lh- P
80% deduction {other than debt-financed stock) .................
3 Oividends on debt-finenoced atuck of domestio and foreign corporationa (section 2464) ...
4 Owidends on certain prefered stock of isse-than-20%-cwnod public utiities 2. ..
§ Dividencs on certain preferred s1ook of 20%-ormors-owned pubic ulitties 48
6 Dividands from less-than-20%-owned foreign corporations and certain F8Cs that are
aubject 10 the 20% dBAUCHON __.............cccoeeeriemeeirec ettt eeneseneee 7¢
7 Dividends from 20%-or-mors-owned forelgn corporations and certain FSCs that are
subject to the 80% deduction ........................... 80
8 ?&?‘m:dwm%mwmmmhh 1
9 Total. Add lines 1 through 8 .,
10 Dividends from domastic corparations racelved by a small business mvestment
company oparating under the Small Business Investmant Act 61968 ... . 100
11 Ohvidends from cartain FSCs that ae subject o the 100% tion (section 245X1) 100
12 Dividends from aMilated group members subject to the 100% (nes,

13 Other dividends from foreign comporations not inctuded on fines 3, 8, 7, 8, or 1%
14 Income from controlied foreign corporations under aubpart F (attmch Formis) 5471)

1§ Foreign dlvidend gross-up (section 78} ... . ..

18 1C-DISC and former DISC dividends nat Inckuded on finee 1, 2, or 3 (section 248(d)
17 Othardividends ................cccocovemmieireerreereeesasenerones

18 Deduction for dividends pald an certaln praumd mck of public utiities ..
18 Total dividands. Add lines 1 through 17. Enter hers and on lins 4, page 1

{a) Nama of officar {h) Socias security () Amount of
number devoted compensation
ness | {d) Common ] (8] Prefsrred
.3 Lee K. Groome. .. .occocmme - o RAB~IZm=L zgajfg %TE.VK, 130-.-000 - 80,000, [« Y2 VO
2 Total compensation of officers 80,000.00
3 Compensation of officers clzimed on Schaduls A and elsewhervonretum ... .. ..
— N A -

9%
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WMEBIT A
Form 1120 (1995) %{ 3F 3 sy
 EETYN Beiencs Shests | T I -

- Astats

1 Cash

2a Trade no 85 an acco 8

b Loss allowance for bad debls

invantaries

U.§. government obligations
Tax-exempt securkies | .,

O~ sw

Mortgage and real estate loans
9 Otherinvestments ,
10a Bulldings and other dopmclablo assots
b Lass accumulated depreciation
11a Depletable assets ..........
b Less accumulatad dopleﬁon

12 Land (nst of any amoitization) .. R e . i
138 Intangible assets (amortkzable only) ... 1 ; S S S
b Less accumulated amortization
14 Otherasssts ... ...Dsposits 4 130, ’ .
16 Total asssts : [4 7 - 2 7 ’ -
Liablilties and Stockhofders’ Equity 2 2 f bl RS
18 Accounts payabts ... v 814,888,190 , , 68 .
17 mmmmmmnmm1m 7 ¢ ,011,254.29 : 976,402,
18 Qther current liablitties Aqsrwed. Bxpenae | 112, _ . .
18 Loans from stockh ; 5 { ;
20 Mongages, notes, bonde pq-hbhn yoar or more : R
21 5,000. >3, -
22 Capital stock: 8 Preferred stock _. 3 : X
b Common stock .. ¢ B 230,500.00 ’ . 230,500.00
23 Paid-in or capitat surplus ........... ; el
24 Retainad saml N . : . _‘
25 Relained eamings - Unappropriated ... o 485, R e 467,944.48

‘28 Less costof treasury stock .................... an Q : :
27_Total liabllltias and stockholders’ equlty ...... . ; . o ; 403, -85
Note: You are not requirad ta complete Schedules M-1 and M-z belowtftne total assets on line 15, columa (d) of Schedule L

ary (68s than
M Reconclliation of Income ;Loss] For Books With Income per Return
< . 90>

1 Netincome (foss} per books 7 ncome recorded on books this year not

2 Federalincomatax ... : 288.2 included on this return (Ramize):
3 Excess of capital losses aver capHal gains Tax-gxampt interest  §
4 Incame subject o tax not mcorded o0 baoka this yeor ;

(arniza):

_] 8 Deductions on this retum not charged

§ Expenses recorded on books this year not ey against book Incoma this year (itemize):

deducted on this retumn (Ktemize): e e 1 a Depreciation ... s 24,610.23

% Deferred_Inc§ _ 8,000.00 ! b Sonane . $

b Country Clubs _ 2,376.00 e 3

Travalana  Dues 5 LRI RN 3
C ontertainment ... & 4 R RERY
Officer Life Ins. 28,164 .00 43,987.59| g Addiines7and8 |

26,531.95
Ea

1 Balnncoazbnqlnnlngofynr 5 Distrbuﬂans
2 Natincome (loss) per books ...

3 Otherl {itamiza):

a Cash .
b Stock ...
¢ Propsty ..
8 Other decraases (ftemize) :

8_Balance at end of year (Hne 4 less e 7} ... 467,944.48



¢

028
12/20/04 MON 17:20 FAX 770 423 1842 THOMBLEY & SIMMONS PC @
5 Y 6&” foF 2

" Jof
e 1120 | e p COrporafignigopme Tax Retyip, 5y op [omste—
sl IS : 1996

A Check it a: Use Name B Empioyer | ‘entifiostion aumber
1 Gonsallgated ratum I3 GROOME & ASSOCIATES, INC. 58-1810366
o fabel,
2 Personat nolging co. |11 ptnar- | Number, strest, and room or suite na. (If a P.O. box, see page 6 of Instructions.) C Dute incarporated
almw-"“’ - wae, [P.0. BOX 729 8/31/88
18 defired in T City or town, state, and 2IP cods D Totst ussats (see page 8 of
ol | RAVELERS REST, SC_ 29690-0729 immctoref
_E_Check applicable boxes: 1 Inktial raturn (2 Final return 3 Change of address s 3,005,699.38
1 @Gmes reaaipts ar ssise f) ¢ . 1 Loen ratums anc B 2lecga» | 18] 9,021,916.19
2 Costafgoads Soid (SThedUI@ A, INBBY . . . e eeee 2 [ 8,029,578.13
3  Gross profit. Subtract line 2fromtine ic ... ... 3 ,492,338.06
4 Dividends (Schedule G, I8 18) . et 4
S intersst . ... ... ... 8
g B BIOSSIBIMS .. ... .oieiireeieenssescoeeennasensessseness s samesaares e sss s s 8
E | 7 GrossroyaMies ... 7
8 Capital gain net income {attach Schedula D (Form 1120)) ... 8
9 Netgain or {loss) from Farm 4797, Part I, in 20 (altach Form 4797) ., 1,500.00
19 Other income (attach schedule) ................... % Ol_g’ % ;9;2 - gg
" Total 'I‘l!ﬂm!. Add lines 3 gh10 . .............. ’ 2 -
12 Gompensation of officers {Schedule E, line 4) 330,000.00
18  Salaries and wages (lsss employmant credks) ~ 258,639.98
14 Repairs and maintenanca ... 73,944.81
16 Bad debts 5,030.28
16 Rents ... 180,000.00
17 Taxss and licenses 64d,234.26
18 Interest 86,713.53
- 1@ Charitable contributions . 8, 139.00
5 20 Depreciation (attach Form 4562).
% 21 Less depreciation claimed on Schadula A and sisewhers on returm 40,295.74
22 pepletion
S | 23 adertising ............ 733.94
24 Pension, pruﬂt-charlna.-tc Plans 50,203.00
25 Employee benefitprograms . . 1
26 Other deductions (attach schedule) ... [ 328,849.80
27 Total deductions. Add lines 12through 26 . . ... . . . . 1,430,784.34
28 Toxabie Income betore net losa 73,252.56
29 Less:a Net operating loss deduction
| b_Special deductions e G, N820) 12on] 20¢
30 Taxabls Income. Subtract ling 29¢ from fine 28 . ) ... |30 73,252.56
31 Totaltax (Scheduls M8 10) .. .. ..o 13,313.14
32 Payments: a 1995 mrp-yml
g credited tv 1998 ... creeen
§ | b 1996 esumateatax wm ......
€ on Form 4488
r% 8 Tax deposited with Form 7004
E t Credit from regulatad Investment companies (attach Form 2439) .
% g Cradit for Fedaral tax on fuals (attach Form 4136} .. ... . 300.00
* | 33 Estimated tax penalty. Check I Form 2220 Is attached ... ... 0.00
34 Taxdue. Ifline 32h is smaller than the tolal of lines 31 and 33, enter amount owed . U 13,013.14
35 Overpayment. Ifline 32h is larger than the total of knes 31 and 33, enter amount overpaid ... e | 88
'_"L'”_‘E um::‘::':zl!:' h::qﬁ lal:avf- thel | mu::v:m: Mlznllllll:l Inc.lldlnu > ] %gw lmg:mm Delle, It i true,
Sign correct, and complete. wuum—mwmmmquwmumamummnmm
Hero ’s&mmuam Oute }“'"
Proparers r-fu
Pald | e | s 08726 /97| SFermpiores [ 52 54T
PIg g | Frmianame OMBLEY & SIMMONS, P.C. [Ena  » 38 15
bae © |y 305 LAWRENCE STREET SUITE 100 (2reose B 3006
Only  |awasaaess  ” MARIETTA, GA 30060
311801
n-z7-87 JWA

N
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12/20/04 MON 17:20 FAX 770 423 1842 THOMBLEY & SIMMONS PC

. EXHBIT Al
Form 1120 (1998) g MoveE zor3 Page
L m Cost of Goods Sold (Sse page 12 of instruotions )

1 Inventory at begianing of ysar . g 1

2 Purchases ... ... ... 2

3 Costoflabor 3 SCHEDULE 1
4 Additional section 263A costs (aftach schadule) . 4 :
§  Othercosts (altach schedule) ... ... [

8 Totai. Add Hnes 1 through 5 5

7 lnventoryatend ofyear ... .. . I

8  Cost of goods sold. Subtract kne 7 frorn Hne 6. Enwhmmdonpaqu B2 e 8 8,029,578.13
84  Check afl methods used for vaiulng closing inventory:

() [X,] Cost as dascribed In Regulations section 1.471-3
(il) D Lower of cost or market as described in Regulations saction 1.471-4
(i) (1 otner (Spectty method used and attach expianation.) »
Chack if thars was a wiitedown of subnormat goods as described in Regulations saction 1.471-2(c)
Check if the LIFO Inventery method was adopted this tax year for any goods (if checked, attach Form 970) ...,
d  Hthe LIFO inventory method was used for this tax year, enter percantage (or amounts) of

closing inventory computed undsr LIFO

L -

® I property is p or acquirad for resale, do the rules of section 263A apply to the corporation?
f  Was there any change in determining quantities, cost, or valuations bety paning and closing i y?
1 "Y6s" attach @XPIANANON ....coooociioisiiniies e e s e L] Yos [XIne
TN Dividends and Speclal Deductions {n) Dividends {b) % | (€)Special deductions

recalved (a) x (b)

1 Dividands from less-than-20%-owned domastic corporations ﬂlat ara subject to the
70% deduction (other than debt-financed stock) .................cceeoreeemceieeennne )
2 Dividends from 20%-or-more-gwned domestic corperations that are subjsct i the

80% deduction (other than debt-financed stock) ..... 80
300 on fin stock of and foreign (saction 248A) s 8
4 Dividenda on certsin prefermed 3tock of leas-than-20%-owned publio utiities 2
6 Dividends on certin prefaed stock of 20%or-mone-owrted public ultlities 48
6 Dividends from less-than-20%-owned foreign carporations and certain FSGs that are

subject to the 70% deduction ... ... ... ... n
7 Dividends trom 20%-or-mors-ownad foreign corporations and certaln FSCs thatars -

subject to the 80% deduction __ 80
8 ?I&k’l‘enm from mmm W -ubdd‘luie' tunpﬂ h m- 100
3 Total. Addlines 1 \hmuuh 8. g i 2

10 Dividends from domestic corpomions received by a small business investment
company operating under the Small Business Investment Acto? 1958 ... ... ... 100
11 Olvidends from oertain FSCs that are subjeot to the 100% deduction (wection 248(0X1) 100

12 Dividends from atliated group members subject to the 100% deduciion {sec. 243(a3)
13 Other dividends from forsign corporationa not inciuded on lines 3, 8, 7, 8, or 11
14 Income from controliad foreign corporations under subpest F (attach Form(s) 5471)
15 Foreign dividend gross-up (section 78} _....
18 IC -DISC and formar DISC dividends not included on lines 1, 2, orslnuuun 2486
17 Otherdvidends .. ...t eecsansanens
18 Deduction for dividends paid on certain prefarred stock of public uthities __

19 Total dividands. Add lines 1 through 17. Enter hara and on line 4, page { ... B
(c) Porcum Pomnt of corpor:ﬂon
(@) Name of officer () Social sacurity stock ownad N Amount of
number d compensation
%_HM_ 4) Commol — I
i{LEE K. GROOME ~—~ — — =" " F 4§ 9y=12901100.000X00 . 000 ~— [~ 330,000.00
2 Total COmPENSation D OMICOTS . . .. e eees e e eseesere e 330,000.00
3 Compeansation of officers claimed on Schedule A and eisawhsre on retum
et 4 Subtract iine 3 from line 2, Enter the esult here-apd-gnfine 12, page 1 -

0-26-26



THOMBLEY & SIMMONS PC [@o3o

2 17:21 FAX 770 423 1842
12/20/04 MON o AJ
] oo L ~ & 2063 504
L. Butance Sheets par Books ‘Beginning of X year T poyrr—
T

1 Cash
2a Trade notes and accounts

h Less allowance for bad debts
Inventories
U.5. govemment obdigations
Tax-sxempt securities

Loans to stockhoiders
Mortgage and real estate loans ...
Other investments
10a Buildings and other depreciable asses ...
b Less accumulated dapraciation
11a Depletable assats
b Less accumulated depletion .
12 Land (net of any amortization}
413a intangibla assets (amontizable only) |
b Less aocumu'D"gd a:rﬂrgnﬂon _______________
14 Qtherassets Cash Surrender Value
15 _Total assets OF Life Tns.
Liabiiities |nd smmmum' Equity
16 Accounts payable _...
17 Mortgages, notes, bands paysble kn lesa than 1 year
18 Other currant liabilities Accrued Expens
18 Loans from stackholders . ._................
20 Morigages, notes, bonds payabie In 1 yeer of more
21 Otherliabilitles, Defexred, Ingomg Taxe
22 Capita) stock: & Preferred stock . .,
b Gemmon stock
23 Paid-in or capitai surplus ...
28 ot (emon schecuie

D@~ W

26 Retainad eamings - Unappropriated . 534,782.27
26 Less cost of treasury stock . ... ... ] .
27 Total liabilitiss and stockholders' aqu ,005,699.38

Nota: You ara not required to complete Scheduies M-1 and M-2 below |ftl|o tnu assats on line 15, column (d) of Schedule L

than $25,000,
Reconciliation of Income (Loss Books With Income per Retumn

1 Net income {loss} per books ¢ . 7 Income recorded on books this year not
2 Federal income tax . 13,313.14 i on this raturn (itemize):
3 Excess of capital l0sses over capitat qatns Tax-exempt interest  §
4 Inocome subject to tax not recorded on boaks thie ysar
mww: : Z : 3
| 8 Deducticns on this retum not charged
8! Expenses racorded on bocks this year not ; : i agalnst book Income this year (ftemize):
geducted on this retum (itsmize): 8 Dspreciaion ..., $ ,190.28
géigjé:;%axes 3_71_2‘12__8% b mm $
caTyover ... $ l e
Teoes) end s 9,674.01
( Citip Poes ~§,945.00 A3 7 anas

....... N 10 _Income (line 28, page 1) - line 6 iess fine 9
Eami per Books {Line 25, Schedule L)

§ Distributions: a Cash
b Stack

t Propeity .

4 8 Owher decreases (femizs) :

1 Baiance at baginning of year |
2 Net income (loss) per books

3 Otharincraases (itemiza): b
Transfer In of CSV on UIficer's ¢

Life Insurance

29,179.10

4 Addlines1,2 and 3
11831

0-26-98

W



12/20/04 MON 17:23 FAX 770 423 1842 THOMBLEY & SIMMONS PC do31
P,

SCHEDULE E Supplemental Income and Loss OME No. ﬁmoﬂ
ital resl estate, ! s

(Form 1040) Fom vt st st roraion, perieraipe 1908

e e o) D= Attach to Form 1040 of Form 1041, > Seu Instructions for Scheduls € (Form 1040). |  &5aeimrt, 43

Namas(s) shown on return . Your soclal securlty number

LEE K & MARGARET F GROOME 248-92-1290

F¥art}| Income or Loss From Rental Real Estate and Royalties Nots: Report incoms and expenses from your busingss of ranting
| progerty on Schedute C or C-EZ. Report farm rental income ot loss from Form 4835 on page 2, line 39.

_1 | Show the kind and location of each rental real estale proparty: 2 Foreach rental real estata property listad Yeos | No
A{OFFICE BUILDING v on line 1, did you or your family usé it
GREENVILLE, SC during the tax ysar or personal purposes A X
B for more than tha greater of:
e 14daysor
@ 10% of tha total days rented at fair L
G rental vaiue?
(Ses page E-1.) ¢
Income: Propertiss Totals
A ;] C (Add columns A, B, and C.)
3 Rents received ... 3 90000. 3 90000.
4 Rovalties receivad . 4 4
Expenseas:
B Advertising ..o ]
8 Auto and travel (See page E-2) []
7 Cleaning and maimenance ., 1
8 Commissions 8
9 Insurancs 9
10 Legal and other professional fees .. L1
11 Managementfees . ..............cccooinee 11
12 Mortgage interast paid to banks, stc. (see page€-2) .. | 12 74563. 74563.
13 Other interest 13
14 Repairs 14
18 Supplies 15
18 Taxes 16 9092.
17 Utilities . 17
18 Other (list) P
18
19 AddlinesSthrough 18, ... . ... .. 19 83655. 83655.
20 Depreciation wipense or deplstion (ses page £-3) ... | 20 16071. . 16071.
21 Total expenses. Add lines 19and 20 ... .. 2 99726, j
22 Income or (loss) from rental real astate
ot royalty properties. Subtract line 21
from fine 3 {rents) or ling 4 {royaRties).
If the result is a (loss), ses page E-3 to
find out If you must fils Form6188,.............. . | 22 <9726 .p>
23 Daductible rental real estate loss. Caulion:
Your rental raal astate loss on ling 22 may
be limited. See page E-3 to find out if you
must file Form 8682, Aeal estats profassionals
must complets Hna 42 on page 2 . 23 <9726 .p
24 Income. Add positive amounts shown on line 22 Do not Include any losses 24 ) 0.

28 Losses. Add royalty lossas from lins 22 and rental real astate lossas from fine 23. Enter the total lcsses hare les | 97264
26 Total rental raal estate and royalty income or (loss). Combine lines 24 and 25. Enter the resuit here.
It Parts I, IHl, IV, and line 39 on page 2 do not apply to you, also enter this amount on Form 1040,

line 17. Otherwise, include this amountin thetotaionline 40 onpage 2 .. .. . ... .. .. 28 <9726 .>
13585 LHA  For Paperwork Reduction Act Notlce, ses Form 1040 Instructions. 7 i s:huuu E (Farm 1040) 1998
13590312 751951 GROLEE93 042 GROOME, LEE K ‘GROLEEY91

1



12/20/04 MON 17:24 FAX 770 423 1842 THOMBLEY & SIMMONS PC 032

FSICLINIED 7 L1 1oAd a 3135
- " l
' SCHEDULE E Supplemental Incomea and Loss ‘ g:g.‘.%g.g,,,é
~ {Form 1040) o'r-m rental real astats, reyaities, partnamhi, v !

s —— ns,::nm. mﬁa.m&.. :J.' 1 999
ittt A > m:nwfmmmmmw. P San Ingiuctions for Seheduie E (Farmr 1040). | AT, g
Nama(s) shown an mtum Your s05ia) gocurity numper
LEE X & MARGARET ¥ GROOME 248-92-1290
Ham:t{ (noome or Loss From Rantal R -

2l Estate and Royaities Hes: Rapent income and expensas from your busness of fenting
pervonal grapecty on Sshedels C o/ C-EL. Report farm renhal incorne or joea from Fotm 4338 on page 2, fne 29.

] snnwwkm ind location of esch remal raal actite jropurty: 2 Foresoh tentel rel estale property listed Yes | No
4| OFFICE BUILDING on fine 1, did vou urwtzm- i 1
GREENVILLE during the tax vear for persanal purposss X
3| LLBTS = FL._E'_T:EE'W o mars G B g o
s, Of
LITCHFIELD, SC = 10% of the loa! daye rantad at e S
c rental value?
{See page E-1.) [
Incoma: Propenien Talals
A 1 [ columns A, B, 304 G
3 Rents mosbved ., s 110000, <IBT0. 1 07130,
_A_Royaliss voceivegl .., LI e 14
Expensas:
§ agvetising... )
§ Auto ard tmﬂ (m puo E-i) 8
7 Clesning and malntenance . RO I A
] Gﬂmmf‘tlﬂ"i..................,....,.. I N
9 tnzumnce ..., " [
30 Lagal and othar p {omal faes 1
11 Manageman! fses JPRRBRRPON I
12 Mongage mtm::pabu Dlnll -tc
(S000IBRER) _.ooooec s ’JL
73 Other intarast | 38 73876,
14 Repairs |18
15 Supplies . 16
S T T 9349.
17 Uﬁlﬂu R . | 4
18 Qner (flat) >
19
I
18 Addiinsa 5 threugh 18 BER 84245, 19 84225.
20 Dopraciation ©denns of dapletion
(vawpage E-8) m 16071, 16071.
21 Totat exgentey. Addlinas 930020 ... 0 100296.
22 (ncame of (loss) from rentsl real sstate
or royalty propartian. Subtract lins 21
from iina S (rents) or line & [royaliies).
it the rasult Is a floss), 508 page E-3 to
¥ing oyt if you mlullﬂ‘h Fa:nnum.................. | 32 9704. - <2B70,p
23 Deductivle. rantal read ostate lass. Cautlan:
Yaur rantal real egtai logs 9a lins 22 may
be imited. 308 paps E-9 to find out If you
must fits Form B582. Rea! axtals professionala L
mustcompist dne 42 on pagez . | 23 <2870,
> Add pasXive amaunts shown on fne 22. Do et lnckids sy losess ... 9704 .
25 Loxane, ASS coyaly losses Trom line 29 snd ranta sl sstats iossen from ins 23, Eneat the ot loasds here ... | 38 | J
26 Tolal rantal rest astats and roysty incams or (loss). Combina {inss 24 and 25. Enter ths rasult hare.
1FPans If, T, v, and line 39 on page £ do not apply to you, aiso Batar thic amount on Porm 1040,
fing 17. Qtharwise, Include this amauat In e tola en e 40 on page & ) ) 6834,

il LHA For Paperwurk Reduclion Azt Netles, ses Form 1040 Instructions. Senadils € (rnrm 1248) 1989
15310320 751951 GROLEES3 1999.04200 GROCME, LEE K ROLEE91




MON 17:24 FAX 770 423 1842 THOMBLEY & SIMMONS PC @o33

1?/20/04 &ma .ra
SCHEDULE E Supplemental Income and Loss PO Bout e fisora
b antal res! eutate, roysities, partnerships,
(Form 1040 ot el et vt partr e 2000
Pttt Aoy P> Attach to Form 1040 o7 Farm 1041. > Seu Inatructions for Schaduls E (Form 1040). |  Shmconeriio 13
Name(s) shown on ratum Your soclal security number

LEE K & MARGARET F GROOME 248-92-1290
;] Income or Loss From Rental Real Estate and Royalties Nots: Aeport income and axpenses from your business of renting
personal proparty on Scheduls C orG-EZ. Report farm rental incorne or loss frorn Farm 4836 on page 2, line 39.

1| Show the kind and localion of sach rentai real estate propsry: 2 Faoreach rental real estats property listed Yes | No
A|OFFICE BUILDING T on lina 1, did you or your tamily use it iR
GREENVILLE, SC durlng tie tax ysar for parsonal purposes A X
8 for more than the greatar of:
o 14days,or
’ ® 10% of the totai days rented at fair B
[+] rental value?
{See page E-1.) []
P rties Totals
Income: A mp-a [ {Add columns A, B,and C.)
3 Rents received .. 3 185000. 3 | 185000.
4 _Royalties raceived 4
Expenses:
§ Advedtising................ e 8
6 Auto and travel (see pags E-2} [ ]
7 Cleaning and maintenance 7
8 Commissions 8
9 Insurance 9
10 Lagal and other professional fees 1
11 Management fess 1
12 Mortgage interest paid ta banks, atc.
(ses page E-2) 12 109437. 109437,
13 Qtherinterast .. e 118
14 Repairs 14
13 Supplies 15
18 Taxes .. 18 9485.
17 17
18 Other {list) »
18
19 Add lings 5trough 18...............ooovvvereeeense 18 118922. 118922,
20 Depreciati P or ti )
(se8 page £-3) 20 16071. ! 16071.
21 Total expenses. Add lines 19 and 20 2 134993.
22 income or (loss) from rental real astate
or royalty properties. Subtract line 21
from fine 3 (rents) or line 4 {royaities).
It the resuit is a (ioss), see page E-3 to
find qut if you must fils Farm 6198..... ... | 22 50007.
23 Daductible rantal reai estate loss. Caution:
Your rental real estate ioss on line 22 may
be limited. See page E-3 to find out it you
must file Form 8582, Real estate professionals
must complate line 42 0n page2 23 | A
24 incame. Add positive amounts shown on line 22. Do not include any losses ., 24 50007.
25 Losses. Add royaity iosses from line 22 and rental reat estate tosses from ling 23, Enter total lossas hes )_29 { )
26 Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result here.
if Parts i, 11, 1V, and tina 39 on page 2 do not apply to you, also enter this amount on Form 1040,
fine 17. Otherwisa, include this amount inthetotaion line dDonpage 2 * ... ... 28 50007.
FL 4 LHA  For Paperwork Reduttion Act Notice, ses Farm 1040 instructions. 11 Schedule E {Farm 1040) 2000
10590327 751951 GROLEE93 2000.05000 GROOME, LEE K GROLEE91

—-—-—-——_‘




L2/20/04 MON 17:25 FAX 770 423 1842 THOMBLEY & SIMMONS PC W a gi‘l
- oF 6
SCHEDULE E - Supplemental Income and Loss s E%’ﬁnﬁgs&on

. ) o m‘“, rtnershi
- (Form 1040) 'i'%"'«?f&mﬂ ::‘t:::'o. trusts, ng:dlc-. atc) 2 0 01
T arvestt oy | B> Alach to Form 1040 or Farm 1041. > 2us Inatructions for Schedute E (Form 1060), | 45acomert qa
Name(s) shown on ratum ' : : Yaur zocial securty number
LEE K & MARGARET F GROOME 248-92-1290
t{| Income or Loss From ate and Royaltles Nols. If you are in the business of renting personal property, use
Sthadula C or G-E2 (8¢ page E-1). Raport farm rental Incoma or joss from Farm 4838 on page 2, line 39.
1| Show the kind and location of sach remtal real sstats praparty: 2 For each rental real astate property listed Yes
A|OFFICE BUILDING on dine 1, did you or your family use it
GREENVILLE, SC _ Guring the tax ysar for personal purposes A X
8 N for more than the graater of:
e 14 days, or
& 10% of the tolal days rented at fair B
c rental valus? .
) {See page E-1.)- Cc
Properties - ) Yotals
Income: A pa [ (Add colurmmns A, B, and C.)
3 RONts r6CIVET .........._...ooooeesveoerenen 3 120000. | 120000.
4 Royaftiesreceved ... ...................... 4
Expenses:
§ Advertising.............. “ 5
6 Autoand travel (sse paga €-2) ... B
7 Cleaning and maintenance ... T
8 Commisslons . ... 8
9 insumnce ................ 8
10 Legal and other professional fees | 10
11 Management fees 11
12 Mortgage interest paid to banks, stc.
(see pags E-2) ... 12 84092, 84092,
13 Otherinterest . 13
..... 14
15
_____ 18 11352.
17
13 Other (list)
13
19 Acdlines 5through 18 ..o, | 19 95444. 95444.
20 Depraciation expenss or depletio )
{800 D3gOE-3) ..o | 20 16071. 20 16071.
21 Total expenses. Add lines 19and 20 .. .. ... 21 111515. . :
22 Income or (foss) from rental real estate
or royalty propenties. Subtract line 21
from line 3 (rents) or line 4 (royalties).
1£ the rasult Is a (loss), see page E=3 to
* find out X you must file Form 8108 .. 22 8485.
23’ Deductible rantal reat estats loss. Caution.
Your rental real astate loss on line 22 may N -
be Fmited. Ses page E-3 to find out it you
“ . . mustfile Form 8582. Real estats professionals
®7 77 7 mustcomplete ine 420onpage2 [ 23
24 Incoms. Add Posltivé amounts shown on fine 22. Do nat include anylosses ... . . i o ) 8485.
5 - 28 Losses. Add royaty losses from ne 22 and rental rea) estats iosses from ling 23. Entar total losses hers _ )
§ 28 Tatal rentat real sstate and royaity Incoms or (loss). Combina lines 24 and 25. Entar the result hare.
; It Parts 11, 1, IV, and line 38 on page 2 do not apply to you, aiso entes this amoeunt on Form 1040, .
] line 17. Otherwise, include this amount In the tolal on line 40onpage2 ... . i 28 8485.
LHA  For Paperwork Raduction Act Notics, ses Form 1040 Instructions. 9 © " Seheduie E (Fnrm 1040) 2001
09220409 751951 GROLEE93 2001.04000 GROOME, LEE K GROLEE91

k
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12/20/04 MON 17:26 FAX 770 423 1842
I SRHIR IT
4 o
.- SCHEDULE E Supplemental Income and Loss OMB No. 1545-0074
F tal renl estate, royaities, partnershi

(Form 1040) e erpereone cotes e o ey 200
Inteena ﬂ':::m”m P> Attach to Form 1040 or Form 1041, > See Instructions for Schedula E (Form 1040). !“""u':,';"'m 13
Name(s) shown on retum Your soclal sacurity number
LEE K & MARGARET F GROOME 248-92-1290

fPax}] Income or Loss From Rental Real Estate and Foyaities Nuis. Ifyou are in the business of renting parsonal property. use
Scheduis C or G-EZ {see page E-3). Report farm rental incoma or loss from Form 4835 on page 2, lins 39.

1 | Show the kind and location of sach rantal real estate property: 2 For each rental real estate progerty iisted Yea| No
A|OFFICE BUILDING on tine 1, did you or your family use &
GREENVILLE, SC during the tax year for personai purposes A X
for more than tha greater of.
B e 14daysor
o 10% of tha total days rented at fair
[ rontal vaiua?
(Sea page E-3.) ]
Pr o8 Totals
Income: A ”‘:‘ c {Add columas A, B, and C.)
3 Rents received 3 3 T
4_ Royafties recaivad )
Expenses:
8 ]
8 Auto and travel (Ses page E-4) ]
7 Cieaning and maintenance ., 7
8 Commissions 8
9 Insurance 9
10 Lagal and other professionai fass 10
11 Management fees 1
12 Mortgage Interest paid to banks, etc.
(see page E-4) ... 12 50577. 50577.
13 Other interest 13
14 Rspairs 14
15 Supplies 18
16 Taxes .. 16
17 Utiitles 17
18 Othec (list) P
18
19 Addlines Sthrough 18 ... .. 18 50577. 50577.
20 Depreciation expanse or depletion (see page E-4) | 20 16071. 16071.
21 Total expenses. Add lines 13and 20 ... .. 21 66648.
22 Income or {loss) from renkal raal estate
or rpyalty proparties. Subtract ling 21
from line 3 (rents) or line 4 (royalties).
Ifthe rasult is a (loss}, see page E-5 ta
find out if you must fils Form 8188, ... . )__UL <66648.p
23 Deductible rental raal estats loss. Caution.
Your rantal raal astate 10s$ on lina 22 may
be limitad. Ses page E-5 to find out if you
must tile Form 8582. Rea! estale professionals
must complete line 42 0npage2 . | 28
24 Ingome. Add positive amounts shown on line 22. Dp not inciude any lossas 0.
25 Losses. Add royaky losses from line 22 and rental raal estate losses from line 23. Enter tof 858s hare | 0J
26 Total rentaf raal estate and royalty income or {loss). Combins fines 24 and 25. Enter the resuit hare.
it Parts i, IN. IV, and lne 33 on page 2 do not apply to you, aiso enter this amount on Form 1040,
ling 17. Otherwiss, include this amountin thetotalonline40onpage? . ... . 26 Q.
221491 11-01-02  LHA  For Papsrwark Reduction Ast Notice, see Farm 1040 lmmu;!oi\s. Schedule E (Form 1040} 2002
09510411 751951 GROLEE93 2002.05000 GROOME, LEE K GROLEE91

—-——-‘_—'
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4:34 pm

Income
Sales {income)
Sales -~ Brokeraed

Sales discounts & allowances

TOTAL Income

Adjustments

MBLEY & SIMMONS PC
842 O dazsinaz

MOSAL L IED L0
COAVANE 8 MADJVLIATES, LNL.

Income Statement

January 1, 2003
July 31, 2003

.

