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“and Discontinuance of Service - in Coos, Douglas,and = ) Docket No. AB-515 (Sub-No. 2)
Lane Counties, Oregon (Coos Bay Rail Line) D
' )

RESPONSE OF APPLICANT IN OPPOSITION TO PORT OF COOS BAY’S
-~ MOTION FOR BOARD ORDER TO REDESIGNATE CERTAIN
INFORMATION CURRENTLY DESIGNATED HIGHLY CONFIDENTIAL
BY THE APPLICANT IN ITS ABANDONMENT APPLICATION

_Central'Ozfegon & Pacific Railroad Inc. (“CORP™) hereby responds to the Motion for
Boa_rd Order to Re-Designate Certain Information C_urf.cntly Designated Highly Confidential by
the Ap,pliéant in Its Abandonment Application (the “Motion to Redesi-gnaté’-’) ﬁléd in the above-
captioned proceeding on July 30, 2008 'by-the Oregon International Port of Coos Bay (the
“Poﬁ”j. The Pbﬁ’s Motion asks the Boafd to require 'CORP. to redesignate as eiiher *Public” or
“Confidential” the vast majority of .-the data and information that CORP has designated as
“Highly Conﬁdential_’; pursuant to the terms of the Profeétive Order issued in the above-
captioned proceeding on July 15, 2008. Indeed, the Port objected to giving CORP the ability to
protect the confidentiality of any data or information contained in the Application by filing a
motion ée'ek-ing réconsidératioﬁ and “withdrawal” of the Pfotective Order. In denying that
motion, the Board determined that “CORP wés entitled to seek protection for information it
déemed appropriate” and that “good cause was found to grant the ﬁmti_on” for a Protective Order
.in this case. STB:Docket No. AB-515 (Sub-No. 2), Cem‘rél Oregon & Pacific R. Co. -
Abandonment and Discomfinuaﬁce ofSeri’ice (served August 1, 2008) (“Protective Order

Reconsideration Decision”) at 4.




The Motion to Redesignate is premised on a strained interpretation of the terms of the
Protective Order, and hyper-technical objections to the r‘ed_action of certain non-confidential
information on Attachments to the Verified Statement of witness Williams that consist primarily

of data and information (such as shipperF-speciﬁc traffic data) that is unquestionably Highly

Confidential — even though the non-confidential information on those Attachments appears

mwhege in the “Public” version of the Abandonment Application. More fundamentally, the

_ Port— whic-h is represented by experienced transportation @ounsel and several outside consultants

in cé@ection with this abandonment p‘rbceeding and the Port’s related Feeder Line Application
| — has failed to demonstrate that CORP’s designations adyersely affect the Port’s ability to
‘participate fully in this proceeding. In.short, the Port has failed to articulate a leg'itimaie basis for
_cornplajnt with CORP’s conﬁdentiality designations, and its Motion should be denied.

I. . CORP’S DESIGNATIONS DO NOT PREJUDICE THE PORT'S ABILITY TO
PARTICIPATE FULLY IN THIS ABANDONMENT PROCEEDING.

The Port has not demonstrated that CORP’s designation of certain data and information
as “Highly Confidential” prejudices the Port’s ability to palftici'pate gctivcly in this abandonment
proceeding. As the Board observed in the Protective Order Reconsideration Decision (at 4),
“[t]he Port has retéined the sérvices of outside co.unsel and expert consultants who have access to
the confidential material p;otected by the order.” Those reﬁreseﬁtatives. of the Port have
compiete access to all'data.'and information that CORP designates as “Hi-ghly Confidential” in’
either this abandonment case or in the reiatéd proceedings on the Port’s Feeder Line Application,
Indeed, the Port’s counsel executed the required Undertaking and obtained the Highly
'_Cohﬁdential version of the Application within 24 hours after the Board issued the Protective
Order in this case. Parties routinely participate in STB proceedings in wh_ic_ﬁ certain information

is restricted to outside counsel and consultants. The Port has offered no reason why it cannot




- likewise participaie fully in this proceeding while abidin.g bf the terms of the Board’s standard
- protective order. | |

The Port’s contention that data and information contained .in the Application should be
made public, regardles's of its commercial sensitivity, sinipiy because this proceeding ihvolves a
proposed abandonment that is an “importént issue for the .state, citizens and businesses in a large
afea of southwestern Oregon (Motion to Redesignate at 5) lacks merit. The Board routihely
issues protective orders in cases that raise issues of local, regional and. national sigrﬁﬁca;\ce. The
Port’s further suggestion that CORP’s designations interfere with the ability of the public
gene_raily to participate in this proceeding is belied by the fact that no party o;l_1_g; than the Port
has .m_ uested access to the Highly Confidential version of the IADplicétion. In any event, the

Port’s supposed concern about “public” access to CORP’s confidential information rings hollow

in light of the Port’s July 23, 2008 letter to CORP counsel, in which the Port proposed that
several categories of c'onﬁdential data and_information be made available to in-héuse personnel
for the Port only, while remaining “Highly Confidential” to the public generally. Motion to
Redesignate, Exhibit 1 (the “July 23 L'ettef”) at 3, 4. Mindful of the clear inconsistency between
the .fui'y 23 Letter and its Motion to Redesignate, the Port now says that it “did not like the
solution” set forth in the July 23. Letter and “Wi’thdraws such an idea under this proéeeding.” -
Motion to Redesignate at 15, n.8. Nevertheless, thé July 23 Letter -teveals. the true motivation for
the Port’s motion — to obtain for its own in-house personnel access to proprietary and

| commercially sensitive information that v&ould__ give the Port an advantage in negotiations with
CORP, UP and other parties in connection with its attémpt to acquire the Coos Bay Subdivision

under the Feeder Line statute. The Board should not depart from its well-established practice of




enabling litigants to protect commercially sensitive information from unnecessary public
disclosure solely to promote the Port’s business interests.

IL. CORP WILL REDESIGNATE AGGREGATED TRAFFIC, REVENUE AND
COST INFORMATION SET FORTH IN THE APPLICATION AS'“PUBLIC.”

"~ Asthe Motion to Redésignate indicates, at the time the Port filed its Motion, counsel for
CORP and the Port were engaged in discussions regarding a negotiated resolution of fhe Port’s
objections to CORP’s confidentiality designations. Indeed, the Port acknowledges that “in fact,
CORP’s counsel was the party to suggest that an agreement could be reached.between the
parties.” Motion to Redesignate at 13. Following thé parties’ initial discussions, and at the
suggestion of CORP counsel, counsel for the Port preparéd a detailed ite_th—lﬁydtem proposal for

the redesignation of certain data and information, which was set forth in the July 23 Letter.
| The July 23 Letter p_ropb&ed ge.n_efally that CORP redesignate as “Public” certain
.aggregated information, including CORP’s total revenues for the Coos Bay Subdivision, the
1ine’s total operating costs and the total “avoidable loss™ from operations. In addition, the Port
proposed that the terms of the Cooperati_ve. Marketing -Agre’err#ent (“CMA”) between CORP and
up (6ther than the specific Handﬁng Carrier Charges paid to CORP and the mechanism for
annual escalation of those charges) be redesignated as “Cohﬁdential,” but that CORP a.llow_ the
Port’s iﬁ~h0ﬁse personnel access to certain information (including the entire CMA and the
appraised value of specific land ﬁarcels) notwithstanding the fact that such information wouid
- remain “Highly Confidential” as to the public generally. See Motion to Redesig:iatc, Exhibit 1,
July 23 Letter, 79 2, 4. |

Counsel for the parties discussed the proposals set forth in the July 23 Letter on July 29.

_CORP’Q counsel advised counsel for the Port that CORP was willing to consider making certain

Highly Confidential information available to the Port’s in-house personnel on a business basis,




* but preferred that such disclosure be made pursuant to a private confidentiality agreement -

outside the context of th_is_procéeding fathér than by creating “exceptions” to CORP’s
designations under the Protective Order. Based upon that discussion, counsel for CORP
understood that the Port’s counsel would present the idea of a private confidentiality agreement
with her client, and that the parties would talk again within a day or two. However, the Port
never responded to CORP’s suggestion, Instead, the Port¥iled its Motion t0 Redesignate on
Wednesday, July 30,.2008.

