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Office of Proceedings
January 23, 2014
Part of
Public Record

851 Twelfih Street
Oalanont, PA 15139

January 7, 2014

Ms. Cynthia T. Brown, Chief
Section of Administration
Surface Transportation Board
Office of Proceedings

395 E Street, SW
Washington, DC 20423

Re:  Finance Docket No. 35797 — Union County Industrial Railroad Company -
QOperation Exemption — SEDA-COG Jomt Rail Authority

Dear Ms. Brown:

In response to a inquiry from your staff received last week, enclosed please find the
additional documentation which is submitted in connection with the above captioned Exemption
Notice: (1) a copy of the December 13, 2006 Operating Agreement between SEDA-COG Joint
Rail Authority and various operating railroads; (2) a copy of the STB Exemption Decision in
Finance Docket No. 35343 exempting the acquisition of control of various operating companies
including Union County Industrial Railroad Company by Susquehanna Union Railroad
Company; and (3) an unexecuted addendum to the December 13, 2006 Operating A greement
which replaces the original addendum and includes the White Deer track from M.P. 173.05 to
M.P. 177.67 comprising the White Deer track which will be operated by Union County Industrial
Railroad Company. We believe the enclosed documents respond to your staff inquiry and
provide appropriate documentation regarding the Union County Industrial Railroad Company
operation exemption sought in Finance Docket No. 35797. The new addendum will be
completed and executed on behalf of the parties on or after the effective date of the Board’s
Exemption Notice in this proceeding.



Ms. Cynthia T. Brown, Chief
January 7, 2014
Page 2

Should you have any further questions, please do not hesitate to contact me.
Very truly yours,
RICHARD R. WILSON, P.C.
Lodiast Bpl/ (s

Richard R. Wilson, Esq.
Attorney for Union County Industrial Railroad Co.

RRW/bab
Enclosure
Xc: Keith O’Brien, Esq.
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OPERATING AGREEMENT

THIS AGREEMENT j& made and entered into con the Agfjféay of

' ;Zét?vﬂzﬁii , 20068, o become effective January 1, 2007, by and between
SEDA-COG JOINT RAIL AUTHORITY, a Pennsylvania municipal autbhority arzared
undex the Municipality Authorities Act of 1894%, refarred to herein az the

*pauchericy;"

da
LYCOMING VALLEY RAILROAD COMPANY (*‘LVRR’’'), NITTANY & BALD EAGLE
RATLROAD COMPANY ('"'NEER''), NORTH SHORE RATLROAD COMPANY {(“NSHR”}, JUNIATA
VALLEY RATILROAD COMPAWY (“JVRRY} and SHAMOKIN VALLEY RAILROAD COMPANY
{“SVRR"), the foresgoing parties all peing Pannsylvania corporations angd are

individuaily referrsd to herein as an “Orerator” and collectively referred tg

WITNESSETH

WHEREAS, the Authority iz the owner of certsin lines of railread
{the ‘‘*Railrcad Premises'’)described in Exhibit A as authorized by the
Incersrate Commerce Jommission in Docket No. AR-167 {Sub Nos. 392N, 457N,
489Nf 589, 77% and 485N} )}, and STB Vinance Docket Nos. 33010 and 33008; and

WHERRAS, The Operating Companies have bean austhorized to conduct
and provide common carrier railroad operations and service on lineg of
railroad (the '‘Railyoad Premises’'} descroted in Exhibit “'A'f, in ICC
Finance Docket Nosg. 30538, 3€543. 33378 and 31378 (Sub No. 1) and STR Finance

Dockebk Nos. 33010 and 33008; and
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WHEREAS, the Authoxity has selected the Qperating Companies ta
provide rall freight service and to maintain the Railroad Premises for thes

benefit of shippers and communities served by said lines of railrgad;

NOW THEREFORE, the parties, intending to be legally bound, agrse

zg follows:

SBaction 1. DPefinitlons
F]

“Affiliate’’ means any entity engaged in providing railrcad

. b3 ) . o
Serviges to the Operaters; owned, directly or indirectly, in whole

> or in part, by either: {i) any of the Operators; (ii} any of ths
directors, officers oxr employess of any of the Cwpsrators ar theirx
spouses or lineal descendancs; [iii} any individual having greater
than a 25% ownership interest in che equicy of any of the
Operators {a ‘‘Prisncipal’'), or (iii) a Principal’s spouse ox

lineal daszcendancs.

“anthority Standards'’ mgans the maintenance stangdards get forth

in fxhibik B, ‘'Track Maintenance Standards’’, of this agreemenc,

“'“Capital Improvements’! mean asset additions, improvements, or
replacements, that are ot thi result of ordinary maintenance
activities to be performed by Operators under chis Agreement. In
the event of a dispute as to whether an improvement constitubtes a
Capital Tmprovement o¥ Maintenancsa, the dispure shall be submitted

to Avbirration pursuant Lo Section 29 of this Agreement.

"Change in Contxol" of the Operators shall be desmed to have
occeuryed if and when any person or group of persons shall,
subsequent to the date of this Operating Agreement, have acgquired
ownership of or the right to vote or to direet the voting of
cshareg of any of the Operstors representing f£ifty-one (51%)

percent or more of the total voting interest of such Operator.

{08
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“‘Eaviroomental Contaminavion'’ shall mean any contamination of
the Mailrozd DPremises arising wuocm the deposit, acceptance, use,
storage, transport, disposal or release of Hazardous Materizls to,
or under the Rajilroad Premises as a result of the receipt,

transportation, delivezy, use or storage of said materials hy any

of the Operating Companies.

