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[ INTRODUCTION

T he Central Oregon & Pacilic Railroad. Inc. ("CORP™) respectiully submuts this
Application sccking authority under 49 U S C § 10903 for CORP's abandonment of, and
discontinuance of scrvice on. a linc of railroad known as the Coos Bay Subdivision. which
consists of (1) the Coos BBay Branch (which 15 owned by CORP}, and (2) the Coquille Branch
and L.PN Branch (which are lcased by CORP).! Specilically. this Application secks authonty for
CORP 10 abandon the Coos Bay Branch between Milepost 669.0 near Vaughn, OR and Milepost
763 13 ncar Cordes. OR. a distance ol 94 13 miles in Coos. Douglas and Lanc Counties. OR (the
“Abandonment Segment™). CORP also sceks authority o discontinue service over those
scgments of the Coos Bay Subdivision that are leased by i1, including (1) the Coquille Branch
between Milepost 763.13 near Cordes. OR and Milepost 785 5 near Coguille. OR. a distance of
23 37 miles. which is leased from Union Pacific Railroad Company (“UP™) 2, and (2) the 1PN
Branch between CORP Milepost 738.8 and LPN Branch Milepost 2.0, which 1s leased from
Longview, Portland & Northern Railway Company (“LIPN™) (collectively, the "Discontinuance

Se;g,mlt'nl“).3

' CORP's Coos Bay Subdivision consists of the Abandonment Segment. the Iiscontinuance
Scgment, and the hine between Vaughn and Eugene, OR  CORP doces not propose to abandon its
linc between Vaughn and Lugene, OR - Nevertheless. for convenience, the Abandonment
Scgment and the Discontinuance Segment are relerred to collectively in this Apphcation as the
~Coos Bay Subdivision.”

® In 2001 CORP discontinued service over the section of the Coquille Branch between Mileposts
785.5 and 786.5. Sve Central Oregon & Pacific R R, Inc —Dicontinuance Exemption —in Cooy
County, OR. STB Docket No. AB-515 (Sub-No. 1X) (served Oct, 27, 2000).

3 CORP is also discontinuing service over the 3 5-mile Port of Coos Bay North Spit Rl Spur,
which diverges [rom Roseburg Forest Products’ North Spit Rail Spur at CORP Milepost 763.20
at Cordes. OR 1 he Board does not have junsdiction over CORP’s discontinuance of service
over this spur track. See 49 U.S.C. § 10906.
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Under the goyerming statute, an application to abandon or discontinue service over a rail
line should be granted where “the present or (uture public convenience and necessity require or
permit the abandonment or discontinuance.™ 49 U.S.C § 10903(d). sev, ¢ g , Unton Pac R R
Co  Abandonment in Lancaster & Guge Cnis . NE, and Muarshall Cty, KS, STB Docket No
AB-33 (Sub-No 140) The Board implements this standard by “balanc|ing| the potential harm
to affected shippers and communities against the present and (uture burden that continued
operation could impose on the railroad and on interstate commerce ™ fd (citing Colorado v
Unmited States, 271 1 S 153 (1926))

In this case, the balance weighs decidedly in favor ol approving the Application. CORP
has incurred massive losses [rom operation of the Coos Bay Subdivision In the twelve months
prior 1o the embargo of the Coos Bay Subdivision in September 2007." the Iine generated an
avoidable operating loss of approximately $[ | million. See l:xxh 1 and V S Baranowshi
I rafTic on the linc has deelined by 11 percent sinee 2006 and by 37 percent sinee 2003 V' S
Williams at 3 ‘The decision by a major shipper, Weverhacuser Corporation, to close its paper
manutacturing facility at Cordes, OR 1n 2004 resulted in the loss of approximately 3.000
carloads of rail traftic per year on the line. Fraffic volume on the line has continuced to exhibit a
downward trend, with total volumes of 5.193 carloads in 2005, 5,363 carloads 1n 2006 and 4.018

carloads in 2007 (through the date of the embargo)  This downward trend in rail shipments has

* Because no traftic has moved over the Coos Bay Subdivision since 1t was embargoed 1n
Scpiember 2007, for the purposes of this Application CORP defined the Base Year as the twelve-
month period betore the ling was embargoed— ¢ | September 2006 through August 2007 In
similar situations where an embargo preceded the abandonment application the Board has used a
12 month period before the embargo as the base yvear  See Bovton & Mame Corp —
Ahandonment  in Evsex Cty, AfA & Rockingham Cty . NI Docket No AB-32 (Sub-No 90)
(Oct. 3, 2001). fdaho No & Pac R R Co —Abundunment Lxemption—in Wallowa & Umon
Cries , OR, Docket No AB-433X (Mar 12, 1997} (rejecting carrier’s proposed base year
because 1t included time when line was embargoed).
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occurred for most of the shippers on the Coos Bay Subdivision. V.S, Williams at 3. CORP is
unaware ol any potential new source of rail trallic that would come close to olfsetting these
substantial traflic losses.

Nor can CORP offset the loss of business by increasing rates on the remaining traflic that
uscs the line  As witness l.undberg explains, the vast majonty of the trallic that moycs over the
Coos Bay Subdivision is handled by CORP for the account of UP  CORP docs not have the right
10 sei rates for, or lo impose surcharges on, that traffic, rather, CORP receives a 1lat “Handling
Carnier Charge™ for each loaded car that it handles on UPs behalf. Annual adjusiments to the
Handling Carrrer Charge are limited 10 | |
| | Thus, unlike most railrouds, CORP cannot take pricing actions to enhance its revenues
{rom most of the traflic that 1t handies on the Coos Bay Subdivision The Handhing Carner
Charge that CORP reccives has not kept up with increases in CORP’s costs in recenl vears  See
Lxhibit 1: V.S, Baranowski at 15.

To make matters worse, the Coos Bay Subdivision 1s currently embargoed and cannot be
reopenced without a major capital expenditure to repair the tunnels on the line (which are nearly a
century old). In the absence of any realistic prospects for reversing the large operating losses
incurred by CORP 1n operating the Coos Bay Subdivision. such an investment -- estimated to be
$2 9 milhon m the {irst 6-12 months and an additional $3 8 milhion within 12-48 months —
cannot be cconomically justified V § Lundbery at 5-6 and Attachment 1 Spending millions of
dollars to reopen a line over which CORP 1s experiencing such large operating losses would
divert funds that could otherwise be used to address the capital needs of other portions of
CORP’s system. In short, requinng CORP to restore service and to conlinue operating the Coos

Bay Subdivision would impose a heavy economic burden on CORP and on interstate commerce
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Conversely, the potenual harm 1o shippers from the proposed abandonment and
discontinuance of service 1s limited  Almost 97% ol the traflic on the Coos Bay Subdivision
consists of lumber and forest products. V.S Williams at 5 and Attachment C  Runlroads face
vigorous and pervasive intermodal competition™ from motor carriers for those commodities.
See Rl General Exemption Authoritv—Lumber or Wood Products, Ex Parte No 346 (Sub-
No. 325). 71.C C 2d 673.676 (199]1) As witness Williams shows, shifling the traffic handled
by the Coos Bay Subdivision to direet truck service (for shipments up to 300 miles) or truck-rail
transload service (for shipments moving longer distances} would increase shippers’ costs by an
average of |1 percent Thas increased expense pales in comparnson to the massive losses that
CORP would incur to rehabilitate the tunnels and to resume operations on the hine  In any event.
the Board need not hypothesize about whether such modal alternatives to CORP rail service are

feasible — shippers on the Coos Bay Subdivision arc aclually exercising those trunsportation

options todav. ‘The Board has made clear that the tuct that a proposed abandonment might cause
shippers “some inconvenience and added cxpense” is not sullicient *to outweigh the detriment to
the public interest of continued operatton of uneconomic and excess facilities ™ Grand Trunk 1V
R R, Inc - .1bandonment—in Macomb & Oakland Cryy, MI.STB Docket No AB-31 (Sub-

No. 33) (Dcc. 23. 1998, see also Union Pac R R Co  Abandonmeni—in Lancaster & (Guge
Ctys , NE, and Marshall Cry . KS, S18B Docket No. AB-33 (Sub-No 140) (same), Boston &
Muine Corp —Abandonment  in Hartford & New Haven Crps . C1, STB Dochet No AB-32
(Sub-No 83) (Apr 22, 1998) (samc) Iere. the fact that some shippers may have to pay more
for motor transpertation than for rail service is not suflicient reuson to force CORP to continue Lo

provide rail serviee at a substantial and continuing loss
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I1. SUMMARY OF EVIDENCE
A, The Coos Bay Subdivision Generates Significant Avoidable Losses

I'he Coos Bay Subdivision generated an avoidable loss of approximately $1 3 million
during the Basc Year. This operating loss is the product of several factors. including the decline
in traffic on the Coos Bay Subdivision since 2004, the high cost of operating and maintaining a
rail linc 1n the rugged terrain where the Coos Bay Subdiyision 1s located, and CORP’s Luch of
pricing authority over traffic moving on the line. In 2002 and 2003 the Coos Bay Subdivision
was margally profitable, generating positive operating income of approximately $| ] in
2002 and $] 1in 2003. However, in 2004, a major shipper on the hine, Weyerhacuser
Corporation. ceased operations at 1ts paper manufactuning facility at Cordes, OR  The closure of
that plant, which historically gencrated approximately 3,000 carloads of rail business annually,
caused a precipitous decline in the total volume of traltic moving over the Coos Bay
Subdivision, from 7,574 carloads in 2003 to 5,408 carloads in 2004, See V.S, Lundberg at 4
‘Traffic volume on the line has continued (o exhibit a downward trend, with total volumes of
5,193 carloads 1n 2005, 5,363 carloads 1n 2006 and 4,018 carloads 1in 2007 (ithrough the date of
the embargo)  See Williams V'S at3  The total number of carloads mos ing over the line
duning the Base Year (Scptember 1, 2006 August 31. 2007), the latest twelve-month period
during which the line was open. was 4.773 carloads. This represents a dechine ol 11 pereent

simce 2006, and 37 percent sinee 2003

5 The small increase in traffic from 2005 1o 2006 was attributable 10 new business from
Southport I'orest Products, which began shipping traftic from a facility located on the newly-
constructed North Spit Spur in late 2005 See V S. Williams at 3. However. tratlic from
Southport Forest Products declined in the Base Year. In any event, the modest traffic gencrated
by the North Spit Spur projcct has not been nearly enough to offsct the loss of Weyerhacuser's
business
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As witness Williams shows. the downward trend in rail smpments has aflected most of
the shippers on the Coos Bay Subdivision. Georgia Pacific Corporation, by far the largest
shipper on the line, shipped | | curs during 2005. but only | Jcarsin2006and| |cars
during the Base Year. T'he trafTic of Roscbhurg Forest Products increased somewhat from | |
cars to| | from 2005 10 2006. but declinedto [ | cars during the Base Year See V.S
Williams at 3 and Attachment B. Rail shipments by cach of the other customers that shipped
more than 100 cars in 2005 fell precipitously. American Bridge Manufacturing Corporation™s
traffic declined from [ ] cars in 2005 to only [ § cars duning 2006 and | ] cars during the Basc
Year. Durawood ‘Treating Company’s traffic declined from | ] cars in 200510 | ] cars in 2006
and | ] cars during the Base Year Thomas & Sons. which shipped | ] carloads in 2005, shipped

only [ ] car in cach of 2006 and the Base Year yet that single car ranhed Thomas & Sons as one

of the hines “top ten shippers™ in the Base Year In short, the Coos Bay Subdivision has
expericnced a substantial and ongoing decling in traflic across virtually all customers
Based upon current circumstances, it does not appear likely that CORP can attract

sufficient new business from other sources to offset these trallic losses. ‘T he two largest rail
shippers on the Coos Bay Subdivision, Georgia Pacific and Roseburg Forest Products,
collectively account for approximately | | percent of all rail shipments moving over the linc in
the Base Year See V.S, Williams. Attachment B. Only onc other customer (|

]y currently ships more than 100 carloads per vear  Nor does the Coos Bay Subdivision
enjoy significant trallic diversilication from a commodity standpoint 1 o the contrary, lumber
and lorest producets account lor almost 97 percent of all traliic that moved over the Coos Bay
Subdivision during the Base Year See «d at Attachment € unher, rail trallic on the Coos Bay

Subdivision is highly concentrated at two stations, Coos Bay and Coquulle, both of which are
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located near the southern ¢nd of the line  Indeed. 1n 2007, 96 percent of all carloads moving over
the linc originated or terminated at Coos Bay or Coquille  See «d at Attachment ). Other
stations along the 118.5 miles of rail lines that are the subject of this Application generate little,
il any. sustained rail traffic In 2007 traffic onginated or termimated at stations other than Coos
Bay or Coquille totaled only 147 cars, or less than 3 cars per week. See id CORP 15 not aware
ol any potenual source of new rail traflic in the foresecable future that would enable CORP to
operate the line profitability.

CORP cannot ollset the loss of business over the past several years by increasing rates on
other trallic that uses the line. ‘The rail hines operated by CORP were acquired (rom UP's
predecessor. the Southern Pacific I'ransportation Company (S17") 1n 1994 Al the time of the
agequisition, CORP was owned by shortline operator Ral fex, Ine ("Raltex™)  Railtex was
acquired by RaillAmenica in Junuary 2002, Under the terms of a “Coopcerative Marheting
Agreemeni”™ entered into between CORP and SP in connection with the line sale transaction,
CORP handles most traftic moving over the Coos Bay Subdivision as a “handling carnier™ for
UP  Under this arrangement, trafTic moves under a UP wavbill, and UP has sole authonty 1o
determine the rates for the traflic (including the portion of the movement over CORITs lines).
CORP receives from ULP a “Handling Carner Charge™ (currently $] | per car) for cach
loaded car that it handles over the Coos Bay Subdivision on UP's behall. See V.S, Lundberg,
Attachment 3, Eighth Amendment | he Handling Carrier Charge 15 adjusted annually by an
amount equal to |

I Inaddition. CORP reccives a fuel adjustment from UP on traffic moving for
UP’s account. The Cooperative Marketing Agreement does not give CORP any night to increase

rates, or 10 assess surcharges, on traffic that 1t handles in conjunctuion with UP Nor dees that
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arrangement provide for negotiatton of the fuel adjustment. Rather. UP unilaterally modifies the
fucl adjustment [rom time to ttme. Any increase in the Carrier Handling Charge (other than the
annual adjustment based on [ |) is likewise solely
within the discretion of UP - The annual adjustments in the Handling Carrier Charge und fuel
payments that CORP has received in recent vears have not been sufficient o keep pace with
rising operating expenses, particularly in an economic environment of dwindling tratTic volumes.
Indeed, as 1ixhibit 1 graphically demonstrates. the | | cap on the annual adjustment to the
Handling Carricr Charge 1s likely to result in increasing losses from operations on the Coos Bay
Subdivision evenf trallic were to increase significantly. As shown on L:xhibit 1, based upon the
RCAF-A. operating expenses would increase by | | pereent between the Base Year and the
Forecast Year, However, under the terms of tts arrungement with UP, CORP’s freight revenucs
would increase by only |  |percent duning the same period  As a result. even though witness
Baranowshi (conservatinvely) assumed that traffic would grow by nearlv 600 cars (or 12 percent)
from the Base Year to the Forecast Year. the avoidable loss would increase from approximately
$[ 1 million in the Base Year to $| | million 1n the Forecast Year. See Application Exh. 1.V S.
Baranowski at 15.

B. Significant Tunnel Repairs Are Necessary to Restore Service on the
Coos Bay Subdivision,

The viabilny of the Coos Bay Subdivision is further impaired by the deterioration ot
several timber-lined tunnels on the line " In October 2006, a joint inspection of the Coos Bay
Subdivision by the Federal Railroad Admunistration (“FRA™) and the Oregon Department ol

[ransportation (“ODO1™) revealed significant deterioration in Lunnel No 15 (located near

é Any attempt to portray the current condition of the wnnels as the result of alleged “neglect™ by
CORP 1gnores the lact that the tunnels are nearly a century old, and that they did not receive
substantial investment from CORP’s predecessors, including Rail'lex and SP
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Milcpost 721). CORP engaged a contractor to perform repairs to the tunnel  However. while
those repairs were being performed in November 2006. Tunnel No 135 collapsed., resulting in the
temporary closure of the tunnel and increasing the cost of repairs (initially estimated to cost
$350.000 - $400.000) 10 approximately S1 7 millon. V.S, Lundberg.

In March 2007. CORP ¢ngaged Shannon & Wilsen, Inc.. a geotechmical and
environmental services [irm. o evaluate the condition of all mne tunnels on the Coos Bay
Subdivision Shannon & Wilson inspected the tunnels during March and April 2007, and
reported therr findings to CORP*s engineers on July 16,2007 See V S lLundberg, Attachment |
(Shannon & Wilson Report). Shannon & Wilson 1dentified “severe liner and/or roch
deterioration and instability”™ in Tunnel Nos 13, 15and 18 See «/ a13 Shannon & Wilson
recommended that certain short-term repairs (“Level 1 and Level 2 repairs™) 1o Tunnel Nos. 13.
15 and 18 be performed within 12 months /o at 2.6 Shannon & Wilson advised that “[1]n our

opinion. the repairs recommended for tunnel sections that were classilied as Repair Level 1 and 2

in our July 2007 report, are necessary to continue relatively safe tramn passage ™ See 1 .

September 21, 2007 Supplement at 2 (emphasis added). The estimated cost of such immediate
repartrs is approximately $2,861,000 Shannon & Wilson also reccommended that CORP perform
more exiensive repairs (o the tunncels on the Coos Bay Subdivision within 12-48 months

("Level 3. 4 and 5 repairs™). | he total cost of ali tunnel work recommended by the Shannon &
Wilson report 1s approximately $6.7 nullion /d at 11. Esumated Construction Cost Summary
An independent inspection by FRA shortly after the embargo went into ellect “substantially
vahdate|d] the lindings documented in the Shannon and Wilson report ” FRA concluded that

“[these tunnels are hasardous 1o train traftic and maintenance operations ™ See V.S, Lundberg.

Attachment 3, 1 RA Report {(emphasis added)
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'he minimum cost o' $2.9 mullion Jor repairs that are required within 6-12 months
represents a rechabilitation cost that must be considered by the Board in analyzing the economiv
burden on CORP from continued operations. See Exhibit |

C. Shippers Who Used the Coos Bay Suhdivision Have Reasonable
Transportation Alternatives.

I'he few shippers who used ranl service on the Coos Bay Subdivision at the time of the
cmbargo have access o other transportation options.  'he Verified Statement of John Williams
detals Mr. Williams™ analysis of the transportation aptions available to shippers on the Coos Bay
Subdivision following the proposed abandonment and discontrmuance of service Mr Williams
concluded that virtually all of the traffic that CORP handled over the Coos Bay Subdivision can
readilyv be diverted erther 1o direct truck service or to truch-rail transload service. he Board

itself has recognized that lumber, plywood, and other forest products—which constitute almost

97% of the trallic on the Coos 13ay Subdivision—are subject to “vigorous and pervasive

intermodal competition™ {from motor carniers  See Rail General Iemption Authoripy—iumber
or Wood Products. Ex Parie No. 346 (Sub-No 325). 7 1.C.C 2d 673, 676 (1991). Indced. most

of the shippers who used CORP’s rail service on the Coos Bav Subdivision prior to the embargo

appear to be utilizing direct truch service or truck-rail transload services today  Mr Williams

estimated that the cost ol using cither truck service or truck-rail transloading service would, on
average, be approximately 11 pereent higher than the cost that Coos Bay Subdivision shippers
would pay for CORP-UP rail service if such service were available today

As the Board recently stated, the fact that a shipper’s transportation costs might increase
as a result of an abandonment is no reason to force a railroad 1o continue “rail service |that)
cannot be provided except at a substantial loss ™ Union Pac R R Co — .1bandonment — in

Carver & Scott Counnies MN. STB Docket No AB-33 (Sub-No. 253) (served Apnil 1. 2008)

10
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(approving abandonment in spite of shipper’s claim that abandonment would increasce its
shipping costs by $1 6 million, reasoning that “|t|here is no reason that this cost should be borne
by [the railroad| rather than [the shipper|, which is the user ol this transportation service™), see
ubso Bosvton & Me Corp - Abandonment - in Hartford & New Haven Counties, CF, S1B
Docket No AB-32 (Sub-No 23) (service date Apnl 22, 1998) {approving abandonment where a
protesting shipper claimed 25% increase in costs Irom trucking)

D. ‘The Combination of Ongoeing Operating Losses and Significant Tunnel
Rehabhilitation Costs Justifies Abandonment and Discontinuance,

Given the substantial losses incurred by CORP in operating the Coos Bay Subdivision, an
investment by CORP of at least $2.9 mullion in the short-term (and an additional $3.8 million in
the longer term —see V S Lundberg at 5) 1o rehabilitate tunnels on the Coos Bay Subdivision
cannot be cconomically justified 7 As the testimony of witness Baranowski shows, the avoidable
loss from operations on the Coos Bay Subdivision - cven before the cost of tunnel repairs 15
taken into account — was approaimately $| | million in the Base Year and would be §| } million
in the Forecast Year. With operating losses of that magnitude, and no opportunity for CORP 1o
Increase its revenuces by raising rates or attracting substanuial new business 10 the line, there 1s no
realistic prospect that CORP would be able to carn any return on such an investment * Pouring
millions of dollars into the Coos Bay Subdivision would also divert lunds that could otherwise

be available to address the capital needs of other portions of CORIP’s system

7 If rehabilitation activity caused onc or more tunnels to collapse, as occurred during the repairs
to Tunnel No 15 in 2006, the cost of perlforming even short-term repairs to the tunnels would be
substantially higher than the $2.9 million estimated by Shannon & Wilson

% UP. the carrier for whose account CORP handles most of the traffic on the hine, agrees that the
ling ~ has gencrated insullicient traltic o support reinvestment in the hine ™ See Loxhibit 4, Letter
dated Aprid 29, 2008 from J Michael Hemmer to Hon Charles D Nottingham, at 2

11
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Abandonment and discontinuance of service are plainly appropriate in these
circumstances It is well seutled that a railroad “cannot legitimately be required to expend money
to rchabilitate a line where it will lose money on the operation ™ Michael H Mever. Trusive v
N Coast R R 1uth &b'aN W Pac R R.STB Fin. Docket No 34337 (served July 27, 2005)
(citing Cht & N W Transp Co v Kalo Brick & Tile Cu , 450 U.S. 311,325 (1981)); sec. e g,
Brooks-Scanlon Co v R R Comm’'n of La , 251 U.S. 396. 399 (1920) (Holmes, J.) (A carricr
cannot he compelled 10 carry on even a branch ol business at a loss. . . ") Purcell v United
Stares. 315 ULS, 381, 385 (1942) (1f costs “cannot be justificd in terms of the reasonably
predictable revenues, . the expenditures are wastelul™ and contrary to "a stated purpose ol the
I'ransportation Act™): Gibbumy v United States, 660 17 2d 1227, 1233 (Tih Cir 1981) (7| A
railroad cannot be compelled to continue unprofitable operations indefimitely )  Indeed. the
Supreme Court has held that 1o compel [a railroad| o go on at a loss™ would effect an
unconstitutional tahing of property R.R Comm'nofTex v E Tex R Co 264 18,79, 85
(1924).

Here. CORP chose to seek abandonment and discontinuance authority as a last resort,
only afler 1nts efforts 10 work with other stakeholders on a solution that would ensure the long-
term viability of the Coos Bay Subdivision were unsuccessful Prior to making the decision to
sech abandonment authority. CORP met with shippers. Oregon legislators, the Port ol Coos Bay
and ODOT 1o solicit their participation n a cooperative ¢ffort 1o address the capital needs of the
Coos Bay Subdivision and the ongoing losses from opcrations over the line. CORI's cfforts 1o
promote a public/private partnership solution to the problems facing the Coos Bay Subdivision
are described in detail in CORP’s May 12, 2008 Response o the Board®s Order to Show Cause

in Finance Docket No. 35130. Central Oregon & Pacific Rarlroad, Inc Coos Bay Rail Line

12
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As CORP’s Response to the Board™s Order to Show Cause indicated. its efTorts to build a
coalition 1o address the long-term viability ol the Coos Bay Subdivision were not successiul.
Accordingly, CORP made a decision in late April 2008 to seek to abandon the Coos Bay
Subdivision *?
[II. INFORMATION REQUIRED BY 49 C.F.R. § 1152.22

In support ol this Application and in conformance with the Board's regulations. CORP
provides the information below., which has been organized to parallel the requirements of
49CFR § 115222

A. § 1152.22(a): General Information

1, § 1152.22(a)(1): Exact name of Applicant

Central Oregon and Pacific Railroad, Inc.

2. § 1152.22(a)(2): Whether Applicant is a common carricr by railroad
subject to 49 U.S.C. Subdtitle [V, chapter 105

CORP 1s a common carrier by railroad subject 10 49 U.S.C Subtutle 1V, chapter 105
3. § 1152.22(a}(3): Relief sought
CORP secks authority to abandon the portions of the Coos Bay Subdivision owned by
CORP and to discontinue rail service over the portions of the COOS Bay Subdivision that are
leased by CORP Specifically, CORP 1s scching authority to abandon the Coos Bay Branch

between Milepost 669 0 ncar Vaughn, OR and Milepost 763.13 near Cordes, OR. in Cous,

? Afier the close of business on Friday. July 11, 2008, CORP was served with a copy of a Feeder
Line Application filed by the Oregon International Port ol Coos Bay pursuant to 49 U S C.

§ 10907 CORP has not had an opportunity 1o study that applhication in detaall  However. 1118
ironic that the Port, which declined CORP’s requests that 1t participate 1n a partnership 1o
preserve service on the Coos Bay Subdivision by contributing $4 6 million over five years. now
ashs the Board to torce CORP to sell the Coos Bay Subdrivision (including the segment that
CORP docs not propose to abandon) to the Port for approximately $8.9 million (less than half of
the constitutional muumum value of the ling)

13
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Douglas. and Lane Countics, Oregon. CORP is seckimg authonty to discontinuc service over
(1) the Coquille Branch between Milcpost 763.13 near Cordes, OR and Milepost 785 5 near
Coqulle, OR, 1n Coos County, OR, and (2) the LPN Branch between CORP Milepost 738 8 and
LLPN Branch Milepost 2 0. in Douglas County. OR.

4. § 1152.22(a)(4): Detailed map of the subject line
A map showing the exact location of the rail hine to be abuandoned and over which service
1s to be discontinued, and its relation to other ral hines in the arca, highways, water routes, and
population centers 1s attached as Exhibit 2.
5. § 1152.22(a)(5): Reference to inclusion of the rail line to be abandoned

or over which service is to be discontinued on the carrier’s system
diagram map

I'he Coos Bay Subdivision was designated in Category | on CORP’s sy stem diagram
map as of May 8, 2008 A copy of the system diagram map and hine descniption which
accompanied the system diagram map are attached as Exhibit 3.

6. § 1152.22(a)(6): Detailed statement of reasons for filing application

CORP scehs to abandon and discontinue service over the Coos Bay Subdivision because
the present and prospective revenues {rom traflic handled via the line cannot support the ongoing
cost of maintaining and operating the ine  As shown in Cxhibit 1 and the Venlied Statement of’
Michacl Baranowski. the Coos Bay Subdivision has been operating at a substantial loss and will
continue 1o be operated at a loss in the future  In part these continuing operating losses arc a
function of dechming traffic on the linc over the last several years  The Venfied Statement of
John Williams describes both the limited number of ruil shippers served by the Coos Bay

Subdivision and the downward trend in ranl usage by thosc shippers in recent years 1t 1s unhkely

14
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that trafTic on the Iine will grow 10 a level that can sustain profitable operations by CORP 1n the
loresecable future

Moreover. the significant tunnel rehabilitation costs detailed by Shannon & Wilson in ats
report on the condition of tunnels on the Coos Bay Subdivision sharply highhighted the need for a
long-term solution to the financial problems of the Coos Bay Subdivision  See V.S, Lundberg.
Attachment 1 After CORP was unable 1o create a public-private partnership to ensure a viable
future for the Coos Bay Subdivision, CORP decided to seck authority 1o abandon and
discontinue service  The Veritied Statement of Paul Lundberg discusses the reasons underlying
CORP’s decision 1o sceh abandonment and discontinuance authorty in greater detail

7. § 1152.22(a)(7): Namye, title, and address of representative of applicant
to whom correspondence should be sent

Any correspondence regarding the proposed abandonment and discontinuance should be
sent 0 CORP’s representative at the following address,
Terence M Hyvnes
Sidley Austin LLP
1501 K Street, NW
Washington. DC 20005

Telephone 202-736-8000
IFax- 202-736-8711

8. § 1152.22(a)(8): List of all U.S, Postal Service ZIP Codes that the line
traverses

The Coos Bay Subdivision traverses ZIP Codes 97420, 97423, 97439, 97441, 97449,
97453, 97459, 97461, 97467, 97480, 97487, 97490. and 97493

B. § 1152.22(B): Present physical condition of the line including any operating
restrictions and estimate of deferred maintenance and rehabilitation costs

The Coos Bay Subdivision has been embargoed sinee September 21, 2007 due to
hazardous conditions 1n tunnels on the Iine  The approximate cost ol tunnel rehabilitation that

would be immediately required to restore the Coos Bay Subdivision to sale operating condition

15
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is $2.86(.785 See V S Lundberg. Attachment 1 An additional $3,818.961 1n tunnel repairs
will be necessary within four yvcars. for a total ol $6.679,746 in necessary tunnel maintenance
See wd

At a mmimum, the $2.860.785 ol immediate tunnel work required 1o restore the line to
sate operating condition should be included as a rehabilitation cost for subsidy purposes See
CSX Transp . Ine —Discontinuunce  at Memphis. in Shelby, 1N, Docket No AB-53 (Sub-
No. 618) (Oct 28. 2002) ¢holding that 100% ol necessary rehabilitation cosis should be included
1n subsidy year and rejecung shippers’ elaim that rechabilitation costs should be amortized over
scveral years)  Although CORDP has taken the consersative approach ol not including other
tunnel repair costs 1 ts subsidy caleulation, the need lTor Tuture unnel repairs 1s lurther reason o
grant CORP authonty to abandon and discontinue service on the line

C. § 1152.22(C): Description of the service provided on the line during the Base
Year

1. § 1152.22(c)(1): Number of Trains Operated and Their Frequency
During the Base Year CORP operated North [Hauler and North Switcher trains
responstble for service at the north end of the line between Lugene and Mapleton. and South
Hauler and South Switcher trims responsible (or service trom Mapleton o Coguille  The total of
all trains operating on the hine during the Base Year was 814, for an average of less than 16 wrains
per week.
2. § 1152.22(e)(2): Miles of track operated
During the Base Year CORP operated on all 118 5 mules of the lines proposed tor

abandonment and/or discontinuance of senvice,
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3. § 1152.22(¢c)(3): Average number of locomotive units operated
I he majority of CORP’s train service on the Coos Bay Subdivision—including its service
to stations between Coquille and Cordes—was provided by a train with a single SW-1500
locomotive. A small number of CORP train operating on the hine—including its service o

stations between Hauser and Gardiner Junction—were powered by two GP-38 locomotives

4. § 1152.22(c)4): Total tonnage and carloads by each commodity group
on the line

The vast majority ol the shipments on the Coos Bay Subdivision consisted of lumber and
forest products  During the Base Ycar, 4,476 of the 4.773 carloads consisted of lumber and

forest products Table 1 sets forth the total tonnage and carloads during the Base Year by

commadity
Base Year Shipments by Commodity
Table 1
: Commodity Carloads Tonnage
| Lumber and forest products 4.476 | 419.461 _
Metal Products 107 12.201
Scrap Praducts . 71 6,065
Pctroleum products 56 4,182
| arm products 21 . 1,785
_Other commodities 60 Various

S, § 1152,22(c)(5): Overhead or bridge traffic by carload commodity
group that will not be retained by the carrier

'here has been ne overhead or brdge tralfic over the Coos Bay Subdivision
6. § 11582.22(¢){6): Average crew size
‘The average crew size for CORP trains operating over the Coos Bay Subdivision duning

the Base Year was two crew members per train
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7. § 1152.22(c)(7): Level of maintenance

During the Basc Year and in prior years CORP invested considerable time and money in
maintaining the Coos Bay Subdivision The rugged terrain 1in which the Coos Bay Subdivision 15
located necessitated maintenance expenses well above those for ordinary trach  Between 2003
and 2007. CORP spent an average of 28 percent of its annual gross freight revenues carned on
traffic moving over the Coos Bay Subdivision for normal track. bridge and crossing
maintcnance  n 2006 CORP spent $934,000—32 pereent of gross freight revenues generated by
tralfic on the line—to maintain trachs, bridges. and crossings on the ine T his percentage is
morc than double the prevailing level ol maintenance spending in the railroad industry- 1n 2006,
the aggregate expenditure by Class [ carners lor all “Ways and Structures™ expenses represented
just 13 10% of their aggregate gross operating revenues for 2006 '°

CORP’s ordinary maintenance expenses during the Base Year included regular
marntenance of track and crossings  During the Base Year CORP perlormed weekly track
inspections on the Coos Bay Subdivision CORP would perform general maintenance on the
three drawbridges on the Coos Bay Subdivision, and those drawbridges would be annually
inspected by a certified inspector. Switch circunt tests would be performed on the draw bridges
a4t Reedsport and North Bend four times a year ‘Twice a year a spray truch would operate down
the Coos 1Bay Subdivision to control brush and other vegetation. Acuve grade crossing signals
on the Coos Bay Subdivision would be subject 1o monthly. guarterly and annual inspections, A

four-year test and ten-year test would also be performed on grade crossings on the Coos Bay

I See Class I Rullroad Annual Report (R-1), Sched 210, Line 13 (Total Railway Opcrating
Revenue) and Sched 410, Line 151 (Total Way and Structures) as filed with the STB by cach
Class | railroad for 2005 and 2006 (at http #/www stb.dot gov/sib/industrs/econ_reports himl).
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Subdivision In addition. the four track side warning detectors on the Coos Bay Subdivision
would be tested every two months
CORP also incurred extraordinary maintenance expensc during the Base Year to repair
tunnels on the Coos Bay Subdivision In November 2006, CORP incurred approximately
S1 7 million i repair costs for Tunnel No 15 As discussed above. significant additional tunnel
repairs would be necessary to restore the Coos Bay Subdivision to salc operating condition
8. § 1152.22(¢)(8): Any important changes in train service undertaken in
the 2 calendar years immediately preceding the filing of the
Application.
None.
9. § 1152.22(c}9): Reasons for decline in traffie, if any
[ railic on the line dropped precipitously 1n 2004 when o major shipper. Weyerhacuser
Corporation, ccased operations at its paper manufacturing facility at Cordes. OR. Belore 2004,
Weyerhacuser’s Cordes facility accounted for approximately 3,000 annual carloads of traflic.
‘The elosure of that plant resulted in a sharp decline in traftic on the line. trom 7,574 carloads in
2003 to 5.408 carloads in 2004. As the Verified Statement of John Willlams demonstrates, there
has been a continued downward trend 1n traffic across virtually all customers and commodity
groups,
D. § 1152,22(1)): Revenue and Cost Data

1. § 1152,22(d)(1): Computation of the revenues attributable and
avoidable costs for the line to he abandoened for the Base Year

Sce Iinhibit 1 and the Verified Statement of Michael Baranowski
2. § 1152.22(d)(2): Estimate of future revenues attributable, avoidable
costs and reasonable return on the value for the line to be abandoned,

for the Forecast Year

Sece Exhibit 1 and the Vernified Statement of Michael Baranow sk
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3. § 1152.22(d)(3): Estimated Subsidy Payment for Base Year

See L:xhibit 1 and the Verified Statement of Michael Baranowski  As Exhibit 1 shows.

the estimated subsidy payment for the Base Year s $[

F-I

ll

§ 1152.22(¢): Rural and Community Impact

a station on the line is located

]

§ 1152.22(c)(1): Name¢ and population of cach community in which

‘T he name and population of each county and incorporated municipality 1n which a station

on the Coos Bay Subdivision 1s localed are as follows:

Population of Communitics on Coos Bay Subdivision

Table 2
- 2007 Estimated Population’” | 2000 Census Population'”
L COUNTIES

Coos County, OR 63.050 62,788
Douglas County, OR 104,675 100,399
[.anc County. OR 343,140 _ 322977

' CITIES
Coos Bay, OR 16.210 15,372
Coquille, OR 4,213 4184
[Lakeside, OR 1.545 1,421
North Bend, OR 9.830 o 9.544
Reedsport. OR 4,305 4378

2. § 1152.22(¢e)(2): 1dentification of significant users by name, address,

principal commodity, and tonnage and carloads for each of the 2
calendar years preceding to filing of the application, for that part of
the current year for which information is available, and for the Base

Year

Table 3 identifies the Significant Users ol the Coos Bay Subdivision as detined by

49 C F.R § 1152 (1) and their respective carloads and tons shipped and recers ed for calendar

year 2006 Because the data maintained by CORP 1n the normal course of business do not

"'Source: Portland State University Population Rescarch Center. 2007 Oregon Population
Report, avadable at hitp /iwww.pdx edwmedia/p/r/PRC_2007 Population Report2 rev pdf

12 Source: 2000 U.S. Census
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include complete tonnage data tor 2006 and 2007, tonnage data Tor those years has been
cstimated basced on carload totals  Tables 4 and 5 Wdentify sigmificant users for 2007 and the Base
Year, respectively. Because the Coos Bay Subdivision has been embargoced, no traffic has
mozed over the e during calendar vear 2008

Significant Users for 2006

Table 3
' Shipper Principal 2006 2006
Commodity Carloads Tons
Georgia Pacific Corp Lumber and forest
1400 SE Butler Bridge Rd products
l'oledo, OR 97391-1900
Roseburg Forest Products Lumber and forest
P O. Box 1088 products
Roscburg. OR 97470
Southport Forest Products I.umber and forest
P.O. Box 298 products
Coos Bay. OR 97420 ) ) L ) _
X-Interchange Corp. Scrap iron or steel I
11300 Tomahawh Creek Parkway
Suite 110 |
[.ecawood, Kansas 66211 . .
Durawood ['reating Co Lumber and forest
PO Box 750 products !
Coos Bay. OR 97420 .
Amecrican Bridge Manufactunng Co. | Metal beams. girders, and !
135 American Bridge Way platc iors
Recdsport. OR 97467 l _
Amerigas Propane and | iquelied
425 Virginia St Petroleum
North Bend. OR 97459 ,
Grange Coop Supply (Cenex) | Shelled Corn
89 Alder Street
Central Pomnt, OR 97502 I
Westwood L.umber Co Lumber and torest
PO Box 217 | products
Saginaw, OR 97472 __
Coos Head l-orest Products l.umber and lorest |
690135 Hauser Depot Road products
North Bend. OR 97459 ] |
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Significant Users for 2007

Table 4
Shipper Principal 2007 2007 ‘
Commodity Carloads Tons
Georgia Pacific Corp. [.umber and forest |
1400 SE Butler Bndge Rd products .

loledo. OR 97391-1900

Roseburg Forest Products
P O Box 1088
Roscburg, OR 97470

] umber and forest

products

Southport Forest Products
P.O Box 298
Coos Bayv, OR 97420

f.umber and florest
products

Durawoud Treating Co.
PO Box 750
Coos Bay, OR 97420

Lumber and lorest
products

American Bndge Manufacturing Co
135 Amenican Bridge Way
Reedsport, OR 97467

Metal beams, girders. and
plate iors

Amerigas
425 Virgima St.
North Bend, OR 97459

Propanc and Liguefied
Petroleum

Danish Dairy
94912 Hwy. 42 S.
Coquille. OR 97423

Shelled Corn

X-Interchange Corp.

11300 Tomahawk Creeh Parhway
Sutte 110

Leawood, Kansas 66211

Scrap iron or stecl

South Coast Lumber Conipany
P.O. Box 670
Brookings, OR 97415

[.umber and forest
products

Coos Head Forest Products
69013 Hauser Depot Road
North Bend, OR 97459

Lumber and forest
products
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Table §
Shipper Principal Base Year | Base Year
Commodity Carloads Tons

Georgia Pacilic Corp. Lumber and lorest
1400 SE Butler Bridge Rd products
Foledo, OR 97391-1900
Roscburg Forest Products 1 umber and forest
PO Box 1088 praducts :
Roseburg, OR 97470
Southport Forest Products Lumber and forest
P.O. Box 298 products
Coos Bay, OR 97420
Durawood Treating Co. Lumber and forest
.0. Box 750 products
Coos Bay. OR 97420
X-Interchange Corp Scrap 1ron or sieel
11300 ‘lomahawk Creck Parhway
Suite 110
Leawood. Kansas 66211
Amcencan Bridge Manufactuning Co Mctal beams. girders, and
135 American Bridge Way platc 1ors
Recdsport. OR 97467 '
Amengas | Propane and Liqueficd
425 Virginia St Petroleum

| North Bend. OR 97459
Ferrellgas Propanc and Liquelied
2300 NI: Stephens Petroleum

_Roscburg. OR 97470
Thomas & Sons Lumber
840 South ['ront Street
Coos Bayv, OR 97420

3. § 1152.22(¢)(3): General description of the alternate sources of

transportation service aviilable (rail, motor, water, air) and the
highway network in the proximate area

The area served by the Coos Bay Subdivision has ready acceess 1o alternate sources of

transportation seryice, including the interstate highway network. truck-rail transloading service,

and water transportation
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Local Highway Network: Bctween Coquille and Canary, the Coos Bay Subdivision
parallels LS. Highway 101. At Cushman, the line turns 1n an casterly direction. generally
following the course of Oregon Highway 126. Oregon 1lighway 126 (which intersects U S
Iighway 101 at I'lorence) provides highway access to Fugene, OR and U.S. Interstate 5 In
addiuon. Oregon lhighway 38 (which interseets U § Fighway 101 at Reedsport) and Oregon
Highway 42 {which passes through Coguille) provide direct access o 1-5

Nearby Rail Transportation Service: If the abandonment and discontinuance of
service 15 approved. local shappers will have access to the national rail network via rail-truch
transloading points on CORI’s lines at Roseburg, Green, and Dillard, and on the lines of CORP.
UP and PNWR/BNSF at Fugene. Approximately 96 percent of all carloads that moved over the
Coos Bay Subdivision during 2007 originated or terminated at ¢ither Coos Bay or Coquille
Coos Bay and Coquille are 118 and 135 mules, respectively, from [ugene. OR  Coquille (the
origin ol Roseburg Forest Products’ traffic) 1s 61 highway miles from Roscburg’s facility at
Dillard. OR. T:ugene can be reached by truck trom both Coos Bay and Coquille via the US-101
Coasl Route and Oregon State 1highwav 126 Highway routes are likewsse available for truck
shipments from Reedsport (via Scottsburg. OR}) or Coquille (via Myrtle Point, OR) to CORP’s
transload facility at Green, OR or to the Roscburg plant at Dillard, OR.,

Water Transportation Service: |he arca is served by water transportation at the
Orcgon International Port of Coos Bay | he three largest customers served by CORP on the
Coos Bay Subdivision—Georgia Pacific, Southport I'orest Products. and Roseburg Forest
Products—cach maintain terminat facitiues at the Port of Coos Bay lor barge scrvice See

hitp //www portofeoosbay comderminals.him.
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4. § 1152.22(c)(4): Statement of whether the properties proposed to be
abandoned are appropriate for use for other public purposes.