* As the following discussion shows, many of the Port’s .ob_j'eetions could have been
resolved by continuing the parties’ negotiations. Specifically, CORP does not object to
redesignating as “Public” the following information discussed at pages 14, 16 and 17 of the
Port’s Motion to Redesignate:

e Application: Pages 2, 8, 11 (referenccs to total avoidable loss from Exhibit 1,
Line 7); Page 8 (percent increase in operating expenses from Base Year to
Forecast Year); Page 20 (reference to estimated subsidy payment from Exhibit 1,
Line 19). _

e . Exhibit 1, Lines 1-4 (aggregated revenue data); Line 5 (total on-branch costs);
Line 6 (total off-branch costs); Line 7 (total avoidable costs and total avoldable
loss); and Lines 8-19 (subsidy and aggregated NLYV information).

s Verified Statement of witness Baranowski: _redachons on Page 3 (aggregated
carloads and revenues); Page 9 (references to total off-branch costs and working
capital from Exhibit 1); Page 10 (references to aggregate land and track asset
NLYV data from Verified Statements of witnesses Rex and Bader); Pages 13-14
(total Forecast Year revenues, avoidable on-branch costs, avoidable off-branch
costs and total avoidable loss); and Page 14 (estimated percent increase in
operating expenses between Base Year and Forecast Year); Attachment 4
(opportunity cost).

¢ Verified Statement of witness Williams: Attachments C and E

¢ Verified Statement of witness Rex: Page 3 (aggregate NLV of land)
Attachment 1, Pages 1-7 (explanation of methodology).

e Verified Statement of Marc Bader: Page 4 (aggregate NLV of track assets)




Copies of revised pages reflecting these redesignatiohs, to be substituted in the “Public”
vcréion of Application, a?e set forth in Exhibit 1 to this Reply.

In addition to the redesignations listed above, the Port asks the Board to require CORP to
redesignate as “Public” (1) the names of shippers, carload totals and column headiﬁgs for the
years “2005, “2006”, and “2007” on Attachment B to the Verified Statement of witness
Wiilims); (2) the stations names, carload totals and column headings for the years “2003,
“2006", and “2007” on Attachment D to the Veriﬁed Statement of witness Williams; and
(3) operating inco:ﬁe figures for the Coos Bay Subdivision for 2002 and 2003, which appear at
page 5 of the Application. The Port’s objections to these designations are both hyper-technical
and pointless. The names of shippers se;ved by the Coos Bay Subdivision appear in Table 3,
Table 4 and Table 5 of the Application (see Application at 21-23), and several of those shippers
are refer.r.ed fo elsewhere in the Application and accompanying testimony. The carload totals at
the botto_m of Attachments B and D are provided in multiple places elsewhere in the “Public”
version of the Application. See Application at 2, 5; V.S. Lundberg at 4; VS Williams at 3. The
ﬁames of the stations served by the Coos Bay Subdivision likewise appear elsewhere in the-
“Public” vers_ion of the Application. Seee.g., Applic_ation,_Exhibit 4 at 1-2. Requiring CORP to
redesignate poi’ﬁons of Attachments B and D simply to provide an additional reference to this
infqrmatioh woulﬂ serve no useful purpose. Indeed, re-publishing a “Public” version -of
AttachmentB .in the form proposed by the Port (i.e., redacting only thg number of cars
transported by specific shippers) would create the misieading impression that all of the shippcrs
listed on Attachment B actualiy used the line in each of 2005? 2006, 2007 and the Base Year,
when in fact (as the Highly Confidential version of Attachment B shows) many of those shipﬁers

did not ship any cars during one or more of those years. The Port’s insistence that CORP




redesignate the reference to its 2002 and 2003 operating incéme for the line is also 'pointless. As |
the Port it_self acknowledges, those figures are already part of the public record in the related
| Show Cause proceeding, Finance Docket No. 35130, Central Oregon & Pacific Railroad, Inc. —
Coos Bay Rﬁil Line. N
‘As the Board stated in denying the Port’s request for reconsideration of the Protective
Order, “to the éxtem that certain iﬁfonnation may have al_fgady been released to the public, the
 Port cannot argue that the public has been denied the right to view it.” Protective Order
Reconsideration Decision (servéd. August 1, 2008) at 2. The Port’s hyper-technical obiections to
the designation of these items _éhould. be rejec-ted.

IIl. THE PORT’S REMAINING OBJECTIONS TO CORP’S DESIGNATIONS
ARE MERITLESS.

- The remaining items for which the Port asks the Board to order a redeéignation by CORP
are the following:

1 The Port requests that CORP be required to redesignate the CMA between CORP
and UP as “Confidential.”

2. The Port requests that CORP be réqmred to redesignate the appraised value of
specific parcels of right-of-way land as “Public.”

3. The Port requests that CORP be requlred to redesignate Attachments 1,2and 3 to
~ the Verified Statement of witness Bader, which contain the values assigned to
specific track assets in determining the NLV of the line, as “Public.”

4. The Port requests that CORP be required to redesignate information regarding the
detailed calculation of operating costs for the line to be redesignated as
“Confidential.” '

‘The Port has failed to demonstrate that CORP’s dg:si-gnaﬁon of these materials as “Highly

Confidential” is in any way inconsistent with the terms of the Protective Order or with CORP’s

legitimate interest in protecting pfoprietary and commercially sensitive information from




unnecessary public dissemination. Nor has the Port shown that its ability to participate in this
abandonment proceeding is pre_]udzced by those demgnatlons |
A. The CORPIU P Commercial Marketing Agreement
The Port’s contention that the Board should require CORP to redesignatc its CMA w11;h
UP as “Confidential” is based upon a strained interpretation of the Protective Order. Citing the
reference to “confidential terms of ébntracts” in the definition of “Confidential Information™ set
forth in Paragraph 1(b) of the Protective Order, the Port claims that that CORP “proposed” [in
.. the Protective Order submitted to, and approved by, the Board] té designate all contracts as
“Confidential” rather than “Highiy Confidential.” This assertion ignores the plain language of
Paragraph 6 of the Protective Order, which specifies that information r.egafding “division of
rates, trackage rights compensation levels, [and] other compensatidn between carriers” are to be .
t'reate.d as “Highly Co;jﬁdentiai;’ under the Prbtective Orde.r. This language is standard in
- virtually every Protectwe Order issued by the Board, and such information has routinely been
classified as “nghly Conﬁdenual” in other Board proceedings. The CMA, which estabhshes the
compensation received by CORP for handling traffic in UP’s account, is clearly an agreement
relating to “division of rates” and “compensation between carriérs.” Acdordi‘ngly, CORP’s
' designation of the CMA as “Highly Conﬁdential’; is consistent with both the letter and the intent
of the Protective Order.
Moreover, as the Port acknowledges (Motion to Redesignate, Exhibit 1 at 3), the CMA
_prbhibits either party from disclosing its terms without the consent of the other party. CORP
3 céntacted. UP to determine whether it would object to CORP prodﬁcing the CMA in this |
proceeding, aﬁd UP'advi_sed. that it would not object “so long as the dqcuments are deSignated
“highly confidential’.” Sée Exhibit '2.(email message dated July 23, 200'8.-from UP counsel

Robert Opal to Terence Hynes). Thus, -COR_P';S_ designation of the CMA as “Highly




oeEms

Confidential” was consistent with — indeed, it was required by — CORP’s con&actual obligations
to UP.

The Port’s suggestion that access to the confidential terms éf the CMA is necessary to
enable i_ts in-house personnel to “evaluate whether to file an OFA” or to “make a reasoned and
_i'ntclligent deciston regarding the future prospects for rail 'service_ on the line” (Metion to
Redesignaté at9) is unpersuaéive. The Speciﬁc terms qf the CMA are irrelevant to a potential
OFA; which is based upoﬂ the estimated subsidy required to offset ongoing operating losses plus
the opportunity cost of maintaining service on the line. As discussed in Part I above, CORP has
agreed t;:y- redesignate as “Public” all of the aggregated data upon which its estimated subsidy
calculation is based. Nor is access to the CMA necessary to enable the Port to pursue its pending
Feeder Line Application in Finance Docket No. 35 160. As thé Port has acknowledged in that |
proceeding, CORP’s agreements with UP are not transferable to a potential purchaser of the line,

and the Port will be required t_é negotiate its own arrangements with UP. Indeed, disclosing the

confidential terms of the CMA to the Port’s in-house personnel would give the Port an unfair

competitive advantage in such negotiations with UP. Accordingly, the Board should reject the

~ Port’s motion to redesignate the CMA as “Confidential.”