“Hazardous Materials’/’ shall mean and inglude, without
limitation, (1)‘'hazardous substances'’ or ‘‘toxic substances’’
or “‘pollutants or contaminants’' as those terms are defined hy
the Comprehensive Environmental Respondge, Compensation and

Liakility Act, 42 U.5.C, §9601, 2% sSeg.; Lhe Toxic Substances

Contrel pet, 15 ©.S5.0, §2601, gk seg.; or the Transportation of
Hagardous Materials Act, 49 U.S.C, 58102, =t. sed¢,, all as
amended; (2] ‘‘hazardous wastesa'’ as that term is defined by the
Resourse Conservation and Recovery act, 42 U.5.C. 868501, et gag,
as amended; (3} any polliutant u¢ contaminant ox hazardous,
dangerous &r toxice chamicals, macerials or substances within tha
maaning of any other applicable federrl, state or local law,
regulation, code, crdinance, guideline, order, agreement or
reguireman: imposing liability or standaxds of corduct concerning
any hazardous, toxie or dangerous residual waste substance ey
material, or cthe exposurs of persons thereto all as amended as of
the date hereof; (4) any crude oil or any other petroleum product;
(3} any radicactive material, inecluding any source, sSpegial or
nutlear or by-product material as definsd in 42 U.§.C. 52100, &t
seg. as amended; {8) ashestos and asbestos containing materials in

any foyrm; or (7}, compounds containing polychlorinated biphenyls,

““Janotti Report’’ means the Track Iaspection and Maintenance
Right of Way Report to be prepered by Paul Janottbi pursuant te

Section 1i3(a) of this Agreement, and appended to this Agreement as

Bxhibit V'E.Y',

VWRailroad Premises’’ means all property of every kind and

deseription, real, persenal, and mixed, including, but not limited

LW E )

X¥d LArYISYT dH HYSP 07 Y1/12/70



to, the right of way, roadbed, tracks, bridyges, tfrack materials,
poles, wire lines, signals, switches, and other facilities,
buildings, and appurtenances comprising the premisee dessribad on
Exhibit *A’Y and utilized in the provision of rail freight

services pursuant te this agreement,

““Rail Praight Service’r means rall freight cranspertation service

to be provided by the Operating Companies pursuant to the

provisions of Title 49 of the United States Code. Part A, and

under the terms of this Agraannar.

“"STER'' means the Surface Transportation Board of the Uniced

States Department of Transportation.
““Thiz Agreement’s means this Operating Agreement,

““Prack Censultant’’ means a qualified comsulzant engaged by che
hurhority from time to time for the purpose of inspecting ths

Railroad Premises and providing periodic reports to the Authority

regerding the condicion theres?f.

Section 2, Exalusive Use of Railroad Pramises. The Authority shall provide to

the Opersting Companies access to and use of the Railroad Premisss. The
Cperating Companies shall have the exelusive right te use the Railyead
Premises only for the purpose of providing rail freight service thereon during
the term of this Agreement, or any extension or renewal thereof, subject to
the Tormy and conditions hereinafter centained. This Agraement ghall neot be
construed as conveying any ownership interest toe Qperators. Any use for
purposes other thapn rail Lfredight service, including passenger service or rail

excursions, shall require prior written permission of the AButhoriuy,

Seotion 3. Use by Othexr Carriers or Thixd Parties. In the event cthat Operators

desire te allow any other persen or entity sccess to or upon the Railroad
Premises Loy any purpose other than the provision of rail freighr services
hersunder, the Opsrator ghall secure pricr written approval from the Authority

which approval shall net be unreasonably withheld. Nothing herein shall

7o-d
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prohibit Opexator frowm providing access To ox upon the Railroad Premises by
persony oy enbities as required co epable Operator to provide rail freight

services a8 provided herein.

gection 4., Hon-Trangfarability. This Agreeiant and the rights herein granted

shall not ke assigned, sold, lezased, transferred, or in any other way
alienated without prior written conmsent of the Authority. For purposes cof this
Section 4, an assigoment shall include any transfer of any rights undsr this
agreement, whgther voluntary or involuncary or by eparation of law, including
any merger or cansolidacion of the Operaror or any Change in Ceontrold of the

Oparator mads without the Authority’'s prior writien consenc.

Saction 5. Defects in Title. The rights contained herein as to the Railroad

Premises are granted only ingofar as the Authority's federal regulsztory
auchorization and title permits, The Authority specifically disavows any
implied or other warranty cf title, nor shall the Authority be liable co
Operators for any defects or encumbrances wpon the fitle to the properties
censtituting the grani of exclusive use in Sewtion 2. Should & third pazrcy
assert & claim of title te the Railroad Premises, Authority and Operators
shall cooperate wich each other and take a::ioﬁ B8 necessary Lo preserve the

Railrcad Premises for ita intended use hereunder.

Section £. Right to Inspect, The Authority, its agents or assigns, shall have

the right, upon reasomable notice, to encer upon the properties constituting
the Railroad Premises for the purpose of making reasonable 'inspections. The
parties shall make reasonable arrangements Lo assure that the inspections can
be performed safely, without undus interference or disruption of the
Operators’ railroad cperaticns, in g manner consistent with the seCurity oE
the railroad facilities, Operavors shall, upon adeguate advance potice,
provide hi-rall equipmenc and a gualified driver to facilitate imspecrions
exercised hereunder., The ¢ost of such hi-rail eguipment and dyiver shall be
borne by COperators; provided, however that in the event the Authority reguires
such inspections more than two times during any caleadar year, the Authority
shall reimburse to Operators the gost ingurred by Operators for such

additional inspeccions.

i
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Section 7. Taxes and Uvilities. Operators shall pay and discharge, on o
before the last day on whick payment may be made withourt pepalty or interest,

any and a2ll caxes (including withoub limitation all real property caxes),

- assessments, charges for public urilities, excise, licensa and permit fees,

assessments, sewer rentals and other goveynmental impositions and shargss
which shall or may during the term hergof be charged, assegsed, imposed,
become due and payable, or 2 lien upon, o¥ arising in connaction with the use
by the Opsrators of the Rallroad Premises for rail freight service. Operators
shall have the zight to concest any Such taxXes or other chargea by appropriates
legnl proeesedings, ¢onducted at thelr own expense, providing that Cperators
shall fugnish cto Authoricy a surety bond or other security satisfactory to the
Authoricy sufficient to cover the amounr of the contested item or items when
such item or ivems exceed $2,500.00, with :nterest and pensliy for the period
which such progeeding may be expacted to Cake. Operators shall also pay any
and a2ll charges for warter, gas, electricicy, and other urility sexvices
provided to the Railrxoad Premises and usad Dy the Operator in the provigion of

rail freight services hereunder.