CORP does not believe that the right-of-way 1s suitable for public use There is little or
no likelthood that the rail corridor is needed lor a transit or highwayv comdor  However, the
right-of~way could be used lor 1 umique land and water based recreational trail

F. § 1152.22(N: Fnvironmental Impact

‘T he Environmental Report required by 49 C.IF R § 1105.7 and the Iistoric Report
required by 49 C F R. § 1105 8 were submitted on June 24, 2008. A copy 1s attached as
Exhibit 4.

G. § 1152.22(g): Passenger Service

There 1s no passenger service on the Coos Bay Subdivision

H. § 1152.22(h): Additional Information

CORP has submitted with this Apphication the Veritied Statements of Marc Bader.
Michacl Baranowski. Pat Chapman, Paul LLundberg, Charles Rew and John Williams,

I. § 11582.22(i): Draft Federal Register Notice

I'he dralt notice is attached as Exhibit §

J. § 1152.24(b) Service, Publication, and Posting of Notice of Intent

Attached as Exhibit 6 15 an affidavit stating that CORP has posted. published and served
on the appropriate partics a notice of 1ts intent to abandon and/or discontinue service on the Coos
Bay Subdivision, in accordance with49 C 'R § 1152 20,

K. § 1152.24(c): Service of Application

Attached as Exhibit 7 1s a Certificate of Service stating that CORI® has complied with the

requircments of 49 C F.R § 1152 24(c) regarding service of the Application.
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CONCLUSION
For the reasons set forth in this Application and in the accompanying Verified Statements
and Exhibits, CORP respect{ully requests that the Board authorize the abandonment of and
discontinuance of service over the Coos Bay Subdivision

Respectlully submitied.

y Rhrarn. VA, ¢
Scott G Wilhiams Terence M [lynes
Scnior Vice President and Paul A llemmersbaugh
General Counscl Matthew J. Warren
RallAmerica. Ine Sidley Ausun LLP
5300 Broken Sound Boulevard N W 1501 K Street. N W,
Boca Raton, Florida 33487 W ashington, D C. 20005
(561) 994-6015 (202) 736-8000

Counsel for Central Oregon & Pucific Railroud, Inc

Dated- July 14, 2008

26

Ol 123120v |



YERIFICATION
49 C.F.R. 1152.22(j)

[, Paul Lundberg, make oath and say that [ am Senior Vice President - Strategic Relations
of RailAmerica, Inc. and that 1 also serve as Vice President of Central Oregon & Pacific
Railroad, Inc.; that I have been authorized by the Applicant to verify and file with the Surface
Transportation Board the foregoing application in STB AB-515 (Sub-No 2); that I have
carcfully examined all of the staicments 1n the Application as well as the exhibits attached
thereto and made a part thereof; that I have knowledge of the facts and matters relied upon 1n the

Application, and that all reprcsentations sct for the therein are true and correct to the best of my

knowledge, information and belief.
\A W\xg

Pal undbErg

Subscﬁcd and sworn to before me
" day of July 2008.

LTAYVIOR
My Commussion Expires n % ,200%

o ) Qe At
% “J My C.ome 3sn DD434993
oF

Expver Ue: 2672000
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CENTRAL OREGON & PACIFIC RAILROAD, INC.

DESCRIPTION OF LINES IN CATEGORY 1 OF SYSTEM DIAGRAM MAP

The Central Oregon & Pacific Railroad, Inc, (“CORP™) provides notice that a

116 6 mile long portion of the Coos Bay Subdivision, approximately 2 miles of trackage
between Gardiner Junction and the west end of trestle number two between Bolen Island
and Gardiner, OR, and approximately 3.5 miles of the Port of Coos Bay North Spit Rail

Spur diverging from Roseburg Forest Products’ North Spit Rail Spur at CORP Milepost
763.20 at Cordes, OR will be placed in Category 1

(a)
(b)
(©

@

(e)

Carrier’s designation: CORP designates the Line as the Coos Bay Subdivision.
State or states in which each line is located: The Line is located in Oregon

County or counties in which each line is located: The Line 1s located within
Coos, Douglas and Lane Counties.

Mileposts delineating each line: The proposed abandonment or discontinuance
of service would begin at Milepost 669.0 up to and including Milepost 785 6, and
CORP Milepost 738.8 and LPN Milepost 2 0.

Owned portion-Coos Bay Branch from Milepost 669.0 to Milepost 763 13
Leased portion-Coquilie Branch from Milepost 763.13 to Milepost 786.5
Leased portion LPN Branch from CORP Milepost 738.8 to LPN Milepost
2.0

o Leased portion of Port of Coos Bay North Spit Rail Spur diverging from
Roseburg Forest Products” North Spit Rail Spur at CORP Milepost 763 20

Agency or terminal stations located on each line or portion of line with
milepost designations:

Station Milepost
Coquille 7856
Chrome 781.2
Hayden 773.1

McCormac 770.5
Coos Bay 768.9
North Bend 7656

Cordes 763.0
Hauser 7593
Lakeside 752.1

Reedsport 7404
Gardiner Jct. 738.8
Kroll 7328
Canary 721.3
Cushman 716 0
Wendson 715.0




Beck 709.0
Mapleton 705.3
Tide 699.2
Suislaw 697.3
Swisshome 697.1
Richardson 685.0

CORRP shall furnish a copy of 1ts System Diagram Map and this Description to
any interested person upon reasonable request. Please contact CORP’s counsel, Terence
M Hynes, Sidley Austin LLP, 1501 K. Street, NW, Washington, DC 20005 (202) 736-
8000 or thynes@sidley.com
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COMBINED ENVIRONMENTAL AND HISTORIC REPORT
(49CFR 11057 and 1105 8)

Docket No. AB-515 (Sub-No. 2)

CENTRAL OREGON & PACIFIC RAILROAD, INC —ABANDONMENT AND
DISCONTINUANCE—IN COOS, DOUGLAS AND LANE COUNTIES, OR
(COQUILLE TO VAUGHN)

Dated June 24. 2008

ENVIRONMENTAL REPORT

(1) Proposed Action and Alternatives. Describe the proposed action, including
commodites transported, the planned disposition (if any) of any rail line and other structures that
may be involved, and any possible changes 1n current operations or maintenance practices Also
describe any reasonable alternatives to the proposed action Include a readable, detailed map and
drawings clearly delineating the project

The Central Oregon & Pacific Railroad, Inc. (“CORP™) will file an abandonment
application seeking authonity to abandon and discontinue service over approximately 119 5 miles
of its Coos Bay Subdivision 1n Coos, Douglas and Lane Counties, OR

The Application will seek authorty to abandon the portions of the Coos Bay Subdivision
that are owned by CORP, namely the Coos Bay Branch between Milepost 669 0 near Vaughn,
OR and Milepost 763.13 near Cordes, OR, a distance of 94 13 miles in Coos, Douglas and Lane
Counties, OR (the “Abandonment Line™). The portion of the line proposed for abandonment
inciudes the stations of Richardson (MP 685 0); Swisshome (MP 697.1), Suislaw (MP 697 8),
Thde (MP 699.2), Mapleton (MP 705 3), Beck {MP 709 0); Wendson (MP 715 0), Cushman
(MP 716.0); Canary (MP 721 3), Kroll (MP 732 8). Gardiner Junction (MP 738.8), Reedsport
(MP 740 4), Lakeside (MP 752 1); Hauser (MP 759 3); and Cordes (MP 763 0)

The Application also will seek authority to discontinue service over the portions of the
Coos Bay Subdivision that are leased by CORP, including (1) the Coquille Branch extending

between Milepost 763.13 near Cordes, OR and Milepost 786 5 near Coquille, OR, a distance of



23.37 mules in Coos County, OR, which 1s leased from Union Pacific Railroad Company (“UP™):
and (2) the L.PN Branch extending between CORP Milepost 738.8 and LPN Branch Milepost

2 0. a distance of 2 0 miles in Douglas County, OR, which 1s leased from Longview, Portland &
Northern Railway Company (“LPN") (collectively, the “Discontinuance Line™).! The Coqulle
Branch includes the stations of North Bend (MP 765.6). Coos Bay (MP 768.9). McCormac

(MP 770 5), Hayden (MP 773.1), Chrome (MP 781 2); and Coquille (MP 785 6) The¢ LPN
Branch includes the station of Gardiner Junction (MP 738 8)

CORP embargoed the Line on September 21, 2007 due to serious safety concerns with
three tunnels on the Line The Line was properly embargoed under Embargo Number
CORP000107, issued pursuant to the AAR Embargo and Perrmit System

Upon receipt of abandonment and discontinuance of service authority, CORP's common
carrier obhgation to operate over the Line will terminate, Unless the Abandonment Line 15
acquired pursuant to the feeder line statute (49 U S C § 10907 and 49 C.F.R § 1151), the offer
of financial assistance procedures (49 U S C § 10904 and 49 C.F.R § 1152 27) or for trail use
(16 CSC §1247(d) and 49 CF.R § 1152.29), CORP will salvage the track and materials on
the Abandonment Line and dispose of the underlying real estate. CORP will also discontinue
rail service over the Discontinuance Lines The future use and disposition of the Discontinuance
Lines will be the responsibility of the owners of those lines

The only alternative to the proposed abandonment and discontinuance of service would
be for CORP 1o continue to operate the Line Traffic on the Line has declined signiticantly in
recent years CORP handied 7,574 cars on the Line during 2003 However, in 2004, a major

shipper on the Line (Weyerhaeuser Corporation) ceased operations at 1ts paper manufacturing

' The Abandonment Line and the Discontinuance Line are referred to collectively hereinafter as
the “Line



facility at Cordes, OR As a result, traffic on the Line declined to 5,408 cars in 2004, 5,193 cars
in 2005, 5,363 cars 1n 2006 and 4,018 cars in 2007 (prior to the embargo). The Line suffers a
substantial avoidable loss, incurs significant opportunity costs, and would require a major capital
mvestment to repair the tunnels and rehabilitate the Line for safe operations Even pnior to the
embargo, the level of traffic on the Line did not justify the ongoing cost of operating and
maintaining the Line {much less the extraordinary expense of repairing the tunnels) Nor has the
revenue {rom the Line provided CORP a reasonable return on its investment in the Line Making
the further capital investment required to repair the tunnels and restore service on the Line would
not be a prudent use of carner resources

A map of the proposed abandonment and discontinuance of service 1s attached hereto as
Exhibit 1

(2) Transportation System. Describe the effects of the proposed action on regional or

local transportation systems and patterns. Estimate the amount of traffic (passenger or freight)
that will be diverted to other transportation systems or modes as a result of the proposed action.

There has been no rail passcnger service over the Line in decades, so the proposed
abandonment and discontinuance of service will not have any impact on passengers The
volume of {reight traffic on the Line has varied over the last several years ‘lable 1 shows the

total number of loaded rail cars that moved over the Line during each of the last three years:

TABLE 1
Loaded Cars Moving On The Line
Year Loaded Cars
2005 5.193 carloads
2006 5,363 carloads
2007 4,018 carloads

CORP will base 1ts estimate of the environmental impact of the proposed abandonment

on the traffic that moved over the Line between September 2006 and August 2007—the twelve-



month period before the ine was embargoed (the “Base Year™) A total of 4,707 loaded rail cars
moved over the Line duning the Base Year Table 2 provides information regarding the traffic
that moved over the Line during the Base Year, including the commodities and the stations at

which the traffic originated (or terminated)

TABLE 2
Traffic Moving on the Line in the Base Year?
Station Commodity Cars Originated Cars Terminated
Reedsport Scrap iron & steel, 83 11
[ron rails, beams, and
girders
Hauser Lumber and Forest 74 2
products, Gypsum
board and paneling
North Bend Propane and hquified 53 6
petroleum
Coos Bay Lumber and Forest 2966 299

products, Shelled

Corn; Gypsum board

and paneling
McCormac Lumber and Forest 0 6

products
Coquille Lumber and Forest 991 78

Products, Assorted

Other Commodities

To be conservative, CORP assumes for purposes of this analysis that all of the traffic that

previously moved over the Line would be diverted to other modes, and that the volume of such
traffic would be equal to the volume handled over the Line in the Base Year CORP cannot
determine with precision whether all of the traffic would be diverted to truck, or whether some
might be diverted to water carriage Given the commodities involved (predominantly forest

products) and the proximity of certain key traffic onigins to the Port of Coos Bay. water

transportation may be a viable option for some shippers. Nevertheless, CORP takes a

2 Because of incomplete data, Table 2 does not include all the 4,707 carloads that moved over the
Line during the Base Year



conservative approach and bases this analysis on the assumption that all of the rail traffic
previously handied by CORP would be diverted to truck.

According to the Oregon Department of Transportation mileage calculator (*ORDOT
MC™), the highway distance from Coos Bay to the nearest railroad transload facility (at
Roseburg, OR) 1s 95 miles However, CORP has observed that a substantial portion of traffic 1s
currently being transloaded at Eugene, OR, a distance of 116 miles from Coos Bay Consistent
with its conservative approach, CORP assumes for purposes of this analysis that all rail traffic
would move over the road to/from a transload facility at Eugene, OR. For simphification, CORP
assumes that al! rail traffic onginates at Coos Bay As Table 2 demonstrates, approximately two-
thirds of all of the traffic on the Line originated or terminated at Coos Bay. While some stations
on the Line (such as Reedsport and Hauser) are closer to Eugene than Coos Bay, while other
stations on the Line (such as Coquille) are farther from Eugene than Coos Bay, Coos Bay is a
logical and conservative origin point for purposes of this analysis.

Traffic moving by truck between Coos Bay and Eugene (or points 1n between) would
traverse US Highway 101 and/or Oregon Highway 126. Based upon annual diversion of 4,707
carloads of rail traffic, and a conversion ratio of four trucks per rail car as used by SEA 1n prior
procecdings (see e g. San Joaquin Valley Rarlroad Company—Abandonment Exemption—in
Tulare County, CA, STB Docket No AB-398 (Sub-No. 8X), Environmental Assessment served
Aprl 28. 2008, at 2) the proposed abandonment and discontinuance would result 1n an increase
of approximately 18,828 truckloads per year moving over those highways

Even these conservative estimates (which likely overstate the actual increase in truck
volume) would have minimal impact on highway traffic Using 2006 traffic volumes from the

Oregon Department of Transportation, the lowest-volume segment of the highway route between



Coos Bay and Eugene 1s on U 8. Highway 101 at the Lane-Douglas County line, which has
average traffic of 4,000 vehicles per day (approximately 1,460,000 per year). See Oregon
Department of Transportation, 2006 Traffic Volume on State Highways, at 48, available at

http.//www.oregon. gov/ODOT/TD/TDATANsm/docs/2006 TV pdf’ An increase of 18,828

truckloads represents only a 1.3% increase 1n annual traffic.

(3) Land Use. (1) Based on consultation with local and/or regional planning agencies
and/or a review of the official planming documents prepared by such agencies, state whether the
proposed action is consistent with existing land use plans. Describe any inconsistencies
(i) Based on consultation with the U.S. Soil Conversation Service, state the effect of the
proposed action on any prime agricultural land. (m) If the action affects land or water uses
within a designated coastal zone, include the coastal zone information required by 1105 9 (iv) If

the proposed action 1s an abandonment, state whether or not the right-of-way 1s suitable for
alternative public use under 49 U.S C § 10905 and explain why

(1) CORP considers the proposed ahandonment and discontinuance of service to be not
inconsistent with existing land use plans. The land adjoining the Line 1s mainly rural in
character CORP contacted Coos, Douglas and Lane Counties, OR, and the cities of Coquille,
Coos Bay, North Bend, Lakeside, Reedsport and Florence. OR, by letters dated June 24, 2008
See Exhibit 2 As of this date, no response has been reccived from those government entities. A
copy of this Environmental Report has been mailed to the appropriate local and state agencies for
therr information and further comment

(1) CORP notified the United States Department of Agriculture (“USDA™) Naturai
Resources Conservation Service (the agency succeeding to the responsibilities of the Soil
Conservation Service) of the proposed abandonment and discontinuance of service by letter
dated June 24, 2008, and requested assistance 1n 1dentifying any potential effects on prime
agricultural land See Exhibit2 No response has been received from USDA 1o date A copy of

this Environmental Report is being provided to USDA for its information and further comment,



(1) The Line does pass through the Oregon Coastal Zone. CORP notified the Oregon
Department of Land Conservation and Development (“ORDLCD”) of the proposed
abandonment and discontinuance of service by letter dated June 24, 2008, and requested
assistance in 1dentifying any potential effects on the Oregon Coastal Zone See Extubit2 No
response has been received to date. A copy of this Environmental Report 1s being provided to
the ORDLCD for 1ts information and further comment CORP is willing 1o adapt its salvage
plan for the Line as necessary to comply with the Oregon Coastal Management Program CORP
intends to salvage the Line, but CORP will not develop any of 11s underlying nght-of-way
CORP will comply with any consistency certification necessary under governing Jaw.

(1v) CORP does not beheve that the right-of-way is suitable for public use There is little
or no likelthood that the rail corridor is needed for a transit or highway cormdor. The right-of-
way could be used for a unique land and water based recreational trail

(4) Energy. (1) Describe the effect of the proposed action on transportation of energy
resources (1) Describe the effect of the proposed action on recyclable commodities (111) State
whether the proposed action will result 1n an increase or decrease in overall energy efficiency
and explain why (iv) If the proposed action will cause diversions from rail to motor carriage of
more than. (A) 1,000 rail carloads a year, or (B) an average of 50 rail carloads per mile per year

for any part of the affected line, quantify the resulting net change in energy consumption and
show the data and methodology used to armve at the figure given

(1) The proposed abandonment and discontinuance of service will have no effect on the
transportation of energy resources Forest products account for more than 95% of the rail traffic
on the Line, and the Line does not handle any coal traffic

(1) The proposed abandonment and discontinuance of service will not have a matenal
effect on the transportation of recyclable commodities The only recyclable commodities that

moved over the Line during the Base Year consisted of 40 cars of scrap metal.



(iii) 1f the traffic that previously moved over the Line 1s diverted to truck, the proposed
abandonment and discontinuance of service will result in an increase in energy usage, because
trucks are generally less fuel efficient than railroads

(iv) If the traffic that previously moved over the Line 1s diverted to truck, the proposed
abandonment and discontinuance of service will result in the diversion of more than 1,000 rail
carloads per year to motor carniage The increased energy consumption is estimated to be
516,351 gallons of diesel fuel The data and calculations used to arrive at this result are based on
trucks operating one way loaded with 100% empty return, and fuel consumption for loaded and
empty trucks of 4.5 and 6.5 mles per gallon, respectively. Norfolk Southern Railway Company—
Discontinuance of Service Exemption—in Stanly County, North Carolina, STB Docket No AB-
290 (Sub-No 254X), Yadkin Railroad Company-Disconninuance of Service Exemption—in Stanly
County, North Carolina, STB Docket No. AB-290 (Sub-No. 274X); Winston-Salem Southbound
Railway Company—Discontinuance of Service Exemption—in Stanly County, North Carolina,
STB Docket No AB-149 (Sub-No 2X) (STB served June 12, 2006), Environmental Assessment
at4 However, because the vast majonty of the traffic moved over the Line consists of lumber
and other forest products, including inter-plant shipments for certain customers, it 1s likely that a
sigmficant number of truck shipments could be aligned in two-way movements (thereby
reducing the number of empty return movements)

Based upon the foregoing conservative assumptions, the 4,707 rail carloads from the base
year would be diverted to 18,828 loaded trucks and 18,828 empty trucks The loaded trucks
would consume 485,344 gallons based on 18,828 truckloads times 116 miles divided by 4 §

miles per gallon The empty trucks would consume 336,007 gallons based on 18,828 truckloads



times 116 miles divided by 6 5 miles per gallon The total fuel to be consumed in trucking the
traffic from the Line to Eugene would be 821,351 gallons of diesel fuel.

CORP consumed approximately 305,000 gallons of diesel fuel in the base year handling
the 4,707 carloads on the Line The difference between the fuel consumed by CORP and 1o be
consumed by trucks would be an additional 516,351 gallons of diese] fuel.

(5) Air. (i) If the proposed action will result in either: (A) An increase in rail traffic of at
least 100 percent (measured 1n gross ton miles annually) or an increase of at least eight tramns a
day on any segment of rail line affected by the proposal, or (B) an increase 1n rail yard activity of
at lease 100 percent (measured by carload activity), or (C) an average increase in truck traffic of
more than 10 percent of the average daily traffic or 50 vehicles a day on any affected road
segment, quantify the anticipated effect on air emissions For a proposal under 49 U S C.
§ 10901 (or § 10505) 10 construct a new line or reinstitute service over a previously abandoned
line, only the eight train a day provision in sub-section (5)(i)(A) will apply (ii) If the proposed
action affects a class I or nonattainment area under the Clean Air Act, and will result 1n erther:
(A) an increase in rail fraffic of at least 50 percent (measured 1n gross ton miles annually) or an
mcrease of at least three trains a day on any segment of rail line, (B) an increase in rail yard
activity of at least 20 percent {measured by carload activity), or (C) an average increase in truck
traffic of more than 10 percent of the average daily traffic or 50 vehicles a day on a given road
segment, then state whether any expected increased emissions are within the parameters
established by the State Implementation Plan However, for a rail construction under 49 U.S C
§ 10901 (or 49 U S C § 10505), or a case involving the reinstitution of service over a previously
abandoned line, only the three train a day threshold in this item shall apply (ui) If transportation
of ozone depleting matenials (such as mitrogen oxide and {reon) is contemplated, 1dentify the
matenals and quantily, the frequency of service, safety practices (including any speed
restrictions), the applicant's safety record (to the extent available) on derailments, accidents and
spills; contingency plans to deal with accidental spills, and the likelithood of an accidental release
of ozone depleting maternals in the event of a collision or derailment

(s} The proposed abandonment and discontmuance of service is likely to result 1nan
increase of more than 50 vehicles a day on certain road segments, including US Highway 101
and/or Oregon State Highway 126 The estimated 18,828 additional loaded trucks, operating six
days a weck translates to approximately 60 trucks per day, or approximately 2.5 trucks per hour
Conservatively including 18,828 empty trucks as well would produce total additional highway
traffic of 120 trucks per day, or 5 per hour Because of the generally rural nature of the arca that

would be affected by additional truck traffic, CORP believes that any increase in emissions over



those emissions currently resulting from railroad operations would be within the parameters
established by the State Implementation Plan Any air emissions associated with salvage
operations would be temporary and would not have a sigmificant impact on air quality

(1) The Line proposed for abandonment and discontinuance of service is not in a
nonattammment area. The Environmental Protection Agency does not list any geographic area in
which the Line 1s located as a nonattainment area for 1-l{our Ozone, 8-Hour Ozone, Carbon
Monoxide, Nitrogen Dioxide, Sulfur Dioxide. Particulate Matter PM-10, Particulate Matter PM-
25orLead The counties of Coos, Douglas and Lane each are currently listed as attainment
arcas for all pnority pollutants In any cvent, because of the generally rural nature of the arca
that would be affected by additional truck traffic, CORP believes that any incrcase in emissions
aver those emissions currently resulting from railroad operations will be within the parameters
established by the State Implementation Plan. CORP contacted the Oregon Department of
Environmental Quality ("ORDEQ") and the United States Environmental Protection Agency
(*USEPA™) by letters dated June 24, 2008 See Exhibit 2 To date, no response has been
received A copy of this Environmental Report has been supplied 1o the ORDEQ and USEPA
for their information and comment

{in) The proposed abandonment and discontinuance of service will not affect the
transportation of ozone depleting materials, because the traffic handled by CORP on the Line
does not include such commodities

(6) Noise. If any of the thresholds 1dentified i item (5)(i) of this section are surpassed,
state whether the proposed action will cause (1) an incremental increase 1n noise levels of three
decibels Ldn or more, or {11) an increasc to a noise level of 65 decibels Ldn or greater If so.
identify sensitive receptors (e g , schools, libraries, hospitals. residences, retirement

communties, and nursing homes) in the project area, and quantify the noise increase for these
receptors if the thresholds are surpassed
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CORP has considercd noise impacts associated with the potential increase in truck traffic
on aftected road segments, mcluding US Highway 101 and/or Oregon State Highway 126. The
Board considers noise impacts to be potentially sigmficant only where noise levels would
increase by at least 3 decibels (dBA) and the resulting noise level experienced would be 65 dBA
or greater. 49 C FR §1105 7(e}5)(1)(C) and (6). CORP has determined that, even under the
conservative assumptions stated above, the increase in projected truck traffic would result ina
change of less than 3 dBA on road segments where truck traffic 1s expected to be routed Using
2006 traffic volumes from the Oregon Department of Transportation,” CORP determined that the
lowest 2006 traffic volume (where the projected increase in traffic volume would be expected to
have the greatest noise impact) on the affected roads ison U S 101 at Lane-Douglas County
hne. At that pomnt, Oregon DOT reports a traffic volume of 4000 vehicles per day CORP
calculated the increase in Day Night Average Noise Level ("DNL") using the following
equation' Change 1n DNL (dBA) = 10log {(projected traffic volume/existing truck volume) See
Norfolk Southern Railway Company, Pan Am Railways, Inc et al - Joint Control and
Operanng/Pooling Agreements-Pan Am Southern LLC, ¥D35147 — Environmental Appendix
{June 6, 2008). Assurming a 60 truck per day increase, the projected DNL is 0.065 dBA, weil
below the 3 dBA sigmficance level CORP contacted the ORDEQ and the USEPA by letters
dated June 24, 2008 See Exhibit 2 To date, no response has been rcceived. A copy of this
Environmental Report has been supplied to the ORDEQ and USEPA for their information and

comment.

3 See hitp-//www oregon gov/ODOT/TD/TDATA/tsm/docs/2006 TVT pdf
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(7) Safety. (1) Describe any effects of the proposed action on public health and safety
(1ncluding vehicle delay time at railroad grade crossings) (1i) If hazardous materials are
expected to be transported, identify: the matenals and quantity; the frequency of service, whether
chemicals are being transporied that, 1f mixed. could react to form more hazardous compounds;
safety practices (including any speed restrictions), the applicant's safety record (to the extent
available) on derailments, accidents and hazardous spills, the contingency plans to deal with
accidental spills, and the likelithood of an accidental release of hazardous materials (i) If there
are any known hazardous waste sites or sites where there have been known hazardous materials
spills on the right-of-way, identify the location of those sites and the types of hazardous materials
involved

(1) The proposed abandonment and discontinuance of service will not have a detnmental
effect on public health and safety To the contrary, the proposed abandonment will eliminate 77
private rail crossings, all with passive controls, nine public crossings with passive controls, and
eight public crossings with cither flashers or gates and flashers As a result of the proposcd
discontinuance of service, CORP will also stop opcrating over 47 private crossings, all with
passive warning devices, 17 public crossings with passive warning devices, and scven public
crossings with either flashers or gates and flashers. Accordingly, the proposed action will
reduce, rather than increase, vehicle delay time at railroad grade crossings

(1i) The proposed abandonment and discontinuance of service will not have a material
effect on the transportation of hazardous materials In the Base Year, CORP handled only 14
cars of propane over the Line.

(1ii) On May 15, 2008, at milepost 727 7, near Ada, OR, the CORP Roadmaster
discovered that someone had vandalized a transformer and that o:l had been released. The site
was cleaned and the contaminated soil was removed by a contracior CORP 1s not awarc of any

other hazardous matenal waste sites or sites where known hazardous material spills have

occurred on or along the rail corridor of the Line



(8) Biological Resources. (1) Based on consultation with the U § Fish and Wildlife
Service, state whether the proposed action 1s likely to adversely affect endangered or threatened
species or areas designated as a cnitical habatat, and if so, describe the effects  {n) State whether
wildlife sanctuaries or refuges, National or State parks or forests will be affected, and describe
any effects

(1) CORP does not believe that the proposed action is likely to adversely affect
endangered or threatened species or areas designated as a critical habitat CORP nonficd the
U S Fish and Wildhfe Service (“USF&WS™) of the proposed abandonment by letter dated
June 24-, 2008, and requested assistance in determining whether the proposed abandonment and
discontinuance of service will adversely affect endangered or threatened species or arcas
designated as a critical habitat See Exhibit 2 A copy of this Environmental Report has been
supplied to the USF&WS for 1ts information and further comment

(11) The wildlife sanctuaries or refuges, National or State parks or forests that are adjacent
to the Line are ident:fied on the attached USGS maps CORP does not believe that any of those
wildhfe sanctuaries or refuges, National or State parks or forests will be adversely affected by
the proposed abandonment and discontinuance of service The discontinuance of train
operations along portions of the Line that are bounded by such resources will reduce the
likelihood of adverse impacts on wildhife from train operauons CORP mtends to salvage the
track and matenal from the Abandonment Line, but not the subsurface. [n those areas where
CORP seeks authority to discontinue service, it will not salvage any track or material and wilt
not disturb any of the surrounding area. CORP notified the Natuonal Parks Service of the
proposed abandonment and discontinuance of service by letter dated June 24, 2008, and
requested assistance 1n identifying any potential effects on wildhife sanctuaries or refuges,
National or State parks or forests See Exhibit 2. To date, no response to this request has been
received A copy of this Environmental Report 1s being supplied to the National Park Service for

1ts information and comment.



(9) Water. (i) Based on consultation with State water quality officials, state whether the
proposed action is consistent with applicable Federal, State or local water quality standards
Describe any inconsistencies. (1i) Based on consultation with the U.S. Army Corps of Engineers,
state whether permits under section 404 of the Clean Water Act (33 US C § 1344) are required
for the proposed action and whether any designated wetlands or 100-year flood plains will be
affected. Describe the effects (1ii) State whether permits under section 402 of the Clean Water
Act (33 U S C. § 1342) are requircd for the proposed action

(1) CORP 15 confident that the proposed abandonment and discontinuance of service will
be consistent with all applicable water quality standards CORP contacted the ORDEQ and the
USEPA by letters dated June 24, 2008 See Exhibit 2 To date, no response to this request has
been received A copy of this Environmental Report has been supplied to the ORDEQ and
USEPA for therr mformation and comment

(1) CORP does not believe that any permits under section 404 of the Clean Water Act are
required for the proposed abandonment and discontinuance of service and that no designated
wetlands or 100-year flood plains will be affected by the proposed abandonment and
discontinuance of service Upon receiving abandonment authority, the right-of-way and existing
public and private crossings will be used for access to remove the track and material from the
Abandonment Line. No new access roads are contemplated. CORP does not mntend to disturb
any of the underlying roadbed or to perform any activities that would cause sedimentation or
erosion of the soil, and does not antictpate any dredging or use of fill in the removal of the track
material. Crossties and debris will be transported away from the Abandonment Line and will not
be discarded along the nght-of-way, nor will they be placed or left 1n streams or wetlands or
along the banks of such waterways During track removal, appropriate measurcs will be taken to
prevent or control spills from fuels, lubricants or any other pollutant materials from entering any
waterways. CORP contacted the U S Army Corps of Engincers by letter dated June 24, 2008

and has received no response to date. See Exhibit2 A copy of this Environmental Report has

been supplied to the U.S. Army Corps of Engineers for 11s information and comment.
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(n1) CORP does not believe that any permit under section 402 of the Clean Water Act
would be required for the abandonmem and discontinuance of service  CORP contacted the
ORDEQ and the USEPA by letter dated June 24, 2008 See Exhibit 2 A copy of this
Environmental Report has been supplied to the ORDEQ and USEPA for their nformation and

further comment

(10) Proposed Mitigation. Describe any actions that are proposed to mitigate adverse
environmental 1mpacts, indicating why the proposed mitigation is appropriate

CORP does not anticipate that the proposed abandonment and discontinuance of service
would result in any adverse environmental impacts, Therefore, CORP does not believe that any
mitigating actions will be necessary. CORP will, of course, adhere to any remedial actions
suggested by the recipients of this Environmental Report, which are required by the Board

HISTORIC REPORT

1. A U.S.G.S. topographic map (or alternate map drawn to scale and sufficiently
detailed to show buildings and other structures in the vicinity of the proposed action)
showing the location of the proposed action, and the locations and approximate dimensions
of railroad structures that are 50 years old or older and are part of the proposed action.

U S Geological Survey Maps have been supplied to the Oregon Parks and Recreation
Department (“ORPRD™) See Exhibit 3 From the southern terminus of the Line at Milepost
763 13 near Cordes, OR to the northern terminus at Milepost 669 0 near Vaughn, OR, the USGS
maps should be viewed in the following order Coquille, Coos Bay. North Bend, Lakeside,
Winchester Bay, Reedsport, I'ivemile Creek, Tahkemtch Creek, Florence, Mercer Lake, Tiernan,
Mapleton, Greenleaf. Roman Nose Mountain, Clay Creek, Walton and Noti  Along with the
hard copy of the maps, CORP s filing with ORPRD and SEA the accompanying CD that wil]

allow them to view the maps in greater detail.
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2. A written description of the right of way (including approximate widths, to the
extent known), and the topography and urban and/or rural characteristics of the
surrounding area.

In general, the Line passes through rural areas The few urban areas along the Line are
noted in the description The right-of-way 1s generaily 100 feet wide, although subject to
variation, with the track generally in the center of the nght-of-way The Line is in a coastal arca
and as can be seen in the description runs along a number of rivers and other bodies of water

The Line begins at Milepost 786.5 ncar Cedar Point to the west of Coquille on the north
bank of the Coquille River moving 1n an east-west direction  From Milepost 786 5 to Milepost
763 13, the Line is owned by UP and operated by CORP pursuant to a lease West of Cedar
Point, the Line turns north and essentially runs parailel to (and to the west of) Oregon Highway
(“ORH™} 42. To the west of the Line 15 Beaver Slough The Line 1s crossed by ORH 42, so that
the railroad line 1s to the east of the highway

The Line continues to run parallel and to the east of ORH 42 and to the west of the
Isthmus Slough The Line crosses Manning Gulch, Rogue Guich, Wall Gulch and then Davis
Slough Continuing 1n a northerly direction between ORH 42 on the west and the Isthmus
Slough to the east, the Line crosses Shinglehouse Slough before passing through the town of
Millington. OR. The Line then enters the town of Bunker Hill and crosses the Coalbank Slough
before entering Coos Bay, OR  The Line passes through the eastern part of Coos Bay and North
Bend, OR 1o the west of a body of water known as Coos Bay At the northern end of North
Bend, the Line crosses US Highway 101 and then crosses the Coos Bay

The portion of the Line owned by UP ends north of Coos Bay, at Milepost 763 13. The
portion of the Line north of this point is owned by CORP Continuing north, the Line runs to the
east of Oregon Dunes National Recreation Area (“ODNRA") and to the west of the North

Slough. The Line then enters the ODNRA, with US Highway 101 located parallel to the east
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The Line continues running 1n a northerly direction to the east of the Siuslaw National
Forest and crosses Saunders Lake The Line at this point continues to the west of US
Highway 101. The Line crosses Tenmile Creek and turns east, crossing US Highway 101 and
passing through Lakeside, OR The Line then turns north again and runs along the west side of
North Tenmile Lake and crosses a portion of the Lake The Line then runs along and crosses a
portion of Blacks Arm in the William M. Tugman Staie Park At this point, the Line crosscs
from Coos County into Douglas County. The Line crosses Blacks Creek and travels along the
castern side of the Creek.

The Line enters Tunnel No 19 at milepost 746.41 and leaves the Tunne] at milepost
745 62 The Line continues north along Wind Creek and crosses Wind Creek several times The
Line then turns east and crosses Scholfield Creck, traveling through marshes on the west side of
Scholfield Creek. Turning in a northwesterly direction, the line again crosses Scholfield Creek
before it enters Reedsport, OR and turns to the northeast From Reedsport, the Line crosses the
Umpqua River

The Line then passes through East Gardiner, OR on the west side of the Smith River
before veering off in a more northerly direction through the Siuslaw National Forest along the
cast side of Frantz Creek Tuming in a northwesterly direction, the Line crosses Frantz Creek
near Brenham, OR The Line enters Tunnel No. 18 at Milepost 734.77 and exits the Tunnel at
Milepost 734.48. The Line travels north along the eastern shore of Tahkenitch Lake and then
crosscs Tahkenitch Lake and onto Isthmus Point The Line runs along the east bank of an arm of
the lake and then crosses North Arm and travels along 1ts western shore, crossing Catfish Cove

In a northeasterlv direction, the Line passes 10 the east of Booth Arm and crosses Lane

Creek Tunnel No 17 is located between Milepost 727 83 and Milepost 727 70 Upon exiting
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Tunnel No 17, the Line tumns north to cross Fiddle Creek at Ada Point, and then turns to the
northeast along the eastern shore of Siltcoos Lake to the west of Ada Park The Line continues
along Siltcoos Lake and turns to the east along the south shore of Miller Arm The Line enters a
marsh and turns again 10 the northeast, crossing Carle Creek and running along the west side of
Maple Creek The Line then turns northwest and enters Tunnel No 16, which 1s located between
Milepost 721 64 and Milepost 721 52 The Line then enters Tunnel No 15 at Milepost 721 14
Exiting Tunnel No 15 at Milcpost 720.73, the Line turns north as it continues through the
Siuslaw National Forest, ranning along the east sidc of the South Inlet and then along the eastern
shore of thc South Slough Turning north, the Line crosses the South Slough and then at
Cushman crosses the Siuslaw River over a drawbridge, The Line continues to run in a generally
easterly direction on the north shore of the Siuslaw River past the Prosser Slough and Wendson
The Line continues along the north of the Swuslaw River past the towns Beizen, Tiemnan, Tide
and Swisshome, OR 1n the Siuslaw National Forest Crossing Lake Creek, the Linc continues
along the north bank of the Siuslaw River The Line crosses a bend in the Stuslaw River twice
near Milepost 694, remaining on the north shore. As the Siuslaw River turns to the south and
west, the Line continues to run along the same side of the river, first on the east side and then the
south because the river is headed west The river then turns east and the Line continues on the
north shore of the river with the Linslaw County Park to the south

East of Linslaw, OR the Linc crosses the Siuslaw River and continues along 1ts southern
shore As the Siuslaw Ruver turns south again. the Line crosscs 1t and moves east along Wildcat
Creek At an elevation of about 400 fect, the Line continues east along the north side of Wildcat
Creek. The Line cnters Tunnel No 14 at Milepost 681.18 and exits that Tunnel at Milepost

681.09. The Line then follows the west bank of Wildcat Creek as the Line and creek both turn to
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the north Turning east, past Walton, the Line continues on the north side of Wildcat Creek past
Cram and Penn, OR

The Line enters Tunnel No 13 at Milepost 669.94. Exiting Tunnel No 13 at Milepost
669.47. the Line ends at Milepost 669.0, west of Vaughn, OR

Additional details regarding the Line can be found 1n the USGS Maps contained 1n
Exhibit 3 (and the accompanying CD) and the track charts in Exhibit 5

3. Good quality photographs (actual photographic prints, not photocopies) of
railroad structures on the property that are 50 years old or older and of the immediately
surrounding area.

Photographs of the bridges on the Line that are 50 years old or older and a detailed

description of the bridges are attached as Exhibit 4

4. The date(s) of construction of the structure(s), and the date(s) and extent of any
major alterations, to the extent such information is known,

See Exhibit 4.

5. A brief narrative history of carrier operations in the area, and an explanation of
what, if any, changes are contemplated as a result of the proposed action.

In 1906, the Southern Pacific Railroad (**SP™) announced that it was planning to build a
rail line from Eugene to Coos Bay, OR. Construction of the line by SP’s subsidiary, the
Willamette Pacific Raiiroad, was delayed until 1911, but the line to Coos County was finally
completed in 1916 The railroad created Reedsport as a camp for railroad construction workers.
Reedsport became a permanent town 1n 1912

CORP acquired the Abandonment Line, and leased the Discontinuance l.ine, from SP in

1994 and continuously operated the Line until it was embargoed on September 21, 2008
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6. A brief summary of documents in the carrier's possession, such as engineering
drawings, that might be useful in documenting a structure that is found to be historic.

CORP possesses the valuation maps of the Line, but is not aware of any other
documentation regarding the Line in 11s possession

7. An opinion (based on readily available information in the railroad's possession)
as to whether the site and/or structures meet the criteria for listing on the National Register
of Historic Places (36 C.F.R. 60.4), and whether there is a likelthood of archeological
resources or any other previously unknown historic properties in the project area, and the
basis for these opinions (including any consultations with the State Historic Preservation
Office, local historical societies or universities).

CORP believes that the bridges, tunnels and structures on the Line arc neither unusual
nor suffliciently noteworthy to warrant inclusion in the National Register of Historic Places To
CORP’s knowledge, there are no archeological resources or other railroad related histonc
properties in the project area

8. A description (based on readily available information in the railroad's
possession) of any known prior subsurface ground disturbance or fill, environmental
conditions (naturally occurring or manmade) that might affect the archeological recovery
of resources (such as swampy conditions or the presence of toxic waste), and the
surrounding terrain.

CORRP 1s not aware of any existing subsurface ground disturbances or fills, or
environmental conditions that might affect the archeological recovery of any potential resources

9. Within 30 days of receipt of the historic report, the State Historic Preservation
Officer may request the following additional information regarding specific non railroad
owned properties or groups of properties immediately adjacent to the railroad right-of-
way: photographs of specified properties that can be readily seen from the railroad right-
of-way (or other public rights-of-way adjacent to the property) and a written description of
any previously discavered archeological sites, identifying the location and type of the site
(Le. prehistoric or native American).

CORP does not foresee the likelithood that any additional information will need to be
supplied in connection with the proposed abandonment other than that information previously

submitted. If such additional information 1s requested, CORP will promptly supply the

necessary information (to the extent that it 15 in CORP’s possession).
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CORP contacted ORPRD See Exhubit 2 No response has been received. A copy of this

Report has been mailed to ORPRD

DC1 1220117v2
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SIDLEY AUSTIN » | BELIING LOS ANGELES

SIDLEY AUSTIN LLP 1501 K STREET, MW BRUSSELS NEW YORK
WASHINGTON, D C 20005 CHICAGD SAN FRANCISCO
S I D L E Y l {202) 736 8000 DALLAS SHANGHAI
{202) 736 8711 FAX FRANKFURT SINGAPORE
GENEVA SYDMEY
HONG KONG TOKYQ
LONDON WASHINGTON, D C
thynas@sidiey com
1202) 736-8198 FCUNDED “866

June 24, 2008

Natural Resources Conservation Service
U S Department of Agriculture

101 SW Maun Street, Suite 1300
Portland, OR 97204-3221

Re Docket No AB-515 (Sub-No 2X), Central Oregon & Pacific Ralroad, inc - Abandonment and
Discontinuance - in Coos, Douglas, and Lane Counties, OR {Coquille 10 Vaughn)

Dear Sir/Madam

On or about July 14, 2008, we expect to be filing with the Surface Transportation Board (*S1B") an
apphcation seeking authornty for Central Oregon and Pacific Railroad, Inc (“CORP™) to abandon and discontinue
service over approximately 119.5 mules of its Coos Bay Subdivision in Coos, Douglas, and Lane Counties, OR CORP
will seek to abandon a 94 13 mile segment between milepost 669 0 near Vaughn, OR, and milepost 763 13 south of
Cordes, OR. CORP will seek to discontinue service over approximately 24 47 miles consisting of (1) about 22 47
miles between nlepost 763 13 south of Cordes and milepost 785.6 near Coquille, OR, over a line that 1s leased from
the Union Pacific Railroad Company, and (2) the 2 0 mile LPN Branch between Gardiner Jet . milepost 738 8, and the
end of the line at milepost 2.0, leased from Longview, Portland & Northern Railway Company

Aftached 15 a Combined Environmental and Historic Report descnbing the proposed action and any expected
environmental and historic effects, as well as a map (Exhibit 1) of the affected area We are providing this report so
that vou may review the information that will form the basis for the STB’s independent environmental analysis of this
proceeding. If any of the informantion 18 misieading or incorrect, if you believe that pertinent information is missing, or
if you have any questions about the STB’s environmental review process, please contact the Section of Environmental
Analysis (SEA), Surface Transportation Board, 395 E Street, SW, Washington, DC 20423, telephone 202-245-0295
and refer to the above Docket No AB-515 (Sub-No 2X).