B.  Parcel-Specific Land Appraiéal Information

As discussed in Part II above, CORP has agreed to reclassify as “Pubiic_” all references to
the aggregate NLV of the land constituting the Coos Bay Subdivision’s right-of-way. The Port’s
further request that the Board require CORP to redesignate parcel«-spéciﬁc informatibn regarding
the appraised value of right-of-way land as “Public” should be rejected. Paragraph 6 of the

Protective Order explicitly included “confidential information regarding the appraised value of

'CORP-owned land” within the materials that may properly be designated as “Highly

Confidential.” Nor can there be any real dispute that CORP’s parcel-by-parcel appraisal of the

9




%;alue of the real prdpérty underlying the .Coos.. Bay Subdivisic?)n is botﬁ highly confidential and
commercially sensitive. Public d_isclosure of such information would be extremely prejudicial to
CORP'because it would inform prospective purchasers of .CORP-OWned land of CORP’s
assessment of the value of that land. Such knowledge would confer a substantial competitive
advantage on potential buyers in land sale negotiations 'and.wéuld, in all likelihood, reduce the
amount that CORP might oth_emise obtain for its property if the line were liquidated. Indeed,
even redesignating this information as “Confidential” (anﬂ thereby making it available to the
Port’s in-house .pcrsonnel) would place CORP at a compétitive disadvantage in negotiations with
the Port aimed af a possible resolution of the issues in this aba_tidonment proceeding and the
:rélatcd feeder line proceeding in Finance Docket No. 35160.

Thé Port does not articulate any compelling reason why public disclosure of parcel-
specific land appra.is.als is necessary. As the Board observed in deﬁying the Port’s pet_itioﬁ'for
reconsideration of the Protective Order, the Port has retained outside counsel and several
* consultants (including a land appraisal expert) in connection with the abandonment and feeder
line application proceedings. Profective Order Reconsideration Decision at 4. 'Thpse- counéel
“and consultants will havé full access to the Highly Confidential parcel-specific information for
purposes of this proceeding. |

The Port’s assertion that information regarding the status of CORP’s title to sbeciﬁc
pﬁrcels_ ‘is “a matter of public record” (Motion to Redesignate at 12) and therefore should be
designated as “Public,” is incorrect. CORP’s appraisal is supported by a legal analysis of fhc
-status of CORP’s title to each individual parcel presented by witness Chapman an attorney with
 more than 20 years expenence w:th Oregon real estate law. Wltncss Chapman’s detailed -

analysis and conclusions regarding speciﬁc parcels is not a “matter of public record.” As with

10




the_potentiazl dissemination of the appréised value of specific parcels, public disclosure of
. CORP’s assessment of title woul_d-' prejudice CORP in land sale negotiations.

_Finally, it should be noted that the Port’s July 23 Letter proposed that parcel specific
appraisal information remain ;‘Highly Confidential” (aithough~ it f_urther proposed that the Port
alone would be able fo view such information). See Motion to Redesigna_te_, Exhibit 1 at 3-4.
The Board should sustain CORP’s designation of parcel-specific appraisal information as
- “Highly Conﬁdential.” | |
C. Specific Track Asset Values |
- As discussed in Pért' Ii above, CORP has agreed to reclaésify as “Public” all references to
the aggregate NLV of the track assets on the Coos Bay Subdivision. Thé Port’s further request
that the Board require CORP to re.designate.paréel—speciﬁc ix_:fbrmation fegarding the appraised
~ value of right-of-way land as .“Public” should be rejected.
The Motion to Redesignate does not articulate any éompelling reason why publ.ic
- disclosure of CORP’s asseésment of the value of specific traék- assets 1s _eifher necessary or
appropriate. The Port has retained R. L. Banks & Associates, an experiénced transporiaiian
consulting firm, to assist it in connection with this abandonment proceeding and the Port’s
| Feeder Lil_le Application. The Port does not explain why review and analysis of CORP’s detailed
Valuaﬁon of track assets by R.L. Banks and the Port’s counsel is not 'sufﬁci.ent to enable Ithe Port |
to prepare its_ evidence in this case. | |

At the same time, public disclosure of the spc:é’iﬁcs of CORP’s track asset NLV
calcul_gﬁons- would be prejudicial not only to CORP (in pdtentialnégotiations with the Port) but
also to the thn‘d party vendors (L.E. Foster and Unitrac) that provided detailed NLV estimates to
CORP. Specifically, the Attachments to witness Bader’s testimony contain details regarding the

values assigned by those vendors to specific classes of track assets, and reveal the (somewhat
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different) methodologies that those firms employ in evaluating poteﬂtial rail line salvage
projects. Redesignation of such information as “Public” would give competing vendors access to
the details of the L.B. Fo‘stei' and Unitrac estimates (thereby conferring on those third parties an
advantage in bidding against L.B Foster and/or Unitrac for a potential Coos Bay Subdivision
salvag.e project). More generally, it would reveal to those competitors important information
- regarding the methodologies that L.B. Foster and Unitrac use in preparing bids on such projects.
Réquifiﬁg public dissemination of the details of the L.B. Féster and Unitrac ¢stimates in this case
would also discourage sai;fagc firms from providing similar estimates to applicant carriers in
| future abandonment proéecdings. The Board should deny the Port’s request to redesignate this
.propr.igtary and commercially sensitive méterial. o |
D, Detailed Operating Costs
As discussed in Part I above, CORP has agrf;ed to réclassify as “Public” the aggregated
ﬁ'gurgs for wtai on-branch costs (Exhibit 1, Line 5), total off-branch costs (Exhibit 1, Line 6),
| total avoidable costé, and total_avoidab_le loss(Exhibit 1, Line 7), as well as all references to those
data in the Application and festimony. The Port’s further request that the Board .require CORP to
redesignate the more detailed cost calculations set forth in Exhibit 1 (Liﬁes 5 and 6) and in the
Verified Stﬁtement of witness Baranowski as “Confidential” (so that such information can be
viewed by the Port’s in-house personnel) should be denied. |
Again, the Port has net articulated any compelling reason why such a redesignation is
.necessary. Speciﬁc_fally, the Port has not shown that review and analysis of CORP’s detailed cost
| calculations by R.L. Banks and the Port’s counsel is not sufficient to enable the Port to
| participate meaningfully in this case.
As CORP explained in its.reply to the Port’s motion for reconsideration of the protective

order, CORP’s Coos Bay Subdivision accounts for nearly one-third of the total trackage operated
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by CORf’. Disclosure of detaﬂed infonnation regarding Operating- costs on the Coos Bay
Subdivision would provide significant insight into the costé .that_CORP incurs in operating the
édjoining portions of its rail system. Such disclosure could cause substantial competitive harm
. to CORP. The potential for such competitive harm in this case (which involves the abandonment
of neai'ly one third of a short line carriér’s track) ié far greater than that which might result from
the disclosure of the same infoﬁnation' in a case invofving a shqrt segment of track operated by a
Class I'railroad. For example, Union Pacific Rail}'oad Co. — A:bandonment - In Carver and Scott
Counties, MN, STB Dkt. No. AB-33 (Sub-No. 255) (filed Df._:_c. 13, 2007) - oﬁe of the cases cited
| by fhe. Portin its.petiﬁon for reconsideration of the protective order - involved thé proposed
abandonment by UP of a 5.6-mile rail line with only one active shipper. Publlc disclosure of
UP’s revenues from, and costs of operating, such a mirﬁscule'portion of its rail system clearly
would not reveai meaningful information regarding UP’s oVefall cost structure or revenues from
| other traffic. The Poﬁ’s suggestion that CORP is seeking “entitlement to diffeﬁng treatment” of
“its data al;d information based solely upon:'its statﬁs asa Ciass 1 carrier (Motion to Redesignate

at 7), and that CORP should be required to disclose this information because applicants in certain

prior abandoMent_cases have done so, misses the point. It is the nature and likelihood of

comggtiﬁve harm to CORP from disclosing details regarding the cost of operating a majdr

~ portion of its rail system - not CORP’s status as a Class II carrier — that warrants treatment of
that infonnation.as Highly Confidential in the ciscumstances of this case. Moreover, as the
Board found in its Protective Order Reconsiderqrion Decision (at 4), the fact that other
abandonment applicénts may not have soughf sﬁﬁilar protection for their confidential cost data is
irrelevant. In this case, the Port has failed 1o demonst'ratc.that CORP’S designation of detailed

cost information as Highly Confidential was inappropriate.
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IV. THE BOARD SHOULD EXPAND THE PROTECTIVE ORDER IN THIS
PROCEEDING TO COVER THE EXCHANGE OF CONFIDENTIAL DATA
AND INFORMATION IN THE RELATED PROCEEDINGS IN FINANCE
DOCKET NO. 35160.