Section 8. Existing hgreements. Operators' use of the Railroad Premises is

subject te all of the terms and conditions contained in the following existing
agresemants, copies of which have been previousiy delivered to the Operacor:
al Reguisicion Agreemenc dated July 25, 1384 bebween the
Authority and the Consolidated Rail Corporation {‘“‘Congail’') undey
winich the Railroad Premises was acguired from Conrail {referved to herein
as “he July 25, 1%84 Agreement);
b} BAequisitrion Agreement dated Novewber 28, 1988, between ths
auchority and Conwail (referred vo herein as the November 28, 1588
Agreement) )
{¢) Acquisition Agreement daced November 6, 1586 between the
Authority, NBER and Conrail {(referred to herein as the '‘November 6,
18986 Agreemenc’'’l;
{d} Trackage Rights Agreement dated August 15, 1996, hecween the
Norfolk Southern (as successSor te Conrail}, NBER and the duthoricy (the

“‘Trackage Rights Agreement’’}; and

90-d
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) {e) settlesment Agreement dated July 1,2005 between Norfolk
Southerm Railway(NSR)}, LVRR, NBER, HSHR, SVRR, and Unicn County
Industrial Railroad(UCIR) and the Authority.

The Operators shall cenduct their gperations over said Railroad Premises in
accordance with the terms and conditions of the aforegaid Agreements and all
other agreements to which they are &z party and the puthority is now or
hereafiaer becomes a party or third party beneficiary. Addiviensily che
Operators heresby jointly and severally assume all obligations of LVRR under
the July 1, 2008 Settlement Aggyeement and all opligations of NIHER under che
November &, 1996 Agreement and the Trackage Rights Agreaments, and shall
indemnify and hold the Auchoricy harmless from all liability with respaot
therece. EXcept as set forth herein, neither the Authority nor the Operators
shall incur any obligation, uwndertake any action or assume any liabilicy of

the other parcty under the aforesaid Agresments.
Section 9. Term. The term of this Agreement shall commence January 1, 2007
and ¢ontinue uniil June 30, 2017, upnless terminated prior therets in

accordance with the provisiens of this Agreement,

Section 10. Operating Fees.

{a) Cperators shall bs jointly and gevearally obhligated teo pay
certain Opereting Fees for the use of the Rajlroad Premises as set forth in
Exhikit C, ‘‘Operacing Fees''.

{b}] It is expresely understood that such Operating Fees shall be
paid to the Authority without @ff-set for ary charges incurred by Operators in

cthe provigion of rail £reight services.

Section 11, Copndition of Railread Premises. Operators have inspected the
Railroad Premises and accept the same "as is®. The buthority makes ne
representation or warranty as vo the physical condition of the Railroad
Pramises or the condition cof the legal title. Operators shall return the
Railrozd Premisss to the Aucherity upon the termination of this Agreement in
the same condition as received or as improved. Norwithstanding the foregoing,
rhe puthorxity shall make no c¢laim or demand against the Opevators regarding

the conditicn of the Railroad Premises at Tha terminazcion of this Agreement,

L0°d
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provided that the Qpervators have complied with their annual maintenances

regponsibilities as set forch in Section 13 of thisz Agreement. -

Section 1Z. Provision of Additional ¥quipment and Facilities., Oparators shali

he responsible for providing all eguipment and facilities chat are reasonably
necegsayry for the safe and adeqguate rail freight services on the Railread
Premises. Such equipment and facilities shall include, but shall not be
iimited to, lucometives, rolling stock as available, maintenance equipment,
oifice space, and such other facilivies and equipment as are veasonably
ngoessary to provide raill freight service on the Railroad Premises as
contemplated under rhis Agreement. Notwithstanding the above, COpersators shall
not bhe found in default if cars which must be obtained from & Class I Caxyier

are net available at that time,

Section 13. Maintenance

(a) Prowmptly following the execution e¢f this Agreement, the
parties shall engage, Mr. Paul Jancortdi, at dperaters' sole expense, fto
prepare a comprehensive raport (the ‘'Janotti Report'’}, sstting forth
the exiscing copdition of the Railroad Premises, which reporyt shall be
appended co chis Agreement as Exhikit “'E.'’ Operators shall be solely
responsible for maintaining the Railrcad Premises in accordance with the
Mthority Standaxds or to the condition to which they have baan
improved, Notwithstanding the foregoing, te the extent the Janotod
keport establishes that the present cendition of any portion of the
Railroad Premises fails to comply wirzh the Rutherity Standards,
Opeyators shall not be raguirsd to maintain such portion of the Rajilroad
Premises to the Authority Standards, but shall instead waintain said
portion ¢f the Railroad Premises to condition as deseribed in che
Janotii Report, but not less chan applicable FRA Standayds, It is che
intention of the parties that any portion of the Railroad Premises thac
dc not presently comply with the Authority Standards shall be improved
£0 a conditicn that complies with Putherity Standards cver a reasomable
period of time, giving due consideration to the reasonable rail traffic
and revenue projecrions for said portions of the Railroad Premises

through the Annual Maintenance Program hereinafter described, and which

gg-d
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shall thereafter be maintained to the Authoriry Standards. Without
limiting the foregeoing, the parties further agree ag follows:

{1} On or before Jamuary 1§ of each year, Operators
shall prepare and submit to the Authority, 2 program (hereimafter
referred to as the "Annual Maintenance Program®) sekrving forth the
maintenance items to be performad for the enrcire Railrcad Premiges
during the remainder of the calendar year, and the anticipated
cose of such items te ensure that the Railroad Premises are
maintained in accordance with the Authoricy Standards.

