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THOMAS E McCEARLAND, PC.
208 SOUIH LASALIE STREET - SuiTr: 1890
CHICAGO, 11 LLINOIS 60604-1112
TELEPHONE (312) 236-0204
Fax (312) 201-9695
mcfarland@aol com
THoMASs F McFARLAND

July ?5, 2008

By UPS overmight mail EPED
(Monday delivery} Ofﬁcanrﬂ;rot:caedmgS

JUL 2 @ cuad
Annc K Qu:nlan, Esq
Part of
Acting Secretary Public Record
Surface Transportation Board
395 E Street, S W, Swite 1149 [ ]
Washington, DC 20024

Re  Docket No AB-398 (Sub-No 7X), San Joagquin Valley Railroud Compuny: --
Abandonment Exemption -- in Tulare County, CA

Dear Ms Quinlan

Enclosed please find an onginal and 10 copies of Request For Establishment Of
Conditions And Amount Of Compensation, for filing with the Board 1n the above referenced
matler

Also enclosed 1s a check 1n the amount of $22,700 for the filing fee

Very truly yours,

’r;m }’l'\d:\c\ml- fftvv -
Thomas F McFarland FEE RECEWED

Attorney for Offeror
JUL 2 8 2008
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Deputy County Counscl
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BEFORE THE
SURFACE TRANSPORTATION BOARD

SAN JOAQUIN VALLEY RAILROAD )

COMPANY -- ABANDONMENT ) DOCKET NO AB-398
EXEMPTION -- IN TULARE COUNTY, ) (SUB-NO 7X)

CA )

REQUEST FOR ESTABLISHMENT OF
CONDITIONS AND AMOUNT OF COMPENSATION

Pursuant o 49 U S C § 10904(f)(3) and 49 CF R § 1152 27(1}2)(u), TULARE
COUNTY, CALIFORNIA (*“the County”) hereby requests the Board to establish conditions and
amount of compensation for purchase of a 30 57-mule rail line between Strathmore and Jovista,
CA (“the Jovista Lme”) [rom SAN JOAQUIN VALLEY RAILROAD COMPANY (“SJIVR™)

The County 1s one of two oflerors who filed an offer of financial assistance (OFA) to
purchase the Jovista Line  The other offeror 1s TULARE VALLEY RAILROAD COMPANY
(“TVR™) SJVR sclccted TVR as the offcror with whom 1t desired to negotiate for sale of the
Jovista Linc At the end of the 30-day penod for negotiations, TVR advised the Board that it had
not reached agreement with SJVR for purchase of the Jovista Line, and that 1t would not request
to Board to establish conditions and amount of compensation for such a purchase Pursuant to 49
CFR § 1152 27(1)(2)(nn), that tnggered a 10-day period within which the County could file such

arequest This 1s the County’s Request



AMOUNT OF COMPENSATION AND CONDITIONS REQUESTED
For the reasons stated 1n this Request, the Board should cstablish thc amount of
compensation for purchase of the Jovista Line at $1,198,850, and should impose the customary

conditions in OFA proceedings for closing of the purchasc ¥

REASONS WHY THE COUNTY’S YALUATION
1S CORRECT AND SJVR’S VALUATION IS NOT CORRECT

The County’s Valuation Is Correct

The amount of compensation sought by the County 1s bascd on a nct valuc of $1,257,350
{rounded) for rail, other track matcrial (OTM), and crosstics, as sct forth in the venfied statement
of Mr Gary V Hunter of Railroad Industnies Incorporated, which 1s attached to this Request as
Appendix 1, plus a net value of $23,500 (rounded) for signals and turnouts, minus $82,000 for
the cost of grade crossing restoration  That cost and net value of signals and turnouts are part of
SJVR’s valuation of the Jovista Line at $2,812,470, as appears m Exhibit 1, dated June 13, 2008,
attached to SIVR’s Responsce to Offer of Financial Assistance, filed Junc 17, 2008 A copy of
that SIVR valuation 1s attached to this Request as Appendix 2

The components of the amount of compensation sought by the County are 1dentificd

below

- Those conditions are

4)] closing to be held on or before 90 days following the Board’s decision
sctting the purchase price,

(2) purchase price to be pard 1n cash or by certified check,

(3) property to be conveyed by bill of sale (all assets are personal property),
and

(4)  rclcasc from any systemwide mortgage to dehivered no more than 90 days
after closing
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TRACK COMPONENT NET VALUE * SOURCE