To date, the Port has refused to seek the issuance of a protective order to govern the
éxcha_n'ge of confidential data an& information in connection with its Feeder Line Application in
Finance Docket No. 35160, Oregon International Port of Coos Bay — Feeder Line Application -
Coos Bay Line éf thé Control Oregon & Pacific R. Co. The Port’s apparent reason for .dcclining
to do so was its concern that seeking a protective ofder"in the that proceeding might prejudice its

'_réqﬁest that the Board “withdraw™ the protective order in this case (which request was denied by
' _th'_e_ Board in the Protective Order Reconsideration De-cisic.:r.z).' In the 'absénce of a protective
_order in the feeder line procceding, CORP has declined to produCe to the Port copies of Highly
Conﬁd@ﬁtial documents _that'are otherwi@ responsive to the Port’s discovery requests. (CORP
made clear to the Port’s couﬁsel that i.t would produce those materials as son as a protective order
“is in place.) CORP likéw'ise_will.be serving discbverf requests on the Port iﬁ connection with thé
feeder line proceeding, several of which are addressed to infofmation that the Port will, in all
-lik_elihood, view as préprietary and/or commercially sensit_i?e. . |
F-of this reason, CORP hereby requests that the B'oar.d extend the application of the
'_ Protective Order is_sued in this proceeding on July 15, 2008 to cover the exchange and .use of
confidential information in the Finance Docket No. 35160, Such action will facilitate discovery
in that proceeding, and will enable the parties to make use of proprietary and commercially
sénsitive information Withoqt undue risk of competi-tive harm to the owﬁer of such information.
In its Motion to Redesignate (at"l, n. 1), the Port similarly suggested that “the Protective Order

could be modified to cover both proceedings.
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CONCLUSION

For all of the foregoing reasons, CORP respectfully urges the Board to deny the Port’s

- Motion in its entirety.,
Respectfully submitted,
Scott G. Williams Terence M. Hynes
-Senior Vice President and Paul A. Hemmersbaugh
General Counsel ' Matthew J. Warren
-RailAmerica, Inc. ' : Sidley Austin LLP
5300 Broken Sound Boulevard N.'W. : 1501 K Street, N.W.
Boca Raton, Florida 33487 ' ~ Washington, D.C. 20005
(561) 994-6015 (202) 736-8000

_ Counsel for Central Oregon & Pacific Railroad, Inc.

Dated: August4,2008
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CERTIFICATE OF SERVICE

I hereby certify that [ have caused the foregoing Response of Applicant In Opposition To Port of
Coos Bay’s Motion For Board Order To Re-Designate Certain Information Currently Designated
‘Highly Confidential By The Applicant In Its Abandonment Application to be served by email
and/or first class mail, postage prepaid, this 4th day of August 2008 on all parties of record and
the following persons:

Governor Theodore R. Kulongoski Lee Beyer, Chairman _
- State of Oregon Public Utility Commission of Oregon
160 State Capitol B 550 Capitol St. N.E, #2153
900 Court Street ' P.O.Box 2148
Salem, Oregon 97301-4047 S 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 foregoing to be served by email and/or first class mail, postage
prepaid, this 4th day of August 2008 on all parties who participated in STB Finance Docket
No. 35130, Central Oregon & Pacific Railroad, Inc.—Coos Bay Rail Line.

// M

Terence M. Hynes

DCt 1240868v.1
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Under the goveming statute, an application to abandon or discontinue service over & rail
Iine'shoﬁld be granted where “fhe present or future public convenience and necessity require or
permit the abandonment or discontinuance.” 49 U.S.C. § 10903(d); see, e;g, Union Pac. R.R.

Co.—Abandonment—in Lancaster & Gage Ctys., NE, and Marshall 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 future burden that continued

operation could impose on the réxiiroad and on interstate commerce.” Id. (citing Colorado v,
United States, 271U S, 153 (1926)). |

In this caﬁe, the balance weighs decidedly in favor of ap;:roving the Application. CORP
has incurred massive losses from operation §f the.Coos Bay Subdivision. In tﬁe twelve months

prior to the embargo of the Coos Bay Subdivision in Septéinber 2007,° the line generated an _

‘avoidable operating loss of .approﬁimately $1.3 million. See Exh. | and V.S. Baranowski.

Traffic on the line has declined by 11 percent since 2006 and by 37 percent since 2003. V.S.

Williams at 3. The decision by a major shipper, Weycrhacﬁser Corporation, to close its paper

| manufacturing facility at Cordes, OR in 2004 resulted in the loss of approgimatei'y 3,000

carloads of rail traffic per year on the line. Traffic volume on the line has continued to exhibit a
downward tfend, with total volumes of 5,193 carloads in 2005, 5,'363 carloads in 2006 and 4,018

carloads in 2007 (ﬂlrough the date of the embarge). This downward trend in _ra.il. shipments has

4 Because no traffic has moved over the Coos Bay Subdivision since it was embargoed in
September 2007, for the purposes of this Application CORP defined the Base Year as the twelve-
month period before the line was embargoed—i.e., 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 year. .See Boston & Maine Corp.—
Abandonment—in Essex Cty., MA & Rockingham Cty., NH, Docket No. AB-32 (Sub-No. 90)
(Oct. 3, 2001); Idaho No. & Pac. R.R. Co.—Abandonment Exemption—in Wallowa & Union
Cties., OR, Docket No. AB-433X (Mar. 12, 1997) (rejecting carrier’s proposed base year
because it included time when line was embargoed), '
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' arrangement provide for -ﬁegoﬁaﬁon of the fuel a:djustment. Rather, UP urﬁlhtcrailiy-modi‘ﬁcs the
fuel &djuétment from time to time. Any increase in the Carrier H_andli.ng Charge (other than the
annual adjustment based on o S is likewise solely

* within the discretion of UP. The annual _adjusﬁnent;s in the Handling Cﬁ_rrie‘r Charge and fuel

- payr_neﬁts that CORP has received in recent years have not been sufficient to keep pace with

_riéing bpcrating expenses, particularly in an econozhic envifqnme.nt of dwindling tfafﬁc volumes.
| Indeed, as Exhibit 1 graphicélly demonstrates, the _ cap on the annual adjuStment to the

Handling Carrier Charge is likely to result in increasing losses from operations o.n the Coos Bay -

Subdivision even if traffic were to increase significantly. Asshown on Exhibit 1, based upon the

RCAF-A, operating expenses w§uld increase by 19 percent between the Base Year and the |

Fo;'ecast"Year. However, un_der'the terms of its arrangemcﬁt with UP, CORP’s fréight revenues

_would increase by only percent during the same period. As a resuit;. even though _Witness
BMOWSM (conservatively) assumed that traffic would gféw by nearly 600 cars (or 12 percent)
from the Base Year to the Forecast Year, the avoidable loss would increase from apprommately

_ $1.3 million in the Base Year to $2 1 million in the Forecast Year. See Apphcanon Exh. 1; V S

- Baranowski at 15. |

B. Sigmf’ jcant Tunnel Repairs Are Necessary to Restore Service en the
Coos Bay Subdivision.

* The viability of the Coos Bay Subdivision is further impaired by the deterioration of
several timber-lined tunnels on the line.! In Octeber 200'6; -a joint inspection of the Coos Bay
Subdivision by the Federal Railroad Administration (“FRA_”j and the Oregon Depamment of

Transportation (“ODOT"”) revealed signiﬁcant'dete;inration in Tunnel No. 15 (located near

$ Any attempt to portray the current condition of the tunnelsas the result of alleged “neglect” by
CORP ignores the fact that the tunnels are nearly a century old, and that they did not receive
substantial investment from CORP’s predecessors, mcludmg RailTex and SP.
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(approving'ébanﬂbnmgnt in spite of shipper’s claim that abandonment would increase its
shipping costs by $1.6 millimﬁ reasoning that “[t]here is no reason that this cost should be borne
by [the railroad]} rather than [the shipper],.which ié the user of this transportation service’); see
also Boston & Me. Corp. — Abandonment — in Hartford & New Haven Counties, CT, STB
Docket Né. AB-32 {Sub-No 23) (scfvice datc Apﬁi 22,ﬁ 1998) (approving abandonment where a
protesting shipper claimed 25% increase in costs from trucking). .