Because the applicable statutes and regulations impose stringent deadlines for processing this action, your
written comments to SEA (with a copy to our representative) wounld be appreciated within 3 weeks Your comments
will be considered by the STB n evaluating the environmental impacts of the contemplated acuon If there are any
questions concerning this proposal, please contact our representative directly, Our representative in this matter 1s
Terence M, Hynes who may be contacted by telephone at 202-736-8198, emal at thynes/@sidley com, or mail at
Sidley Austin LLP, 1501 K Street, NW, Washington, DC 20005

Sin:er/clb

s M

Terence M Hynes

Counsel for Central Oregon & Pacific
Railroad, Inc and RailAmerica, Inc

TMH aat
Enclosures

Sudiey Auttn L2 13 8 Tad W by par-8r10 PraZis ng & aTEEEON weih Sivar Seligy Susle partantps
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SIDLEY AUSTIN u» BENING LOS ANGELES
SIGLEY AJST.N L.P 1591 K STREET, NW BRUSSELS NEW YORK
WASH.NGTON DC 20005 CHICAGQ SAN FRANCISCO
SIDLEY] e e
{202) 736 8711 FAX FRANKFURT BINGAPORE
GENEVA SYDNEY
HONG KONG TOKYQ
LONDON WASHINGTON, D C
thynes@sidisy com

(202) 736-8195 , FOUNDED 1886
June 24, 2008

U S Fish and Wildlife Service
Region 1

Eastside Federal Complex

911 NE | lth Avenue
Portland, OR 97232-4181

Re Docket No AB-515 (Sub-No 2X), Centrual Oregon & Pacific Railroad, Inc - Abandonment and
Discontinuance - in Coos, Douglas. and Lane Counties, OR (Coqulle 1o Vaughn)

Dear Sir/Madam.

On or about July 14, 2008, we expect to be filing with the Surface Transpostation Board (“STB™) an
applhication seeking authority for Central Oregon and Pacific Railroad, Inc (“CORP”) to abandon and discontinue
service over approximately 119.5 miles of its Coos Bay Subdivision in Coos, Douglas, and Lane Counties, OR CORP
will seek to abandon a 94 13 mile segment between milepost 669 0 near Vaughn, OR, and milepost 763 13 south of
Cordes, OR  CORP wili seek to discontinue service over approximately 24 47 miles consisting of (1) about 22 47
miles between milepost 763 13 south of Cordes and milepost 785.6 near Coquulle, OR, over 2 line that 1s leased from
the Umon Pacific Railiroad Company; and (2) the 2 0 mile LPN Branch between Gardiner Jct , milepost 738 8, and the
end of the line at milepost 2 0, leased from Longview, Portland & Northern Railway Company.

Attached 15 a Combined Environmental and Historic Repost describing the proposed action and any expected
environmental and historic effects, as well as a map (Exhibit 1) of the affected area. We are providing this report so
that you may review the information that will form the basis for the STB's independent environmental analysis of this
proceeding If any of the information 1s misleading or incorrect, if you believe that pertinent information 1s missing, or
if you have any questions about the STB's environmental review process, please contact the Section of Environmental
Analysis (SEA), Surface Transportation Board, 395 E Street, SW, Washington, DC 20423, telephone 202-245-0295
and refer to the above Docket No. AB-515 (Sub-No 2X)

Because the applicable statutes and regulations impose stringent deadlines for processing this action, your
written comments to SEA (with a copy to our representative) would be appreciated within 3 weeks. Your comments
will be considered by the STB m evaluating the environmental impacts of the contemplated action If there are any
questions concerning this proposal, please contact our representative directly Our representative n this matter is
Terence M Hynes who may be contacted by telephone at 202-736-8198, email at thynes@sidley com, or mail at
Sidley Austin LLP, 1501 K Street, NW, Washington, DC 20005

Smeerel
f}: b I-Hr-
Terence M Hyne.
Counsel for Central Oregon & Pacific
Railroad, Inc and RailAmerica, Inc

TMH.aat
Enclosures

Sedlwy Ausin LP i § Wm:led babidy parinsrship prachang in affkat.on with other S«iiey Ausun parnersh ps
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SIDLEY AUSTIN ..p ! BELIWNG LOS ANGELES

SIDLEY AUSTIN LLP *501 K STREET, NW BRUSSELS NEW YORK
WASHINGTON DC 20005 CHICAGO SAN FRANCISCO
SIDLEY] ot
1202} 736 8711 FAX FRANWKFURT SINGAPORE
GENEVA SYDNEY
HONG KONG TOKYQ
LONDON WASHINGTON D C
*nynes@sldley com
{202) 738-8158 FOUNDED 1866
June 24, 2008

National Park Service, Pacific West Region
One Jackson Center

1111 Jackson Street, Suite 700

Oakland, CA 94607

Re Docket No AB-515 (Sub-No 2X), Central Oregon & Pacific Ratlroad, Inc - Abandonment and
Discontinuance - in Coos, Douglas and Lane Counties, OR (Coquulle to Vaughn)

Dear Sir/Madam

On or about July 14, 2008, we expect to be filing with the Surface Transporiation Board (“STB™) an
application seeking authority for Central Oregon and Pacific Railroad, inc {(“CORP”) to abandon and discontinue
service over approximately 119.5 miles of its Coos Bay Subdivision in Coos, Douglas, and Lane Counties, OR CORP
will seek to abandon a 94 13 mile segment betwecen milepost 669 0 near Vaughn, OR, and milepost 763 13 south of
Cordes, OR CORP will seek to discontinue service over approximately 24 47 miles consisting of (1) about 22 47
mles between milepost 763 13 south of Cordes and milepost 785 6 near Coquille, OR, over a line that 1s leased from
the Union Pacific Railrcad Company, and (2) the 2.0 mile LPN Branch between Gardiner Jct , milepost 738 8, and the
end of the line at milepost 2 0, leased from Longview, Portland & Northern Railway Company

Attached 1s a Combined Environmental and Historic Report describing the proposed action and any expected
environmental and historic effects, as well as a map (Exhibit 1) of the affected area We are providing this report so
that you may review the nformation that will form the basis for the STB’s independent environmental analysis of this
proceeding. If any of the information is misleading or incorrect, if you believe that pertinent information 1s missing, or
if you have any questions about the STB’s environmental review process, please contact the Section of Environmental
Analysis (SEA), Surface Transportation Board, 395 E Street, SW, Washington, DC 20423, telephone 202-245-0295
and refer to the above Docket No AB-515 (Sub-No. 2X)

Because the applicable statutes and regulations impose stringent deadlmes for processing this action, your
wrilten comments to SEA (with a copy to our representative) would be appreciated within 3 weeks Your comments
will be considered by the STB n evaluating the environmental impacts of the contemplated action. If there are any
questions concerning this proposal, please contact our representative directly OQur representative in this matter 1s
Terence M Hynes who may be contacted by telephone at 202-736-8198, email at thynes@sidley com, or mail at
Sidley Austin LLP, 1501 K Street. NW, Washington, DC 20005.

Sincerel
%’Z— ne nv‘-
Terence M Hynes

Counse! for Central Oregon & Pacific
Railroad, Inc and RailAmerica, Inc

TMH aat
Enclosures

SuSey Austn LU % & hinuted babidy prrinarshp practong n sFhgion wilh other Scllay Aulbn partna s
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SIOLEY AUSTIN uiF BE!JING LOS ANGELES
SIDLEY AUSTIN LLP 1501 K STREET, N W BRUSSELS NEW YORK
WASHINGTON D C 20005 CHICAGO SAN FRANCISCO
S I DL EY | (202) 736 8000 DALLAS SHANGHAI
t {202) 738 8711 FAX FRANKFURT SINGAPORE
GENEVA SYDNEY
AONG KONG TOKTO
LONDON WASHINGTON, D C
thynes@sidiay car
{202) 736-8188 FOJNDED 4886

June 24, 2008

Ehn D Miller, Regional Admmistrator
U S Environmental Protection Agency
Regional Administrator's Office, RA-140
1200 Sixth Avenue, Suite 900

Seattle, WA 98101

Re Docket No AB-515 (Sub-No 2X), Central Oregon & Pacific Railroad, Inc - Abandonment and
Discontinuance - in Coos, Douglas, and Lane Counties, OR (Coquulle to Vaughn)

Dear Mr Miller

On or about July 14, 2008, we expect to be filing with the Surface Transportation Board (“STB™) an
apphcation seeking authority for Central Oregon and Pacific Railroad. Inc (“CORP ™ to abandon and discontimue
service over approximately 119.5 miles of its Coos Bay Subdivision in Coos, Douglas, and Lane Counties, OR  CORP
will seek to abandon a 94 13 mile segment between mulepost 669.0 near Vaughn, OR, and milepost 763 13 south of
Cordes, OR  CORP will seek to discontinue service over approximately 24 47 miles consisting of (1) about 22 47
miles between milepost 763 13 south of Cordes and milepost 785 6 near Coquille, OR, over a line that 15 leased from
the Union Pacific Railroad Company, and (2) the 2 0 mile LPN Branch between Gardiner Jct , milepost 738 8, and the
end of the line at milepost 2 0, leased from Longview, Portland & Northern Railway Company

Attached 1s a Combined Environmental and Historic Report describing the proposed action and any expected
environmental and historic effects, as well as a map (Exhubit 1) of the affected area We are providing this report so
that you may review the information that will form the basis for the STB's independent environmental analy sts of this
proceeding If any of the information is misleading or incorrect, if you believe that pertinent information 1s missing, or
if you have any questions about the STB’s environmental review process, please contact the Section of Environmental
Analysis (SEA), Surface Transportation Board, 395 E Street, SW, Washington, DC 20423, telephone 202-245-0295
and refer to the above Docket No AB-515 (Sub-No 2X)

Because the applicable statutes and regulations impose stringent deadlines for processing this action, your
written comments to SEA (with a copy to our representative) would be appreciated within 3 weeks Your comments
will be considered by the STB n evaluating the environmental impacts of the contemplated action If there are any
questions conceming this proposal, please contact our representative directly Our representative in this matter 1s
Terence M Hynes who may be contacted by telephone at 202-736-8198, emal at thynes@sidley com, or maz] at
Sidley Austin LLP. 1501 K Street, NW, Washington, DC 20005

SIW

798 pnm
Terence M. Hynes
Counsel for Central Oregon & Pacific
Railroad, Inc. and RailAmerica, Inc

TMH.aat
Enclosures
Siey AUSHN LLP 1% 6 bndeq iabidy pictnenshp Pracocng m aPiksbon with othar Sidey Ausin pannafsnps
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SIDLEY AUSTIN L.p BEIJING LOS ANGELES
SIDLEY AUSTIN LLP 1501 K STREET, NW BRUSSELS NEW YORK
| WASHINGTON, D C 20005 CHICAGO SAN FRANCISCO
SIDLEY]
{202) 726 8711 FAX FRANKFURT SINGAPORE
GENEVA SYDNEY
HONG KONG TOKYOQ
LONDON WASHINGTON, D C

thyrea@aid'ey corm h

(202) 736-8188 FOUNDED 1866

June 24, 2008

Colonel Thomas O'Donovan, District Engineer
U S Armmy Corps of Engineers, Portland District
P.O Box 2946

Portland, OR 97208-2946

Re Docket No AB-515 (Sub-No 2X), Ceniral Oregon & Pacific Rariroad, Inc - Abandonment and
Discontinuance - in Coos, Douglas, and Lane Counties, OR (Coguille to Vaughn)

Dear Colonel O’Donevan

On or about July 14, 2008, we expect 10 be fihng with the Surface Transportation Board (“STB”) an
application seeking authority for Central Oregon and Pacific Railroad, Inc (“CORP™) to abandon and discontinue
service over approximately 119 5 miles of its Coos Bay Subdivision 1n Coos, Douglas, and Lane Counties, OR CORP
will seek to abandon a 94 13 mule segment between milepost 669 0 near Vaughn, OR, and milepost 763 13 south of
Cordes, OR. CORP will seek to discontinue service over approximately 24 47 miles consisting of (1) about 22 47
miles between milepost 763 13 south of Cordes and miepost 785 6 near Coquille, OR, over a hne that 1s leased from
the Umion Pacific Railroad Company, and (2) the 2 0 mile LPN Branch between Gardiner Jet , milepost 738 8, and the
end of the line at milepost 2 0, leased from Longview, Portland & Northem Railway Company

Attached 15 a Combined Environmental and Historic Report describing the proposed action and any expected
environmental and histonic effects, as well as a map (Exinbit 1) of the affected area  We are providing this report so
that you may review the information that wili form the basis for the STB's independent environmental analysis of this
proceeding If any of the information is misleading or incorrect, if you believe that pertinent information 1s missing, or
if you have any questions about the STB's environmental review process, please contact the Section of Environmental
Analysis (SEA), Surface Transportation Board, 395 E Sweet, SW, Washington, DC 20423, 1elephone 202-245-0295
and refer to the above Docket No AB-515 (Sub-No 2X)

Because the applicable statutes and regulations impose stringent deadlines for processing this action, your
written comments to SEA (with a copy to our representative) would be appreciated within 3 weeks Your comments
will be considered by the STB in evaluating the environmental impacts of the contemplated action If there are any
questions concerming this proposal, please contact our representative directly Our representative in this matter 15
Terence M. Hynes who may be contacted by telephone at 202-736-8198, emas] at thynes@sidley com, or mait at
Sidley Austin LLP, 1501 K Street, NW, Washington, DC 20005

Sm_:_:ylx..._

»——M\L‘f—

Terence M Hynes
Counsel for Central Oregon & Pacific
Railroad, Inc and RatlAmerica, Inc

TMH aat
Enclosures

Scllay Ausln .LP I & WTaled babdily parnarsies prachesg i affialon with aher Swd ay A.sLh pannerships
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SIDLEY AUSTIN e BELIING LOS ANGELES
SIDLEY AUSTIN LLP 1501 K STREET NW SRUSSELS NEW YORK
WASHINGTON, D C 20005 1 CHICAGOD SAN FRANCISCO
S IDLEY] cHcac S AN
(202) 736 8711 FAX FRANKFURT SINGAPORE
GENEVA SYDNEY
HONG KONG TOKYD
<ONDOM WASHINGTON CC
thynes@sidiey com
(202) 736-8198 FOUNDED 1B86

June 24, 2008

NGS Informauon Services, NOAA, N/NGSI12
National Geodetic Surgey SSMC-3, #9202
1315 East-West Highway

Silver Spring, MD 20910-3282

Re Docket No AB-515 (Sub-No 2X), Central Oregon & Pacific Railroad, Inc - Abandonment and
Discontinuance - im Coos, Douglas, and Lane Counnties, OR (Coquille io Vaughn)

Dear Sir/Madam

On or about July 14, 2008, we expect to be filing with the Surface Transporiation Board (*STB”) an
application seeking authority for Central Oregon and Pacific Ralroad, Inc (“CORP") to abandon and discontinue
service over approximately 119 5 miles of its Coos Bay Subdivision in Coos, Douglas, and Lane Counties, OR CORP
will seek to abandon a 94 13 mile segment between milepost 669 0 near Vanghn, OR, and milepost 763 13 south of
Cordes, OR CORP will seek to discontinue service over approximatcly 24 47 miles consisting of (1) about 22 47
miles between milepost 763 13 south of Cordes and milepost 785.6 near Coquille, OR, over a line that 15 leased from
the Union Pacific Railroad Company, and (2) the 2 0 mile LPN Branch between Gardiner Jct , milepost 738 8, and the
end of the line at milepost 2 0, leased from Longview, Portland & Northern Railway Company

Attached 15 a Combned Environmental and Historic Report describing the proposed action and any expected
environmental and historic effects, as well as a map (Exhibit 1) of the affected ares. We are providing this report so
that you may review the information that will form the basis for the STB’s independent environmental analysis of this
procecding If any of the information 1s misleading or incorrect, if you believe that pertinent information is missing, or
if you have any questions about the STB’s environmental review process, please contact the Section of Environmental
Analysis (SEA), Surtace Transportation Board 395 E Street, SW, Washington, DC 20423, telephone 202-245-0295
and refer to the above Docket No AB-515 (Sub-Ne 2X)

Because the applicable statutes and regulations impose stringent deadlines for processing this action, your
written comments to SEA (with a copy to our representative) would be appreciated within 3 weeks Your comments
will be considered by the STB n evaluating the environmental impacts of the contemplated action If there are any
questions concerning this proposal, please contact our representative directly Our representauive mn this matter 1s
Terence M Hynes who may be contacted by telephone at 202-736-8198, email at thynes@sidley.com, or mail at
Sidley Austin LLP, 1501 K Street, NW, Washington, DC 20005,

Sl%

‘ s A
Terence M Hynes

Counsel for Central Oregon & Pacific
Raiiroad, Inc. and RailAmerica, Inc

TMH:aat
Enclosures

Suchay Ausin Lr s 8 hrried babi 2y pannanhg pracocng i a*bhalion with olrar Ssday AusLn pannarnss
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S.DLEY AUSTIN »p BELJING LOS ANGELES
S'DLEY AUSTIN (LP_ 1501 X STREET "W BRUSSELS NEW YORK
WASHINGTON,. D C 20005 CHICAGD SaN FRANGCISCO
SIDLEY| et
{202) 738 8711 FAY FRANKFURT S'NGAPCRE
GENEVA SYDNEY
HONG KONG TOKYQ
LONDON WASHINGTON, D C

thynsad:sidiay com
[202) 738-8168 | FOUNDED 1866

June 24, 2008

Dick Pedersen, Interun Director

Oregon Department of Environmental Quality
811 SW Sixth Avenue

Portland, OR 97204-1390

Re Daocket No AB-515 (Sub-No 2X), Central Oregon & Pacific Railroad, Inc - Abandonment and
Discontinuance - m Coos, Douglas, and Lane Counties, OR (Cogquille to Vaughn)

Dear Mr Pedersen

On or about July 14. 2008, we expect to be filing with the Surface Transportation Board (“STB™} an
apphication seeking suthority for Central Oregon and Pacific Railroad, Inc (“CORP™) to abandon and discontinue
service over approximately 119 5 miles of 1ts Coos Bay Subdivision in Ceos, Douglas, and Lane Counties, OR  CORP
will seek to abandon a 94 13 mile segment between milepost 669.0 near Vaughn, OR, and milepost 763 13 south of
Cordes, OR CORP will seek to discontinue service over approximately 24 47 miles consisting of (1) about 22 47
miles between milepost 763.13 south of Cordes and milepost 785 6 near Coquille, OR, over a line that 1s leased from
the Umon Pacific Raiiroad Company, and (2) the 2 O mile LPN Branch between Gardiner Jct , milepost 738 8, and the
end of the line at milepost 2 0, leased from Longview, Portland & Northern Railway Company

Attached is a Combined Environmental and Historic Report describing the proposed action and any expected
environmental and historic effects, as well as a map (Exhubit 1) of the affected area We are providing this report so
that you may review the mformation that will form the basis for the STB’s independent environmental analysis of this
proceeding. If any of the information is misleading or incorrect, iIf you believe that pertinent information 1s missig, or
if you have any questions about the STB’s environmental review process, please contact the Sectzon of Environmental
Analysis (SEA), Surface Transportation Board, 395 E Street, SW, Washington, DC 20423, telephone 202-245-0295
and refer to the above Docket No AB-515 (Sub-Ne 2X)

Because the applicable statutes and regulations impose stringent deadlmes for processmg this action, your
written comments to SEA (with a copy to our representative) would be appreciated within 3 weeks Your comments
will be considered by the STB 1n evaluating the environmental impacts of the contemplated action If there are any
questions conceming this proposal, please contact our representative directly Our representative 1n this matter 1s
Terence M. Hynes who may be contacted by telephone et 202-736-8198, email at thynes/@sidley com, or mail at
Sidley Austin LLP, 1501 K Street, NW, Washington, DC 20005

SW
Tel‘(nce M. Hy:::

Counsel for Central Oregon & Pacific
Railroad, Inc and RailAmerica, Inc

TMH.aat
Enclosures

Sdley Aaabn P 3 § bin'sc habLly e she practeng i athipoon with ciher 8 dey Assar padnersk py
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SIDLEY AJSTIN ur BELJING LOS ANGELES
SIDLEY AUSTIN LLP 1501 K STREET, N W BRUSSELS NEW YORK
WASHINGTON DC 20005 CHICAGO SAN FRANCISCO
ID I E Y {2C2) 738 8CO0 DALLAS SHANGHA|
(202) 756 8711 FAX FRANKFURT SINGAPORE
GENEVA SYDNEY
HONG KONG TOXYO
LONDON WASHINGTON CC
thynes@sidiay com
.202) 736-8105 FOUNDED 1366
June 24, 2008

Oregon Coastal and Ocean Program Management
Department of Land Conservation and Development
800 Oregon Street, NE #18

Portland, OR 97223

Re Docket No AB-515 (Sub-No 2X), Central Oregon & Pacific Ratlroad, Inc - Abandonment and
Discontinuance - in Cuos, Douglas. and Lane Counties, OR (Coquille to Vaughn)

Dear Sir/Madam

On or about July 14, 2008, we expect to be filing with the Surface Transportation Board (“STB™) an
application seeking authority for Central Oregon and Pacific Railroad, Inc (“CORP*) to abandon and discontinue
service over approxumately 119 5 miles of its Coos Bay Subdivision in Coos, Douglas, and Lane Counties, OR CORP
will seek to abandon a 94 13 mile segment between milepost 669.0 near Vaughn, OR, and milepost 763 13 south of
Cordes, OR  CORP will seek to discontinue service over approximately 24 47 miles consisting of. (1) about 22 47
mules between mulepost 763.13 south of Cordes and milepost 785 6 ncar Coquille, OR, over a Iine that 15 leased from
the Union Pacific Railroad Company; and (2) the 2 0 mile LPN Branch between Gardiner Jct , mulepost 738 §, and the
end of the line at milepost 2.0, leased from Longview, Portland & Northern Ralway Company.

Attached 15 a Combined Environmental and Historic Report describing the proposed action and any expected
environmental and historic effects, as well as a map (Cxhibit 1) of the affected area We are providing this report so
that you may review the information that will form the basis for the STB’s mdependent environmental analysis of this
proceeding If any of the information 1s misleading or incorrect, if you believe that pertinent information 1s missing, or
if you have any questions about the STB's environmental review process, please contact the Section of Environmental
Analysis (SEA), Surface Transportation Board, 395 E Street, SW, Washington, DC 20423, telephone 202-245-0295
and refer to the above Docket No AB-515 {Sub-No. 2X)

Because the applicable statutes and regulations impose stringent deadlines for processing this action, your
written comments to SEA (with a copy to our representative) would be appreciated within 3 weeks Your comments
will be considered by the STB 1n evaluating the environmental impacts of the contemplated action If there are any
questions concerning this proposal, please contact our representative directly Our representative in thus matter 1s
Terence M Hynes who may be contacted by telephone at 202-736-8198, email at thynes@sidley com. or mail at
Sidley Austin LLP, 1501 K Street, NW, Washington, DC 20005

wr
Tefence M Hynes

Counsel for Central Oregon & Pacific
Railroad, Inc and RailAmerica, Inc

TMH.aat
Enclosures

Sdey Aurr LP 3 8 JTeed A5 by paT LD pracborg in Aff.aanon wih othe  Scisy AulLh part arnhizs
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SIDLEY ALSTIN e BEL.ING LOS ANGELES
SIDLEY AUSTIN LLP 1505 K STREET.N'W BRUSSELS NEW YORK
WASHINGTON, D C 20008 CHICAGO SAN FRANCISCO
SIDLEY| wAaTON
{202) 736 8711 FAX " FRANKFURT SINGAPORE
GENEVA SYDNEY
HONG KONG TOKYQ
LONDON WASHINGTCN DC
thynas@@sidiey com
{202) 736-3198 FOUNCED 1836
June 24, 2008

State Historic Preservation Office
Oregon Parks & Recreation Department
725 Summer Street, Suite C

Salem, OR 97301

Re Docket No AB-515 (Sub-No 2X), Central Oregon & Pacific Railroad, Inc - Abandonment and
Discontinuance - in Coos, Douglas, emd Lane Counties, OR (Coquille to Vaughn)

Dear Sir/Madam

On or about July 14, 2008, we expect to be filing with the Swiface Transportation Board (“STB") an
application seeking authority for Central Oregon and Pacific Railroad, Inc (“CORP™) to abandon and discontinue
service over approximalely 119 5 miles of its Coos Bay Subdivision in Coos, Douglas, and Lane Counties, OR  CORP
will seek to abandon a 94.13 mile segment between milepost 669 0 near Vaughn, OR, and milepost 763 13 south of
Cordes, OR CORP will seek 1o discontinue service over approximately 24 47 miles consisting of. (1) about 22 47
miles between milepost 763 13 south of Cordes and milepost 785 6 near Coquille, OR, over a linc that 1s leased from
the Union Pacific Railroad Company; and (2) the 2 0 mile LPN Branch between Gardiner Jet., milepost 738 8, and the
end of the line at milepost 2 0, leased from Longview, Portland & Northern Railway Company

Attached 1s a Combined Environmental and Historic Report describing the proposed action and any expected
environmental and historic effects, as well as a map (Exhibit 1) of the affected area We are providing this report so
that you may review the information that wai! form the basis for the STB’s independent environmental analysis of this
proceeding If any of the information 1s misleading or mcorrect, if you believe that pertinent information 1s missing, or
if you have any questions about the STB’s environmental review process, please contact the Section of Environmental
Analysis (SEA), Surface Transportation Board, 395 E Street, SW, Washington, DC 20423, telephone 202-245-0295
and refer to the above Docket No AB-515 (Sub-No 2X).

Because the applicable statutes and regulations impose stringent deadlines for processing this action, your
written comments to SEA (with a copy to our representative) would be appreciated within 3 weeks Your comments
will be considered by the STB 1n evaluating the environmental impacts of the contemplated action If there are any
questions concerning this proposal, please contact our representative directly Our representative in this matter is
Terence M Hynes who may be contacted by telephone at 202-736-8198, email at thynes@sidley.com, or mail at
Sidley Austin LLP, 1501 K Street, NW, Washington, DC 20005

Sincere
_.%“M-—ﬂ n
Terédnce M Hynes

Counsel for Central Oregon & Pacific
Railroad. Tne. and RailAmerica, Inc

TMH aat
Enclosures

Secllgy Auibn 1P ik & bmead kabory chieng i s whlh aihar Sidiey AUsLn pEWOREL 8
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SIDLEY AUSTIN ur BELING LOS ANGELES
SIDLEY AUSTIN LLP 1501 K STREET, N W BRUSSELS NEW YORK
WASHINGTON, D C 20005 CHICAGO SAN FRANCISCO
SIDLEY] i
' (202) 736 8711 FAX [ FRANKFURT SINGAPORE
GENEVA SYDNEY
HONG KONG TOKYO
LONDON WASHINGTON DC
thynasfis clay cam
(202) 726-8188 FOUNCED 1866
June 24, 2008

Matthew Garrett Director

Orcgon Transportation Department
355 Capstol Street, N E

Salem, OR 97301-3870

Re Dochet No AB-515 (Sub-No 2X), Central Oregon & Pacific Railroad, Inc - Abandonment and
Discontinuance - in Coos, Douglas, and Lane Counties, OR (Coquille to Vaughn)

Dear Mr Garrett

On or about July 14, 2008, we expect to be filing with the Surface Transportation Board (“STB™) an
application seeking authority for Central Oregon and Pacific Railroad, Inc (*CORP™) to abandon and discontinue
service over approximately 119 5 mules of its Coos Bay Subdivision 1in Coos, Douglas, and l.ane Counties, OR  CORP
will seek 1o abandon a 94 13 mile segment between milepost 669 0 near Vaughn, OR, and milcpost 763 13 south of
Cordes, OR CORP will seek to discontinue service over approximately 24 47 mules consisting of* (1) about 22 47
miles between milepost 763 13 south of Cordes and milepost 785 6 near Coquille, OR, over a line that 1s leased from
the Union Pacific Railroad Company; and (2) the 2 0 mile LPN Branch between Gardiner Jct , milepost 738 8, and the
end of the line at milepost 2 0, leased from Longview, Portland & Northern Railway Company.

Attached 15 a Combined Environmental and Historic Report describing the proposed action and any expected
environmental and historic effects, as well as a map (Exhbit 1) of the affected area We are providing this report so
that you may review the information that will form the basis for the STB's independent environmental analysis of this
proceeding If any of the information 1s misleadmg or incorrect, if you believe that pertinent :nformation 1s missing, or
if you have any questions about the STB’s environmental review process, please contact the Section of Environmental
Analysis (SEA), Surface Transportation Board, 395 E Street, SW, Washington, DC 20423, telephone 202-245-0295
and refer to the above Docket No AB-515 (Sub-No 2X)

Because the applicable statutes and regulations impose stringent deadlines for processing this action, your
written comments to SEA (with a copy to our representative) would be appreciated within 3 weeks. Your comments
will be considered by the STB n evaluating the environmental impacts of the contemplated action [f there are any
questions concerming this proposal, please contact our representative directly Our representative in this matter 1s
Terence M Hynes who may be contacted by telephone at 202-736-8198, email at thynes(@sidley com, or mail at
Siudley Austin LLP, 1501 K Street, NW, Washington, DC 20005

Smcerely,

Teren ﬁ Hynes d

Counsel for Central Oregon & Pacific
Railroad, Inc and RailAmenca, Inc

TMH:-aat
Enclosurcs

Sedley AL3tn LLP [s & lemztec! babibly pannershep praciag i sfkabon with other Skfsy Ausln partnershms
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SIGLEY AUST N .o BEILING LOS ANGELES
SIDLEY AUSTIN LLP 1501 K STREET NW BRUSSELS NEW YORK
WASHINGTON D C 20005 CHICAGO SAN FRANCISCO
S I DL EY I {20%) 736 800G DALLAS SHANGHAI
(202) 736 8711 FAX FRANKFURT SINGAPORE
GENEVA SYDNEY
HONG KONG TOKYO
LONDON WASHINGTON, D C
thynesg@sidiay com
(202) 736-819a EQUNDED 1866
June 24, 2008

Coos County Board of Commussioners
250 N Baxter
Coquille, OR 97423

Re: Docket No. AB-515 (Sub-No. 2X3, Central Oregon & Pacific Ralroad, Inc - Abandonment and
Discontinuance - in Coos, Douglas, and Lane Counties, OR (Coquille 10 Vaughn)

Dear Sir/Madam

On or about July 14,.2008, we expect to be filing with the Surface Transportation Board (“STB") an
application seeking authonty for Central Oregon and Pacific Railroad, Inc (“CORP”) to abandon and discontinue
service over approximately 119 5 miles of its Coos Bay Subdivision in Coos, Douglas, and Lane Counties, OR  CORP
will seek to abandon a 94 13 mile segment between milepost 669 0 near Vaughn, OR, and milepost 763 13 south of
Cordes, OR CORP will seek to discontinue service over approximately 24 47 miles consisting of (1) about 22 47
miles between milepost 763.13 south of Cordes and milepost 785 6 near Coquille, OR, over a line that 1s leased from
the Union Pacific Railroad Company, and (2) the 2 0 mile LPN Branch between Gardner Jct , milepost 738 8, and the
end of the line at milepost 2 0, leased from Longview, Portland & Northern Railway Company

Attached is a Combined Environmental and Historic Report describing the proposed action and any expected
environmental and historic effects, as well as a map (Exhubit 1) of the affected area  We are providing this report so
that you may review the mformation that will form the basis for the STB’s independent environmental analysis of this
proceeding If any of the information 1s misleading or mcorrect, if you believe that pertinent information 1s missing, or
if you have any questions about the STB’s environmental review process, please contact the Section of Environmental
Analysis (SEA), Surface Transportation Board, 395 E Swreet, SW, Washington, DC 20423, telephone 202-245-02%5
and refer to the above Docket No AB-515 (Sub-No 2X)

Because the applicable statutes and regulations impose stringent deadlines for processing this action, your
written comments to SEA (with a copy to our representative) would be appreciated within 3 weeks Your comments
will be considered by the STB in evaluating the environmental impacts of the contemplated action If there are any
questions conceming this proposal, please contact our representative directly Our representative in this matter 15
Terence M Hynes who may be contacted by telephone at 202-736-8198. email at thynes{@sidley.com, or mail at
Sidley Austin LLP, 1501 K Street, NW, Washington, DC 20005

Sincerel
et m
Terence M Hynes
Counsel for Central Oregon & Pacific
Railroad, Inc and RailAmerica, Inc.

TMH aat
Enclosures

Siciay Aul 1 LLP 18 & bruled kaodl ty gl oaD pBCUENG 10 whlator wit Cther Sio.ey Aus npardnersh ps
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SIDLEY AUSTIN 0 BELJING LOS ANGELES
SIGLEY AUSTIN LLP 150" K STREE™, NW BRUSSE.S NEW YORK
WASHINGTON, DC 20005 CHICAGO 5AN FRANC.SC0
ID I E Y {202) 736 BO0Y DALLAS SHANGHA.
{202) 738 8713 FAX FRANKFURT SINGAPQRE
GENEVA SYDNEY
HONG KONG TOKYQ
LONDON WASHINGTON, D C
thynes@sidisy com
1202 736-8138 FOUNDED 1866
June 24, 2008

Douglas County Board of Commissioners
1036 S.E Douglas Street
Roseburg, OR 97470

Re:  Docket No AB-515 (Sub-No 2X), Central Oregon & Pacific Railroad Inc - Abandonment and
Discontinuunce - in Coos, Douglas, and Lane Counties, OR (Coquille to Vaughn;

Dear Sir/Madam

On or about July 14, 2008, we expect (o be filing with the Surface Transportation Board (“STB™) an
apphication seeking authority for Central Oregon and Pacific Railroad, Inc. (“CORP”) to abandon and discontinue
service over approximately 119 5 miles of its Coos Bay Subdivision in Coos, Douglas, and Lane Counties, OR  CORP
will seek to abandon 2 94 13 mile segment between milepost 669 0 near Vaughn, OR, and milepost 763 13 south of
Cordes, OR, CORP wll scch to discontinue service over approximately 24 47 miles consisting of. (1) about 22 47
miles between milepost 763 13 south of Cordes and milepost 785 6 near Coquille, OR, over a line that is leased [rom
the Union Pacific Railroad Company, and (2) the 2 0 mile LPN Branch between Gardiner Je1, milepost 738 8, and the
end of the line at milepost 2 0, leased from Longview, Portland & Northern Railway Company

Attached 15 a Combined Environmental and Historic Report describing the proposed action and any expected
environmental and historic effects, as well as a map (Exhibit 1) of the affected area We are providing this report so
that you may review the information that will form the basis for the STB’s independent environmental analysis of this
proceeding If any of the information 1s misleading or incorrect, if you believe that pertinent information 1s missing, or
if you have any questions about the STB's environmental review process, please contact the Section of Environmental
Analysis (SEA), Surface Transportation Board, 395 E Street, SW, Washington, DC 20423, telephone 202-245-0295
and refer to the above Docket No AB-515 (Sub-No 2X).

Because the applicable statutes and regulations impose stringent deadlines for processing this action, your
written comments to SEA (with a copy to our representative) would be appreciated within 3 weeks. Your comments
will be considered by the STB in evaluating the environmental impacts of the contemplated action If there are any
questions concerning this proposal, please contact our representative directly Our representative in this matter is
Terence M Hynes who may be contacted by telephone at 202-736-8198, email at thynes(@sidley com, or mail at
Sidley Austin LLP, 1501 K Sireet, NW, Washington, DC 20005

Sincerel

m
Terence M Hynes
Counsel for Central Oregon & Pacific
Railroad, Inc and RailtAmerica, Inc

TMH aat
Enclosures

Sufey Austn 110 1 & bretad baty p ]

', et with omer Sxliey Austn pannantize
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SIDLEY AUSTIN e BENING LOS ANGELES
SIDLEY AUST'N LLP 1501 K STREET NW BRUSSELS NEW YORK
WASHINGTON D C 2C005 CHICAGOD SAN FRANCGISCO
I D I E i | (2C2) 738 8000 DALLAS SHANGHAI
{202) 736 8711 FAX FRANKFURT SINGAPORE
GENEVA SYDNEY
HONG KONG TOKYO
LONDON WASHINGTON D C
thynaa@isidiey com
(202) 736-3198 FOUNDED 1866
June 24, 2008

Lane County Board of Commissioners
125 East 8thAvenue
Eugene, OR 97401

Re Docket No AB-515 (Sub-No 2X), Central Oregon & Pacific Railroad, Inc - Abandonment and
Discontinuance - in Coos, Douglas, and Lane Counnies, OR (Coquille to Vaughn}

Dear Sir/Madam

On or about July 14, 2008, we expect to be filing with the Surface Transportation Board (“STB") an
application seeking authority for Central Oregon and Pacific Railroad, Inc (*CORP™) to abandoen and discontinue
service over approximately 119.5 miles of its Coos Bay Subdivision in Coos, Douglas, and Lane Counties, OR  CORP
will seek to abandon a 94 13 mile segment between milepost 669 0 near Vaughn, OR, and milepost 763 13 south of
Cordes, OR CORP will seek to discontinue service over approximately 24 47 miles consisting of (1) about 22 47
miles between milepost 763 13 south of Cordes and milepost 785 6 near Coquille, OR, over a line that 1s leased from
the Union Pacific Railroad Company, and (2) the 2 0 mile LPN Branch between Gardiner Jct , milepost 738 8, and the
end of the line at milepost 2 0, leased from Longview, Portland & Northern Railway Company

Attached 15 a Combined Environmental and Historic Report describing the proposed action and any expected
environmental and historic effects, as well as a map (Exhibit 1) of the affected area We are providing this report so
that you may review the information that will form the basis for the STB’s independent environmental analysis of this
proceeding, If any of the information 1s misleading or incorrect, if you believe that pertinent information 1s missing, or
if you have any questions about the STB’s environmental review process, please contact the Section of Environmental
Analysis (SEA), Surface Transportation Board, 395 E Street, SW, Washington, DC 20423, telephone 202-245-0295
and refer to the above Docket No AB-515 (Sub-No 2X)

Because the applicable statutes and regulations impose stringent deadines for processing this action, your
written comments to SEA (with a copy to our representative) would be appreciated within 3 weeks Your comments
will be considered by the STB in evaluating the environmental impacts of the contemplated action If there are any
questions concerning this proposal, please contact our representative directly Our representative in this matter 1s
Terence M Hynes who may be contacted by telephone at 202-736-8198, email at thynes@sidley com, or mail at
Sidley Austin LLP, 1501 K Street, NW, Washington, DC 20005

Sincerely,
A H-r‘-
Te:el/ R?l‘Hynes

Counsel for Central Oregon & Pacific
Railroad, Inc and RailAmerica, Inc.