Rail and OTM $1,257,350 Appendix 1
Crosslics 0 Appendix |
Signals 23,500 Appendix 2
Turnouts 0 Appendix 2
Remove Crossings (82,000) Appendix 2
TOTAL NET VALLE $1,198,850

* Some values are rounded Cost to remove turnouts exceeds their value

Mr Hunter 1s highly competent 1o value the Jovista Line by virtue of his valuation of
numcrous rail lincs over a 32-year career 1n rail transportation while employed as a consuliant to
rallroads and by two western rail carriers His valuation 1s based on a careful two-day inspection
of the rail line on July 2 and 3, 2008

Bascd on the condition of the rail and OTM that Mr Hunter obscrved during his
mspection, and on his experience, he valued the 80-pound and 90-pound rai1l and OTM 1n the
Jovista Lme as scrap at S300 per ton That unin value 1s based on the value for scrap rail and
OTM that appears 1n the Amerncan Vetal Market Pricing Archives as of June 30, 2008 Mr
Hunter valued the small amounts of 113-pound and 112-pound rail and OTM 1n the Jovista Line
as relay at $530 per ton The source of that value 1s the same as the source of his scrap value
(Appendix 1, Appdx GVH-1, GVH-2)

Mr Hunter valued the crossties in the Jovista Line at zero because based upon their poor
condition observed dunng his inspection, the cost to remove, transport and disposc of the
numerous crosstics that would be scrapped would equal or exceed the value of the relatively few

crossties that could be relaid or be sold for landscaping (Appendix 1 at 2-3, Appdx GVH-3)



The values for signals and turnouts and the cost for restoration of crossings were derived

from SJVR’s valuation (Appendix 2)
SJVR'S Valuation Is Not Correct

SIVR'’s valuation of the Jovisia Line is not reliable becausc 1t cannot have becn based on
a personal inspection of the Jovista Line That 1s so because most of the track materials valued
by SJVR do not exist in the Jovista Line

Thus, STVR’s valuation 1s based pnmarily on 75-pound rail and OTM SJVR claims that
there are 30 32 miles of that weight of rail and OTM 1n the Jovista Line (90 percent of {otal rail
and OTM) (Appendix 2 hereof) The fact 1s, howcever, that therc 1s no 75-pound rail in the
Jovista Line -- not a single piece of that weight of rail in the entire line  (Appendix 1 at2) Nor
1s there any 110-pound rail in the Jovista Linc, which s also part of SJVR’s valuation (/d )
SJVR must have mistakenly submitted a valuation for the Jovista Line based on valuation
records [or another ol 11s rail lines that 1s constructed primanly of 75-pound rail In any event,
the weight of ra1l and OTM valued by SJVR does not match the weight of rail and OTM that 1s
actually laid 1n the Jovista Linc

The County submits that SJVR’s valuation 1s required to be rejected becausce as shown, it
1s not predicated on track materials that exist in the Jovista Line

SJIVR 1s likely to offer into cvidence a purchasc offer for the Jovista Line made by A&K
Railroad Materials (A&K) That purchase offer 1s understood to be for an amount that
approximates SJVR’s claimcd valuation of the Jovista Linc  SJVR 1s likely to contend that the

A&K purchase offer establishes the fair market valuc of the Jovista Line



The Board should decline to give weight to the A&K purchase offer A&K 1s a track
salvage company that 1s closcly affiliated with TVR -- the same TVR that only a few days ago
declined to pay the same price for the Jovisia Line that 1ts non-carricr affiliate 1s now supposedly
willing 1o pay

That turn of events cannot pass a “‘smcll test” There 1s too much opportunity for
collusion and mischief 1n that scenario for the Board to go along with it  The offer made by
non-carrier A&K may well be designed to establish an inflated purchase price in the OFA
proceeding that the County would be unwitling to pay, thereby paving the way for A&K to
purchase the Jovista Line outside the OFA process at a lower price, which could be collusively
agreed to with SJVR [f the County nevertheless were to pay that inflated price, SIVR could
sharc the windfall amount that 1t would receive with 1ts partner in mischiel, A&K Either way,
SJVR and A&K would unjustifiably mamipulate the OFA valuation sysiem to their benefit The
only way that the Board can effectively police such a scheme 1s to prevent 1t from occurnng in
the first place by refusing to recognmze A&K'’s inflated purchase offer This mnflated offer by
A&K 1s not the market price