D.  The Combination of Ongoing Operating Losses and Sig-niﬁcant Tunnel
Rehabilitation 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 million in the short-term (and an additional $3.8 million in
the longer term — see V.S. Lun.dberg at 3) to rehabilitate tunnels on the Coos Bay Subdivision

cannot be economically justified.” As the testimony of wim¢35 Baranowski shows, the avoidable

loss from operations on the Coos Bay Subdivision — even before the cost of tunnel repairs is

taken into account — was approximately $1.3 million in the Base Year and would be $2.1 million
in the Forecast Year. With operating losses of that magnitude, and no opportunity for CORP to

increase its revenues by raising rates or attracting substantial new business to the line, there is no -

realistic prospect that CORP would be able to earn any return on such an investment.® Pouring
 millions of.dollars ihto the Coos Bay Subdivision would also divert funds that could otherwise

© be available to address the capital needs of other portions of CORP’s system..

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

‘f UP, the carrier for whose account CORP handles most of the traffic on the line, agrees that the
line * has generated insufficient traffic to support reinvestment in the line.” See Exhibit 4, Letter
dated April 29, 2008 from J. Michael Hemmer to Hon. Charles D. Nottingham, at 2.

11
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3. §1152.22(d)(3): Estimated Subsidy Payment for Base Year
See Exhibit 1 and the Verified Statement of Michael Ba;anowski. As Exhibit 1 shows, |
the estimated subsidy payment for the Base Year is $7,86{)_,995. '
E § 1152.22(e): Rural and Community Ympact

1 & 1'152..22(3)(1): Name and population of each community in which *
a station on the line is located '

The name and pojaulation of each county and incorporated municipality in which a station
on the Coos Bay _Subdivisio_n is locatcd are as fou'ows:

Populatlon of Communities on Coos Bay Subdivision

Table 2
2007 Estimated Population” | 2000 Census Population'*
COUNTIES .

Coos County, OR 63,050 62,788

Douglas County, OR 104,675 100,399
" | Lane County, OR 343,140 - 322,977

CITIES .

Coos Bay, OR 16,210 15,372

Coquille, OR 4,215 4,184

Lakeside, OR 1,545 1,421

North Bend, OR 9.830 19,544

Reedsport, OR 4,305 4,378

2. § 1152.22(e)(2): Identification 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 mformatmn is ava:lable, and for the Base
Year

Table 3 identifies the Significant Users of the Coos Bay Subdivision as defined by
49 C F.R. § 1152.2(1) and their respective carloads and tons shipped and received for calendar

year 2006. Because the data maintained by CORP in the normal course of busmess do not

" Source: Portland State Unwermty Population Research Center, 2007 Oregon Population
Report, available at http: ia/p/t/PRC_2007_Population Report2 rev.pdf.

12 Source. 2000 US Census.

”
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Central Dngon & Pacific Raifroad Company

Computation of Revenue Attributable to the Line, Avoldable Gosts.

T EXHIBIT 1

PAGE 1
AB-515 (Sub-No, 2)

And Reasonable Refurn on the Value of the Lineto be. Abandoned For

Branch name: Coos Bay

Revenne for:
1 Freight originated andfor terminated on-branch
2 Bridge traffic

3 All other revenue and income
4 . Total atiributable revenue (Sum Ln 1 through Ln 3)

Avoldaiie Costs for:

Om-branch costs (Lines Sa-5k)
Maintenance of way & structures costs
Maintenance of equipment
Transportation see notein H 11
General administrative

Deadheading, taxi and hotel
Overhead movement/sther

Fraight car cost - non-ROF

RO} expense freight cards

ROl expense locomotives
Revenue taxes :

Property taxes

Total on-branch costs (Surn Ln 5a through Ln 5k}

Qff-oranch Costs’ (Lines Ga-6d}

Off-branch costs excluding freight car ROI
Off-branch frreight car ROl costs

Off-branch URCS muliiple car adjustment
Make-whole adjustment off brarich

Total off-branch costs {Sum Ln.8a through Ln 6d)

QO oo

"7 Total on & off-branch avoidable costs (L.5 + L6 Totals)

- Avoldable gain or (loss) from operations {L.4-L.7)

Subsidization Costs for:

8  Rehabilitation '

9 Adminisfrative costs (substdy yeaar only)

10 Casualty reserve account

11 Total subsidization cost {L.8+L.8+L..10)
Retum on value -

12 Valuation of road property

a Working capital

b ncome tax consequenoes

c Nst liquidation value (track, bridges & land)
Total valustion of property (L. 12a+b+¢)

13a Nominal rate of relum

13b - Real rate of return

14  Nominal return on value (L.12°L.13a)

15 . Holding gain or (joss){L.12.c Coi: B* (L13a Col b-L13b Col b))
16  Total return on value (L.14-L.15)

17 Avpidable gain or {loss) from cperations (L.4-L. 7)

18 Estimated forecast year loss (L 4-L.7-L.16) .

19 Estimated subsidy payment (L.4-L.7-L.11-L.14)

Base Year Forecast Year
$2,730,889 $3,306,341
$0 %0
$340,533 __$412,290
$3,071,422 $3.718,831
$3,550,805 $4.748,358
$815,536 $1.090.553
$4,3686,431 $6,838,852
($1,285,010) ($2.120,261)
$0 $2,861,000
$0 $0
§0 . $0
$0 $2,861,000
$137,208 $183,477
, -$0 $0
$19,640,720 $19,540,729
- $19,677,837 $19,724,208
14.60% 14.60%
10.50% 10.50%
$2,872,978 $2,878,734
- %0 $301,170
$2,872,978 $2,078,564
($1,295,010) (%2,120,281)
($4,198,825)
{$7,880,805)

Public Version.
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revenues and costs _ti_) the Subject Line. In the following sections of'my testimony, [ explaih the
detailed inputs and assumptions underlying the financial results set forth in Exhibit 1.

A, Revenues

| Traffic and revenues attributable to the Suﬁjcct Line were developed from CORP internal
_accoun_ting records and represent the total CORP revenue for ai'-l traffic originating and/or |
. terminating at stations along the Abandﬁnment Segment and/or the Discontinuance Segﬁent. -
- Table 1 below summarize_s-the Base_-Year_ carloads and reve_nués by trﬁiﬁc.typc - local, interline

- forwarded and interline received.

Table 1
_ Summary of Subject Line Base-Year Traffic
Type Carloads Revepue
Local - 312 $219,609
Interline Forwarded 4,021 2,343,764
Interline Received 440 167,516

Total : - 4,773 $2,730,889

In addition to ftgight revenue derived frcm traffic moving on the Subject Line, CORP
also geﬂerates ﬁon-frei ght revenue a;Sociated with cér hire, demﬁrrage, real estate and other
miscellaneous activities. From its internal a:ccquﬁting systém, CORP provided the non-freight
revenues attributable to the entire Coos Bay Subdivision. For the Base Ye&, those non-freight
revenues attributable to the -_Coés Bay Sﬁbdivision totaled $340,533.

B.  Avoidable On-Branch Costs |

Costs attributable to the Subject Line were derived from financial data p_rovidcd by
C_.ORP_. Specifically, through its internal accounting systems; CORP was able to provide
expenditure information for the. entirg Coos Bay Subdivision between Coquﬂle and Eugene, OR.