TMH-aat
Enclosures

Sudley Aven LP o & miled katity Sarnarshed PHACCAG i A%hkaban with O Sil.ey Ausim pannsrshups
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SIDLEY AUS™IN e ’ BENING LOS ANGELES

SIDLEY AUSTIN LLP 1501 K STREET. N W BRUSSELS MHEW YORK
WASHINGTON, D C 20005 CHICAGO SAN FRANCISCO
SIDLEY! i vl oo
1202) 738 B711 FAX FRANKFURY SINGAPORE
GENEVA SYDNEY
HONG KONG TOKYOD
LONDON WASHINGTON, D C
thynessidiay com
(202) 736-8108 FQUNDED 1865

June 24, 2008

JefT McKeown, Mayor
City of Coos Bay

500 Central Avenue
Coos Bay, OR 97420

Re Docket No AB-515 (Sub-No 2X), Central Oregon & Pacific Railroad, Inc. - Abandonment and
Discontmuance - in Coos, Douglas and Lane Counties OR (Coquille to Vaughn,

Dear Mayor McKeown

On or about July 14, 2008, we expect to be filing with the Surface Transportation Board ( ‘STB™) an
application seeking authority for Central Oregon and Pacific Railroad, Inc (*CORP™) to abandon and discontinue
service over approximately 119.5 miles of its Coos Bay Subdivision in Coos, Douglas, and Lane Counties, OR CORP
will seck to abandon a 94 13 mile segment between milcpost 669 O near Vaughn, OR, and milepost 763 13 south ot
Cordes, OR CORP will scek to discontinue service over approximately 24 47 miles consisting of (1) about 22 47
miles between milepost 763.13 south of Cordes and milepost 785 6 near Coquille, OR, over a Iine that 15 leased from
the Umon Pacific Railroad Company, and (2) the 2 ¢ nule LPN Branch between Gardiner Jct , milepost 738 8, and the
end of the line at milepost 2 0, leascd from Longview, Portland & Northern Railway Company

Attached 1s a Combined Environmental and Historic Report describing the proposed action and any expected
environmental and histonic effects, as well as a map {Exhibit 1) of the affected area. We are providing this report so
that you may review the information that will form the basis for the STB’s independent environmental analysis of this
proceeding If any of the information 1s misleading or incorrect, if you beheve that pertment information 1s missing, or
if you have any questions about the STB’s environmental revicw process, please contact the Section of Environmental
Analysis (SEA), Surface Transportation Board, 395 E Street, SW, Washington, DC 20423, telephone 202-245-0295
and refer to the above Dochet No. AB-515 (Sub-No 2X)

Because the applicable statutes and regulations impose stringent deadlines for processing this action, your
writlen comments to SEA (with a copy to our representative) would be appreciated within 3 weeks Your comments
will be considered by the STB 1n evaluating the environmental impacts of the contemplated action If there are any
questions concerning this proposal, please contact our representative directly Our representative 1n this matter 1s
Terence M Hynes who may be contacted by telephone at 202-736-8198, email at thynes@sidley com, or mail at
Sidley Austin LLP, 1501 K Street, NW, Washington, DC 20005,

Sincerely—

/,Do- nM
Terence M. Hynes

Counsel for Central Oregon & Pacific
Railroad, Inc and RailAmerica, Inc

TMH'aat
Enclosures

Su'sy Auskn P« & LMrad Lackly ok I T welh other Bxliey Ausin partnarstepa
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SIDLEY AUSTIN e BE'..NG ~0OS ANGELES
SID.E¥ AUSTIN LLP 75C1 K STREET NW BRUSSE.S NEW YORK
WASHINGTON, D C 20605 CHICAGO SAN FRANCISCO
S I DL EY I {202) 736 8000 DALLAS SHANGHAI
{202) 736 8711 FAX FRANKFURT SINGAPORE
: GENEVA SYDNEY
HONG KONG TOKYO
LONDON WASHINGTON, D €
thynes@sidley com !
(262} T38-8198 FOUNDED 1388
June 24, 2008

Steve Brinon, Mayor
City of Coquille

851 N Central Boulevard
Coquille, OR 97423

Re Docket No AB-515 (Sub-No 2X), Central Oregon & Pacific Railroad, Inc - Abandonment and
Duscontinuance - in Coos, Douglas, and Lane Counties. OR (Coqulle to Vaughn)

Dear Mayor Britton

On or about July 14, 2008, we expect to be filing with the Surface Transportation Board (“STB™)} an
application seeking authority for Central Oregon and Pacific Railroad, Inc (“CORP”) to abandon and discontinue
service over approximately 119.5 mles of 1ts Coos Bay Subdivision in Coos, Douglas, and Lane Countiecs, OR CORP
will seek to abandon a 94 13 mule segment between milepost 669 0 near Vaughn, OR, and milepost 763 13 south of
Cordes, OR. CORP will seek to discontinue service over approximately 24 47 miles consisting of (1) about 22 47
miles between milepost 763.13 south of Cordes and milepost 785 6 near Coquille, OR, over a line that is leased from
the Union Pacific Railroad Company, and (2) the 2 0 mile LPN Branch between Gardiner Jct , milepost 738 8, and the
end of the hine at milepost 2 0, ieased from Longview, Portland & Northern Railway Company

Attached 15 a Combined Environmental and Historic Report describing the proposed action and any expected
environmental and historic effects, as well as a map (Exhibit 1) of the affected area. We are providing this rcport so
that you may review the information that will form the basis for the STB’s independent environmental analysis of this
proceeding If any of the mformation is misleading or incorrect, if you believe that pertinent mformation 1s missing, or
if you have any questions about the STB's environmental review process, please contact the Section of Environmental
Analysis (SEA), Surface Transportation Board, 395 E Street, SW, Washington, DC 20423, telephone 202-245-0295
and refer to the above Docket No AB-515 (Sub-No 2X)

Because the applicable statutes and regulations impose stringent deadlines for processing this action, your
written comments to SEA (with a copy to our representative) would be appreciated within 3 weeks Your comments
will be considered by the STB n evaluating the environmental impacts of the contemplated action If there are any
questions concerning this proposal, please contact our representative directly Our representative in this matter 1s
Terence M. Hynes who may be contacted by telephone at 202-736-8198, email at thynes({@sidley com, or mail at
Sidley Austin LLP, 1501 K Street, NW, Washington, DC 20005,

Sincerely,

lpgruae WP
[erence M Hynes

Counsel for Central Oregon & Pacific
Raijlroad, Inc and RailAmerica, Inc

TMH aat
Enclosures

Sudley Aushn L7 19 8 kmred kaoir'y pa—narshe sachong n XYeabion w:in ohar S-dey Astln padnensh s
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BICLEY AUSTIN s BEWJING LOS ANGELES

SIDLEY AUSTIN o P ‘501 K STREET NW BRUSSELS NEW YORK
WASHINGTON D C 20005 CHICAGO SAN FRANCISCO
S I D L EY—l {202) 736 8000 DALLAS SHANGHAI
{202} 736 8711 FAX FRANKFURT SINGAPORE
GENEVA SYDNEY
HONG KONG TOKYO
LONDCN WASHING™ON G C

hynes@sdiey com
{202) 736-8193 FOUNDED 1865

June 24, 2008

Phil Brubaker, Mayor
Cuty of Florence

P.O Box 2377
Florence, OR 97439

Re Docket No AB-515 (Sub-No 2X), Central Oregon & Pacific Railroad, Inc - Abandonment and
Discontinuance - in Coos, Douglas, and Lane Counties, OR (Coquilie to Vaughn)

Dear Mayor Brubaker

On or about July 14, 2008, we expect 10 be filing with the Surface Transportation Board (*“STB") an
apphication seeking authority for Central Oregon and Pacific Railroad, Inc. (*CORP”) to abandon and discontinue
service over approximalely 119 5 miles of its Coos Bay Subdivision in Coos, Douglas, and Lane Counties, OR CORP
will seek to abandon a 94 13 mile segment between milepost 669 0 near Vaughn, OR, and milepost 763 13 south of
Cordes, OR  CORP wall seek to discontinue service over approximately 24 47 mules consisting of (1) about 22 47
miles between milepost 763 13 south of Cordes and milepost 785 6 near Coquille, OR, over a line that 1s leased from
the Union Pacific Railroad Company, and (2) the 2 0 mile LPN Branch between Gardmer Jet , milepost 738.8, and the
end of the line at imlepost 2.0, leased from Longview, Portland & Northern Raillway Company

Attached 1s 2a Combmed Environmental and Historic Report describing the proposed action and any expected
environmental and histonic effects, as well as a map (Exhibit 1) of the affected area We are providing this report so
that you may review the information that will form the basis for the STB’s independent environmental analysis of this
proceedmg M any of the information 1s misleading or mcorrect, if you believe that pertinent information is missing, or
if you have any questions about the STB's environmental review process, please contact the Section of Environmental
Analysis (SEA), Surface Transportation Board, 395 E Street, SW, Washington, DC 20423, telephone 202-245-0295
and refer to the above Docket No AB-515 (Sub-No 2X)

Because the applicable statutes and regulations impose stringent deadlines for processing this action, your
written comments to SEA (with a copy to our representative) would be appreciated within 3 weeks Your comments
will be considered by the STB in evaluating the environmental impacts of the contemplated action If there are any
questions concerning this proposal, please contact our representative directly Our representative in this matter 1s
Terence M Hymes who may be contacted by telephone at 202-736-8198, emal at thynes@sidley com, or mail at
Sidley Austin LLP, 1501 K Street, NW, Washington, DC 20005

Sincerely
'74%::—'“
Terence M Hynes

Counsel for Central Oregon & Pacific
Railroad, Inc and RaillAmerica, Ing

TMH'aat
Enclosures

S-aley Austn ,LP 13 8 krisd knbuty partnership Pracit-rg m & katon sih oher Skimy Austn pa-trarships
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SIDLEY AUSTIN we BELING LOS ANGELES
SIDLEY AUSTIN L9 501 K STREET, NW BRUSSELS NEW YORK
WASHINGTOR DC 23005 CHICAGG SAN FRANCISCO
I D I E Y | (202) 736 8930 DALLAS SHANGHAI
{202) 736 871 FAX FRANKFURT SINGAPORE
GENEVA SYDNEY
HONG KONG TOKYO
LONDON WASHINGTON DC
thynes@gidiey com
(202) 735-8188 FOUNDED 1868
June 24, 2008
City of Lakeside
PO BoxL
lL.akeside, OR 97449

Re Docket No AB-515 (Sub-No 2X), Central Oregon & Pucific Railroad, Inc - Abandonment and
Discontinuunce - in Coos, Douglas, and Lane Counties, OR (Coquille to Vaughn)

Dear Sir/Madam

On or about July 14, 2008, we expect to be filing with the Surface Transportation Board (*STB") an
application sceking authority for Central Oregon and Pacific Railroad, Inc (“CCRP™) to abandon and discontinue
service over approximately 119 5 miles of its Coos Bay Subdivision 1n Coos, Douglas, and Lane Counties, OR  CORP
wil! seek to abandon a 94 13 mile segment between milepost 669 G near Vaughn, OR, and milepost 763 13 south of
Cordes, OR CORP will scek to discontinue service over approxamately 24 47 miles consisting of (1) about 22 47
miles between milepost 763 13 south of Cordes and milepost 785.6 near Coquille, OR, over a lime that 1s leased from
the Union Pacific Railroad Company; and (2) the 2.0 mile LPN Branch hetween Gardiner Jct., milepost 738 8, and the
end of the line at milepost 2 0, leased from Longview, Portland & Northern Rallway Company

Attached 15 a Combined Environmental and Historic Report describing the proposed action and any expected
environmental and historic effects, as well as a map (Exhibit 1) of the affected area We are providing this report so
that you may review the information that will form the basis for the STB's independent environmental analysis of this
proceeding If any of the information 1s misleading or incorrect, if you believe that pertinent information 1s missing or
if you have any questions zbout the STB’s environmental review process, please contact the Section of Environmental
Analysts {(SEA), Surface I'ransportation Board, 395 E Street, SW, Washington, DC 20423, telephone 202-245-0295
and refer to the above Docket No. AB-515 (Sub-No 2X)

Because the applicable statutes and regulations impose stringent deadlines for processing this action, your
written comments to SEA (with a copy to our representative) would be appreciated within 3 weeks Your comments
will be considered by the STB 1n evaluating the environmental impacts of the contemplated action If there are any
questions concerning this proposal, please contact our representative directly Our representative n this matter is
Terence M Hynes who may be contacted by telephone at 202-736-8198, email at thynes@sidley com, or mail at
Sidley Austin LLP, 1501 K Street, NW, Washington, DC 20005

Sincerel
-—ﬁﬂlﬂ “.V‘
Terence M llynes

Counsel for Central Oregon & Pacific

Railroad, Inc and RaillAmerica, Inc

TMH aat
Enclosures

Sxtey Assun WP i n hriled kabir'y part-arship pracherg = aMaplicn wiin cihar Sday Ausir panramnho
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SIDLEY AUSTIN e BEIJING LOS ANGELES
SIDLEY AUSTIN LLP 1501 K STREET NW BRUSSELS NEW YORK
- 3 —'I WASHINGTCN D C 29005 CHICAGO SAN FRANCISGO
SIDILEY]
{202) 736 B711 FAX FRANKFURT SINGAPORE
GENEVA SYDNEY
HONG KONG TOKYO
LONDON WASFINGTON DC
"nynes@sidiey ccm
{202) 738-8183 FOUNDED 1855

June 24, 2008

Rick Wetherell, Mayor
Cuty of North Bend
835 Cahforma Strest
North Bend, OR 97459

Re Docket No AB-515 (Sub-No. 2X), Central Oregon & Pacific Railroad, inc - Abandonment and
Discontinuance - in Coos, Douglas, and Lane Counuies, OR (Coquille to Vaughn)

Dear Mayor Wetherell.

On or about July 14. 2008, we expect to be filing with the Surface Transportation Board ( ‘STB™) an
application seeking authonity for Central Oregon and Pacific Railroad, Inc (“CORP™) to abandon and discontinue
service over approximately 119 5 miles of its Coos Bay Subdivision in Coos, Douglas, and Lane Counties, OR CORP
will seek to abandon a 94 13 mile segment between m:lepost 669 0 near Vaughn, OR, and milepost 763 13 south of
Cordes, OR CORP will seck to discontinue service over approximately 24 47 miles consisting of {1} about 22 47
miles between milepost 763 13 south of Cordes and milepost 785 6 near Coquille, OR, over & line that 1s leased from
the Union Pacific Railroad Company, and (2) the 2 0 mile LPN Branch between Gardiner Jct , milepost 738 8, and the
end of the line at mlepost 2 0 leased from Longview, Portland & Northern Railway Company.

Attached 1s a Combined Environmental and Historic Report describing the proposed action and any expected
environmental and hustonc effects, as well as a map (Exhibit 1) of the affected area We are providing this report so
that you may review the information that will form the basis for the STB’s independent environmental analysis of this
proceeding If any of the information 1s misleading or incorrect, if you believe that pertinent information 1s missing, or
if you have any questions about the STB’s environmental review process, please contact the Section of Environmental
Analysis (SEA), Surface Transportation Board, 395 E Street, SW, Washington, DC 20423, telephone 202-245-0295
and refer to the above Docket No. AB-515 (Sub-No 2X)

Because the applicable statutes and regulations impose stringent deadlines for processing this action, your
written comments to SEA (with a copy to our representative) would be appreciated within 3 weeks Your comments
will be considered by the STB n evaluating the environmental impacts of the contemplated action If there are any
questions concerning this proposal, please contact our representative directly Our representative in this matter 1s
Terence M Hynes who may be contacted by telephone at 202-736-8198, email at thynes@sidley com, or mail at
Sidley Austin LLP, 1501 K Street, NW, Washington, DC 20005

Smw/
SDtasni™ u-rlv
Teren{e M. Hynes

Counsel for Central Oregon & Pacific
Railroad, Inc and RailAmerica, Inc

TMH:aat
Enclosures

S:cley Ausbn L% 13 8 Lrsed habdty cannersmp praclong in aflilaron win other Skafey Ausln partnecshups
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SIDLE ¥ AUSTIN up BEWING LOS ANSELES
SIDLEY ALST'N LoP 150* € STREET NW BRUSSELS NEW rORK
; WASHINGTON, D £ 20005 CHICAGO SAN FRANCISCG
S I DL EY i {202 738 8200 | oaLLas SHANGHAI
1202) 736 BT11 FAX ! FRANKFURT SINGAPORE
* GENEVA SYONEY
HONG KONG TOKYD
LONDON WASHINGTON, D ¢

hyras@aidisy com 1
1202, 736-3188 FOUMNDEE 1866

June 24, 2008

Keith Tymchuk. Mayor
City of Reedsport

451 Winchester Avenue
Reedsport, OR 97467

Re Docket No AB-515 {Sub-No 2X). Central Oregon & Pacific Railrvad, Inc - Abandonment and
Discontinuance - m Coos. Douglas, and Lane Counties, OR (Coqualle to Vaughni

Dear Mayor Tymchuh

On or about July 14, 2008, we expect o be filing with the Surface Transportation Board (“STB™) an
application seekmng authority for Central Oregon and Pacitic Railroad, Inc (“*CORP”) to abandon and discontinue
service over approximately 119.5 miles of its Coos Bay Subdivision in Coos, Douglas, and l.anc Counties, OR  CORP
will seek to abandon a 94 13 mile scgment between milepost 669 0 near Vaughn, OR, and milepost 763.13 south of
Cordes. OR CORP will seeh lo discontinue service over approximately 24.47 miles consisting of () about 22 47
miles between milepost 763.13 south of Cordes and milepost 785 6 near Coqunlle, OR, over a line that 1s leased from
the Union Pacific Railroad Company, and (2) the 2 0 mile LPN Branch between Gardiner Jot., milepost 738 8, and the
end of the line at milepost 2 0, leased from Longview, Portland & Northern Railway Company

Attached 1s a Combined Environmental and Historic Report describing the proposed action and any expected
environmental and histonic effects, as well as a map (Exhibit 1) of the affected area We are providing this report so
that you may review the information that will form the basis for the STBs independent environmental analysis of this
proceeding If any of the infonnation 1s misleading or mcorrect. if you believe that pertinent information 1s missing, or
if you have any questions about the STB's environmental review process, please contact the Section of Environmental
Analysis (SEA), Surface Transportation Board. 395 E Street, SW, Washington, DC 20423, telephone 202-245-0295
and refer to the above Docket No AB-515 (Sub-No. 2X)

Because the applicable statutes and regulations impose stringent deadlines for processing this action, your
written comments to SEA (with a copy to our representative) would be appreciated within 3 weeks Your comments
will be considered by the STB 1n evaluating the environmental impacts of the contemplated action If there are any
questions concermng this proposal, please contact our representative directly. Our representanive in this matter 15
Terence M Hynes who may be contacted by telephone at 202-736-8198, email at thynesi@sidley com, or ma1l at
Sidley Austin LLP, 1501 K Street, NW, Washington, DC 20005

Sincerely,

it M
Terence M Hynes
Counsel for Central Oregon & Pacific
Railroad, Inc and RailAmerica, Inc

TMH.aat
Enclosures

Sa'my Aus = LLP B B b b atelly pEARETE-S pecic 1 n 0T 5 or W ot Sicley S.tbr cameahen
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EXHIBIT 4 —- BRIDGE
PHOTOGRAPHS AND DESCRIPTIONS



Central Oregon & Pacific Rallroad

BRIDGE LIST
LINE: Coos Bay Subdivision
Eugene, OR - Couquille, OR
TIMBERY CONG/ SEC- | AVG | EST |
BRDG MILE }SEC sTEEL | PIERS {STEEL | ABUT | YEAR | TION |LGTH| HGT
NO | LOCATION | ST | POST [NO |SPANS | TYPE |BENTS | TIMBER |PIERS | MENTS | CONST] LGTH |SPAN | MAX
67189 |vaughn OR[B7189 | ) 8 | OOPT | 7 | 200 ] 150 | 200
87403 [Vaughn OR[67403 | 1 2 | OOPT 3 300 | 150 | 9.0
67623 [Veughn _ |OR 67623 | 1 | 1 | &M 2 ] 1913 | 810 | 610 ] 160
87705 [Vauphn OR | 67705 | 1 4 STL 5 800 | 150] 80
87780 |Vaughn OR| 67760 ] 1 4 | ODPT 5 510 | 4.3 | 100
| 67780 [Veughn _ JORJGr7e0 | 2 | 1 | TG 2 B30 | 830} 200
677680 |Vaughn OR | 67780 | 3 3 | oDPT 4 450 | 1501 120
879435 |Richerdson | OR | (67843 | 1 5 ODPT 8 720 | 145 | 120
67843 |Richardson | OR | 67843 | 2 1 TPG F] 1230 | 1230] 1860
67843 [Ruchardson |OR | 67843 | 3 3 | ooPy 4 430 | 145 | 110
68017 |Richardson |OR | 680.97 | 1 1 Theu 2 1500 | 1600] 200
Truss
| 68048 |Richardson | OR | 68046 | 1 1 TG 2 1913 | 1020 110
68077 [Richardson |OR | 68077 | 1 1 TPG 2 102.0 | 1020] 110
68108 Jricherson [OR | B8108 | 1 2 PG 1 2 1913 | 1560 1560} B0
Funnel 14 |Richardson | OR | 68109 1 Tunnai 4170
68145 [Richardson | OR | 681,45 | 1 2 DPG 1 2 2230 200

— —
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Central Oregon & Pacific Railroad

BRIDGE LIST
LINE: Coos Bay Subdivision
Eugene, OR - Couquille, OR
TIMBER/ CONCY SEC- | AVG | EST |
BRDG MILE |SEC STEEL | PIERS |STEEL| ABUT [ YEAR | TION [LGTH| HGY
NO | LOCATION | ST | POST |NO |SPANS | TYPE | BENTS | TIMBER | PIERS | MENTS | CONST| LGTH [SPAN | MAX
68218 |Richardson |OR | 88218 | 1 1 PG 1 1 2010 300
562 18 |Richardson |OR | 68218 | 2 2 PG 2 1 50 0 300
863 38 |Richardson |OR | 68336 | 1 i TPQ 1 1 1550 50
68336 (Richergson |OR | 68336 | 2 2 1‘!_'hru F1 2000 | 1000] 150
Tuss
663 36 |Richardson | OR | 68336 | 3 1 TPG 1 1200 150
68703 |Richardson |OR | 68703 | 1 5 ODPT ] 1935 | 580 | 150 180
85788 |Richardson |OR [ 6a788 | 1 3 ODFT 7 1930 | @80 | 150 ) 170
©8023 |Richardson |GR | 68823 | 1 1 BOPT 2 150 | 50| 40
560 47 {Richardson | OR | 69047 | 1 1_| PG 2 610 | 6101 60
890 85 |Ruchardaon |OR ]| 8085 [ 1 F] TP 1 1 1914 | 630 200
69085 |Richerdson |OR { 69085 | 2 1 Thru F] 1000 | 1000] 200
Truss
65085 |Richardson |OR | 69085 | 3 1 TPG 1 200
69105 |Richardson |OR 69105 | 1 1 DPG 1 1 150
60105 |[Rwchardson [OR | 69105 | 2 F1 _'rl'hru 3 2500 ] 1250 250
Muss
$9105 |Richardson JOR | 69105 ] 3 ] ODPT 10 1834 | 1380| 153 | 200
69138 |Richardson |OR | 601,38 | 1 1 ODFT F] 150 | 150 ] 20
65206 |Swisshome | OR | 69206 | 1 1 BDPT 2 50| 60| 20
©03.27 |Swiashome |OR | 69327 | 1 5 BOPT B 1928 | 750 | 150 | 120
89432 |Swisahome |OR [ 69432 | 1 10 | OOFPT K] 1936 | 1300 | 146 | 220
89432 |Swiashome [OR | 69432 | 2 1 TThru 2 2000 | 2000] 250
russ
604 32 |Swisshome [OR | 80432 | 3 ; ODPT 7 900 | 146 | 200
89478 |Swisshome |OR | 68478 | 1 ) TFT 1 2 3140 150
B84 78 |Swisshome |OR | 69478 | 2 1 ;hru 2 1500 | 1500 200
russ
694 76 |Swmshome |OR | 60478 | 3 DPG 1630 150
664 08 |Swisshoms |OR | 60488 | 1 1 ODFT 2 150 20
§06 66 |Sweehome |OR | B0GE6 | 1 5 BOFT 8 750 150
69668 |Swiashome | OR | 69668 | 2 1 1T_hm 2 Y600 | 15C0] 200
Tuss
60668 [Swisshome |OR | 686608 | 3 9 ODPT 10 1380 210
70037 |Twde OR | 70037 | 1 B ODPT ) 1939 | 1180 190
70265 |Mapieton | OR [ 70265 | 1 9 ooﬁm 10 1200 180
70295 |Mupeton | OR | 79295 | 1 4 QCPT 5 800 80
71020 |Back OR| 71020 | 1 7 BDPT ] 1060 150
71137 |Back OR| 71137 | 1 3 BOPT ] 750 40
71167 |Back OR| 71167 | 1 5 BDPT B 750 14D
71218 |Wendson |OR] 71296 | 1 ] BDPT 5 800 140
71280 |Wandson |OR | 71280 | 1 4 ODPT 5 800 90
7164 |Cushman JOR | 71640 | 1 1 TPG 1 1 1933 | 540 | 540 190
7164 |Cushman |OR [ 7:640 | 2 ] ODPT 10 1150 190
7164 |Cushman |OR | 71640 | 3 a Thru 5 7933 | 6860 300
Truss
7164 |Cushman |OR | 71640 | 4 170 ooﬁF";_Ton 171 25220 180
718 12 |Canary OR| 7812 1 1 CONC 2 300 120
71907 |Canary OR | 71907 | 1 7 ODPT ] 1931 | 1050 240
71921 |Corary OR|71021 | 1 21 ODPT 2 3120 240
[Tunnel 15 |Canary OR | 72073 | 1 Tunnel 21430
[Tunel 16 |Canary OR [ 72152 | - Tunnel 8170
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Central Oregon & Pacific Railroad
BRIDGE LIST

LINE; Coos Bay Subdivision
Eugene, OR - Couquille, OR

TIMBER/ CONG/ SEG- | AVG | EST |
BRDG MILE |SEC STEEL | PIERS |STEEL| ABUT | YEAR | TION |LGTH | HGT
NO | LocaTion | sT | POST |NO |sPans | TypE | BENTS | TIMBER | PIERS | MENTS | cONST LGTH |SPAN | MAX
72422 |Krot or|72422} 1 P Cogﬁrste 5 1200 150
b
72596 |Kroll OR| 72596 | 1 | 37 | ODPT ET] 1975 | 577.0 100
Eze 31 |Kroh OR| 72631 | 1 55 | ODrv 6 1973 | 90 0 80
72735 |Krol OR 72735 | 1 40 | CONG 39 2 12000 180
Tunnel 17 |Kroll OR 72770 | 1 Tunnel | 103
72851 |Kroll OR [72861 | 1 18 | ODPT 19 1930 | 520.0 100
72004 |Kroll OR | 72904 | 1 26 | ODPT 27 7536 | 5800 180
72917 |Krol OR| 73017 | 1 18 Cnsn'u:le 16 ) 1881 | 4720 160
Al
73056 [Knol OR | 73056 { 1 12 | CQOPT 13 100
73058 |Krod OR | 73066 | 2 4 | CONC 5 100
73056 |Kroh OR | 730.56 | 3 19 | ODPT 19 95
73056 |Kroh OR | 73056 { 4 2 STL 3 100
73056 |Krall OR J 73050 | & 35 ODI;TTIOD 36 95
73165 JKrall OR| 73165 | 1 83 | ODPT 7] 940 0 20
73165 |Kroll OR| 73165 | 2 1 STL 1020 100
73165 |Koll OR|73185] 3 | 1866 op';rr:oo 167 12420 90
73284 |Kron OR [ 73284 | 1 26 oog:oo 26 3700 80
73284 |Wroll OR | 73204 | 2 1 DFG Z 260 70
73284 [Kroll OR | 73284 | 3 19 our;;roo 20 2210 80
73388 |Krol OR | 73368 | 1 35 | CONG EY] F] 1126 0 180
73395 [Krol OR | @a 85 | 1 3@ | CONG 37 2 11700 260
Tunne! 18 |Kroll OR | 73448 1 Tunnel 152
73586 |Krol OR [ 73588 | 1 5 ODPT 5 1631 | 80O 140
73603 [Gerdmer Jot [OK | 73603 | 1 5 OOFT | & 1626 | 500 40
73851 |Gardiner OR| 73851 | 1 3 ODPT 4 7826 | 500 80
73733 |Gardmer OR| 73733 | 1 6 BOPT 7 500 130
_r’aa 70 |Roedspori |OR | 73870 | 1 2 ODPT 3 300 75
amn
738 70 Iﬁeeaspnn OR| 73870 | 1 2 0DPT 3 300 75
Suding
73894 |Gardmer OR{ 73804 1 | 27 [ODPTIOD| 28 3500 130
JCT FT
73514 |Gandiner OR|73914 | 1 25 | ODPT 26 370 180
730 14 |Gardiner OR| 73914 | 2 1 TPG 2 500
73914 |Gardiner OR[73914 | 3 1 ouPFTrron 12 1800 130
73943 |Reedspot |OR [ 73943 | 1 18 | ODPT 19 283 0 150
73043 fReedsport |OR | 73943 | 2 1 | TPG 2 820
73943 |Reedspot [OR | 73943 | 3 ] ooPF1l'_roo ] 1170 150
73968 |Reedspot | OR | 73968 | 1 3 ODPT 5 800 160
73968 |Reedspon | OR | 73968 | 2 11 | Thr 12 1698 0 300
Twuss
73068 |Reedsport |OR | 73968 | 3 4 ODPT ] 300 160
74025 |Reecspon |OR | 74025 | 1 a oDPT E 810 7¢
Mamn
74084 |Reedsbot | OR | 74084 | 1 18 | CONC 18 F] 4300] 300 | 160
74135 |Reedsporr |OR | 74135 | 1 ) ongzoo 5 500 50
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Central Oregon & Pacific Railroad
BRIDGE LIST

LINE: Coos Bay Subdivigion
Eugene, OR - Couqultle, OR

TIMBER CONCJ [ SEC- | AVG | EST |
BRDG MILE |SEC STEEL | PIERS | STEEL| ABUT YEARTI TIoN |LGTH | HGT
NO | LocaTioN | sT [ POST |NO ISPans | TyPE | BENTS | TIMBER | PIERS | MENTS | CONST] LGTH |SPAN | MAX
74174 |Reedaport [OR| 74174 | 1 3 omg_loo 4 450 90
[ 74205 [Reedspod | OR | 742.05 | 1 3 CDFT 4 a5 0 85
74224 |Resdsport |OR | 74224 | 1 [] ODFY 9 1928 | 1250 120
74272 |Resdspori JOR | 74272 | 1 ooPF'_rrlon 10 1370 10
74295 |Reedspon JOR | 74208 | 1 | 4 | ODPT | & 600 80
74320 |Reedsporl | OR | 74320 | 1 3 BDPT | 4 450 80
74373 |Reedspori |OR | 74373 | 1 ] ODPT 10 1934 | 1350 15
74368 |Reedsport |OR | 74388 | 1 ] ODPT ] 1934 | 1200 120
74397 |Reedsport |OR [ 74387 | 1 | 7 | ODPT 8 1037 | 10830 120
744 24 |Reedsport JOR | 74424 | | 5 BOPT 8 1828 | 750 10
74444 |Reedspori |OR | 74444 | 1 5 | BDPT 6 750 100
74470 |Readsport |OR | 74470 | 1 5 BOPT 8 1925 | 750 M0
74483 |Reedsport |OR | 74463 § 1 5 | BDPT 6 1928 | 750 50
[Tunnel 19 |Reedsport | OR | 74562 | 1 “Tunnel
74506 [takesde |OR | 748068 | 1 6 BDPT 7 1931 | 800 75 |
748.44 |Lakesle |OR | 74844 | 1 ] BDFT 3 1930 | 300 35
| 74868 [Lokeside |OR | 74668 | 1 5 ODFT 8 "7%0 75
74909 [Lakeside |OR | 74969 | 1 31 | CONC 30 2 9230 40
[Tunnel 20 [Lakeaxts OR| 75012 | 1 Tunnel
76048 |Lakeskle |OR | 75046 | 1 8 | ODFT 66 940 B5
75048 |Lakeside |OR | 75046 | 2 1 DFG 2 800 | 800 ] 2d
75046 |Lakesida |OR | 75048 | 2 54 | ODFT 55 505 0 85
Lakeside |OR | 75102 | 1 20 [ODFT/OD| 21 3150 85
FT
Tunnel 21 |Lakeside [OR | 75123 | 1 Tunnel
75200 |Lakesde |OR, 75289 | 1 12 | ODPT 13 800 150
75348 |Lekeside |OR | 75348 | 1 7 | ODPT 8 1060 160
75397 |Lakesde |OR | 75387 | 1 1 | tPG 2 180
75563 |Lakesida |OR | 75563 | 1 5 QDPT & 750 76
756 13 [Hauser OR[ 75513 | 1 5 ODFT 6 750 100
756 55 |Hausar OR | 75655 | 1 5 og_fou 8 750 20
75737 |Mauser OR|75737 | 1 5 ODFT 5 750 80
76113 |[NothBend |OR | 76113 | 1 3 WSB 4 450 80
76153 |NothBand |OR| 76153 | 1 3| wse 4 450 80
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Central Oregon & Pacific Railroad
BRIDGE LIST

LINE: Coos Bay Subdivision
Eugene, OR - Couquille, OR

TIMBER) CONGY SEC- | AVG | EST |
BRDG MILE |SEC STEEL | PIERS | STEEL| ABUT | YEAR 'l 7ION |LGTH| HGT
__NO__ | LOCATION | ST | POST |NO |sPans | TYPE | BENTS | TIMBER | PIERS | MENTS | CONST| LGTH | SPAN | MAX
75355 |NothBend JOR | 76355 | 1 51 | BOPT 2 | 3200 16 0
78355 |NorthBend |OR | 76356 | 2 12 Thru 13 22130 “60
Truss
78355 |NorthBend |OR | 76356 | 3 37 | BDPT ET] 5550 | 145 | 160
76911 |Coos Bay |OR| 76911 | | 13 | ODPT 14 680 90
76911 |CoosBay |OR | 76911 | 2 3 OPG a 102 0 90
76011 (CoosBay |OR| 76911 | 3 7 | ODPT 8 B7 0 120
77176 |CoosBay |OR| 77176 | 1 3 ODPT 7 1830 | 900 100
77384 |Hayden GR| 77384 | | 3 | ODPT 4 450 120
7748  |Hayden OR| 77480 | 1 CONGC 2 2 900
77656 |Hayden OR| 776568 | 1 3 ODPT 4 350 80
77703 |Hayden OR|[77703 | 1 2 ODPT 3 240 a0
77080 |Couqulle |OR | 77980 | 1 4 ODPT 5 800 80
( 76235 |Couquile |OR | 78235 | 1 3 ODPT ] 1938 | 450 B0
76253 |Couquile |OR | 78253 | 1| ] ODPT 5 1938 | 600 100
78526 |Cowaule |OR | 76526 | i a ODPT 5 600 120
78533 |Couquille |OR [ 78533 [ 1 4 ODPT 5 1938 | 600 100
78506 JCouquite [OR|78586] 1 25 | opPT 23 1935 100
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CORP Owned Bridges— Coos Bay Sub MP
669.0 — MP 763.13
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Bridge 678 43 Section 3
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Bridge 682 18 Section |
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Bridge 696.66 Section 2
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Bridge 731 65 Section |
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Bridge 738 70 Main
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Bridge 739.43 Section 1
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Bridge 739.68 Section 2
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Bridge 740.25
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CORP Lease Line Bridges (UP Owned) —
Coos Bay Sub MP 763.13 — MP 786.5

The Port of Coos Bay owns all 3 sections of Bridge 763.55
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Bridge 763.55 Section 3
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RAILROAD, INC.
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EXHIBIT 5



STB No. AB-515 (Sub-No. 2)
NOTICE OF APPLICATION TO ABANDON OR TO DISCONTINUE SERVICE

On July 14, 2008 the Central Oregon & Pacific Railroad, Inc (“CORP™) filed with the
Surface Transportation Board, Washington. D.C 20423, an Application for permission for the
abandonment of, and/or discontinuance of service on. a line of railroad known as the Coos Bay
Subdivision, which consists of (1) the Coos Bay Branch (which is owned by CORP), and (2) the
Coquille Branch and LPN Branch (which are leased by CORP).

The Application seeks authority to abandon the portions of the Coos Bay Subdn ision that
are owned by CORP, namely the line between Mhlepost 669.0 near Vaughn, Oregon and
Milepost 763.13 ncar Cordes, Oregon, which traverses United States Postal Service ZIP Codes
97439, 97441, 97449, 97453, 97459, 97461, 97467, 97480, 97487, 97490, and 97493, a distance
0f 94.13 miles, in Coos. Douglas, and Lane Counties, Oregon The portion of the line proposed
for abandonment includes the stations of Richardson (MP 685.0), Swisshome (MP 697 1):
Suislaw (MP 697.8). Tide (MP 699 2). Beck (MP 709 0), Wendson (MP 715 0); Cushman
(MP 716 0); Canary (MP 721 3), Kroll (MP 732.8), Gardincr Junction (MP 738.8); Reedsport
(MP 740.4). Lakeside (MP 752 1); Hauser (MP 759.3), and Cordes (MP 763 0)

The Application alse seeks authority to discontinue service over the portions of the Coos
Bay Subdivision that are leased by CORP. namely (1) the Coquille Branch between
Milepost 763 13 near Cordes. Oregon and Milcpost 785.5 near Coquille, Oregon, which
traverses United States Postal Service ZIP Codes 97420, 97423, and 97459, a distance of 22 37
miles, in Coos County, Oregon, and (2) the I.PN Branch between CORP Milcpost 738.8 and
L.PN Branch Milepost 2 0, which traverses United States Postal Service ZIP Code 97441, a

distance of 2.0 miles, in Douglas County. Oregon. The Coquille Branch includes the stauons of



North Bend (MP 765.6): Coos Bay (MP 768.9); McCormac (MP 770 5); Hayden (MP 773 1),
Chrome (MP 781 2); and Coquille (MP 785 6). The LPN Branch includes the station of
Gardiner Junction (MP 738 8)

The line docs contain federally granted nights-of-way Any documentation in the
railroad’s possession will be made available promptly to those requesting it. CORP’s entire case
for abandonment and discontinuance (case in chief) was filed with the Application,

This line ol railroad has appeared on CORP’s system diagram map or has been included
in 11s narrative in Category 1 since May 8, 2008

The intcrest of CORP’s cmployees will be protected as required by 49 U.S.C.

§ 10903(b)(2) and Oregon Short Line Co — Abandonment - Goshen, 360 1.C.C. 91 (1979).

Any interested person may file with the Surface Transportation Board written comments
concerning the proposed abandonment and discontinuance or protests (including the protestant’s
entire opposition case), within 45 days afler the Application 15 filed. All interested persons
should be aware that following anv abandonment of rail service and salvage of the line, the line
may bc suitable for other public use, including interim trail use Any request for a public use
condition under 49 U.S C. § 10905 (§ 1152 28 of the Board’s rules) and any request for a trail
use condition under 16 U.S C § 1247(d) (§ 1152 29 of the Board’s rules) must be filed within 45
days after the application is filed Persons who may oppose the abandonment and
discontinuance but who do not wish to participate fully 1n the process by appearing at any oral
hearings or by submutting verified statements of witnesses containing detailed evidence should
file comments Persons mnterested only 1n seeking public use or trail use conditions should also
file comments Persons opposing the proposcd abandonment and discontinuance that do wash to

participate actively and fully in the process should lile a protest.

L%



In addition, a commenting party or protestant may provide-

)] An offer of financial assistance, pursuant to 49 U S C § 10904 (due 120 davs
after the Application is filed or 10 days after the Application is granted by the Board. whichever
occurs sooner),

(i)  Recommended provisions for protection of the interests of employces;

(iii)) A request for a public use condition under 49 U S.C. § 10905; and

(iv) A slatcment pertaining to prospective use of the right-ol-way for intcrim trail use
and rail banking under 16 US C § 1247(d)and § 115229

Parties sceking information concerning the [iling of protests should refer to § 1152 25

Written comments and protests, including all requests for public use and trail use
conditions. must indicate the proceeding designation STB No. AB-513 (Sub-No 2) and should
be filed with the Secrctary, Surface Transportation Board (Board), Washington, DC 20423, no
later than August 28, 2008 Interested persons may file a written comment or protest with the
Board to become a party to this abandonment and discontinuance proceeding A copy of cach
written comment or protest shall be served upon the representative of CORP: Terence M. Ilynes,
Siudley Austin LLP, 1501 K Street, N.W., Washington, D C 20005, Tclephone 202-736-8000,
Fax. 202-736-8711. The original and 10 copies of all comments or protests shall be filed with
the Board with a certificate of service. Except as otherwise sct forth in part 1152, every
document filed with the Board must be served on all parties to the abandonment procceding.
49C.FR §1104 12(a)

The line sought 10 be abandoned and discontinued wall be available for subsidy or sale for
continued rail use, if the Board decides to permat the abandonment (or discontinuance). in

accordance with applicable laws and regulations (49 U S C § 10904 and 49 C FR. § 1152 27).



No subsidy arrangement approved under 49 U.S C. § 10904 shall remain in effcel for more than
1 year unless otherwisc mutually agreed by the parties (49 U S C § 10904(1)(4)(B)) Applicant
will promptly provide upon request to each intcrested party an esumate of the subsidy and
minimum purchase price required to heep the line in operation ‘I he carmer’s representative to
whom inquiries may be made concerning sale or subsidy terms 1s Terence M. Ilvnes, Sidlev
Austin LLP, 1501 K Street, N W., Washington, D.C. 20005; Telephone 202-736-8000: Fax-
202-736-8711

Persons sceking turther information concerning abandonment procedures may contact the
Surface Transportation Board or refer to the full abandonment or discontinuance regulations at
49 C.F.R part 1152. Questions concerning environmental 1ssucs may be directed to the Board's
Section of Environmental Analysis

An environmental assessment (EA) (or environmental impact statement (EIS), 1f
necessary) prepared by the Section of Environmental Analysts will be served upon all parties of
record and upon any agencies or other persons who commented during its preparation. Any
other persons who would like to obtain a copy of the EA (or EIS) may contact the Scction of
Environmental Analysis. EAs in thesc abandonment procecdings normally will be made
available within 33 days of the filing of the Application The deadline for submission of
comments on the EA will generally be within 30 days of its service  The comments reccived will
be addressed 1n the Board's decision A supplemental EA or LIS may be issued where

appropriate.
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BEFORE THE
SURFACE TRANSPORTATION BOARD

Central Oregon & Pacific Railroad, Inc. - Abandonment
and Discontinuation of Service — in Coos, Douglas, and
Lane Countics, Georgia (Coos Bay Rail Line)

Docket No. AB-515 (Sub-No. 2)

S s vt et st

AFFIDAVIT OF SERVICE AND PUBLICATION OF
NOTICE OF ABANDONMENT AND DISCONTINUANCE

I, Patnick Kerr, hercby affirm and state:

1. I am Manager-Marketing & Sales of the Central Orcgon & Pacific Railroad, Inc.
(“CORP™). My business address is 333 S.E. Mosher, Roseburg, Oregon 97470.

2. [ am submitting this affidavit to document CORP’s compliance with the
requirements of 49 C.F.R. § 1152.20 for service, posting and publication of CORP’s notice of
abandonment and discontinuance in the above-captioned proceeding.

3. On June 16, 2008, CORP’s Notice of Intent to Abandon and/or Discontinue
Service for the Coos Bay Subdivision (“Notice™) was filed with the Surface Transportation
Board.

4, The Notice was served by first class mail upon the parties listed in Exhibit 1 on
the dates indicated 1n Exhibit 1.

5. On June 30, 2008, I caused a copy of the Notice to be posted at each CORP
station on the Coos Bay Subdivision.

6. I caused a copy of thc Notice to be published in the World, a newspaper of

general circulation 1n Coos County, Orcgon, on June 20, 2008, June 27, 2008, and July 4, 2008.



7. I caused a copy of the Notice to be published in the News Review, a newspaper of
gencral circulation in Douglas County, Oregon, on June 23, 2008, June 30, 2008, and July 7.
2008.

8. I caused a copy of the Notice to be pubhshed in the Register-Guard, a newspaper
of general circulation in Lane County, Oregon, on June 26, 2008, June 30, 2008, and July 7,
2008.

9. CORP has complied with all requircments of 49 C.F.R. § 1152.20 regarding filmg
and publication of the Notice.

[, Patrick Kerr, declare under penalty of perjury that the foregoing is true and correct.

Further, I certify that ] am qualified and authorned to file this affidavit.

Patrick Kerr - ;

1l
Exccuted on July /7, 2008.



SERVICE LIST

The following parties were scrved with the Notice of Abandonment by first class mail on

June 16, 2008 (unless another date 1s indicated):

Significant Users of the Line
(49 C.F.R. § 1152.20(a)(2)(i))

Oregon International Port of Coos Bay
Administration Office

125 Central Avenue, Suite 300

Coos Bay, OR 97420

Jerry Keck

Toledo Area Manager
Georgia-Pacific Corp.
1400 SE Butler Bridge Rd.
Toledo, OR 97391-1900

Jason W. Smith

Mill Manager

Southport Forest Products
P.O. Box 298

Coos Bay, OR 97420

Ferrellgas

2300 NE Stephens

Roseburg, OR 97470

(served by first class mail on July 8, 2008)

Carl Foster

Partner

Danish Dairy

94912 Hwy. 42 S.
Coquille, OR 97423

John W. Brands
President

Central Dock

P.O. 148

Coos Bay, OR 97420

American Laminators
12796 Highway 36
Swisshome, OR 97480

Andy Jeffers

Traffic Manager - Rail
Roseburg Forest Products
P.O. Box 1088
Roseburg, OR 97470

Paul Brewster

Plant Manager

American Bndge Co.