CONCLUSION AND REQUESTED RELIEF

It 1s apparent that SJVR's position 1n this matter 1s designed to lead to removal of the
tracks and nonrail usc of the Jovista Line, whilc the County’s position 1s aimed at revival of rail
operations indefimitely mto the future The National Rail Policy at 49 US C § 10101 strongly
tavors the County’s position (¢ g , subparagraph [4], “1o ensure the development and
continuation of a sound rail transportation system . . . to meet the nceds of the public and the

national defense ) That does not mean that the Board should fix a price for the Jovista Line at
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by

less than 1ts fair market value [t does mean that the Board should credit the County’s evidence

of net iquidation valuc where, as here, that evidence 1s based on a careful personal inspection of

the Jovista Line and on documented unit values, whereas SJVR’s evidence 1s based on track

asscts from some other rail line and a purchase offer for nonrail use that would undermine the

integnty of the Board's OF A process

WHEREFORE, the Board should fix the amount of compensation payable for the Jovista

Linc at $1,198,850, and should impose the customary conditions for closing of the purchase as

set forth m note 1, supru

KATHLEEN BALES-LANGE, ESQ

County Counsel \
Arkavme $idve QM/

ARLENE SILVA, ESQ

Deputy County Counscl

2900 Wesl Burrel Avenue
Visahia, CA 93291
(559) 733-6263

DUE DATE July 28, 2008

Respectfully submitted,

TULARE COUNTY, CALIFORNIA
2900 West Burrel Avenuc
Visalia, CA 93291

Offeror

’ILAM'WO F l‘l‘\(.(gv\_lfw-‘g\'

THOMAS F McFARLAND
THOMAS F McFARLAND,PC
208 South LaSalle Street, Suite 1890
Chicago, IL 60604-1112

(312) 236-0204

(312) 201-9693 (fax)

mcfarland@acl com

Attorneys for cror
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Docket No AB-398 (Sub-No 7X)
VERIFIED STATEMENT OF GARY V. HUNTER

My name 1s Gary V Hunter Tam a rail transportation consultant employed by Railroad
Industines Incorporated, 1575 Delucchi Lane, Suite 210, Reno, NV 89502

Irecerved a Bachelor of Arts degrec n business and a MBA degree from San Francisco
Statc University in 1976 and 1979, respectively My railroad career began 32 years ago in the
Opcrating Department of Western Pacific Railroad Company for whom I worked from 1976 to
1981 T held scveral positions in the Marketing Department of Southern Pacific Transportation
Company from 1981 1o 1987 In 1983, I formed Railroad Industnes Incorporated, as a rail
transportation consulting firm In the 25 years since my affiliation with that firm, 1 have
mspected numerous rail lincs to determine their net liquidation value (NLV)

I was rctained by Tulare County, Califormia to inspect the Strathmore-Jovista, CA rail line
and to provide cvidence of the NLV of that rail line 1 inspected that 30 57-mile rail line over a
two-day period on July 2 and 3, 2008

Bascd on that inspection and on my investigation of current values of track materals, 1t 1s
my opinion that rail, other track matcrials (OTM), and crosstics in that Line have a net salvage
valuc of $1,257,353 62, rounded 1o $1,257,350 Attached to this Statement as Appendix GVH-1
1s a chart that reflects my valuation of the ra1l and other track matenals in the line at
$1,257.353 62

Bascd on my personal inspection, 1 determined that 30 52 of the 32 57 mulcs 1n the rail
line (including 1n sidings), or roughly 94 percent, consists of rail weighing 80 pounds per yard
There are small amounts of 113-pound, 112-pound, and 90-pound rail in the line, primanly in

crossings and sidings | valued the rail that 1s heavier than 110 pounds per yard as relay rail at



Dockect No AB-398 (Sub-No 7X)
VS - Gary V Hunter
Page 2
$530 per ton | valucd the rail that 1s lighter than 100 pounds per yard as scrap at $300 per ton
My determination of the quality of rail as relay or scrap was bascd on the condition of the rail
that 1 observed, and on current demand for rail and track matenal My expenence 1s that rail over
110 pounds per yard can be used as relay, rail below 100 pounds per yard is sold as scrap, and
rail in between 100 and 110 pound weights 1s often sold as reroll [ determined the values for
relay and for scrap rail and OTM from the American Metal Market Pricing Archives as of June
30, 2008, a copy of which 1s attached as Appendix GVH-2
In a Response to Offer of Financial Assistance filed on June 17, 2008, San Joaquin Valley
Railroad Company (SJVR) valued the Strathmore-Jovista rail ine at $2,812,470. 1 disagree with
that valuation
1t 15 clear 1o me that SJVR’s valuation was not bascd on a personal inspection of the rail
line SJVR states that the great majority of the rail Iine consists of 75-pound rail (See Appendix
2 autached to the County’s Request) If SIVR had inspected the line, 1t would know that there 1s
not a single ra1l length n the line that weighs 75 pounds per yard Likcwisc, SJIVR states that
there 1s 110-pound rail in the line, but my inspection proves that there 1s no such rail m the hne
Moreover, SJVR’s valuation does not identify the 113-pound rail that I observed during my
mspection It 1s cvident from thosc deviations that SJVR valucd the rail linc not on the basis of a
personal inspection, but rather on the basis of erroneous SJVR records of the consist of the rail
line