{2) Dperators will review the Annual Maintenance
Program with the Acthority's Staff and Track Consultant who shall
review and amend the same to ensure that ik complies with the
suthority Standards not later than March 1 of gaid year.

{3} Operatora shall at their own cast be responsible
for maintaining the Railroad Premises in accordance with the
Aughority Standaxds as set forth in the Annual Maintenance Program
approved by the Authoricy's Tracvk Censultant.

{4} The aukhority's Track Consultant shall inspect the
Pailrpad Fremisaes at least twice each ecalgndar year to epnsure thaco
Operater is mainbaining the same in accordance wigh the Annual
Maintenance Program adopted by khe parties for the Railroad
Pramiges., Any deficiencies noted by the Track Comsultant or by
inspecrcors fyom the PFederal Railroad Administration or the
Pennsylvania Public Utilities Commissicn in routine ingpections of
the Railroad Premises shall be promptly remedied by the Operators
at their segle ¢ost and axpense.

(3} Any disputes arising with respect to either che
terms or reguirements of the Annuwal Maintenance Program or
Operatoers’ compliance with the Annual Mainrenance Program shall be
submitted to Arbicration purguant to Se¢tion 29 of this Agyeement.
{] fThe parties agree that any and all rails, tias or othey icems

of Track and signaling equipment removed and replaced Ry Operators in
the performance of reguired maintenance (cthe ‘‘Replaced Materials‘'’)
shall become the property of the Operators, regardless of whecther suck

renoved proverty is sold or recained by Operator as materials and
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gupplies, provided che Operators purchased the meterisl used in the

replacement,

{¢) I is expressly agrsed that Operators shall be financially
responsible for the repeir of damage to any portion of the Rallroad
Premises caused by a landslide, geclogical disturbance, flood pr
significant navural estagtrophe in an amount not te axceed $2§,000 per
occurrence, In the event eof an uninsured catastysophe resulting in
damages to the Railread Premises in excess of $23,000, the Avtherirty

e

shall have the right, but not the ohligaticn te pav such excess amount

by

regquired tTo repair the damages, and in the abesence of such rapair ths
provisions of Sectien 27 of this Agreement shall apply.

Section 14. Capital Improvements. Oparsbtors shall have the right, bur ngt the

obligacion with the prior written approval of the Auchoricy, to make, at their
own expense, Capital Improvements Lor ralliaid purposes on the Railroad
Pramises during the cerm of this Agreement. In such voluncary capital
improvements, OperaCors shall be requirad to pay the cost of removal of
aprurcenant structures, excluding track improvements, where required by the
Authorisy. Where such Operator finanrced Capivalimprovemsnts require or involve
the raplacement of an assert in place, the parties shall agree in writing in
advange of installation of the replacement assec, whe will have ownerghin of
the assety to be removed from the Railrcad Premises, and in the absenscs of
sugh written agresment such assars will belong te the Authoricy. The
Operators shall have n¢ otherxr obligations to finance or pay for any capital

tmprovement to the Railroad Premises undey the terms of this Agreementc.

Section 15. OQOperators’ Obllgations. Operators agree that they will at all

times during the continuance of rhis Agresment:

(s} Pay all charges in accordance with Sectionms 7 and 10
heraim, at such cime as the same are lue and payable, which chaxges may
be recovered by the Autherity in the same manner as any charge due or iﬁ
arrears,.

(b) Operate rail Ireighr service in accordance with all
federal, state and local requirements and shall be responsible fox
obraining all governmental approvals, authcfiza:ions, franchises,
licenses and permits ag may be preresquisita to the rendering of such

servica.

10
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(e} Observe and comply with any and all xequirementa of
all constituted public asuthorities and with all federal, state and local
statutes, ordinances, regulations and standards appliczble to Operators
or thelr use of the Railroad Premises.

{d) Maintzin and operate at their own expensa thes Railroad
Premises, including any buildings used cr leased by Cperators thareon,
in good operating condition and repelic in a mannér consiscent with
sound, accepred engineering practices and maintain the tyack in
accordance with the provisions of Section 13 cf this Agreement. Such
operations shall include, but not he limiced to, the remeval of all
wrecks and derailments within thircy (30) days following any such
og¢ourrence, restoration of the derailment site to safe operating
condition within thirty (30) days follewing suenh ccourrence, and
restoration of a derailme=at sice Lo its original condition or better
within ninety {90} days following the ceocurrence, subject ta the
provisions of Sectieng 13{c) and 27 of this Agreement,

{e} Operate rall freight service on lines of the Authority at
such levels and at such freguency as reasonably accsaptable rs che
Authority, subject ro the following guidelines: .

{1) Fragquency of Sarwvice: The Operators shall provide vail

Ereight service 2 minimum of twice a week. Nothing herein shall
reguire the Qperatcrs to operfiu & scheduled train when there are
no cars to be picked up from or delivered to shippérs on the
Railrpad Premises. The failure to provide rail freight service for
zen (L0) days {exclugive of Saturdays, Sundays, and Holidays)
after need for such rail freight service has been esrvablishad,
according to subsection (e) (2} hereoci, shall constitute a breach
ef thi= agreement by the Cperataors.