Sales Discounts - Early Paymsn

TOTAL Adjustments

NET INCOME

Cast of Goods Sold
C0S - Materials
Plant labor salaries
Warcehouse expense

Freight - (warehouse axp)

COS - Freight

COS - Processing costs

TOTAL Cost of Goods Sold

GROSS PROFIT

Expenses
Salaries - officer
OTHER OFFICE SALARIES
ACTION PAYROLL FEES
Accounting

COMPUTER (CONSULTING EXP}

Advertising
Office salaries
Sales salaries
Auto expenses
Bad Debt Expense
Bank charges

CREDIT CHECKS-NEW ACTS

Consulting
Class/seminars
Contributions
Depreciation

§0.20 0.0%
2,543,144.05 101.7%
{34,795.65) -1.4%
2,508,348.60 100.3%
{7,227.32) ~0.3%
{7,227.32) -0.3%
2,501,121.28 100.0%
1,908,222.17 76, 3%
126,043.93 5.0%
4,245.05 0.2%
9,591.20 0.4%
90,471.61 3.6%
15,186.69 0.6%
2,153,760.65 86.1%
347,360.63 13.9%
3,423.93 0,1%
20,543.58 0.8%
2,035.00 0.1%
3,000.00 0.4%
2,848.37 0.1%

. 2,299,95 0.1%
38,218.65 1.5%
83,302.78 3.3%
18, 665.36 0.7%
64,138.23 2.6%
2,630.0¢6 0.1%
1,824.78 0.1%
571.50 0.0%
1,546.04 0.1%
747.00 0.0%
22,345.00 0.9%

@o3s
NO. 142 po1
Page 1

Sehedute ©
Proe A F6
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& SIMMONS PC
THOMBLEY =,

v ACYOWSAnLBES, LANG,

4:34 pm Income Statement

‘January 1, 2003
July 31, 2003

Dues & subscriptions 6,269.07
Gifts 1,367.13
Insurance - group (health) 18,074.74
Insurance -~ Workmen's comp 4,900,52
Insurance - disability 2,397.29
Insurance~-Aflac 752.00
lLife insurance - Groome 14,327.50
Interest ~ Life Ins Cash 7.252.00
Insurance - property 6,291.26
Interest expense 25,929.02
LEGAL EXPENSES 31,372.06
RAILRCAD EXPENSE 434.28
Meals & entertainment 5,342.84
MISCELLANEGUS EXPENSE 2,214.92
Office expense B8,258.49
Wareshouse supplies 3,712.60
Postage & freight 3,240.27
Rent 53,000.00
Repairs & maintenance / office 902.00
Repairs & maintenance A,999,.67
Mat'l handling equipment rep. 830.90
Production supplies 9,7€60.01
Taxes & licenses 13,344.40
Taxes, payroll 22,915.19
Telephone 11,833.93
Travel & lodging 7,586,774
Utilities 10,414.05
TOTAL Expenses 555,863.07
OPERATING PROFIT {208, 502.44)

Other Income & Expenses
GAIN/LOSS SALE OF ASSET 127,000.00
TOTAL Other Incone & Expenses 127,000.00
PROFIT BEFORE TAXES (81,502.44)
NET PROFIT ($81,502.44)
f—— ' T 2 1 -

S =
C.3%
0.1%
0.7%
0.2%
0.1%
0.0%
0.6%
C.3%
0.3%
1.0%

- 1.3%
0.0%
0.2%
0.1%
0.3%
0.1%
0.1%
2.1%
0.0%
0.4%
0.0%
0.4%
0.5%
0.9%
0.5%
0.3%
0.4%

22.2%
~8.3%

5.1%
5.1%
~3.3%-

-3.3%

Ao37

NO. 142 o2
Page 2
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12/20/04 MON 17:27 FAX 770 423 1842 THOMBLEY & SIMMONS PC %mg P
4
m 1120 U.S. Corporation Income Tax Return M_L
"7 Ospatment of the Treesury For calendar year 1997 or tax year beginning 8/1 ,1897, ending 7 /31 ,19 898 _ 1 997
Inlamal Revanus Senice - Iinstructions are separate. Sse page 1 for Paperwork Reduction Act Notice.
A Checkifa: Use Name 8 Employsr Identification number
1 Coontsesrem ] |iIRS  [GROOME & ASSOCIATES, INC. 58-1810366
2 Personal halding co. label. Number, streat, and room or sulte no. (If & P.O. box, see page 5 of instructions.) € Cata incorparated
i corp. O Qther- 1p.0. BOX 729 8/31/88
(as defined in Temporary print or | City or town, state, and ZIP code D Total aasels (see pags 5 of instructions)
Regs see 144147~ | type. | TRAVELERS REST, Sc _29630-0723
E Check applicable baxas: )] witsireturn (23] Finat return (3)[_] Change ot address $ 3,173,882.82
1a  Gross receipis or sales | 9,939,497.89 ] b Less relums and aliowances 355,707.28 | ¢Bap| 1c| 9,583, ,750.61
Cost of goods soid (Scheduie A, liNB8) ......c..viieviiniien e innennnianaanss A [ 2 8,743,766.63
3 Gross profit Subtractline 2fromiingtc.................. P PN 3 840,023.98
4 Dividends (ScheduleC,Iln@18) ............. ... . iiiinieniann, 4
S 5 Interest ............ PN et 5
2 6  GrosSrBMS .. .........ciiiiiiii i i 8
7 Grossroyaltles .................. ... ..., Ceeraes e 7
8 Capital gain net income (attach Schedule D(Form 1120)) ... ... iiiiiiii it it i i eia iy . 8
9  Netgain or (loss) from Form 4797, Part I, line 18 {attach Form4787) . ... ... oottt an 9 (8,041.21)
10 Other income (see page 8 of Instructions — attach scheduls) . . . . .. MISCELLANRQUS. .. ... ............ 10 29.24
11 Total Income. Add iNes 3through 10 ... u vt ittt iine e iie i iaasnaaseanaennnesns TS B! 832,012.01
12 Compensation of officers (Schedule E, line4) ........ e et atetiaeteaeeeataaria s PP I V] 120,000.00
% ]13 Salaries and wages (less employmentcredits) . ............. e et 13 319,090.67
14  Repairs and MaintBnancsd .. .........c..oiiieernniinisas 14 49,382.98
15 Baddebts ...........c..iiiiiiiannn e 15 11,402.867
3|16 18 159,000.00
ot 17 69,632.17
18 Interest .................. et e i et e s [N 18 141,705.22
18  Charitable contributions (see page 8 of instructions for 10% limitation) ................ e PP 19
=120 Depreciation (attach FOm 4562). ... ............ eeaen s | 20 99,927.67
S | 21 Less depreciation claimed on Schedule A and elsewhereonretum .. ........... [ 21a 54,084.67 | 21b 45,843.00
22 Deplation 22
23 Advertising ............. e .. 23 2,326.06
24 Pension, profit-sharing, efc,, plans ........ .. 24
‘2125 Empioyee benefit programs., ..........o.eeverereiniininnnnn- e e 25
£ ] 26  Other deductions (attach schedule) ... ... e e T et R 26 332,289.11
& | 27 Totail deductions. Add lines 12 through 26 .. ....... P » 27 1,250,671.88
: 28  Taxable Income before nat operating loss deduction and special deductions. Subtract line 27 fromline 11 . ... .. 23 (418,659.87)
3|28 Less: a Netoperating loss deduction (see page 9 of instructions).,......... 29a
b Special deductions (Schedule C,iine20) ....................... 29b 29¢
30 Taxable income. Subtractline29cfrom!ine28............. ... ... ciieiennnn. e, P a0 (418,659.87)
M Total tax (Schedule J,IN@10) ......oveiiiiiiireninnnnns et eei e et ki 0.00
32 Pay 2 1996 overpay dited to 1997 | 32a
2 b 1897 estimated tax payments ........ . |32b 13,500.00 -
H ¢ Less 1997 refund applied for on Form4466 ... [32¢c{ ( ) { d Balp| 32d 23.,500.00
E e Taxdepositedwith Form7004...................ccoviuunn.. Ceerieeaeans 32e
g f Crodit for tax paid on undistributed capital gains (attach Form 2439) ............ 32t
g g Credit for Federal tax on fuels (attach Form 4136). See instructions ............ 32g 32h 13,500.00
= | 33  Estimated tax penalty (see page 10 of ingtructions). Check if Form 2220 s attached ............. AN D 33
34  Taxdue. If line 32h is smaller than the total of lines 31 and 33, enter amountowed ................ Ceeee.. 134 0.00
35  Overpayment. If line 32h Is larger than the fotal of lines 31 and 33, enter amount overpaid 35 13,500.00
38  Entar amount of line 35 you want: Credited to 1998 esti tax p- Roiund-db 38 13,500.00
Under penalties of perjury, | declara that | have axamined this return, including accompanying schedulss and statements, and to the best of my knawledga and
Sig n beliat, it is true, correet. and complgte. Di of preparer (other than taxpayer} is based on all information of which preparer has any knowledge.
Here } Signature of afficar L J Date } Title
Date Praparer’s social secunity number
Paid "."‘“n';" ") C.Ih‘eck i 0
Preparer's [_%%Tum(m 08/26/58 self-smployed 259-92-6341
Use Only yours it self-employed) } THOMBLEY & SIMMONS, P.C. EIN » 58-1582344
and address 305 _LAWRENCE ST, SUITE 100 MARIETTA, GA | ZIPcode B 30060

ISA
STF FED3IBOIF.1

“
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12/20/04 MON 17:28 FAX 770 423 1842 B—‘“E’T P
Foem 1120 (1987) Moe 2o 2 Pege 4
“Schedule L| Balance Sheets per Books Beginning of tax year End of tax year
Assets (a) o) (c) (Gl
1 Cash.................. bt _3.,665.80 0
2a Trade notes and accounts receivable ........ 1,032,155.27 1,175,259.62
b Less allowance for bad debts . ... ... e 1€ ) 1,032,155.27 ( 1,175,2539.62
3 Iventor@s. ......... i, 1,256,271.15 |_1,395,218.89
4 U.S. govermmentobligations ...............
5 Tax-exempt securities (see instructions) ......
6 Other current assets (attach schedule). ... ...
7 Loanstostockholders ................ PR ————
8 Mortgageandreal estateloans . ............ |
9  Other investments (attach schedule), ........
10a Buildings and other depreciable assets . ... ... 1,004,815.25 915,541.11
b Less accumulated depreciation. . ,.......... (  356,129.09) 648,686.16 |( 389,628.80) 525,912.31
113 Depletableassels ................ [
b Less accurmulated depietion ............... ( ) (
12  Land (net of any amortization} .. ............
13a Intangible assets (amortizableonly) .........
b Less accumulated amortization .. ... ........ ( ) (
14 Omeraﬂsetséal?gh schagm? Diﬁg?;gs_“ 64,921.00 77,492.00
15 Tolalassa& ......................... 3,005,699.38 3,173,882.82
Liabillties and Stockholders' Equilty
16 Accountspayable .................o.n.n. 497,306.31 b——5612,471.22
17 Mortgages, notes, bonds payable in lass than 1 year . . 1,610,563.55 |—2:167,594.37
18  Other current liabillties (attach schedule)Accruefl Exp. 75,847.25 ___._
18 Loans from stockholders . . .. .............. '
20 Mortgages, notes, bonds payable In 1 year ormove . . . —_— e
21 Other liabilities (attach schedule) ........... 53,000.00
22 Capital stock: a Preferred stock . ..........
b Commonstock ........... 230,500.00 230,500.00 230,500.00 230,500.00
23 Additional paid-incapital ............ e ——
24 Retained earnings — Appropriated (attach schedule) . . S —
25 Retained eamnings — Unappropriated . ....... 534,782.27 . 155,519.66
26  Adustments to shareholders equity (attach schedule) I,
27 Lesscostoffreasurystock ................ ( ) 1 )
28 Total liabiliies and stockholders’ equity . . ... .. 3,005,699,38 3,173,882.82

Note: You are not required fo complete Schedules M-1 and M-2 below I the total assets on fine 15, column (d) of Schedule L are jes.

s than $25,000.

[ Schedule M-1]| Reconcillation of incoms (Loss) per Books With Income per Return (See page.

15 of instructions.)

1

Net income (loes) per books . , .

(391,069.88) T

included on this return (itamize):

Income recorded on bookas this year not

2 Federalincometax ......... [N
3 Excess of capital losses over capital gains . . . . Tax-axempt interest §
4  Income subject to tax not recorded on books this Def Tax credft 57,000.00
year (itemize): Fed Tax Refunds 24,466.49 81,466.49
8 Deductions on this return not charged against
5  Expenses recorded on books this year not deducted book Income this year (itemize):
on this return (itemize): a Depreciaton ....... $
a Depreciation ......... s 6,919.44 b Contributions carryover $
b Contributions carryover §__ 31,336.00
¢ Travel and entertainment § 8,676.06
Country Club Dues 6945.00
S53,876.50 19 Addlines7and8 ...... e 81,466.49
6 Addlnestthrough5 .................... (2337,193.38) |10 Income {line 28, page 1) — line Bless ine 9 (418,659.87)
[ Schedule M-2 | Analysis of Unapgropriatad Retalned Earnings per Books (Line 25, Scheduls L}
1 Balance atbeginningof year . . ... . R 934.782.27 | 5 Distibutions: a Cash............
2 Netincome (l0ss) per books . . . . . (381,069,88) b Stock............
3 Other increases (Iterize): ¢ Property .........
Increase in CSV Life Insg 6 Other (itemnize):
In Excess of Premiums 11,807.27 |7 Addlines5and6 ................
4 Addlines1,2,and3.........00uiviiin.nn 155,519.66 | 8 Balance at end of year (line 4 less line 7) 155,519.66

S$TF FEDISO3F.4
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. =211y Lg?
L om 1120 U.S. Corporation Income Tax Return o 1 Fizt
Dapastmant of the Treasury For calendar year 19098 or tax year b 8/1 ,i98,ending __7/31 1989 _ 1 998
intamal Revenue Sanics » Inltructlom are separate. See page 1 for Paperwork Reduction Act Notice.
;‘ S’J:ﬁ!!:i.a return Use Name B Employer identification number
{atach Form 851) D & GROOME & ASSOCIATES, INC. 58-1810366
2 ::m'r'\-sl:g:la? <co. D Othar- Number, strast, and room or sulie no. (if a P.O. box, see page 3 of instructions.) € Date incarporated
3 Paersonsl senice com, wise, P.0. BOX 729 8/31/88
g: uﬂ::d :n‘mQromy print or | City or town, state, and ZIP code D Talal assels {see page S of mstructions)
e insiuctions)  |_J |YP®: | TRAVELERS REST, SC 29690-0729
E Check applicable boxes: (1 Initiat return (2) Final return {3) Change of address $ 2,181,890.12
1a Gmssmpuasdal_i.__QL_ij.Liﬁmemmmme_.m, 793.03 leBa...... » | 1c]| 5,515,793.93
2 Costof goods sold (Schedule A, line 8) 2 | 5,009,607.29
3 Gross profit. Subtract (ine 2 from line 1c 3 $06,186.64
4 Dividends (Schedule C, line 19) . .. .. .o 4
5 Intarest ................... P N -]
g 8 GrossrentS .. ...........cceeeeiniiiiiiinn ]
£ 7 GroBsroyalties ........ . eveeumininirarrianraiarinienaasnaoenns et 7
8 Capital gain net income (attach Schedule D (Fotm 1120)) ...................... e et e 8
9 Netgain or (loss) from Form 4797, Partil, line 18 (atlach Form 4797) ........ ... ... coviiaaanetn 9 121,316.85
10 Other income (see page 6 of Instructions — attach schedule) .. ..... MISCELLANEGUS. . .. .. e 10 1,564.16
11 Totalincome, Add lina@s 3through 10 . ... ... vt ie i e e e e » |11 629,067.65
12 Compensation of officers (Schedule E, line 4) . .. .. i N R ET
< | 13 Salaries and wages (less employmentcredits} . . ... ..ol vt e r e raeeaaaaar it 13 209,945.88
% 14 Repairsandmaintenance . ..............c0.n PR PP e aeeeara e 14 19,348.22
E 15 Baddebts ................ e ienseeiaiaan b e ceas e Ceeiaras ey 15 81,066.45
8 16 Rents ..... b ceressenciacainsenraaneriin et teeeeaeey Cet et i e isa e cesinsna 18 53,000.00
17 Taxes and oSO . . .. .. ...\ vuenieieriniaerasanaanasansasssatotaraestaasearanntoensnnstiees 17 37,113.73
'§ 18 Interest ................... NI Chteiaerare e i ieses e 18 133,736.24
'.E_ 19 Charitabla confributions (see page B of instructions for 10%timitation) ... .. ... 19
|20 Depreciation (attach Form4562) ..................... T Iio 94,225.81 | -
2| 21 Less depreciation clabmedecheduleAmddauum«eonretum R I 4 | 56,023.10 j21b 38,202.71
§ 22 Depletion........ . e 22
¥ (23 Advertising ....... e ieie e 23 810.00
i 24 Pension, profit-sharing, etc., plans . ............ e . ol (24 1,545.00
"y 25 Employee benefitprograms ............. . . .. e |25
§ | 26 Other deductions (attach schedule) ............ .. . 26| 201,082.33
§ 27 Total deductions. Add lines 12 through26............. . 27 775,.850.56
E 28 Taxable income before net operating loss deduction and special deductions. Subtract line 27 fromfin@ 11....... 28 -146,782.91
29 Less: a Netoperating loss deduction (see page 9 of lnatructions) .......... 28a
b Special deductions (ScheduleC,ine20) ........... e aee 29b 29¢c
30 Taxable income. Subtractine28cfroming@28 . ... ... v iuieiniaiin i iieii e R ) -146,782.81
31 Totaltax{Schedule J,lNe12) ... ...ttt iiiiiarieaiaeanar s N 31 0.00
32 Payments: a 1997 overpayment credited to 1998 . 32a
2! b 1998 estimated tax payments . .......... 32b -
ﬁ ¢ Less 1908 refund applied for on Form 4488 | 32¢ | ( )] dBatp | 32d
F| o Taxdeposited with Formn 7004 .................... e 32
° f Credit for tax pald on undistributed capital galns (aitach Form 2438)....... oee. 328
& @ Credit for Federal tax on fuels (attach Form 4136). Seeinstructions ............ 32g 32h 0.00
E 33 Estimated tax penalty (see page 10 of instructions). Check if Farm &20 lsattached .................. » D 33
34 Taxdue. If ine 32h is smaller than the total of lines 31 and 33, enter amountowed ................... e L34 0.00
35 Overpayment. If line 32h is larger than the total of Enes 31 and 33, enter amountoverpald .. ................ 35
38 Enter amount of line 35 you want: Creditad to 1999 eatimated tax - Refundedp | 36
Under penalties of perjury, | declare ltm | have mmuned this retum, including accompanying schedules and statsmants, and to the best of my knowledge and
Slgn beliaf, it is true, corect, and of prep: {other than taxpayer) is based on all information of which preparer has any knowiedpe.
l_
Here ’ Signature of officer Dats } Title
Dats Preparer's social security number
Paid Preparer’s ’ Check if
Preparer's —%‘:%?" - 8-19-99 n"-omployadD 259-92-6341
Use Only m,,,,"::.‘:,‘,‘,’,p,om, THOMBLEY & SIMMONS, P.C. EN___ p 5B-1582344
and addres: 305 LAWRENCE ST.,6 STE.100, MARIETTA, GA ZPcode b 30060

1SA
STF FEDJISOIF.1
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12/20/04 MON 17:29 FAX 770 423 1842
= ﬁ?} ngT a
_Farm 1120 (1988) & 2OF 2,0 4
I Schedule L | Balance Shests per Books Beginning of tax year End of tax year
Asssts (a) (b) (c) td)

LI oY o 0
2a Trade nates and accounts recelvable . ... .. .. 1,175,259.62 735,168.76 )
b Less allowance forbaddebts .,............ { )] 1,175,2589.62 |( ) 735,168.76
3 IVBNMONES . . e et aanaaas 1,395,218.89 | _976,840.59
4 U.S. government obligations ... ............ —_—

5 Tax-exempt securities (see instructions) .. .. ..
6 Other current assats (attach schedule). . ..... I,
7 Loans o Stockholders ................q...
8 Mortgage and real estateloans ............. —
9 Other investments (attach schedule).........
10a Bulldings and other depreciable assets. . . . . . . 915,541.12 751,088.13
b Less accumulated depreciation . ............ ( _389,628.80) 525,912.31 [( 382,881.36) 368,206.77
11a Depletableassets ..........c..c0veenene.
b Less accumulated depletion ............... ( ) ( )
12  Land (net of any amortization) ... ........... — e
13a Intangible assets (amortizableonly) .........
b Less accumulated amortization . ... ......... KO { i
14 Other assets (attach schedule) .’?FF.’?’.'-“’.I.'.T.S. ,&[CSV-LIFE INS. 77,492.00 | 101,674.00
15 TOBI BBBOMB . . . .o u vttt 3,173,882.82 2,181,890.12
Liabilities and Stockholders’ Equl‘ty : o
16 ACCOUNIS PAYADI® .. ...ovoverarnnneennnns 612,471.22 | 558,925.33
17 Morigages, notes, bonds payabie in less than 1 year | o 2,167,994.37 1 1.284,515.42 |
18 Other cumrent liabillies (atiach schedule) ACCRUED EXPENSE 7,397.57 | 780.78B
19 Loans from stockhalders . . ................ ' : | 170,000.00
20  Mortgages, notes, bonds payablein Tyeararmora . . . . .
21 Other liablitles (attach schedule) . ..........
22 Capital stock: a Preferred stock ........... P . ' S
b Commonstock ........... 230,500.00 230,500.00 230,500.00 230,500.00
23 Additional paid-in capital . ................. . i
24  Relained eamings — Appropristed (attach schedule) . . . . _—
25 Retained eamings — Ungppropriated ... ..... 155,519.66 |___-63,241.41
26  Adjustments {o shareholders’ equlty (altach schedue) . . .
27 Lesscostoftreasurystock ................ {
28 Total liabilities and stockholders’ equlty . . . . . . . 3,173,882.83 2,181,890.12
Note: You are not required to compleie Schedules M-1 and M—z belowlnha tolal assets on dne 15, column (d) of Schedule L are less than $25,000.
| Schedule M-1 | Reconclliation of Income (Loss) per Books With Income per Return (See page 16 of instructions.)
1 Netincome (Ioss) per bookS .. ... ........... -218,761.07 | 7 Income recorded on books this year not
2 Federal INCOMETAX ......o0vvininiennen... included on this retumn (temize):
3 Excess of capital losses over capital gains . . . .. Tax-exempt interest §
4 Income subject to tax not recorded on books
this year (ltemize):
8 Deductions on this retum not charged
S  Expenses recorded on books this year not against book income this year (itemize):
deducted on this retum (#temize): a Depreciation ......... $
a Depraciation ............ $ 37,879.78 b Contributions carryover . §
b Contributions carryover ... $ __7,.713.00
c Travel and entertainrent., .. $ 13 ,210.65
OWNERS LIFE INS.$ 11,074.69
(o LUB_DUE 2,1 71,278.16 | 9 Addlines7and8..................
Add lines 1 through 5 . ...o..vueiuu.. ... -146,782.91 [ 10  lxome ine 26 page ) —line8lessiined . ... -146,782.91
[Schedula M-2 | Analysis of Unapproprlated Retamed Eamings per Books (Line 25, Schedule L)
1 Balance at beginningafyear................ 155,519.66 | § Distributions: a Cash .............
2 Nelinoonw(loss)pubm ................ -218,761.07 b Stock............. I
3  Otherir (it ) c Property...........
8 Qther decreases (itamize):
7 AddlinesSandb..................
4 fines1,2and3 ... ...... .., ... .. ... -63,241.41 8 __Balance at end of year (line 4 | -63,241.41
STF FED2D03F .4
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12/20/04
. 12/20 h—\cBrl' k
em 1120 U.S. Corporation income Tax Return Mﬁ_
Department of ihe Treasury For calendar year 1999 or tax year beginning 8/1 | 1909, ending 7/31 ,2000 1999
inlemal Revenue Service P Instructions are separate. See page 1 for Papsrwork Reduction Act Notice.
A Checkif &: Use Name B Emplayer identification number
! amnrommn’ [ I®S  |GROOME & ASSOCIATES, INC. 58-1810366
2 ;m;‘mgmca. D lo.th:r- Number, strest, and room or suite no. (If a P.O. box, ses page 5 of instructions.) C Date incorporated
3 Personsisevicecop, — |wise, |P.O. BOX 729 8/31/88
{as defined in Temporary print or | City or town, state, and ZIP code D Total assets (398 page & of insiructions)
i eiaionsy ) |1¥P®. | TRAVELERS REST, SC 29690-0729
E Check appiicable boxes: (1) [ | Initisl retum  (2) [ ] Fina! retum (3) [] Change of address $ 22,653,401.50
1a Gross receipts or ses| 7, 503, 059.29 | b Less ratums and allowances | 94,316.29cea..... » | _1e{7,408,743.00
2 CoBtof goods SOId (SChedule A, BNEB) - ........v'ereerrreieraeesinneraarnnraenrerinaannnrenee 2 J6,329,050.48
3 Gross profit. Subtractline 2fromlinetc ..o TS NS 3 11,079,682.52
4 Dividends (Schedule C, line 19) 4
B INEredt ... ....iiiiiiiiiaaen e 5
5 6 Grosarents...... 8
< | 7 Gross royalties 7
8 Capital gain netincoma (attach Schedule D (FOrm 1120)) . ...eovvvnvieenennn. 8
9  Netgain or (loss) from Form 4797, Part If, line 18 (attach Form 4797) 9 14,407 .49
10  Other income (see page 7 of instructions — attach schedule) MISCELLANEQUS l10 | 331,14
11 Total INCOME. Add INES 3 HWOUGH 10 .. o\ e ettt ettt et eeeieesesseeeenans 1 ]1,094,431.15
12 Compensation of officers (Schedule E, line 4) .. 12
13 Saladies and wages (legs employment credits) . .. .. b e e et e e i 13 211,811.49
14 Repairs BN MBINIENANCE . .. ..o ettt ettae s ceae st ttecneaatsnttreeinssasnnseiesassoneens 23,557.06
15 Baddeblts .....ouvieiernnnriiiiaianns
18 RO ..vvveineeriannrinanaanacnnss 180,000.00
El47 Taxesendlcenses ....................... 37,354.18
é A IOMBPBSE o eeee e e e e e e et et 131,001.94
19 Charitable contributions (see.page S of Ir
2| 20 Depreciation (AACh FOMASB2). .. . ... .evvrreeureerreeaarearionereonns
2|21 Less depreciation claimed on Schedule A and sisewhere on retum 28,555.34
g b~ T o TT T .
23 ADVeItSING ... _1.460,.00
24 Paenslon, profit-sharing, etc., plans 1.988.Q0
& 25 Employes benefitprograms ............ .
2| 26 Other deductions (attach scheduls)
§ 27  Total deductions. Add lines 12 through 26 864, 512.48
23 Taxabla income before net operating loss deduction and special deductions. Subtract line 27 fromline 19 ....... |28 | 229,918,687
E 29 Lesa: a Netoperating loss (NOL) deduction (s0e page 11 of instructions) .... | 29a} 220,918 .67
b Special deductions (Schedule C,IN820) .. ......coeeenuuaarorn. 286 29¢c| 229,918.67
30 Taxabie iNCOmMe. SUDLTACE NG 29C FOMINB 28 +.eveerrieeeereeeeeieeeeesesaseeeeeeaercnnnannson 30 0.00
31 Total X (SCEAUIR J, N8 12) . .\t ettt eatar e tereen s eaiaeseeenntnnseennaaaronstaeeennns 31
32 Payments: a 1998 overpayment craditad 10 1996, | 32a
b 1898 estimated taxpayments ........... 2 e
E ¢ Less 1989 refund appiled for on Form 4466 | 32¢ | )] dBalp | 32d
E ® TaxdeposiHed With FOM 7008 ... ... ...evurnunuenerereresnnnnneeecnnnns 32e
£ Cradit for tax paid on undistributed capital galns {attach Form 2439) ............ 32f
E © Credit for Federal tax on fuels (attach Form 4136), See Instructions ........... [ 329 3zh 0.00
[J | 33 Estimated tax penally (see page 12 of Instructions). Chack if Form 2220 i anacned .................. »(] |33
34 Tax due. If line 32h is smaller than the total of lines 31 and 33, enter amountowed ......... reeeneaeaeaaa 34 0.00
35 Overpaymant. if line 32h is larger than the total of lines 31 and 33, enter amountoverpaid . ................. 1 35|
38 Enter of line 35 you want: Credited to 2000 d tax Refundedp | 36
Under panalties of perjury, | deciare that | have ined this return, ir and 1ts, and to the bast olmy lmowlodgo and
belief, it is true, correct, and complete. Declaration of praparer (other than taxpayer) is bswd on all of which prep has any & v
Sign |
Here ’ Signature of officer Date ’ Title .
Date Praparer's SSN or PTIN
Preparer's Check if
Pald sorekre 8/22/00 _|seitempioyeal )} 259-92-6341
g irm's name {or
3:9;:‘!;’ W""'“('""W" THOMBLEY & SIMMONS., P.C., EN__ > 58-1582344
address 305 LAWRENCE ST.LSTQIOOLMARIETTA GAl 2IPcode » 30060 .
1SA Form 1120 (1900).
STF FEDI903F.{
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2OF L e s

| Schaedule L | Balance Sheets per Books

Beginning of tax year

End of tax year

1
2a Trade notes and accounts recsivable

Assets

(2

(b}

{€)

(d)

Cash

735,168.76

o]

b Less allowance for bad debts .........

WL NGV W

-

12

13a
b Less accumuiated

14
15

a

b Less accumulated depreciation
11a
b

(

—

735,168,

76

817,056.07

0

(

—

877,056.07

U.S. govamnment cbligations
Tax-exempt securlties (see instructions)
Other current assets (attach schedule). ......

Morigage and real estats loans
Other investments (attach schedule). ........
Buildings and other depreciable assets . ......

751,088.13

S9

576,840,

( 382,881.36)

368,206.

77

774,928.61

1,330,062,72

( 428,775.99Q)

346,152.71

Depletable assets
Less accunuigted depletion

4

)

¢ )

Land {net of any amortization)
Intangible assets (amortizable only)

Total assets

(

CSV-LIFE INS}

}

101,674,

00

2,181,850,

12

00
2,653,401.50

16
17
18
19
20
21
22

23
24
25
26

Liabilities and Shareholders’ Equity
Accounts payable

Morigages, notes, bonds payeble in less than 1 year . f

Other current liabliities {attach schedule)
Loans from sharsholders
Morigages, noles, bords payabla in 1 year or more
Other liabliities {attach schedule)
Capital stock: a Preferred stock

FUED EXPENSE

558,925,

33

1,284,915,

42

730

.78

170,000

.00

b Cammon stock
Additional paid-in capital
Retained earnings — Approgriated (attach scheduie).. . . .
Retained eamnings — Unappropriated
Adjustments 1o sharehoiders’ squity (attach achedule) . . .
Less costof treasury Stook .. ......ovennnnn

28 Total llabilities and shareholders’ equity.. . ... . . .
Note: The corporation is not required to complete Schodules M-1 and M-2 i the total assets on fine 15, col. (d) of Schedule L are less than $25,000.

230,500.00

230,500,

00

550,025.54

1,781,648.66

1,460.40

230,500.00

230,500.00

(63,241

41

)

2,181,890,

12

89,766.90

{ )

2,653,401.50

| Schedule M-1 | Reconciliation of iIncome (Loss) per Books With income per Return (See page 18 of instructions.)