135 American Bridge Way
Reedsport, OR 97467

Allen Dasher

Retail Manager
Amcrigas

425 Virginia St.

North Bend, OR 97459

Tom McMann
Transportation

Coos Bay Lumber Co., LLC
P.O. Box 750

Coos Bay, OR 97420

Rocky Buckles

Operations

Thomas & Sons Transportation Systems
840 South Front St.

Coos Bay, OR 97420

Doug Woolsey
Transportation Manager
Coos Bay Docks

P.O. Box 277

Coos Bay, OR 97420

Westwood Lumber Co.
P.O. Box 217
Saginaw, OR 97472

Service List - Page 1



(served by first class mail on July 8, 2008)

Durawood Treating Co.

P.O Box 750

Coos Bay, OR 97420

(served by first class mail on July 8, 2008)

Menasha Forest Products Corp

P.O. Box 588

North Bend, OR 97459

(served by first class mail on July 8, 2008)

Grange Co-op

89 Alder Street

Centrai Point, OR 97502

(served by first class mail on July 11, 2008)

(served by [irst class mail on July 8, 2008)

X-Interchange Corp.

11300 Tomahawk Creck Parkway

Suite 110

Leawood, Kansas 66211

(served by first class mail on July 8, 2008)

Weyerhaeuser Company

P O. Box 9777

Federal Way, WA 98063-9777

(served by first class mail on July 11. 2008)

Coos Head Forest Products

69015 Hauser Depot Road

North Bend, OR 97459

(served by first class mail on July 11, 2008)

Governor
(49 C.F.R. § 1152.20(a)(2)(ii))

Govemnor Theodore R. Kulongoski
State of Oregon

160 State Capitol

900 Court Street

Salem, Oregon 97301-4047

Public Service Commission
(49 C.F.R. § 1152.20(a)(2)(iii))

Lee Beyer, Chairman

Public Utility Commission of Oregon
550 Capitol St. N.E. #215

P.O. Box 2148

Salem, OR 97308-2148

Designated State Agency
(49 C.F.R. § 1152.20(a)(2)(iv))

Matthew Garrett, Director

Oregon Department of Transportation
355 Capitol St. N.E.

Salem, OR 97301-3871

Scrvice List - Page 2



State Cooperative Extension Service
(49 C.F.R. § 1152.20(a)(2)(v))

Oregon Statc University Extension Scrvice
Extension Scrvice Admimstration

101 Ballard Hall

Corvallis. OR 97331-3606

U.S. Department of Transportation (Federal Railroad Administration)
(49 C.F.R. § 1152.20(a)(2)(vi))

U.S. Department of Transportation
Federal Railroad Administration
1120 Vermont Avenue. NW
Washington, DC 20590

Department of Defense (Military Traffic Management Command, Transportation
Engineering Agency, Railroads for National Defense Program)
(49 C.F.R. § 1152.20(a)(2)(vii))

Military Surface Deployment & Distribution Command
Transportation Engineering Agency

Railroads for National Defense Program

720 Thimble Shoals Boulevard, Suite 130

Newport News, VA 23606-2574

U.S. Department of Intcrior (Recreation Resources Assistance Division,
National Park Service)
(49 C.F.R. § 1152.20(a)(2)(viii))

U S. Department of the Interior

National Park Service

Recreation Resources Assistance Division
1849 C Street, NW

Washington, DC 20240

U.S. Railroad Retirement Board
(49 C.F.R. § 1152.20(a)(2)(ix))

U.S. Railroad Retirement Board
844 North Rush Street
Chicago, IL 60611-2092

National Railroad Passcnger Corporation (“Amtrak”)
(49 C.F.R. § 1152.20(a)(2)(x))

Amirak does not opcrate over the aflected lines

Service List - Page 3



U.S. Department of Agriculture, Chief of the Forest Service
(49 C.F.R. § 1152.20(a)(2)(xi))

U S. Department of Agriculture,
Chief of the Forest Service

1400 Independence Avenue, SW
Washington, DC 20250-0003

Headquarters of All Duly Certified Labor Organizations That Represent

Employees on the Affected Rail Line
(49 C.F.R. § 1152.20(a)(2)(xii))

No duly certified labor organizations represcnt employees on the affected rail line.

Scrvice List - Page 4
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CERTIFICATE OF SERVICE

I hereby certify that, pursuant to 49 C.F.R. § 1152 24(c), I have caused the Application of
Central Oregon & Pacific Railroad, Inc. for Abandonment and Discontinuance of Service to be
served by overnight courier this 14th day of July 2008 on the following:

Governor Theodore R. Kulongoski Lee Bever, Chairman

State of Oregon Public Utihity Commission of Oregon
160 State Capitol 550 Capitol St. N.E. #215

900 Court Street P.O Box 2148

Salem, Oregon 97301-4047 Salem, OR 97308-2148

Matthew Garrett. Director

Oregon Department of Transportation
355 Capitol St. N.E.

Salem, OR 97301-3871

I have also caused the Application to be served by hand-delivery and/or overnight courier
this 14th day of July 2008 on all parties who participated in STB Finance Docket No. 35130,
Central Oregon & Pacific Railroad, Inc.—Coos Bay Rail Line.

A copy of the Applicatton shall be available for public inspection at the following agency
station through which business for the Coos Bay Subdivision is received or forwarded
Customer Service Center, Central Oregon & Pacific Railroad, 333 S.E. Mosher, Roseburg, OR
97470, Contact: Don Taylor. The Application will be available for inspection from 8 00 AM to
5 00 PM Pacific Standard Time, Monday through Friday.

tthew J. Warren
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BEFORE THE
SURFACE TRANSPORTATION BOARD

)
Central Oregon & Pacific Railroad. Inc. - Abandonment )
and Discontinuance of Service —in Coos. Douglas,and ) Docket No. AB-515 (Sub-No 2)
Lane Counties, Oregon (Coos Bay Rail Line) )

)

VERIFIED STATEMENTI OF PAUL LUNDBERG

My name 1s Paul L.undberg [ am Senior Vice President — Strategic Relations of
RaillAmerica. Inc [ also serve as Vice President of Central Oregon & Pacitic Railroad, Inc
("CORP™) My business address 1s 5300 Broken Sound Boulevard. Boca Raton, Florida 33487
I joined RailAmerica in February 2007 lollowing the acquisiion of’ RallAmerica by certain
investment funds managed by Fortress Investment Group LLC. In my current positlon; | have
responsibility for managimy operations, labor relations and state government relations issues for
the RailAmerica carriers. and for RalJAmerica’s relationships with connecting Class 1 railroads.
RailAmerica is a lcading railroad short Line holding company, with 41 Class I and 111 railroads
located in 25 states and 3 Canadhan provinces

] began my railroad carcer in 1973 as a braheman on the Chicago & North Western
'ransportation Company ("CNW™) During my 22 years with CNW, 1 held a vaniety of
management positions in labor relations and operations, including Vice President —~ Labor
Relations and Sentor Vice President — Transportation  In the latter position, 1 was responsible
for all transportation, commuter operations, equipment management, service design and
customer service matters  After leaving CNW [ollowing yts acquisition by Union Pacific
Railroad Company (“UP™). | held senior management positions with Seal.and and

Maersh/Scal.and (container shipping) and with Great Lakes Transportation (railroads and

-i-
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shipping) Prior 1o joining RailAmerica. 1 was General Manager of the Massachusctts Bay
Commuter Railroad, which operates commuter rail services in the Boston arca. 1 hold a
Bachelor of Science in Communications degree from Northwestern University, and a Master of
Managcment degree from Northwestern's Kellogg Graduate School ot Management

I'he purpose of this Venflied Statement is to explain the circumstances that led CORP 1o
seck authority 10 abandon (and discontinue service on) a portion of its Coos Bay Subdivision.
Specifically, this Application secks authonity for CORP to abandon 1ts line between
Milepost 669 0 near Vaughn, OR and Milepost 763 13 near Cordes, OR, a distance ot 94 13
miles in Coos. Douglas and Lane Counties. OR (the “*Abandonment Segment™. CORP alse
secks authority to discontinuc service over those segments of the Coos Bay Subdivision that are
leased by 1, including (1) the Coquille Branch between Milepost 763.13 near Cordes, OR and
Milepost 785.5 near Coquulle, OR, a distance of 22.37 miles, which is leased from Union Pacific
Railroad Company (“UP™); and (2) the LPN Branch between CORP Milepost 738 8 and LPN
Branch Milepost 2.0, a distance of’ two mules, which is leased from Longview. Portland &
Northern Railway Company (“LPN’) (the “Discontinuance Segment™).! These lines have been
embargoed since September 21, 2007 due 1o unstable conditions in several tunnels that make
continucd operations unsale. ‘I he minimum cost of the repairs that would be required to restore
operations through those tunnels is approximately $2.9 million. However, the expenditure
required to undertake such repairs cannot be economically justified because the Coos Bay
Subdivision has expenenced substantial (and increasing) operating losses over the past several

vears, trallic on the line has declined precipitously (principally as a result of the loss of a major

' CORP’s Coos Bay Subdivision also includes the line between Vaughn and Liugene, OR - CORP
docs not proposc to abandon that scgment. Nevertheless. for convenience. the Abandonment
Segment and the Discontinuance Segment are referred to collecuvely in this Verified Statement
as the “Coos Bay Subdivision ™
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customer), and there is no realistic prospect that traffic on the line will increase substantially in
the foresceable future CORP attempted 1o persuade interested stakcholders to join it in a
cooperative clfort to repair the tunnels, rchabilitute the line and address 1ts ongoing operating
losses. but CORP’s proposals for such cooperatuve action were rejected  Therefore, CORP 15
seeking Board approval for authority lo discontinue service over the Discontinuance Segment
and to abandon the Abandonm‘cnl Scgment.

The rail lines operaied by CORP were acquired from UP"s predecessor, the Southern
Pacific Transportation Company (“SP"), in 1994 At the time of the acquisition. CORP was
owned by shortline operator RailTex. Inc. (*Railtex™). Railtex was acquired by RailAmenca 1n
January 2000 Under the terms ol a “Cooperative Marketing Agreement™ entered into between
CORP and SP in connection with the line salc transaction. CORP transported the vast majonity of
the traflic that moved over the Coos Bay Subdivision as a “handling carrier™ for UP.? Under this
arrangement, traffic moves under a UP waybill, and UP has sole authority to determine the rates
[or the traffic (including the portion of the movement over CORP's lines) CORP receives from
UP a “Handling Carrier Charge™ (currently | | per car) for cach loaded car that it
handles on UP’s behalf. See Atlachment 3, Fighth Amendment. The Handling Carner Charge 1s
adjusted annually by an amount cqual to | I
| ] (the “annual Adjustment™) In addition, CORP

receives a fuel adjustment trom UP on traffic moving for UP’s account,

L he Cooperative Marketing Agreement does not give CORP the unilateral right to
increase rates. or to imposc surcharges, on traftic that it handles 1n conjunction with U Nor

docs that arrangement provide any mechanism for renegotiation of the fuel adjustment. Rather.

* A copy of the Cooperative Marheting Agreement is set forth in Atachment 3 (o my Venliced
Statement
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UP unilaterally modifies the fuel adjustment from time to time. Any increasc in the Carrier
Handling Charge (other than the Annual Adjustment) 1s likewise solely within the discretion of
UP. Thus, CORP cannot take pricing actions to gencrate additional revenue from most of the
traffic that moves on the Coos Bay Subdivision This limitation severely restricts CORP's
ability to generate capital for upgrading or expansion of its rail infrastructure. Indeed. the
Annual Adjustment that CORP recerves under the terms of the Cooperative Markeling
Agreement has not been sutlicient to ollset the increase in operating expenses for the Coos Bay
Subdivision 1n recent years, much less to fund extraordinary capital improvements

The Coos Bay Subdivision was marginally profitable during the first several years of
RailAmerica ownership. l-or example, the line generated positive operating income of
approximately $[ ] in 2002 and $| | m 2003. However, in 2004, a major shipper on
the line. Weyerhacuser Corporation, ceased operations at its paper manufacturing facility at
Cordes, OR  The closure of that plant, which historically generated approximately 3.000
carloads of rail business annually, resulted in a precipitous decline in the volume of traffic
moving over the Coos Bay Subdivision, irom 7,574 carloads in 2003 to 5.408 carloads in 2004
I'he spike in fucl prices during 2005 and 2006, coupled with CORP’s inability to offset the loss
of Weyerhacuser's business with addrtional traffic from other sources, exacerbated the problem
I'raffic on the line dechined to 5,193 carloads in 2005, increased modestly to 5.363 carloads in
2006 and declined to 4.018 carloads in 2007 (through September 21. the date upon which the
embargo went into cffect). CORDP is not aware of any potential source of new rail traffic for the
Coos Bay Subdivision in the foresecable [uture that would come close to oflsetting the business
lost as a result of Weyerhacuser’s decision to close the Cordes facility  As witness Williams®

testimony shows, the decline in traffic on the line has aftected virtually all shippers

-t
Lundberg Verilied Statement



CORP-1
Public Version

The viability of the Coos Bay Subdivision 1s further undercut by the deterioration ol
several umber-lined tunnels on the line. In October 2006, a joint inspection of the line by the
Federal Railroad Administration (“FRA™) and the Oregon Department of I'ransportation
("ODO17) revealed signilicant deterioration in Tunnel No 15 (located near Milepost 721).
CORP promptly engaged a contractor 1o perform repairs o the tunnel  fHowever, while those
repairs were being performed 1in November 2006. T'unnel No. 1S collupsed, resulting in the
temporary closure ol the tunnel and increasing the cost of repairs (initially estimated to cost
$350.000 - $400.000) 1o approximately S1 7 millien

In March 2007, CORP engaged Shannon & Wilson. Inc . a geotechnical and
environmental services [irm. (o evaluate the condition of all nine tunnels on the Coos Bay
Subdivision. Shannon & Wilson inspected the tunncls during March and Apnl 2007, and
reported therr findings to CORP's engineers on July 16, 2007 (A copy of the Shannon &
Wilson report is set forth in Attachment 1.) Shannon & Wilson identified “severe liner and/or
roch deterioration and instability™ 1n Tunnel Nos. 13, 15 and 18 Sewv Attachment 1 at 3.
Shannon & Wilson recommended that certain short-term (“Level 1 and 27) repairs to Funnel
Nos 13, 15 and 18 be performed within 6-12 months. /d. at 2, 6. Shannon & Wilson advised

that “|i]n our opinion, the repairs recommended for tunnel sections that were classified as Repair

[ evel 1 and 2 i our July 2007 report, are necessary o continue relatiy elv safe train passage ™

See, Attachment 1 at 13, September 21, 2007 Supplement  The estimated cost of such immediate
repairs is approximately $2 9 million. Shannon & Wilson also recommended that CORP
perform more extensive repatrs 1o the tunnels on the line {at an estimated additional cost of

$3.8 million) within 12-48 months  The total cost of all tunncl work recommended by the
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Shannon & Wilson report is approximately $6.7 million. /d at 11, Estimated Construction Cost
Summary,

In October 2007, shortly afier the line was embargoed, a team of 'RA and Tedceral
Highway Administration ("FIIWA”) enginecrs conducted an inspection of Tunnel Nos. 13, 15
and 18, and issued a wrnitten report of their findings (A copy of the FRA Report is set forth in
Attachment 2') The 1 RA inspectors “substanuially validate[d] the findings documented in the
Shannon and Wilson report,” See Attachment 2 a1 4, FRA concluded that “[t]hese tunnels are
hazardous to train traffic and maintenance operations.™ and concurred with Shannon & Wilson's
assessment of the repairs neccssary to permit safe train operations through the tunnels /o

Given the large losses incurred by CORP in operating the Coos Bay Subdivision. an
immediate investment by CORP of at least $2.9 nullion to rehabilitate tunnels on the Coos Bay
Subdivision cannot be economically justified.’ Morcover. as my testimony submitted on
May 12, 2008 in Finance Dochet No. 35130, Central Oregon & Pacific Railroad, Inc — Coos
Bay Rail Line. showed, the Coos Bay Subdivision will require an additional investment of’
approximately $20 milhon for tunnel repairs and track rchabilitation over the next several years
in order to permit safe and cfficient operations over the line in the [uture. While those additional
expenditures are not included in the “avoidable costs™ caleulated under the Board™s abandonment
rcgulations, those costs will need to be incurred by CORP (or another opcrator) to prescrve
service on the line in the longer term. As the testimony of witness Baranowshi shows. the
avoidable loss from operations on the Coos Bay Subdivision — which docs not include the cost ol

tunnel rchabulitation - is well in cxcess of S1 million per year With operating losses of that

' Shannon & Wilson’s estimate represents the minimum cost of short-term tunnel rehabiluation
costs. 1f repair activity caused one or more tunnels to collapse, as occurred during the repairs 1o
Tunnel No. 15 1n 2006, the cost of performing repairs to the tunnels would, in all likelihood, be
substanually higher
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magnitude. and no opportumty for CORP 1o increase its revenues by raising rates or attracting
substantial new business 1o the line, there is no realistic prospect that CORP would be able to
realize any return on such an investment * Pouring millions of dollars into the Coos Bay
Subdivision would also divert {unds that could otherwise be available 10 address the capital
nceds of other portions of CORP's system.

Prior to making the decision to seek abandonment authority, CORP met with shippers,
Oregon legislators. the Port of Coos Bay and ODO I to solicit their participation in a cooperative
effort to address both the capital needs of the line and the ongoing losscs from operations over
the linc. CORP’s cfforts to promote a public/private partnership solution to the problems facing
the Coos Bay Subdivision are described tn my prior testimony in Finance Docket No 35130. As
that testimony indicated. our efforts were not suceessful. Accordingly, upon assessing the
reaction to our proposals, CORP reluctantly made a decision in late Apnl 2008 1o seck to
abandon the line. CORP respectlully asks the Board 1o approve this Application, so that CORP
can stein the losses that it 1s incurring in operating the line, and redirect its resources to the

remaining portions of 11s rail system.,

' UP has likewise taken the posttion that the line “ has gencrated insutlicient traffic to support
reinvestment 1n the line ” See Attachment 4, Letter dated April 29, 2008 from J Michael
Hemmer to Hon. Charles D Notungham, at 2.
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VERIFICATION

L, Paul Lundberg, declare under penaity of perjury that the foregoing is true and correct
Further, I certify that I am qualified and authorized to filg this yerified stat

Paul'Lundberg

Executed on )D 2008
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== [§§ SHANNON &WILSON, INC,

GEQTECHNICAL “ND ENVIRGNMENTAL CONSULTANTS

July 16, 2007

Mr Marc Bader, Chief Engincer
Rail Amenca Operations West

One Harbor Center Dnive, Suite 340
Suisun City, CA 94585

RE: TUNNEL INVENTORY -CQOS BAY SUBDIVISION, OREGON
Dear Mr Bader

This report documents our observations and opinions regarding the condiion of nine tunnels
the Coos Bay Subdivision, and our engneer’s preliminary estimate of costs for construction of
short- and long-term rehabilitation work Rail Amenca does not scck any clearance
unprovement in the tunnels at this time, therefore, it was not considered n any of our
recommended repairs and structural improvements n this report  Maintenance or repairs of track
structure or drainage conditions within the tunnels were also not included 1n our assessment, but
poor track and drainage conditions were noted on our log fonns General data on the condition
of the existing tunnel conditions and supports, suggested methods for repairs and maintenance.
and estimated rehabtlitation costs are presented in Tables 1 through 10. Our engineer’s estimate

of tunncl rehabilitation costs is summarized sepurately 1n Table | 1

The tunnel inventory was authonzed by Mr. Marc Bader, Chief Engnneer of Rail Amenca
Operations West, on March 12, 2007. Shannon & Whlson, Inc. conducted the mapping and
assessment of the tunnels between March 26 and 30, 2007 Rail America provided flagging
services and designated a railroad employee to escort and provide access via hy-rail to the
Shannon & Wilson, Inc. field crew duning the tunnel visits,

We visited and logged Tunnels 16 and 21 on March 26. On March 27, our project manager, Red
Robinson, jowned the crew and we logged Tunnels 14 and 20 and bnefly visited Tunnel 13. We
mapped Tunnel 13 on March 28, and we assessed Tunnels 17 and 19 on March 29. We
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Mr. Marc Bader, Chief Engmeer SHANNGN EWWVILSON, .

Rail America Operations West
July 16, 2007
Page 2

completed the mapping with Tunnel 18 on the March 30. Tunnel 15 had been previously logged
during the rehabilitation of a severely deteriorated and partially caved portion of the tunnel in
November 2006 We revisited Tunnel 15 on July 9, 2007, to observe ground conditions and
timber nb conditions adjacent to a recently collapsed timber nb at around Station 3+30

Durming our logging process, we noted the nature and condition of the tunnel support system and
the condition and stability of the rock. where visible. The condition of the tunnel supports and
rock was prioritized according to the need for repair. In our opimon, portions of the tunnels that
are 1n need of immedaate reparr withm six months are classified os Repan Level | Repair
I Level 2 applies to portions of the tunnels that should be repuired within the next 12 months
Reparr Level 3 applies to purtions of the tunnels that should be repaired in the next 12 1o
30 months Reparr Level 4 applies to portions of the tunnels that should be completed in the next
30 to 48 months Repuir Level 5 applies to portions of the tunncis that are not in need of repairs
within the next 48 months, based on the current condstions; however, changes in groundwater
flows inta the tunnel, drainage, and general time-reiated deterroration of the tunnel lining or rock
could lead to future neceds for repair  The conditions of the tunnels should be reassessed every
{ew years and during the various repair phases.

The only documentation avazlable for review prior o our site visit and tunnel evaluation and the
preparation of this report was in-house copies of the “Central Oregon Pacific Rmiroads Tunnel
Inspection Report - Siskiyou and Coos Bay Branch,” a report prepared by Shannon & Wilson,
inc dated March 1994, This report also included typical drawings of timber sets and gunite/
shotcrete limng.

GENERAL CONDITION OF THE TUNNELS

Based on available documents, the onginal tunnel construction took place in the 1880s
Excavation was by drill-and-blast, with local support provided by timber sets, wood lagging. and
portal structures. Contmucus timber sets as support, along with concrete portal siructures, were
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Rail Amenca Operations West
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cstablished between 1910 and the 1920s. Only the South portal of Tunnel 14 and the North
portals of Tunnel 18 and Tunnel 19 are lined with shotcreted steel sets

Anncipated lifespan for cedar imber tunnel supports 1s normally on the order of 50 years Most
of the imber supports in the Coos Bay tunnels have hkely been in place for well over 50 years,
possibly up 10 95 ycars  However, where the imber nbs and lagping have remamed dry, they are
still in fauly good shape and may provide adequate support to the rock, Where groundwater 18
seeping from the rock and through the lining, or where the bottoms of the sets are standing 1n
pootly dramed and/or muddy drainage ditches or on low concrete footing walls where debns has
accumulated and holds the groundwater, the imber supports have undergone various levels of
decay In some instances, decay s himited to anly the lower 1 to 2 feet of the posts  Elsewhease,
the decay 1s more pervasive and has penetrated the entire lining for several ribs 1n a row

The significant effort required to mamntain the timber lining led onc of the previous owners of the
Coos Bay branch, the Southern Pacific Railroad, 1o a program of replacing timber sets with stecl
sets covered with gurute in the 19705 and early 1980s Tunnels 14, 19, and 20, with relatively
stable rock conditions, were supported with only a thin layer (1 to 4 inches) of gumte after the
removal of the timber liming It appears that the timber lining 1n Tunnet 21 was removed more
recently, possibly after a tunnel fire, and steel fiber-reinforced shotcrete was used (o support the
tunnel. At present, approximately 1,207 feet of timber lining remains in place 1n Tunnel 13,
1,073 feet :n Tunnel 15, 417 feet in Tunnel 17, and 622 feet in Tunnel 18.

SHORT-TERM OR IMMEDIATE (REPAIR LEVELS 1 AND 2)
REHABILITATION REQUIREMENTS
Indications of severe liner and/or rock detenioration and instability requining rmmediate repair
(Repair Levels 1 and 2) were observed at several locations in the timber-lined sections of
Tunnels 13, 15, and 18, where the timber sets are heavily decayed, crushed, and/or offset We
also observed rockfall hazards at several Jocations 1n Tunnels 13 and 15, where timber sets were
removed and replaced with steel sets, but the tmber lagging was left in place and has now
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Rail Amenca Operations West
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Page 4

detenorated and rotted away In addihion, we wentified rockfall hazards 1n two, short, unhned
sections, also m Tunnel 13. Because of evident recent rockfalls. we strongly recommend

inmediate 1epairs 1n these areas as well

Because of the potennal for rockfalls and tunnel collapse during removal and replacement of the
timber sets, as expertenced 1n a short portion of Tunnel 15, we recommend that grouted 1ock
bolts be installed through the trmber liner, and then the tmber rbs be removed one rib at a ume

and replaced with either shotcrete or steel 11bs, as shown in the tables

LONG-TERNM (REPAIR LEVELS 3 THROUGH 5)
REH.-'\BILITATION REQUIREMENTS

The majortty of the long-term 1ehabilitation requirements are related to the removal and the
replacement of imber sets, woad foot blocks, and timber lagging, and re-lining with steel fiber-
reinforced shotcrete and rock bolts (Tunneis 13, 15, 17, and 18) The timber support 1n these
sections of tunnel 1s at various stages of detenoration, consequently, 1solated tumber ribs could
loosen and tail at any time. This also includes sections in Tunnel 13 where timber lagging was
lefi 1n place after imber sets were replaced with steel sets Rehabilitation work 1s also required
in unlined sections and 1n areas with exposed bedrock and spalling shotcrete, some of them
associated with apparent rockfall acnivity These conditions were observed to vanous extents in
Tunnels 13, 14, 15, 19, 20, and 21

Recommended repairs include the appiication of steel {iber-reinforced shotcrete. Additional
support with rock bolts 1s required at some locations, Typically, we recommend protecting and
supporting unlined sections immediutely We designated thesc areas for long-term rehabilitation
requirements based on our visual observation of the bedrock conditions and the fact that they
have apparently been stable over some period of time. However, therc 1s always a nisk of sudden
rockfalls in unlined sections or areas with only thin shoterete/gunite cover, and if a rockfall

condition develops immediate support may be needed,
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An 1solated rockfall occurred 1n Tunnel 19 roughly between Stations 35+60 and 36+00 1n May
2007 A site visit was conducted on June 4. 2007, to assess the conditions  This section of the
tunnel had experienced spalling in the past of thin shotcrete in the crown, and bedrock 1s exposed
currently At this location, the installation of additional ground support (shotcrete and,
potennally, some rockbolts) may be considered at an earlier ime than indicated on the summary
table, and could be included during more urgent repair works in the adjacent Tunnel 18 (see

above)

In Tunnel 20, which 1s generally lined with thin, 1- to 4-inch-thick, gunite, a 20-foot-long and 4
44-foot-long scction are lined with shotcreted stcel scts at 3- to 4-fool spucing. Exposed bedrock
above the stecl sets indicates past over-bieak and rockfall activity in these areas, which 1equires
remedsal support. Currently, the shotcreted steel sets function as a canopy and protect the track
from falling rocks to some extent, but they do not support the actively raveling rock above

We did not include several tunnel sections lined with good-quality, sound timber 1n our
rehabilitation program (657 feet 1n Tunnel 13, 745 feet in Tunnel 15, 373 feet 1n Tunnel 17, and
62 feet in Tunnel 18) The current conditions of timber sets, timber lagging, and wood foot
blocks in these areas are generally fair lo good, and we estmate a remaining average hiespan of
approximately 5 to 10 years, or more Al Tunnel 15, the timber-lined sechions also include arcas
where shotcrete was apphed between the existing imber sets 1 order 1o mamntain bedrock
stabihity dunng repair woik that was conducied in adjacent areas. However, the timber will
detenorate over time and may cause problems in these sections in the futurc At locanons where
wood foot blacks are used to support timber sets, poor maintenance of drainage ditches can lead
to rolting of the Umber sets and shorten their hfespan sigmificantly. Replacing the ttmber limng
with rockbolts and steel fiber-remnforced shoterete 15 recommended 1n the future in these sections

n order to maintain the long-term stability of the tunnel.

We also observed several sections in Tunnel 13 where mber sets were replaced with steel sets
followed by an application of shotcrete, which was applied over imber lagging that was left in
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Mr. Marc Bader, Chuef Engineer
Rail Amenca Operations West
July 16, 2007

Page 6

placc Based on our observations, we expect void spaces of various dimensions (potcntially up
to 5 feet deep) behind the existing hming in these sechions. Backfilling the voids with cement-
bused material in the future will increase the structural long-term stabulity of the hming and

reduce the potential fire hazard of the remaining timber lagging behind the shotcrete

Had we included 1 our proposed rehabilitation work the removal and re-liming ot all tunber-
lined sections and the backfilling of void spaces behind the exishing shotcrete-over-steel-sets
lining, and added the shotciete quantity needed to mcerease the thickness of gumte-lined sechons.

the tatal construction costs would have incicased on the order of roughly $12,000,000

SUMMARY

Immediate tunnel stability problems are related lo the progressively and intensely detenorated
and rotted condition of tunber in timber-lined sections i Tunnels 13, 15. and 18 and unlined
sectrons with associated rockfall hazard in Tunnel 13 We recommend relming and supporting
these areas with steel fiber-reinforced shotcrete, rockbolts, and steel nbs, as indicated in the
tables We estimate the total construction costs for the Repair Levels 1 and 2 to be 1n the order
of 82,865,000

Long-term rehabihtation work—within the next 1 to 5 years—5 required m almost all of the
tunnels (except Tunnel 16) and, in general, includes the reliming and supporting of tunnel
sections with steel fiber-reinforced shotcrete, rockbolts, and/or steel nibs, as shown 1n the tables
We estimate the total construction costs for the later repaurs (Levels 3 to 5) to be around
$3,815,000

We would be pleased to submit a detailed proposal for the engineenng design work and the
preparation of construction plans and specifications for vour next phase of repair work on the

Coos Bay Tunnels.
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Mr. Marc Bader, Chuet Engineer
Rail Amenca Operanons West
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We appiecrate the opportunity to work with you and look forward to answenng any questions

you have abuut the mformation in this repornt

Sincerely,

SHANNON & WILSON, INC,

Klaus G Winkler Robert A Robinson, LEG,LG

Semor Engineenng Geologist Semor Vice President
Director of Underground Services

Robeito J Guardw, PE
Vice President

KGWRIG:RAR/kgw

Enclosures  Table | — List of Tunnels — Coos Bay Subdivision
Table 2 — Tunnel 13 (4 pages)
Table 3 — Tunnel 14
Table 4 — Tunnel 15 (3 pages)
Table § — Tunnel 16
Table 6 — Tunnel 17 (2 pages)
Table 7 — Tunnel 18 (2 pages)
Table 8 — Tunnel 19 (2 pages)
Table 9 — Tunnel 20
Table 10 - Tunnel 21
Table 11 - Estimated Construction Cost Summary
Important [nformation About Your Engineering Report
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SHANNON & WILSON, INC. Attachment w and part ol Report 21-1-20711 001
Goeotechnical and Environmental Consultants
Date July 16, 2007
To Mr Marc Buder Ch.el Engincer
_Rwil Amenca Operatums Wt

IMPORTANT INFORMATION ABOUT YOUR GEOTECHNICAL/ENVIRONMENTAL
REPORT

CONSULTING SERVICES ARE PERFORMED FOR SPECIFIC PURPOSES AND FOR SPECIFIC CLIENTS.

Consultants prepare reports to meet the specific needd of specific mdividuals A report prepared for a civil engineer may not be adeauate lor
a eonutruction coniractor or even another civil engmeer Unless indicated otherwase, your consuliant prepared your report expressly tor you
and expressly lor the purposes you indicated No one other than you <hould apply this report for its intended purpase without firu
conterring with the consultant No party should apply this report for any purpose other than that onginlly contemplated without firs
conferming with the conyuliant

THE CONSULTANT'S REPORT IS BASED ON PROJECT.SPECIFIC FACTORS.

A geatechnical/environmental report 135 based on a subsurface exploraton plan designed 10 convider a umigue set of projeut--pecific faciors

Depending on the project, these may inciude the general nature of the structure and property mvolved, i size and configuration 12
hstonca! use and practice. the location of the structure on the site and its orientatuon, other impravemenis such as access roads, parking lots

and underground unhres, and the addiional nsk created by scepe-of-service imutations imposed by the chent  To help avend costly
problems ask the vonsuliant to evaluaie how any laciors thai change suhsequent to the date of the repon may affect the recommendanions

Unleus your consultant indicates otherwase, your report should not be used (1) when the nature of the proposed project s Lhanged {for
example, 1f an office building wiil be erected instend ol a purking garoge. or if a refrigerated warchouse will be buslt wstead of an
unrelngeraled one, or chemicals are discovered on or near the site}, (2) when the srze, elevation, ur configuration ol'the propased project <
altered, (3) when the location or orientation of the proposed project 13 modified. (4) when there 15 a change of ownership, or {5) for
application to an adjacent site  Cansultants cannol accept responsibihry for problemy that may accur 1f they are not consuhed after lnclor
which were considered in the development of the- report have changed

SUBSURFACE CONDITIONS CAN CHANGE.

Subsurtace conditions may be alfected as a resull of natural processes or human acuvily Because a geotechnical/environmental report 15
based on conditions that existed at the time of subsurface exploration, construction decisions should not be based on a report whose
adequacy mey have been affected by time. Ask the consultant to advise 1f additional tests are desirable before coustruclion starts. tor
axample, groundwater conditions commonly vary seasonally

Construction operations ot or adjacent to the site and natural events such as [loods, sarthquakes, or groundwater fluctuations may alzo uffect
substface conditions and thus, the continumg adequacy of a gealechnical/environmental report The consultant ~hould be hept apprised of
any such events and should be consulted to determune 1f addstional tests are necessary

MOST RECOMMENDATIONS ARE PROFESSIONAL JUDGMENTS

Siic exploration and testing sdennfies actual surface and subsurface conditions only at those points where samples are iaken  Ihe data were
extrapolared by your consultant, who then applied judgment to reader an opimon about overall subsurface condtious  he acual interface
between maienals may be far more gradual or abrupt than your report indicates  Actuat conditions in areas not sampled may differ fiom
those predicted 1n your report. While nothing can be done to prevent such situations, you and your consultant can work logether to help
reduce their impacts Retaining your consultant to observe subsurface construcuon operations can be particularly beneficial in this respect

Attachment 1-Public Version 172007
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A REPORT'S CONCLUSIONS ARE PRELIMINARY

The conclusions contained in your consultant’s report are prelinnnary because they must be based on the assumpuion thaw conditions revenled
through <elective exploratory sampling are ‘ndicative of uciual conditions throughour a ute  Actual subsurface cond:nions can be discermed
only duning earthwark, therefore. vou should retiin your consulant (o observe actual condibions and to provide conclusions  Onlyv the
consullant who prepared the report 13 Rully familiar with the background information needed to detenmine whether or not the report's
recommendanions based on those conclusions are valid and whether or not the contractor 1 abiding by applicable recommendations  The
consuliant who developed vour report cannot asanme responstbility or trability for the adequacy of the report's recommendarions if another
party 15 retained to observe construction

THE CONSULTANT'S REPORT IS SUBJECT TO MISINTERPRETATION.

Contly problems can occur when other design professionals develop their plans based on misinterpretation of a greotechnical/envirommental
report To help awid these probiems, Lhe consuliant should be retamed to work with other project design professionals to explan relevant
geotechnical geologeal, hydropeological, and environmental findings, and 10 review the adequacy of therr plans and specilicanons relahve
1o these 1sues

BORING LOGS AND/OR MONITORING WELL DATA SHOULD NOT BE SEPARATED FROM THE REPORT

Final boring logs developed by the consuliant are based upon mierpretation of field logy (pxsembled by site personnel), field test resulix, and
laboratory andior office evaluauon of field seinplex and data  Only [inal bormg lcgs and dala are customunly mcluded n
geotechnical/environmental repons  These final logs should not under sny circumstances be redrawn for inclusion in archilectural ur other
design drawings because drafiers may comnit errors or omissions in the transfer process

To reduce the hkelihood of bornng log or monttoning well mizinterpreration, contraciors should be given ready accesx to the complete
geotechniual engineenng/ens rronmenta] report prepared or authonzed lor thewr use 11 access 13 provided only to the report prepared for
you. you should advise contraciors of the report's limitations, as<uming that a contractor was not one of the apecifiv persons lor whon the
report was prepared, and that developing construction o<t eslimates was ool one of the specific purposes for which st was prepared While
a contrugtor may gan important knowledge [rom a report prepared for another party, the contractor should discuss the report with your
consultand and perform the additional or alternauve work believed nevessary 10 obtain the duta specifically appropnate lor consruchion cost
estimaung purposes Some chents hold ihe mistaken impression that amply disclaiming responsibilily for the accuracy of subsuriace
informanon always insulates them from atiendant hability  Provading the best available information to contructors helps prevent costly
construction problems and the adversarial athitudes that aggravate them to a disproportionale scale

READ RESPONSIBILITY CLAUSES CLOSELY

Because geolechmcal/environmental engmeenng 15 based exiensively on judgment and opimon, il 15 far less exact than other design
disciplmes This situation has resulted in whoily unwarranted claims bemg lodged against consultants  To help prevent tus problem,
consultants have developed a number of clauses for use in their contracts, reports and other documents  These responsibility clauses are not
exculpalory clauses designed Lo transfer the consultant's iabilities to other parties, rather, lhey are definitive clauses that identfy where the
consullant's responsibilines begin and end Their use helps all parties involved recognize ther individual responsibiliies and 1ake
appropriate action Some of these definutive clauses are likely to appearin your repart, and you are eicouraged to read them closely Your
consultant wll be pleased 1o give full and frank answers to your questions.

The preceding paragraphs are based on imnformanon provided by the
ASFE/Associauon of Engmeenng Firms Pracueing in the Geosciences, Silver Spnng, Maryland
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= SHANNON SWILSON,IN e

NVIRONMENTAL CONBULTANTS

September 21, 2007

Mr. Mare Bader, Chief Engineer
Rail America Operations West

One Harbor Center Drive, Suite 340
Suisun City, CA 94585

RE: TUNNEL CONDITION ASSESSMENT FOR COOS BAY SUBDIVISION,
OREGON

Dear Mr. Bader:

As discussed in recent phone conversations, this letter is to provide you with our
concerns regarding the current conditions and potential for rock falls, and timber rib
faitures in the nine tunnels on the Coos Bay Subdivision of the Central Oregon and
Pacific Railroad.

As stated and described in detail in our tunnel inventory report dated July 2007, we
identified and classified numerous sections in the tunnels, that are in various states of
deterioration and, in our opinion, requirc immedzate rehabilitation work (within six
months) in order to reduce the currently high risk of rock falls and timber collapses to
more acceptable levels. Some of the areas — particularly in Tunnel 15 and Tunnel 18,
were identified and discussed with you as early as November 2006, when emergency
repairs were initiated in Tunnel 15. We also identified numerous other areas in the
tunnels that need repairs, but based on our field investigations did not appear to be in as
great a risk of failure, and therefore were not classified as being in need of immediate
repair, although we did consider that they should be repaired within the next year or so.

1

400 NORTH 34TH STREET - SUITE 100
PO BOX 300303
SEATTLE, WASHINGTON 988103

20656328020 FAX 208-885-6777
TOD. 1-800-833-6388 21-1-20713-001
www shannonwilson com Attachment 1-Public Version
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Rail America Operations West
September 21, 2007
Page 2
Since November 2006, several rock falls and failed timber sets were observed in tunnels
in the Coos Bay Subdivision:
- Several partially collapsed timber sets were observed in Tunnel 15 during
emergency repairs from November 2006 to January 2007.
- Six timber posts in the west sidewall of Tunnel 18 shifted into the tunnel. The
posts rested on deteriorated wooden foot blocks.
- Several rock falls occurred in Tunmel 19 between May and July 2007. Rock falls
occurred in areas of spalled shotcrete and exposed bedrock.
~ Failure of a timber set occurred in Tunnel 15 in June 2006, The timber set was
highly deteriorated.
In our opinion, the repairs recommended for tunnel sections that were classified as Repair
Level 1 and 2 in our July 2007 report, are necessary to continue relatively safe train
passage. Recent rock fall events in Tunnel 19 require immediate attention as well. The
risk of future rock falls and failing timber sets is high under the current condition of the
tunnels. However, the increased seepage rate in some areas of the tunnels that normalty
accompanies the rainy season will contribute to an increased risk of instability and also
makes the application of remedial shotcrete in these seepage areas impossible and
hazardous. Consequently, 1t may not be safe for much of the repair work to be undertaken

until the drier months of next spring and summer.

We appreciate the opportunity to work with you and look forward to answering any
questions you have about the information in this report.

Sincerely,

o

Robert A. Robifison
Senior Vice President
Director of Underground Services

21-1-20713-001
Anachment 1-Public Version
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2007 Railroad Inspection
Report

Evaluation of Tunnel Conditions Central Oregon and Pacific Railroad, Coos Bay
Subdivision

On Wednesday, October 9, 2007, a teconnaissance was conducted by a team of Federal
Railroad Administration (FRA) and Federal Highway Administration engineers to
observe conditions in Tunnels 13, 15, and 18 on the Coos Bay Subdivision of the Central
Oregon and Pacific Railroad (CORP). Tunnels 13, 15, and 18 had been removed from
service by CORP, and the Coos Bay Subdivision, south of Tunne! 13, is currently
embargoed for all traffic.

The reconnaissance was conducted by walking through each tunnel from portal to portal,
with i1llumination provided by flood hights mounted in the bed of a highway-rail truck and
powered by a portable generator. Conditions observed in the tunnels were compared to
the condition descriptors and general condition ratings contained in the report prepared
by Shannon and Wilson between March 30 and July 9, 2007, and furmished to FRA by
CORP,

The team evaluation substantially validates the findings documented in the Shannon and
Wilson report. It should be noted that some conditions have deteriorated even further
during the time since the report was prepared, partly due to the passage of time, and
partly because of the onset of the wet season in Oregon in the early fall of 2007.

These tunnels were generally built in the 1880's, and rebuilt to their present configuration
around 1914, using drill and blast methods common in thet era Tunnel lining
construction mncludes unlined "bald" rock, timber sets with timber lagging, steel sets with
timber lagging, shotcrete over timber or steel sets, and finally, cast-in-place concrete at
both portals of Tunnels 13 and 15, and the south portal of Tunnel 18. Timber sets are
constructed of 10" wide by 14" deep solid sawn cedar timbers. These sets are spaced on
48" nominal centers in Tunnels 13 and 18, and on 18" nominal centers in Tunne] 15.
Voids between the timber liner and the surrounding rock were filled with cordwood
packing,.