A summary of the Base-Year costs, along with a description of the standard service unit(s) used

-3-
Baranowski Verified Statement
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| poﬁion of loss and damage assignable to the DE-Smnch porﬁon of the movemént. I thcreferé'
eliminated this relatively minor cost item from my calculaﬂbn of OIf"f—Bianch costs,
Based upon this methodology, total URCS-based Oﬁ'—Branch Costs for movement of
. Subject Line.t.rafﬁc over oﬂmr portions of the CORP system are $81_.5,_5_36. Details of my URCS
calculations are set forth in Attachment 3.
- D ' _Rehabiiitation Costs |
As explained in the Verified Statement of Paul Lundberg, after incurring substantial
~ capital expense to repair Tunnel No. 15 in 2006, CORP engaged the geotechnical and
cnvironmcﬁta] services firm of Shannon & Wilson, Inc. to e_vﬂu#te the cc;ndition of all nine
tunnels_ on the'Coos Bay 'Subdivision. During an in_spebtioﬁ of the tunnels, _Sha_nnon & Wilson
' identified “sc?ére liner and/or rock deterioration and instability” in Tunnel Nos. 13, 15 and 18.
See V.S. .Lundb'er_g., Attachment 1. Shannon & Wilson estimateé that it would cost a mihi}num
of $2,861,000 in short-term expenditures (within 6-12 months) to retumn the'mnnels 0a |
_ .conditiqr_a that would allow for rel_'ati'v.ely safe train passage. Shannon & Wilson also
recommended that CORP perform more extensive repairs to the tﬁnneis on the Subject Line (at
an esti!ﬁated a_dditional cost 0 $3.8 huillion) within 12-48: months.: The total cost of all tu‘;mel'
'Qvork rccormnénded by the Shannon & Wilson'reﬁbﬂ is approximately $6.7 million. I have
_ conserv-ativgly i'.ncliuded only Shannon & Wilson’s short-term tunnel repair cost estir_ﬁate of
$2,861,000 as my rehabilitation cost estimate for the Subject Line. | |
E. Wdrking Capital
In-acg‘ordance with the Board’s regt:laﬁi'o.ns, I have calculat.éd the allowable working
capital for the Subject Line based on 15 days of On-Branch avbida-blé coéts less depreciation.

The amount of working capital for the Base Yea:.is-$ll37,208..

_ 9
Baranowski Verified Statement
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F.  Net Liquidation Value |

- The Néf L’iéuidati_on Value of the Abandonm_ent Segment has been developed separately
for land assets and fo.r track, track materials and facilitiés located on the Abandonment Segment
of the Subject Linc. Witness Rex developed the Net Liquidation Value of land based on the
| current appraised corridor property valuc for other than transportation purposes based Lipon their
highest and best use, and complying with applicéb!c zoning, land use and environmental
;cgulations, less the cost pf dispositién. Mr. Rex estimatcé the net liquidation value for land at
$5.697,000.

* The Net Liquidation Value for track, track materials and facilities is based predominately
on the relay and scrap values of rail, ties and other track material inventories ialong the
Abandonment Segment, less appropriate cost for removal and ﬁ'ansportation of such materials to
market. As witness Bader explains, two reputable imdepénd_ent sal#age companies — L.B. Foster
and UNITRAC - were asked to provide bids for the salvageab_!c asséts along the Abandonment
Segfnent. L.B. Foster estimated the gross liquidation value of the Aban&onment Segment track
assetsat$ See V.S. Bader, Attachment. 2. L.B. Foster estimatéd total liquidation
costs at § _ See id The resulting NLV, as estimated by L.B. Foster, is fl 5?1-5 1,308. /d.
Unitrac estimated that the extended value of the Abandonment Segment’s track and materials
was $ _ its estimated liquidation costs were § | and its estimate of net.
iiquidation- vﬂuc was $12,536,149. For the net liquidatiﬁn value of the Abandonment-chmént,
| M. Bader took the simple average of the estimates developed by L.B. Foster and UNITRAC, or

$13,843,729, which 1 have adopted.

~i0-
Baranowski Verified Statement
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would be closer to the 4,773 carloads that moved during the most recent twelve-month period
during which the Subject Line was active.

In order to estimate revenﬁcs for the Forecast Year, I.computed the average Ievenue per
car for.the 5,363 cars that moved in 2006. These cars geﬂerated .‘B‘. - - in Hmdling Carrier
Cha‘rgcs_(cxciusive of fuel surcharge) for CORP in 2006, or an average of §  per car. To
R estimﬁte Fotecast Year revenues, I indexed the Héndling Carﬁer Charge to year-end 2008 levels

using _ : o . | , s prescribed bf
CORP’s agreement with UP. To this adjusted Handiiné Carrier Charge, | éddcd a fuel |
adjustment in the amount of | percent of the Handling Carrier Charge, again consistent with
the fuel surch_arge arfangcmcnt between CORP and UP that became effective A#ril 1,2008. 1
also calculated non-fréight: revenues using the same relative percentage to freight revenues as for
{the Base Year. B-aséd upon this t_rxethodolcg.y, total revenues attributable io thc'Sﬁbjcct Line for
the Forecast Year total'$3,7i8,63:l. | |
| B. Oh-Branch Costs

| To develop On-Braﬁch Costs for the Forecast Year, I calculated the a‘véragc On—_Branch _
" cost per carioaﬂ by rﬁajor on-branch cost category for the Base Yeér, indexed that amount to the
Forecast Year levels using the Board’s Rail Ctjst Adjustment Factof Adjusted for Railroad
B Pmduéﬁvity (RCAF-A) and multiplied the average On-Branch cost by the number of cars
(5,363) assumed to mové .during the Forecast Year. Calci_lla,ted in this manner, On-Branch costs
attributable to the Subject Lirie for the Forecast Year total $4,748,339.

C. . Off-Branch Costs | | |

" To de_velop Off-Branc_hCosts for the Forecast Y.car., 1 calculated the average Off-Branch
- cost per carload by major off-branch cost category for the Base Yéar-, ihdexed that amount to the
Forecast Year levels:: using the Board’s Rail Cost Adjustment Factor Adjusted for Rajlroad

~13-
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Productivity (RCAF-A) and muitip_lied the average off-branch cost by the numbér of cérs {5,363)
assumed t§ move during the Forecast Year. Off-Branch costs attributable to the Subject Line for
the Forecast Year total $1,090,553.
Based 'ﬁpon these ca-lculafi_ons, the avoidable loss forthe Forecast Year is $2,120,261.
The substantial increase in the avoidable loss from the Baée Year to the Forecast Year is
attributable -in:i'arge paﬁ tothe cap on the annual adjﬁstment to the Handling Carrier
Charge that CORP receives from UP. Based upon the RCAF-A, operating expenses would
increase by 19 f)crcent between fhe Base Year and the Forecast Year. -Hdwevgr, CORP’s freight
' revenues would incréase'bjf only . percent dﬁring the sgmg period. Aé a ré#uit,_the avoidable
ioss for the Forecast Year grew substantially. nonwithstanding my assumption that traffic volume
would increase frorﬁ 4,773 cars in the Base .Year to 5,363 cars in the Forecast Year. '
IV. OPPORTUNITY COST |
Using the units described in .Section II above, I calculated the annual opportunity cost of
operating the Subject Line for the Forecast Yeaf. See Attachrnent 4. Details of my calculations

are included in my work papers.

-14-
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Attachment 4

PAGE 1
AB-515 (Sub-No. 2)

O~ M b WA

Centrat Oregon & Pacific Railroad Company
Qpportunity Cost of Operating tha Line for:
Branch name: Coos Bay

Attachment 4

: Base Year Forecast Year
Market value of non-revisionary land . © . $5697,000 $5,697,000
Value of salvageable scrap & secondhand materials ' $18,725,439 $18,725,438
Cost of removat . : ($4.881,711) {$4,881,711)
Working capital ) $183,477 $183,477
income tax benefits - %0 30
Vaiuation of road property (L.1 through L.5} : $19,724,208 $19,724,206.
Current nominal cost of capital o 14.60% 14.60%
- Opportunity cost (L.5*L.7) ‘ $2.879,734 - §2,879,734




Trends ih Coos Ba

Attachment C

ranch Traffic by Commodi

Year

Commodity 2005 2006 2"0-5"? Base Year

[Farm Products 6 ) 19 20
Lumber Products .