1 Netincome (10s8) perbooks .. .............. 153,008.31 recordad on books this year not
2 Foderalincometax .........ovvverenirenns included on this retum (temize):
3 Excess of capital losses over capital gains ... .. Tax-exempt interest $
4  income subject 1o tax not recordad on books
this year (itamize): .
8 Deductions on this retum not charged
5 Expenses recorded on books this year not againat book income this year (temize):
deductad on this retum (itemize): a Depreciation ......... $
a Depreciation ............ $_28,801.70 b Contributions carryover . $
b Contributions carryover .... $ ___6,772.00
c Travel and enlertainment .. .. $
OWNERS LIFE INS. $ 34,551.24
LUB DUES 2,100.00 76,210.36 | 9 Addines7and8..................
8 Addilines1through5 ...ovveinvennennnnnss 229,913_27 10 incoms (line 28, page 1) —line 6 less ire 9 ... 229,918,687

[Schedule M-2 | Analysis of Unappropriated Retained Earnings per Books (Line 25, Schedule

L)

1 Baanceatbeginning of year .. _............. (03,247, 41)] s Distributions: & Cash .............
2 Netincome (loss) perbooks ................ 153,008,331 b SKocK.....oeiuinnn
3 Otheri (itemize): ¢ Property...........
6 Other decreases (itemize):
7 AddinesSand68..................
4 Addines1,2,and3.............c0000neln 89,766.90 8 Balance at end of year (line 4 lass iine 7) 89,766.90
Form 1120 (1990)
STF FED3S0IF .4
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e 1120 U.S. Corporation Income Tax Return
Deparment of the Treasry For calendar year 2000 or tax year beginning __ 8/1_ _ 2000, ending__7/31 _, 2001 . 20 00
\ntamal Revenue Secvics P instructions are nplrm See page 1 for Paperwork Reduction Act Notice.
A: g::: :d :hd o Use Name B Empiaysr identification number
(atisch Fom £51) O :::.' GROOME & ASSOCIATES, INC. 58-1810366
2 Forsonal hokiing co. D Otho;'- Number, sireet, and room or suita no. (if a P.O. box, see page 7 of instructions.) C Data Incorporated
:mumgwmwdm wiss, [P-O. BOX 729 8/31/88
in Tamporary Rega. sec. 14434 ] Print or 1 City or town, state. and 2IP code D Touad ssaets (see page 8 of Instructions)
— see instructions) typé. |TRAVELERS REST, SC 29690-0729
€ Chack applicable baxes: (] initisl retum (2)[_]Finai return (3)]_|Change of address § 1,554,647.03
12 Grass receipts or sates (5, 420,213, 08| & Lase returns and | 60,606.33] caal »| 1c5,359,606.75
2 Costof goods 8ok (Schedule A, N8 8B) ...........covevrienerinninns h e e, 2 #,957,766.04
3 Gross profit. Sublract line 2 from line 1c. . . 3 401,840.71
4  Dividends (Schedule C, line 19) ......, 4
g 5 interest ............... ... ... ... 3
E [ 11 P [
T GrOSS TOYBIHEE ...t ise et tattet it et e et e e e e 7
8  Capital gain net incoma (attach Schedule O (Form1420)) .................... 8
9  Netgain or {loss) from Form 4797, Part I}, line 18 {attach Form 4797) 9 (6,650.00)
10 Other income (see page 8 of instructions —attach SCheduUIB) . .. ... coiiint it ine i innareinonnnann 10
11 Totali Addlines 3through 10 .........ocvvnna.., et 1 395,180.71
_| 12 Compensation of officers (Schedule E, line 4) 12
%143 Salaries and wages (less employment credits) 13 | 235,296,67
14 Repairsand maintenance .................. 14 19,109.81
2| 15 Baddebis 15 268,115.51
T8 Rents . ... .o 18 17Q,000.00
§ 17 Taxes and licenses 17 34,013.50
18  Interest 18 152,838.06
18  Charitable contributions (see page 11 of inatructions for 10% limitation) . 19
=1 20 Depreciation (attach FORMA562). .. ..., covvuiurionerernrnarenrenanraens 20 38,401.20
& 21 Less depreciation clalmed on Schedule A and elsewhereonretum . ............ 21a 12,698.62 | 21b 25,702.58
23 Adverlising ..............ciiiiiiiiiiiienn | 23 | 7,923.00
24  Penslon, profit-sharing, etc., plans 24 1,557.00
'5 25 EMDIOYSs BENEfit PrOGIATIS . . o .ot ve ettt et ettt eeer e s et e e teer e ettt ese i n i eaas 25
= ! 26 Other deductions (attach schedule) .............. S haeraeseaiiaacsnrssaatstetreana cerbiaaerrasen | 268 | 207,050.84
27 Total deductions. Add lINBS 12 toUGN 26 ... ...t . ettt iia et eiacnrarneeraenaarananes »l27 (1,121,606.97
28 Taxable Income before net operating loss deduction and speclal deductions. Subtract line 27 fromline 11 ... . ... 28 | (726,416.26)
%! 20 Less: a Netoperating loss (NOL) deduction (see page 13 of instructions) . . . .. | 29a { ‘
] b_Special deductions (Schedule C,lN820) ........................ 29b 29c
Taxable income. Subtract line 29¢ from line 28 . 30 (| (726,416.26)
31 Total tax (Schedule J, line 11) .............. 31 0.00
32 Payments: a 19 ovamayment crediled 10 2000 . . | 32a
] b 2000 estimated tax payments ......... 32b
] G Less 2000 refund applied for on Form 4486 . | 32¢
E e Taxdeposited with FOm 2004, .. ... i oiuinnneiiiiinannreareerinnninsns
g f Credit for tax paid on undistributed capital gains (attach Form2439) ............ 32f
X g Credit for Federal tax on fuels (attach Form 4136). See Instructions ............ 32 32h
7 | 33 Estimated tax penalty (see page 14 of instructions). Check if Form 2220 Isattached .................. » D 33
34  Tax due. If line 32h is smaller than the total of lines 31 and 33, enteramountowed , . ...........00oununr... 34 0.00
35  Overpayment, If line 32h is larger than the total of lines 31 and 33, enter amountoverpald .................. 1 35 |
36 Enter amount of line 35 you want: Credited to 2001 estimated tax p Refunded p- | 36
Under penaities of perjury, | declare that | have examined this return, Including accompanying schedules and statemants, and to the best of my knowledpe and
ngn belief, It is true, correct, and completa. Declaration of preparer (other than taxpayer) is based on all inf of which prep has any g
Here } | ’
Signaiure of afficar Date Tite
Paid Praperer's ' ‘ Date Chack if Preparer's SSN or PTIN
Preparer's — Sanaure 8/10/01 | seempioysa [] |259-92~6341
Use Only ;";,',,'"'“ for THOMBLEY & SIMMONS, P.C. BN 58-1582344
address, and gy 305 LAWRENCE ST., STE.100,MARIETTA,GA 30060 | Phoneno. 770-423-1234
Y Form 1120 (2000)

W
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SARBIT S
«  Form 1120 (2000) P"Tbe 292 Page 4
[Schedule L | Balance Sheets per Books Beginning of lax year End of tax year
Assets () b {c) {d)
1 Cash oo s 0 130,255.25
2a Trade notes and accounts receivable . .. ..... 877,056.07 560,887.31
b Loss allowance forbad dedls .............. { )| 877,056.07 |¢ )| 560,887,.31
3 INventonies............oiiiiiiiiin..s. 1,330,062.72 | 617,993.53
4 U.S.government obligations ...............
§ Tax-exempl securities (3es instructions) .. ... .
6  Other current assets (attach schedule). . ... ..
7 Lloanstoshareholders.................... I —
8 Morigage and real estateloans . ............ -
9 Other Invesiments (attach scheduie). ... .....
10a Builldings and other depraciabie assets . . ... .. 774,928.61 703,628.36
b Less accumulated depreclation . . ... ........ { 428,775.90) 346,152 .71 j( 459,248.42) 244,380.94
11a Depletableassets .......................
b Less accumulated depletion . .............. { ) ( }

12 Land (net of any amortization) ..............
13a Intangible assets (amortizableonly) .........

b Less accumulated amortization . ............ ( ) ( )
14  Other assets (attach schecule) REPQSITS & |CSV-LIFE INS, _100,130.00
15 Total assels .. ... c.ooiiioereaaarnan.s 2,653,401.50 1,554,647.03

Liabilities and Shareholders’ Equity
18 Accounts payable .............overinen.. 550,025.54 577,305.25
17 Morigages, noles, bonds payable in less than 1 year . . . . k : . 1,781,648.66 11,253,031.87
18  Other curent liabilltes (attach schedule) .. ACCRUED EXPENSE 1.,460.40 1,444.71
19 Loans from ghareholders ................. | 140,000.00
20 Morigages, nolas, bonds payablein 1 year ormore . . . . . :
21 Other liabllities (attach schedule) ...........
22 Capital stock: a. Preferred stock........... i .
b Commonsiock .......... 230,500.00 230,500.00 230,500.00 230,500.00

23 Additional paid-incapital .. ......... ...,
24 Rotained samings — Appropriated (attach schedue) . . . . . . ‘
25 Retained eamings — Unappropriated . ....... - ’ 89,766.90 | (647,634.80)
26 Adjustments o shareholders’ equity (attach schedude) . . . C . ‘
27 Less costof treasury stock . .. . ....... {, ' f ( ) o ey
28 Total liahiliies and shareholders’ equuly ....... 2,653,401.50 1,554,647.03

Note: The corporation is not required to complete Schedules M-1 andM 2 if the total assels on fine 15, col. (d)ofSchedubLmhssﬂ:anSZSOOO
rSchedu!e M-_I Reconciliation of Income (Loss) per Books With Income per Return (See page 20 of instructions.)

1 Netincome (loss) perbooks ............... 737,401.70)) 7 Income recorded on books this year not
2 FederalINCOMe taX . ......ovvuvureninnnn included on this retum (itemize);
3 Excess of capital losses over capital galng . . . . Ta pt intarest §
4 Income subject to tax not recorded on books this CASH SURRENDER VALUE IN
yoar (itemize): EXCESS OF PREMIUMS ] 68,558.00
8 Deductions an this retum not charged
5 Expenses recorded on books this year not against book income this year (itemize):
deducted on this ratum (itemize): a Depreciation ........ $
a Dapreciation ,........ $ 43,465.40 b Contributions carryover $
b Contributions carryover . § 2,477.00
¢ Travel and entertainment § 4,413.24
ERS _LIFE I 27,087.80
C, 2,190 79,.543.44 | 9 Addines7andB.................. 68,558.00
6 Addlines1through5 ... ................. _(657,858.26)] 10 incoms (ina 28, page 1) —line G less fine 3 ...... (726,416.26)
ISchadulo M-ﬂ Analysis of Unappropriated Retained Earnings per Books (Line 25, Schadule L)
41 Balance atbeginningofyear .............., 89,766.90 § Distributions: a Cash
2 Netincome (loss) perbooks ............... (737,401.70) b Stock
3  Otherir (Itamize) ¢ Property

4 Addiines 1.2, and3...............u.... _(647,634.80)| 8 Balanceatend of year (line4 lesskne?) | (647, 634.80)
Form 1120 (2000)

STFFED3INIF 4

_——l—_-_




12/20/04 MON 17:32 FAX 770 423 1842 THOMBLEY & SIMMONS PC @oa6

g SXMBIT T

s = (o
11 20 U.S. Corporation Income Tax Return f@
z:;:‘nm'm of the Treasury For calendar year 2001 or tax year beg! AUGUST I _ z00v, 9—JULY 31 2002 2 0 0 1
intemal Ravenus Service P Instructions are separate. See page 20 for Paporwork Reduction Act Notice.
A Checklifa: Use Name B E Identif
1 Comsoldated retum D IRS _
(mmror:am) label, GROOME & ASSOCIATES, INC. S8 '1810366
2 (P;:&flsm o . D Other- Number, street. and room or sulte no. (fa P.O. box, 888 pags 7 of inatructions.) € Date incorporated
3 Personal service comp. wise, P.O. BOX 729 8/31/88
"Mm"d mmegﬂ print or | City or town, state, and ZIP code D Tolal assels (see page 8 of instruckons)
saa renctons) Cl}type. | TRAVELERS REST, SC_ 29630-0729
E Check applicable boxes: (1)[:| Initial return (2)! IFinal return (3)l]~;me change (4)[:]Addms change $ 1,667,673.10
1a Grossraceipisorsales | 4,298, 798.99 | blessrtumsadaiowances | 69,509.97 |cBap | 1¢] 4,229,289.02
2 Costofgoods sold (Schedule A, B B) .. ........i.iniiii ettt e it e eee e ere e 2 | 3,439,481 .33
3 Gross profit. Subtract line 2 from lIne 1C. ... ..o i i i e e 3 783,807.69
4  Dividends (Schedule C, liNe 18) . .. ... ...ttt ittt e et e e e e 4
g S IerEat L e e e e e 5
§ 8 GrOSS NS . . ... e e €
- T GrOSS IOYAIIES .. ... e e e 7
8 Capital gain nat income (attach Schedule D (FOrm 1120)) ... ..o rr et e e e e e 8
9 Net gain or (loss) from Form 4797, Part |1, line 18 (attach Forma797) . . ... ... uvi ittt 9
10 Other income (see page 8 of instructions — attach 8cheduIB) . ...........covinr et enneaiarnnnnns 10
11 Total Income. Add lines 3 through 10 .. . ... .. ... 0 ot ittt eiie e aeaas » |11 769,807 .69
—~ | 12 Compansation of offlcars (SChedUIB B, N8 4) .. .. i iiivieiniinen et ea e tntarataneeennnnnns 12
g 13 Salaries and wages (less employment CreditS) . . .. ... uvuiieeue ettt e e 13 236, 829,90
§ 14 Repairs and MalntOnaN0s . . ... ottt ettt e e tteetetan e e e ias et e et ey 14 28492 .54
B I T = T 15 1,870 .89
g 18 RS, ..t 16 15.000.00
@ | 17  Taxes and licenses 17 31.,575,72
-g 18  Interest 18 B9,658.71
E | 18 Charitable contributions (see page 10 of instructions for 10% limitation) 19
% | 20 Depreciation (Attach FOM A562). . ... .veueetenannsrreinensansenaanes, .
al 21 Less depreciation claimed on Schedule A and elsewhereonretum . .,.......... 21a 4,903.82 | 21b 21,72Q.24
E 22 DEPIBHON . ..ttt e e e e e e P 22
S| 23 AdVERSING ...\ eiiit et 23 4,119,95
2 [ 24 Pension, profit-sharing, elc., PIaNS ... ...........eeeeieeee et 24 5,145,00
(86' 25 Employse benefitprograms...............o....... e e e e e 25
@ | 26 Other deductions (attach SChEOUIE) . ........... .ttt iiieniein ittt ieeiaaneenas | 26 223,189,04
_g 27 Total deductlons. Add lnes 12 through 28 ... ...ttt ittt e e e e e > | 27 £54,.401.99
28 Taxabie income before net operating loss deduction and special deductions. Subtract line 27 from line 11 . ...... 28 135,405.70
29 Less: a Netoperating logs (NCL) deduction (see page 13 of instructions) . . . . . . 29a 135,405.70
b _Special deductions (Schedule C,lin@20). . ....................... 29bh 298¢ 135,405.70
30 Taxable income. Subbtractline 29¢ fromline 28. . ... .........o0iurtineneeee e 30 0.00
31 Total tax (Schedule J, line 11) .. ... e e e e e e e e aae i, I 0.00
32 Paymaents: a 2000 overpayment credited to 2001 | 32a
b 2001 estimated tax payments ......... a2b -
§ C Less 2001 refund apphied for on Form 4466 . . . . . 32c ] ( )| dBalp | 32d
E‘ @ Taxdepositedwith Form 7004, ., ..........0vuinineieeeannnnnnnnn.. 32
] f Credit for tax paid on undistributed capital gains (attach Form2439) ............ 32f
a g Credit for Federal tax on fuels (attach Form 4136). See instructions ............ 3. 32h
E 33 Estimated tax penalty (see page 14 of instructions). Check if Form 2220 is attached .................. » D 33
34 Tax due. If line 32h is smaller than the total of lines 31 and 33, enter amountowed . ..............ooooo..... 34 0.00
38 Overpayment. If line 32h is larger than the total of ines 31 and 33, enter amount overpald .................. 35
38 Enter amount of ina 35 you want; Crodltod to Mnumatnd \ated tax b Refunded 36
Under penalties of parjury, | daciars that 1 have and and lo the best of my knowledge and bailef, it is true, corect, and
Sign complete. Dectaration of preparer {other than taxpayer) is buod en oll information of which rnp-mr hae any knowiedge. May the RS Giscuss this retum with
HEI'Q I the preparer shown bsiow (see
’ Soanre T otes TS } Tios— instructions)? X Yes [_No
Date Praparer's or PTIN
Paid Preparer's Check if
s | signatuce 08/27/02 sell-employed [ ] | 259-92-6341
Preparer's —= name (or
Use Only | yours il seifrem ’ THOMBLEY & SIMMONS, P.C. EIN 58-1582344
address, and Z| 305 LAWRENCE ST,, STE.100. MARIETTA.GA 30060| Phonenc. 770-423-1234

slswAF FEDV903F.1 Form 1120 (200%)
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12/20/04
B 8/mRT T
Form 1120 (2001) PADE 2082 raged
> [Schedule L] Balance Sheets per Books _Beginning of tax year End of tax year __
Asusts ) (b) ¢} (d)
F T 1 130,255.25 66,245.79
2a Trade notes and accounts receivable 560,887,311 697,393.00
b Less allowance for bad debts { )] 560,887.31 [( )] 697,393.00
3 inventories................ 617,993.53 716,654.72
4 U.S. government obligations —_—
5 Tax-exempt securities (see Instructions) .............
6 Other current assets (attach schedule)..............
7 Loanstoshareholders ...........................
8 Morlgageandrealestatelaans .................... e ——
9  Other investments (attach scheduie)................
10a Buildings and other depreciable assets . . . ........... 703,629.36 704,871.34
b Less accumulated depreciation . .. ................. ( 459,248.42)| 244,380.94 |(518,621.75)( 186,249.59
11a Depletableassets .........coovvviviinnireanns
b Less accumulated depletion .. .................... { {
12 Land (netofanyamortization) . .................... S
13a Intangible assets (amortizable only) ....... JR
b Less accumulated amortization . .. . ....ceieerreans ( [{ )
14  Other assets (attach schedule) DEPOSITS . .. 1,130.00 [ 1,130.00
15 TOtl@BBEIE . . .. v vttt eateiaieeaass L,554,647.03 L, 667,673.10
Liabliities and Shareholders’ Equity
16 ACCOUMS PAYBOI® . ....ovvrrerrneneneniriravinns ‘ 577,305.25 D%ﬁ
17 Morigages, notes, bonds payabla In less than 1 ysar ' (253,031, 8
18  Other current liabilities (attach achedule) . ~ AGCRUED |EXPENSE 1,444.71 | 306.87 _
19 Loans from Shareholders ... ..........cccceenvnee 140,000.00 | 124,000.00
20 Morigages, notes, bonds payable in 1 year ormore ...
21 Other liabilities (attach schedule) .........cccivianen
22 Capitaistock: a Preferred stock .................
b COMMONSIOCK +.vvvverrrennnnann 230,500.00 230,500.00 230,500.00 230,500.00
23 Additionalpaid-incapltal ........... . 00l
24 Retained eamnings — Appropriated (attach-schedule). . . : e
25 Retained earnings — Unappropriated ... ............ (647,634.80) | (580,517.68)
26 Adjustments to shareholders’ equity {attach schedule) . . |
27 Less coStof treasury SIocK . ... ouvvieniineanns : { ) . 7
28 Total Kabilities and sharshoiders’ equity. . .. .......... 1,554,647.03 ,667,673.10
Note: The corpora!@{ not required to complete Schedules M-1 and M-2 i the total assets on lne 15, col. (d) of Schedula L ere less than $25,000.
[Schedule M-1]| Reconciliation of Income (Loss) per Books With Income per Return (See page 20 of instructions.)
1 Netincome (loss)perbooks .........ocovvviunninnn €7,117.12 | 7 Incomerecorded on books this year
2 Federalincometaxperbooks ................ . not included on this return (itemize):
3 Excess of capital losses over capital gains Tax-exempt intesest $
4 Income subject to tax not recorded on books this
year (itemiza): -
8 Deductions on this return not charged
5 Expenses recordad on books this year not deducted against book income this year (itemize):
on this retum (emize): ¢ a Deprediation ........ [
a Depreciation ......... $ 32.749.27 b Charitable contributions $
b Charitable contributions. $ 3,002,900
¢ Travel and entertainment $ 3.349.31
CWNERS LIFE INS. E 27.088,00
COUNTRY CLUB DUES S 2,100.Q90 68,288.58 | 9 Addines7andB ...............,
Addlines 1through 8 . . ... ooourennrninena oo 135,405.70_ {10 lncome(ine 28, pege 1) —iine6lassined... | 135,405.70
ISchedule M-2 | Analysis of Unappropnated Retained Eamings per Books (Line 25, Schedule L)
1 Balanceatbeginning of Year ..............c.co.on.- (647,634.80)| 5 Distributions: a Cash............ |
2 Netincome (lo8s) perbooks . ... ...cvvviennennaans, 67,117.12 b Stock..... -
3 Other increases (itemize) ¢ Property
¢ Other decreases (itemize):
7 AddlinesSandd ................
4 Addlines1,2,and3 . ... ... i (580,517,68) ] B Baanced endd yeor (ine4icasiine?)..... | (580,517.68)

Form 1120 (2001)
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’ 1 1 20 U.S. Corporation Income Tax Return | OMB No. 15480123
;::mm of the Trassasy For calendar year 2002 or tax year beginnk 8/1 ,2002, ending 7731 ,2003 2002
kriemal Roverwe Service P Instructions are separate. See page 20 for Papcmork Reduction Act Notice.

: s::::::”m Use Name B8 Employer identification number
{attach Form B51) IRS GROOME & ASSOCIATES, INC. 58-1810366
2 mg :::m ©o. D gth:el'r- Number, street. and room or suite no. (f a P.O. box, see page 7 of inslructions.) C Date incorporated
3 Personal aenvice comp. (as wise, P.0Q. BOX 729 8/31/88
defined In Reguiations printor [ Gity or town, state, and ZIP code D Total asssis {380 page 3 of instructions)
ooy~ ** [ | ®P* | TRAVELERS REST, SC 29690~0729 :
E Check applicable boxes: (LT[:] initial return (2) mml return (:D Name change (A)D Address change  $ 590, 439, 97
1a Grossrecelpteorsales | 5, 085,722 .29 | bless returns and allowances | 98,573.08 l cBal p| 1¢] 4,987 149.21
2 Costof goods soig (SchedulB A, e B) . . ... ..o i ittt e s 2 14,167,056.87
3 Groas profit. Subtract line 2fromiin@ic. ........ ... .o, e s 3 820,092.34
4 Dividends (Schedule C, lne 18) ... ...ttt e e e 4
E T 1 g 5
g 6  Gross rents [
=1 7 Gross royalties . 7
8  Capital gain net income (attach Schedule D FOrmM 1120 . et e et s 8
9  Netgain or (loss) from Form 4797, Part Il line 18 (tach FOrmd797) . ... ... .. vivniin e cvaes 9 127.000.00
10 Other income (see page 9 of instructions — attach schedule) .......... ....... ... ... oot 10
11 Total income, Add iN@8 3 through 10 . .. .. ..o\ e ittt et e e e e e e » 11 947,082.34
12 Compensation of officers (Schedule E, liN€4) ... ...ttt iririiieiiiier e enn 12 3.423.93
| 13 Salaries and wages (less employment credits) . ...... .. e e e 13 254,354.04
14 Repairs andmaintenance . ... ..........ooeviiinai i e 14 24,369.05
15 Baddebts ... ... .. ... e e 15 64,138.23
=186 REMS . . .. it e e e e et ieeas snettasacotenatasiinnans 16 53,000,900
2] 17 Taxesandiicenses ....................iiiiiiiiiiiiei e s 17 51,731.59
B E 1B IMerest . ... e 18 75.076.09
£ 19  Charitable contributions (see page 11 of instructions for 10% limitation} ................ ... oo o it 18
¥ 120 Depreciation (aitach Form 4562) 20 32,158.83
& 21 Less depreciation claimed on Schedule A and elsewhereonretumn ............. 21a _4.,448.46 | 21b 22.710.37
S 22 DEPIBHON . . i e e e e 22
23 AGVBIISING o ..ottt e e et e e e e 23 3,7C6.45
24  Pension, profit-sharing, etc., plans . . . .. e e e e e e 24 1,483.00
& 25  Employea benefit Programs . . . .. .. .ot i i e e e ey _yﬁ
o | 26  Other deductions (attach schedule} ............... ... ... oo, Caxanesavaavateicaea. | 26
27  Total deductions. Add lines 12through 28 .. ... ... ... ... ittt e L2T §28.215,.63
28  Taxable income before net operating loss deduction and special deductions. Subtract line 27 from line 11 . | 28 | 118,976.71
A1 29 Less: a Netoperating loss (NOL) daduction (see page 13 of instructions) . . . .. 29a
b_Spacial deductions (ScheduleC line20) . .. ..................... 28b 29c¢ | 118,976 .71
30 Taxable income. Subtract line 29cfromlin@28. ... ... ... i i e e 30 0.00
31 Total tax (Schadule J, N 11) . ... i e e e e e 31 0.00
32 Payments: 8 2001 overpayment credited 10 2002 | 328
£#1 b 2002 estimated tax payments .. ... ... 32b
g € Less 2002 refund applied for on Form 4466 . | 32¢ ] ( dBalp- | 32d
E e Taxdeposited With FOrm 7004, . ... ... ... viiitiet i ieiiieriaeinnnns 32e
- f Credit for fax paid on undistributed capital gains (ettach Form2438) ............ 32f
E g Credit for Federsl tax on fuels (attach Form 4136). See instructions ............ 3 32h
&1 33 Estimated tax penalty (e page 14 of instructions). Check if Form 2220 is attached ... ........ veee L33
34  Taxdue. if line 32h is smaller than the total of lines 31 and 33, enter amountowed ... ... e 34 0.00
35  Overpayment. If line 32h is larger than the total of lines 31 and 33, enter amount overpaid . ... ............. . .38
36 Enter amount of line 35 you want: Credited to 2003 sstimated tax p Refunded 36
Undes penalties of parjury, | daciare that | have axamined this relum, inchuding accompanying schedules and ststaments, and to the best of my knowiedge and beliad, it is lrue, corect, and
Slgn compiele. Declaralion of preparer (cther than taxpayaer) is based on all information of which pruparer hes sny knowledge. Ny the IRS discuss s roturn with
He! the preparer shown balow (see
re ’ s of officer l Dats ’ Tite intuctions)? Yes | _INo
, ] ’ Date check i Preparar’s SSN or PTIN
::;':,a,er.. JA’;L::.' 8/28/03 sattempioved [ | 259-02-6341
Use Only | fomt teme o oved) } THOMBLEY & SIMMONS, P.C. EIN 58-1582344
address, and ZIP code 305 LAWRENCE ST.,STE.100,MARIETTA,GA 30060 | PhoneNo. 770-423~1234

Form 1120 (2002)
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Note: The corporation is not required to complete Schedules L, M-1, and M-2 if Question 13 on Schedule K is answered "Yes."

12/20/04 MON 17:34 FAX 770 423 1842

| Schedule L. | Balance Sheets per Books Beginning of tax year Eng of tax year
Assets (a) (b} _{c) d)
1 Cash. ..ot 66,245.79 | . 124.82
2a Trade notes and accounts recaivable ... . ... . _697,393,00 _323,760.00
b Less allowance for bad debts ... ........... { ) 697,393,00 i )] 323,760.00
3 Inventories.................. ... ... 216,654,772 |103,864,23
4 U.S. government obligations . .............. .
§ Tax-exempt securities (see instructions) ... ... |
8§  Other current assets {attach schedule) . . ... .. I —
7 Loanstoshareholders ....................
8 Morigage and real estateloans . ............
8 Other investments (attach schedule). . .......
10a Buildings and other depreciable assets. . ... .. 704,871.34 695,341.02
b Less accumulated depreciation .. ........... ( 518,621.75) 186,249.59 | 533,780.30) 161,560.92
1ia Depletableassets .. .................c....
b Less accumulated depietion . ....... ....... { ) { )

12 Land (net of any amortization) . ... ..........
13a Intangible assets (amortizableonly) .........

b Less accumulated amortization . . . .......... ( ) ( )
14 Other assets (altach scheduls) .. PEPQSITS 1.130.00 . 1.,130.00
16 Totalassets .. ............. . ............ 1,667,673.10 590,439.97
Liabilities and Shareholdars’ Equity
16 Accountspayable ....................... 667,182.04 r__j]m‘_ﬂ_
17 Mortgages, noles, bonds payable in less than T year . . . . 1.226,201.87 | _429.,073.87
18  Other current liabilities (attach schedule) . ACCRHED EXPENSES _306.87 |l 25.00
19 Loans from shareholders ... . ............. 124,000.00 E__QQ—,_M__&L

20 Morigages, notes, bonds peyable in 1 year ormore . . . ..
21 Other liabilities (attach schedule) ...........
22 Capitalstock: & Preferredstock . .........

b Commonstock .......... 230,500.00 230.500.00 23C, 500,00 230,500.00

23 Additional paid-incepital ..................
24 Retained earnings — Approprialed (attach schedule) . . . . L
25 Retainad earnings — Unappropriated ... . ..., {580,517.68) | (501,547.87)
26 Adiusiments to shareholders' exquity (altach scheduie) . . . . |
27 Lesscostoftreasurystock ................ ) .(_..._——._._)-
28 Total lisbiltles and shareholders’ equity. . .. ... 1,667,673.10 590,439.97
[Schedule M-1] Reconcillation of Income (Loss) per Books With Income per Return (see page 20 of instructions)

1 Netincome (loss) perbacks ............... 28,.969.81 | 7 Income recorded on books this year not

2 Federal income tax per books .. ............ 0,00 included on this return (itemize):

3 Excess of capital losses over capital gains . . . . Tax-exempt interest $

4 Income subject to tax not recorded on books

this year (itemize):

!

8 Deductions on this return not charged

S Expenses recorded on books this year not against book income this year (itemize):
deducted on this return (itemize): a Depreciation ... ..... $
a Depreciation ., ....... $ 4,999.52 b Charitable contributions $

b Charitable contributions. $ 2,852.00
¢ Travel and entertainment $____ 2,667 .28
OWNERS LIFE INS, $ 27,088.10

40,006.90 | 8 Addines7and8 ..................

6 AUUhads T througn 5707 T L T DT T 118,976,721 110 Incoms (line 28, page 1) — line 6 less line 9 118,9876.71
I—S'chadulo M-2 | Analysis of Unappropriated Retained Earnings per Books (Line 25, Scheduie L)

1 Balance atbeginningofyear . . ............. (580,517 5 Distributions: a Cash .............
2 Netincome (loss) perbooks .. ............. 78,569, b Stock.............
3  Other (itemize): - ¢ Property. ..........

6 Other decreases (itemize):
7 AddlinesS5and6 .................. |
4 Addlnes1,2,and3..................... (501,547.87) | 8 Balance at end of ysar {line 4 less line 7} (501,547.87)

form 1120 (2002)
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Paost Oftice Box 729
Traveters Rest. SC 29690
131 Pingley Circle
Greenville. SC 29609
800-451-3266
803-294-8001

Fax 803-294-9368

Pursuant to notice duly given,
for Groome & Associates,

THOMBLEY & SIMMONS PC

GROOME é"

Associates Inc.
PAPERBOARD CONVERTERS

March 28, 1994

A 050

BSthem v

122 Chalkville Rd.
Suite 202-A
Trussville, AL 35173
800-248-1928
205-655-5251
205-655-5250

Fax 205-655-5254

a meeting of the Board of Directors
Incorporated was held with all members

present.
The Director assumed the chair and opened the meeting.
The Board of Directors agreed that the monthly lease

Groome would be increased to $15,000.00
1994.

Resolved:
payment to Lee K.
effective April 1,

There being ne further business before the Board, the motion to

adjourn was made and carried.

%%NQM.,—\

L.Lee K. Groome CEO Groome Secretary

9’9@9»-..,-—‘

Eric W, President

f%»@%

Hudgins,
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EBRART W
GROOME AND ASSOCIATES, INCORPORATED
STATEMENT OF INCOME AND RETAINED EARNINGS
For the Year Ended July 31, 1993
(S8es Accompanying Accountant’'s Report)

Sales $ 11 117 491 87
Less: Returns and Allowances 193 2353 95
Net Sales $ 10 922 237 92
Cost of Sales:

Labor $ 160 619 73

Materials ' 8 781 017 24

Freight 493 008 59

Processing : 340 019 46

Production Supplies 24 858 25

Rewinder and Bailer Expense — 72 943 61 .9 872 466 88
Gross Profic $ 1 049 771 04
General and Administrative Expenses — 900 256 85
Profit from Operations : $ 149 514 19
Other Income:

Interest Income -4 6 141 78

Gain on Sale of Fixed Assgets 16 712 16

Recovery of Bad Debts 8 839 00 31692 9

$ . 181 207 13

Other Deductions:

Contributions ) $ 8 462 00

Interest Expense 12 865 35

Moving Expense ; 1 893 00

Officers’ Life Insurance 36 785 35

Profit Sharing Contribution : 46 410 04 106 415 74
Net Income Before Income Taxes ‘ $ 74 791 39
Income Taxes:

Current $ 18 764 95

Deferred 10 000 00 28 764 95
Net Income : - $ 46 026 44
Retained Earnings - August 1, 1992 315 488 37
Retained Earnings - July 31, 1993 $ 361 514 81
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GROOME AND ASSOCIATES, INCORPORATED

THOMBLEY & SIMMONS PC

dos2

ERHARIT X

STATEMENT OF INCOME AND RETAINFD EARNINGS
For the Year Ended July 31, 1994
?

Sales
Less: Returns and Allowances

Net Sales
Cost of Sales:

Labor
Materials

Depreciation - Machinery & Equipment

Freight

Processing

Production Supplies
Rewindar and Bailer Expense
Warehouse Expense

Gross Profit

General and Administrative Expenses
Profit From Operations

Other Income:

Interest Income

Other Deductions:
Contributions
Bad Debts
Interest Expense
Moving Expense
Officers’ Life Insurance
Profit Sharing Contribution

Net Income Before Income Taxes
Income Taxes:
Current
Deferred
Net Income
Retained Earnings - August 1, 1993

Retained Earnings - July 31, 1994

$§  214,277.46
7.,147,813.99
41,574.65
507,781.49
206,099 .32
36,089.04
9,339.20

$ 4,720.00
28,854.30
25,637.03

2.787.73
38,314, 44

80,689,119

$ 19,394.60
— 16,000.00

$10,042,959.48
—338,085.82

$ 9,704,869.66

~8.225.947,32
$ 1,478,922.34

-3.182.720,51
$ 296,201.83

95,20
$ 298,197.03

—181.002.69
$ 117,194.34

—35,394.60

$  81,799.74
361,514,81

$_ 443.314.55
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Groome and Assoclates, Incorporated
STATEMENT OF INCOME AND RETAINED EARNINGS
For the Year Ended July 31, 1985 SXHOBT Y
(See Accompanying Accountants’ Report)

Sales $ 11,745,147.80

Less: Returns and Allowances 214,446.58
Net Sales $ 11,530,701.33
Cost of Sales:

Labor $ 250,275.25

Materials 9,348,371.84

Depraciation - Machinery and Equipment 44,199.98

Freight 352,041.68

Processing 45,408.75

Production Supplies 43,733.80

Rewinder and Bailer Expense 13,125.29

Warehouse Expense 38,676.18 10,136,732.78
Gross Profit $ 1,303,988.55
General and Administrative Expenses _1,098467.03
Profit from Operations $  295,501.52
Other Income:

Gain on Sale of Fixed Assets 4.918.27

$ 300419.79

Other Deductions:

Bad Debts $ 33,749.12

Contributions { 8,458.00

Interest Expense 62,927.28

Officers’ Life Insurance 42,706.44

Profit Sharing Contribution : 84,000.00 231,840.85
Net Income Before Provision for Income Taxes $ 68,578.84
Income Taxes:

Federal $ 14,205.11

State * 12,000.00 26,205.11
Net Income $ 42,373.83
Retained Eamings - August 1, 1994 . 443,314.55
Retained Eamings - July 31, 1995 $ 485,688.38

The notes to financlal statements are an integral part of this report.
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B Groome and Associates, incorporated
STATEMENT OF INCOME AND RETAINED EARNINGS
For the Year Ended July 31, 1996

SMmMBmM 2

Sales $ 9,038,191.15

Less: Relurns and Allowances 306,848.26
Net Sales $ 8,731,341.89
Cost of Sales:

Labor $ 203,934,308

Materials 6,062,712.81

Depreciation - Machinery and Equipment 49,224.83

Freight - 323,482.15

Processing 16,440.94

Production Supplies 32,075.95

Rewinder and Baller Expense . 413.56

Warehouse Expense 34,442.45 7,712,735.88
Gross Profit : $ 1,018,608.01
General and Administrative Expenses 913,484.43
Profit from Operations $ 105121.58
Other income:

Recovery of Bad Debis 5,002.50

$ 110,124.08

Other Deductions:

Interest Expense $ 91,314.00

Officers' Life Insurance 28,164.00 119,478.00
Net income (Loss) Before Provision for Income Taxes $ (9,353.92)
Income Taxes:

Current $ 389.98

Deferred 8,000.00 8,389.88
Net Income (Loss) $ (17,743.90)
Retained Eamings - August 1, 1995 485,688.38
Retained Eamings - July 31, 1996 $ 487,944.48

——— e —

The notes to financial statements are an integral part of this report.
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STATEMENT OF INCOME AND RETAINED EARNINGS
For the Year Ended July 31, 1997

RS I3

12/20/04 MO

SHRIT AA

Sales $ 9.710,597.40

Less: Retums and Allowances 188,6881.21
Net Sales . $ 9,521,918,19
Cost of Sales:

Labor $ 340,544.46

Materials 7,155,334.32

Depreciation - Machinery and Equipment 57,318.59

Freight 369,921.64

Processing 17,889.38

Production Supplles 40,283.34

Rewinder and Baller Expense 193.37

Warshouse Expense 19,503.83 8,001,076.93
Gross Profit $ 1,520,838.28
General and Administrative Expenses 1,284,773.48
Prafit from QOperations $ 226,085.80
Other Income:

Gain on Sale of Fixed Asset $ 1,500.00

Miscelianeous Income 10,198.84 11,698.84

$ 237,784.64

Other Deductions:

Bad Debts : $ 9,030.28

Contributions 32,991.00

Interest Expense 86,713.53

Profit Sharing Contribution 50,203.00 178,937.81
Net Income Before Provision for income Taxes $ 58,826.83
Income Taxes:

Current $ 17,168.14

Deferred 4,000.00 21,168.14
Net Income ' $  37,858.69
Retained Eamnings - August 1, 1896 $ 467,944 .48
Cash Sumender Value Increase in

Excess of Premiums Paid. 20,179.10 497,123.58
Retained Eamings - July 31, 1097 $ 53478227

The notes to financlal statements are an integral part of this report.
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Connie F. Greer at UP
: Dick A. Hillestad at UP
: Rob Laseter at UP
: Charles T. Schramm at UP

e e > - - " " - " = - - —— — - — - " < = =a o~ o ——— e —

ASSOCIATION OF AMERICAN RAILRCADS
EMBARGO NOTICES FOR December 4, 1997
CONSECUTIVE SHEET 243

- ——— . -~ — -’ = - . = - = o= - - - —— - - - - —

Number &
Issuing
Agency

Commodity

Destination Consigned or
Gateway or Reconsigned To
Territory or Intended For

- - = D " = - —— - - - — D - — . - - - —— - ——— - - = - —

CPDR
Carolina
iedmant
Division,
South
Carolina
Central RR
Emb. No.l1l-87
EFFECTIVE
12-4-97

All
traffic

CAUSE:

EXCEPTION:

Ta, from or via the fallowing
stations located on the GRN Sub-
division (former Greenville &
Northern Railway) located in the
state aof South Carolina:

Berea

Fentress

Montague -
North Greenville

Travelers Rest

Damage to bridges.