The predominant problems observed were decay of the untreated cedar timbers, lagging,
and footing blocks, especially in the wetter areas of the tunnels. This deterioration has
resulted in differential settlement of the timber sets leading to shifting and occasional loss
of the horizontal struts between adjacent sets. In addition, the lower 3-4 feet of many of
the timber set posts sounds hollow or decayed when struck with a hammer, especially in
locations where the footing blocks are clearly decayed or

crushing. In a few of the wetter areas, severe decay of the caps and rafter timbers has
destroyed the structural integrity of the lining sets. Decay, and subsequent loss of the
cordwood packing, has produced a void above or behind the lagging, thereby providing
weathering or blocking rock room to free-fall, striking the lagging. In areas where the
timber sets and lagging have been covered with a nonstructural shotcrete veneer,
evaluation of the existing condition is not possible, although it is suspected that trapped
moisture is probably exacerbating the decay of surrounding timber components. In the
unlined sections, there is evidence that minor, periodic rock-falls have occurred.

Attachment 2-Publc Version
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General Tunnel Observations

The tunnel bores all appear to have been blasted using the methods of the day, which was
to angle drill from the front face and blast. It is doubtful that any type of technique was
used to control blast pressures and limit overbreak. Even with modern controlled blasting
techniques, drilling and shooting tunnel bores results in some undesirable over- bregk.
The overbreak on the three tunnels has resulted in an oversized bore with irregular
pockets and voids. Overbreak from blasting has fractured some of the in-place rock.
Thus, the fractured rock has to be supported, or it will continually ravel and fall out.
Several areas in these tunnels had cordwood or stone packing as an effort to support the
tunnel ceilings and walls. The overbroken voids are particularly difficuit to support using
these methods.

All of the tunnels utilized some arch segmental timber sets and lagging for support. The
timber set internal dimensions are approximately 20 feet to the spring line and
approximately 10 feet to the crown. Many of the timber set posts are 10 x 14-inch
settings on woad blocks The blocks appear to be cut fram the post material and then laid
on their side. The original timber set configuration had no structural capability for
carrying lateral earth pressure loads from the tunnel walls. The lagging appears to be
rough-cut 2 x 10-inch lumber, but it was not measured during the reconnaissance so these
dimensions may not be accurate. All tunnels have intermittent water seepage areas.
Detailed observations and conclusions for each of the three tunnels are as follows:

Tunnel 13; Milepost (MP) 669.47 to MP 669.94; length 2,489 feet; near Mapleton,
Oregon,

The portal had a concrete lining that was dated 1914 and extended approximately 65 feet
back. In several locations, there are signs of overblasting and large voids in between the
timber lagging. Cordwood packing is visible in between the timber lagging and the
tunnel rock wall and cetling face. There are intermittent water seepage areas in this
tunnel. Differential weathering was noted in the tunnel walls. There are areas that have
rock debris lying on top of the timber sets. In several locations, rock debns can fall
through, or past, rotten timber. The timber set support blocks have rotted in several
locations, allowing the timber sets to settle and pull away from the ceiling. In tum, the
unsupported ceiling sections have released sandstone rock fragments ranging from
gravel- to bolder-size (2 to 14 inches 1n diameter) Sagging timber sets have also kicked
out from the tunne] walls, allowing sandstone rock fragments from gravel- to bolder-size
to fall out of the excavated walls and place a thrust load on the timber set and lagging

The tunnel had station markings on the walls from Station 0+00 to 3+00. Shotcrete had
been placed, apparently as a past repair. The shotcrete condition looked good. At Station
6+00, a vertical set post 1s cracked from the footing up (at least 3 feet). This appeared to
be an overstress condition. There is a void behind the timber set. From Station 14+00 to
16+00, approximately, the timber sets in the ceiling are bowed downward, apparently
from overstress. The timber set ceiling support is discontinuous, and there is evidence

Attachment 2-Public Version
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that rock blocks have dropped out of the ceiling. At Station 23+40, timber sets have
rotted and fallen down. There is rock debris perched on top of the timber sets, and it 1s a
rock-fall hazard. The Shannon and Wilson report rate thus area as a Repair Level 2, but
subsequent deterioration would most likely cause it to be downgraded to Repair Level

1. This tunne! has several locations that need immediate lining support repairs. There is
a high risk of tunnel support failure and rock-fall hazard to train and maintenance traffic.

Tunnel 15; length 2,148 feet; near Florence, Oregon.

The north portal had a concrete hning that was dated 1914 and extended approximately
40 feet back. In general, the sandstone rock was softer than that of Tunnel 13 The
tunnel has more seepage water, also. The rock in this area may have been shghtly
weakened by water saturation. This tunnel has extensive wood rot and questionable
tunnel-wall and ceiling support. Several repairs have been performed, including
installation of a concrete footing for timber set support. There are signs of overblasting
star bursts 1n the tunnel walls and voids between the timber lagging and the rock face
There is potential for fractured rock to fall from these voids. At Station 14+40, the
timber sets are very rotten and have sagged. There is approximately % of a yard of rock
debris perched on the rotten wood. This material will fall down from the ceiling in the
very near future. There is a high concern that rotten timber sets and lagging could fall
into tunnel. There is a high risk of tunnel support failure and some risk of rock-fall
hazard to train and maintenance traffic.

Tunnel 18; MP 734.48 to MP 734.77; length 1,532 feet; near Florence, Oregon, off of
Five Mile Creek Road.

The north portal had a concrete lining that was dated 1914 and extended approximately 5
feet back Some past shotcreting and steel sets have been installed in this tunnel. In
some areas, the timber sets are closely spaced, indicating that duning the original design
and construction weak sandstpne rock was recognized. The rock 1n this tunnel is the
weakest of the three. The joints appear to be tighter, but the rack exhibits more of a soil
character and may tend to slough. There are locations where the lagging has fallen out
and the rock face 1s exposed. At Station 10+80, there is a section of the timber sets where
they have apparently rotted at their bases and then slid off their footings. The timber sets
have then kicked out approximately 2 feet from their original position.

The weak sandstone needs good ceiling and sidewall support, as the tunnel bore faces
have weathered over the years and may be exerting more vertical and lateral pressures
than where originally anticipated. At the same time, the strength of the timber sets has
diminished over the years. The fact that a section of the timber sets has kicked out
supports these concerns. More timber sets could kick out, which is a definite hazard to
train and maintenance traffic.

Summary and Conclusions

The arch segmental timber sets and lagging in these tunnels have reached the end of their
useful life and can no longer provide adequate support. As a result, several locations
within each of the three tunnels have unsafe conditions that require repair. It is
anticipated that more unsafe conditions will develop in the near future as the tunnel
support continues to rot. The existing unsafe conditions include ceiling and wall rock-
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fall, rock debns fall, timber set and lagging instability, and vertical timber set kick out
These tunnels are hazardous to train traffic and maintenance operations. Any future
inspection or maintenance should be done with great care, with an understanding of the
potential hazards. The original timber set design has severe limitations 1n its ability to
resist lateral earth and rock loads. In addition, the timber sets are susceptible to fire.

The team evaluation substantially validates the findings documented in the Shannon and
Wilson report. It should be noted that some conditions have deteriorated even further
during the time since the report was prepared, partly due to the passage of time, and
partly because of the onset of the wet season 1n Oregon in the early fall of 2007 In
summary, FRA concurs with the recommendations made in the Shannon and Wilson
repart, that all three tunnels need immediate repairs to permut the safe resumption of
railroad operanions The reconnarssance was not intended to review all of the repair
recommendations that were made in the Shannon and Wilson report. All tunnel
dimensions provided in this memorandum are approximate and should not be used for
design or cost estimating.

Signed. Gordon A. Davids, P.E.
Chief Engineer-Structures

Office of Safety Assurance and Compliance
Federal Railroad Administration
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The Honorable Charles D Nottngham, Charman 22 5 Eﬁ,ﬁ
The Honorable Franois P Mulvey, Vice Chairman §=-. glﬂ
The Honorable W Dauglas Buttrcy, Commussioner 4 2 >
Surface Transportation Board ¥ - B
395 LC Street, SW

Washington, DC 20423

Deur Charrman Nottingham, Vice Chairman Mulvey, and Commssioner Buttrey

Dunng your hcanng in Ex Parie No 677 on Apnl 25, 2008, a represemtative from
RailAmenca provided maccurate mnformation about UP's economic relationship with the
Central Oregon & Pacific Rmlroad RaslAmenca stoted that UP's compensation 1o CORP
consasts of $400 per car, plus 50 percemt of RCAF-U adjustments up to a maximum of

3 percent annually That informahion 1s not corroct

UP's campensation to CORP 18 currently about $600 per car, not $400 per car. As fucl pnccs
have escalated, Umon Pacific has voluntanly agreed o pass along nddinonal fucl support 1o
CORP In additon, Umon Pacific provides CORP 8 3 percent supplement for reporting car
movements through Rathne, which improves interiine operations and formation for

customen

Union Pacific has also given CORP approximaicly $1 mithon since 2004 to help 1 repair
tunnels on the Siskayou hine and mantain & key bridge on the Coos Bay hine

CORP also complained that ns contract with Umon Pacific hta the amount it can charge us
shippers  In fact, CORP has unilatcrally wnposcd surcharges on its shippers and 18 proposing
ndditionat surcharges without objection from Umon Paific

Fially, wiile tins does not represent compensation to CORP, duning the Coos Bay line

service mterruption, Unton Pacific hus provided sigmficant financial support to CORP
customers who lack rail service, so that those customers can usc transload scrvices on

Unon Pacific
ENTERED ™.,
Amirq of Pmcsading®

oy,

ey 3
l--"‘-nli

UKIONMCIFICRABROAD 100 PuonginSired  STOP 1%0  Omuha NL 0KI9  ph 1402} 5446877 G (40215010129 mbemmertup wim
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From our external perspective, the busic problem facing the Coos Bay linc 18 that, since
saveral major cusiomers closed large shipping fecihties on the Iine m the 1990, the Coos
Buy line hus generated insufMicient trallic 1o support renvestment 1n the Ime. Accordmgly,
as | tesulicd on Apnil 24, 2008, pnivate entiies are unhikely lo recover any relum on
mvestment in the line, unless traffic volumes merease substanimlly

Respeetfully.
J Muichae! !lemmer
ec: All Paricipants fhy U S firsi-class mal)
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Public Version
BEFORE THE
SURFACE TRANSPORTATION BOARD

Central Oregon & Pacilic Ralroad, Ine. — Abandonment
and Discontinuance ol Seryvice — in Coos, Douglas. and
Lanc Counties, Oregon (Coos Bay Rail Line)

Dochet No AB-515 (Sub-Ne 2)

VERIFIED STATEMENT OF MICHAEL R. BARANOWSKI

I. INTRODUCTION AND OVERVIEW

My name 1s Michael R Baranowski. | am a Senior Managing Direclor of FT1
Consulting. My business address 1s 1101 K Street. NW., Washington, DC 20005  As Senior
Managing Dircctor, 1 provide a wide range of economic and consulting services, pnmartly o
clients 1n the transportation and telecommunications industrics.

| have submitted writien expert testimony before the Interstate Commerce Commussion
and ns successor, the Surface 'ransportation Board. the IFederal Communications Commussion,
IFederal Courts. arbitration proceedings and a number of state agencies A complete listing ol ' my
prior testimony is included in my curriculum vitac. included as Attachment 1 to this Verified
Statement

I'he purpose ol this Verilied Statement 1s to present I<nvhibit 110 the Application filed by
Central Oregon & Pacific Railread, Inc ("CORP”) seeking authonty to abandon (and
discontinuc service on) a portion of 1ts Coos Bay Subdivision Specifically, | have been ashed by
CORP 1o prepare a summary of the relevant revenue and cost data for the lines that are the
subject of the Application, and 1o submit those data as Exhibit 1 1n accordance with the Board's
current abandonment regulations. In preparing portions of Exhibit 1, 1 have relied in part on

information provided directly by CORP, as well as the testimony of witnesses Rex (Net
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Liquidation Valuc of CORP right of way) and Bader (Net Liquidation Value ol track assets on
the line)

1L BASE YEAR REVENUE AND COST DATA

By this Application. CORP secks authonty to abandon its line between Milepost 669 0
ncar Vaughn, OR and Milepost 763 13 ncar Cordes. OR, a distance of 94.13 mules in Coos.
Douglas and l.ane Counties, OR (the “Abandonment Segment™). CORP also sccks authority to
discontinuc scrvice over those scgments of the Coos Bay Subdivision that are leased by 1t,
including (1) the Coquille Branch between Milepost 763 13 near Cordes, OR and Milepost 785 5
necar Coquille, OR, a distance of 22 37 miles. which 1s leased from Union Paculic Rarlroad
Company (“UP™}. and (2) the LPN Branch between CORP Milepost 738.8 and LPN Branch
Milepost 2.0, a distance of two miles, which is leased from Longview. Portland & Northern
Railway Company ("LI'N™) (the “Discontinuance Segment™). CORP’s Coos Bay Subdivision
alsvu includes the line between Vaughn and Lugene, OR. CORP doces not propose to abandon
that segment. 1or comvemence, the Abandonment Segment and the Discontinuance Segment are
referred 1o collectively in this Venlied Statement as the ~Subject Line.™

Exhibit 1 provides revenue, cost and subsidy data for the Subject Line for the ~Base
Ycar” from Scptember 1. 2006 through August 31, 2007, (the last full 12-month period during
which CORP conducted rail operations oser the Subject Line) and the “Forccast Year™ from
July 1. 2008 through Junc 30, 2009. Exhibit | is prepared in accordance with the Board's
regulations at 49 C F.R §§ 1152.31-1152 34. As described in more detiul below. data presented
in Exhibit 1 1s based to the extent practicable on CORP's internal accounting records  Because
CORP is a Class 1l railroad, it does not in the normal course ol business maintain its revenue
and cxpensc data on a line-specific basis at the same level ot detail as a Class [ railroad. [t was
therefore necessary to develop reasonable approaches for allocating certain CORP systemwide
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revenues and costs Lo the Subject Line [n the following sections of my testimony, [ explain the
detanled inputs and assumptions underlying the financial results set forth in Exhibit 1.

A. Revenues

Tratfic and revenucs attributable 1o the Subject Line were developed Irom CORP internal
accounting records and represent the to1al CORP revenue for all traffic onginating and/or
lerminating at stations along the Abandonment Scgment and/or the Discontinuance Scgment
Table 1 below summarizes the Base-Year carloads and revenuces by traffic type — local, interline

lorwarded and interline recerved.

Table 1
Summary of Subjeet Line Base-Year Traffic
Type Carloads Revenue

Local

interline Forwarded

Interline Recerved

Total

In addition to freight revenuc derived from traffic moving on the Subject Line, CORP

also generates non-freight revenue associated with car hire, demurrage. real estate and other
muscellaneous activities  From 1its internal accounting system, CORP provided the non-freight
revenues aftnibutable 1o the entire Coos Bay Subdivision, For the Base Year, those non-fretght

revenues attributable to the Coos Bay Subdivision totaled | ]

B. Avoidable On-Branch Costs

Costs attributable to the Subject Line were derived Irom linancial data provided by
CORP Specilically, through its internal accounting systems, CORP was able to provide
expenditure information for the entire Coos Bay Subdivision between Coquille and Eugene. OR

A summary ol the Base-Year costs, along with a description of the standard service unit(s) used
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by CORP to determine expenditures related to the Subject Line are included as Table 2, The

accounts referenced in Table 2 are internal CORP accounts

Table 2
Summary of Subject Line Direet Expenses
Account  Account Description Base-Year Amount  Alloeation Service Unit
410 G&A Carloads
530 Clerical Cuarloads
540 Transportation
Labor & Benelits Crew Hours
Fucl Running llours
Other Carloads
550 Mechznical Locomotives
610 Car Repair Carloads
620 Fleet
Car Lease Carloads
Car Hirc Carloads
Locomotive Lease Horscpower Days
Other Carloads
710 MOW Milc Days
FOOO Other Accounting Records
Total

As set forth in Table 2. assignable expenses attributable to the entire Coos Bay
Subdivision. extending from Coquille to Fugene, total approximately $] | in the Base
Year In the remainder ol this section. | explain how | assigned each of these accounts to the
approepriate Exhibit 1 hine item, and how | determined the portion ol cach expenditure
attributable to the Subject Line.

1. Line¢ §(a) — Maintenance of Way

The Coos Bay Subdivision’s 13ase-Year operating expenses for maintenance of way are
captured in CORP Account 710. and total $[ 1 MOW costs include labor and benefits,
equipment rental. purchased services, casualties & incident expenses and mainienance matenals
and supplics CORP does not in the normal course of business account for mamntenance of way
expenditures by location and is thus unable 10 specify preciscly where along the Coos Bay
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Subdivision these expenditures were incurred  Because maintenance of way expenditures
correlate generally with the number ol miles being maintained and because the vast majority of
the traflic moving over the Coos Bay Subdivision traverses most ol #ts length, | allocated
mainienance of way expenses 10 the Subject I ine based on the percentage of the route miles of
the Coos Bay Subdivision that arc part of the Subject Line  Overall, the Subject Line covers
118 5 miles of the total of 139 1 route miles on the entire Coos Bay Subdwision,' or
approximately 85,19 percent of the miles of the Coos Bay Subdivision for which CORP provided
direct expense information for the Base Year, Applying the 85 19 percent figure to the total
Base Year maintenance of way expenses results in a maintenance of way cost allocation to the
Subject Line of $] 1
2. Line §(b) — Maintenance of Equipment

Maintenance ol equipment costs for the Coos Bay Subdivision are recerded in CORP
Account 550 — Mcechanical and Account 610 — Car Repair, and total $f ] Thesce costs
include labor and benefits, cquipment rental. purchased services and car and locomotive
maintcnance materials and supplics. Equipment maintenance expenses arc gencerally driven by
the wear and tear caused by the movement ol the equipment over the railroad line and are best
allocated using service units that include a distance traveled component such as car miles or
locomotive unit miles. CORP does not record locomotive unit miles in the normal course of
business “Therefore. in order to esumate the portion of Coos Bav Subdivision’s equipment
maintenance costs atiributable to the Subject 11ne, [ used the ratio of loaded freight car miles

over the Subject Line to total loaded car miles over the entire Cous Bay Subdivision  As set

' Ihe CORP expense allocation for the Coos Bay Subdivision covers the route beginming at
miulepost 648 4 in Eugene. OR and extending 1o milepost 783.5 in Coquille, OR, for a total of’
137.1 route mules, plus a two mile branch line beginning at milepost 738.8 at Gardiner Junction,
producing 139.1 total route miles.
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forth in Attachment 2, for the Base Year the Coos Bay Subdivision incurred a total of | ]
loaded car miles. Ofthese, [ ] car miles, or | | percent, occurred over the Subject Line,
Applying that percentage 1o the Coos Bay Subdivision’s total equipment maintenance costs of
8 | produces maintenance of equipment costs attributable 1o the Subject | ine of §] |

3. Line 5(¢) - Transportation Costs

Transportation costs arc based on actual Base Year operation levels as reflected in CORP
Accounts 340, and total 5| | [or the entire Coos Bay Subdivision, Transportation costs
include crew wages and benetits. equipment rental, purchased services. locomouve luel and oil.
train supplics and locomouive servicing  As with equipment maintenance expenses,
transportation expenses are influenced by the amount of cffort involved to perform each service,
which includes an accounting of the relative distance tras eled. Therefore, 1o allocate
transportation rclated expenditures 1o the Subject Line, [ again used the ratio of loaded [reight car
miles over the Subject Line 1o total loaded car miles over the entire Coos Bav Subdivision
Applying the same 83.74 percent proportion of loaded car miles attributable to the Subject Line
to the total Coos Bay Subdivision transportation expenses results in an allocation ol $| |
to the Subject Line

4, Line §(d) — General Administrative

General Admimstrauve costs are based on actual Base Year car loadings allocation as
reflected in CORP Accounts 410 — General and Admimstrative, Account 530 — Clerical and
Account IF000 — Other, which includes depreciation and property taxes  General Admimisirative
costs do not typically vary with distance traveled but do correlate generally with route mileages.
particularly for depreciation and property taxes, and with carloads for clerical, marketing and
other administrative stalT  Carloads cannot be used as a service unit to identify the portion off
these expenses attributable 1o the Subject Line because all of the Base Year carloads traversed
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both the Subject Line and the portion of the Coos Bay Subdivision that is not the subject ol the
proposed abandonment  Instead 1 allocated these costs, which wtal $) | Tor the entire Coos
Bay Subdivision, to the Subject Line on the basis of route miles  Applying the 85 19 pereent
ratio of Subject Line route miles to 1otal Coos Bay Subdivision route mules, the portion of the
Coos Bay Subdivision’s $[ 1 in General and Administrative costs allocated to the Subject
Linc is §| I
5. Line 5(g) — Rolling Stock — Non-ROI
Rolling stock costs are based on actual Base Ycar operations as rellected in CORP
Account 620 - Flect. ‘These costs consistent primarily of locomouve and car leases and car hire
expenses, and total §| | for the entire Coos Bay Subdivision, Similar 1o maintenance of
cquipment expensces. rolling stoch costs arc influenced by the distance traseled, so 1 have again
determined loaded car miles to be the appropriate service unit for allocating these costs to the
Subject Line. Applyving the 83.74 percent Subject Line proportion of loaded car miles to the total
rolling stock expenses for the Coos Bay Subdivision results in an allocation ol §| ] to the
Subject Line
6. Summary of Avoidable On-Branch Costs
‘| able 3 below summarizes my allocation of on-branch costs 1o the Subject Line 1n

accordance wath the methodology described above.

Table 3
Summary of Avoidable Costs Attributable to the Subjeet Line

Exhibit | Subjeet Line
Line No.  Description Allocation Method Amount

5(a) Maintenance of Way Route Miles

5(b) Maintenance of Equipment Loaded Car Miles

5(¢) I'ransportation [ oaded Car Miles

5(d}) General & Administrative Routc Miles

5(g) Freight Car Cost - Non ROI Loaded Car Miles

I'otal
-7
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C. Avoidable Off-Branch Costs (Operations)

In addition to a determination of the avoidable costs attnibutable directly 1o the Subject
L.ine (*On-Branch Costs™). the Board's abandonment regulations require an estimate of the
avoidable costs of handling the traffic thut moved over the Subject Line on other portions of the
CORP system bevond the Subject Line (“Off-Branch Costs™). Linc 6 of Exhibit 1 presents my
calculation of avoidable Olf-Branch Costs  The avoidable Off-Branch Costs were developed
using the Board’s 2006 Uniform Rail Cost System (URCS). Specitically. URCS unit costs for
the Western Region were applied to the relevant operating statistics for the portion of cach
Subject Line movement that also moved over a portion ol the remaining CORP system  Lhe vast
majonty of the Base Year traflic, approximately 93 percent. entered or departed the CORP
system at Eugene, OR “The remaining 7 pereent, or a total of 313 cars in the Base Year,
traversed the entirety ol the CORP’s line south to Black Butte. CA.

I made two adjustments to the URCS standard costing procedures  First. because CORP?
provided me with the actual movement miles, [ set the URCS circunty factor to one for my

calculations Second. for URCS costing purposes. | categorized these movements as either

interline forwarded or interlhine received with the Coos Bay Subdivision as the most applicable
LIRCS category for the costing exercise © Under these circumstances URCS assigns an
interchange cost  In this case, however, no actual interchange takes place In order to avoid an
overstatement of the OfT-Branch costs, 1 removed the cost of the interchange with the Coos Bay
Subdivision applied by URCS. Also, because URCS computes loss and damage on a per car

basis and not based on relative distance traveled, there is no straightforward way to identify the

k) . .

= URCS traffic class input options are local (one ongination and one termination), interline
forwarded (onc origination and one interchange) or interline recerved (one interchange and one
termination) or bridge or overhead (two interchanges)
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portion of loss and damage assignable to the Of1-Branch portion of the movement. | therefore
climinated this relatively minor cost item from my calculation of Qfi-Branch costs

Based upon this methodology. total URCS-based Off-Branch Costs for movement of
Subject Line traflic over other portions of the CORP system arc §[ |. Details of my URCS
calculations are set forth in Attachment 3.

D. Rehabilitation Costs

As explamed 1n the Verilied Statement of Paul I undberg, afler incurring substantial
capital expense to repair Tunnel No, 15 1in 2006, CORP engaged the geotechnical and
environmental services lirm of Shannon & Wilson, In¢ to evaluate the condition of all nine
tunnels on the Coos Bay Subdivision During an inspection ol the tunnels, Shannon & Wilson
identilied “severe liner and/or rock deterioration und instability™ in Tunnel Nos 13,15 and 18
See V S, Lundberg. Attachment 1. Shannon & Wilson estimated that it would cost a mimimum
of $2.8601.,000 1n short-term expenditures (within 6-12 months) to return the tunnels 1o a
condition that would allow for relatively safc train passage. Shannon & Wilson also
recommended that CORP perform more extensive repairs to the tunnels on the Subject Line (at
an estimated additional cost of $3 8 million) wathin 12-48 months  The total cost ol all tunnel
worh recommended by the Shannon & Wilson report 1s approximately $6.7 milhon. [ have
conservatively included only Shannon & Wilson’s short-term tunnel repair cost estimate of
$2.861.000 as my rchabilitation cost estimate for the Subject Line.

E. Working Capital

In accordance with the Board's regulations. [ have calculated the allowable working
capital for the Subject Line based on 13 days of On-Branch avoidable costs less depreciation

‘T he amount of working capital lor the Base Year is $] ]

-9-
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F. Net Liquidation Value

The Net Liyquidation Value ol the Abandonment Segment has been developed separately
for land asscts and for track, track materials and faciliues located on the Abandonment Segment
of the Subject Line Witness Rex developed the Net T iguidation Value of land based on the
current appraised corridor property value for other than transportation purposes based upon their
highest and best use. and complying with applicable zoning, land use and environmental

'

regulations. less the cost of disposition. Mr. Res estimates the net liquidauon value for land at
3l I

[ he Net Liguidation Value tor track. track materials and facilitics 1s based predominately
on the relay and scrap values ol rail, ties and other track matenal iventones along the
Abandonment Segment. less appropriate cost for removal and transportation of such materials to
marhet. As witness Bader explains, two reputable independent salvage companies — [L.13. Foster
and UNITRAC -- were asked 10 provide bids lor the salvageable assets along the Abandoninent
Scgment L B Foster estimated the gross liquidation value of the Abandonment Scgment track
assets at §f | See VS Bader, Anachment 2 [ B Toster estimated total hiquidation
costs al §j 1 See td The resulung NLV, as estimated by 1..B Foster.1s §] |. I
Unitrac estimated that the extended value of the Abandonment Segment’s trach and malerials
was $| ], 1ts estimated hiquidation costs were $1.794,574, and its estimate ol net
liguidation valuc was $[ |. For the net liquidation value of the Abandonment Segment,
Mr. Bader took the simple average of the estimates developed by 1. B 1 oster and UNIIFRAC. or

| ). which [ have adopted.
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G. Nominal and Rezl Rate of Return

The nominal and real rates of return 1n my analysis are denived directly from the Board's
most recent decision in Ex Parte No. 358 (Sub No. t0). served April 13, 2008.% In that deciston
the Board found the 2006 after-tax nominal cost of capital for the railroad industry 10 be 9 94

pereent, details of which are set forth in the following table

Table 4
Railroad Industry 2006 After-Tax Nominal Cost of Capital
Type of Capital Cost Weight Weighted Average
Long-1erm Debt 597% 23 05% 1 38%
Common Equity 11.13% 76 95% 8 56%
Composite Cost of Capital 100.00% 9 94%

To estimate the real cost of capital. I deducied from the nominal cost ol capital an
estimate of the infTatton implicit in the Board's figures as measured by the U S. Department of
Commerce, Bureau of ficonomic Analysis. Gross Domestic Product Implicit Price Deflator for
the 2006 to 2007 ume period, of' 2 7 percent  This produced an aficr-tax real cost of capital off
7 05 percent. | then converled both the after-lax nominal and alter-tax real cost of capital
eslimates 1o a pre-tax basis by applying the procedures used by the Board in determining the pre-
tax cost of capital lor use in URCS. Specifically. [ tax adjusted the cost of equity component ol
the nominal and real costs of capital by dividing those costs by one minus the Federal statutory
tax rate ol 35 percent and then recalculated to weighted averape cost of capital. The pre-tax
nominal cost of capital used in my analysis 15 14 60 pereent. while the pre-tax real cost of capital

15 10.50 percent  Details of these caleulations are set forth in my work papers

3 The Board has not vet released its determination of the ratlroad industry cost of captal for
2007. Ilowever, prehminary computations of the 2007 railroad industry cost of capital
performed by the Association of American Railroads suggest that the 2007 industry after-tas
nominal cost of capital will be in the vicinity of 11 3 pereent, which is considerable higher than
the 2006 cost of capital of 9.94 pereent. Nevertheless, | have conservatively used the Board's
2006 railroad industry cost of capital as a surrogate for the 2007 cost of capital in my analysis
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I1I.  FORECAST YEAR ANALYSIS

In addition to developing tinancial data for the Base Ycar, the Board’s abandonment
regulations require financial calculations for a “Forecast Year ™ The Board's regulations
contemplate that the Forecast Year should be the twelve-month period starting with the month in
which an abandonment application is filed * Accordingly, for my analysis I have assumed that
the Forccast Year would run [rom July 1, 2008 through Junc 30. 2009.

A. Revenues

‘This case presents a unigue circumstance, in that no tratfic has moved over the Subject
Line since the line was embargoed (due 10 salety issuces affecting scveral tunnels) on September
21,2007 Given the pendency of this abandonment Application, and the cxtensive tunncl repair
and rchabilitation work that would be required to permit safe operations over the Subject Line. 1t
is not Jikely that any rail traffic will move over the line during the Forecast Year LCven assuming
that necessary tunnel repairs were perlformed and rail service were restored at some point duning
the Forecast Year, it 1s difficult to predict how many shippets (and how many carloads of rail
trafTic) might return to the Subject Line

In the absence of more definiuve information regarding the volume of trafTic that would
be moving over the Subject Line 1f the embargo were not in efleet, [ considered the histonieal
traflic levels over the Subject 1 ine in recent years subsequent 1o the closing of the Weverhacuser
facihiy at Cordes. OR 1n 2004. According to CORP, a total ol 5.193 carloads moved over the
Subject Line 1n 2005. 5,363 moved in 2006 and 4,018 moved in 2007. Because 2006 represents
the highest volume year, | have (conservatively } used the 5,363 carloads that moved in that year
as my Forecast Year traffic volume  Given the ongomng dechine in tratlic deseribed by witness

Willtams. 11 1s more hkely that. 11 the Subject Line were 1n operation today, traffic s olumes

49 C.E.R. §8 1152.2(h).
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Baranowsk) Venificd Statement



CORDP-1
Public Version

would be closer 1o the 4.773 carloads that moved during the most recent twelve-month period
during which the Subject Line was active

In order to estimate revenues for the Forecast Year, | computed the average revenue per
car for the 5,363 cuars that moved 1n 2006 These cars generated $) ] in Handhing Carricr
Charges (exclusive of fuel surcharge) for CORP in 2006. or an average of S| | percar. To
estimate Forecast Year revenues, | indexed the Handhing Carrier Charge to vecar-end 2008 levels
using | ]- as presceribed by
CORP’s agreement with UP  To this adjusted Handling Carrier Charge, | added a fucl
adjustment 1n the amount of | | percent of the FHandling Carnier Charge, again consistent with
the luel surcharge arrangement between CORP and UP that became effective April 1, 2008. 1
also calculated non-freight revenues using the same relative percentage 1o freight revenues as for
the Base Year. Based upon this methodology. total revenues atiributable to the Subject Line lor
the lorecast Year total S| |

B. On-Branch Costs

To develop On-Branch Costs for the Forecast Year, | calculated the average On-Branch
cost per carload by major on-branch cost category for the Base Year, indexed that amount to the
Forecast Year levels using the Board's Rail Cost Adjustment Factor Adjusted for Ratlroad
Productivity (RCAF-A) and multiplied the average On-Branch cost by the number of curs
{5.363) assumed to move during the Forecast Year. Calculated in this manner, On-Branch costs
attributable 1o the Subject Line for the Forecast Year total $| |

C. Off-Branch Costs

‘lo develop OM-Branch Costs for the Forecast Year, | calculated the average Oft-Branch
cost per carload by major ofi-branch cost category for the Base Year. indexed that amount to the
Forecast Year levels using the Board's Rail Cost Adjustment Factor Adjusted for Railroad
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Productivity (RCAT-A) and multiplied the average oll=branch ¢ost by the number of cars (5.363)
assumed Lo move during the Forecast Year Off-Branch costs attnibutable to the Subject Line for
the Forecast Year total 8| ]

Based upon these calculations. the avordable loss lor the Forecast Year 1s $| ]
The substantial increase in the avoidable loss from the Base Year to the Forecast Year is
attributablc n large part to | ]
| |. Based upon the RCAF-A. operating expenses would
increase by [ ] percent between the Base Year and the Forecast Year However, CORP’s freight
revenucs would increase by only | 7 pereent duning the same period. As a result, the aveidable
loss for the Forecast Year grew substantially notwithstanding my assumption that traffic volume
would increase from 4.773 cars in the Base Year to 5,363 cars 1n the Forecast Year
V.  OPPORTUNITY COST

Using the units described in Section Il above, § calculated the annual opportunity cost of’
operating the Subject Line for the Forecast Year. See Attachment 4. Details of my calculations

are included in my work papers
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Michael R. Baranowski

Senior Managmg Drector - BEconanis Consulting
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Mike Baranowskl provides financial and ecohomic constlting services to the telecommunications
and transportation industnes. He has special expertise in analyzing and developing complex
computer costing models, operations analysis, and transportation engineering Much of his work
involves providing oral and written expert testimony before courts and regulatory bodies

Some of Mr. Baranowski’s reprasentative accomplishments include:

Ovarseeing the development of computer cost modeling tools designed to simulate the
cost of competive enfry into local telecommurications markets and directing the efforts of
a nationwide team of teshfying experts presenting the cost model results in multiple
proceedings across the country.

Directing the analysis, cntique and restatement of a vanety of complex cost models
developed by major telecommunications companies designed to simulate the forward-
looking cost of competitive entry into local telecommunications markets

Desigming multiple PC-based spreadsheet models for use in calculating the stand-alone
cost of competitive entry into the raliroad and pipeline markets. These models have been
used to assist clients in all three network industnes in making intemal pnicing decisions
that are in compliance with governing regulatory standards.

Conducting detalled analyses of railroad operations and developing the assoctated
capital requirements and operating expenses attnbutable to specific movements and the
incremental capital and operating expense requirements attnbutable to major changes in
anbcipated traffic levels.

Calculating marginal and incremental costs for a major petroleum products pipeline
company, an approach that 1s now used regularly by the company in making intemal day-
to-day pricing decisions.

Mr Baranowski holds a B S in Accounting from Fairfield University in Fairfleld, Connecticut and
has pursued supplemental finance studies at Kean College in Union, New Jersey
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March 13, 1998 File No. E-98-05. AT&T Corp. v. Bell Atlantic Corp. Supplemental Affidawit

of Michael R. Baranowski

June 10, 1999 CC Docket No 96-98 Implementation of the Local Competition Provisions

of the Telecommunications Act of 1996 Reply Affidavit of Michael R.
Baranowski, John C. Klick and Bnan F. Pitkin.
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July 25, 2001

June 13, 2005

July 29, 2005

CC Docket No. 00-251, 00-218 in the Matter of Petition of AT&T
Communications of Virginia, Inc. and WorldCom, Inc , Pursuant to Section
252(e)(5) of the Commurucations Act, for Preemption of the Jurisdiction of
the Virginia State Corporation Commission Regarding Interconnection
Disputes with Venzon-Virginia, inc Panel

WC Docket No 05-25;RM-10593. In the Matter of Special Access Rates for
Price Cap Local Exchange Camers, AT&T Com. Petition for Rutemaking to
Reform Regulation of Incumbent Local Exchange Carner Rates for Interstate
Speaial Access Services, Joint Declaration on Behalf of SBC
Communications, Inc

WC Docket No. 05-25,RM-10593 In the Matter of Special Access Rates for
Price Cap Local Exchange Carners; AT&T Corp. Petiion for Rulemaking to
Reform Regulation of Incumbent Local Exchange Carner Rates for Interstate
Special Accass Services, Joint Reply Declaration on Behalf of SBC
Communications, Inc.
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PSC Docket No 96-324 In the Matter of Bell Atlantic - Delaware Statement
of Terms and Conditions Under Section 252(F) of the Telecommunications
Act of 1996 Testimony of Michael R. Baranowski

Public Service Commission of the Disirict of Columbia

March 24, 1997

May 2, 1997

Formal Case No. 862. In the Matter of the Implementation of the Distnct of
Columbia Telecommunications Compatition Act of 1996. Testimony of
Michael R Baranowski

Formal Case No. 962 In the Matter of the Implementation of the Distnct of
Columbia Telecommunications Competition Act of 1996. Rebuttal Testimony
of Michael R. Baranowski.

Public Service Commussion of the State of Maryland

March 7, 1997

Apnt 4, 1997

May 25, 2001

Docket No. 8731, Phasa Il. In the Matter of the Petihons for Approval of
Agreements and Arbitration of Unresolved Issues Ansing Under Section 252
of the Telecommunications Act of 1996 Direct Testimony of Michael R.
Baranowski.

Docket No. 8731, Phase Il. In the Matter of the Petitions for Approval of
Agresments and Arbitration of Unresolved Issues Arising Under Section 252
of the Telecommunications Act of 1996. Rebuttal Testmony of Michael R
Baranowski.

Case No 8879 In the Matter of the Investigation into Rates for Unbundled
Network Elements Pursuant to the Telecommunications Act of 1996. Panel
Testimony on Recumng Cost Isgues
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Public Service Commussion of the State of Michigan

January 20, 2004

May 10, 2004

Case No. U-13531. In the Matter, on the Commission’s Own Motion to
Rewview the Costs of Telecommunication Service Provided By SBC Michigan.
Initial Testimony of Michael R. Baranowski and Julie A Murphy.

Case No. U-13531 In the Matter, on the Commission’s Own Motion to
Review the Costs of Telecommunicaton Service Pravided By SBC Michigan.
Final Reply Testmony of Michasl R Baranowski and Julie A. Murphy.

New Jersey Board of Public Utiliies
December 20, 1996 Docket No. TX 95120631 Notice of Investigation Local Exchange

Competition for Telecommunications Services. Rebuttal Testmony of John
C. Klick and Michael R. Baranowski.

North Carolina Utilities Commission

March 9, 1998

Docket No P-100, Sub 133d. In the Matter of Establishment of Universal
Support Mechanisms Pursuant to Section 254 of the Telecommunications
Act of 1996. Rebuital Tesbmony of Michael R. Baranowsl

Peannsylvania Public Utiity Commission

January 13, 1997

February 21, 1997

April 22, 1999

January 11, 2002

Docket Nos A-310203F0002 et al. MFS-lII. Apphcation of MFS Intelenet of
Pennsylvania, Inc et. Al. {Phase lll). Rebuttal Testmony of Michael R
Baranowski

Docket Nos. A-310203F0002 et al MFS-IIl Application of MFS intelenet of
Pennsylvania, Inc. et. Al. (Phase lll). Surrebutial Testmony of Michael R.
Baranowski.

Docket Nos. P-00991648, P-00991649. Petibion of Senators and CLECs for
Adoption of Partial Setttement and Joint Petition for Global Resolution of
Telecommunications Proceedings. Direct Testimony of Michael R.
Baranowski.

Docket No. R-00016683. Genenc Investgation of Verizon Pennsylvania,
Inc 's Unbundled Netwark Element Rates. Panel Testimony on Recurting
Cost Issues

State Corporation Commission Commonwealth of Virginia

Apnl 7, 1997

Apnl 23, 1997

Case No. PUCS70005 Ex Parte to Determine Pnces Bell Atlantic - Virginia,
Inc. Is Authonzed To Charge Compating Local Exchange Camers In
Accordance With The Telecommunications Act of 1896 And Applicable State
Law. Affidavit of Michael R. Baranowski.

Case No. PUCS70005. Ex Parte to Determine Prices Bell Atlantic - Virginia,
Inc. Is Authonzed To Charge Competing Local Exchange Camers In
Accordance With The Telecommunications Act of 1996 And Applicable State
Law Direct Testimony of Michael R. Baranowsk.

www.ficonsulting.com
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Michael R. Baranowski

June 10, 1997

Case No. PUC970005 Ex Parte to Determine Prices Bell Atlanhc - Virginia,
Iinc Is Authorized To Charge Compehling Local Exchange Carriers In
Accordance With The Telecommunications Act of 1996 And Applicable State
Law. Rebuttal Testimony of Michael R Baranowski.

Washington State Ulilities and Transportation Commission
December 22, 2003 Docket No UT-033044. In the Matter of the Petition of Qwest Corporation

February 2, 2004

To Initiate a Mass-Market Switching and Dedicated Transport Case Pursuant
to the Triennial Review Order. Direct Testimony of Michael R. Baranowski.

Docket No. UT-033044. In the Matter of the Petthion of Qwest Corporation
To Intiate a Mass-Market Switching and Dedicated Transport Case Pursuant
to the Tnennial Review Order. Response Testimony of Michael R.
Baranowski

Public Service Comimission of Wast Virginia

February 13, 1997

February 27, 1997

June 3, 2002

July 1, 2002

Case Nos 96-1516-T-PC, 96-1561-T-PC, 96-1009-T-PC, 98-1533-T-T.
Pebition to establish a proceeding to review the Statement of Generally
Available Terms and Conditions offered by Beli Atlantic in accordance with
Sections 251, 252, and 271 of the Telecommunications Act of 1996
Testimony of Michael R. Baranowslka.

Case Nos 96-1516-T-PC, 86-1561-T-PC, 96-1009-T-PC, 96-1533-T-T.
Petitlon to establish a proceeding to review the Statement of Generally
Avallable Terms and Conditions offered by Bell Atlantic in accordance with
Sections 251, 252, and 271 of the Telecommunications Act of 1996.
Rebuttal Testimony of Michae! R. Baranowski.

Case No 01-1696-T-PC, Venzon West Virginia, Inc  Pettion For Declaratory
Ruling That Pncing of Certain Additonal Unbundled Network Elements
(UNEs) Complies With Total Element Long-Run Incremental Cost (TELRIC)
Pnnciples. Direct Testimony of Michael R. Baranowski

Case No. 01-1696-T-PC, Venzon West Virginia, Inc. Petition For Declaratory
Ruling That Pncing of Certain Additional Unbundlied Network Elements
(UNEs) Complies With Total Element Long-Run incremental Cost (TELRIC)
Principles. Supplemental Direct Testimony of Michael R. Baranowski

RAILROAD TESTIMONY

Intersiate Commerce Commussion

March 9, 1995

October 30, 1995

Finance Docket No. 32467 National Rallroad Passenger Corporation and
Consolidated Rail Corporation — Application Under Section 402(a) of the Rall
Passenger Service Act for an Order Fixing Just Compensation.