{2) Shipments destined to and from stations on the

Railread Premises shall be handled in accordance with rail
cransportation contractors or deliversd to consignes not lager
than the third day (exclusive of Saturdays, Sundays, and Legal
Holidays) after arrival of the shipment in the yard serving the
line with adeguats billing infermacion unlgss consignee notifies
the supervisor in charge of the Cperator’s Rail Freight Service of

the shipmenc’s imminent arrival on the lines of the Operators, in
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which c¢ase tha consignese can reguest a prompt placement dabte, Tha

operators shall exercise reasonabla efforts to provide prompt

empty car placement wheénever the consignor notifieg the Operators’
supervisor three (3) days prior to the day on which tha leadad
zar(s) shall be placed fox loading, specifying the date for the
zlacement of the empty car(s) fox movement ce the destination.
However, nocthing in this paragraph contemplates the Oparators:
providing better lavels of rail fraight service for certain
sustomers with similar, but not identical, characterisciecs withouk
=ollection of the applicable contract or appropriate published
charges for such special rail freight service. Nothing in this
paragraph precludes the Operators from providing more frequent
rail f{reight service than thab agreed upon in accordance with
Sectcion 15({e) (1).
(3) Quality of Service: .ne Operarcors shall provide safe and

ficient vail freight serviece, including, but not iimited eo: (1)

dgelivery and ag¢cess to empty rail cars subject to car

raitlability; (2) promprt handling of loaded xail cavs wirh

[

i__ i veasonable dispatch to and from points of interchange with ocher
carriers; and {3) maintenance and yepairs, snow removal, and
clearing of train deraiiments and wrecks on the Rallreoad Premises,
all a5 specified in this agreement. The Operators shall provide
the nsme, address, celephone number, and point of contact of the
ghippers that are served on the Railroad Premises to the Authority
wichin thircy (30) days from the date of exe¢ution of this

agreement. The Authority will survey shippers during the teym of

this agreement to determine guality of rail freight service
provided by the Operators, provided, however, that such suxvey
shall not seek information concerning confidential rail
transportation contracts, rated ¢y price negotlations of zail
freight service by &ny of the Operstors or their connecting
carriers, and the susvey results will be provided to Operators,
{4)Contral: The Qperators shall have exclusive contxol of
the operatien, perfcrmance and pricing of the rail freight
sexvige, including but pot limited to the dispatching and contraol

Lhw of trains, assigoment of avallable cars in good order, assignment
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of crews and other employses, and assignment and use of power. The
Operators shall use their best efforts to provide such rail

Ereight pervice in an efficient manner.

~

{5}0perating Rules and Requlations: The Operators shall have
the exclusive asuthority to promulgate and adopt rules, regulations
and tariffs chac are consistant with regulations ispued by the STR
and FRA and the provisions of Title 45 United Staces Code,
Subtitle IV, Part A.

(£] Norify the Authority in writing within cen (10} days of
any management and supervigory personnel changes, In the avent that sugh
employee is no longer parxt of the Operators’' organization, the Operator
shall advise the Autherity of the acticn taken te ensure that it will be
able ro provide rail freight services under this Agresment.

(g} The individual Operateor avthorized by the STH to provide
rail freignht gervices on the rail line on which a ¢laim ariges shall
fully indemnify, detend and helé harmless the Authoxity, icts members,
officers, agents, employees, successors and assigns, from and against
all elaims and actions up to the Authority’s legal obligation to pay any
such claims=, including the Authority's reasonable attorney’s fees and
lirigarvien costs and expenses, bazged upon or arising out of (i}

im_ 4 Operacor’s breach of ivs ckligacions under this Agreement; or (ii)
damage or injuries te persons or property [ineluding the Railxoad
Premises} caused by the negligence oV the involved individual Operavor,
or its agents, employess, guesta, invibees, contracvoys, suppliers of
matarials, or fuarnishers of service in the use and oceupancy of the
Radlroad Premises by the Operator.

{n) The individual Operator authorized by the STB to provide rail
freight services on the wall line on which a claim arises shall pe
liakle, defend and indemnify the Butherity for any damages, harm or
injury te the Railroad Premises caused by the negligence of the invelved
individual Operacor, its agsnts or emplovess.

(i} ALl of the Opeyators shall be jointly and severally
responsikle to the Authority znd defend, indemmify and hold the
Authoricy, its directors, oificerz and agents harmless from and against
any liability arising out of any environmental protection or pallution

law, or any liabilicy in tort {styicec liabilicy or etharwise}), up tc the
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Autherity's legal obligatios to pay ooy such liability, arising out of

Envivonmental Concamination of the Railroad Premises caused by any of

the Qperators’ rail operationg or their use of the Railrocad Pramises.

{j} Maincaim a policy or policies of liability insurance to insure
itgelf against liabilicy for injury or damage to persons and propermy,
which policies will ba in the minimum amounts set forth below:

Tyne
{1}

Limitsm
Commrehensive Gensgal Lisbilipy
Inayring against olaims fo» Fer all clairs

{a} Bodily Injury and $%,000,940 per

{b) Properey Damage Oecurrance,
deductible

825, %00
(21 Pederal Reployer's Liability Act
3} Cazso Legkl riabilicy

Covered gy blankec policy

noted in {1}
Covirnd by blankéet policy asted in 1)
{5) Foreign Rolling Stock
G¢vered by blunkec policy noted in (%1}
[5} Aucsmobile Liabiliny ’
-

1,900,000 per oaCuyrence;
§1,0060 dedyccible
{k)

Cause the Authoricy te be named as an additional insured
under ezach such pelicy (other than Empleyer's Liabillity) and furnish che
Autharicy appropriate cercificates of such ingurance which shall

specifically state that the insurance company shall furnish to the

Autherity at least chirty (30) davs netice of any lapse or matexial
changes in guch insurance;

(1) perform mariketing and sales activities to promote
increased rail traffic te and from the Railroad Premises.

{m) Annually, on the anniversary dare ef this agreement,
provide Authority with the following informacion, which to the extent

rossible under applicable law, shall be maintained by the Authority in
coniidenge:

1. Complete listing of names and addresses of all

officers, directors and senior management of
CH?EratIDrs.
2.

tomplete ligring of names and addrasses of all
stockholders of Operators,

including the total number
of shares owned by each stockholder.

14
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S8action 16.

57°d

{n) Operators hereby covenant and agree to provide one
hundred twenty (120) days writtén notice of amy proposed Change in
Contyrol ©f Operators.