- ew e e ar e s w w wm w W e W w e e e wm W w e e e o e e = = -

BNSF
Burlington
Northern
Santa Fe

Rwy. Co.

Emb. No.25-97
CANCELLED
12-4-97

All
traffic

NOTE:

CANCELLATION
Destined Brownsville, TX.

Original Emb. aon Consecutive
Sheet #2222, 10-29-97.

- e s e m e eh s am wm  m am wm W wm wm w wm wm w W e W e s e w = = -

BNSF Sl
Burlington
Northern
Santa Fe,

Rwy. Co.

Emb. No.26-97
CANCELLED
12-4-97

All
traffic

CANCELLATION

Routed from BNSF to TM at Corpus
Christi, TX and Flatonia, TX
destined to Laredo, TX.

Last shown on Consecutive
Sheet #2310, 11-13-97

- e em e o m wm am wm o m e e e e m um e @ W m wm em e wm e e = = -

J. J. Carraoll

003126






BEFORE THE
SURFACE TRANSPORTATION BOARD

STB Docket No. 42087

GROOME & ASSOCIATES, INC., AND LEE K. GROOME
V.
GREENVILLE COUNTY ECONOMIC DEVELOPMENT CORPORATION

VERIFIED STATEMENT OF RANDY MATHENA

1. My name is Randy Mathena. Iam the President and majority shareholder of Paper
Cutters, Inc. (“Paper Cutters”) My business address is 840 North Highway 25 By Pass,
Greenville, SC 29617. I have personal knowledge of the facts that are set forth hereinafter and
am duly authorized to present this Verified Statement.

2. Paper Cutters is located at MP 5.4 on a line of railroad that stretches from Greenville to
Travers Rest, South Carolina (“the Line™). The Line is currently owned by the Greenville
County Economic Development Corporation, which I understand is the Respondent in this
Complaint proceeding brought by Lee Groome and Groome & Associates, Inc. (“G&A”). G&A
is located at MP 2.2, which is south of Paper Cutters.

3. On December 4, 1997, Carolina Piedmont Division, South Carolina Central Railroad
(“SCCR”), the former owner of the Line, filed an embargo on the line. Although the embargo
was effective on that date, the railroad continued to operate over the Line for another two

months. Later in December, I received a letter from SCCR’s General Manager in which he

informed me that SCCR would be willing to restore service if the shippers would pay for the cost
of replacing two bridges and repairing a couple of other bridges. I subsequently became the

spokesperson for the coalition of shippers on the Line as we attempted to negotiate with the

I ——



railroad. The shippers agreed to help fund the cost of the repairs and the cost of replacing the
two bridges. In return, we asked for certain guarantees, including continued service from SCCR.
SCCR, which is a subsidiary of Railtex, never responded to our offer.

4. Despite our efforts to negotiate a deal with SCCR, we were not able get SCCR to restore
service. In October 1998, SCCR filed a new system diagram map with the STB and announced
that it anticipated abandoning the portion of the Line between MP 2.1 in Greenville and MP
11.8, which would include the segment of track used by Paper Cutters, G&A and all of the other
shippers on the Line.

5. I also communicated on a regular basis with the Chamber of Commerce and the
Greenville County Council as we tried to resolve the problem with the railroad. Because I felt it
was in the shippers’ best interest to do so, I also kept members of both entities informed of the
shippers dealings with SCCR and actively solicited their assistance. See Attachments hereto.

6. Because I was not that familiar with the rights of the shippers, or the obligations of the
railroad, I contacted Mel Clemens, who I understand is the Director of the Office of Compliance
and Enforcement of the Surface Transportation Board. Based on my conversations with
Clemens, I learned that it would be possible for the shippers to acquire the Line through an offer
of financial assistance (“OFA”) after SCCR filed for authority to abandon it. Based on that
information, our coalition adopted a strategy of waiting for SCCR to file for abandonment
authority so that we could acquire the Line for its NLV, which [ understood was the value of the
track materials, minus the cost of removal, plus any value of land that SCCR owned in fee
simple. It was my further understanding that because SCCR did not hold a fee simple interest,

the land would have no value for purposes of the OFA. [ also confirmed my understanding by



speaking with B. R. Anderson, a short line operator who was interested in providing service over
the Line for the shippers.

7. During the course of communications with Greenville County and the Chamber of
Commerce, I made it very clear that the shippers had adopted the strategy of waiting for an
abandonment proceeding to be filed before the STB before we would make our offer to acquire
the Line.

8. On January 29, 1999, the shippers received a letter from SCCR, which mentioned a
previous meeting and which offered to sell the railroad corridor between Greenville and
Travelers Rest for $750,000. Because we believed that the NLV was considerably less than
$750,000, we chose to wait for the abandonment proceeding and did not accept the offer. Idid
inform members of the County Council that the shippers were willing to finance the purchase of
the Line and that we believed we could arrange for the purchase, repair and operation of the line
without assistance from the County. Based on conversations with an experienced short line
operator, we estimated the cost of repairs associated with the entire line. This was done because
we felt that with adequate rail service, the Line could attract additional customers and thereby
cover the cost of the purchase and the rehabilitation of the Line. Because we were also interested
in making the Line acceptable for passenger service, our cost estimates exceeded the cost of
repairs that would have been needed to restore service over excepted track, which is how the
Line was operated before SCCR filed its embargo in December 1997.

9. A couple of months later, we learned that the Greenville County Council had agreed to
acquire the Line. Because we believed, based on repeated conversations with members of the

Council, that the County would restore rail service following its acquisition of the Line, the



shippers did not contest the sale to the County. However, by purchasing the Line, the County
effectively short-circuited our plans to purchase the Line for its NLV.

10. GCEDC acquired the Line in June 1999. Thereafter, I attended a meeting at the office of
Gerald Seals, who was then the head of GCEDC. The meeting was also attended by Mr. Groome
and Ms. Haskell-Robinson, who was also a member of the Board of GCEDC. During that
meeting, Seals assured me and Mr. Groome that GCEDC had $500,000.00 in the bank. He also
confirmed that others, such as Duke Power Co. and Bell South, had offered additional assistance.
During that meeting, Groome personally offered $30,000.00 on the spot. This was done in the
presence of Gerald Seals, Pat Haskell-Robinson and myself.

FURTHER SAYETH THE AFFIANT NOT.



VERIFICATION
I, Randy Mathens, hereby declare under penalty of perjury that the foregoing is true and

correct. Executed on December 20, 2004, ] .

Randy Mathenal/ N
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SEPTEMBER 21, 1998

TO: LEE GROOME, JOHN BYL, BILL KERNAN AND RANDY PEARSON
FROM: RANDY MATHENA

RE: PURCHASE OF CAROLINA PIEDMONT DIVISION FROM RAILTEX

PURSUANT TO OUR MEETING WITH KENT REEVES AND J.R. SMITH,
WE DECIDED THAT | WOULD PROVIDE A DOCUMENT WHICH OUTLINES
OUR INTENTIONS AND WE SHOULD POSSIBLY SEEK LEGAL COUNSEL,
AS RAILTEX HAS DECIDED TO SEEK PERMISSION TO ABANDON THE
CAROLINA PIEDMONT DIVISION WHICH SERVES GROOME PAPER,
PAPER CUTTERS INC AND AIR PRODUCTS.

THIS FEASIBILITY STUDY IS FOR THE PURPOSE OF DETERMINING
WHO SHOULD BE INVOLVED IN THE PURCHASE OF THE NOW IDLED
CAROLINA PIEDMONT DIVISION. 1 WILL OUTLINE THE FACTS, AS WE
KNOW THEM BELOW AND SUBMIT THEM FOR YOUR CONSIDERATION.
AS DELETIONS, ADDITIONS OR CHANGES ARE MADE, | WILL ADJUST
THE DOCUMENT ACCORDINGLY.

UNDER THE (OFA) PROVISION, 49 USC 10904, WE THE CUSTOMERS
OF THE CAROLINA PIEDMONT DIVISION, WANT TO STUDY OUR
RIGHTS TO PURCHASE THE RAIL LINE, BEFORE IT IS ABANDONED
BY RAILTEX THE PARENT COMPANY. OBVIOUSLY WE WILL
UNDERTAKE A STUDY, TO DETERMINE IF WE WILL BUY THE LINE AS
A GROUP OR AS INDIVIDUALS. WE MAY ALSO BRING TO THE TABLE
ANOTHER OPERATOR OF SMALL LINES, WHO MAY HAVE AN
INTEREST IN BUYING THE LINE AND RUNNING IT THEMSELVES.
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THE FACTS AS WE KNOW THEM ARE AS FOLLOWS:

WE HAVE THE OPTION TO BUY THE LINE FOR THE NET LIQUIDATION
VALUE. KENT REEVES HAS ASSURED US THAT HE WILL FORWARD
TO US ANY AND ALL INFORMATION THAT WE SHOULD HAVE BY
LAW, APPLICABLE TO THE (OFA) PROVISION.

OUR UNDERSTANDING IS THAT WE WOULD PAY THE NLV, WHICH IS
THE YALUE OF THE TRACK, CROSS TIES AND GRAVEL LESS THE
COST OF LABOR, TO REMOVE AND SELL THESE ASSETS.

TO THIS NLY, WE WOULD ADD THE COST OF COMPLETE
RESTORATION OF THE LINE FROM MILE MARKER ONE TO AIR
PRODUCTS, THE COST OF AN ENGINE AND LABOR COSTS OF THE
EMPLOYEES REQUIRED TO OPERATE THE LINE.

IT IS OUR UNDERSTANDING THAT WE WOULD RECEIVE AN _
EASEMENT CROSSING ALL LAND FOR AS LONG AS THE RAIL LINE IS
OPERATED. )

THE POTENTIAL COSTS AND INCOME TO PAY FOR THE RAIL LINE
AND RECONSTRUCTION IS AS FOLLOWS:

COST OF RAIL LINE AT NLY $100,000.00
COST OF RECONSTRUCTION $2,000,000.00
COST OF A NEW ENGINE $100,000.00

TOTAL  $2;200,000.00
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POTENTIAL INCOME:

GROOME PAPER 22 CARS/MONTH AT $450.00 PER CAR = $9,900.00
PAPER CUTTERS10 CARS/MONTH AT $500.00 PER CAR = $5,000.00
AIR PRODUCTS 16 CARS/MONTH AT $600.00 PER CAR = $9,600.00

TOTAL MONTHLY INCOME $24,500.00

POTENTIAL MONTHLY COSTS:

MONTHLY LABOR $12,000.00
(S EMPLOYEES AT $25.00/HOUR AT 40 HOURS/WEEK)

LESS MONTHLY REPAYMENT NOTE/ BOND ISSUE $10,000.00
($10,000.00 X 12 MONTHS X 20 YEARS)

MAINTENANCE AND FUEL COSTS $2,400.00

BREAKEVEN 0

THIS SCENARIO ASSUMES 120 HOURS OF LABOR PER WEEK,
HOWEVER, THE ENGINE WOULD ONLY RUN TO THE YARD TWICE PER
WEEK. IT IS ALSO BASED ON ONLY THREE CUSTOMERS. IT IS SAFE
TO ASSUME THAT THERE WOULD BE ADDITIONAL CUSTOMERS AND
OTHER POTENTIAL INCOME SOURCES AS THE LINE AND BUSINESS
CLIMATE DEVELOP.

PLEASE REMEMBER THAT THIS IS ONLY A STARTING POINT,

HOWEVER, IT DOES NOT LOOK AS BLEAK AS WE MIGHT HAVE
ANTICIPATED. :
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PARTIES WHO MAY HAVE AN INTEREST IN THIS PROJECT ARE AS
FOLLOWS:

PAPER CUTTERS INC

GROOME PAPER

AIR PRODUCTS

CITY OF TRAVELERS REST

CITY OF GREENVILLE

GREENVILLE CHAMBER OF COMMERCE

FURMAN UNIVERSITY
GREENVILLE DOWNTOWN BUSINESS ASSOCIATION

OTHER INDUSTRIAL PROPERTIES ADJACENT TO THE RAIL LINE
THE HARTWELL RAIL LINE

I DO NOT FEEL THAT ANY OF US ARE INTERESTED IN OWNING AND
RUNNING A SHORT LINE RAILROAD, HOWEVER, | PERSONALLY DON'T
WANT TO SEE US LOOSE THIS SHORT LIVED OPTION TO INSURE THAT
WE HAVE AT LEAST THE OPPORTUNITY TO PRESERVE OUR YESTED
INTERESTS. TRUTHFULLY, IF WE EXERCISE OUR OPTION TO
PURCHASE FOR NLV, WE ARE ONLY GAMBLING THE NLY PRICE.
THEN WE AT LEAST HAVE THE OPTION AND POWER TO REWORK
THE LINE, SELL IT OR LOOSE OUR NLY INVESTMENT.
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9/26/98

FROM: RANDY MATHENA

RE: KENT REEVES REPLIES TO OUR QUESTIONS AT THE LAST
MEETING ON 9/23/98

1. ABANDONMENT CAN TAKE 60, 120 OR 180 DAYS.

2. THIS PROCESS CAN BE HANDLED BY:
PETITION WHICH PROVIDES FOR FULL DISCLOSURE
OR BY APPLICATION WHICH MAY PROVIDE SOME FACTS

3. THE AREA IN QUESTION RUNS FROM MILE MARKER 2.0 TO 11.8

4. CAM WE PRESENTLY HAVE THE VALUE? - NO WE CAN NOT.

5. ALL COMMUNICATIONS ARE GENERALLY MADE Vi& PAPER
FILINGS. | 4

6. NLY SEEMS TO INCLUDE THE SALVAGE VALUE PLUS THE VALUE
OF THE RIGHT OF WAY, PLUS THEIR EXPENDITURES ON TRACK
REPAIR.

KENT MADE THE STATEMENT THAT, THEIR LATITUDE IN AND
SPEED IN MAKING DECISIONS IS BASED ON WHAT KIND OF
RESISTANCE, WE THE CUSTOMERS PUT FORTH. IT IS MY PERSONAL
JUDGEMENT THAT WE NEED QUALIFIED LEGAL COUNSEL, SUCH
THAT WE TAKE ADVANTAGE OF EVERY TACTICAL MOVE
AVAILABLE TO US IN THIS PROCESS. EVERYONE CONCURS.

KENT REEVES CAN BE REACHED FOR QUESTIONS AT 843-332-7584.
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ONCE A DEAL IS REACHED, ANY NEWCOMERS WILL RECEIVE
RATES THAT HAVE BUILT IN PARTICIPATION IN THE PLAN.

THERE IS THE POSSIBILITY THAT WE COULD BE REIMBURSED FOR
SOME OR ALL OF THE MONEYS THAT WE SPEND ON THE REBUILD.
WE SHOULD REQUIRE THE ENTIRE AMOUNT TO BE REIMBURSED
OVER A TWO YEAR PERIOD.

THE RAILROAD WILL COMMIT AN ADDITIONAL $200,0060.00 TO
TRACK REPLACEMENT. THIS WOULD BEGIN AS SOON AS THE
BRIDGE REBUILD STARTS.

THE STATE OF SOUTH CAROLINA IS LOOKING HARD AT THE
RAILROAD’S POINT OF ORIGIN TO FURMAN UNIVERSITY AS A
RECIPIENT OF STATE/FEDERAL GRANT MONEY FOR COMMUTER
SERVICE. OUR COMMITMENT TO THE RAILROAD, COULD POSSIBLY
MAKE THAT MORE LIKELY. THAT WOULD RAISE THE VALUE OF OUR
PROPERTIES OVERALL.

THERE IS COMMON BELIEF AMON& ALL PLAYERS, THAT THE
STATE OF OUR ECONOMY IN THE UPSTATE PROVE THAT RAIL
SERVICE COULD ONLY HASTEN THE SPEED OF INDUSTRIAL GROWTH
IN THIS AREA.

CAROLINA PIEDMONT COMMITS THAT THE RATES FOR FUTURE
CARS WOULD REMAIN THE SAME AS THEY WERE WHEN SERVICE
STOPPED. QUR PARTICIPATION IN THE REBUILD COULD BE
SEPARATE AND STRUCTURED IN A NUMBER OF DIFFERENT WAYS.
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Paper Cutters, Inc.

840 NORTH HISHWAY 25 BY PASS
GREENVILLE, SC 29617
(864) 834-3193 FAX (864) 834-3551

DATE: 10/09/98

TO: FOREST VAN SWARTZ

COMPANY: CAROLINA PIEDMONT RAILROAD
FAX NUMBER: 803-332-1222

PHONE NUMBER: 803-332-7584

FROM: RANDY MATHENA

RE: OUR POSITION ON REBUILD OF THE RAILROAD

DEAR FOREST, ' ,

WE HAVE NOW HAD DISCUSSIONS WITH GROOME PAPER, AIR PRODUCTS,
WESTVACO AND NORFOLK SOUTHERN. 1 CANNOT SPEAK FOR THE GENERAL
CONSENSUS, BUT ON THE PART OF PAPER CUTTERS, | COMMIT THE FOLLOWING:

1. WE WILL PARTICIPATE BY $100,000.00 IN THE REBUILD OF THE RAIL LINE,
CONTINGENT ON THE COMMITMENT OF BOTH NORFOLK SOUTHERN AND AIR
PRODUCTS. WE WOULD ALSO REQUIRE ALL INCOMING RAIL SHIPMENTS BE
MADE BY NORFOLK SOUTHERN WHERE POSSIBLE DURING THE COURSE OF
THIS COMMITMENT. THIS MONEY SHOULD BE COLLECTED ON A PER CAR
BASIS OVER A TWO YEAR PERIOD.

2. OUR COMMITMENT IS BASED ON REPAYMENT OF THE $100,000.00 WITH
INTEREST AT PRIME RATE. THE REPAYMENT SHOULD BE MADE OVER THE
THE TWO YEAR PERIOD FOLLOWING THE TWO YEAR REBUILD PERIOD.

3. ANY CUSTOMER USING THE SERVICE DURING THE REBUILD PERIOD SHOULD
PAY AN EQUAL UP CHARGE AND THIS AMOUNT SHOULD BE DEDUCTED
FROM THE $300,000.00.

4. IN LIGHT OF THE FACT THAT $300,000.00 IS SUCH A LARGE PERCENTAGE
OF THE FINANCE OF THE ENTIRE PROJECT, WE SHOULD BE PRIVY TO YOUR
FINANCIALS UNTIL WE ARE REPAID IN FULL. THIS IS A MATTER OF DUE
DILIGENCE ON OUR PART.

ITIS MYO“ PERSONAL OPINION THAT WE SHOULD NOT HAVE BEEN PUT INTO
THIS POSITION TO BEGIN WITH AND THIS ENTIRE PROCESS OF SEARCHING FOR
A RESOLUTION HAS TAKEN WAY TOO LONG. IF OUR PROPOSAL IS NOT
ACCEPTABLE, WE WILL SIMPLY USE TRUCKS AND RESEARCH OTHER
ALTERNATIVES FOR RAIL SERVICE.

SINCERELY,

CUSTOM CONVERTERS OF PAPER & PAPERBOARD
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Paper Cutters, Inc.

840 NORTH HIGHWAY 25 BY PASS
GREENVILLE, SC 29617
(864) 834-3193 FAX (864) 834-3551

DATE: 10/09/98
TO: PAT HASKELL ROBINSON
COMPANY: SREENVILLE CHAMBER OF COMMERCE
24 CLEVELAND STREET
GREENVILLE, S.C. 29601
FAX NUMBER: 282-8549
PHONE NUMBER: 242-1050
FROM: RANDY MATHENA
RE: THE RAIL LINE FROM GREENVILLE TO TRAVELERS REST/MARIETTA

DEAR PAT,

1 WOULD LIKE TO THANK YOU FOR A MOST INFORMATIVE MEETING AT THE
CHAMBER LAST WEEK. [T IS HEARTENING TO KNOW THAT THERE ARE
OTHERS IN GREENVILLE, WHO ARE CONCERNED ABOUT THE LONG TERM
PROSPECTS OF THE OLD GREENVILLE NORTHERN RAILWAY. '

WE AT PAPER CUTTERS BOUGHT LAND FOR OUR PRESENT SITE, BECAUSE OF
THE RAILROAD. WE SPENT OVER $30,000.00 TO INSTALL OUR RAIL SIDING.
WE HAVE USED IT MORE THAN WE HAD EXPECTED, AND WE PROJECT THAT WE
WILL USE IT EVEN MORE IN THE FUTURE. RAILTEX APPROACHED US
UNANNOUNCED ON THE DAY THAT WE WERE TO MEET WITH ANOTHER
PROSPECTIVE OPERATOR OF THE THEN GREENVILLE NORTHERN RAILWAY.
SINCE THEY WERE IN OUR LOBBY, WE MET WITH THEM AND BASED UPON THEIR
COMMITMENTS, WE TOLD THEM THAT WE WOULD SUPPORT THEM IF THEY WERE
SELECTED AS THE PURCHASER.

THEY OPERATED PROFITABLY UNTIL THEY CEASED OPERATION AND THEN
ANNOUNCED THAT THEY WERE CLOSING BECAUSE OF BRIDGE REPAIR COSTS.
THEY ASKED THEIR CUSTOMERS TO BEAR THE BURDEN OF $300,000.00 IN
COSTS, WITH NO PLAN TO REPAY THE MONEY. | MADE PHONE CALLS AND
WROTE LETTERS TO NO AVAIL. THEY NEVER RESPONDED IN ANY WAY. THIS
WAS, | MIGHT ADD, AFTER A MEETING AT WHICH FOREST VAN SWARTZ TOLD
US THAT THEY WERE VERY INTERESTED IN WORKING OUT A SOLUTION AND
GOING BACK TO WORK. ) :

CUSTOM CONVERTERS OF PAPER & PAPERBOARD
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SINCE THAT MEETING AND NO RESPONSE TO MY CALLS AND LETTERS, | HAVE
MET WITH THE FOLLOWING PEOPLE, IN AN EFFORT TO GET SOME ACTION:

NORFOLK SOUTHERN-GREENVILLE
RICHARD PICKENS
GARY RICE

NORFOLK SOUTHERN-CHARLESTON
DALE ASHLEY

NORFOLK SOUTHERN-RICHMOND
LEW MOSS

WESTVACO KRAFT-CHARLESTON
MIKE GRIFFTTH

RAILTEX-LANCASTER
KENT REEVES-NEW ACTING MANAGER

S.C. DEPARTMENT OF TRANSPORTATION
MIKE ELLISOR

I HAVE ACTED IN CONSORT WITH LEE GROOME OF GROOME. PAPER AND BILL

-~ KERNAN OF AIR PRODUCTS. WE ARE ALL QUITE ANXIOUS AND INTERESTED IN

. GETTING OUR SERVICE BACK, IN THAT IT IS QUITE COSTLY FOR US TO USE

. TRUCK INSTEAD OF RAIL. WE WOULD LIKE A MEETING AS SOON AS POSSIBLE.
| MAYBE WE SHOULD 60 THROUGH THE PROCESS OF DISCOVERY, IF NECESSARY,
{TO FERRET OUT THE TRUE FACTS OF THIS CASE. WE DO HAVE A LETTER
FROM KENT REEVES, ACKNOWLEDGING THAT WE WOULD LIKE THE FIRST

|

|RlGil'l’Ol-'RE!"USA\LON'I'HZPUR(IHAS'EOl"’l'HELIN!. THIS IN SOME WAY

FORH.ES WITH THE (OFA) PROVISION UNDER 49 USC 10904, WHEREBY WE
OFFER TO BUY THE RAIL LINE FOR THE (NLY) NET LIQUIDATION VALUE.

SINCERELY,

LANDY MATHENA
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Paper Cutters, Jnc.

840 North Highway 25 By Pass
Greenville, SC 29617
(864) 834-3193 FAX (864) 834-3551

DATE: 10/28/98

TO: ALL CONCERNED

COMPANY: CUSTOMERS, CHAMBER OF COMMERCE AND COUNTY COUNCIL
FAX NUMBER:

PHONE NUMBER:

FROM: RANDY MATHENA

RE: NOTES FROM MY TALK WITH MEL CLEMENS

ON 10/28/98 1 RECEIVED A CALL FROM MEL CLEMENS, WHO HEADS THE
OFFICE OF COMPLIANCE & ENFORCEMENT A DIVISION OF THE SURFACE
TRANSPORTATION BOARD. MEL SPENT NEARLY AN HOUR ON THE PHONE WITH
ME AND WAS VERY HELPFUL. HE TOLD ME THAT I COULD CALL ANYTIME AND 1
WAS WELCOME TO COME AND MEET WITH HIM IN WASHINGTON, D.C. THIS
DIVISION'S GOAL IS TO MEDLATE IN SITUATIONS LIKE OURS, TO HELP PARTIES
COME TO TERMS, WITHOUT GOING TO A FULL STB HEARING. THEY ARE
UNBIASED AND ARE THERE TO COUNSEL BOTH SIDES.

MELIVN F. CLEMENS JR.

DIRECTOR OF THE OFFICE OF COMPLIANCE AND ENFORCEMENT
SURFACE TRANSPORTATION BOARD

1925 K STREET NW SUITE 780

WASHINGTON, D.C. 20423-0001

202-565-1575
NOTES:

THE TWO SECTIONS ALREADY ABANDONED CANNOT BE REVERTED, HOWEVER,
ACCORDING TO THE PAPER WORK THAT WE RECEIVED FROM THE STB, IN
RESPONSE TO OUR LETTERS, THE DECISION WAS BASED ON ERRONEOUS
INFORMATION GIVEN BY RAILTEX. IT CLEARLY STATES THAT THERE WERE
NO SHIPPERS ON THE NORTHERN LINE. 1 AM FORWARDING A COPY TO CARL
BENTZEL AT THE OFFICE OF FRITZ HOLLINGS FOR HIS REVIEW. THE STB HAS
ALSO BEN CONTACTED BY THE OFFICE OF STROM THURMOND DUE TO LETTERS
AND CALLS FROM OUR GROUP. .

Custom Converters of Paper & Paperboard
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CONCERNING THE NORTHERN LINE, WE HAVE SEVERAL OPTIONS AS FOLLOWS:

1. WE CAN ATTEMPT TO NEGOTIATE A DEAL DIRECTLY WITH RAILTEX.
WE SHOULD FIRST WRITE A STUDIED ANALYSIS ON THE YALUE OF THE LINE
AND COPY MEL'S OFFICE.

2. WE CAN WRITE THE STB AND ASSERT THAT SERVICE IS INADEQUATE,
ASKING THE STB TO REQUIRE THE SALE OF THE LINE TO US.

3. WE CAN WAIT UNTIL RAILTEX APPLIES FOR ABANDONMENT AND EXCERISE
OUR RIGHT TO OFA (OFFER FINANCIAL ASSISTANCE) OR REQUEST TO BUY
THE LINE FOR NLV. '

RAILTEX HAS THE LINE UNDER EMBARSGO UNTIL EARLY DECEMBER, AT WHICH
POINT THEY CAN RENEW THE EMBARGO FOR ANOTHER YEAR. THIS COULD 60
ON FOREVER. WHILE THEY HAVE THE LINE EMBARGOED, THEY ARE IN THEIR
BEST NESOTIATING POSITION. IF THE STB FEELS THAT RAILTEX HAS NO
INTENTION OF RUNNING THE LINE AGAIN, THEY MAY STEP IN AND REQUIRE
THE ABANDONMENT PROCESS.

OUR STUDIED ANALYSIS LETTER WOULD SERVE AS OUR POSITION, SHOULD THE
NLY PROCESS TAKE PLACE. HERE THE STB MAKES A DECISION BASED UPON
ALL OF THE FACTS AND DEVELOPS A CONSTITUTIONAL MINIMUM YALUE FOR
WHICH THE LINE WOULD SELL. OUR POSITION WOULD BE SUPPORTED BY THE
FACT THAT THEIR IS NO GOING CONCERN. SINCE THERE IS NO GOING CONCERN
AND IF THE LAND UNDER THE TRACK IS BY RIGHT OF WAY ORLY, THERE IS
VERY LITTLE VALUE TO THE LINE, BECAUSE THE ONLY THING LEFT IS THE
TRACK WHICH IS WORTH LESS THAN THE LABOR TO REMOVE IT. IT APPEARS
THAT WE WOULD BE ABLE TO BUY FOR THE LOWEST VALUE POSSIBLE. 1 PLAN
TO RESEARCH THE OWNERSHIP/RIGHT OF WAY ISSUE AND PRESENT THE
FACTS TO OUR GROUP. JOE BECKHAM HAS OFFERED TO ASSIST US IN THIS
STUDY. HE WORKED FOR THE GREENVILLE NORTHERN RAILWAY AND HAS A
DEEP AND SINCERE INTEREST IN SEEING THE LINE BROUGHT BACK TO LIFE.
HE ALSO WOULD LIKE TO BE A PART OF THE LINE. HE HAS BEEN MOST
HELPFUL.
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ALTERNATIVE 1 WOULD KNT REQUIRE AN ADVERSIAL RELATIONSHIP
BETWEEN OUR GROUP AND h. ILTEX. ALTERNATIVE 2 DEFINITELY WOULD DO
SO AND “COULD” REQUIRE ATTORNEYS AND LITIGATION. ALTERNATIVE 3
WOULD REQUIRE WAITING AND PATIENCE. THE STB MIGHT STEP IN If WE
KEPT THEM ADVISED AND APPRAISED OF THE EVENTS.

ON ANOTHER NOTE, | PRESSED MEL ON THE QUESTION OF, CAN WE HAVE &
GREENWAY AND COMMUTER/COMMERCIAL LINE AT THE SAME TIME? HE
STATED THAT THIS IS POSSIBLE, HOWEVER, [T COULD BE A TRICKY PROCESS.
WE AGREED THAT THIS PROGRAM SHOULD BE LAUNCHED UNDER THE AUSPICE
OF COUNTY COUNCIL AND THE CHAMBER OF COMMERCE FOR REASONS THAT |
CAN SHARE LATER.

IT APPEARS THAT WE SHOULD 8AND TOGETHER AS A GROUP ARD PLAN A
STRATESY BY WHICH WE CAN PROVE OUR POSITION, THAT WE HAVE BEEN
UNDER SERVYICED AND THAT WE SHOULD HAVE THE RIGHT TO TAKE THE LINE
OVER AND REBUILD IT FOR PUBLIC SERYICE TO OUR COMMUNITY. IF RAILTEX
IS NOT INTERESTED IN GIVING US THIS SERVICE, THEY SHOULD NOT BE ABLE
TO CAPITALIZE ON THE SALE OF THE IDLED LINE, BEYOND WHAT THEY
ACTUALLY HAVE LEGAL OWNERSHIP TITLE TO.

PLEASE CALL ME IF | CAN EXPLAIN DETAILS FURTHER OR ANSWER ANY
QUESTIONS. | MIGHT AGAIN ADD THAT | PERSONALLY DO NOT FEEL THAT WE
SHOULD NECESSARILY LEAN ON GOVERNMENT FOR FINANCLAL RECOURSES,
BUT FOR THEIR SUPPORT THROUGH COMMITTEE. WE HAVE A TEAM THAT WILL
BUY THE NORTHERN LINE. '
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Paper Cutters, Inc.

840 North Highway 25 By Pass
Greenville, SC 29617
(864) 834-3193 FAX (864) 834-3551

DATE: 11/06/98

TO: BRANDY

COMPANY: CHAMBER OF COMMERCE
FAX NUMBER:

PHONE NUMBER:

FROM: RANDY MATHENA

RE: NOTES FROM 11/5/98

KENT REEVES CAME TO OUR OFFICE FOR A VISIT ON WEDENSDAY 11/5/98. |
HAD SEVERAL QUESTIONS TO ASK OF HIM AS FOLLOWS:

1. WHAT IS RAILTEX PLANNING TO DO OR THE NORTHERN LINE?
THEY HAVE PLACED THE MILE MARKER 2.01 ON THE MAP WITH THE STB,
WHICH IS THE FIRST STEP OF ABANDONMENT. THEY HAVE THREE YEARS
IN WHICH TO COMPLETE THIS PROCESS. THEY HAVE NOT ACTUALLY FILED
AT THIS POINT.

2. WHAT EXACTLY DOES RAILTEX WANT TO DO?
THEY WANT THE SHIPPERS AND COMMUNITY TO HAVE THE OPTION OF
BUYING THE RAIL LINE, OUTSIDE THE LEGALITIES INVOLVED IN THE NEXT
PROCESS. A DIRECT PURCHASE FROM RAILTEX.

3. WHAT FIGURE DO YOU HAVE IN MIND FOR THE LINE?
1 WILL FIND OUT AND LET YOU KNOW.

4. EXACTLY WHAT IS INVOLVED IN THE OFFERING ON THE LINE?
THE ONLY THING LEFT IS THE TRACK, TIES, GRAVEL AND LAND.

5. DO YOU HAVE ACTUAL KNOWLEDGE OF WHAT LAND IS OWNED AND WHAT
IS JUST A RIGHT OF WAY? BEYOND THAT CAN YOU PROVIDE US WITH A
STRIP MAP OR YALUATION MAP?

1 BELIEVE THAT WE HAVE ONE, | WILL CHECK AND LET YOU KNOW.

KENT WAS AS FORTHRIGHT AS HE COULD BE AND SEEMED QUITE CONCERNED

ABOUT OUR WELFARE AND THEIR LACK OF STRAIGHT UP COMMUNICATION
WITH US THROUGH THIS ENTIRE PROCESS.

Custom Converters of Paper & Paperboard
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AT 4:30PM ON 11/5/98 | PHONED BENNY RAY ANDERSON AND POSED SOME
QUESTIONS TO HIM REGARDING THESE ISSUES>

1. CAN AN OWNER OF A RAIL LINE SELL TRACK, TIES, GRAVEL AND LAND, IF
THEY DO NOT POSSES FEE SIMPLE TITLE TO THE LAND?
NO, THE LAND IS NOT GENERALLY GIVEN YALUE IN A RAIL LINE PURCHASE,
BECAUSE IT IS GENERALLY NOT OWNED, SIMPLY USED THROUGH A RIGHT
OF WAY. '

2. BENNY IS FAXING ME AN ARTICLE, STATING THAT THE STB REFUSED AN
ABANDONMENT PETITION FROM A RAIL OPERATOR, BECAUSE OF SO MUCH
OPPOSITION FROM THE SHIPPERS AND COMMUNITY.