- Phwood 1,174 1,065 818 968
- Lumber 2,425 2,272 1,680 2,000
Logs 266 441 - 261 323
Pulpwood 1,068 1,031 879 1,024
- Veneer 52 | 256 288 324

- Other Lumber Products 2 - - -
Sub-total 4984 : 5,085 3,226 | 4,639
Petroleum Products 431 41 21 27
Metal Products 17 : 46 38 44
Scrap Products 43 o197 14 42
N/A - 5 - 1
Grand Total 5,193 5,363 4018 4,773

Source: CORP Traffic Database.

Note: Where data fields for specific movernents were missing in the CORP Traffic
Datsbase, I attributed those movements to customers, commodities, or stations based on the
characteristics of similar movements. '

Attachment C

Public Version

John Williams V.S.




Aftachment E

State-to-State Flows For Coos Bay Branch Traffic

Destinaﬂbn

Type of Origin 2006 % of .
_Iraffic State State Carloads Total
" Originating OR ~CA ' T
OR OR ‘
OR iL
.OR AZ
OR N
OR WA
"OR ut
OR - MI
OR MN
OR oK
OR KS/MO
Sub-Total : 5,114
Terminating
o BC OR .
AB OR
AR OR
WA OR
wYy - OR
Sub-Total
Total - 5,363 | 100%
Source: 2006 Carload Waybill Sample
Public Version

At‘za_chiaen’t E

John Williams V.S.
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.Value of that land, based on the appraiéal and the estimated costs of selling Vthose.parce}s, all
using standar&, weil-accépted methodologies and in accordance with applicable professional
standards and practices. See Attgchment 1 (Report), 1 uséd the Across The Fence (“ATF”)
methodology to estimate the value of all land parcels that CORP owns in fee simple. This (ATF)
.is the same valuation methodolo.gy the Board accepted and used iﬁ the CSXT abandonment
proceeding I discussed above. See STB Dkt. Né._AB-‘SS (Sub-No. _643X), CSX Trénsporrarion -
Abandor’zmenf Decision at 4-5. ' | |

I then estimated the time and cost of disassembling and selling those parqels, including
the holding cost, cost of sales, and yield rate an investor would require in order to undertake the
sale of the parcels. Finally, based upon the appraised value of the parcels and the estimate cost
of selling those parcels, ] d_evc_lop_ed an estimate of the NLV of the i)ropeﬁy.- Based on my |
appraisal and analysis, | estimate the NLV of th_e-subje?t propci'ty (the Abandonment Segment

right of way and surrounding land) to be $5,697,000. See Attachment 1,

i3-
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RMI : ' 1200 CENTRAL AVEMUE, SUITE 330 » WIMETTE, RIINOIS 60071

MIDWEST _ . 847.920.9033 » FAX 847 920,9450

CHARIES W, {SANDY! RKEX W, MAI
SLISAM MOTYCKA X

_NETUQUIDAHM-VALWM OF

THE COOS BAY LINEIN
LANE, DOUGLAS, AND CO0S COUNTIES, OREGON

PREPARED FOR

_ Topp N. CECIL
ViCE PRESIDENT - REAL ESTATE
_ - RAILAMERICA, INC. '
1355 CENTRAL PARKWAY SOUTH, SUITE 700
SAN ANTONIO, TEXAS 78232

DATE OF VALUE: MA4Y 19, 2008
DATE OF REPORT: JULY 11, 2008

PREPARED BY

RMI MIDWEST
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RMI : ' : 1200 CENTRAL AVENUE, SUITE 330 » WILMETTE, ILLINGHS 4009)

MIDWEST B ' 847 920.9033 » FAX B47.920,9450

CHARIFS Wi, {SANDY] REX 1, MAS
SUISAN MOTACKA REX

July 11, 2008

Todd N. Cecil

Vice President - Real Estate
RailAmerica, Inc. ’

1355 Central Parkway South, Suite 700
San Antonio, Texas 78232

RE: Net liquidation value estimate of the Coos Bay Line in Lane, Douglas, and Coos
- Counties, Oregon ' _ -

. Dear Mr. Cecil:

- At ybur request, I have prepared an estimate of the net liquidation value (NLV) of the rail line
refetenced above. The date of valuation is May 19, 2008, This is a complete appraisal
communicated in a summary format; a self-contained narrative report can be prepared at your

SCOPE OF WORK

The subject property was inspected by helicopter, by car, and by aerial photography from May
12 through 15, 2008. The subject inspection by helicopter was also recorded on a digital
camcorder. Across-the-fence (ATF) land uses were classified at that time based on physical

cbservation, as well as analysis of ortho-rectified aerial photography and by various local

government land use and zoning overlay GIS files. Changes in land use were plotted in ArcGIS

using GPS data acquired during inspection. ArcGIS was uged to calculate the areas of the

cotridor from georeferenced railroad valuation maps in tagged image file format ( tif). ATF land
use lines were then plotted in ArcGIS where the segment areas were calculated.

A search for sales comparable to the ATF land uses was undertaken in Lané, Douglas, and Coos
Counties. Bach sale was plotted in ArcGIS, and all accessible sales were inspected between May
12 and 19, 2008. . o

The sales and listings were analyzed, and an ATF value was estimated for each segment along the
line. Since this is an NLV estimate, ATF value estimates were applied only to those portions of
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July 11, 2008

Todd N. Cecil _

Vice President - Real Estate
RailAmerica, Inc.

1355 Central Parkway South, Suite 700
San Antonio, Texas 78232

RE: Net liquidation value estimate of the Coos Bgaerine i'n-L.ane,.Douglas, and Coos
Counties, Oregon - '

Dear Mr. Cecil:

- At your request, I have prepared an estimate of the net H(jt;idaﬁonvalue (NLV) of the rail line
ceferonced above. The date of valuation is May 19, 2008. This is a complete appraisal
communicated in a summary format; a self-contained narrative report can be prepared at your
request. '

SCOPE OF WORK

The subject property was inspected by helicopter, by car, and by aerial photography from May
12 through 15, 2008: The subject inspection by helicopter was also recorded on a digital
camcorder. Across-the-fence (ATF) land uses were classified at that time based on physical
observation, as well as analysis of ortho-rectified aerial photography and by various local
government land use and zoning overlay GIS files. Changes in land use were plotted in ArcGIS
‘using GPS data acquired during inspection. ArcGIS was used to calculate the areas of the
corridor from georeferenced railroad valuation maps in tagged image file format (tif). ATF tand .
usé lines were then plotted in ArcGIS where the segment areas were caiculated. :

A search for sales comparable to the ATF land' uses was undertaken in Lane, Douglas, and Coos
Counties. Rach sale was plotted in ArcGIS, and all accessible sales were inspected between May
12 and 19, 2008. - L

The sales and listings were analyzed, and an ATF value was estimated for each segment along the
Yine. Since this is an NLV estimate, ATF value estimates were applied only to those portions of
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the segments owned in fee. The title was mapped using a title study provided to us by Gleaves
Swearingen Potter & Scott LLP (Addendum C), together withthe “Schedule of Property”on each
' :'_railroadvialuationMap_(Val Map). : .

The NLV was then estimated based on the expected time it would take to disassemble and sell |
the fee parcels, taking into consideration holding cost, cost of sales, and risk, or yield rate
required by an investor to undertake the seiling of the dissembled parcels.

This appraisal does nor include the vatuation of any improveméms, nor does it consider the cost ;
of land clearing or grading. '

As requested, this is a summary appraisal; therefore, the desmpuons of the subject property and
valuation analysis are summarized in compliance with USPAP Standards Rule 2-2 (b).

"-WRPOSEANDIN‘I‘EHBEDUSE-

The purpose of this valuation is to provide an NLV estimate to assist in the legal abandonment
of the rail ine and in contemplation of an offer of financial assistance (OFA) or feeder line -
 acquisition as part of the abandonment process before the Surface Transportation Board (STB).