The huthority shall have the right to approve or
disapprove any such Change in Control and shall have the right to

verminate this Agreement if awy actual Change in Contyol pcours without
Ruthorisy approval,

(o) Operacors zgras vo provide and maintain combined
unencumbered minimum working capital of f£ifvy thousand dollars
(850,000.00).

{p) Operators agree to provide and maintain & reserve on
deposii with the Authoricy,

of twenrty five thousand dollars

{§25,000.00)
at 2ll times in addicion to the minimum working capital requirements of

this section for the purpose of payment of liability claims nmotc
otherwise covered by ingurance,

The said reserve shall ke held by the
Authority in an interest bearing a¢count, with all interest accruing to
the benefit of the Opevator.

This amount way be reduced or waived upon.
wriktten approval of the Buthority. The Operators shall make an equal

deposit to match any withdrawal frem rhis reserve for payment of claims
within thirty (30) days thereafter.

{g) Peacefully deliver up and surrender possession of the
Railroad Premises to the Authority at the expiration or upon earlier
terminacion of this Agreement.

(¥} Upon expiration of this Agrecment or tévminavion of
Agreasment for any reason,

thig
che Operatwrss shall immediately file for
Gizcontinuance with the Surface Transperiation Board and assist the

Authority in making the transition o a new operacer,

Fotwithseanding
the foregoing, in the event the Cwerators contest ahy asserced
terminacion by reason of default and demand arbitration in accordance
with Section 2% of thiz Agreament, Operatcrs shall not be reguired to

£ile for discontinuance of rail freight service until sueh date ag such

arbitration kas been concluded and a derermination has been made that
Operators have breached the Agreement.

Ragtrictions. Operaters further agree that they will not:
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{a} Ocoupy the Railroad Premises in any way or for any
purposes unrelated to the provision uf rail serviees on the Railread
Premises;

{b) Ameign, mortgage. pledge o2 sncumber the Ruilroad
Premises or any part therecf or assign its obligations umder tchis
Agreemant without the prior written consent of the Authority;

{r) Permit te be crested or Knowingly zllow vo exist upen
the Railroad Premises sny use or storage {except as hecegsary for the

provision of rail freight sevvices), or the dispogal or relsase of

Hazazrdous Materials, pudlic o privats, and Operators shall indemnify

and hold hamrmless the auchority and all of its direcrars, officers,
agents and employees, in aggordance with Sestilon 15(i}. Operators shall
comply with all applicable federal, state and leocal laws, rules and

regulations pertaining to air, WELAT noise and wastes angd other
pollution or relating to the storage, tranaport, disposal ox *elease o
Hazardoue Materials, anrd shall bear the expanss of any and all pallﬂt‘o
conerel styrustures, devises or equipment which are regquired duvang hhé
term of this Agreement undex applicable laws, ordinances or governmencnl'
regulations 3a a result of Operator‘s provision of rail freighr N
servicas. Operators shall exercize due care in their use and operatioﬂ'
of the Railryoad Premises, including taking precautions agsinst '
reasonzbly foreseeable acts or omissions or the release of Hazardous
Materials into the environment.

{d) Initiate or conduct rail pasgenger sarvice over the _
Railroad Premises without the prioy written approval of the Aunhority?iﬁ
accordance with Saction 2;

(@) Except upop the Aubhority’'s prior written consent,

naivhexr the Operator(s) noy any Affiliate of the Operator(s) shall

copntinue or enter into negoriations or eanter into any_ﬁg;fements
any qnhgx railroad, ineluding specificaliy Class I rail:oaééﬁfm'
the reasonmable opinion of the Authority affects the interestsi
Aurboricy, including:(3) the competiiive access of the shipp
the constituent counties of the Auchority to Class I vail serv

the proper maiptensnce of the Railroad Premises; or (iii) the

out of the Authority’'s stated mission to preserve rall service in

16
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Central Penpnevlivania and co further sconomic developmenr throwgn nue
retention, improvement and expansion of the infrastructure,

(£}  Barer into & Lontrast oy agreemant wivh an Affiliste
of tha Operators having a value in axcess of 55,000, except upon the
Buthority's prier writven congsent, which consent will not be wirbheld if

the transaction is determined by the Aurhoricy to be commercislly

raasonable.

(g} Ex¢ept upen the Aurthority’s prior written consent,
enter iato negoriztions or agreements with any third payvies for the
lease or acquisicion of rail lines located within the counties
camprising the membersahip of the SEDA-Couneil of Governments or wiich
directly comnect wicth the Railroad Premises, ic Eeing the parties’
exprass understanding that the Authority shall have the firsc right and

oprion o acguire any such lines,

Section 17. Relationship between Operators and the Auvthority. Auchoricy is a

Penngyivania municipal authority, and a body corporate and politis, Bach of
the Operators ls a privare corporatien, an independant coatractoer, and nons &f
the Operators are agents of the Authorxity. Except as set forth in Section
15{g} and {h}, sach of the Operators shall be jointly and severally liable to
the Authorivy for any hresch of this Agreement by any asingle Operarver.
Whenever Operators require written approval [rom the Authority, the sigmature
of the Executive Director will suffice to validate such wricten approval,
Wnenever che Authority requires writcen approval frow che Operators, the
signatura of the President of any single Operaror will suffice to validate the
written approval of each Operator, Operators and the Authority shall meer at
least guarterly to review and discuss revenues, costs, operations,
maintenance, marketing, and service, Opeérators shall inform the Authoricy ang
affected shippers of any major action or event velated to the Railrosd
Premises that may affect rail freight service to those shippers as soon as
Operators know suchk action or evenc. The Authority will inferm Operarors oﬁm

any problems or concerns related to the rail freight service,

Section 18. Annuzl Reporting.