1 SEE THIS AS A PIVOTAL MOVE BY THE STB, | FIRMLY BELIEVE THAT THE
STB WILL ACT IN OUR FAVOR, WHEN THEY SEE ALL OF THE FACTS ON THE
TABLE. FOR EXAMPLE: KENT TOLD ME THAT & & N SUPPLIED STUDIES ON
THE NEEDED BRIDGE WORK IN THE PURCHASE AGREEMENT. RAILTEX
SAYS THAT THEY DID NOT RECEIVE THEM. 1 PERSONALLY CANNOT ACCEPT
THIS AS SOUND REASONING FOR EMBARGOING OUR LINE, SIMPLY BECAUSE
THEY DID NOT DO THEIR HOMEWORK.

3. BENNY ASKED ME TO CHECK WITH OUR COUNSEL AND ASK, IF IT WOULD
HELP FOR HIM TO WRITE A LETTER TO THE STB, STATING THAT HE WOULD
BUY THE LINE, OPERATE THE LINE FOR THE CARRIERS OR THE COUNTY? HE
IS IN THE POSITION TO DO WHATEVER IS NEEDED 8BY US. FURTHERMORE, HE
STATES THAT HE BELIEVES IN THE FUTURE OF THIS LINE, IF WE PUT
TOGETHER A VIABLE PLAN FOR RECONSTRUCTION AND DEVELOPMENT OF
THE UNUSED INDUSTRIAL SITES ON THE LINE.

BENNY WAS MOST HELPFUL AND EVEN AT ARMS LENGTH, WAS WILLING TO
HELP IN ANY WAY THAT HE CAN. | BELIEVE THAT HE THINKS THAT WE
SHOULD SPEARHEAD THE DRIVE, IN LIGHT OF THE FACT THAT RAILTEX WOULD
TRY TO EXTRACT A MUCH HIGHER PRICE FROM AN OPERATOR OF SHORT
LINES.

1 STILL BELIEVE THAT RAILTEX MAY SIMPLY HAVE NOTHING TO SELL ON ANY
OF THE SECTIONS. 1SAY THAT BECAUSE NO ONE HAS PRODUCED ANY PROOF
OF OWNERSHIP ON ANY PARCELS.

003326







Paper Cutters, Inc.

840 North Highway 25 By Pass
Greenville, SC 29617
(864) 834-3193 FAX (864) 834-3551

DATE: 01/05/99

TO: DAVID ROSS

COMPANY: NARRAMORE ASSOCIATES
FAX NUMBER: 232-5202

PHONE NUMBER: 232-9503 242-9881
FROM: RANDY MATHENA

RE: RAILROAD ANDCD

DEAR DAVID,

AS I LISTENED TO YOU TALK ABOUT YOUR RESEARCH ON THE POSSIBILITIES
FOR RAIL SERVICE IN GREENVILLE, | THOUGHT ABOUT HOW UNUSUALIT IS
THAT 1 AM INVOLYVED WITH THE CHAMBER OF COMMERCE, COUNTY COUNCIL
AND CITY COUNCIL REGARDING RAIL RENEWAL FROM TRAVELERS REST
THROUGH GREENVILLE AND ENDING IN MAULDIN. THIS LINE PROBABLY
SHOULD HAVE A MAIN STATION IN THE HEART OF GREENVILLE, AS WE HAVE
BEEN TOLD THAT HIGH SPEED RAIL WILL RUN FROM GREENSBORO TO
ATLANTA THROUGH GREENVILLE. THERE IS ALSO TALK OF A LINE
CONNECTING DOWNTOWN GREENVILLE TO THE GSP AIRPORT, RUNNING ALSO
TO DOWNTOWN SPARTANBURSG.

WHEN | MENTIONED YOUR WORK TO BRANDY AT THE CHAMBER, SHE WAS
YERY INTERESTED IN MAYBE TALKING WITH YOU AT SOME POINT TO GET
YOUR THOUGHTS AND IDEAS. IF YOU ARE OPEN TO THIS POSSIBILITY, PLEASE
LET ME KNOW.

1 ALSO WANT TO THANK YOU FOR THE CD. I LISTENED TO IT OVER THE
WEEKEND AND SELECTED CUT #4. THEY ARE A YOUNG BAND, AND I CAN
HEAR TALENT IN THEIR MUSIC. 1 LOOK FORWARD TO TALKING WITH BLAKE
MORE THE NEXT TIME | SEE HIM. PLEASE WISH HIM THE BEST FOR ME AND
GIVE ZACK MY REGARDS.

A

AXEU

l_______,ﬂ\r\ i

Eaper @atters, Jdne.

SINCERELY,

andy pMoHoo

RANDY MATHENA

S

Custom Converters of Paper & Paperboard







Paper Cutters, Inc.

840 North Highway 25 By Pass
Greenville, SC 29617
(864) 834-3193  FAX (864) 834-3551

DATE: 02/23/99

TO: BRANDY, PAT AND DOZIER

COMPANY: CHAMBER OF COMMERCE AND COUNTY COUNRCIL
FAX NUMBER:

PHONE NUMBER:

FROM: RANDY MATHENA

RE: PAPER CUTTER'S POSITION ON THE 11 MILE RAIL LINE

DEAR BRANDY, PAT AND DOZIER,

FOLLOWING IS AN OUTLINE ON OUR POSITION AT PAPER CUTTERS INC,
REGARDING THE RAIL LINE BEING CONSIDERED FOR ABANDONMENT THIS LINE
IS SUPPOSED TO BE SERVING PAPER CUTTERS INC, GROOME PAPER AND AIR
PRODUCTS. 1 WANT YOU TO KNOW THAT THIS IS THE POSITION THAT 1 WOULD
TAKE, IF PAPER CUTTERS SHOULD BE IN THE POSITION OF MAKING AN HONEST
ASSESSMENT OF THE FACTS AND A FAIR OFFER TO BUY THE LINE AS IT
EXISTS TODAY. THIS IS THE SAME POSITION THAT 1 WOULD SUGGEST THE
COUNTY TAKE, SHOULD YOU WANT TO ACQUIRE THE LINE AND NOT PUT UNDUE
PRESSURE ON THE CARRIERS TO BEAR THE BURDEN OF PAYING $750,000.00
FOR NOTHING. I WILL EXPLAIN THIS AS FOLLOWS:

EXHIBITS:

#1 LETTER FROM CAROLINA PIEDMONT ASKING THE CARRIERS TO PAY FOR

THE BRIDGE REPAIRS.

#2 LETTER FROM PAFER CUTTERS ACCEPTING THE REQUEST FOR

ASSISTANCE IN BRIDGE REPAIRS WITH PAYBACK PLAN.

#3 FILLING OF DIAGRAM MAP FOR THE NINE MILES FROM THE NORFOLK

SOUTHERN SWITCH YARD TO AIR PRODUCTS

#4 LETTER FROM RAILTEX OFFERING SALE OF 11 MILE RAIL LINE

#5 NOTES FROM MY CALL TO PAUL GRAHAM OF THE STB ON 2/14/99

#6 OVERVIEW: ABANDONMENTS & ALTERNATIVES TO ABANDONMENTS
SUPPLIED FROM THE OFFICE OF PUBLIC SERVICES

Custom Converters of Paper & Paperboard
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3.

RAILTEX BOUGHT THE LINE WITH THE PROMISE TO SERVE THEIR
CUSTOMERS AND WITH AMPLE TIME TO DUE DILIGENCE BEFORE THEIR
PURCHASE AND PROMISE.

. RAILTEX ASKED THE CUSTOMERS TO PAY FOR $300,000.00 IN BRIDGE

REPAIRS, AND WHEN WE ASKED FOR REPAYMENT, CONTINGENT UPON
THEIR SUCCESS AND PROFITABILITY, THEY DECIDED INSTEAD TO EMBARGO
THE LINE. THE EMBARGO TOOK PLACE IN DECEMBER OF 1997. 1DO NOT
BELIEVE THAT THEY RENEWED THEIR EMBARSO IN DECEMBER OF 1998,
HOWEVER, | BELIEVE THAT THEY TOOK THE FIRST STEP IN THE
ABANDONMENT PROCESS, WHICH IS THE SYSTEM DLAGRAM MAP OR NOTICE
OF INTENT. SEE EXHIBITS #1, #2, #3

RAILTEX (N A MEETING HELD AT PAPER CUTTERS ON JANUARY 21, 1999
OFFERED FOR SALE THE ELEVEN MILE RAIL LINE FOR $750,000.00. FOR
THIS SUM THE BUYER WOULD RECEIVE THE STOCK OF THEIR COMPANY, THE
ASSETS AND THE COMMON CARRIER RAIL LINE AUTHORITY. WE WERE
TOLD ON THREE DIFFERENT OCCASIONS THAT THERE IS NO REAL ESTATE
OWRED ON THIS LINE. SEE EXHIBIT #4

BASED ON INFORMATION THAT | RECEIVED DURING A PHONE
CORVERSATION WITH THE STB ON FEBRUARY 14, 1999, IT IS MY
UNDERSTANDING THAT THE SHIPPERS CAN REQUEST THROUGH THE STB
THAT RAILTEX EITHER GIVE US RAIL SERYICE OR ABANDON THE LINE. IF
THEY CHOOSE TO ABANDOR THE LINE, WE HAVE THE OPTION OF OF A.

SEE EXHIBIT #5

IF RAILTEX DECIDES NOT TO TAKE OUR FINANCLAL ASSISTANCE AND RUN
THE LINE, THEY MUST SELL THE LINE TO US FOR NET LIQUIDATION YALUE.
SEE EXHIBIT #6

NET LIQUIDATION YALUE IS COMPRISED OF THE FOLLOWING:

1. THE YALUE OF THE REAL ESTATE

2. THE YALUE OF THE ASSETS

FROM OUR DISCUSSIONS AND BASED ON THE LETTER THAT I RECEIVED
FROM RAILTEX, IT IS CLEAR TO ME THAT THERE IS RO REAL ESTATE
OWNED AND THERE ARE NO ASSETS THAT WE WOULD NEED OR WANT.

SEE EXHIBIT #6
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CONCLUSION: 1 CONCLUDE FROM THE ABOVE INFORMATION THAT THE RAIL
LINE IN [T'S PRESENT CONDITION HAS NO VALUE. THIS CONCLUSION IS BASED
ON THE FACT THAT RAILTEX WOULD ROT INVEST $300,000.00 TO REPAIR THE
BRIDGES AND OPERATE THE LINE. THE YALUE OF THE RAIL LINE IS LONG
TERM AND IS BASED ON THE POSSIBILITY OF THE THREE USES (COMMERCIAL,
COMMUTER AND GREENWAY) BECOMING A REALITY. THIS WOULD TAKE
YEARS OF CAREFUL PLANNING AND PREPARATION. THE SEED FOR THIS
PROJECT IS THE COMMERCIAL RAIL LINE. THE BURDEN OF PROOF FOR THIS
PROJECT WOULD BE ON THE SHOULDERS OF THE CUSTOMERS PRESENTLY ON
THE LINE. THE AMOUNT OF PRESSURE IS DIRECTLY RELATED TO THE AMOUNT
OF MONEY SPENT ON ACQUIRING AND REPAIRING THE RAIL LINE. IF THERE IS
NO OTHER PLAN TO ACQUIRE THIS LINE, WE WILL APPLY FOR THE LINE,
CONTINGENT UPON OUR RESEARCH, MODEL, BUSINESS PLAN AND FEASIBILITY
STUDY. BECAUSE OF THE ABOVE LISTED FACTS, WE WILL NOT ACCEPT OR
COUNTER OFFER THE LETTER FROM RAILTEX. WE WILL SIMPLY DEAL
DIRECTLY WITH THE STB. THEY PRESIDE OVER SITUATIONS OF THIS NATURE
AND THEIR JUDGEMENT SHOULD BE FAIR AND IMPARTIAL. BASED UPOR THEIR
ASSESSMENT, WE WOULD DECIDE EITHER TO OR NOT TO ACQUIRE THE RAIL
LINE. BECAUSE | FEEL THAT THIS IS A FAIR OFFER, AND BECAUSE 1 FEEL
THAT THE TAXPAYER'S MONEY DESERVES THE SAME TYPE FRUGALITY, 1
SUGGEST THAT THE COUNTY CONSIDER THE SAME APPROACH.

1 PLAR TO APPROACH THE STB AND BEGIN CONYERSATIONS DIRECTLY
RELATED TO OUR PLAN. 1 WILL ALSO BE SIT QUIETLY AND DEFER TO THE
WISHES OF THE COUNTY, IF THAT IS YOUR WISH. 1 WOULD BE HAPPY TO WORK
ON BEHALF OF THE COUNTY, IF | AM NEEDED. 1 DO ROT, HOWEVER, WiSH TO BE
PARTY TO PAYING EVEN $1.00 MORE THAN THE STB'S ASSESSMENT. 1 WOULD
LIKE TO HEAR YOUR THOUGHTS, SHOULD YOU CARE TO SHARE THEM WITH ME.
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PLEASE KNOW THAT IT IS MY STUDIED OPINION, THAT RAILTEX HAS GOTTEN
THEIR INVESTMENT FROM THEIR PURCHASE, BREACHED THEIR PROMISE TO
SERVE THE CUSTOMERS ON OUR LINE AND DETERMINED THAT THE LINE IS ROT
EVEN WORTH THE INVESTMENT OF $300,000.00 TO KEEP IT IN OPERATION. WE
MADE THEM REPEAT THREE DIFFERENT TIMES THE STATEMENT THAT THERE
IS NO LAND ON THE NINE MILE LINE AND NO ASSETS. FROM MY DISCUSSIONS
WITH THE STB ON SEVERAL OCCASIONS, | AM SATISFIED THAT WE DO NOT
NEED AN ATTORREY. THIS IS A SIMPLE MATTER AND TIME IS RURNING OUT. 1
HAVE DEFERRED TO THE CHAMBER AND COUNTY COUKCIL IN ALL OF MY
DISCUSSIONS WITH THE MEDLA AND WITH RAILTEX. IF YOU FEEL THAT IT
WOULD BE BEST FOR PAPER CUTTERS TO MAKE A MOVE ON THE LINE SERVING
US, 1 WILL DO SO. 1 HAVE NO HIDDEN AGENDA, HOWEVER, | KNOW WHAT NEEDS
TO BE SAID. 1FEEL QUITE CONFIDENT THAT THE STB WOULD RULE IN OUR
FAYOR. | AM WILLING TO START THE WORK IMMEDIATELY, WRITE THE
POSITION PAPER, PRESENT IT TO THE STB AND PREVAIL IN SECURING THE
NINE AND MAYBE THE ENTIRE ELEVEN MILE LINE FOR PRESERVATION AS
PRIMARILY A COMMERCIAL SERVER TO INDUSTRY, AS A GREENWAY, AND
ULTIMATELY A LIGHT RAIL LINE, WHEN AND IF THE COUNTY DECIDES THAT
THIS IS A FEASIBLE PROJECT. THIS WILL NOT COST THE COUNTY ANY MONEY,
HOWEVER, | WOULD LIKE SOME ASSISTANCE WITH VARIANCES ON FEES
COLLECTED ON THE TYPE RESEARCH NEEDED TO CLEAR THE ISSUE OF WHO
OWNS THE PROPERTY UNDER THE TWO MILE SECTION.

1 MUST ALSO TELL YOU THAT | PERSONALLY FEEL THAT ANY AND ALL
TRANSACTIONS OF THIS NATURE MUST BE WIN-WIN DEALS. 10NLY WANT
WHAT IS FAIR FOR THE COUNTY OF GREENVILLE. 1 DO NOT FEEL THAT WE
NEED TO SPEND THE TAXPAYERS DOLLARS, NOR SHOULD WE EXPECT TO TAX
THEM IN ANY WAY FOR THIS PROJECT. THE PRIVATE SECTOR SHOULD HANDLE
THIS UNDER THE AUSPICES OF THE CHAMBER AND COUNTY COUNCIL. ALL
FACTIONS CAN WIN IN THIS PROGRAM.

SINCERELY, R

g dy o —

RANDY MA
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A L Carolina Piedmont Division,
CAROLI NA South Carolina Contral Raflroad
Y' [ DMK}N.[ v 268 E. Main St.. Laurene, South Carolina 29360

{803) 984-0040 « Fax: (803) 984-0043

December 29, 1997

Mr. Randy Mathena, Prasident .
Paper Cutters, Inc. E)(A'L"}'#I )-/J&ﬂf'-ﬁ / O/ P
by fax to 864-834-3551

Dear Randy:
SUBJECT: GRN Subdivision bridge situation and action plan

Follawing the condemnation of the two bridges on the GRN line in early
Decembar, | have had the pleasure of talking with you about the Carolina
Piedmont’s (CPDR) pian to restore and maintain service on the line. At the
request of several of our customars, we have developed an action and
partnership plan to insure the continuation of service to our customers.

Since the condemnation, CPOR has been busy. Ws have been abie to provide
almost normal service for your trattic billed prior to the embargo dats. T
insure safety over the bridges, CPOR is using idler cars betwesn each loaded
car to minimize weight on the bridges, switching the idlers in and out ot each
train - a time consuming and costly process - but necessary to fulfill our
service commitment ta you.

In addition, our corporate engineering staff has aggressively puraued deaign

of e replacement bridges, including all the environmental permits, flood and

storm water runoft, and all the myriad factors that go into this typo of

construction. We have made great progress; the railroad has absorbed all the
. cost of this enginesring ettort in order to progress the work quickly.

AS TO THE FUTURE OF THE LINE: CPDR has made a significant investmentin
tha GRN line, not only in the purchasa cost, but in newly refurbished engines
and significant expanditures for trackwork. If you have been along the line,

you can see the results] Service quality has improved vastly; many of you were
rightfully skeptical about our promises when we took over - recantly several
customers have told me that we have oxceeded all expectations. We have every
intention of continuing vur commitment to, and investment in, the GRN line.

The bridge rebuilding costs, coupled with the other track upgrade costs, are,
quite frankly, beyond the ability of CPDR to pay for on our own. We need your
help, and truly believe that working together ali of us can turn the GRN line into
a win for all of us. Following is our initial proposal to get something “on the
tabie” for additional discuasion and negotiation:
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A...CPOR cams to the GRN with a long term commitment. We want the line

not only lo continue in service, but to prosper! Our commitment has been
shown in our ongeing Investment In the property, with substantial capital
expendituras proposed for 1998 and hayond. We will siay with you, and Improve
and grow with you. We're willing to enter an agreement to that effect - if we

can get your help with the bridge rebuilding costs.

B...After considering a number of scenarios tn amortize tha cost of the bridge
work, we’re convincad that the fairest way to ask for your help is on a per car
and tonnage per car basis. Bascd on the estimatad repair cost of $300,000.00,
the surcharge plan detailed below will amortize the costs in two years, inciuding
a very reasonabie cost of money through our corporate line of credit.

Based on 1997 husiness levels, we propose the following surcharge:

1998 estimated carloads 137 inbound & outbound

average tons par car 55
surcharge per ton $2 surcharge percar $110
annual surcharye cost $16,070 two year cost $ 30, 140

C...We will provide you with full details and ccsts when finalized, and an
accounting of the surcharge fund use. Nc additional surcharge beyond the
bridge repairs is anticipated by CPOR in the future.

D...In tha avent bridge costs exceed $ 300,000.00 CPDR will pay 100% of the
amount above § 300m. If the project comes in below the estimated cost, the
surcharge will be suspendad at the point repair costs ars recovered.

Aguin, the above should be viewed as only a starting point for further

discussion. | weicome your opinions and piedge CPDR to working with you

in every way possibie to gat the GRN line going again, as soon as possibie.

You can reach me at 803-332-7584. I'd like to plan a meeting for more of your
! input the week of January 19, details will follow.

Thanking you for your consideration, we wish you a safe and prosperous 1998,

Yaurs vnm :
(-»m'\‘ P)AJ j;
Forrest R. VanSchwartz

General Manager - Caroiina Pledmont & South Caroiina Cantral Railroads
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Haper Cutters, Inc.

840 NORTH HIGHWAY 25 BY PASS
GREENVILLE, SC 29617
(864) 834-3193 FAX (864) 334-35351

DATE: 06/05/98 £ X/}, L F 2

TO: FOREST VAN SWARTZ

COMPANY: CAROLINA PIEDMONT RAILROAD

FAX NUMBER: 803-332-1222

PHONE NUMBER: 803-332-7584

FROM: RANDY MATHENA

RE: OUR POSITION ON REBUILD OF THE RAILROAD

DEAR FOREST,

WE HAYE NOW HAD DISCUSSIONS WITH GROOME PAPER, AIR PRODUCTS,
WESTYACO AND NORFOLK SOUTHERN. 1 CANNOT SPEAK FOR THE GENERAL
CONSENSUS, BUT ON THE PART OF PAPER CUTTERS, 1 COMMIT THE FOLLOWING:

1. WE WILL PARTICIPATE 8Y $100,000.00 IN THE RESUILD OF THE RAIL LINE,
CONTINGENT ON THE COMMITMENT OF BOTH NORFOLK SOUTHERN AND AIR
PRODUCTS. WE WOULD 4LSO REQUIRE ALL INCOMING RAIL SHIPMENTS BE
MADE BY NORFOLK SOUTHERN WHERE POSSIBLE DURING THE COURSE OF
THIS COMMITMENT. THIS MONEY SHOULD BE COLLECTED ON & PER CAR
BASIS OVER A TWO YEAR PERIOD.

2. OUR COMMITMENT IS BASED ON REPAYMENT OF THE $100,000.00 WITH
INTEREST AT PRIME RATE. THE REPAYMENT SHOULD BE MADE OVER THE
THE TWO YEAR PERIOD FOLLOWING THE TWO YEAR REBUILD PERIOD.

3. ANY CUSTOMER USING THE SERVICE DURING THE RESUILD PERIOD SHOULD
PAY AN EQUAL UP CHARGE AND THIS AMOUNT SHOULD BE DEDUCTED
FROM THE $300,000.00. :

4. IN LIGHT OF THE FACT THAT $300,000.00 IS SUCH A LARGE PERCENTAGE
OF THE FINANCE OF THE ENTIRE PROJECT, WE SHOULD BE PRIVY TO YOUR
FINANCIALS UNTIL WE ARE REPAID IN FULL. THIS IS A MATTER OF DUE
DILIGENCE ON OUR PART.

IT IS MY OWN PERSONAL OPINION THAT WE SHOULD NOT HAVE BEEN PUT INTO

THIS POSITION TO BEGIN WITH AND THIS ENTIRE PROCESS OF SEARCHING FOR

A RESOLUTION HAS TAKEN WAY TOO LONG. IF OUR PROPOSAL IS NOT
ACCEPTASBLE, WE WILL SIMPLY USE TRUCKS AND RESEARCH OTHER Ce—
ALTERNATIVES FOR RAIL SERVICE. L

SINCERELY, JUN =5 1998

Cilinckey,  CUSTOM CONVERTERS OF PAPER & PAPERBOARD TS
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QOctober 8, 1998

Ms. Elizabeth S. Mabry _ _ ) #
Executive Director Lz ,Z/ ’ é.-,l j
South Carolina Department of Transportation

P.0. Box 151 f-"?‘f / o/ o

Columbia, SC 29202

Re: STB Nu., AB-312
Scuth Carolina Central Railroad, Inc.
Carolina Piedment Division
Amended System Niagram Map

Dear Ms. Mabry:

Carolina Piedinont Division (*CPRD"™) is today filing with the 1.8, Surface
Transportation Board an amended system diagram map of its rail lines prepared in
accordance with the provisions of 49 C.F.R. 1132, Subpan B. Pursuan( w 49 C.F.R,
1152.12(b), & capy of CPRD's system diagram ruap must be served on the Governor,
public service commission and designated state agency under 49 U.S.C, 22102(2) of each
State within which CPDR owns or operates & line of railroad. A copy of CPRD’s system
diagram map accordingly is provided to you herewith.

'If you have any questions regarding this matter, or would like to obtain additiczaal
copies of CPRD's system diagram map, please contact the undersigned.

Sincerely,

Sandy Franger
Director - Acquisitions
RailTex, Ine.

Attachments

4040 Broadway Suite 360 Sun Anwoaio TX 78200 Tal. 210 841 7600 Fax 210 841 7629
004664
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BEFORE THE
SURFACE TRANSPORTATION BOARD

| AB-312
South Carolina Central Railroad Company, Inc.
Carolina Piedmont Division
Line Description

In accordance with the requirements of 49 C.F.R. 1152, Subpart B, Carolina
Piedmont Division (“CPDR™) hereby pravides the following amended narrative
description of its rail system, with each of its rail lines designated by the categories
esiablished in 49 C.F.R. 1152.] 0(b):

Category 1  Portions of line anticipaed to be subject of un abandonment flling within

the next theee years.

{a) Designation: GRN Subkdivision

(b) State: South Carolina

(¢) Counties: Greenville

(d) Mile Post Designations: MP 2.1 in Greenvilleto MP |1 8 in

‘Iravelers Rest

(e) Station: Berea, Fentress, Montague, North
Greenville, Travelers Rest
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RA311TEX

In Reply Refer To:

WF 11414
January 29, 1999

Mr. Randy Mathena Mr. Alen Groome
Paper Cutter’s Inc. Groome & Assoc., Inc.
840 North Highway 25 By-Pass P. 0. Box 729
Greenville, SC 29609 Travelers Rest, SC 29609
Mr. John Byl Mr. James Knight
Air Products, Inc. Industrial Metal Processing
Chemical Division P.0.Box 578
1004 Greer Hwy Lyman, SC 29365

Travelers Rest, SC 29690

Mr. Ron Kilbough

Scotts Company

P. 0. Box 967

Travelers Rest, SC 29690

Re: Svuth Carolina Central Railroad Corridor - Greenville to Travelers Rest. SC

The purpose of this letter is to inform all rail shippers located along the currently-embargoed SCCR
rail corridor (located roughly between Cedar Lane and Travelers Rest) of the results of a meeting
held January 21, 1999 at the offices of Paper Cutter’s Inc. in Greenville.

At this meeting, Mr. Kent Reaves of the South Carolina Central Railroad and I indicated our
willingness to recommend the sale of all of the railroad corridor assets between downtown
Greenville and Travelers Rest for a net cash consideration of $750,000. In addition, the purchaser
of this property would assume common carrier responsibility for rail operations, meaning that, in
effect, it would become the operator of the rail business along this corridor.

Attached is a copy of the deed by which South Carolina Central Railroad, Inc. obtained these assets
from the Greenville & Northern Railroad a few years ago. It is these assets that would be made
available for the above purchase price, less and excepting any property rights already conveyed by
SCCR since the time of its acquisition.

The SCCR has delayed its abandonment of the embargoed section of the former G&N in the hope
that a sale transaction could be negotiated which would maintain rail operations along this corridor.
We are hopeful that the above proposal will meet with the approval of either the shippers, the
County, State, City, or a consortium made up of any combination of these parties.
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January 29, 1999
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We look forward to your response to this proposal, as well as to any other questions you may have
regarding how such a transaction might be structured.

Sincerely,

[ 7
Todd N. Cecil
Director - Real Estate

TNC/dn
Enclosure

cc: Senator Mike Fair
Mr. Greg Petersen
Mr. Dozier Brooks
Ms. Pat Haskell-Robinson - GCOC
Ms. R. Brandy Birckbichler - GCOC
Mr. Jim Davis
Mr. Karl Morell
Mr. William Mcllwain - SCDOT
Mr. Kent Reaves - SCCR

004667




Paper Cutters, Inc.

840 North Highway 25 By Pass ‘
Greenville, SC 29617 bt E
(864)834-3193  FAX (864) 834-3551

}pd_,ﬁ,ﬁ /0/ o
DATE: 02/14/99

TO: BRANDY, PAT AND DOZIER

COMPANY: CHAMBER AND COUNTY COUNCIL

FAX NUMBER:

PHONE NUMBER:

FROM: RANDY MATHENA

RE: MY DISCUSSION WITH PAUL GRAHAM OF THE STB AT 202-565-1580

I MADE A CALL TO MEL CLEMMONS, WHO WAS OUT OF THE OFFICE FOR THE
NEXT TWO WEEKS. | PRESSED FURTHER AND TALKED WITH PAUL GRAHAM
FROM THE SAME OFFICE. PAUL WAS MOST HELPFUL AND GAVE ME A GREAT
DEAL OF INFORMATIOR AND ASSISTANCE, AS WELL AS CLARIFICATION ON
SOME OF MY LONG HELD BELIEFS, AS FOLLOWS:

1. RAILTEX MAY NOT HAVE APPLIED FOR AN EXTENSION ON THEIR
EMBARGO, WHICH EXPIRED IN EARLY DECEMBER 1998.

2. WE SHOULD PROBABLY WAIT-UNTIL ABANDONMENT TAKES PLACE TO
SUBMIT A PAPER OUTLINING OUR POSITION, AS THE STB BECOMES THE
MEDIATOR AT THAT POINT.

3. UNDER THE OFFER OF FINANCIAL ASSISTANCE, WE ARE REQUESTING THAT
THE STB ALLOW US TO PURCHASE THE LINE FOR NET LIQUIDATION VALUE,
WHICH IS COMPRISED OF THE FOLLOWING:

COMPANY STOCK: WE DO NOT WANT NOR NEED.

LAND: WE HAVE BEEN TOLD THEIR IS NONE.

ASSETS: THERE ARE NONE. '

OPERATING AUTHORITY: WE CAN APPLY FOR AND BUY FOR $2,000.00
COMMON CARRIER AUTHORITY: WE CAN APPLY FOR AS ABOVE.
TRACK AND TIES: HAS ONLY LOW VALUE. LESS THAN $1,000.00.

WE SIMPLY WRITE TO THE STB, ASKING THEM TO FORCE RAILTEX TO GIVE
US SERVICE OR ABANDON THE LINE, AFTER WHICH WE EXERCISE OUR
RIGHT OF OF A, AS A CUSTOMER ON THE LINE.

4. 1HAVE BEEN GIVEN THE NAME OF NANCY BIETER AT 202-565-1591.
NARCY IS AN ATTORREY FOR THE STB. SHE WILL SEND US A HAND OUT
BOOKLET ON THE OF A PROCESS. WE CAN ALSO LOOK UP THIS AND OTHER
INFORMATION ON THE SUBJECT AT WWW.ACCESS.GPO.GOV/NARA. WE
THEN FOLLOW LINKS TO CODE OF FEDERAL REGULATIONS CFR, TITLE 49,

SECTION 1152.27, FINANCLAL ASSISTANCE PROCEDURES. (7 A X E {D l{ \‘,é
Custom Converters of Paper & Paperboard . FEB 15 1000 “-U)‘
i
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Paper Cutters, Inc. ﬁww‘)

840 NORTH HIGHWAY 25 BY PASS
GREENVILLE, SC 29617 )
(864) 834-3193 FAX (864) 834-3551 )2

DATE: 03/15/99

TO: LINDA MORGAN, MEL CLEMENS, PAUL GRAHAM, NANCY BIETER
COMPANY:

FAX NUMBER: 202-565-9015

PHONE NUMBER: 202-565-1504

FROM: RANDY MATHENA

RE: RAILLINE MP 2.1GREENVILLE, S.C. TO MP 11.8 TRAVELERS REST, S.C.

DEAR STB MEMBERS,

PAPER CUTTERS INC WOULD LIKE TO 60 ON RECORD STATING THAT WHEN AND
IF RAILTEX ABANDONS THE ABOVE MENTIONED RAIL LINE, WE WOULD LIKE TO
MAKE AN OFFER OF FINANCIAL ASSISTANCE. WE ARE AWARE THAT
GREENVILLE COUNTY 1S STUDYING A MOVE OF THEIR OWN, AND WE WILL FULLY
SUPPORT THEIR EFFORT. IT IS OUR HOPE THAT SHOULD THE COUNTY DECIDE
OTHERWISE, THEY WOULD GIVE US THEIR SUPPORT. WE HAVE A COMMITMENT
FROM WACHOV1A BANK, IN THE EVENT THAT WE DEVELOP A SOUND AND LONG
TERM PLAN. THIS PLAN WOULD BE DILIGENTLY STUDIED AND BASED ON
FRUGAL AND FEASIBLE FACTS AND PROJECTIONS.

IF IT BECOMES OBVIOUS THAT WE NEED TO DEMAND SERVICE OR
ABANDONMENT, WE WILL ACT ACCORDINGLY. WE DO INDEED FEEL THAT WE
CAN PUT TOGETHER A MODEL ARD PLAN FOR REBUILDING AND PRESERVING
THE LINE WITH THE GOAL OF SERVING COMMERCLAL, COMMUTER AND
RECREATIONAL INTERESTS. 7

WE APPRECIATE YOUR CONTINUED CONSULTATION AND ASSISTANCE IN THIS
EFFORT. PLEASE DO NOT HESITATE TO CALL US SHOULD YOU HAVE ANY
QUESTIONS OR ADVISE. WE WILL FOLLOW YOUR INTERNETWZB SITE FOR ANY
PUBLISHINGS REGARDING THIS ISSUE.

SINCERELY, _ 4(‘&* i ﬁ
QZJ&A~047 /i/Qaéééz-4h__. vaf/
RANDY MATHENA -

CC: WADE CLEVELAND OF GREENVILLE COUNTY COUNCIL
BRANDY BIRCKBICHLER OF GREENVILLE CHAMBER OF COMMERCE

S, -

CUSTOM CONVERTERS OF PAPER & PAPERBOARD -
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Paper Cutters, Inc.

840 NORTH HIGHWAY 25 BY PASS
GREENVILLE, SC 29617
(864) 834-3193 FAX (864) 834-3551

DATE: 04/28/99

TO: PAT HASKELL ROBINSON, BRANDY BIRKBICHLER AND GERALD SEALS
COMPANY: CHAMBER OF COMMERCE, GREENYILLE COUNTY ADMINISTRATOR
FAX NUMBER:

PHONE NUMBER:

FROM: RANDY MATHENA

RE: MEETING ON 5/28/99

1. WHO WILL BE RUNNING THE RAILROAD? ‘

2. 1 SUBMIT THE FOLLOWING PEOPLE, WHO HAVE EXPRESSED A SINCERE
INTEREST IN HELPING REBUILD THE RAIL LINE. THESE PEOPLE HAVE
EITHER HARD EXPERIENCE IN THE CONSTRUCTION OF A RAIL LINE,
PLANNING OF A RAIL LINE SYSTEM OR SIMPLY A LOVE FOR RAIL.