1t is anticipated that the users of this report are RailAmerica personnel, their legal counsel, as well
as STB staff. _ : _

DEFINITION OF NET LIQUIDATION VALUE

Net liquidation value shail be determined by computing the current appraised market value of the
corridor property for other than rail transportation purposes, less all costs of dismantling and
disposition of improvements necessary to make the remaining properties available for their highest
and best use and complying with applicable zoning, land use, and envirommental regulations.' This-
is an appraisal of the land only; the net salvage value of any improvements is not included.

SUBJECT PROPERTY DESCRIPTION

The subject property is an .approximatehr 94.13-mile corridor extending from Mile Post 669.0 at
Vaughn to Mile Post 763.13 at Cordes. A map of the subject is on the following page.

i 49 C.FR. §1152.34 ()(1)(i).
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A legal description was not provided for the subject property. It is, however, shown on the Val
Maps identified by the following map numbers: -

V-2/6 V2113 V2§18 V223 V-2/28
V27 V-2/14 V-2119 V2523 V-2IS-28
V-2/8 V-2S-14  V-2/S-19a  V-2/S-2%a V2129
V-2/5-8 V-2115 V-2/S-19b  V-224 V-2/30
V.20 V2815 V220 V-2/S-24  V-2/S-30a
vase v-2/18 V2/S20 V-2S24a  V-2/S-30D
V210 VS8 V221 V2125 V-2/5-30c
ve2is0  v2nTt V-25-21a  V-2/8-2

V-2/S-10a V217 V-2S-21b  V-226

V-2/11 V-2/S-17a V222 \V-2/5-26

V212 V218 V21822 V-2/27

The subject contains approximately 1,676 acres, of which 216+ acres of which are owned in
less-than-fee title. Approximately 1357 acres are in fee, and an additional 103 acres are feeless
other rights. Only the 1460z acres of fee-titled ownership are used to estimate the NLV. .

Located in rural central western Oregon, the subject corridor is a portion of the Central Oregon
& Pacific Railroad right-of-way, running between Eugene and Coos Bay. The subject runs
through the small communities of Swisshome, Mapleton, Reedsport, and Lakeside. Within these
communities, the subject passes through mostly single-family/rural residential uses and some
industrial and commercial uses. Outside of these communities, the subject property is primarily
bordered by large timber acreage, some farm acreage, and rural residential. The terrain in this
region is mountainous, with the subject running through river valleys, along coastal lagoons and
~ lakes and through several tunnels. - _ '

At the time of inspection, the subject property was under a service embargo, due to safety
concerns in-ope of more tunnels, - -

Maps showing the subject property segments and fee title péroeis are inchuded in Addendum D:
RMI Midwest Map Book. This appraisal should be used only in conjunction with this addendum
volume. ' : .
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This is an NLV estimate of the fee simple interest, taking into account rights beld by others (¢.g.
roads.) Determining whether the railroad holds fee to the property is based solely upon advice
provided by Gleaves Swearingen Potter Scott, LLP. A copy of this firms’s report is included in
Addendum C. The identification and size of the particular Val Map parcels is based solely on the
location depicted on the Val Maps. Areas of each parcel and segment. are calculated using
ArcGIS. ' '

Portions of the ATF are zoned by Lane, Douglas, and Coos Counties. The predominant
zoning/land-use classification is forest land; however, portions are zoned residential, commercial,
industrial, recreational, and farm. In classifying the ATF land uses, we considered current zoning
and land-use codes. ' ' ' '

_ MARKET ANALYSIS

The subject market area is the western portions of Lane, Douglas and Coos Counties. More -
. specifically, from the town of Noti in Lane County west to the outskirts of the town of Florence
in Lane County, then south to that portion of North Bend on the north side of the Coos Bay in
Coos County. The major communities inchude: Noti, Swisshome, Mapleton, Florence, Reedsport,
" Lakeside and North Bend. : :

While the residential market for the subject commmnities has recently experienced a downtum of
approximately 6% in average annual median home sale value over the past year, due to
oversupply and an increase in foreclosures, the five and ten year sales histories for the subject
communities show an average annual increase in median home sale value of 13 and 25 percent,
respectively. The industrial market shows an oversupply and little demand, while the commercial
and acreage market does not appear to be affected by the current residential downturn.

HIGHEST AND BRST USE |
By definition, the highest and best use of the subject property for an NLV estimate is for the

disassemblage of the corridor and sale to adjacent land owners. Accordingly, this valuation
assumes that the subject property is hypothetically sold to & single purchaser for such purpose.
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VALUATION

In a net liquidation valuation, the present value of disassembling the subject corridor and sefling
the fee parcels to mostly adjoining property owners is estimated by valuing all fee-owned ATF
parcels based on their land uses. The corridor is divided into segments based on ATF land use
changes on one side or the other. Where the land use is different on each side of the corridor, the
average unit value for each land use is used. The ATF unit value is then multiplied by the size of
the segment. The total ATF value is then discounted, taking into account the time required to sell
the individual parcels, holding costs, the cost of sales, and the yield rate required by a potential
purchaser. Estimated ad valorem taxes are accounted for by adding the weighted average
effective tax rate to the discount rate. ' '

The following ATF land uses are found along the subject corridor:
Acreage (timber)

Pasture

Wetlands :

Rural residential

Single-family residential

Commercial

Industrial -

- &« & » s -

A map showing the locations of all comparable ATF sales is included in the Addendum.

Figure 1, on the following page, shows the ATF unit values used for the subject corridor.
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Q. CONCLUSION AND NET LIQUIDATION VALUE OF TRACK ASSETS
A.  L.B. Foster Company Estimate | |
| .L..B. Foster estimated the gross liquidation value of the Abandonment Segment track
'assets_ﬁt_*ﬁ ' See Attachment 2. L.B, Foster estimated tétal liquidation costs at
-§ Seeid The resulting NLV, as estimated by L.B. Foster, is"$15,151,308. I
B. Unitrac Estimate |
Unitrac estimated the ‘_‘Extended Value” that could be generated from tﬁe track material -
" (sales pribe of salvaged maté_riais less costs of shipping those materials less required profit) at
§ See Aﬁachm-enf 3. Unitrac deducted from its Extended Value estimate the cost of
remq;fal of the rail assets and miscellaneous _costs to derive its “Net bid amount” of $12,536,149.-
See id. This ;‘net bid amount™ repreéents Unitrac’s estiﬁ)ate bf the amount it would be willing to
| pay for the rail assets, i.e., its independent estimate of the NLV of the fixed raii assets of the
A’bandonmer;t Segment. |
C. | Average NLV
. Based on 'm)" r-eyiew of the two independent, objective third-party estimates, I dctefmined
that a féasonable way to est_iinate the NLV of tﬁe rail assets is._tol:calcula!.te the average of the high
and low estimates submitted by Foster and Unitrac. 'f'he averagé of Foster’é-bid of $15,151,308
and Unitrac’s bid of $12,536,149 is $ 13,343.,?29. See Attachments 2 and 3. Thus, based on the
analysis summarized in this.stateincnt, I have dctennined that a r’casonéﬁle NLV for the track

' assets of the Abandonment Segment is §13,843,729,

4 ) )
Bader Verified Statement
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‘Hynes, Terence M.

From:  RTOPAL@up.com

Sent: Wednesday, July 23, 2008 11:20 AM
To: Hynes, Terence M.
Subject: _ AB-515 {Sub-No 2) CORP Abandonmenth:scontmuance  Coos Bay Llne

~ Confirming my phone message on the Port's discovery reguests, UP has no

objection to CORP producing the commercial marketing agreement or the
summary "speed gheets" applicable to thls 1ine g0 1ong as the ‘documents are
deslgnated "highly confidentlal "

Robert T. Opal

Union Pacific Rallrcad Company
1400 Douglas Street STOP 1580
Omaha NE 68179 :

‘Phone: (402) 544-3072
,Faxf.(aoz) 501~ 0132

This message and any attachments contain information from Union Paclflc which may be.
confidential and/or privileged.

If you are not the intended recipient, be aware that any élsciosure, copylng, d;strlbutlon
‘or use of the coatents of this message is strictly prohibited by law. If you receéive this
message in error, please contact the sender immediately and delete the message and any

attachments