Attached to my Statement as Appendix GVH-3 1s a chart that reflects my valuation of the

crossties in the ine at zero [ did not ascribe a posiuive value to the ties because the cost 1o



Dockct No AB-398 (Sub-No 7X)
VS - Gary V Hunter
Page 3
remove, transport, and disposc of the scrap tics would equal or exceed the gross value of all
crossties Additional evidence that SJVR failed to inspect the rail line for purposcs of 1ts
valuation 1s 1ts ireatment of 55 percent of total ties as either relay or landscapc (Appendix 2
attached 1o the County’s Request) 1t was cvident from my inspection that there has not been any

meaningful crosstie replacement on the line for many ycars, and that many morc than half of the

Lies are in such poor condition that they have no use as rclay or landscape
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NONFERROUS SCRAP PRICING
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. Liquidation Valune of Railroad Asset
‘e , San Joaq_in Valley Railroad- Exeter South - MP 268.6 to MP 299.11 June 13,2008

}‘ -5 g ARG Srat el e s o ,_,7:,_-““'. uq',ﬁ, :

- L] -
"'-'J =1, L

Total $ GT

Ve e

112 nt 1B7 26 374 53 334 40 nlny $1,000 8374 528

1121 jot | 18726 18726 16720  reroll $725 $121220
751b mt 3032 12144 368206 328755  scrap $605 51,988,970
90t mt 02 15048  30.10 2687  rewl $725 $19452
1101 mnt 02 17811 3562 318l scrap $605 $19,242
Totals 33.72 4309.57 334783 T Total Rabl Valuc_|_ $2,533,443

nt
7516 nt 3032 500 151600 135357  scrap $745 $1,008,411
90Tb int 0.2 50.0 10.00 893  relay $1,000 $10,000
11086 mt 0.2 570 1140 10.i18  scrap $745 $7.583
Totals 372 1789.40 _ 1597.68 | _Total OTM Value | $1,277,994 |

15174 $121,392
Landscape 40% 3337 40464 54 5161,856 Gates 3 53,000 $13,000
Serap 4A5% 33.7 45522 Total all Signals 847,

Total Tie Value $283,248

$1,500 16 $24,000.0

112b No 11 5 45 ?260 2018 I'elay $4,500 $22,500
110D No 10 3 45 13.33 119N relay 54,000 $£12,000
901b No 10 10 1.9 1930 17.23 relay $2,500 $25,000
Totala 31 80.34 71.73
Unit  Cost anﬁtyl .
Dismantie Rail (CWR) NT $65
Dismantle Rafl (Jolnted) NT $50 6099 NT 53049486
Transport Rail & OTM NT $65 6179NT $401,655.2
Remove Tiea BA $2 101,160 §202,3200
Traxsport Ties EA $3 101,160 $303,480.0
Remove Relay Tumouts EA $2,500 3 $71,500.0
EA
EA
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STATE OF NEVADA )
) §8:
COUNTY OF WASHOE )
GARY V. HUNTER, teing duly swor on oath, deposes and stafes that heo has read the
foregring responses, that he knows the contonts thersaf, and that the facts thavein statod e true

snd comact.

V. HUNTER

SUBSCRIBED AND SWORN to
dofwe metyis 2 day

of July, 2008. -
. P ANASTACIA SULLIVAN
g 1) oW\ Notary Public - Stats of Nevada
=L LA~ N S wwhmm
Notary Poblic B e B e

My Coumimion Bepires: /() 5/~ 7T



CERTIFICATE OF SERVICE
I hereby ceruify that on July 25, 2008, I served the foregoing document, Request For
Establishment Of Conditions And Amount Of Compcnsation, on Louis E Gitomer, Esq , Law
Offices of Louts E Gitomer, 600 Baltimore Avenue, Suite 301, Towson, MD 21204 and Scott G
Williams, Esq , Semor Vice President & General Counscl, Rail America, Inc, 5300 Broken

Sound Boulcevard, N W, Second Iloor, Boca Raton, FL 33487, by UPS overmight mail

Thanavo F IMe chLam,..&\
Thomas F McFarland