DAYID ROSS DEVELOPED A MODEL FOR THE POSSIBILITY OF A LIGHT
RAIL SYSTEM IN GREENVILLE, WHILE IN GRADUATE SCHOOL AT CLEMSON
UNIVERSITY GRADUATE SCHOOL OF ENGINEERING. HE IS A GREENVILLE
NATIVE AND HAS AGREED TO SHARE HIS WORK WITH US.

JOE BECKHAM - AN ARDENT SUPPORTER OF THIS RAIL LINE. HE
WORKED FOR THE GREENVILLE & NORTHERN RAIL LINE FOR SEVERAL
YEARS AND HAS FIRST HAND EXPERIENCE AND KNOWLEDGE OF THIS TYPE
WORK. HE IS DOGMATIC ABOUT THE NEED TO DO THE JOB CORRECTLY.

MIKE ANDERSON - A NATIVE OF GREENVILLE ARD A GRADUATE OF
LANDER COLLEGE, MIKE HAS BEEN A CLOSE CONFIDENT AND A GREAT
SOURCE OF SUPPORT IN OUR STUDY AND ANALYSIS OF THE LINE. MIKE HAS
AV&STKNOWED&EOFTHEH]STORYOFWANDHEHASAN
OVERWHELMING DESIRE TO BE A PART OF THE TEAM THAT RESURRECTS
THE LINE.

THE MANAGEMENT TEAM AT PAPER CUTTERS INC. WE HAVE A VESTED
INTEREST IN THE REBUILD OF THE LINE. BEYOND THIS, WE ARE AFRAID OF
ROTHING.

IN THE END, THERE MAY NOT BE A PROFESSIONAL GROUP THAT HAS AN
INTEREST IN THIS LINE. IT IS MY PERSONAL OPINION THAT IT MAY TAKE A
NEIGHBORHOOD TO RAISE A RAIL LINE. 1 BELIEVE THAT IT CAN BE
HARDLED BY A GROUP OF LAY PEOPLE, I WE HAVE FIRE IN OUR GUTS.

=~

PROBLEM. L
" APR 2 8 1999 |

CUSTOM CONVERTERS OF PAPER & PAPERBOA ,
003063 Liﬁayzr Cutters, ('3:::_

PLEASE REMEMBER THAT THE BRIDGES ALONE WILL NOT SO X E D







BEFORE THE
SURFACE TRANSPORTATION BOARD

STB Docket No. 42087

GROOME & ASSOCIATES, INC., AND LEE K. GROOME
V.
GREENVILLE COUNTY ECONOMIC DEVELOPMENT CORPORATION

VERIFIED STATEMENT OF BENNIE RAY ANDERSON, SR.

1. My name is Bennie Ray Anderson, Sr. 1 am the President of The Great Walton Railroad
Company, Inc. (“GWR?”) and the Hartwell Railroad Company (“Hartwell”), both of which are
located in Georgia. My business address is 1081 North Cherokee Road, Social Circle, Georgia
30025. Ihave personal knowledge of the facts that are set forth hereinafter and am duly
authorized to present this Verified Statement on behalf of Groome & Associates (“G&A”).

2. Thave been involved in the railroad industry since 1987 and am knowledgeable about
track and bridge maintenance and railroad operations. In 1987, I established the GWR when [
purchased a former CSX ten-mile segment from Social Circle to Monroe, Georgia. In 1989, I
entered into a lease agreement with Norfolk Southern to operate a 27-mile track between
Covington and Shady Dale, Georgia. In 1990, I purchased Hartwell. In 1995, I completed the
purchase of a 48.5-mile segment of Norfolk Southern track from Toccoa to Elberton, Georgia.
These railroads currently handle in excess of 8,000 cars a year.

3. My railroads have always put the customer first as we work with their needs and
requirements. [ have tried to instill the mindset that everyone, from the president on down, will
pitch in to get the job done, whether it involves train operations or in other areas. The focus is to

provide service and responsiveness that customers have not been used to with Class I railroads.



4. In 1996, Lee Groome asked me to consider placing a bid to purchase a line of railroad
from the Pinsly Group that ran between MP 0.0 at Greenville and MP 11.8 at Travelers Rest,
South Carolina (“the Line™). Based on the financial data provided by Pinsly and my inspection
of the Line, I concluded that the Line could be profitably operated. I submitted a bid to Pinsly.
Unfortunately, my bid was rejected in favor of a competitive bid. At the time, the Line was
being operated even though it was in need of some repairs. There was nothing to indicate that
Pinsly regarded operations over the Line to be unsafe.

5. T am aware that the successful bidder, the Carolina Piedmont Division, South Carolina
Central Railroad Co. (“SCCR”), operated the Line and provided service to G&A until February
1998. Iam also aware that it placed an embargo on the Line with the AAR that became effective
December 4, 1997 at 11:59 p.m. SCCR cited “Damage to bridges” as the basis for the embargo.
On December 12, 1997, SCCR filed a Petition for Exemption seeking authority to abandon a 2-
mile portion of the Line that it had acquired from the Pinsly Group. See STB Docket No. AB-
312 (Sub-No. 2X), South Carolina Central Railroad Company, Inc. d/b/a Carolina Piedmont
Division--Abandonment Exemption--In Greenville County, South Carolina. 1 am not aware that
it ever filed to abandon the segment of track north of MP 2.0.

6. Iquestion the validity of the embargo for multiple reasons. First, when Pinsly sold the
Line, it was classified as excepted track. However, there was no claim that the Line was unsafe.
In fact, the drawings prepared for GCEDC by TranSystems Corporation in November 1999 show
that the rail condition was “good” for all but .2 of a mile at a location well beyond the G&A

facility. See Attachment 1, hereto (GCEDC 0104-0119 and 0351- 0354).



7. Second, although it embargoed the line because of “damage to bridges,” that did not
cause SCCR to cease rail operations over the bridges. Instead, it continued to operate over them
for two full months.

8. Because it had published a notification with AAR that the bridges were unsafe due to the
unspecified “damage,” continued operations created a substantial risk of liability in the event an
accident occurred while in the course of operating over the allegedly defective bridge that caused
an employee to suffer personal injury or death. In addition, it is likely that its insurance carrier
would have declined coverage if the bridges had collapsed causing a locomotive and its crew to
fall into the water. Not only was the operator subjecting itself to catastrophic losses in terms of
personal injury liability by continuing operations for months after the embargo was placed, the
potential environmental damages could be severe.

9. That the operator was able to operate safely for over two months after placing the
embargo speaks for itself. Asthe SCCR’s General Manager explained to one of the shippers in a
letter dated December 29, 1997, all that was necessary in order to operate safely was to take
certain precautions, such as placing idler cars between each loaded car to minimize weight on the
bridges.

10. I also question the 1997 conclusion that it would have been necessary to replace the two
bridges that were cited to “justify” the embargo at a cost of $235,445. After we inspected those
bridges two and a half years later, we estimated that it would cost less than $200,000 to repair
five bridges on the Line, which included the bridge that was identified as bridge 1.1 by SCCR.
See Letter to Gerald Seals, President, Greenville County Economic Development Corporation,
from Charles D. (Dave) Bishop, dated August 9, 2000. I estimate that bridge 1.1 could have

been repaired in 2000 for less than $70,000.



11. It would not have been necessary to rehabilitate the entire line in order to provide rail
service to G&A, which was located at MP 4.26. (I note that when SCCR acquired the Line that
it renumbered the mileposts so that MP 0.0 was located at the point of interchange with CSX and
G&A was located at MP 2.26). Thus, it would have been necessary to repair only the portion of
the Line between MP 0.0 and MP 2.26, the point at which G& A was located, a total of only 2.26
miles. As a result, the estimate that we prepared for GCEDC in August 2000 vastly overstates
the cost of repairs that were needed to restore service only to the G&A facility. Also, because
GCEDC wanted to run passenger trains, our estimate reflects the cost of rehabilitating the Line to
Class I standards and greatly exceeds the estimated cost of the minimal repairs needed to provide
service over excepted track, which is how the track was rated by its previous operators.

12. I have reviewed the track profile prepared by TranSystems Corporation in November
1999. As reflected by that document, the track between the point of interchange with Norfolk
Southern and the G&A facility was in “good” condition. While the alignment was said to be
poor, that would have been addressed by replacing crossties and adding ballast. According to the
track profile prepared by TranSystems in 1999, with the exception of .1 of a mile between MP
3.35 and 3.45 where it would have been necessary to replace 1 out of 2 crossties, it would have
been necessary to replace 1 out of 3 crossties over the remaining portion of the track. See
GCEDC 0351 through GCEDC 0354 and GCEDC 0107. The cost of capital improvements to
rehabilitate the Line, when depreciated over the life of the crossties, would have been justified by
the revenues to be earned.

13. Had GCEDC hired GWR to be its operator in August 2000, GWR could have
immediately restored service at that time without having to substantially rework the rail between

the points of interchange with CSX and Norfolk Southern and the G&A facility. Admittedly, the



service would have been over excepted track, which is the same service that had previously been
provided by G&N and SCCR. However, because the trip would have only been less than 2.5
miles, it would have taken less than an hour to deliver loaded cars to G&A. The overwhelming
majority of repairs to the remainder of the Line could have been deferred until such time as
revenues would have increased to the point of warranting them. Because the locomotive shed
had been located to the south of the point of interchange, it would have been necessary to
relocate the shed. That was not a problem because G& A had space available at its facility,
which Lee Groome offered to make available for use as a locomotive shed.

14. 1 am also aware that GCEDC has claimed that it would take over $7 million to make the
Line operational. Based on my personal inspection of the Line and our own estimate, the
February 23, 2003 estimate prepared for GCEDC in the course of litigation is baseless. In any
event, it was unnecessary to repair the entire line in order to provide rail service to G&A.

15. After we presented our proposal, GCEDC made no commitment, financially or otherwise,
to have GWR restore service. At the time, the only thing that GCEDC appeared to want to know
was how much GWR would pay for the right to operate the Line. No consideration was given to
G&A’s need for rail service.

16. 1 am aware that the shippers on the Line were considering purchasing the Line before
GCEDC decided to purchase it. I reviewed the shippers estimates and concluded, based on my
own past experience, that operations over the Line could be profitable if an effort were made to
provide reliable rail service. In 1999, because I believed that the Line could be financially
viable, I remained ready, willing and able to work with the shippers on the Line to restore the rail
service that they needed.

FURTHER SAYETH THE AFFIANT NOT.



VERIFICATION
], Bennic Ray Anderson, Sr., hereby declare under penalty of petjury that the foregoing is

true and correct. Executed on December __, 2004.
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A RESOLUTION

AUTHORIZING GREENVILLE COUNTY TO INCUR
CERTAIN EXPENDITURES RELATED TO THE
FURTHERANCE OF THE GOVERNMENTAL POWERS OF
GREENVILLE COUNTY, SOUTH CAROLINA, THE
ECONOMIC DEVELOPMENT OF GREENVILLE COUNTY,
AND TO PROVIDE A MEANS FOR THE ACQUISITION OF
CERTAIN REAL ESTATE AND RATIFYING THE
APPOINTMENT OF THE MEMBERS OF THE BOARD OF
DIRECTORS OF THE GREENVILLE COUNTY
ECONOMIC DEVELOPMENT CORPORATION AND
AUTHORIZING THE CORPORATION TO PERFORM
CERTAIN FUNCTIONS AND TO INCUR CERTAIN
EXPENDITURES RELATED TO THE PURPOSES OF THE
CORPORATION AS' DETERMINED BY THIS
RESOLUTION OTHER MATTERS RELATED THERETO.

WHEREAS, the Greenville County Economic Development Corporation (the
“Corporation™), a public benefit non-profit corporation, has been created and organized under the
laws of the State of South Carolina to operate exclusively for the benefit of, to perform the
functions of, and to carry out the purposes of owning, leasing, constructing, acquiring and operating
buildings, equipment, public utilities, and transportation services and facilities functionally related
to the promotion of the economic development of Greenville County and in furtherance of the
governmental powers of Greenville County, South Carolina (the “County”); and

WHEREAS, the County desires to appoint a Board of Directors (the “Board™) and provide
the method of election of officers responsible for the management of the business and affairs of the

Corporation (the “Officers”); and

WHEREAS, it is anticipated that the Corporation will purchase real property by and
through a Purchase and Sale Agreement, dated as of June — 1999 (the “Purchase Agreement”), in
substantially the form attached hereto as Exhibit A, by and between the Corporation, as purchaser,
and South Carolina Central Railroad Company, Inc. (“SCCR™), as seller; and

WHEREAS, it is anticipated that the Corporation will, commencerate with the purchase of
the real property enter into an Operating Agreement, dated as of June — 1999 (the “Operating
Agreement”), in substantially the form attached hereto as Exhibit B, by and between the
Corporation, as owner of the underlying realty, and South Carolina Central Railroad Company, Inc.

(SCCR), as operator; and



WHEREAS, the County Council anticipates that the Corporation will incur certain
expenditures with respect to the economic development of Greenville County and the acquisition of

the real estate.

NOW, THEREFORE, BE IT RESOLVED by the County Council of the County as
follows: '

Section 1. The County Council of the County hereby elects the following persons to the
Board of the Corporation:

Patricia Haskell-Robinson Three year Term
Peter M. Strub Two year term
Dozier Brooks (Ex-Officio)

Paul Wickensimer (Ex Officio)
Stephen Selby (Ex-Officio)

The Directors shall serve staggered terms as follows: two members of the
Board of Directors of the Corporation shall be elected at large. Each at
large director shall be appointed to a three year term, which terms shall
initially be staggered as provided above. Mr. Brooks shall serve as an Ex-
Officio member of the Board of Directors of the Corporation as the
Chairman of County Council of the County; Mr. Wickensimer shall serve
Ex-Officio as Chairman of the Intergovernmental Relations Committee of
Greenville County and Mr. Selby shall serve as Ex-Officio member of the
Board of Directors of the Corporation as a member at large of the County
Council of the County. All Ex Officio members shall serve with the right

to vote.

Section2. The acquisitionof the railroad right of way is necessary to promote and enhance
the economic development of the County, provide for the future growth of the County with
appropriately planned growth corridors and to provide for a higher quality of life for the citizens of
the County. The County Council finds and determines that the acquisition of appropriate
infrastructure lands, rights of way and corridors is essential to the orderly economic development of

the County.

Section 3. From and after the execution and delivery of the documents hereinabove
authorized, each Officer of the Corporation is hereby authorized, empowered and directed to do all
such acts and things and to execute all such documents as may be necessary to carry out and
comply with the provisions of said documents as are anticipated to be executed hereunder, and are



further authorized to take any and all further actions to execute and deliver any and all other
documents as may be necessary in the execution and delivery of the Purchase Agreement and the
Operating Agreement. The purchase of an insurance policy or policies, the payment of any transfer
taxes and any other incidental eéxpenses associated with the execution and delivery of the

documents are hereby authorized and approved.

Section 4. The source of funds for expenditures with respect to the consummation of the
transactions proposed by the Purchase Agreement and the Operating Agreement will be capxtal
improvement or reserve funds of the County.

Done in meeting duly assembled this 1* day of June, 1999.

GREENVILLE COUNTY, SOUTH CAROLINA

(SEAL)

ATTEST:

Acting Clerk to County Council
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public Record
GREENVILLE COUNTY ECONOMIC DEVELOPMENT CORPORA
—~ACQUISITION EXEMPTION—
SOUTH CAROLINA CENTRAL RAILROAD COMPANY, INC., CAROLINA PIEDMONT
DIVISION
VERIFIED NOTICE OF EXEMPTION

Pursuant to 49 C.F.R. § 1150.31, Et Seg.

FILED
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SAIONEOF®
TRANSP ROBERT J. SVETS

Counsel for Greenville County Economic
Development Corporation
A.J. Tothacer, Jr.
Attorney for Greenville County
Greenville County Square
301 University Ridge, Suite 100
Greenville, SC 29601
(864) 467-7110

Dated: May 21, 1999
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GREENVILLE COUNTY ECONOMIC DEVELOPMENT CORPORATION
—~ACQUISITION EXEMPTION--
SCUTH CAROLINA CENTRAL RAILROAD COMPANY, INC., CAROLINA PIEDMONT
DIVISION

VERIFIED NOTICE OF EXEMPTION
Pursuant to 49 C.F.R. § 1150.31, Et Seq.

The Greenville County Economic Development Corporation ("Greenville County”), a

non-carrier, files this Notice of Exemption pursuant to 49 C.F.R. Part 1150, Subpart D—

Exempt Transactions, to permit Greenville County to acquire two sections of rail line totaling
15.09 miles that are currently owned and operated by South Carolina Central Railroad
Company Inc., Carolina Piedmont Division (“CPDR™), in South Carolina.
In support of this Notice of Exemption, Greenville County submits the following
information as required by 49 C.F.R. § 1150.33:
(@  Full name and address of applicant:
Greenville County Economic Development Corporation
Greenville County Square

301 University Ridge, Suite 100
Greenville, SC 29601




®)

(©

the rail line.
@

Applicant's Representative:

ROBERT J. SVETS

Counsel for Greenville County Economic Development Corporation
A.J. Tothacer, Jr.

Attorney for Greenville County

Greenville County Square

301 University Ridge, Suite 100

Greenville, SC 29601

(864) 467-7110

Statement of Agreement:
Greenville County will shortly enter into an agreement with CPDR to acquire

The operator of the property:
As part of the Purchase and Sale Agreement between Greenville County and

CPDR, CPDR will retain an easement for continued rail freight service over the 3.29-mile rail

line located between milepost AJK 585.34, in East Greenville, and milepost AJK 588.63, in

Greenville, South Carolina (“Southern Line™). Consequently, CPDR will continue to be the

operator of the Southern Line. Greenville County is currently seeking an operator for the

11.8-mile sec 'ion of rail line located between milepost 0.0, in Greenville, and milepost 11.8,

in Traveler’s Rest, South Carolina (“Northern Line”). As soon as Greenville County reaches

an agreement with the operator of the Northern Line, the operator will file a notice of

exemption to operate the Northern Line.
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Summary of proposed transaction:
Greenville County seeks to acquire two sections of rail line located in

Greenville County, South Carolina, totaling 15.09 miles, from CPDR.

®
@

0]

@

@

@

The name and address of the railroad transferring the subject property is:
South Carolina Central Railroad Company Inc.,

Carolina Piedmont Division

268 E. Main Street

Laurens, South Carolina 29360

Greenville County’s acquisition of the rail line is expected to be
consumrmated on or shortly after May 28, 1999,

The two sections of rail line being acquired by Greenville County are
located in Greenville County, South Carolina as follows:

(1) between milepost AJK 585.34, in East Greenville, and milepost ATJK
588.63, in Greenville; and

(2) between milepost 0.0, in Greenville, and milepost 11.8, in Traveler’s
Rest.

The length of the rail line being acquired is 15.09 miles.

A map of the rail line being acquired is attached as Exhibit 1.

Greenville County hereby certifies that its projected revenues as a result of this

transaction will not exceed those that would qualify it as a Class III rail carrier. Greenville

County further certifies that its annual rail freight revenue as a result of this transaction will




1

not exceed $5 million. Accordingly, the requirementé of 49 C.F.R. § 1150.32(e) do not apply
to this transaction.
A caption summary, as required by 49 C.F.R. § 1150.34, is attached.
ENVIRONMENTAL AND HISTORIC IMPACTS

Greenville County is acquiring the rail line from CPDR in order to preserve the
corridor for rail freight operations and for a light rail system that may be established to serve
the County. Greenville County plans to continue rail freight operations on the line through
service provided by third party operators. Further Surface Transportation Board ("STB")
approval is required for Greenville County to abandon, and the respective operators to
discontinue, any service, and there are no plans to dispose of or alter properties subject to STB
jurisdiction that are 50 years old or older. Hence, this Notice of Exempﬁon does not require
an historic report under 49 C.F.R. § 1105.8(b)(1).

Greenville County’s acquisition of the rail line will not result in significant changes in
carrier operations. There will not be a diversion of: (1) more than 1,000 rail carloads a year
to motor carriage; or (2) an average of 50-carloads per mile per year for any part of this line
to motor carriage. This transaction will not result in: (1) an increase in rail traffic of at least
100 percent or an increase of at least eight trains a day on any segment of the line; (ﬁ) an
increase of rail yard activity of at least 100 percent; or (3) an average increase in truck traffic
of more than 10 percent of the average daily traffic or 50 vehicles a day. Greenville County's

acquisition of the rail line will not affect a Class I or nonattainment area under the Clean Air

Act. In any event, the thresholds of 49 C.F.R. § 1105.7(e)(5)(ii) will not be exceeded.




Finally, the transportation of ozone depleting materials is not contemplated. Therefore, no

environmental documentation is required under 49 C.F.R. § 1105.6(c)(2).
This action will not significantly affect either the quality of the human environment or

energy conservation.
Respectfully submitted,

Counsel for Greenville County Economic
Development Corporation

A.J. Tothacer, Jr.

Attorney for Greenville County !
Greenville County Square . .
301 University Ridge, Suite 100

Greenville, SC 29601

(864) 467-7110

) Dated: May 21, 1999

——————— — e,
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3TATE OF SOUTH CAROLINA )
IN THE COURT OF COMMON PLEAS
COUNTY OF GREENVILLE )

Groome & Associates. Inc.. )
and Lee K. Groome.

)
Plaintiffs. )
) C.A.NO.0I-CP-23-235]

)
Greenville County Economic )
Development Co;pomnun. )

Defendant. )

DEPOSITION OF DOZIER BROOKS

Pursuant to notice and/or agreement of the parties. the
deposition af Dazier Brooks was taken commencing at the

hour of 1:10 p.m. on the 19th day of November, 2003, at

_the law offices of Haynsworth, Sinkler, Boyd, 75 Beattie

Place, Greenville, South Carolina.
REPORTED BY: LEISA K. GEBHARD, R.P.R.

CANNON COURT REPORTING
112 Manly Street
Greenville, South Carolina 29601

(864) 232-9517
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Page 3
DOZIER BROOKS, having been first duly sworn, was
examined and deposed as follows:

EXAMINATION BY MR. SIMMONS:

Q. Mr. Brooks, good afternoon again. We just meta
few minutes ago before we started. My name is John
Simmons. -

A. Right.

Q. [Iappreciate you coming this afternoon. My firm is
representing Mr. Groome and his company in this
pending lawsuit. Have you ever had your deposition
taken before, Mr. Brooks?

A. Yes.

Q. So you know kind of the ground rules. If you will,
let's reach some understanding as we go along. If
you do not understand my question, if you would
please ask me to restate it.

A. Sure.

Q. And also, if you would, please give verbal

responses to the court reporter rather than "uh-huh

or "unh-unh." And also, if you will, Mr. Brooks,

be sure that you give verbal responses rather than

shaking your head because she can't take that down.

Sure.
And, finally, you and | need to be sure we don't
speak over each other. If you'll let me finish my

o

APPEARANCES:
John 8. Simmons, Esquire
Law Offices of John S. Simmons, L.L.C.
1711 Pickens Street
Post Office Box Five
Columbia, South Carolina 29201
..... On Behalf of the Plaintiffs
Andrew J. White, Esquire
Haynsworth, Sinkler, Boyd, P.A.
75 Beattie Place, | 1th Floor
Post Office Box 2048
Greenville, South Carolina 29602
..... On Behalf of the Defendant

STIPULATIONS:
This deposition is being taken pursuant to South Carolina
Rules of Civil Procedure. The deponent waives the right

to read and sign the transcript of the deposition.

INDEX
PAGE\LINE

Examination by Mr. Simmons ........ccceccueee

INDEX TO EXHIBITS
PAGE\LINE
Plaintiff's Exhibit No. I, Letter to Elizabeth
Mabry, SCDOT, from Doziér Brooks dated
September 28, 2000, attached hereto........ 17\4
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question before answering, and I'll similarly let
you say your piece on anything you want. And if I
cut you off, Mr. Brooks, please just let me know
because that's not my intention.

A. Okay.

Q. Are you currently a County Council member?

A. Yes.

MR. WHITE:
Do we have the same stipulations as
Mrs. Henderson's deposition?

MR. SIMMONS:
We do, Mr. White.

EXAMINATION RESUMED BY MR. SIMMONS:

Q. Tell me, Mr. Brooks, how long you've been on
Council?

A. Since 1997, sworn in on January 6th, I guess it
was.

Q. 0Of'97?

A 97

Q. And what district do you represent?

A. District 27.

Q. Can you tell me just generally where that is, what
area of the County? ’

A. That's the southeastern portion, southeastern

quadrant from Laurens County, Spartanburg County,

1 (Pages 1 to 4)
609b3532-8d21-4fa0-968b-b00de865af84
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Page 7

I - up to basically Highway 296 back to Woodruff Road 1 A. Uh-huh (affirmative).
2 and back in on 14 to 385 and down 385. 2 Q. Mr. Brooks, let me direct your attention back to
3 Q. [think at some period of time since then, you have 3 1999 when the rail line was acquired. What was
"4 served as the chairman of the Council; is that 4 your position as a Council member on the
5 right? 5 acquisition of that line? Were you in favor of it?
6 A. Served four years. 6 A. Yes, [was.
7 Q. Inwhat time period was that? 7 Q. Can you tell me generally why you were in favor of
8 A. 1999 until 2002. 8 it?
9 Q. Soyou were chairman of the Council at the time the 9 A. Well, for a commuter, light rail and commuter
10 railroad was -- 10 service in the future. And when we bought it, our
11 A. Swuredid. 11 understanding was it was not -- my understanding
12 Q. During the time you were chairman of the County 12 was it was not in service, and the rail service
13 Council, did you also serve on the Greenville 3 was set on it. They had contacted me and wanted
14 County Economic Development Board? 14 two or three million dollars for it. And then
15 A. 1did serve as the chairman. 15 Gerald Seals, we got him involved, and he worked
16 Q. Do those duties run together? 16 out the -- negotiated the deal to buy it for I
17 A. Yes. The chairman always served on the Board. 17 think 1.3 or something like that.
18 Q. And is that by some act or resolution that you know 18 Q. Okay.
19 of? 19 A. AndIwas in favor, as | said, for the commuter
20 A. 1believe it's by the bylaws that was drafted in 20 service to get some cars off the road. '
21 1999 when we bought it. 21 Q. Yousaid it was your understanding at the time you
22 Q. Tell me alittle bit, Mr. Brooks, about your 22 purchased it that it was not in service --
23 employment background. Other than your public 23 A. Right--
24 service as a Council member, what do you do or what | 24 Q. --is that right?
25 have you done? 25 A. --because we had some documents, I believe, papers
Page 6 Page 8
1 A. I'mretired now, but I worked in civil engineering 1 stating that it needed work on the trestles.
2 as a designer and construction manager for about 26 2 Particularly I believe one of them was $300,000 or
3 years. - 3 something like that to repair it. I'm not sure
4 Q. With whom did you work? 4 what the figure was. It was a huge figure to
5 A. The last firm I was with was Gray Engineering, and 5 repair that trustle.
6 before that was Paul O'Neal Engineering, and before 6 Q. Didyouhavean understanding of when the line was
7 that Enwright & Associates. 7 last in service? ‘
8 Q. How long have you been retired? 8 A. [can'tsay whether I remember whether there
9 Since 1996 when | went on Council. 9 anything said about when the last service was or
10 Q. Have you been engaged in any sort of private ‘10 not. I can't say.
11 business since your retirement? 11 Q. Youdon't know. Do you know if you ever reviewed
12 A. I worked as a consultant for a short while for the 12 any documents at or about the time of the
13 City of Mauldin. 13 acquisition that indicated when it was last in
14 Q. With your civil engineering background, have you in | 14 service?
15 the past worked in connection with any rail 15 A. No,!donot. -
16 service? 16 Q. AndIthink you mentioned, Mr. Brooks, that you
17 A. - No, sir. 17 thought the purchase was approximately $1.3
18 Q. Inanticipation and preparation for today's 18 million; is that right?
19 deposition, have you reviewed any documents? 19 A. [believe it was something like that. I'm not
20 A. No,sir. 20 exact, but I think it was close to that. '

"21 Q. And your last service on the Development 21 Q. What was the source of those funds? Where did they
22 Corporation Board would have been last year? 22 come form? ‘
23 A. Right, ended when the new chairman took over in 23 A. They came from the County. The County gave the
24 January. 24 funds to purchase it and open up the Economic
25 Q. And that's Ms. Henderson? 25 Development Corporation -- :

609b3532-8d21-4fa0-968b-b00de865af84
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1. Q. Yes. 1 Q. Did you have any response from them at all or any
2 A. --so it would be a separate entity of the County 2 discussions?

3 and so they would run it from the Economic 3 A. 1don't remember getting anything, to tell you the
4 Development Corporation. 4 truth.

5 Q. Did you have any understanding as to the type of 5 Q. When you say you wrote that as chairman, would that
6 entity or corporation that the Greenville County 6 have been chairman of the Council or chairman of
7 Economic Development Corporation was going to 7 the Corporation or both?

8 . exist-- . 8 A. Chairman of the Corporation.

9 A.. AllTknew was it was going to exist and operate 9 Q. [Ithink [ had seen or maybe somebody had told us at
10 the rail. 10 one of the deposition that you and maybe some other
11 Q. Was there any funding provided by the Council for I members had visited San Antonio?

12 the operation of the rail? 12 A. Iwentto San Antonio, but that was in 1999 to ask
13 A. No. _ 13 Bush to run for president.

14 Q. Was there any discussion at the time of the 14 Q. Was that before or after the line was acquired, if
15 acquisition as to how the operation was going to be 15 you remember?

16 funded? 16 A. Ican'ttell you for sure.

17 A. Ilcan't remember, but the money did come from the 17 Q. Did they have something similar?

18 County to purchase it. ’ 18 A. NotasIknow of [didn't go out there, no.

19 Q. Yes,sir. : 19 Q. Youdidnot. I'm sorry, I misunderstood.

20 A. Butlbelieve we paid a portion of that back. I'm 20 A. 1did not go out there with the rail, no. I went
21 not sure. 21 out there to encourage Governor Bush to run for
22 Q. Andyou say "we"? 22 president. That's the reason | went out there.
23 A. ' The Economic Development Corporation. Andalsoat | 23 Q. Okay. ’
24 the time that we were talking about buying this or 24 A. Gerald may have went out there. I'm not sure. I
25 _ purchasing it, we had different organizations that 25 can't say for sure whether he did or not, but he
Page. 10 Page 12

1 was going to come in and help us with funding of | did have some negotiations. I'm not sure if he

2 this to operate it. 2 made a trip to San Antonio or not.

3 Q. Tell me aboutthat. What organizations? 3 Q. Have you ever met with any representatives of

4 A. The Chamber of Commerce for one. They were all 4 RailTex? .

5 behind it. They were very much in favor of doing 5 A. Yes,sir. He came to Greenville County before we

6 this for the commuter rail. Mr. Groome and one 6 bought that and talked about selling it to us for

7 other fellow that had a business on the rail came 7 about 3.7, or something like that [ believe it was.

8 in and talked with us and indicated they would help 8 A couple three million dollars anyway.

9 us in the funding to help get this rail going. 9 Q. Okay.

10 Q. Operation or -- 10 A. Ididn't have an interest at the price because we
11 A. That's right. Help pay for it or operation, I didn't have the money. When it was negotiated
12 whichever. 12 down, we did purchase it. ;
13 Q. You had mentioned that there was some work 1 think | 13 Q. Did you have any understanding, Mr. Brooks, at that
14 specifically that needed to be done on the 14 time, and I'm talking about 1999 when the purchase
15 trestles? 15 occurred, as to what, if any, common carrier
16 A. Right. 16 obligations that the Development Corporation
17 Q. What was your understanding how that was going to 17 assumed -- .

18 be paid in connection with the purchase price? 18 A. No,sir, Ididnot.

19 A. We was going to have to find the money to do it. 19 Q. --andacquired? You didn't have any understanding
20 That's the reason as chairman I wrote letters to 20 about that?

21 Duke Power, to the gas company, telephone 21 A. No,sir.

22 companies, because they use some of the taxes 22 Q. Didthe Corporation seek any legal counsel with

23 locally without sending it into Columbia, to see if 23 regard to the legal requirements under State or

24 they would help us fund some of this and never got 24 Federal law in assuming common carrier obligations?
25 a favorable response. 25 A. I'm not sure they sought any. We had attorneys

”ﬁ

T

3 (Pages 9 to 12)
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draw up the contract and the bylaws such as that,

Page 15
you told him because it was out of operation when

I !
2 which was Haynsworth. But with the Federal, I'm 2 you all bought it, then you didn't think that there
3 notsure. [ can't answer that. 3 was any obligation to provide service then?
4 Q. And when you left as president of the: Development 4 A. Atthattime I did not.
5 Corporation Board at the end of 2002, did you have 5 Q. Do you have any different understanding --
6 any understanding at that time as to whether the 6 A. No--
7 Development Corporation had any comimon carrier 7 Q. --today?
8 obligations? 8 A. --donot.
9 A. We had had some discussions because Mr. Groome had 9 Q. And, again, Mr. Brooks, if you will, please, for
10 called several times and had tried to come to 10 the court reporter's benefit, let me finish the
11 meetings a couple times to talk about this, that 11 question.
12 there was obligations, but nobody showed me any 12 A. Sure.
13 evidence there was. 13 Q. [I'know when you have a conversation a lot of times
14 Q. So what did you think as of December 2002? 14 you know what the person is going to say and you're
15 A. TIthought it was out of operation before we even 15 probably right, but she needs to get it down from
16 bought it. : 16 me first and from you second. She can't write them
17 Q. Did you have an understanding if it was out of 17 all down.
18 operation, then there was no common carrier 18 A. Okay.
19 obligation? 19 Q. Andin 1999 when you voted on this as a County
20 A. That'sright. 20 Council member and County Council chairman, do you
21 Q. That's correct? 21 recall which Council members, if any, were in
22 A. That's correct. 22 opposition to acquiring the line?
23 Q. Did you ever personally talk with Mr. Groome? 23 A. 1doknow there was a couple, but | couldn't say
24 A. Hecalled mel believe once or twice. 24 who they were. It was not a unanimous vote.
25 Q. Do you remember when? 25 Q. Do you remember having any conversations with any
Page 14 Page 16
1 A. Gosh,Idonot. It was after -- when he was - ] specific members of Council trying to persuade them
2 gosh. [ can'tsay for sure because I was at the 2 to vote?
3 lake at one time, and he called me on my cell phone 3 A. No,nota bit.
4 talking about it. That was in maybe 2000 I think. 4 Q. Who did you talk with, if anybody, third-party wise
5 I'm not sure. 5 about running the line?
6 Q. Soyou think it was a time period you were Council 6 A. Personally I haven't talked to anyone, but we did
7 chairman and -- 7 have, I believe Peter -- | can't even think of his
8 A. Yes. It was during that time, yes. 8 last name.
9 Q. And do you recall the substance of the 9 Q. Strub, Mr. Strub?
10 conversation? 10 A. Strub, and talked with Pat Haskell-Robinson about
11 A. Tdonot. He was trying to get service for his 1 operating it and gave us a price to get it in shape
12 business. That was the main thing he was calling 12 to operate. ) _
13 for. 13 Q. Do you know with whom they spoke?
14 Q. So he did tell you during the telephone 14 A. Ican't even remember the name.
15 conversation he wanted service -- 15 Q. Do you recall whether they had given you any
16 A. Right. 16 documentation about that?
17 Q. --to his business? 17 A. Wedid receive that in our package when we had
18 "A. Uh-huh (affirmative). 18 meetings, but | can't remember the name.
19 Q. What was your response? 19 Q. Anddid you have some discussion during your
20 A. Ithought it was out of operation when we bought 20 meetings --
21 it. That's about the best I could say. ) 21 A, Yes--
22 Q. Soyou told him because it was out of operation 22 Q. --about that?
23 when you bought it -- and let me finish my question 3 A. --but we didn't have the money to do'it.
24 before you answer it because she has to get it 24 Q. So that should be reflected in the minutes of the
25 down. Okay? It's my understanding that basically 25 meetings?
lﬂm = Cotase s g
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1D ' EMEN
IDGE NQ, 1.10 and Bri
Ri Vi CAROLIA

BID FORM

The following Bid Form must be completed and submitted in a sealed envelope marked
“GREENVILLE BRIDGE BIDS.” Bids must be submitted to;

Mr. John J. Horney, P.E.
Director Structures
Railtex
San Antonio, TX 7820¢
no later than 12:00 noon on Tuesday, February 3, 1998,

By signing this Bid Form, the Contractor acknowledges that they have received the bid
documents including: a) Lefter of Invitation; b) Instruction to Bidders; ¢)
Specifications; d) Plans; and e) Bid Form.