Docket No. 41185. Anzona Public Service Company and Pacificorp v The
Atchison, Topeka and Santa Fe Rallway Company.

www fticonsulting.com
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Michael R. Baranowski

Surface Transportation Board

July 11, 1897

August 14, 2000

Docket No 41989 Potomac Electric Power Company v. CSX
Transportation, Inc Reply Statement and Evidence of Defendant CSX
Transportation, Inc

Docket No 42051. Wisconsin Power and Light Company v Unlon Pacific
Railroad Company, Reply Verifled Statement of Christopher D. Kent and
Michael R. Baranowski

September 20, 2002 STB Docket No. 42070 Duke Energy Corporation v. CSX Transportation,

Inc., Reply Evidence and Argument of CSX Transportation, Inc

September 30, 2002 STB Docket No. 42069. Duke Energy Corporation v Narfolk Southemn

October 11, 2002

November 12, 2002

November 19, 2002

November 27, 2002

January 10, 2003

February 19, 2003

April 4, 2003

October 8, 2003

October 24, 2003

Railway Company, Reply Evidence and Argument of Narfolk Southemn
Railway Company.

STB Docket No 42072. Caralina Power & Light v Norfolk Southern Railway
Company, Reply Evidence and Argument of Norfolk Southern Railway
Company.

Docket No. 42070 Duke Energy Corporation v CSX Transportation, Rebuttal
Evidence and Argument of CSX Transportation

Docket No 42069 Duke Energy Corporafion v Norfolk Southemn Railway
Company, Rebuttal Evidence and Argument of Norfolk Southern Railway
Company

Docket No 42072 Carolina Power & Light Company v Norfolk Southern
Railway Company, Rebuttal Evidence and Argument of Norfolk Southem
Railway Company

STB Docket No 41185. Anzona Public Service Co And Pacificorpv The
Atchison, Topeka and Santa Fe Railway Company, Petition of the Burlington
Northem and Santa Fe Rallway Company to Reopen and Vacate Rate
Prescription.

STB Docket No. 42077, Anzona Public Service Co And Pacificorpv The
Burlington Northem and Santa Fe Railway Company, and STB Docket No
41185, Arizona Public Service Co And Pacificorp v The Burlington Northern
and Santa Fe Rallway Company, Reply of the Burlington Narthern Santa Fe
Railway Company in Opposition to Pefition for Consolidation.

Docket No, 42057 Public Service Company of Colorado D/B/A Xcet Energy
v. The Burington Northern and Santa Fe Raillway Company, Reply Evidence
and Argument of The Burlington Northern and Santa Fe Railway Company

Docket No 42071 Otter Tail Power Company v The Burlington Northern and
Santa Fe Raillway Company, Reply Evidence of The Burlington Northem and
Santa Fe Rallway Company

Dacket No 42069 Duke Energy Corporation v Norfolk Southemn Rallway
Company, Supplemental Evidence of Norfolk Southern Railway Company

www.fticonsulting.com
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October 31, 2003

November 24, 2003

December 2, 2003

December 12, 2003

January 5, 2004

January 26, 2004

March 22, 2004

Apnl 9, 2004

May 24, 2004

June 23, 2004

March 1, 2005

April 4, 2005

July 20, 2005

Attachment 1
Page 6 of 8

Michael R Baranowsk|

Docket No. 42069 Duke Energy Comporation v. Norfolk Southern Railway
Company, Reply of Norfolk Southem Railway Company to Duke Energy
Company's Supplemental Evidence

Docket No. 42072 Carolina Power & Light Company v. Norfolk Southem
Railway Company, Supplemental Evidence of Norfolk Southem Railway
Company

Docket No. 42072 Carolina Power & Light Company v Norfolk Southern
Railway Company, Reply of Norfolk Southem Railway Company to Carolina
Power & Light Company's Supplemental Evidence

Docket No 42069 Reply of Norfolk Southern Raillway Company to Duke
Energy Corporation's Petition to Comect Technical Error and Affidavit of
Michael R Baranowski

Docket No 42070 Duke Energy Corporation v. CSX Transportation, Inc.,
Supplemental Evidence of CSX Transportation, Inc.

Docket No. 42058 Anzona Electnc Power Cooperative, Inc. v. The Burlington
Northern and Santa Fe Railway Company and Union Pacific Railroad
Company, Joint Supplemental Reply Evidence and Argument of The
Burlington Northem and Santa Fe Rallway Company and Union Pacific
Railroad Company

Docket No. 42071 Otter Tail Power Company v The Burlington Northern and
Santa Fe Rallway Company, Supplemental Reply Evidence of The Burlington
Northern and Santa Fe Raillway Company

Docket No 41185 Arizona Public Service Company and Pacificorp v. The
Burlington Northem and Santa Fe Rallway Company, The Burlington
Northern and Santa Fe Raillway Company’s Reply Evidence on Reopening

Docket No 41191 (Sub-No 1) AEP Texas North Company v The Burlington
Northem and Santa Fe Raillway Company, Reply Evidence of The Burlingion
Northemn and Santa Fe Railway Company

Docket No. 42057 Public Service Company of Colorado d/b/a Xcel Energy v
The Burlington Northern and Santa Fe Rallway Company, Petition to Correct
Technical and Computational Errors

Docket No 42071 Otter Tail Power Company v BNSF Rallway Company,
Supplemental Evidence of BNSF Rallway Company

Docket No. 42071 Otter Tall Power Company v BNSF Railway Company,
Reply of BNSF Railway Company to Supplemental Evidence

Docket No. 42088 Westemn Fuels Association, Inc and Basin Electne Power
Cooperalive, Inc. v. BNSF Raillway Company, Reply Evidence of BNSF
Railway Company

www.fticonsulting.com
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fMichael R. Baranowski

May 1, 2006 Docket No. Ex Parte 657 (Sub-No. 1} Major Issues in Rail Rate Cases,
Verified Statement Supporing Comments of BNSF Railway Company

May 31, 2006 Ex Parte 657 (Sub-No 1) Major Issues in Rall Rate Cases, Venfied
Statement Supporting Reply Comments of BNSF Railway Company

June 15, 2006 Docket No. 42088 Western Fuels Association, Inc. and Basin Electric Power
Cooperative, Inc v BNSF Rallway Company, Reply Supplemental Evidence
of BNSF Railway Company

June 15, 2006 Docket No. 41181 (Sub 1) AEP Texas North Company v. BNSF Raillway
Company, Reply Supplemental Evidence of BNSF Raillway Company

June 30, 2006 Docket No. Ex Parte 657 (Sub-No 1)} Major Issues In Rail Rate Cases;
Verified Statement Supporting Rebuttal Comments of BNSF Rallway
Company

February 4, 2008  Docket No 42099 E.| DuPont De Nemours and Company v. CSX
Transportation, Inc , Opening Evidence of CSX Transpartation, Inc

February 4, 2008  Docket No 42100 E.I DuPont De Nemours and Company v CSX
Transportation, Inc., Opening Evidence of CSX Transportation, Inc

February 4, 2008 Docket No. 42101 E.| DuPont De Nemaurs and Company v. CSX
Transportation, Inc., Opening Evidence of CSX Transportation, inc.

May 1, 2008 Docket No Ex Parte 679 Petition of the AAR to Inshtute a Rulemaking
Proceeding to Adopt a Replacement Cost Methodology to Determine
Railroad Revenue Adequacy, Venfied Statement of Michael R Baranowski

US District Court for Northern Distnct of Oklahoma

January 2, 2007 Case No. 06-CV-33 TCK-SAJ, Grand River Dam Authority v BNSF Rallway
Company; Report of Michael R. Baranowski

February 2, 2007 Case No 06-CV-33 TCK-SAJ, Grand River Dam Authority v BNSF Railway
Company; Reply Report of Michael R. Baranowsk

Circult Court of Pulaskli County, Arkansas

August 17, 2007 Case No CV 2006-2711, Union Pacific Railroad v. Entergy Arkansas, Inc.
and Entergy Services, Inc , Expert Witness Report of Michael R Baranowski

December 14, 2007 Case No CV 2006-2711, Union Pacific Railroad v. Entergy Arkansas, Inc.
and Entergy Services, Inc , Reply Expert Witness Report of Michael R
Baranowskt

U.S. District Court for the Eastern Distnct of Wisconsin

February 14, 2008 Case No 06-C-0515, Wisconsin Electric Power Company v, Union Pacific
Railroad Company, Expert Reply Report of Michael R Baranowski

Arbitrations and Mediations

March 7, 2005 Arbitration Case #181 Y 00490 04 BNSF Railway Company and J.B. Hunt
Transport, Inc , Expert Report on behaif of BNSF Railway Company

www.fticonsulting.com
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Michael R. Baranowski

March 28, 2005 Arbitration Case #181 Y 00490 04 BNSF Railway Company and J B. Hunt
Transport, Inc , Rebuttal Expert Report on behalf of BNSF Railway Company

Apnl 12, 2005 Arbitration Case #181 Y 00490 04 BNSF Ranlway Company and J.B. Hunt
Transpart, Inc., Supplemental Expert Report on behalf of BNSF Railway
Company

Apni 19, 2005 Arbitration Case #181 Y 00490 04 BNSF Railway Company and J.B. Hunt
Transport, Inc , Supplemental Rebuttal Expert Report on behalf of BNSF
Railway Company

Apni/May 2005 Arbitration Case #181 Y 00490 04 BNSF Railway Company and J B Hunt
Transport, Inc., Heanngs before Arbitration Panel

February 20, 2007 In the Matter of the Arbitration between the Delroit Edison Company, et al,
and BNSF Rallway Company, Expert Report of Michael R Baranowski

March 19, 2007 In the Matter of the Arbitration between the Detroit Edison Company, et al,
and BNSF Railway Company, Supplemental Expert Report of Michael R
Baranowski
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CORP-1
Publie Version

BEFORE THE
SURFACE TRANSPORTATION BOARD

Central Oregon & Pacific Railroad, Inc. Abandonment
and Discontinuance of Service — in Coos, Douglas, and
Lanc Counties, Orcgon {Coos Bay Rail Line)

Docket No AIB3-315 (Sub-No 2)

e

VERIFIED STATEMENT OF CHARLES W. REX 11I

My name 1~ Charles W', “Sandy™ Rex [1I. 1 am co-owner of RM] Midwest ("RMI”). a
lirm specializing 1n real estate appraisal. My business address is 1200 Central Avenue.

Suite 330. Wilmetle, Illinois 60091, My qualilications include more than thirty-six vears of
eaperience 1n real estate appraising. spectalizing in the valuation and analysis of railroad
vorridors and other ra1l properties 1 received a Bachelor of Arts in [:conomies from Virgima
Military Institute in 1972, and am a Member of the Appraisal Institute  Over the last 15 years.
1 have conducted approvimately 100 sigmilicant rail property valuation projects and appraisals
for transportation companics. See Allachment 2 (qualifications and expenence)

1 am a licensed real estate appranser in several states and have been qualified as an expent
witness 1n several state and federal courts in Florida and 1lhinois. See Charles W. Rex 111
Qualifications (Attachment 2) | obtained a temporary State Certificd General Appraiser license
Irom the State ol Oregon (No. INR1662) tor the purpose of appraising the pertion of the Coos
Bay Subdivision that Applicant Central Oregon & Pacilic Railroad sceks authority to abandon
(hercinalter the Abandonment Segment). See Attachment 3.

[ previously testified before the Board concerning my appraisal and valuation of the land
on a rail corndor that CSXT proposed to abandon  See V' § Charles W Rex, S1B Dht. No AB-
55 (Sub-No. 643), CSX Tramsportation, Inc — Abandonment Lxempuion — In LaPorie, Porter und

Stark Counties, IV (March 31, 2004), In that proceeding. an affected town made an offer of

-1-
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Public Version

linancial assistance ("OFA™) The town challenged the valuation evidence and challenged the
appraisal methodology and valuation ! submitted on behalf of CSXT The Board considered the
competing cvidence and arguments submiited by the town that submitted the OFA and by CSX 1,
and adopted the evidence and valuation | developed and supported on behalf o CSXT. See STH
Dkt. No AB-55 (Sub-No. 643), CSX Transportution, Inc — Abandonment Exemption  In
LaPorte. Porter and Stark Counties, IN, Decision at 5-6 (Apnl 30, 2004).

I'he purpose of this Verificd Statement 1s 1o summarize my appraisal of the net
liquidation value ("NL. V™) of the real estate corndor underlying that portion of the of the Central
Orcgon & Pacitic Railroad. Inc. ("CORP™)'s “Coos Bay Subdivision™ that is the subject ot the
abandonment portion of this abandonment and discontinuation application (hercinafter, that line
ol ralroad will be referred to as the “Abandonment Scgment™) ' The NLV report itself is
attached to this statement  See Report, Net Liquidation Value of The Coos Bay Line in [ anc.
Douglas, and Coos Counties. Orcgon (July 11, 2008) (copy at Altachment 1) I understand that
this appraisal 1s to be used as a component of the calculation of the overall Net Liquidation
Value ("N1.V”) of the Abandonment Segment. for purposes of CORP’s application for authonty
to abandon that line ol railroad  The subject Segment extends 94 13 miles between the stations
of Vaughn, OR (Mile Post 669) and Cordes, OR (Mile Post 763 13) The NLV appraisal of the
land comprising the Abandonment Segment right ol way corridor was prepared by me iand by
others under my supervision.

As described and explained in detail in the attached Report. 1 conducted a complete

appraisal of the Abandonment Segment land, and developed an estimate of the Net Liguidation

" In this verilied statement, I use the term “Abandonment Segment”™ to refer only to the ling of
railroad for which CORP sceks abandonment authority, which runs between Milepost 669 and
Milepost 763.13.

L)
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Value of that land. based on the appraisal and the estimated costs of selling those parcels. all
using standard, well-aceepted methodologies and 1n accordance with applicable professionat
standards and practices. See Attachment 1 (Report) [ used the Across The Fence ("ATF™)
mcthodology to estimate the value of all land parcels that CORP owns in fee stmple This (A1)
15 the same valuation methodology the Board accepted and used in the CSX 1" abandonment
proceeding I discusscd above. See S1B Dhi. No AB-55 (Sub-No 643X), CSX Transportation —
Abandonment Decision at 4-5,

1 then estimated the time and cost of disassembling and selling those parcels, including
the holding cost, cost ol sales. and yield rate an investor would require in order to undertahe the
sale of the parcels  Finally. bascd upon the appraised value of the parcels and the estimate cost
of selling those parccls. 1 developed an esiimate of the NLV of the property  Based on my
appraisal and analysis, 1 estimate the NLV of the subject property (the Abandonment Segment

right ol way and surrounding land) 10 be | | See Attachment |

-3-
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VERIFICATION

I, Charles W. (Sandy) Rex I, declare under penalty of perjury that the foregoing igtfyfe

Executed on 2008
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CUARLES W. (SANDY) REX 111, MAI

QUALIFICATIONS

BUSINESS
ADDRESS

PROFI SSIONAL
ORGANIZA TTONS

EXPERIENCE

RMI Midwest

1200 Central Avenue, Suite 330
Wilmette, [llinots 60091
Telephone: 847-920-9033

Cell: 847-507-7212

Fax. 847-920-9450

c-mal cwrexm@rmimidwest com

Member of the Appraisal Instilute,
MAI designation, Certificate No 6833

Partner & co-owner of RMI1 Midwest, 1992-present
Education consultant, Appraisal Institute, 1992-1993
President of Rex-McGill, Inc., 1987-1992

President of Pinel, Rex & Carpenter, Inc, 1986 to 1987

Appraiser with "Rex-McGill," beginning in 1971

Specuahizing in the valuation and analysis of corridors and other railroad
propertics, as well as conservation easements

Primary assignmemts also include the valuation of large land tracts
(including development land, agricultural properties, timberlands, mulu-
use devclopments, and cnvironmentally sensitive lands) and partal
interests

Valuing partnership interests, conservation easements, Iease fee interests,
leaschold interests, air rights, transferable development rights, joint
venlures, as well as fee simple nights,

Chents include government agencies (federal and state), corpurations,
pension funds, mvestment bankers, financial mstitutions, nsurance
companies, nonprofil conservancy groups, attorneys, and individuals

T Atachmem2
Page 1



LICENSES &
CLRTIICAIION®

EDucaiiON

Qualified as an expert witness in the Federal District Courts in Florida and
llimois, US Court of Claims, US Bankruptcy Court, Florida and Illinois
Circutt Courts

Approved appraiser for the Flonda Department of Environmental
Protection

Alabama Certificd General Real Property Appraiser G00610
May 29, 2002 — September 30, 2009

Flornida Certificd Gencral Appraiser, 0000143
Apnl 15, 2005 — November 30, 2008

Guorgia Certificd General Real Property Appraiser, 285622
2005- May 31, 2009

Inors State Certified General Real Estate Appraiser, 553-000785
Scptember 30, 1991 — September 30, 2009

Indiana Certificd General Appraiser, CG40300403
Scptember 27, 2003- June 30, 2008

Massachusetts Certified General Real Estate Appraiser, 5601-257042
Qctober 6, 2000 — May 22, 2010

Michigan Certified Appraiser, 1201007606
July 20, 1999 —July 31, 2008

New Jersey Certified General Appraiser, 42RG00194200
July 30, 2002 — December 31, 2009

New York Certified Real Hstate General Appraiser. 46000039279
May 22, 2000 — May 21, 2008

Virgima Certificd General Real Estatc Appraiser, 4001 013685

Virginia Miltary Institute. Bachelor of Arts in l.conomcs, 1972

Completed and passed all courses for the MAI designation under the
direction ofthe former American Institute of Real Fstate Appraisers (now
the Appraisal Instifute)

Attachment 2
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PROFESSIONAI
TIACHING

l:DUCATIONAI
PROGRAM
DEVELOPMI:NI

Presenlations

Certified under the Appraisal Institute’s voluntary program of continuing
cducation for nts designated members. MAls who meet the mmimum
standards of this program are awarded periodic educational ceriification

Approved Appraisal Institute instructor for the followmng Valuation of
Conservation Fasementy course; Case Studies in Highest and Best Use,
Purtial Interest Faluauon — Dovuded, Partial Interest Valuation —
Undivided scminars

Apprasser continuing education mstructor for the Ohio Association of
REALIORS {1995) and lor the Wisconsin Association of REALTORSe.
(2000). Market Analysss and lhighest and Best Use, Transitional
P’ropertics

Instructor for Reporting the Results of Forestland Appraisals course,
Duke University School of the Environment, 1993; co-instructor for
Valuation of lmmberlands scmunar, Duke Umversity School of the
Environment, 1987, pancl member at the Fourth Timberland Marketplace
Conference, Duke University, 1985

Course co-developer of the Appraisal Institute’s Conservation Easement
Ceruticate Program

Developer of Appraisal institute semunars' Partial Interest Valuation —
Drvided, Parual Interest Valuation — Undivided (1999), Highest and
Best Applications (1995), Subdivision Analysts, revision (1993)

Developer of the Appraisal Institute’s Report Writing and Valuation
Analysis course (1986) and of AIREA's Real Estaie Appraisal
Apphcations state-cerufication module (1989)

Co-developer of the Appraisal Institute's Timberfand Valuation senunar
(1988)

Conservation easement valuation at the Land Trust Alhance, Madison,
Wisconsin, conference., October 2005

“Corridors and Rights-of-Way Valuation & Policy,” sponsored by The
Centre for Advanced Property Economics and International Right of Way
Assucuation, 2002, “Lincar Rights of Way Il-ederal Agency Rent

Aum:_h-nw}nt- i" )
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PPROILSSIONAL
SERVICE

RECOGNITIONS

Schedules Reforged,” sponsored by the Appraisal Institute for the US
Bureau of Land Management and US Forest Service, 2001,

Southwest Florida Land Trust's conservation casement scmnar, 1997,
Coastal Georgia Land Trust, Inc °s conservation casement scminar, 1994;
Red Hills Conservation Association's Conservation Inasements and Estate
Planming program, 1993.

Member, Appraisal Journal Review Panel, 2006 - present
Member, Region 11l Nommating Commuttee. Appraisal Instiiute. 2001,

Chair, Education Commuttec; Chicago Chapter of the Appraisal Institute,
1997-2000.

Mcmber, General Appranser Board Education Commuttee and Body of
Knowledge Commuttee; Appraisal Institute, 1994

Vice President and President-clect, 1991, Greater Florida Chapter of the
Appraisal Institute, Chawr, Education Comnuttee, AIREA Florida Chapter
2, 1988-91.

Coordnator, Level [1 Curriculum Development. 1990-1991, Member,
Dwision of Cummculum, Appraisal Institute, 1985-1991, Charr,
Development Subcommittee, Appraisal Institute, 1989-1991, Appraisal
Institute

Chicago Chapter of the Apprasal Institute’s Distinguished Service
Award, 1999

Appraisal Institute's George L Schmutz Award i recognition of
coniributions to the advancement of appraisal knowledge, 1991
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RMI MIDWEST: CHARLES W, (SANDY) REX 111, MAl
PROJECIS & ASSIGWMENTS: RAIL CORRIDORS

NOTE: To msiniain confidentiality, clients have not been individually identified; however, they include
private transportiation corporations, siate apgencies, attoraneys, and not-for-profit conservation

groups.

Ceniral Oregon
Valuation of transmission line easement across tribal reservation, as well as go-around costs
07-100

Miami to Jacksonville, Florida
Valuation of an entire regional ratlroad including going concern and relling stouk

UP v. Kendall Morgan
Consultation on underground pipeline casement
05-250

High Line (south of 30 Street), Chelsea; New York City
Valuation of an mactive rail line air nghts corrdor 1in lower Manhattan
05-240

Brooklyn-Qucens Expressway; Phases 1 & I1, “ew York Cily
Valuation of purtial taking of a secondary hine in the Boruugh of Queens
03-440/0n-180

Long Island, New York
Valuation of power hine casement within [ IRR nght-of-way
06-130

De Land to Kissimmee, Florida

Valuation of mainline running from De Land through downtown Orlando (o Kissimmee,
included some yards Valuauon of track improvements

06-260

St. Louis County, Missouri
Valustion of acrial occupancy within a mamline corridor through the city of St Lowis suburby
07-120

Miami to Homestead, Florida

Valuation of indusirial lead and two spurs, running from Miami International Awrport
1o lfomestead Valuauon of rrack improvements

06-250

Framingham-to-South Sudbury, Massachusetts
Valuation of NI U
05-310

LMy Ducumena ADMIN DOCS'EXF RAI CURRIDGR FROJELTS wid
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RV MIDWESI: CHARLES W, (SANDY) REX 111, MAIl
PROJECTS & ASSIGNMENI5: RAIL CORRIDORS

Bergen and Passaic Counties, New Jersey
Valuation of partial cornidor acquisition lor mass transit
06-150

Norfolk Southern v, Umion Eleetric Company; St 1 yuis
Aenal corndor withan railroad nghi-ol-way

05-270

VIBTA: New Bedford 10 Falls River, Massachuscils

February 2007
10 mules

“ovember 2006

573 mules

September 2006

Valuation and negotiation consuliation for the sale of an active rail corridor to a mass tranwit agency 30+ males

04-240/06-120

Tygart-to-Bergoo, West Virginia
Consultation and valuation of vornidor and rail improvements
04-270

Norwalk, Connccticut
Valuation of abandoned corndor
05-340

De Land-to-kissimmee, Florida
Valuation of mainline corndor Extends through downtown Orlando
05-300

Lynchburg, Virginia
Valuation ol @ pipeline easement within rail corridar
05-220

Boston-to-Worcester, Massachusetts
Mainline valuation including land and rail improvements
05-350

Bloomington-iv-Indianapolis, Indiana

Rent estimate for a proposed occupancy 1o be used in negotiations with a municipality

Chient 15 a0 midsized regional rail compan v
06-100

North of Ruosevelt Road; Chicago

Update of valuation of vacant, former rail yards with a highest and best use as residential

development, near eentral business district of Chicago
05-330

St. Lows, Massoun
Acrual worridors within ratlroad rights-ot-way
05-260

€My DocumenpdADMI LYKCSU AP RAIL COFRIDOR PROJECTS wpd
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February 2006
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January 2006
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132 mules
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RMI MIDWEST: CHARLES W. (SANDY) ReX 111, MAI
PROJECTS & ASSIGNMENIS: RAIL CORRIDORS

Poughhecepsie & Elospital industrial (rack; Duchess County, New Yorh
NI1U rail road valuation

Etowah-to-Copperhill improvements; Tennessee
Valuation of rail improvements

Bienheim industrinl trach; Sarnin Subdivision, Ontario, Canada
Valuation of corridor and rail improvements

Curdova-to Memphis bridge; Iennessee
Valuation and reproduction costs of a rail road bridge

St Petersburg, Pinellas County, Florida
Segment of rail line 1o be abandoned for rail-to-trasl purposes, NITU

Carpendale, West Virginia
Cornidor valuation, induding tunnel and bridge
04-190

Norfolk Southern Rail corridor, Toledo, Ohio
Valuation of a rail corndor as parl of 2 municipal water maun project, pipeline casement

Highway 41, Selma, Alubama
Valuation vl land and track improvements lor bargain sale

“orth Bergen, New Jersey
Prelimiary valuation of & 10,000-hneal-foot-by-1u-foot sewer casement

Ftowah-1o-Copperhill bridge; Tennessee
Valuation of 33 bridges

Gibsun Yard. 1.ake County, Indiana

Moorman-to-Wilsun Station; Kentucky
Valuation of line o be abandoned

Central Electric; Williamsburg, South Carolina
A participant 1n a court-appoinied panel for the saluation of an aenal crossing easement
over the rallroad

Pompton line, New Jersey
Valuation consultant for the valuation of a partial inlerest purchase of ¢ pipeline casemenl

Sheepskin Tra)
Yaluauon of fee-owned parcels of an abanduned rat] corridor

1 My DocumamIiVADM'N [0 SILXE RAIL CORRIDOR PROJLCTS wpd
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November 2005
4 54 miles

November 2005
41 mules

Scptember 2005
60- miles

June 2005
161 miles

April 2005
2 15 miles

November 2004
I mile

Seplember 2004
24 miles

Apnl 2004
X1 miles

August 2004
July 2004
46 miles
May 2004

March 2004
34 miles

February 2004

kebruary 2004

January 2004
30— miles



RMI MIDWEST: CHARLES W, (SANDY) REX 111, MAL
PROJECTS & ASSIGNMENTS: RAIL CORRIDORS

Wabash line, indiana
LCstimate of net hiquidation value of a rail hine

West Shore: New Yorh
Preliminary valuation of an industnial track in Upstate New York

Alma-to-Elwell; Michigan
Preiiminary valuation ol a rail line in central Michigan

Shenandoah subdivision; Virginia
Preliminary vatuation of an industrial lead in Northern Vieginia and West Virginia

Lorain-to-Lestier line, Ohio
Valuation of land and track improvements

Piedmont Subdivision, Virginia
Preliminary valuation of an active Class | rail corndor

kL. Wayne, Ohio & Indizna
Preliminary valuation of an active Class | rail corridor

Rails-to-Trails
Valaatron memorandum on the market value ol reversionary mnterest donatrons
under the Nauonal Trails System Act

Selma-lo-Myrile Wood, Alabama
Preliniinary valuation of an active Cluss 1 ratl cornidor

Ileopston; Llinois
Preliminary valuation of a short indestnial track

Henning-to-Rossville yjunction; Hinos
Prehimtnary valuation of an industrial track in east centre! Hlinos

Shepherd Branch: Washington, DC
Fstimate of market value for negotiations with the District of Columbia
and federal government Included the valuation of current and future oecupancies

Limedale; Indiana
Market value estimalte of an industrial lead track 1n west central Indiana

Ol Road, Leuisville-tu-W inchester, hentucky
Prehiminary valuation of an acnve Class | rail corndor

W&P, Pennsylvania
Market valuation of an industrial lead track running from south Mitshurgh
to Washington, PA

€ My Duceinen sADMIN DOLSY XP RAIL U CRRIDUR PR0JECIS wpd

Aitachment 2
Page 8

December 2003
30+ miles

December 2063
59 miles

December 2003
December 2003
46 miles

December 2003
15 miles

November 2003
201 2 miles

Octlober 2003
250 76 miles

October 2003

Scptember 2003
5& 13 mules

August 2003
1 mile

Aupust 2003
6 miles

August 2003
6 miles
Aupust 2003

797 miles

July 2003
89 5 miles

June 2003



RMI1 MIDWEST: CHARLES W, REX II[, MA]
PROJECTS & ASSIGNVIENTS: RAIL CORRIDORS

Alabama Power; Lee Countly
Valuation of an aerial easement crossing a Class | railroad corndor Condemnation

Alabama Power; Eimore County
Valuation of an acrial casement erossing a Class | railrvad cornidor Condemnation

Baldwin County
Valuation of an aenal easement crossing a Class | ratlread corridor Condemnation

kiowah-to-Copperhill; Tennessee
Consullation on the donation of an abanduned Line for raiis-to-trails

Lake Subdivision; Indiana
Market value estimale for a through-track 1n a heavy indusinal area

Blue Island: 1llinois
Consullation on an acguisition

Bridge; Clinton, Indiana
Valuation of active ranlroad bridge

Alabama Power; St. Clair County
Valuation of an aenal casement croasing a Class | railroad corridor Condemnation

Nashville Electric Services
Valuation consultation and estimate of carnidor factor for an aeral laking over
an industnial lead corrtdor 1n Nashwille, valuation consultant in mediation

Northwest Highway, northwest Cook County
Condemnation for a poruen of a corrudor for highway expansion

New Jersey Transit Authority; northern New Jersey
Valuation and negonation consultalion lor the sale of several cornidors or portions of corridors
to 2 mass transit agency

Union Pacific v, Sante Fe
Valuanion of 1,800-mile lease of subsurface nghts

Blue Ridge Tunnel; Afton, Virginia
Valuation consultation for active rarlrogd wanel

Perih Amboy Run Trach, Middlesex, New Jersey
Valuauon for the sale of o ratiroad corridor

Creseent & Wedge Corridors; Washington, DC
Valuauwn for potential sale ol two corridor sepments in urban area

€ My Docuizns ADMIN DOCS FXI' FAIL 1 GRRIDGR 'P0)E CTS wpd
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May 2003
33 55 miles
April 2003
April 2003
April 2003
43 47 miles

Aprid 2003

4 miles

April 2003
February 2003

February 2003

Junuary 2003

2002

2002

September 2002
1,800 miles
September 2002

Scptember 2002

June 2002



RMI MIDWEST: CHARLES W. REX 111, MAI
PROJECTS & ASSIGNMENIS: RAIL CORRIDORS

Chicagoe-to-Detroit corndor March 2002
Prcliminary valuation of a main line corndor 260 miles
Loup Creck Branch; Wesl Virginia March 2002
Valuation lor the sale of active and abandoned corridors 30+ miles
PSLCG; New Jersey February 2002

Valuation of proposed underpround casements for iwo 340-kv  generator feeds
Includes valuation ot underground rights in a wnnel under the Palisades

INinois/Indiana Line 10 Olin, Indiana Januvary 2002
Net hqudation value of inactive rail line for application for abandonment to S1B 593 miles
Iligh Line, Chelses, New York Cily 2001
Valuation of an mactive rail line m lower Manhattan of an air rights corndor 2 miles
Weymouth industrial track; Quincy, Massachuselts 2001

Valuation and consultation tor a corridor for sale 1o a mass transit agency

Chambersberg, Pennsylvama 2001
Consultahion on the valuation of a rail carnidor

International bridge 2001
Consulting for the purchase of a portion of a corrsdor frum a Class 1 railroad

FED RR v Dade Counly, Florida 2001
Consulting on corndor factors for a condemnativn taking from 4 smaller rarlroad

Downlown Orlando, Florida 2001
Valuation of an active, 2 5-mule, mainhine cornidor through Orlandu’s central business distnict 2 5 mules

Parual taking

Boylan Junction; Raleigh, Nurth Carolina 2001
Valuation and negotiation consultation of an indusinial lead corridor Sale closed i June 2003 124 mules
Falstafl Brewery: Indiana 2001

Abandoned industral properly consisting of four parcels Valuation for purchase negotations to expand a ral
yard

Short line railroad: New Castle, Indiana “ehruary 2000
Across-the-fence valuation of railroad night-of-way 21 2 acres
Union Pacific property, | ake County, llinois Junuary 2000
Valuation of part of a railread corridor, using an across-the-tence methed U B6 acre (37,638 sunare feet)

Valuation of surlace und acnal rights 1o be used in sale negotabions

CAMy DocumenMADMIN DOCSUNF RAII CORRIDUR PRIMICIS wid 6
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RMI MIDWEST: CHARLES W, REX 111, MAI
PROJECTTS & ASSIGNVIENIS: RAIL CORRIDORS

TransFlo facility; 2721 161" 8t.. Hammund, Indiana
Valuatuon of site used for a matenal transfer facility (offloading ot materials from raitroad
tank cars o lank trucks) Highest and best use 1ssues involved specific industrial uses

l.chigh Greenway Rail Trail. [Magler County, Florida

Qbsolete rail hne abandoned sinve the 1950s, valued ior possible purchase by the State of Tlorida

Multiple highest and best use 1vsues duc to varuance of uses along the property’™s length

(~uch as a uulny cornidor, public (o), additional land for residennial lots. future development)

Involved evaluation of worth of old track

B&OCT Connection: Commonwealth Edison property; Bridgeview, Olinms
Valuation of vacant industrial property in for rail line easement before-and-afler valuation
technique used Analysis of south Chicagoland mdustnial market

B&OC] Conncction: 3M Property; Bridgeview, Hlinois
Valuation of vacant industrial property in lor rail line easement, before-and-after valuaton
techmique used Analysis of south Chicagoland industrial market

Cook County Forest Preserve Properly, Riverdale, 1llinois
Valuation of property zoned buth conservalion/recreation and industnial for railroad
line expansion

lamen Ave. & 74™ St., Chicago
Proposed ruilroad night-of-w ay easement in older industrial area Valualion followed
iilinois condemnation law Lxpert witness lestimony

CTA properly
Valuation of indusirial property for railroad hne eapansion

UPS Parcel; Bedford Park, Hiinos
Valuation of vacant industrial site {or rarlroad line expansion

South of Raasevell Road, Chicago
Updale appraisal ol vacant former rail yards, residential development highest & bust use

Porter County, Indiana
Abandoned ra1l yard, with some mined areas on it Valued for use in purchase negotiations

South of Rovsevell Road; Chicago
Vdcant former rail yards with a highest and best use as residential development

Nuorth of Roosevelt Road; Chicago
Vacant former rail yards with a highest and best use as residennial development

€ WMy Documents\ADMIN DOCSY XP RAI CORRIDUR PROJILCTY wpd
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May 1999
159 acres

April 1999
JUX 52 acres

April 1999
0 2% acre

April 1999
041 acre

March 1999
1 43 acres

February 1999
071 acre

February 1999
November 1998

11 75 aures

February 1497
30+ ares

August 1996
February 1996
25 aures

September 1995
5.6 acres
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APPRAISER CERTIFICATION AND LICENSURE BOARD
3000 Market Street NE, SUITE 541
SALEM, OREGON 97301

TEMPORARY PRACTICE REGISTRATION NUMBER: TNR1662

CHARLES W REX IlI
RMI MIDWEST
1200 CENTRAL AVE
WILMETTE IL 60091

POSSLSSES A CURRENT AND VALID CCRTIFICATE IN THE STATF OF

ILLINOIS
153-000785

AND HAS COMPLIED WITH THC REQUIRFMENTS OF CHAPTLR 674 AND CHAPIER 161 OF FHI- DREGOM APPRAISER
CERTIFICATION AND LICENSURE BOARD ADMINISTRATIVE RULES TO QUALIFY TO RLCLIVE A TEMPORARY
PRACTICE PLRMIT TO OPERATL ™N THE STAE OF QORFGON IN THL CAPACITY OF A

STATE CERTIFIED GENERAL APPRAISER

YOUI ARE ALTHORIZED TO APPRAISE THE FOLLOWING PROPERTIES WITHIN THE SCOPE OF THF
ABOVE LICENSE LEVEL IN THF STATE Or ORFGON I'OR

Client: RailAmerica INC

Properties:
111-mile rail corridor (known as "Coos Bay Line"

T in Lane, Douglag & Coos Counties.
{The line runs between Danebo (W Eugene) and Cordes, OR

[See Attached Map]

CI'FFCTIVE TUIS 7P DAY OF MAY, 2008

ot

s

g > : R A (Bob) REITI! ADMINISTRA 1OR
| ~ B ORFGON APPRAISER CCRTIFICATION AND LICENSURE BOARD

— e AT = L™ = I wmme - —

“Anachment3 T
Page |
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BEFORE TIE
SURFACE TRANSPORTATION BOARD

)
Central Oregon & Pacific Railroad. Inc — Abandonment )
and Discontinuance ol Service — 1in Coos, Douglas, and ) Dochet No. AB-313 (Sub-No 2)
[.ane Counties. Oregon (Coos Bay Rail Line) )

)

VERIFIED STATEMENT OF PATRICIA L. CHTAPMAN

My name 1s Patncia 1. Chapman, 1 am a partner in the law lirm of Gleaves Swearingen
Potter & Scott, a law firm located in Eugene. Oregon and established 1in 1924, My business
address 18 975 Qak Street. Suite 800. Lugene, Oregon 97401 | am currently a heensed member
of the Oregon State Bar and of the California State Bar 1 recenved a B.A in Political Science
from the Lniversity of Calitornia ut Berheley in 1979 (vumma cum luude and Phi Beta Kappa)
and a L.1) from the University of San | rancisco in 1982 [ have practiced law for approsimately
25 vears. in Oregon for approximately 20 of these years. and lor much of that time 1 have been
engapged in the practice of real estate law 1 was a member of the Exceutive Commutice of the
Orcgon State Bar's Real Estate and Land Use Scction for several vears and tn 2006 served as the
Chair ol the Real I'state and [ and Use Section of the Oregon State Bar.

The purpose ol this Verified Statement 1s to explaim the process undertaken by me and
other attorneys in this firm under my supersision (referred to below as “we™ or “us™). o
determine whether fee ttle was conveyed to the Central Oregon & Pacilic Railread. Ine.
("CORUI™) for the parcels comprising the portion ol CORP’s “Coos Bay Subdivision™ that is the
subject of the abandonment portion of this abandonment and discontinuation application

(“Abandonment Scgment™)

-1-
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We reviewed CORP's [itle Maps and the Schedules of Property noted on those Title
Maps for each of the parcels comprising the Abandonment Segment (respectively, “Val Maps™
and “Land Schedules™). as well as several hundred conveyance documents listed in the Land
Schedules. Based on our review of those documents, and on our review and analysis of Oregon
law pertaining to those documents and the nature of the title purported to be conveyed thereby,
we determined which of those documents purported to convey lec title to the railroad grantee
therem, which of those documents purported 1o grant an interest 1o the radroad grantee therein
that was less than a fee title interest (such as a mere casement). and which ol those documents
purported o grant a {ee interest to the railroad grantee therein that was subject 10 a public right of
way or tmber restriction A summary of that review is set forth in the “CORP — Coos Bay
Abandonment Segment Title Documents Summary™ attached hereto as Attachment |

We also reviewed the spreadsheet entitled RallAmenca CORP-Coos Bay Title
Summary. which was prepared and provided to us by RMI Midwest (the appraisal firm that
prepared the Report. Net Liguidation Value ol “Lhe Coos Bay Line in Lane, Douglas, and Coos
Counties, Oregon (June 15, 2008) for CORP in connection with the abandonment portion of this
abandonment and discontinuance applicauon) (“Appraiser’s Summarv™) A copy ol the
Appraiser’s Summary 1s attached hereto as Attachment 2 Based on our review of the documents
and our review and analysis of applicable Oregon law deseribed in the preceding paragraph, we
have advised RMI1 Midwest' (a) that [ee title was conveyed 1o the railroad with respect 1o each
enumerated parcel in the Appraiser’s Summary with respect to which the word “Fece™ appears in
the Appraser's Summary column entitled “litle Deseripuion,™ (b) ot parcels comprising the
Abandonment Segment with respect 1o which the documents reviewed by us purported Lo convey

less than lee ttle to the ranfroad grantce therein or purported to convey fee title subject to public

2.
Chapman Verified Statement
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rights of way or subject to timber reservations, and (¢) of parcels comprising the Abandonmient
Scgment that appear 1o be subject 1o a sovereign claim by the State of Oregon for lands lving

below the mean vrdinary high water mark of navigable waters.

VERIFICATION

I, Patncia I. Chapman, declare under penalty of perjury that the foregomng is true and

dlo file (l:f lC statement

\L;\mcm I. Chapmin

correct Jurther, | certify that | am quahfied and «

Exccuted on %_’D_ . 2008

3
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BEFORE THE
SURFACE TRANSPORTATION BOARD

)
Central Oregon & Pacific Railroad. Inc. — Abandonment )
and Discontinuance of Service —1n Coos, Douglas, and ) Dochet No. AB-3135 (Sub-No. 2)
[.anc Counties. Oregon (Coos Bay Rail Line) )

)

VERIFIED STATEMENT OF MARC R. BADER

My name is Marc R. Bader. [ am Chicf Line Engincer, West Region, of RailAmenca,
Inc (*RailAmerica™) My busmess address is 1100 Main Street, Sunte 210, Woodland, Calilorma
95695. [ am responsible for engineering and maintenance activities for eight regional and
shorthne ratlroads owned by RaillAmerica and located along the West Coust ol the United Statces,
including Central Oregon & Pacilic Railroad, Inc. ("CORP™) [ graduated from Washington
Umiversity in St. Lows Missourt in 1992 with a Bachelor ol Science degree in civil engineering
I'ollowing graduation. | worked lor Atchisen, Topeka. and Santa e Railway and for Burlington
Northern Santa Fe Railroad for approximately 11 vears. in a varicty of railroad engincering
positions, including roadmaster, assistant division engineer and division engincer. [ have been in
my present position with RaillAmerica for approximatcly five years.

‘The purpose of this Venilied Statement is 1o present CORP’s estimate of the net
liquidation value (“NLV™) of the track assets on the portion of the *Coos Bay Subdivision™ that
CORP sceks authority to abandon (that portion of the Coos Bay Line is referred to hereinafier as
the "Abandonment Segment™) The Abandonment Segment extends approximately 94 miles on
the Coos Bay Subdivision between Milepost 669 near Vaughn, OR and'Mllcposl 763.13, ncar
Cordes, OR

Because of my position and responsibilitics with RailAmerica. 1 am very familiar with

the Abandonment Scgment’s trachs and faciliues. CORP’s estimate of the NLV of the track

-1-
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assets on the Abandonment Segment was prepared under my supervision and at my direction
The remainder of this statement describes the methodology used to esumate that NLV.
L INVENTORY OF TRACK ASSETS

I'he first step in calculating the N1V of the track assets of the Abandonment Segment
was to develop an inventory of those assets. CORI developed that inventory using a number ol
different methods and sources. CORP ran a track gcometry car (which recorded rail profiles)
over the entire main line to calculate the quantitics of each weight ol rail (90 pound through 136
pound) on the line  We used current track chants. 1n conjunction with the data generated by the
geometry car. to calculate quantitics of continuous welded rail and jointed rail

We calculated the number of tics based upon the total mileage of track on the
Abandonment Segment and an average of 3200 ues per track-mile. Based upon my familianty
with the line and records regarding the age ol ties, 1 separated the ties into four quality categones
(No. 1 relay. No 2 relay, landscape, and scrap) for purposes of esumating their salvage value. |
used a conservative approach 1o categorizing the age and quahity of the ties. which means my
estimate likely understates the liquidation value of the ties.