17
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[a) Annual Report: The Operators shall prepere an annual

repoyt ingiuding, =2t 2 mindwmuwm, 1) the number of revenua producing
QE* carlsaads, 2) the number of reportable accidents as defined by FRA and

their locationm, 3} reportable derailments as defined by FRA and their
logation, 4} Financial statements aﬁdited by an accounting firm
acceprable tTo the Ruthority, S5} coneiruction and mainternance expenses,
§) FRA and/or authority inspection reports with gorrective action taken
or planted, and 7} a2 report of other pccourrences having a significant
impact on the condition of the Railroad Prewmises or the rail traific
handied thereon. An annual yeport shall cover the Operator’s fiscal
years or parts of fiscal years from the date of execution of this
agreement to its terminavion. Annual reperts shall be submitted to the
buthorizy within three {3) wonths afber the close of esach such Ffiseal
year, provided Operavors' tax filings are completed by that tima and
shall be submitted to the Authoricy subseguent to a deferred tax filing
upen ¢ompletion by Operators’ acccuntang, in which ingvance a
prel}minary Report shall be submitted within three (3) months aftar the
clese of the Operator's fiscal year.

(b) Audit and Inspection: Upen remsenable notice, the
Cperator will allow the auditors of che Authority te audit &l1 the

aad records of the Operators thart ware used to determine the revenues and

R

costs related to the ammual veport., Al such receords shall be kept for a
period of four (4} years zfter the jassuance of the related aznpusal
. report. The Operators will also allow imspection of che Railroad

Premises and the equipment used thereon by the authorized

representarives of the Authority uporn reasonable notice.

dection 19. Performence Andit. The Ruthority may at its expense, from time Lo

time, conduct a performance aundit of marketing, operating, maintenance, and

orvher obligations and functions of the Operators.

Sectisn 20. Rents from Non-Operating Propewties, The Authority is saiely

responsible for entering into, extending, or terminacing all nop-operating

leases, licenses, and easements on &il Authoricy property, including the
Railroad Premises. The Authority shall receive amy and all rents arising from

any leases, private crossings, licenses and occupaticns or renewals thereof

~ 18
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en any portion of the Railvoad Premises, insluding, but nor limizad to, rants,

license feegs, Crossing fee¢es, casements, and other ravenues paid by any parcy
{ occupying a portion of the Railroad Premiges with poleg and wire, and rencsls
and fees for sigrmboards, platform locations, driveways, storage facilities,
sida tracks, pipe lines, water rights, fiber optics, land rents, building
rents and watery tank rents, among other cthings. The Authority shall collect
such amownits as they become due. The Authorizy shall determine the propercvies
claszified as “‘Non-Opersting Properties, '’ except that any such designartion
ghall not interiere with Operators’ ability to £ulfill its obligations under
this Agreement, It is sxpressily agreed thst the Authoricty shall have the
unilatersl right to withdraw such portioms of rbe Railroad Premises from the
provisions of this Operating Agreement as it reasenebly determines are not
reguived rvo enable Qperatvors to fulfill cheir common carrier obligarions and

to provide Rail Freight Services to cuscomerz under bhis Agreementc,

Saction 21. Public Creosgiangs. During the term of this Agreement or any remewal

thereof, Operators shall assume and shall indemnify the authority for and
against gll obligations with respect to &ll public crossings by publi
highways, bridges, or utilities, inciuding such obligations as presently exist
Lh, or which may be hereinafter imposed uader the provisions @f Penngyvivania
Public Ucilicy Code a2nd any orders ilssued thersunder with respect co the
Railroad Premises exgept thosg “non-operating properties? for which the

auchoxity has sole respongibility under Section 20 of this Agrasement.

gaction 22. Condemnation of Railxoad Premises, II the Authority’'s ownership

interest in the Railroxd Premises, or any portlion thereaf, are condemned or
taken by any camperent auchority for sublic use, Lhe award for payment of
damages resulting chersfrom, or any amount paid in secclemant thereof, shall
e paid to and retained by the Authoriny, exospt as hereinafter provided. If
the Operators’ occupency interest in the Railroad Pramises or any portion
chareof ars condemned or taken by anv cowpetent authority for public use, the.
award Or payment of damage resulting or any amount paid in settlement tagreofi”
ghall be paid o and retained by the Operators. If the entire Rkilroa& 
Premises are so takan or such substantial part thereol as shall materially,

E impair or interfere with Operators' proper use and enjoyment thersof, this
Agreement shall automatically terminate as of the date of the taking, If anly
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such portion of the Railroad Premises is taken ac ghall not materially impair
or interfere with the Operater's proper use and enjoyment thereof, this
greemant shall contimme in ful) farce and 2ffect, and all proceeds of the
condemuation award or payment to either party shall first be used as wmay be
regquired for the resteration of the Railroad Premises in suth a manner as will

enable the contimuing cperation thersof for rail freight services hereunder,

Section 23. Breach
{a} Any one ¢r wore of the following events shall comstitute an.event
of default (an "Event of Deafaule"j:

{i} Opsrators’ failure to pay any Operating Fees to the
Authoriry hersunder within fifteen [18) days of the date due and payable
hersunder;

(i1} oOperators’ fallure to opzerve and perform any of the
terms, «ovenants, conditions, limitation or commitments under this
Agresment on Operacors' part te be observed or performed (other than
payment of Uperating Fees) for a period of thirty {30) days following
written notice thereof ;

{iii} Any of the Operators shall £ile a2 voluncary petition
in bankruptey ¥ shall be adjudicated a bankrupt or insolvent, ar shall
file any pevicion or answey seeking any recrganization, arrangemencs, g
gomposition, readjustment, liguidacion, dissolution or similar relils?
under the present or any future federal bankruptcy or insclvency statutfe
or law (cellectively in this Article *insolvency laws®), or shel]l seek,
consent to Or a¢quiesce in the appointment of any bankruptoy or
insolveney trustee, receiver oy ligquidator of any such Operators or of
all or any substantial part of their properties;

{iv} The commencement of any action, c¢ase or proceeding .