This Bid will be in effect for sixty (60) days following the date of submittal. The winning
Contractor must sign 2 Contract between themselves and the Carolina Piedmont

Railroad.
SCHEDULE OF VALUES
BRIDGE 1.1
DESCRIPTION LUMP SUM
MOBILIZATION. ..o eer e $___ /5 sccn

STEEL HPILE. oo $__ 33 ¥ 7743
STRUCTURAL STEEL......eovevvevenn s $_ g0 ZolZs

TIMBER DECK INSTALLATION............. $ /59,
BRIDGE REMOVAL .......ceocvree e $ Sos .
GRADING S é:éﬁo. ae
DEMOBILIZATION  ..cocoovenrrvrrcerncceens S—__{y B08s 0%

TOTAL BRIDGE 1.1......... § /5:2 O ¢/

GCEDC 0080

k







Title: equity owner
P.O. Box 2048
Greenville, SC 29602

)

2. Identify all members of the GCEDC who communicated with Lee K. Groome
_ regarding rail service or the failure to provide rail service on The Line and
describe the contents of those communications.

Answer:
Peter M. Strub

Prior to GCEDC’s purchase of the Line (June, 1999) and afterwards, Mr. Groome
on several occasions spoke to Mr. Strub about the Line. Mr. Groome expressed
his desire that rail service be re-commenced on the Line and stated that lack of
rail service on the Line was an economic detriment to his business.

Gerald Seals

Former Employer: Greenville County

Title: Executive Director

Present Employer: Total Facilities Management
Title: unknown .

301 N. Main Street

Greenville, SC 29601

864 272.3655

&

Prior to GCEDC’s purchase of the Line (June, 1999) and afterwards, Mr. Groome
on several occasions spoke to Mr. Seals about the Line. Mr. Groome expressed
his desire that rail service be re-commenced on the Line and stated that lack of
rail service on the Line was an economic detriment to his business. Mr. Groome
also expressed his desire that Greenville County pay for the improvements
necessary to restore the Line to service.

Patricia Haskell-Robinson

The Robinson Company of Greenville, Inc.
Title: unknown

610 N. Main Street

Greenville, SC 29601

864.233.6277

Prior to GCEDC’s purchase of the Line (June, 1999) and afterwards, Mr. Groome
on several occasions spoke to Ms. Haskell-Robinson about the Line. Mr. Groome
expressed his desire that rail service be re-commenced on the Line.

Dozier Brooks
Incumbent Member of Greenville County Council




™ 301 University Ridge, Suite 2400
Vo Greenville, SC 29601
864.240.467.7409

Mr. Groome may have spoken to Mr. Brooks about the Line and expressed his
desire that rail service be re-commenced on the Line.

3. Identify all due diligence conducted by Defendant in connection with the
purchase of The Line.

Answer:
With respect to due diligence prior to the purchase of the Line:

(a) Greenville County (not GCEDC) obtained the following real estate appraisals
of the Line performed by The Robinson Company of Greenville, Inc.: (i) July 9,
1998, appraisal re 1.95 miles of the Line; (ii) April 20, 1999, appraisal re the
entire Line. - '

(b) Greenville County (not GCEDC) at or around March 31, 1999, estimated the
costs of performing repairs to the Line (see Memorandum of Jay Tothacer,
County Attorney, dated March 31, 1999, provided herewith).

G 4. Identify all appraisals conducted in connection with the 1999 purchase of The
Line and identify all amounts paid to such appraiser.

Answer:

See answer to Interrogatory 3(a) above for a description of the appraisals.
GCEDC did not pay for the appraisals and has no information regarding their
cost.

5. Identify all documents that reflect defects on that portion of The Line between the
points of interchange with CSX Transportation and Norfolk Southern Railway
and the Complainants’ Business Location that would have caused rail services to
be unsafe as of June 1, 1999,

Answer:

The following documents, all produced herewith, identify defects in the Line
existing as of June 1, 1999:

(@  Railtex memorandum (To Chris Dodge, from John Homey; December 4,
1997)
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{1] Q. Is that, just glancing through there, — n Transportation Board that there were current
2] A. Sure. 2] industry along the lines who may be affected by
- "[3] Q. - all of the Council members at that time; does it 3] abandonment?
’ (4] A. Well, again, I don’t think that was the mentality of

4] look like it?
I5] - A. Let's see, well, two, four, six, eight, ten -
’16) twelve, so that should be.
71 Q. A unanimous consensus there, okay. Do you recall
(81 this document? ]
9] A. Idon'tspecifically recall it, although I generally
(10} recall the situation surrounding it.
(11] Q. And that is, that it appeared that Railtex had or
(12} may be filing a notice of abandonment?
{13 A. Right. We were all generally aware of that.
[14] Q. And is it fair to say that this letter suggests that
(15) Council members did not think that abandonment of
[16) the rail line would be good for the County?
(177 A. Well, yes, in this context. We were concerned about
[18) the preservation of the lines. I don't know that we
{191 had gotten full briefing at this point in time. I
[20] certainly don't specifically remember as to what was
21 happening with the railroad, whether it was
221 currently operating or not. But the issue, the
[23) burning issue, that we were being pressed with is
241 the idea that if the lines were abandoned it would
[25) -~ we would forever lose those rights-of-way along

5] Council when they signed the letter. I think our

(61 driving force - even though I agree that that

7 statement would seem to lend to that, I think the

(81 driving force in the discussion in the community at

9] that time surrounding this was the preservation of
[0} those rights-of-way.

Page 14

n those lines. And to get it back up in operation,

2] you know, would have been more problematic.

(3] Q. Is it fair to say that this letter also indicates

[0)] that the County Council members weren't concerned

51 about the businesses along these lines?

[6] A. I'mlooking to the letter to see if there wasa — 1

n don't — I mean, I think the - I think the biggest

[8) dynamic at this point, the Chamber had taken a group

91 of folks out to Portland; there was a lot of
[0} discussion about light rail, okay. And the biggest
[ concern was, in the eventuality that light rail came
[12) through Greenville — of course, there was a lot of
[13) funding being talked about at that time, etcetera.
[14) The preservation of the rail line, I think, was the
(15) driving focus. I don't frankly know that we knew
[16) that there were any businesses currently using the
[nn operations of the line.
[18] Q. How about in the second paragraph, the third
[191 sentence, starting with, "The loss of —"
[20]- A. "The loss of these rail facilities and their
[21) adjoining rights-of-ways would significantly impact
(22} current industry along these lines, as well as the
[23) County's need to -" okay. I mean, I -
[24] Q. Would you agree that indicates that Council took
[25) into consideration and wrote to the Surface

[11) Q. Do you know who drafted that letter?
(12] A. You know, I do not.
[13] Q. Typically in that sort of situation and in that time
{14] frame, how would that have worked?
{15) A. Probably the Chair, the then Chair would have -
{16) Q. And I'm sorry, who was —
{171 Q. - put this together. Paul Wickensimer at this
[18] time.
{19 Q. Is he still a Council member?
[20]) A. He is not.
[21] Q. Did he not offer for re-election or was he defeated
[22) at some point?
{23) A. No. He actually ran and was elected to Clerk of
[24) Court. So he's the existing Clerk of Court.
{25] Q. Okay. How about Exhibit Number 3 here?
Page 16
(1] A. Uh-huh (affirmative).
{21 Q. Looks like a four-page document.
(31 A. Okay.
(4] Q. From County Council to the County Administrator with
51 a date of March 31st, 1999.
(6] A. You mean from the County Administrator to the
Y] Council?
(8 Q. Yes, I'm sorry.
[9) A. Okay. .
[10] Q. I had it backwards. Do you recall this document?
[ And I know it was some time period -
[12] A. Not specifically, but if you'll give me a minute to

(13] glance at it, I'll see whether I can resurrect those
[14} brain cells. .

[15] Q. Take your time.

[16) A. (Reviews document). Okay.

(177 Q. Do you recall, now having reviewed it, ever having
(18] seen this in the -

{19] A. Ican'tsay that I specifically recall. I'm sure -

{20} I mean, we get a lot of information each week, so
2n I'm not -

[22] Q. I know you do.

(23] A. -tryingto -

[24] Q. No, I know you do.

[25] A. I'mean, I - it was addressed to all of us. I'm

CANNON COURT REPORTING
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m issue the grant to preserve the lines, others may m service and, as I recall, had not been for some
2 have and they may have come up with a different 2 time. And I know we interviewed several operators,
- 3] solution. So I've - it is true that those rights- B) talking about the corporate entity now, my capacity
4] of-way have been preserved. [4) as a board member, interviewed several operators to
[5} . Q. When did you become a board member; do you remember? [s] ascertain the feasibility of restarting rail
".[(6} A. Two yearsago, three years ago. I'd have to check (61 service. And the road block, of course, was the
Ny the record. m money needed to upgrade, repair, etcetera. So your
[8) Q. Look back with me, Mr. Case. (81 question, the answer to your simple question, was
91 A. Okay. 9) _there a business plan written out, I've never seen a
[10) Q. And I think - is it 3? (o} specific business plan written out. But certainly
(1) A. Yes. ) .the entity, in my capacity as a board member, much
{12) Q. Under the background that Mr. Seals provided in his [12) of our efforts was towards re-establishing service
[13] memo, down there at the bottom where he starts (13) or at a minimum preserving those rail lines.
[14] talking about the resolution we looked at, the [14] Q. Okay. Iunderstand. And that was during your
[15] bottom of the first page. [1s} tenure as a board member -
[16] A. Right. [16) A. Yes.
{17] Q. He states that, "County Council agreed to (171 Q. Is that correct?
18] participate in establishing a comprehensive plan.” [18] A. Yes.
{19] Do you know if any comprehensive plan was ever {191 Q. And what would have all been sometime subsequent to
[20) actually established? [20) the purchase of the line in June of 1999, correct?
[211 A. Well, I guess it depends on what you define as [21] A. That's correct. That's correct.
(22) comprehensive plan. And, of course, this is his [22] Q. Do you know if any operators were contacted to
[23) discuss operating the line prior to the purchase?

[23) characterization of the resolution.
[24] Q. Well, let me ask you this, maybe it'll short circuit
[25] it; you can expand if you like.

A. Ido not know.
Q. To your knowledge that was not done?

 Page22 Page 24
[11 A. Sure, sure. . {1 A. To my knowledge. But, again, keep in mind I was
2] Q. Did you ever see any kind of written plan for the 2] pretty out of the loop given the position I had
31 operation of the rail line? 31 taken ~
[4) A. Well — and as I read this, it says for rail 4] Q. lunderstand.
5} preservation. And there certainly have been plans. [51 A. - inthe early stages.
i6) Written plans, I don't know. But certainly there (6] Q. A few more questions about Mr. Seals' memo. On the
Y] have been multiple plans. In fact, I would say the m second page of it, December 1, 1998, there's a
(81 mode of that corporate entity has been, since its (8} reference to County Council approving $5,000 to
9] inception, the preservation of those rights-of-way. 91 carry out a comprehensive transportation study. Do
[10) Q. Right. : N [10) you recall what that was for?
{11] A. Evidences of that are grants we obtained to do [11] A. Ido not recall.
[12) right-of-way title research. I mean, the whole [12] Q. Do you know to whom the $5,000 went?
(13} focus has been preserving those — those rights-of- [13) A. Ido not.
[14) way. Now, I guess a person could quibble over [t4] Q. Are you aware of any of the comprehensive
[15] comprehensive, but, you know — (15 transportation study ever having been done?
[16] Q. How about, I know that says rail preservation and [16] A. Not today, specifically, no. I mean, it wouldn't
un you just talked about that. Do you know if there [y} surprise me that I might not have been pushing for
[18} ever existed any kind of business plan, written 18) that.
(19 business plan, for the actual operation of the rail [19) Q. Sure. .
{20} line? . {20} A. Because my concern of getting a study done, putting
[21] A. I'm notaware of a business plan. I'm aware that [21) into context what the County was contemplating
22} the corporate entity actually sought out the [22) undertaking, vis-a-vis the grant.
{23} feasibility of re-establishing rail service when the [23) Q. On the status of discussions, Mr. Case, there's a
(24] —when the corporate entity that the County granted [24] pretty detailed discussions concerning appraised
[25) the money to acquired the rail, there was no rail 25] values, etcetera.
CANNON COURT REPORTING 864 232-9517 Page 21 to Page 24
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A. Right, right.

Q. And with your position at that time, do you recail
having done any kind of detailed financial
examination of those numbers?

A. No, no.

Q. Do you think you did not do that because of your
opposition?

A. That's correct. It was being handled by others.

Q. Let me ask you this, down about four paragraphs,
right before the numbered paragraphs begin; there's
a notation there, these selling prices are more than
the appraised value. The Robinson Company of
Greenville, Incorporated submitted separate
appraisals and then goes down to discuss those. Do
you know who d The Robi Comp to
perform these appraisals?

A. Ido not know. Now, it makes reference in that
paragraph that it was for the City of Greenville -
or maybe that's a geographical designation, okay. I
~ [ don't know. I don't know.

Q. You don't recall County Council retaining The -
Robinson Company to do this appraisal?

A. Ido not. And I'll add that with not necessarily be
unusual in that we don't get involved in the
procurement process. So if the services of an

Page 27
(1] Q. Youdon't remember raising that issue as part of
23 your opposition, though?
(31 A. Idon't. Because my opposition was pretty simple.
4] I felt like — I mean, as I've stated before, the
(51 opposition was really to the idea that we were
[6) giving a grant to —

(71 Q. More funding than anything else?
(8] A. That's right, that's right.
(91 Q. Now, in retrospect, and particularly as a board

(o) member, do you think that the County and the

nn Corporation adequately investigated the operation of
[12) the rail line prior to the purchase?

(13) A. Well, again, the whole goal was to preserve the

[14] rights-of-way, okay. So when you ~ when you talk
[15) about operating, I don't think anyone ever

{16} anticipated, contemplated that the County would be
onn in the business of operating a rail line, okay. I

[18) think the County anticipated it was giving a grant.
19 And I'm speaking on behalf of my colleagues who
[20) supported it. I think they anticipated that they

[21) were basically taking an action to preserve those
(22) railway right-of-ways and that not to do so would be
23} imprudent, okay. So it's tough for me to make a

24) valued judgment on, did they do enough research
285) about operating a railroad? I — I don't think that

m
[21
[3]
4}
(51
[6]
7
8]
91
10
(2]
[12]
(13}
[14)
[15)
[16)
n
(18
[19)
{203
[21]
[22)
[23)
24}
(251
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. appraiser were needed, for instance, there would be
a process the procurement area would go through to
— to get those services. We don't get involved in
those procurement activities. .

Q. To your knowledge has the County ever used Th
Robinson Company?

A. To my knowledge, no. I mean, I've got a letter
sitting here in front of me says they did, but did I
ever know, no.

Q. You don't remember voting on that?

A. No, no.

Q. On the next page, Mr. Case, I'm jumping around a

little bit, but the third paragraph up from the

bottom states that an attorney here from "Haynsworth

Law Firm and Ms. Pat Haskell-Robinson have indicated

the County may lease the railroad to a company and

make that company completely responsible and liable
for the repairs, operation and maintenance -" Do
you see that?

Ido see that, yes.

Do you recall any discussion about that at the —

No.

Prior to the acquisition?

I don't. But, again, I was pretty out of the loop

on all that, so -

POPOP
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m was on their radar.
2} Q. Okay. Now, in retrospect, and as a board member, is
{31 it your understanding that the Corporation assumed
4] common carrier liabilities under state and federal
5] law?
{6) A. I'm not familiar with those terms.
[71 Q. You don't - you still today do not know whether the
[8) Greenville County Economic Development Corporation
91 is a common carrier under state and federal law?
[10] A. Iam not, no. We may have discussed that but not in
{11} those terms.
[12) Q. Let me show you Exhibit Number 4, Mr. Case.
[13) A. Sure.
[14) Q. And if you could tell me — you can correct me if
[15] I'm wrong, but it sort of looks like a press
[16) release, if you will. I'm not sure that's what that
{7 is.
[18) A. It's not labeled that, but, you know, ~
(191 Q. And it's dated April the 20th, 1999. I mean, do you
[20) . know? I mean, do you have any - take your time, as
21] much as you need -
22] A. Okay.
[23) Q. - in glancing through that, what this document was
[24) used for?
{251 A. Idon'tknow. I mean, typically a press release is
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JOE DILL, having been first duly sworn, was examined

STATE OF SOUTH CAROL[NAT ‘)3 F COMMON PLEAS 1
COUNTY OF GREETNHVEIE&UR,_ P 2 and deposed as follows:
Groome & iates, Inc. ) 3 EXAMINATION BY MR. SIMMONS:
andLee K Groome. ) 4 Q. Mr.Dill, good morning again. We just met. My
' — 5 name is John Simmon. I'm representing Mr. Groome
Plaintiffs, ) . g
-vs- ) C.A.NO. 0}-CP-23-2351 6 and his company in this litigation. Have you ever
Greenville-County Economic ) 7 had your deposition taken before, Mr. Dill?
Development Corporation, ) 8 A. Yes.
Defendant. ) 9 Q. As justafew ground rules, first of all, the South
10 Carolina Rules require that I instruct you that if
DEPOSITION OF JOE DILL 11 you do not understand my question, if you will,
12 please, sir, direct that to me and tell me to
Pursuant to notice and/or agreement of the parties. the 13 restate it, and I'll do so. Okay?
deposition of Joe Dill was taken commencing at the hour 14 A. Okay. . X .
of 11:35 a.m. on the 15th day of November, 2003, at the 15 Q. And( also, sir, if you will please give a verbal
. ) 16 response, a "yes" or "no" to the court reporter,
law offices of Haynsworth. Sinkler, Boyd, 75 Beattie 17 because she can't take down head shakes.
Place, Greenville, South Carolina. 18 A. Wedon'tdo this (indicating)? '
REPORTED BY: LEISA K. GEBHARD, RP.R. 19 Q. Right. And, also, if you'll be careful, we all
20 have a tendency sometimes to say "uh-huh" and
) 21 "unh-unh," and they're a little bit difficult for
T REPORTING
C?]’;NL?::,S%E; . R 22 her to comprehend also. Okay?
Greenville, South Carolina 29601 23 A. Allright.
(864) 232-9517 24 Q. Fairenough?
25 A. Yes. )
. Page 2 Page 4
AI;II;EARAS R NCES: E .1 MR. WHITE:
Jol immons, Esquire : ; - :
Law Offices of John S. Simmons, L.L.C. 2 Our usual stipulations gs_to the same as in
1711 Pickens Street 3 Ms. Henderson's deposition?
Eo? ogwsao’t‘h%ve lina 29201 4 MR SIMMONS:
olumbia, Sou aroliina
On Behalf of the Plaintiffs 5 They are, Andy.
Andrew I, WlélteidEsqgl;cd A 6 EXAMINATION RESUMED BY MR. SIMMONS:
Haynsworth, Sinkler, Boy: ’ : - H
75 Boattie Place. 11th Floor 7 Q. Mr D1ll,. you are currently a County Council
Post Office Box 2048 8 member; is that right?
Greenville, South Carolina 29602 9 A. That's true.
""" On Behalf of the Defendant 10 Q. How long have you been on the Council?
STIPULATIONS: 11 A. Five years.
This deposition is being taken pursuant to South Carolina 12 Q. Hadyouever offere'd for an elected position before
¥ 13 you became a Council member?
Rules of Civil Procedure. The deponent waives the right 14 A. I was on the School Board for 12 years, Greenville
. . - 15 County School Board. '
to read and the transcript of the deposition.
° Sign P P 16 Q. Which district do you represent?
: 17 A. Seventeen. That's the northern part of the county
INDEX
‘ PAGE\LINE 18 Q. Isthat covering in the Travelers Rest area at all?
Examination by Mr. Simmons .......cceecevveee 3\3 19 A. That covers the city of Travelers Rest. My
. .
INDEX TO EXHIBITS 20 boundary and Mark Kingsbury's join on 276 up
: PAGE\LINE 21 through Travelers Rest.
(None offered) 22 Q. And, Mr. Dill, do you know where Groome &
23 Associates is located?
24 A. Uh-huh (affirmative).
25 Q. Is that part of --

b gy

1 (Pages 1to 4)
09503ba&-BdQO-46f0—befa-f4f55b9b4d65
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Page 19
purchased it, you looked at any information about f
any third party's ability to run the line?
No. We never did that, not to my knowledge. It
might have been discussed --

Page 17

Council member and a Corporation board member about

what you think should be done with the line today?

. My personal feeling about it and the way that my
community feels through Travelers Rest, we needed

to do away with that part of the line and turn it Right. v
over to parks, walking trails. There's even talk - -- by people outside the room, but I don't remember
that.

of a rubber tire vehicle carrying people up and
down through there. Now, as far as the part of the
track up to where Paper Cutters and the other
people are at, [ think it would be a - if there

And, Mr. Dill, I think I've looked at some point in
time maybe at some of the minutes and the
10 committees. Do you know what, if any, committee

V0NN P W —
20 >

was money available, that would be a good thing to 11 that this provision came out of in 1999?

do is put it back operating, but [ don't know where 12 A. To'the provision to buy the railroad?

the money is coming from. That's the big issue 13 Q. Yes,sir.

with me. If the money was available, I think it 14 A. It was Mr. Blackwell's committee.

would be wise to put it operational. 15 Q. What was it called, do you remember?
Okay. 16 A. Idon't remember the name of it.
But | know the people through Travelers Rest don't 17 Q. What was his position on it?

want no train. 18 A. He waschairman. He was on Council. Itook his
Yes, sir. And those are your constituents; right? 19 place. He came off when I came on, and this was

20 all finalized before | came.

That's right.
Where did the $1.2 million come from back in '99? 21 Q. Didyou run against him or --
It came from the general fund - no, probably a 22 A. No. ’
capital expenditure, 23 Q. - he retired or quit?
Was your vote against that provision related to the 24 A. He decided not to run.
amount of money or just the concept in general or a 25 Q. [Iapologize, Mr. Dill, I didn't ask you this

Page20 §

Page 18
before. Can you tell me a little bit about your

combination thereof?
employment background aside from Council and the

I didn't have a problem with preserving the right

1 o
2 2
3 of way. | had a problem with spending taxpayers’ 3 Corporation?
4 money to do that, and I figured there's a better 4 A. 1run an auto repair shop.
5 way to do it. . 5 Q. How long have you been in business with that?
6 How about -- and, again, I didn't mean to cut you 6 A. Thirty years, I guess. And I'm the minister of
7 off. You looked like you may have wanted to say 7 music at Blue Ridge Baptist Church. ['ve been
8 something else. 8 doing that 24 years. .
9 A. No, that was the end of it. 9 Q. Near Travelers Rest or that part of Greenville?
10 Q. Would that have been regardless? Say it had been 10 A. Nextto Greer.
11 " half that, $600,000, would that have changed your 11 Q. Are you originally from this area?
12 outlook on it? i 12 A. 1wasborn in Travelers Rest, Coleman Hospital.
13 No. If there had been a federal grant or something 13 Q. I'm not familiar with that one.
14 like that that was on the table, I would have 14 A. lt'sgone. :
15 considered that, some kind of matching funds, but I 15 MR. SIMMONS:
16 didn't agree with buying the railroad track. 16 Mr. Dill, I think that's it, and I appreciate you
17 Back in 1999 when you were looking at that issue, 17 coming in. Thank you for you patience.
18 do you know whether or not you had any information 18 (There being no further questions, the deposition
19 about the cost to run the line, not just to 19 concluded at 12:00 p.m.)
20 purchase but did you look at any cost to actually 20
21 run the line at that time? ) 21
22 We looked at what it would cost to put it back 22
23 operational. But as far as to operate it, no, 1 23
24 don't remember that. 24
25 Do you know whether or not in 1999 before you 25
L L R ARG v S R T I s PR o BT A oy e i

5 (Pages 17 to 20)
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BSA PATRICIA HASKELL-ROBINSON XMAX(2/2)
Page § Page 7
(4] minutes date back to June of 1999 when the board was (1) A. Notthat I know of.
()] created? 21 Q. Did you-all seek any or pay any consultant in that
3} A. Ibelieve they do. 31 aroa who had expertise in the operation of the rail
{40 Q. Fair enough. And, again, we'll request those 4} line?
6] through counsel, so we'll follow up on that. Mrs. (51 A. You know, I can't - I don't remember. No, I don't
61 Haskell-Robinson, I've seen some newspaper articles [6) - 1 don't think so, but 1 wouldn't be positive of
m from the past about establishment of the rail line, m that. 1 don't believe so.
81 etcetera and some of the pians for the County. Will (8 Q. Yes, ma'am. Okay. How about — what, if any,
91 you tell me just generally your initial involvement 9 appraisals were conducted of the land and/or the
{10 in this project and how that came about? (o equipment prior to the purchase in 19997
[111 A. We - we were interested in preserving the line. {11] A. The linc had been appraised.
{121 Q. Okay. And about what time do you think you became {12} Q. By whom?
03 involved in that process? [13) A. By my husband.
{14] A. From the beginning. 14 Q. And do you know generally when that was?
[15] Q. Before the Corporation was actually formed? {15] A. No. It must have been sometime in ‘98, '99,
161 A. Yes. f16) somewhere in there.
177 Q. Who were some of the other community leaders who {11 Q. And what's your husband's name?
[n8) were involved in that process? (18] A. James Robinson,
(19] A. The Chamber of Commerce. (191 Q. And is he part of The Robinson Company, were you-all
{20} Q. Any individuals in particular that you can remember [20) -
2n who were Chamber members? [21) A. He assigned it to one of the appraisers. I don't
221 A. Well, it was = let’s see. All right. David Brown [22] remember which one and it was done prior to us
23] who was then the president; Max Metcalf who was then 231 discussing this. It was not done for the purchase.
[24) - what was his tide. I can’t remember his title. [24] Q. Okay. What was the purpose of it and what was it
[25] Q. That's okay. 25} done for?
Puge 6 Page 8
111 A. Brandy Birckbichier who was his assistant. I think {1] A. They were simply asked to appraise it. I don’t
21 she lives in New York. Geraid Seals. v1] know.
3) Q. Was he the county administrator at that time? 131 Q. Is your husband an M.A.L?
4} A. Uh-huh (affirmative), uh-huh (affirmative). {41 A. Uh-huh (affirmative).
{s) MR. WHITE: (5} Q. By whom was he retained to appraise it?
6} Yes or no? {61 A. Idon't know.
ly] WITNESS CONTINUES: 171 Q. Do you know if he was paid for the appraisal work?
[8) A. Oh, yes. Yes. [8) A. Probably.
191 Q. Icaughtit, but sometimes it's hard for her to get, 9] Q. Butyou don't know by whom?
[10) so I appreciate that. During that process, did you {10] A. No, idon't.
[$1)] have a lot of discussions with the County Council {111 Q. Did you have any involvement in the selection of
(12) members about acquiring the line? [{FA] your husband as the appraiser?
{131 A. No. [13) A. No.
{14] Q. Was there, for lack of a better term, a lobbying [14] Q. You don't even know who hired him?
(15} effort for the County to make the purchase? (151 A. No.
[16] A. We were obviously interested in preserving the line ft6] Q. Is that right?
un for future use. And I suppose there were (171 A. No, Idon't.
(18} compensations. 18] Q. And don't know who paid him?
{191 Q. Sure. Did you have any experience or expertise in [19) A. No.
[20) running a rail line? 200 Q. So obviously you don't know the amount cither ---
21} A. No. 211 A. No.
[22) Q. Operation of a rail line, okay. Did anybody 22] Q. -- that he received. Do you know the value of that
(23) involved in that initial project, this is before the 231 appraisal?
(24) actual purchase of the line, have any previous [24] A. 1-Idon'tknow. [ don't - well, let me say, [
251 experience in the operation of a rail line? (251 don't remember.
CANNON COURT REPORTING 864 232-9517 Page 5to Page 8



BSA PATRICIA HASKELL-ROBINSON XMAX(3/3)
Page 9 Page 11
(11 Q. Did you look at it? m voluntary?
{21 A. Atthe appraisal? (2) A. No, never have been.
3] Q. Yes, ma'am. [3) Q. Okay. And it's my understanding at the time you-all
4) A. No. [4} acquired it in June of '99, it being the rail line,
5} Q. Whatexactly do you do at The Robinson Company? 5) it was subject to an embargo; is that right?
[6) A. Atthe time we bought the railroad I was the CEO, {6] A. Yeah, I guess that's what it was.
m broker in charge and had a residential division. 7 Q. Okay.
8] Q. Okay. Were you ever or are you a licensed (8] A. Idon't- something like that.
9 appraiser? 9 Q. And do you know when that embargo expired?
[10] A. Appraiser? {10) A. No.Idon't remember.
[11) Q. Yes, ma'am. 1] Q. Do you know, from the time that you acquired it up
112) A. No. 02 until today, if the Corporation, Greenville County
[13) Q. Okay. You just handle - there's a brokerage arm (13} Economic Development Corporation, has ever provided
ne and an appraisal arm of the business? (14) service on the line since its owned it?
[15) A. Three divisions, residential at that time, which has {15] A. No.
{16} been sold. [16] Q. It has not?
07 Q. Yes, ma'am. {17 A. Ithas not,
[18] A. Appraisal and commercial, very little commercial. {181 Q. Okay. And why is that?
{19] Q. Okay. What was your understanding of the status of [19] A. Because we haven't had the money to redo the track
20} the rail line at the time the Corporation purchased [20} and the tresties.
f213 it in June of 19997 [21] Q. Okay. Looking back to the time period of June of
{22) A. Railtex had applied, as I understand it, for 122) 1999 when the Corporation acquired the line, what,
23) abandonment with the authority. In fact, it had not [23] if any, examination was done as to how the line was
(24} been operating. {24) going to be funded?
(251 Q. Do you know how long it had not been operating up to 1251 A. Asto how it was going to be funded?
Page 10 Page 12
m that time? Yes, ma‘am. {1) Q. Yes, ma'am.
(21 A. (Indicates negative). {21 A. 1don't remember that discussion.
3) MR. WHITE: 131 Q. Do you know if there were any plans, business plans
(4] Speak. 4] for instance, on funding of the line?
[s] MR. SIMMONS: {S] A. At that time the County had said that they had —
O] Yes or no. You're shaking your head, no, but let's [6} that they would contribute money for the trestles
m make sure. m and - but I don't know about the line itself. I
8} WITNESS CONTINUES: 81 don't remember any discussion about the line itself,
9} A. No, Idon't. No, uh-uh (negative), several years 1 9) except that it would take money.
[10) guess. I don't know. 101 Q. To your knowledge were any discussions like that
[11) Q. Do you know if anyone with the Corp did any nn ever had, as to where the funding was going to come
[12) investigation to determine the last time the rail 1z from?
{131 was used? [13) A. We discussed state money, federal money. I guess
(14} A. Iremember a discussion about it, but I don't - [4) that's what it was.
[s) Gerakd Seals probably knows that; I don't. [15) Q. Mostly grants?
6] Q. It's my understanding the Corporation had no {t6] A. Uh-huh (affirmative).
un employees; is that right? 171 Q. Okay. I want to jump over a little bit and talk
(18] A. The Corporation? [18) specifically about Mr. Groome; do you know Mr.
(191 Q. Yes, ma'am. 119 Groome?
(201 A. The GCEDC? {20) A. I have metthe man, but I don't know him, no.
(211 Q. Yes, ma‘am. (2!] Q. Have you ever had any either telephone
[22] A. No. {22) conversations, number one, or face-to-face
23] Q. And you weren't compensated — {23) discussions with Mr. Groome about rail service out
[24] A. Uh-uh (negative). 24 to his place?
{25] Q. —asaboard ber, that was pletely (25] A. He attended a board meeting and he calied me on the
CANNON COURT REPORTING 864 232-9517 Page 9 to Page 12
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PATRICIA HASKELL-ROBINSON XMAX(S/5)
Page 17 Page 19
11 Q. Butyou didn't talk, have never talked to him about [0)] Cannon Court Reporting
2] this case? 112 Manly Street
B3] A. No. [2) Greenville, South Carolina 29601
41 Q. You've taiked to Senator Thomas - (864) 232-9517
[51 A. When?' 13) FAX (864) 233-9493
{6} Q. —a good bit, hadn't you, in the last few years? 4 November 5, 2003
M A. No: 5) Andrew J. White, Esquire
1] MR. SIMMONS: Haynsworth Sinclair Boyd, PA
® Okay. Mrs. Haskell-Robinson, that's all I have and [6} 11th Floor, 75 Beattie Place
[10) 1 appreciate your time. P.O. Box 2048
({1}] ] m Greenville, South Carolina 29602
[12) Well, you're more than welcome. ] RE: State of SC, County of Greenville Groome &
(3 MR. WHITE: Associates, ,Inc. and Lee K. Groome vs.
[14) No questions. L] GCEDC, 01-CP-23-2351
{151 MR. SIMMONS: {10) Dear Mr. Whits:
(16] - That'sall. U Enclosed is a copy of the transcript of the testimony
7 (There being no further questions at this time, the of Patricia Haskell-Robinson taken in the above-
()] deposition was concluded at 11:25 a.m.) 12) captioned case, along with the signature sheet you have
requested.
After the deponent has read the transcript, please ask
[14] her to sign the signature sheet in the presence of a
notary public and retum it to this office for filing
(18] with the original transcript. If the deponeat feels
there are any necessary changes to the transcript,
(16} please indicate the page and line number along with the
requested change. All changes will be checked against
nn our taped recording of his testimony for accuricy.
8 Should you fail to return the signature sheet to this
. office within thirty days, the original transcript must
N 19} be filed without the deponeint's signature.,
201 If you need assistance or further instructions, please
feel free to call this office.
Very truly yours,
Cannon Court Reporting
Page 18 [25]  CC:JohnS. Simmons, Esquire
(1] CERTIFICATE
[31 I the undersigned, B. Dale Campbell, Notary Public
{4} in and for the State of South Carolina, do hereby certify
(5] that the foregoing deposition was taken on the 28th day
(6] of October, 2003;
{7) That the within deponent was swomn to tell the truth
[8) and that the foregoing is an accurate transcription of
[9] the testimony taken under cath;
[10) Ifurther certify that I am neither Counsel nor
(11} Solicitor to any of the parties in said suit, nor
[12] interested in the event of the cause.
{(13) IN WITNESS WHEREOF, I have hereunto set my hand and
[14) seal this Sth day of November, 2003.
(171 B. DALE CAMPBELL
NOTARY PUBLIC FOR SOUTH CAROLINA
18 MY COMMISSION EXPIRES: 8/16/2004
CANNON COURT REPORTING 864 232-9517 Page 17 to Page 19






Greenville County Economic Development Corporation (GCEDC)
. Board of Directors Meeting
(- September 20, 2000 Minutes
Conference Room A, County Square
301 University Ridge, Greenville, SC 29601

Board of Directors present: Scott Case
Peter Strub
Patricia Haskell-Robinson
Dozier Brooks
Stephen Seiby
Board of Director absent: None‘
President: Gerald Seals

Legal Counssl: Andy White

1. Review and approval of April 19, 2000 minutes.
Board members approved the minutes as presented.

2. Plans for future use of rail tracks in Travelers Rest. (Travelers Rest residents: Mayor Mann
Batson, Tom Gibson, and Ken Sprouse).