A CORP roadmaster conducted a ficld inspection of the entire hine to determine the sizes
and number of turnouts on the hine  We also used roadmaster field inspections to venfy the
number of crossings. bridges, and signal apphances that could be removed from the
Abandonment Scgment 1 compiled the estimated volume and atiributes of track assets on the
Abandonment Segment 1n an overall mventoery, a copy of which is attached to this statement as
Attachment ]

il OBJECTIVE THIRD-PARTY ESTIMATES OF LIQUIDATION VALUE

In order to develop an objective estimate the hquidation value of the line, [ sohened

commercial liquidation estimates from two experienced, reputable companics engaged 1n

-7
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removal, salvage. and disposal of railroad track assets, 1..B Foster Company (“Foster™) and
Unitrac Railroad Materials, Inc (“Unitrac™). | provided cach company with the track asscts
inventory for the Abandonment Segment (see Attachment 1), and requested that cach provide an
estimate of the net value of the track assets on the line (i e, the salvage value of the assets less
the removal costs and other associated costs), based upon contemporancous market values and
costs.'

In order to develop their NLV estimates, both Joster and Unitrac also conducted their
own independent field inspections of the Abandonment Segment 1 behieve that net Jiquidation
value esumates from two expenienced, independent rail salvage companics provide a reliable,
objective basis 1o calculate the net hquidation valuc of the Abandonment Segment rail assets

Bascd on the track asset inventory provided by CORP and their ficld inspections, Unitrac
and Foster each submitted estimates 1o CORP for the removal and salvage of those assets  See
Foster Estumate (Attachment 2 hereto); Unitrae Estimate (Attachment 3 hereto)  Although the
two companies used somewhat ditferent approaches, both ol them gencrally calculated the
current salvage value ol the ra1l assets (based in part on current commodity prices); the costs of
removing those assets, disposing of asscts that could not be resold, and nuscellancous related
costs: and both included a reasonable profit margin for the bidder. Based on those calculations,
Foster and U nitrac each developed a final “all-in™ estimate for the net value of removal and
disposal of the rail assets of the Abandonment Segment  Unitrac labeled that final estimate
number 11s “Net Bid Amount.™ and loster referred 1o 115 final estimate number as the “Net

Liquidation Value.” See Attachments 2 and 3

' One of the potential uses ol the Abandonment Segment 1s as a unique land and water based
recreational trail. See Environmental Report at 7 (June 24, 2008). 1f the Segment 1s to be used
as a recreational trail after abandonment, the bridges would not be removed. Accordingly, the
estimates do not include the NLV of the bridges on the Abandonment Segment

-3-
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III.  CONCLUSION AND NET LIQUIDATION VALUE OF TRACK ASSETS
A. L.B. Foster Company Estimate

L..13. Foster estimated the gross liquidation valuc of the Abandonment Segment trach

assets at [ 1. See Attachment 2. L.B. Foster estimated total hgumdation costs at
| ]. See id The resulting NLV. as estimated by L.B Foster, is | | ki
B. Unitrac Estimate

Unitrac estimated the “Extended Value™ that could be generated from the track material
(sales price of salvaged matenals less costs of shipping those materials less required profit) at
l |- See Attachment 3. Unitrac deducted from its Extended Value estimate the cost of’
removal ol the rail assets and nuscellancous costs to derive its “Net bid amount” of | ]
See id ‘This “net bid amount™ represents Unitrac’s estimate of the amount it would be willing to
pay for the rail assets. e , its independent estimate of the NLV of the fixed rail assets of the
Abandonment Segment

C. Average NLY

Bascd on my review of the two independent, objective third-party cstimales, [ determined
that a reasonable way to estimate the NLV of the rail assets 1s (o calculate the average of the high
and low estimates submitted by loster and Unitrac, The average of Foster's bid of | |
and Unitrac’s bid of | s | ] See Attachments 2 and 3 Thus, based on the
analysis summarized in this statement, 1 have determined that a reasonable NLV tor the track

assets ol the Abandonment Segment s [ 1

-1-
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VERIFICATION

1, Marc Bader, declare under penalty of perjury that the foregoing 1s true and correct.

Further, | cerufy that | am qualified and authorized to file this verified statement.

Mo oA

Marc Bader

IExccuted on fs\,..gE g , 2008
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Liquidation Value of Railroad Asset
on & Pacific Railroad - Coos Bay Sub MP 669.0 - 763.13

Jnt/CWR| Miles | NT/Mile | Total NT | Total GT Price NT | Price GT] Total SNT | Total $ GT

90Ib jnt 451 145.73 657.23 586 82 scrap

110lb mt 2.23 183 92 410,14 366 20 reroll

1131b jnt 192 182.97 2181.00 1947.32 scrap

1131b CWR 25.5 188 94 4817.87 4301 67 reroll

1151b CWR 3555 192 28 6835 55 6103 17 rclay

1191b Jnt 009 198 97 17 91 1599 reroll

1321b m 4.54 213.73 970.35 866.39 scrap

132Ib CWR 5.03 220.70 1110.14 991.20 relay

1361b CWR 916 22739 2082 91 1859 74 relay
Totals 98.53 19083.11 17038.49 | Total Rail Valoe | $0

Total GT

90lb mt 451 553 249 40 22268 scrap

110Ib nt 223 570 127 11 11349 rclay

113lb Jnt 1192 840 1001.28 894.00 relay

1131b CWR 25.5 74,0 1887.00 1684 82 relay

1151b CWR 35.55 74.8 2659 14 237423 relay

1191b nt 009 860 774 6.91 relay

1321b Jnt 4.54 932 423 13 37779 relay

1321b CWR 503 825 41498 370 51 relay

1361b CWR 916 843 772.19 689 45 relay

Totals 98.53 7541.964 6733.896429 | Total OTM Value | $0

Class

#! Relay 15% 985 44338 5
#2 Relay 0% 98 5 Lights 2
Landscape 40% 985 118236 Gates 7
Scrap 45% 985 133015 5 Total all Signals 50
Total Tie Value 50 Bridges Lump

Weipht Type Qty. NT/TO | Toial NT Total GT Class | Price EA | Price GT] Total$ Kach | Total § GT

801b #7 i 1.7 170 1,52 scrap
901b w1 18 scrap
%0lb #10 3 1.9 579 5.17 scrap
1101b #10 45 relay
i12lb #10 22 45 9944 88.79 scrap
119Ib #10 3 4.5 13.56 12.11 relay
1321b #10 1 47 4 65 415 relay
Totals 30 125.14 111.73 $0
B g L U
Quantity Total
Dismantle Rail (CWR) NT 20165 NT
Dismantle Rail (Jointed) NI’ SITINT
[ransport Rail & OTM NT 26750 NT
Remove liex LA 295,590
Remove Relay Turnouts EA 3o
Remove Crossing Signal EA 9
Restore Crossings LA 23 Net Liquidation ‘Vlllle 50

711112008 T Tt S T

1 Attachment 1-Public Version
Page |



ATTACHMENT 2



LBFoster

Rail Products

1195 Sak Springs Road
Mineral Ridge, OH 44440
330 £52.1465

330 652.74994 (Fax)

July 10, 2008

Mr. Alan Pettigrew
RailAmenga, Inc.
7411 Fullerton Street
Jacksonville, FL.
32256

RE: Coos Bay Sub - Rail Line NLV

Dear Mr. Pettigrew:

L B Foster Co. performed a complete and thorough site inspection of the entire Coos Bay line

from MP 669.0 to 763.13 mclusive.

Based on our site mspection and review of the line, we maintain that the values reflected i our
NLV document (submutted as L. B Foster Co. Coos Bay Sub NLV 6-9-08.XLS) are accurate, reflect
current market conditions, and are a reasonable esimate of the current value of the line.

Please contact me should you have any questions.

Sincerely,

el

Rxck Stemninger

General Manager,

Relay Raul & Trackwork Divisions
L.B. Foster Company

Drrect Dial: 330-652-1465 x15

Fax: 330-652-7494

Cell. 770- 329-8332

Email: rsternunger@Ibfosterco.com

Ufﬁcq and Rail & :I:ra:k
Service Centers Piling
Woridwide

"7 Fabncated Products

Transit Products

" 1195 Salt Springs Road, Mineral Ridge, OH 44340

Attachment 2-Public Version
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(865) 693-906:
Unitrac Railroad Materials, Inc. Fax (865) 693-916

Post Office Box 7098 ¢ Knoxwille, Tennessee 37921
An Equal Opportunity Employer

July 10, 2008

Mr. Alan Pettigrew

Rail America

7411 Fullerton Street, Suitc 300
Jacksonville, FL 32256

RE: Coos Bay Line

Dear Mr. Pethigrew,

Uhitrac Railroad Matenals offers the attached Net Liguidated Valueation (NLV) after a thorough
on site inspection and review of the Coos Bay Linc  Our offer is based on current market
conditions and is a reasonable eslimate of the current market value of the line. Please do not
hesitate to call if you have any questions or need any turther clarification.

Sincerely, .
/ -~

R ert

P

Unitrac Railroad Materials

—_——
@HEALEY A division of lHealey Railroad Corporation

SANSOAD CORFORATION www rallsource com
- —_ —_
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BEFORE THE
SURFACE TRANSPORTATION BOARD

Central Oregon & Pacific Railroad. Inc. — Abandonment
and Discontinuance of Scrvice — in Coos. Douglas. and
Lane Counties, Qregon (Coos Bay Rail Line)

Docket No. AB-515 (Sub-No 2)

vt Nt st v

VERIFIED STATEMENT OF JOHN H. WILLIAMS

My name is John H Williams [ am President of' T he Woaodside Consulting Group, Inc,
a firm that specializes in raillroad transportation consulting. My business address is 385 Sherman
Avenue. Suite 1, Palo Alto, Califorma 94306 [ am also President of the Northwestern Pacific
Railroad Company, a short line railroad in Northern California | have almost 45 vears of
experience 1n the ratlroad industry and consulting. including 17 years with the Southern Pacilic
Transportation Company (“SP"). the prior owner of the rail line proposed for abandonment 1n
this procceding. As discussed more lully in the summary of my quahfications and experienee set
forth in Attachment A, as Manager of SP’s Burcau of Transportation Research. | regularly
conducted revenue, cost and profitability analyses of the Coos Bay Subdivision and of the
principal commedities that it handled. particularly lumber and other wood products My duties
at SP also included field inspections ot the Coos Bay Subdivision and other SP lines in Oregon,
as well as yard and train operations in and through SP’s terminal at Fugene, OR | have
presented traflic diversion studics, market impact analyses and testimony relating to competitive
issues belore the Surface Transportation Board (the “Board™) and nts predecessor, the Interstate
Commerce Commission (*ICC™) in u varicty of other proceedings

‘| he purpose of this Verified Statement is twolold. Part [ discusses the decline in rail

tratTic on the Central Orcgon & Pacific Railroad, Inc ’s ("CORP's"™) Coos Bay Subdivision in

-l
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recent vears.! As my testimony demonstrates, the limuted number of rail shippers served by the
Coos Bay Subdivision, and the downward trend in rail usage by most ot those shippers in recent
ycars. make it highly unlikely that traffic on the line will grow 1o a level that can sustain
profitable operations by CORP in the foresceable future. Part Il of my Verificd Statement
assesses the transportation options available 1o rail shippers and receivers on the Coos Bay
Subdivision following the proposed abandonment and discontinuance of service, As Part 11
shows, customers served by the Coos Bay Subdivision today have access to adequate
transportation service alternatives  In particular, traffic moving by rail today to/lrom points on
the Coos Bay Subdivision can be handled efficiently cither in direct truck service, or in truck-rail
transload service via one of several rail transload facilities. The feasibility of these alternatives is
demonstrated by the fact that shippers are actually exercising such transportation options today
because the Coos Bay Subdivision has been embargoed by CORP sinee September 21, 2007, As
described helow. 1 estiimate that a shill to direct truck service or truck-rail transload service will
increase shippers” annual transportation costs by an average of approximately 11 percent. Such
an increase is not unreasonable, particularly when viewed 1n comparison 1o the large subsidy that
would be required to permit rehabilitation and continued operation ol the line by CORP under

the Board’s Offer of Financial Assistance (“OFA”) procedures

' T'his Application sceks authority both to abandon the portion of the Coos Bay Subdivision that
1s owned by CORP between Milepost 669.0 near Vaughn, OR and Milepost 763.13 near Cordes,
OR, a distancc of 94 13 miles (the “Abandonment Segment™). and authority to discontinue
service over the portions of the Coos Bay Subdivision that are leased by CORP, including (1) the
Coquille Branch between Milepost 763 13 near Cordes. OR and Milepost 785 5 near Coquille,
OR. a distanee of 22 37 miles, which is lcased from Union Pacific Railroad Company (“UP™):
and (2} the [.PN Branch between CORP Mulepost 738 8 and LPN Branch Milepost 2 0. a
distance of 2.0 miles, which is leased from | ongview. Portland & Northern Railway Company
("1.PN™) (the “Discontinuance Segment™) I'or convenience. | will reler o the Abandonment
Sepment and the Discontinuance Segment collectively as the “Cous Bay Subdivision ™

-
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L. TRAFFIC ON THE COOS BAY SUBDIVISION HHAS BEEN DECLINING.

As witness Lundberg testifies, in 2004 a major shipper on the Coos Bay Subdivision,
Weyerhacuser Corporation, ceascd operations at its paper manulacturing plant at Cordes. OR.
Ihe Weverhacuser facility had gencerated approximately 3,000 carloads of rail traffic for CORP
per year. [he loss of that tratfic was responsible for a 29 percent decline in overall traffic on the
Coos Bay Subdivision. [rom 7.574 carloads in 2003 te 5,408 carlouds in 2004 | ralTic volume
on the line has continued to exhibit a downward trend. with total volumes of 5,193 carloads in
2005. 5.363 carlouds in 2006 and 4,018 carloads m 2007 (through the date of the embargo) As
Attachment B shows, the small increase 1n trafTic from 2005 1o 2006 was atinbutable to new
busmess from Southport Iorest Products, which began shipping traffic from a facility located on
the newlv-constructed North Spit Spur. which opened in 2005, However. Attachment B also
indicates that trafTic from Scuthport ] orest Products declined in the Base Year In any event. the
modest traffic generated by the North Spit Spur project has not been nearly enough to offset the
loss of Weyerhacuser™s business  The total number of carloads moving over the line during the
Base Year (September 1. 2006 — August 31. 2007), the latest twelve-month period during which
the line was open. was 4+.773 carloads  This represents a decline ol 11 pereent since 2006. and
37 percent sinee 2003 See Attachment B3

[ his downward trend in ranl shipments has oceurred for most of the shippers on the Coos
Bay Subdivision, Georgia Pacilic Corporation. by fur the largest shipper on the hne. shipped
| ]carsdunng 2005, butonly | ] cars in 2006 and | | cars during the Base Year [he
trallic ol Roscburg Forest Products increased somewhat [rom | Jearsto[ ] from 2005 w0
2006. but declined to | | cars during the Base Year See Atlachment B Rail shipments by
euch of the other customers that shipped more than 100 cars in 2005 fell precipitously
American Bridge Manulacturing Corporation’s traflic declined from | | cars in 2005 to only

-3-
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| Jears during 2006 and | ] cars duning the Base Year Durawood Treating Company’s traflic
declined from | |carsin 2005 1o | | cars 1n 2006 and 70 cars during the Base Year. Thomas &
Sons. which shipped | ] carloads in 2005, shipped only | | in cach of 2006 and the Base Year.
As these figures graphically demonstrate, the Coos Bay Subdivision has experienced a
substantial and ongoing dechine in tralTic across virtually all customers,

Based upon current circumstances. 1t does not appear likely that CORP can attract
sulTicient new business from other sources 1o oiset these traltic losses. The two largest rail
shippers on the Coos 13ay Subdiviston. Georgra Pacific and Roseburg Forest Products,
collectively account for approximately [ ] percent ol all rall shipments moving over the line 1n
the Base Year, See Atachment B, Only one other customer ([ )]
currently ships more than 100 carloads per year. Nor does the Coos Bay Subdivision enjoy
significant trallic diversification [rom a commodity standpoint, 1o the contrars . lumber and
forest products accounted tor Y7 percent of all traffic that moved over the Coos Bay Subdivision
during the Base Year, See Attachment € Further. rail traflic on the Coos Bay Subdivision 1s
highly concentrated at two stations, Coos Bay and Coquille, both of which are located near the
~southern end ol the hine  Indeed. 1in 2007. 96 percent ol ull ¢arloads moving over the hine
onginated or terminated at Coos Bay or Coquille  See Attachment DD Other stations along the
119.5 miles of rail hines that are the subject of this Application do not generate sustained rail
trallic [“nally, the destination markets for products originating on the Coos Bay Subdivision
haye been hmuted. with 83 percent of total outbound traffic moving to three states. Calhitornia.

Oregon and [llinois  Sve Attachment C

-3-
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Il SHIPPERS ON THE COOS BAY SUBDIVISION HAVE ADEQUATE
TRANSPORTATION ALTERNATIVES FOR THEIR SHIPMENTS.

CORP asked me to assess the transportation options that would be available to shippers
on the Coos Bay Subdivision following the proposed abandonment/discontinuance of service  In
order to do so. | analysed the feasibility of transporting the trafTic that currently moves via the
Coos Bay Subdivision cither dircetly by truck. or by truck-rail transload via a rail station bevond
the line proposed for ubandonment. As this Part of my testimony shows, 1t appears that virtually
all of the trafTic thut CORP previously handled over the Coos Bay Subdivision can readily be
diverted to truck or (lor most of the subject trallic) to truck-rail transload service. 1 estimate that
the cost of utihizing truck-direct or truck-rait transload service 1s, on average, 11 percent higher
than the rail rates that Coos Bay Subdivision shippers were paying for dircet CORP-UT rail
service prior to the embargo of the line. The viability of truck-rail trunsload service is
demonstrated by the fact that most shippers appear to be utilizing such service today

A. Traffic HHandled by CORP Via The Coos Bay Subdivision Can Be
Shifted To Truck-Direct Or Truck-Rail Transload Service.

[ he response ol shippers localed along the Coos 3ay Subdivision to the September 2007
embargo of the line demonstrates that reasonable transportation options are available tor traffic
previously handled by CORPP My investigation, in consultation with CORP marketing
personncl. found that shippers presently are cither shipping (or recciving) their products directly
by truck. or are transloading their products at rail facilities located bevond the Coos Bay
Subdivision

As Attachment € indicates, the vast majority (nearly 97 percent in the Base Year) of all
rail shipments on the Coos Bay Subdivision involve lumber, plywood und other forest products.
These commodities are clearly susceptible 1o transportation by truck — indeed, railroads face
vigorous competition from motor carriers for lorest products shipments  The other commodities

-5-
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in the Coos Bay Subdivision’s traflic base (larm products, metal products, scrap and hquetied
petroleum gas) can likewise move by truck.

Morcover. there exists an adequate supply of truchs in CORI's serviee territory 1o absorb
the traflic that previously moved over the Coos Bay Subdivision  There are numerous large and
small trucking compunies operating in Oregon The Oregon Trueking Association website alone
lists 57 different trucking companices that haul forest products and 48 that handle heavy loads.
Based upon my investigation, 1t appears that shippers on the Coos Bay Subdivision have, in fact,
been able o secure truck serviee to move their products either direetly between origin and
destination, or to/from a truck-rail transload faciluy

Given current fuel prices, direct truch service 1s most cost-eflcctive vis-a-vis rail service
for forest products shipments of up 10 300 miles  Accordingly, for shipments of 300 miles or
less previously handled by CORP (all of which are movements entirely within the State ol
Oregon), my analvsis assumed that the preferred alternative is direet truck service  As shown in
Attachment F, such shapments constituted approximately 1,103 carloads. or 23 percent off
CORP’s traffic in the Base Year. For traflic involving lengths of haul greater than 300 miles, [
assumed that truck-rail service via a transload facility is likely 1o be the most efficient alternative
to direct CORP-UP rail service. As shown in Attachment I, such shipments constituted
approximately 3.670 carloads, or 77 percent of CORP’s trafTic 1n the Base Year, I'raflic that 1s
nol conducive to dircet truck shipment can readily be transloaded from truch to rail (or vice
versa) at a number of existing transload lacilities. 'or example. UP has transload facilities at
Eugene, OR that would be suitable for transferning Coos Bay Subdivision traflic 1o/from UP's
lines CORP itsclf has a reload lacility at Green, OR (near Roseburg, OR). Team tracks that

could be used lor transloading are avanlable at other stations on CORP (Medford and Roscburg),

G-
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UP (Cugene). and PNWR/BNSFF (Iiugene). In addition, based upon informatien provided by
CORP marketing personnel. it appears that Roseburg Forest Products is moving shipments by
truch from its facility at Coquille, OR 1o another Roseburg-owned facility located at Dillard, OR.
lor shipment by rail in conjunction with products originating at the Dillard plant - Another
shipper, American Bridge Manufacturing, Inc , indicated in recent testimony in a related
procceding that it is currently transloading both inbound and cutbound bridge components via
Portland, OR *

As stated above, approvimately 96 percent ol all carloads that moved over the Coos Bay
Subdivision during 2007 originated or termnated at either Coos Bay or Coquille  Coos Bay and
Coquille are 118 and 135 mules, respectively, from Eugene. OR. Coquille (the origin of
Rosebury Forest Products” tratlic) 1s 61 highway miles from Roseburg’s facility at Dillard, OR
Fugene can be reached by truck from both Coos Bay and Coquille via the US-101 Coast Route
and Qregon State llighway 126 Highway routes arc likewise available for truck shipments from
Reedsport (via Scottsburg. OR) or Coquille (via Myrtle Pomnt, OR) to CORP’s transload facility
at Green. OR. or to the Roseburg Forest Products plant at Dillard, OR. [hese highway routes
could also be used to reach US -5 for direct truck shipments to or from points in California and
Arzona

B. Traffic Previously Handled Via The Coos Bay Subdivision Can Be Shifted
To Truck-Dirceet Or 'l ruck-Rail Transload Service At Reasenable Cost.

Following the embargo of the Coos Bay Subdivision in September 2007, shippers who
*had been utihzing CORP-UP rail service were required 1o switch to alternate transportation
services  Based upon my investipation. and information provided by CORP marketing

personnel, it appears that most of the trallic that was previously carried by CORP 1s currently

* Sve Finance Docket No 35130, Central Oregon & Pacific R Inc — Coos Bay Line, Coos-
Siskvou Shippers Coalition Reply filed June 3, 2008 (V S Jacquet at 1),
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moving in truck-rail transload service, and that the transload facility most frequently used for this
trallic is UP’s transload facility at Eugene. OR

I was ashed by CORP 1o estimate the additional costs that shippers on the Coos Bay
Subdivision arc incurring by utilizing truck-dircet or truck-ranl transload service today (and
would continue 1o incur il the proposed abandonment/discontinuance were approved)  As this
Part of my testimony demonstrates. [ ¢stimate that exercising the truck-rail transload or truck-
direct alternatives will impose additionat costs on shippers of about $2 9 million in the aggregate
for the year 2008. T'his represents an increase of 11 percent over the total transportation costs of
$25.9 milhion that Coos Bay Subdivision shippers would have paid for direet CORP-UP rail
service in 2008 1l rail operations on the Coos Bay Subdivision had not been interrupled

The methodology that | used 1o estimate the cost of truck-direct or truch-ranl transload
service was as lollows

First, [ sought to determine the costs that Coos Bay Subdivision shippers would incur
today for direct CORP-UP rail service if such service were available to them. The appropriate

measurc of the cost of such direct rail transportation is the amount that shippers would has ¢ paid

UP for rail service from ongin to destination  As witness Lundberg explains, under a
Cooperative Marketing Agreement ("CMA™) between CORP and UP, CORP handies all traffic
(other than a limited numbcr of local movements in which UP is not mvolved) as a “switching
carricr” for UP  Under this arrangement, traffic moves under a UP waybill, and UP sets (and
collects) the rate lor the movement. including the portion over CORP's lines  UP pays CORP a
flat “llandling Carnier Charge™ lor ¢ach loaded car that it handles over the Coos Bay Subdivision

lor UP's account  However, it is the freight rate paid by the shipper to UIP — not the “Handling

8-
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Carner Charge™ that UP pays 10 CORP — that reflects the cost 1o the shipper of rail service over
the Cous Bay Subdivision.

Because CORP doces not appear on the waybill, nor does it participate dircctly 1n the
waybill revenue for trafiic that it handles for UP (which 1s paid by the shipper 1o UP). CORP
does not maintain in the normal course of business trafTic data ilndiculing. for cach shipment, the
ulumate ongin or destination beyond CORP's Iines  In order to identify the ulumate origin or
destination of the trafTic, | relied primarily on the Board’s Carload Way bill Sumple for 2006 (the
most recent year for which waybill data are available). 1 augmented the traflic contained in the
Carload Wavhill Sample by adding certain shipments from the CORP database that did not
appear n the Carload Wen bill Sample but were known to be recurring movements (such as the
Georgia Pacific woodchip movement from Coos Bay to Toledo) In conducting my analysis, |
assumed that the origins and destinations bevond CORP’s lines rellected 1in the 2006 Curload
Waybill Sumple (as augmented) are generally representative of the origins and destinations of the
traflic hundled by CORP during the Base Year.

Second. ! determined the freight revenues that shippers would pay lor CORP-UP direct
rail service to or [rom the Coos Bay Subdivision. il such service were currently available In
order to do so, | consulted appheable price quotations lor shipments of the subject commoditics
to/from points on the Coos Bay Subdivision as published on UP’s website  Although rail service
on the Coos Bay Subdivision has been embargoed since September 2007, UP has maintaimed
rates for shipments to/ifrom the Coos Bay Subdivision on its website. | confirmed with UP that
the rates sct forth on its website continue to be vahd. and represent the rates that would be
charged by UP today for CORP-UP direct rail service if the line were not subject to the embargo

[ identified the currently applicable rate tor each CORP-UP movement that occurred during the

0.
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Basc Year ‘To cach rate | added the current (June 2008) apphicable UP fuel surcharge. Based
upon this methodology. [ calculated that the agpregate treight charges that Coos 13ay Subdivision
shippers would pay for direet CORP-UP rail service during 2008 (il such service were available)
would he approximately $25 9 million

[ hird. [ judged whether cach rail movement originating or terminating on the Coos Bay

Subdivision during the Base Year could be most efficiently handled in direct truck service or via
truck-ranl transload service. As stated above, for shipments of 300 nules or less my analysis
assumed that the preferred alternauve is direct truck service  Ior trallic involving lengths of haul
greater than 300 miles. 1 assumed that truck-ral service via a transload tacility is likelv to be the
most elTicient alternative o dircet CORP-UP ranl service  For cach movement assumed to shift
to truck-rail transload service, 1 determined (based upon the enigin/destination point on the Coos
Bay Subdivision and available information about the transload options currently used by certain
shippers) which transload location (Fugene, Portland. Roscburg, Green or Dillard. OR) offered
the most cificicnt transportation oplion

Fourth, [ determined the freight revenues that shippers would pay lor rail service to/from
the transload point assigned to cach movement that was assumed 1o shift to truck-rail transload
service  In order to do so, | agamn consulted UP’s price quotations for shipments of the subject
commodities between the transload point and the origin/destination point bevond CORP’s lines.
as published on UP’s websste  To cach raie | added the current apphicable UP fuel surcharge
‘Those rates (plus the applicable luel surcharge) represent the current cost of the rail component
of'the truck-rail transload option. Bascd upon this methodology. | calculated that the aggregate
freight resenues that Coos Bay Subdivision shippers would pay to UP for rail service between

the selected transload stations and the orgin (or destination) stations bevond CORP's Lines
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during 2008 would be approximately $21.0 million  Thus, the aggregate cost of the rail
component of substitute truck-rail service was estimated 1o be approvimately $4.9 million less
than the cost of CORP-UP direct ranl service to or from the Coos Bay Subdivision.

Fifth, [ developed the cost ol transloading shipments from truck to rail (or vice versa) al
the selected transload stations (Liugene. Portland. Roscburg, Green or Dillard, OR) A&M
Reload, Inc. provides transload services at UP’s ITugene [acility. s transload facility is within
casy driving distance of stations on the Coos Bay Subdivision. 1 estimated the cost of A&M
Reload’s transloading services by comparing UDP"s current quoted rates 1o vanous destinations
for shipments reloaded at Eugene with UP’s current quoted rates lor trallic originating at lZugence
that does not require transload service  The dillerence between the two prices quoted by UP
indicates that the cost of transloading tralTic via the A&M Reload facility 1s $247 per boxcar
{four truckloads) and $260 per rail flatear (four truckloads)

CORP has a spur track at Green. OR (near Roscburg, OR) that 1t has made available Tor
transloading shipments since the embargo of the Coos Bay Subdivision was put in place, CORP
makes this facility avaulable to Coos Bay Subdivision shappers at no charge, although shippers
arc responsible for providing their own transload labor and equipment. CORP offers customers a
$200 per railcar incentive for using this transload lacility. In estimating the cost 1o the shippers
of transloading freight via CORP’s Green facility (or at Portland. Roscburg or Dillard). 1 applied
the same transload charges ($247 per boxcar and $260 per rail flatcar) that 1 calculated lor
transloading via A&M Rcload"s facility at Eugene

Sixth. I estimated the cost of the trucking component ol both the truck-direct and truck-

rail transload options. Truck costs to/from Coos Bay Subdivision customer lacilities were

caleulated utllizing an internal truck costing model, supported by inlormation provided by the

-1
Williams Verified Statement



CORP-1
Public Version

CORP Marketing Department. My truck cost calculations took into account current luel, labor,
maintcnance and cquipment costs for transporting shipments over the road between cach Coos
3ay Subdivision origin (or destination) station, on the one hand, and either (1) the point of
destination (or origin) for direet truck shipments. or (2) the designated transload station for
shipments moving in truck-rail transload scrvice. Bascd upon these factors, the model calculated
truck costs ranging between $3.48 and $3.90 per loaded mile for the subject movements Tor
purposes of my analysis, | assumed that cach loaded rail car would require four loaded trucks
| further assumed that trucks handling traffic to/from points on the Coos Bay Subdivision would
experience a 100 percent empty return ratio - The latter assumpuon 1s conservative. given the
nature ol the traffic. As stated above, almost 97 percent of the tralfic that originates or lerminates
on the Coos Bay Subdivision consists ol lumber. plywood and other lorest products. These
commodities all can move on standard llatbed trucks In addition to the traftic formerly handled
by CORP. there are substantial volumes of forest products moving by truck to/from other points
in CORP’s service territory  Thus, it is quite possible (il not likely) that trucking companies
would be able to balance loads to/from former CORP customers with lorest products shipments
for ather customers. Such backhaul {or triangulated) movements could significantly reduee the
truck costs assumed in my analysis based upon a 100 percent empty return

Using the methodology described above, | calculated the total merease in transportation
costs for all Coos Bay Subdivision shippers that would result from switching lrom CORP-UP
direct ranl service to truck-direct serviee or 1o truck-rail transload service via Eugence. Portland,
Roseburg. Green or Dillard (as apphicable). The esumated cost of truck-rail transload service 1s

the sum of the rail rate to/from the transload station. the cost of transloading shipments hetween

-12-

Wilhams Venified Statement



CORP-1

Public Version

truck and rail. and the cost of transporting the shipment by truck between the transload station
and the origin/destination point on the Coos Bay Subdivision.

‘The results of my analysis are set forth 1n Attachment F. and are summarized in lable |

below:
Table 1
Estimated Increase in Shipper Fransportation Costs
(Millions)

Branch Closed

Dircet Truck and Truck-Rail Transload Costs $69
Reload Costs 0.9
Rail Costs 21.0
lotal $28.8
Branch Open

2008 Rait Costs 82549
Net Increase in Cosls 29
Percent Increasc 11%

Source’ Altachment F

As shown 1n lable 1 above, | estimate that shippers on the Coos Bay Subdivision
collectively are experiencing an increase of approximately $2.9 millien, or 11 perceent, annually
because ol the higher cost of the truck-direet or truch-rail transload transportation options that
they have been required to use as a result of the cessation ol ranl operations on the Coos Bay
Subdivision. Such an increase 18 not unrcasonable, particularly when compared with the high
cost of rehabilitating the Coos Bay Branch and returning 1t to rail serviee

Finally, 11 appears that the two largest shippers on the Coos Bay Subdivision also have
the potential abihity to shilt production from facilities attected by the proposed abandonment to
other nearby fucilitics  Georgia Pacific, which accounts for about | | percent of all rail traffic
that moved on the Coos Bay Subdivision during the Base Ycear, 1s a major international
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corporation with over 300 manufacturing facilities worldwide See

hitp #www.gp.com/aboutus/companyQverview/index.html. Thirteen Georgia Pacific facilities

are located m the state of Oregon. including a softlwood sawmill in Philomath, OR that is similar
o Georgia Pacific's Coos Bay sawmill. See

http.//gp.com/lacilitvdnectory/pdfiorezon_gd 2007.pdf, The Philomath facility 1s served by the
Portland & Western Railroad. Similarly. Roscburg Forest Products, which accounted for about

| | percentof all rail traflic that moved on the Coos Bay Subdivision during the Base Year,
operates several facilities 1in Oregon in addition 1o 1its Coquitle facihity. Roscburg’s other
facihiies include plywood production facilities at Dillard and Riddle. OR (both of which are
served by CORP lines that are unailected by the proposed abandonment) See

hup./ftcamrlpeo.com/egi-bin/s-mart plPcommand—showhiml&page=pioduct_map htm These

shippers — who collectively account for approximately | | percent of all rail traftic on the lines
proposed lor abandonment — may well be able to mitigate the effects of the proposed
abandonment by shifting production [rom plants located on the Coos Bay Subdivision to other

facilities in the State of Qregon or, 1n the case of Georgia Pacific. in other states,
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1, John Williams, declare under penalty of perjury that the foregoing is true and correct.

Further, I certify that [ am qualified and authorized to file this verified statement.
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Executed on 9“& ln , 2008

J Williams



ATTACHMENT A



Attachment A

Qualifications of John H. Williams

I am President of The Woodside Consulting Group, Inc., 385 Sherman Ave., Suite
1, Palo Alto, California 94306, a firm that specializes in railroad transporiation
consulting. 1am also President of the Northwestern Pacific Railroad Company, a start-up

railroad short line in Northern California.

I was educated at the University of Illinois, where I received an A.B. in Liberal
Arts and Sciences in 1962, with a major in economics. and an M.B.A. in 1963, with
finance as my area of specialization; my educational training included courses in these
fields as well as in marketing and operations. Although transportation was not a
recognized area of emphasis for either degree, that was my interest throughout college; as
a result, I completed almost every transportation course, either in the College of
Commerce and Business Administration or in the Department of Civil Enginecring,
otfered by Professors D. Philip Locklin (transportation economics), W. W. Hay (railway
engineering), and K. U. Floog (distribution).

In 1963, I joined the Southemn Pacific Transportation Company as a Transportation
Analyst in the Burcau of Transportation Research. Following a year of introductory
training, I was transferred to the Total Operations Processing System (“TOPS™) project,
which was responsible for designing and obtaining the adoption of a real-time.
computerized information system for planning, controlling. and evaluating railroad
operations. This was a pioneering project in computcrized management and control of

railroads, which was subsequently adopted by numerous other carriers.
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In 1966, I joined the Operating Department of Southern Pacific, working initially
as a brakeman on the Western Division and subsequently as an Assistant Trainmaster in
El Centro, California. In early 1967, I was promoted to Trainmaster at Lordsburg, New
Mexico, where I was responsible for supervising train operations over some three
hundred miles of Southern Pacific’s main line track, plus branch lines, between Tucson
and El Paso.

In 1968, 1 was granted a three-year leave of absence to join the Department of
Transportation’s newly formed Federal Railroad Administration in Washington, D.C. As
a Transportation Specialist in the Office of Policy and Planning, I provided cconomic and
operational analyses. and cvaluated, proposed, and assisted in the development of various
public policies affecting the railroads. I specialized in rail network restructuring (where I
developed FRA's first rail network model) and mergers, freight car supply, and other rail
operational issues, in addition to formulating FRA’s economic research and development
program. During that time, I also represented FRA as a member of Assistant Secretary
Charles D. Baker’s interdepartmental team which proposed dercgulation of the railroads;
many of the concepts and policies that we debated then have now been implemented
through the 4-R Act, the Staggers Act, and through subsequent Interstate Commerce

Commission and Surface Transportation Board initiatives.

In 1972, I returned to Southern Pacific as a Special Assistant in the Exccutive
Department, with responsibility for coordinating the preparation of Southern Pacific
Company’s corporatc ten-year financial plan. Later that year, I was promoted to Manager
of the Bureau of Transportation Research, the organization in which 1 began my railroad
career in 1963. In that capacity, ] managed a staff of some twenty individuals, reporting
directly to the senior executive management of Southern Pacific. We were responsible
for analyses of commodity and route profitability, cost-of-service calculations,

cvaluations of possible line abandonments, and analyscs of prospective investments and

1
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acquisitions — both railroad and non-railroad. In addition, we were responsible for
presentations before regulatory authorities; I appeared before the Interstatc Commerce

Commission on several such issues.

In late 1977, I was promoted to the position of Assistant to the Vice President in
the Executive Department of Southern Pacific. In that position, 1 managed the Office of
Special Projects, which was created in order to permit me to concentrate on those maiters
of particular importance to the senior executive management of Southern Pacific. At that
time, those special projects included Southern Pacific’s prospective acquisitions of the
Chicago, Rock Island & Pacific’s Tucumcari Line and of the Seaboard Coast Line System

— the latter now being a part of CSXT.

In August 1980, I left Southem Pacific to become Assistant Vice President —
Strategic Analysis for Consolidated Rail Corporation in Philadelphia. I reported directly
to the Chairman, Mr. Edward G. Jordan, and my responsibilities continued to be focused
in the mergers and acquisitions area. 1 directed the preparation of Conrail’s position on
the Norfolk Southern merger — and testified before the Interstate Commerce Commission
in that case — as well as the preparation of Conrail’s merger studies and policy position in
the Union Pacific/Missouri Pacific/Western Pacific merger case. In both instances, 1
participated in the negotiated settlements that resulted. I was also responsible for

designing and cvaluating structural alternatives to Conrail as a corporate entity.

In late 1981, I returned to San Francisco as Vice President/Land Transportation of
Manalytics, Inc , a transportation consulting firm. There, I was responsible for the

business devclopment and conduct of land transportation activities.

— R —— -
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In October 1983. I became President of The Woodside Consulting Group, Inc. In
this capacity, I am responsible for all of the business conduct and policy decisions of our
firm. We otfer a broad range of transportation consulting services, both to public

agencies and private sector clicnts, dealing primarily with railroad transportation issucs.

In March 1985, representing both the California Public Utilities Commission
(CPUC) and the California Department of Transportation, ] presented testimony before
the Interstate Commerce Commission in the proposed Southern Pacific/Santa Fe merger
proceeding. My testimony — which was cited in the Commission’s Decision — analyzed
the market impacts of that proposed merger on California and its shippers, and
recommended the imposition of conditions in order to mitigate the anticompetitive effects

of that merger, as proposed.

In October 1985, representing the Chicago & North Western Transportation
Company, I presented testimony to the Interstate Commerce Commission in support of
that carrier’s application for the construction and operation of a line extension into the
Powder River Basin in order to introduce rail competition to Burlington Northern in that

important market.

In May 1988, representing the Kansas City Southern, I prescnted testimony before
the Interstate Commerce Commission. including a substantial portion of the required
Exhibit 12 — Market Impact Analysis, in support of that carrier’s application for control of
the Southern Pacific Transportation Company. My testimony analyzed the market
impacts of a consolidated Kansas City Southern/Southern Pacific System on shippers,
competition, efficiency, and other carriers. I also submitted testimony in opposition to the
proposed Denver and Rio Grande Western/Southern Pacific combination, in which I
characterized those applicants’ Exhibit 12 — Market Impact Analysis as being unrealistic

in the marketplace. e— —
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During 1996, I provided consulting advice and analyses to the CPUC with regard
to the Union Pacific’s proposed acquisition of Southern Pacific. My recommendations
toward cnsuring the preservation of adequate and effective competition were included in

the CPUC’s presentation to this Board.

In June 1997, representing the Norfolk Southern Railway Company, I presented
testimony before the Surface Transportation Board as to the results of a Rail Traffic
Diversion Study conceming the likely impacts of the operation by Norfolk Southern of
Conrail’s Penn Lines on the traffic and revenues of affected railroads. The Board
accepted the results of that Study in its Decision approving the Conrail Transaction.
Subsequently, I was involved in many aspects of the transition to Norfolk Southern of the

Penn Lines’ portion of Conrail’s commercial functions.

In October 1998, representing the Norfolk Southern Railway Company, I presented
Market Impact Study testimony before the Surface Transportation Board as to the effects
on Norfolk Southern of the proposed consolidation of the Canadian National Railway
System and the Illinois Central Railroad System. My Study addressed probable traffic
volumes and train and traffic volumes on routes and at locations important to Norfolk

Southern.

As a part of our consulting practice during the past two decades, The Woodside
Consulting Group has undertaken more than three dozen regional railroad analyses,
including due diligence studies, the preparation of Business Plans, and asscssments of the
operating entities when the Business Plans were not being met. Included among the
railroads we have studied are MidSouth Rail Corporation, Paducah & Louisville
Railways, Inc., Dakola, Minnesota & Eastern Railroad Corporation, and Montana Rail

Link. For each such analysis, my responsihility has been either to prepare a marketing

|
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plan or to evaluate whether the marketing plan being presented was realistic. 1 also
served, on a part-time basis, as Chairman of the Board of Directors of the Dakota,

Minnesota & Eastern Railroad Corporation, from early 1992 through November 1993.

During my forty-four year career at Southern Pacific, Conrail, the Federal Railroad
Administration, Manalytics. and The Woodside Consulting Group, my work has required
me to consider many aspects of railroading, including marketing. opcrations, finance,
economics, planning and public policy. At FRA, the economic research and development
program [ developed included marketing studies of grain and perishable produce. At
Southern Pacific, I conducted and directed numerous marketing studies of both deficit
and highly profitable railroad commodities (including lumber, wood chip, automotive,
chemical, intermodal, perishable, sugar beet, and iron ore traffic), as well as of competing
modes. At the higher corporate levels my positions entailed beginning in 1972, the types
of work for which I was responsible required me to consider all aspects of railroading,
including the three basic functional areas of marketing, finance, and operations. Asa
consultant, ] have provided services to clients encompassing most aspects of railroading —
including primarily mergers and strategic planning, marketing, finance, operations,

economics, and public policy.
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State-to-State Flows For Coos Bay Branch Traffic

Type of Origin Destination 2006 % of
N Traffic State State Carloads Total
Originating OR CA

OR OR
OR iL
OR AZ
OR TN
OR WA
OR uT
OR Ml
OR MN
OR OK
OR KSMO
Sub-Total
Terminating
BC OR
AB OR
AR OR
WA OR
wy OR
Sub-Total
Total
Source: 2006 Carload Waybill Sample
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