Councilor Joseph Dill requested for the GCEDC Board to address plans for future
railroad use in Travelers Rest. He also mentioned that someone was measuring and
changing signs recently.

GCEDC President Gerald Seals addressed the group and commented that the Board's
general policy is to preserve the railroad for future light rail use and that this line can be
activated at some point. The acquisition of the lines occurred last Fall and currently the
Board is struggling with policies of the former owner and trying to gain some
understanding of what an asset a railroad is for the community. The Board is also
discussing what is going to take to make the line operational.

Mr. Stephen Selby read the GCEDC's mission statement and background of the
GCEDC's policy. v

Mayor Mann Batson addressed the Board and indicated that there are- minor problems
with the line. Mayor Batson also indicated that he supported the acquisition of the rail
lines and that it is his understanding that the GCEDC is to develop the line. Mayor
Batson referred to the following issues: ’

* Maintenance of the ﬁght-of-Way: the weeds are too high and this makes

Travelers Rest unsightly. The grass and bushes have been cut once last
summer and once this summer.

GCEDC 0044
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* Natural gas for merchants: the people in Travelers Rest would benefit from
having natural gas fines. A request has been made to the Board. C

Regarding this matter, Mr. Dozier Brooks indicated that the GCEDC gave
permission to Piedmont Natural Gas (PNG) for the company to lay down the
gas lines under the GCEDC's specifications and policies. But, PNG decided
to take an altermate route.

Travelers Rest Administrator Cliff Gaddy indicated that the alternate route is
not practical for PNG.

Mr. Peter Strub also indicated that the GCEDC's specifications are in
compliance with federal regulations and that the 25-feet distance is standard.
He also indicated that any damage caused by the gas lines when the rail line
is in operation is responsibility of PNG. The point is that PNG does not want

" to incur in the annual fee to the GCEDC and the GCEDC does not have
control over PNG.

Mr. Gaddy also addressed the issue of cars leaving the parking lot of the
Shops at Main Street. The engineers the City of Travelers Rest consulted
indicated that the “cheapest® way to do it is to put gravel at the rail road
crossing and direct traffic from behind the parking lot to a public road. The
City of Travelers Rest would agree to take the gravel when the rail line is
back in operations. Putting a formal crossing would be more costly for the
city.

Mr. Selby indicated that just putting gravel would create too much liability.

Legal counsel Andy White indicated that parties crossing this portion of the
rail line would take responsibility.

Mr. Gaddy indicated that Travelers Rest would take that responsibility.

Mr. Seals requested that Mr. Gaddy submit a map of the crossing for legal
review. The Board will then make a decision. Mr. Gaddy agreed.

Mr. Tom Gibson made a presentation before the Board on issued facing Travelers Rest
residents on the raiiroad. He gathered the following comments from residents:

Railroad is a nuisance to Travelers Rest.

There are no businesses for railroads in Travelers Rest.

How much railroad business would benefit Greenville?

If the railroad business is so valuable for many industries, they can purchase
the railroad for a good value.

No one has made a statement that the railroad is valuable in Travelers Rest.
Residents do not like noise of homs and vibrations. ]

How can you beautify a town if you cannot cut the weeds or grass?

Why GCEDC bought the railroad if other private business could not make a
profit out of it?

* How can you repair the railroad bed and bring it to operations?

%Q

Greenville County Economic Development Corporation ~ September 20, 2000 Minutes
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* Railroads cannot run more than 5-6 miles/hour because the railroad would
—~ jump out of tracks.
(, v * The previous railroad owner wanted to charge $53,000 to a local business for
a driveway cut (the business does not longer exist).
* The parking lot at the Shops at 27 Main Street is still a problem.
* Who is liable for any litigation?

3. Greenville Airport Commission encroachment request. (Gerald Seals, Peter Strub and Andy
White)

The Commission requested permission to encroach on the railroad right-of-way to install
an approach lighting system. The Commission had encroached previously on the right-
of-way when Seaboard was the owner and paid an annual fee. The commnssnon has not
received a bill for the last several years.

Legal counsel Andy White has been working with the Commission’s counsel in drafting
two (2) separate agreements for the encroachment. The fee is $2.50/linear foot. The
agreement should be drafted in a manner that the Commission is responsible for safety
and landscaping issues. The design of tower must be so that is not possible to climb
and making sure that, if there are any incidents, these are not due to GCEDC
negligence.

Landscaping should be made in a way that nothing would create a sight clearance
problem and it would be plant material that does not required a lot of maintenance. The
landscape clause could be reviewed annually, if not to the satisfaction to GCEDC.
Another altemative is that GCEDC would plant and then charge the Commission.

it was also discusses the term of the agreement. A long-term agreement is fine if it is
subject to review annually according to the CPI index.

Motion:

Accept the plan submitted by the Airport Commission allowmg to construction the
towers. There will be two (2) utility agreements with one fee and the agreement will
include the landscaping provision. The agreements will be adjusted according to the
CPl index.

Motion approved.
4. City of Greenville:
(a) Request for annexation of railroad right-of-way. (Greg Strait, Economic Development)

This is an administrative request from the City of Greenville to annex the parcels owned
by GCEDC. This would assist in comrecting city limit lines, boundaries so the city can
identify who is responsible for fire protection and law enforcement.

Several questions arose:
* What further annexation activities would this trigger?
* The request requires an analysis of what problems/issues would this bring?
* Does this request need County Council approval?
s The Board would like to see all the parcels identified at one time.
—— S —— .
Greenville County Economic Development Corporation ~ September 20, 2000 Minutes
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« Would not it be better to de-annex those parcels and let them come back to the
county? (The de-annexation process would require a vote of city residents). (\

City staff will come back with the additional information requested.

(b) Discussion on railroad trestie near Westfield Street. (Kathleen Kempe, Assistant City
Attomey and Bill Lee, Public Works Department, City of Greenville)

Ms. Kempe explained that the trestle in question is located between Hudson Street and
Westfield Street.

Mr. Brooks provided a quick overview of the deal with SCDOT regarding on the trestle
on Woodruf Road. SCDOT would take the trestle out but when GCEDC puts rail service
on line SCDOT would have to come back and put the trestle in place.

Mr. Bill Lee, from the City’s Public Works Division, explained that there are two trestles
the city is looking. The trestle in question is on a second rail line.

Mr. Seals indicated that he is not sure the trestle belongs to the GCEDC although is on
its right-of-way.

Mr. Lee indicated that this trestie has been a nightmare and causing flooding probiems.
in August 1995, October 1997 and last year in October, the river overflowed five or six
times a year. Flooding occurs on City’s complexes on Willard and Hudson Streets, CSX
terminal and all that area five or six times a year due to this trestle. it is in a “S” tum
causing flooding from Westfield Road. He has been cleaning the area each time there is
a flooding. - The trestle needs to be removed by the city on a cost-shared basis.

Ms. Haskell-Robinson indicated that this trestie might not belong to GCEDC. GCEDC
purchased the lower line not the upper line.

Mr. Brooks indicated that if it is on the right of way, GCEDC owes both of them. GCEDC
bought everything that it is on the right of way. Mr. Seals confirmed this statement.

City and GCEDC need to verify if indeed the trestle is on the GCEDC right of way.

Mr. Lee requested that board members need to look at it quickly so City can clean it out
and then make a decision about removing the trestle.

Mr. Brooks asked Mr. Seals to set up a date for board members to go out there with Mr.
Lee. Mr. Seals will let every one know the date for board members and Mr. Lee can go
out there and inspect.
Board members expressed that they are not sure if this trestie belongs to GCEDC.

5. Report from Greenville Chamber of Commerce on federal funding. (John DeWorken)
Mr. John DeWorken informed the Board that the federal govemment has the Railroad

Rehabilitation Program and that GCEDC could apply for this funding. He also
mentioned that there a possibility of taking the payment for purchasing the lines as

Greenville County Economic Development Corporation — September 20, 2000 Minutes
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matching funds. The Chamber has aiso inquired Congressman DeMint's office and
Senator Holland’s office about information on grants for railroads.

Mr. Seals mentioned that most application processes with the federal govemment
require individual environmental assessments. GCEDC cannot use one that is already
done with its application. He also mentioned that this is a loan program not a grant
program.

Mr. Case indicated that it would be cost effective for GCEDC to borrow the money from
the County and not from the federal government since the County has a “AAA” bond
rating and the cost of the loan from the County would be less than the cost of the loan
from the federal govemment.

Mr. Brooks indicated that before doing any work on federal funding, the Chamber should
notify GCEDC first.

No action taken.
6. Proposal from possible operator for G&N rail line. (Gerald Seals)
The proposal includes:
s Placement of a locomotive on the line to services customers already there, and
= Make repairs to the line.
The proposal does not indicate that the fee the only two industries would pay would be

enough to pay his operating expenses. The possible operator, however, has verbally
mentioned that the two customers would pay for his operating costs.

Mrs. Patricia Haskell-Robinson indicated that there is a potential for the next five years,
i.e., warehouse could be rehabilitated.

Mr. Seals indicated that it could be a good idea to bring the two industries and find out
how would they support the development of the line and how far would that help go.

Mr. Seals' would inform the possible operator that this is on hold until the Board
discusses this matter with the two industries.

Mrs. Haskell-Robinson will look into the possibility of state grants to fund a feasibility
study of the G&N line and do a revenue analysis.

7. Rail Grade Crossing Program — SCDOT May 17, 2000 letter. (Gerald Seals)

Legal counsel Andy White will draft a response letter to the May 17, 2000 SCDOT
correspondence.

8. Procurement Process. (Andy White, Nick Nicholson)

The Board discussed the procurement process. Because railroads are highly regulated
by the federal govemment, it is better to have clear regulations goveming this process.

Greenville County Economic Development Corporation -- September 20, 2000 Minutes
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The Board will adopt a procufement process similar to the County’s by resolution during
the next meeting.

9. Amendments to GCEDC By-Laws. (Andy White)
It is not necessary to amend the GCEDC By Laws.

10. Crossing deficiency at Hampton Avenue and Cedar Lane Road (183). (Patricia Haskell-
Robinson)

;I'his crossing is not on GCEDC's right-of-way.

Mrs. Haskell-Robinson indicated that there has been a previous attempt to close this
crossing. However, a railroad operator assisted in halting this attempt.

Mrs. Haskell-Robinson will draft a letter to SCDOT and notify Norfolk Southemn that
GCEDC needs that connection for the northemn line.

11. Change of mailing address (for information only). (Patricia Haskell-Robinson)

GCEDC has a new mailing address: 301 North Main Street, Suite 1700, Greenville, SC
29601. Mr. Seals indicated that his office will be probably moving to another suite in
about two months.

12. Executive Session.

13. Old/New Business.

Mr. Strub indicated that SCDOT would provide him with the plans for the bridge on the
Woodruff Road widening project near Laurens Road. As soon as he gets the plans, he
will present them to the Board. :

14. Next GCEDC ~ Board of Directors’ meeting:

Date: October 18, 2000 Time: 4 p.m., Location: Conference Room “A”.

“

The Board of Directors of the Greenville County Economic Development Corporation approved these
minutes:

Without amendments on /o//?'/a?ODO

Q With the following amendments on

Greenville County Economic Development Corporation — September 20, 2000 Minutes
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N Greenville County Economic Development Corporation (GCEDC)
C : : Board of Directors Meeting
. Minutes
July 21, 1999 - 3:00 p.m.

Board of Directors Present: Peter Strub
Patricia Haskell-Robinson
Dozier Brooks
Stephen Selby
Board of Directors Absent:  Paul B. Wickensimer
President ‘Gerald Seals
Legal Counsel: Wesley Crum
* Board of Directors reviewed the draft encroachment application. Final application document
will be submitted at a later date for approval.

» Board of Directors reviewed and approved the GCEDC Rail Corridor Preservation Policy
with corrections suggested.
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GREENVILLE COUNTY ECONOMIC DEVELOPMENT CORPORATION !
Rail Corridor Preservation Policy C :

The preservation of rail corridors through the acquisition of strategic corridors by
Greenvilte County Economic Development Corporation (“GCEDC”) is in the public
interest for the people of Greenville County and is an integral and necessary part of a

balanced transportation system.

L Background

GCECD is charged with preserving transportation corridors. Preservation of railroad
corridors for future freight and passenger transportation requires that the integrity of the
rights of way be maintained. Therefore, GCEDC must develop a systematic approach to
supervise and manage the public’s interest in maintaining the corridor as suitable for the
purpose of active rail or cooperative transportation.

IL. Corporate Statement

GCEDC shall have the responsibility to the public to maintain rights of way in the rail
corridor in such a manner as to allow for transportation use. GCEDC shall own the land
encompassing the rail corridor. GCEDC must not become active in the operation of the

railroad itself.

If an operator is under contract to operate a designated segment of the corridor, such
operator shall be solely responsible for developing a rail corridor maintenance and

management plan.

Where an operator has not been engaged, GCEDC shall develop a rail corridor
maintenance and management plan. This plan shall include and address, but is not
limited to, the following areas: interim rail line uses and changes (if applicable); annual
budget for maintenance, enhancements, signs, etc.; land development and/ or
revitalization along the line, potentially including commercial, industrial, and residential
development; buffers between the right of ways and residential, commercial, and
industrial areas; public safety, whether by foot, bicycle, motoring, etc.; encroachment and
utility matters; hazardous materials disposal, dumping, and litter control along the
corridor lines.

III. Encroachments

' Removal
In instances of an unauthorized encroachment where an agreement cannot be reached
with a property owner, GCEDC shall initiate any and all steps necessary to remove the

encroachment. GCEDC may assist in the removal if necessary and appropriate. Any \
expense incurred by GCEDC throughout the removal process shall be the sole
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responsibility of the party encroaching on the right of way. GCEDC may take legal
action for the purpose of recovering appropriate removal costs and expenses.

At such time as the rail corridor may be returned to active transportation use, any existing
encroachments interfering with the intended use of the rail corridor shall be removed,
relocated, or adjusted. GCEDC shall require the removal or adjustment of any interfering
encroachment upon GCEDC giving written notice for a minimum term of not less than

one-hundred twenty (120) business days.

Reimbursable Costs

The encroachment agreement applicant shall be exclusively responsible to GCEDC for
any unusual costs or expenses incurred by GCEDC in reaching an encroachment

agreement. Such expenses and costs may include, but are not limited to, expenses and
costs associated with a survey, rent study, appraisal actual costs, and all administrative

costs.

Performance and indemnity bonds may be required from the applicant of an
encroachment agreement or the applicant’s contractor before construction may begin on
the railroad corridor right of way. When requiring a performance and indemnity bond,
GCEDC shall at all times follow the existing bond requirement guidelines maintained by
the South Carolina Department of Highways and Public Transportation (“SCDOT”) in
SCDOT’s Access and Roadside Management Standards.

IV.  Uses of the Rail Corridor

Private Use

Upon entering into a suitable agreement with GCEDC, a property owner adjacent to the
preserved rail corridor shall be permitted to use and maintain the corridor to the
centerline of the right of way for private, non-commercial use until such time as GCEDC
notifies such property owner that the corridor shall be returned to cooperative
transportation use. Other than the standard application amount and amounts necessary to
restore the right of way or rail line to its initial condition, reimbursement costs shall not
be required. If the track remains in place, the adjacent property owner may use and
maintain GCEDC’s right of way up to a point not to exceed fifteen (15) feet from the
centerline of the track until such time as the rail corridor is returned to active rail or
cooperative transportation use.

Existing Nonconforming Use
a. Assignments
Historically, the railroads have allowed the use of the railroads’ property for private and

commercial use. Commercial use of the rail corridor property shall be handled by
GCEDC in a professional and business like manner using appropriate rental or lease
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/ agreements. No use will be permitted which interferes with the use of any portion of the
corridor as an active railroad within the meaning of the Federal Surface Transportation C

Board.
b. Agreements

The general policy of GCEDC shall be that real property owned by GCEDC, as with any
other County agency, may not be sold, leased, or otherwise rented at a rate less than the
fair market value to any private entity that operates, or is established to operate, for profit.
Therefore, if GCEDC’s property is used for commercial ventures of any kind, an
agreement based on current fair market value must be executed. Provided, a minimum
yearly rate of $100.00 shall be charged for any commercial encroachment. Rates shall be
based on comparable industry standards and land values in the areas adjoining the rail
corridors. Any and all funds collected by GCEDC shall be earmarked for corridor
management and maintenance. All agreements shall be cancelable if the use becomes
incompatible with the use of the rail line for railroad purposes.

GCEDC shall periodically review and assess its existing commercial agreements. As a
result of such review, GCEDC may accordingly adjust the rates and terms of the
commercial agreements based on a full consideration of fair market value.

V. Other Uses

As the owner of the property encompassing the railroad corridor, GCEDC shall attempt .
to accommodate the recreational use of its property in addition to the railroad corridor’s < 2
primary use for transportation purposes. To foster the potential recreational uses of the
railroad corridor, GCEDC shall explore the possibility of installing a multi-purpose trail

in conjunction with the rail corridors. Any and all uses of the railroad corridor must be

safe to all users. GCEDC shall make reasonable attempts to utilize vacant space

alongside the railroad. Such vacant spaces shall be separated by either significant and

substantial grading, fencing, or pr vegetative screening. GCEDC shall fully explore the

possible dual use of the rail corridor through the assistance and participation of the

citizens of Greenville County.

VL.  Adjacent Property Development
GCEDC will coordinate with local planning agencies to encourage land development
which shall be harmonious with the development of the preserved rail corridors and

future transit options. Provided the requests of the adjoining land owners shall not
interfere with the development of the transit options.

VIL. Crossings
The safety of the traveling public, whether by foot, bike, motor vehicle, or transit use, is -
of the utmost importance. If an operator is under contract to operate a designated

segment of the corridor, such operator shall be solely responsible for making any and all
decisions regarding crossings. (y
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C Where an operator has not been engaged, GCEDC shall make relevant decisions

- regarding crossings. GCEDC shall make every reasonable effort not to land lock
property owners. GCEDC shall not be responsible for the safety or design of requested
crossings or travelways. GCEDC shall discourage new at-grade street and driveway
crossings for rail corridors owned by GCEDC. GCEDC shall request that local
government entities along theses rail corridors discourage new crossings in adopted
plans, zoning changes, site plan approvals, and building construction approvals. GCEDC
shall encourage the consolidation and closure of crossings where practicable.

GCEDC shall employ the expertise of County Engineer to be responsible for limited at-
grade crossings when issuing driveway permits and installing driveway pipes and related
fixtures that access property along preserved rail corridors. Driveways along preserved
rail corridors shall not be installed or initiated without the prior written approval of
GCEDC and County Engineer.

. VIIL Federhl Enhancement Corridors

Rail corridors that are purchased with Federal funds must follow Federal guidelines for
right of way disposition. Applicants for agreements shall be exclusively responsible for
any and all administrative, appraisal, and any Federal enhancement fees associated with
the review of potential new at-grade crossings, leases; licenses, or utility encroachments
of rail corridors owned by GCEDC. GCEDC shall establish appropriate requirements
and procedures for the review and recommendation of new crossing applications.

IX. Clearing the Railroad Right of Way....

Unauthorized use, littering, clearing or cleaning of the rail corridor right of way shall be
strictly prohibited.

If an operator is under contract to operate a designated section of the corridor, such
operator shall be solely responsible for clearing and maintaining the railroad right of way.

If an operator has not been engaged to operate a designated section of the corridor, the
responsibility for the maintenance of the corridor shall remain with GCEDC.

X. Removal of Materials

Removal of railroad ballast or other track materials shall not be permitted without written
authorization from GCEDC. Theft of railroad materials shall be prosecuted to the fullest
extent of the law. All material removed from the corridor without written authorization
shall be either replaced promptly or compensation paid based on the current market value

of the material.
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XI. Hazardous Material

Ifan operator is under contract to operate a designated section of the corridor, such
operator shall be solely responsible for any and all hazardous materials stored or

transported on the corridor.

If an operator has not been engaged to operate a designated section of the corridor,
GCEDC shall adopt appropriate policies relating to hazardous materials. Disposal of
hazardous material on the corridor is strictly prohibited. The storing or transportatlon of
hazardous material on a right of way shall be permitted only in such instances as are in
compliance with the permits, rules, and regulations of the South Carolina Department of
Health and Environmental Control (“SCDHEC”) and the South Carolina Department of

Transportation..

Should a spill occur, the applicant shall be responsible for the cleanup of any hazardous
material to the satisfaction of SCDHEC or the Federal Surface Transportation Board.
The responsible party shall hold GCEDC, SCDHEC and the Federal Surface
Transportation Board harmless from all costs, fees, fines, or assessments incurred or
imposed as a result of the spill.

XII Dumping

Dumping shall be strictly prohibited on the rail corridor. Any individuals or other parties
discovered dumping on the right of way shall be prosecuted to the fullest extent of the
law. The party responsible for unauthorized dumping of materials shall be fully liable for
the resulting cleanup. Any and all costs associated with the cleanup shal! be the
exclusive responsibility of the responsible party.

o .
Adopted, this 2 /= day of ;kﬁ , 1999,

Patricia Haskell-Robi

ATTEST:
Gerald Seals, President
Greenville County Economic Development Corporation
\
"
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STATE OF SOUTH CAROLINA )
IN THE COURT OF COMMON PLEAS

COUNTY OF GREENVILLE )

Groome & Associates, Inc.)
and Lee K. Groome,

COPY

01-CP-23-2351

Plaintiff,
_Vs_
" Greenville County

Economic Development
Corporation,

)
)
)
)
)
)
)
)
)
)
Defendant. )

DEPOSITION QF PETER M. STRUB

Pursuant to notice and/or agreement of the parties,
the deposition of Peter M. Strub Chase was taken
commencing at the hour of 9:05 a.m. on the 28th day of
October, 2003, at the office of the Haynsworth Sinclair

Boyd, PA, 11ith Floor, 75 Beattie Place, Greenville, South

Carolina.

REPORTED BY: B. Dale Campbell

CANNON COURT REPORTING
112 Manly Street
Greenville, South Carolina 29601

(864) 232-9517
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Located in Greenville.
Were you involved in any acquisition of any rail
line in that area?

No.

So the work was limited to design?
Not evén design. It was just -- I mean, looking at
the planning, say looking at a corridor and trying
to determine what needed to be done to get it down
to two hours or less travel time.

Okay, I understand. What’'s the status of that
project?

Currently right now I believe it'’s actually going
through the environmental and parts of it being
designed.

Are you still involved with that?

No.

Tell me, Mr. Strub, you’'re -- I understand you're
currently the treasurer of the Economic Development
Corporation; is that correct?

That’s correct.

Can you work backwards and give me your history on

the board?

4 .
I’'ve been on the board since its inception around

June of 1999, I believe, when the rail line was

purchased. And from that time frame operated as the
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DEPOSITION OF PETER M. STRUB 22

it says. That first sentence says that, the "County
is acquiring the rail line -- in order to preserve
the corridor for rail freight operations and for a -
light rail system that may be established to serve
the County." Is that correct?

Yes.

Was that your understanding that that was the intent
of the purchase of the line?

To preserve the corridor, yes.

And for a light rail system established to serve the
County?

At a future date, yes.

Has there ever been any traffic over the line since

the Corporation’s purchase?

‘Any type?
Yes, sir.
No.

The next sentence says the, "County plans to
continue rail freight operations -- through service
provided by third party operators;" is that correct?
That was our intent.

And that’s never been done, correct?

Yes.
Okay. And further it says that, " ("STB") approval
is required for --" the "County to abandon, and the




\
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1 mean, listening to him. And that’s -- that’'s all T
2 recall. I mean --

3 Q. Were you sympathetic to his position?

4 A. I would say that I understood, I mean, his issues

5 and his concerns. If ~-- and I don‘t recall, but

6 more than likely I stated that, I mean, we’re in a

7 -~ caught between a rock and a hard place, that our
8 effort was to -- not to have a line abandoned. 1If

9 the line was abandoned, I mean, service would never
10 have the potential of ever being reinstated. So, I
11 mean, our goal was to preservevthe line, to be able
12 to operate rail service on the line and, I mean,

13 we’ve been working very diligently in trying to

14 obtain funds to get it back, to rehabilitate it and
15 get it back into operation. But until somebody gave
16 us a pot of money, I mean, our hands were tied.

17 Q. Did you believe at the time you were having

18 discussions with Mr. Groome that the Corporation had
19 an obligation as a common carrier to provide rail
20 service to Mr. Groome?

21 MR. WHITE:
22 Object to the form of the question.

23 WITNESS CONTINUES:

24 A. Restate the question.

25 Q. Yes, sir. When you had this conversation with Mr.

—
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(Court reporter marks Plaintiff’s Exhibit Number 5,
Rehabilitation of the Greenville and Northern Railroad,
3 dated 2-27-03, attached hereto) ‘

4 EXAMINATION CONTINUED BY MR. STMMONS:

5 Q. Mr. Strub, I think we’re on Number 5; is that
6 correct?
7 A. That’s correct.
8 Q. Yes, sir. This is a one-page document captioned,
9 "Rehabilitation of the Greenville and Northern
10 Railroad (County of Greenville, South Carolina);" is
11 that correct?
12 A. That’s correct.
13 Q. Are you familiar with this document?
14 A. I prepared it.
15 Q. Okay. And just tell me briefly what it represents.
16 A. Basically our cost estimate. Working with an
17 upstate rail contractor, construction contractor,
18 that went out and toock a look at the line, what it
19 would cost to rehabilitate our northern section of
20 the line.
21 Q. This is just the northern section?
22 A. It's 9.8 miles.
23 Q. Who is the contractor with whom you worked?
24 A. J.B. Russell & Sons.
25 Q. And any particular contact person?

—
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never had any service. I mean, and that, I mean,

service was stopped prior to us obtaining this.
That, I mean, our goal was to preserve the rights-
of-way and the opportunity to provide rail. We’d

been working diligently in trying to seek funding.

Sure.

and we haven’t been able to do so, so far. And as a

result, I mean -- I mean, he led me, I mean, to one
of either two actions that we could do, either
abandon it or the discontinuance of service. And in
talking with him, I mean, in order to preserve the

rights-of-way, I medn, the discontinuance of service
was the appropriate action to take.

So he did not suggest to you that it’s inappropriate
for a common carrier to file for a discontinuance of
service when it has not provided service; is that
what you’re saying?

Yes, i believe so.

Finally on that group of exhibits, which I think we
numbered 9, there’s a letter dated May 1l6th

addressed to you from Mr. Clemens; did you receive

that one?
Uh-huh (affirmative).
And he talks about -- I mean, you had said, we'’'d

plan to file a notice for discontinuance, correct?
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425 Fairforest Way
Greeaville, SC 29607
March 22, 2001

Duke _
& Electric,
Transmission.

A Duke Energy Company

Lee Groome
PO Box 729
Travelers Rest, SC 29690

Subject: Rail line needs
Dear Lee,

I have been talking with Doug Ward and find both our companies have 2 common
need and interest. I will attempt to describe our need to you so you can possibly use
this on your behalf to reactivate the no longer used Rail Track.

Duke Energy has a large substation located close to the rail line called our North
Greenville Substation. When we built this substation some 30+ years ago we built a
rail spur from the center of our substation out to the main track with a switch to
allow equipment to be brought into the station or removed from the station. This
has worked well until recently. Last year we had a major transformer to fail in the
Newberry area and needed to transport one of the large transformers from our
North Greenville substation to the Newberry area. When we contacted CSX to
make the arrangements to bring a rail car into our station to load the unit onto, we
found that the rail is now owned by Greenville County. Since it has not been
maintained, we cannot get a major rail carrier to cross this section to our
spur/switch to enter our substation. As a result we had to contract to have it
transported by truck from the substation to the nearest rail siding where it could be
loaded onto a rail car. This was quite a surprise and cost an additional $100,000 to
move. We will have a replacement transformer coming back into the station later
this year with the same problem and the same added expense.

It would be much more economical to use this rail to carry items into or away from
our substation. And I think your plant could use this rail to pick up / deliver items
to your plant.

I hope this helps you understand our common interest in returning this rail line to
an operational status.

Sincerely,

C.J. Petty, JI' PE
Manager — Engineering/Tech Support

.\







GERALD SEALS

) STATE OF SOUTH CAROLINA IN THE COURT OF COMMON PLEAS
COUNTY OF GREENVILLE CASE NO. 01-CP-23-2351

GROOME & ASSOCIATES, INC. AND
LEE K. GROOME,
Plaintiffs,
vs.
GREENVILLE COUNTY ECONOMIC
DEVELOPMENT CORPORATION,

COPY

Defendant.

DEPOSITION OF GERALD SEALS

DATE TAKEN: December 22nd, 2003
TIME BEGAN: 2:09 p.m.

TIME ENDED: 4:12 p.m.

LOCATION:

Haynsworth Sinkler Boyd, P.A.
75 Beattie Place

Greenville, South Carolina

REPORTED BY: Deanna M. Bair, CCR
Certified Verbatim Reporter

Notary Public for South Carolina

GALLAGHER COURT REPORTING
864-234-5744
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Page 75
put it into a certain condition so it could

operate.

Did you agree with that?

I didn't agree or disagree.

And why not?

Not my job.

Whose job was it?

Council, it's a policy issue.

Okay. Did you tell Mr. Groome or Mr. Mathena
during these meetings that the county already had
half of the money to make the repairs?

My -- that's not my recollection. My recollection
is that I don't recall how much it was to do the
repair. What I recall is that I may have said
that the county had the money to do the repairs to
meet the minimum viability requirements, but that
there was a process that needed to -- the council
had to go through in order for that money to be
released for that purpose. We talked specifically
about what did that mean. I would have --
meaning, the discussion turned from Mr. Groome's
perspective to where -- he was very intense and
adamant about, what about all of this money, all
the surplus the county was sitting on, and why

couldn't the county just use that money.

GALLAGHER COURT REPORTING
864-234-5744
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And so we had a lot of discussions about, yes,

the county had the money in an absolute sense, but
it had to be budgeted for that specific purpose.
And that my intentions were to proceed with
putting it in the budget for that purpose so that
the bridges would be repaired.

Okay. Did you ever speak with anybody at Greg
Walton about operating the line?

I don't know.

You don't remember that?

I don't know. It's possible.

Do you remember talking to any other potential
operators?

I remember, vyes, there was more than one.

Do you remember any names of anyone you talked
with?

No, I don't remember actually sitting down in a
meeting with -- I remember that we -- there may
have 'been some sort of correspondence put out.
Héw'formal the solicitation was, I don't recall
without looking at the file. And I believe that
there were at least two, perhaps three, entities
approached in an informal preliminary way about
whether or not they might be available to operate

a line.

GALLAGHER COURT REPORTING
864-234-5744







GROOME & ASSOCIATES, INC.
SUPPORT FOR DECEMBER 8, 2003 LETTER
REGARDING LOSSES FROM 6/1/99 TO 7-31-03

Schedule 1
Lost Net Income (62,007 (Exhibit A) x4 1/6) $ 258,363
Actual Losses:
Retained Earnings 7-31-99 (Exhibit B) $(63,241)
Retained Earnings 7-31-03 (Deficit) (Exhibit C) 501,548 438,307
Total Lost Net Income and Operating Losses $ 696,670
Schedule 2
Salary Reduction ($204,800 (Exhibit D) Per Year 2000-2002 and
7/12 of 1999 and 2003 and 5 7/12) $ 853,333
Schedule 3
Office Rent Reduction (Exhibit E) $ 357.000
Schedule 4
Profit Sharing Elimination 2000-2002 + 7/12 of 1999 + 7/12 of 2003
($52,260 (Exhibit F) per Year x 4 1/6) $ 217,750
Less Amounts Paid for Administration
For the Year Ended 7-31-00 (Exhibit R) 1,988
For the Year Ended 7-31-01 (Exhibit S) 1,557
For the Year Ended 7-31-02 (Exhibit T) 5,145 8,690
Total Profit Sharing Elimination $ 226,440
Schedule 5
Additional Freight Costs (Cathy Hicks Schedule - Exhibit G) $ 285,243
Less: Included in Loss in Schedule | (285,243)
$ 0
Schedule 6
Income Tax and Penalty on Premature Profit Sharing Withdrawal 2002:
Income Tax - Federal Exhibit H $ 74,052
Penalty - Federal - Exhibit H 28,125
Income Tax - South Carolina - Exhibit H 18,094
Income Tax and Penalty on Premature Profit Sharing Withdrawal 2003 Exhibit BB 20,000 $ 140,271
Schedule 7
Monthly Losses Subsequent to July 31, 2003
Loss Net Income ($62,007 x 1/12) $ 5,167
Salary Reduction ($204,800 x 1/12) 17,067
Office Rent Reduction 15,000
Profit Sharing Elimination ($52,260 x 1/12) 4355
Total Monthly Losses Subsequent to July 31, 2003 $ 41,589
Additional Losses Subsequent to July 31, 2003.
$41,589 x 16 $ 665424
Total $ 3,207,167
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