{*proceedingt) against any of the Operators seeking (i) any
reorganization, arrangement, compositior, readjustment, 1iquidation;t
dissolution or similar relief under any insolvency laws, or (ii) the

appointmens, without the consent oy acgniescence OF such Operatvor, ai-::
any vrustee, receiver or liquidator - Operator or of all or

substantially all of its properties, and the proceedings shall continue

un~dismissed for s pevied of gixty (60) days;
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{vi Operators shzll discontinue sexvioe or vacate any
portion of the Railroad Premises without the Authoricy's prioy written
conaent;

{vi) 1If a federal or state tax Lien is filed against anv of
the Operators affecting the Railroad Premises and remaing undischarged
within sixty (80} davs after izs filing;

{vii} If a final judgment for the pavment of money in

excass of $23,000 'shall be rendered against sny of the Operators and
such judgment shall remain undizcharged for a period of sixry {60) days
during which execurion shall not be effectively sraysd;

fviiil A Change in Conr.oi of any of the Operators shall
orecur without the Authoricy's prior writfen consent '
(b) Notwithstanding the provisions of Section 23{a),if any default other

then a default in payment is curable, it may be cured {and no Event of befzult

will desmed to have occurrad] if Operators, after receiving written notice‘ifqm
the Authoricy demanding cuye of suéh default: (1) sither cure the default.éiiﬁiﬁ
chivey (30) days; er {2} if the cure requires more than thirgy (30) déyé}
immediately inirciste to cure the default and thereafter continue and cowpleﬁé
all rezsonable and necesgsary steps suffigient o produse compliznce as soon &s
reasonably practical; A

{e} In the event any of the Operacors commics an Event of Default as

r

provided in Section 23{a}, which Bvent of Default is not cimely cured as

provided in Section 23(b), in addirion te ivs ocher rights and remedies _
gvailakle at law or egquity, the Authority shall have the immediste right gpﬁﬁf
writren notice to the Operators to termipare this Agreemesnt, In the event of‘:k ; i?
sich termination, the Auchority will use 714 best efforts te engage & _ 1
replacenent operator to provide such service. In the event such replacement"tn
operstor must be subsidized by the Authority, the Autharity will bill che .
Operator for the subsidy amount and the Operator shall remit payment to the
Authority in a timely mauner for & period not to axceed one (1) year from tba~ -
dates of such ferminarion. However, in the event no cperatdr can be en ged.
for such purpose, and in the event the Railroad Premises sre absndoned
Authority by reascn of such breach, or otherwise terminated by legal aétib' g
the Operator shall coopevate fully with the Authority in setcling any and 211 o ‘

clzims sought by any party a5 a result.
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section 24. Notice. Notice provided for herein shall be sufficient if sent
by certified mail postage prepaid, or commercial overnight delivery service

requiring execution @f a receipt indicating delivery, as follows:

To the Authority:

SEDA~COG JOINT RAIL AUTHORITY
201 Furnace Road
Lewisburyg, PA, 17837

To Operators:

North Shore Railroad Company
35§ Priegtley Avenue
Norchumbarland, PA 17857

oy to such other address as either party may, from time co tcime designate to
the other in writing. It iz expressly agreed that notice to any of the '
Qperators providad to the above addregsed shall constitute notice te all

Op&rators,

Segkion 25, Regulatory Juzisdiction.
fa} This Agreement is subject to the oiders, rdie

and regulations of appropriaste regulatory auchorities, including'hhé 8TH.

and che Pennsylvania Public Urility Commission, having jurisdiction ovew

Operators and the ARuthority.
{b} In the event =that either prrty determines that
it ig necessary o participate in an administrative or judicial
procesding or to take a position bafore any governmental body whieh may
atfect the incerests of the other or the rail freight services provided

hereunder, each party shall provide the other parcy reasonable advégée

notige of its intent ta do 50 and the nature of the intevest or p@;f
it will apserc. The parties shall use their best giforts to commuﬁzca;e
and coordinate their parcicipation and/or positions.

I

Saction 26, Accesg to Becords.
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utherity shall maintain the information contained in such records and
reports in confidence to the extent possible undar applicable law.

{p) The Autherity shall have full access to these recoxds
and reports during nermal business hours and the zight Lo make copies at
the Operators’ office upon 48 hours written notice, duly given to

Oparatoy,

Section 37. . Force Majeure. None of the parties hereto shall be held

respensible or liable, either directly or indirectly, or be deemed in defamit .

or preach of this Agreement for any loss, damage, injury, delay, Ffailure or

ipabiliry to meer zll or any ncrtich of its commitmencs hereunder caused by 3
arising from any cause which is unavoidahls or bayond its reasonable ,onuro1
including without limitation, war, hos tilities, invasicn, ;nsurract;@n. riot,
terrorist activities the oxder of any comperent Civil ox militaiy governﬁen;;j
explosion, fire, strikes, lockocuts, ARR sevv;ae orders, actions cf other o
carriars that materially affects Operator's oparations, labor dispures, perzls
of water including floods, ice, breakdoewns, Acts of God including storms oY

other adverse weather conditions, washouts, wrecks or derailmencts thav cannot .

be removed within thirvty {30¢) days pursuant to Section 15(d} or other gauses
of a similar or @issimilar nature which wholly or partially prevent the

Parcies or either of them from carrying out the terms of this Agraement;

provided that the Party experiencing such force majeure or partial [orce
majeure promptly gives to the ocher Paroy wzitten hotice what the disabling

effect of sueh force majsure shall be eliminated as scon as and te the exrtant

reasonably possible apd that sach Party shall have the vright to determine and"'im
settle any srrike, lockout and labor dispute in Whlch th&t Pa*ty may be ,"
involved ipn its scole diseretion., In the cvant chau one Party 5 perfcrmaﬁce
suspended in whole or in parr by foxce majeure, the other Party's obligar
to perforw hereunder shall be sucpended or commensurately reduoed £¢r'§hé

durstion of the force majeure and for such additional reasonakle period zs

be required because of the existence of the force majeure. In the event.thal
one party's performance hereunder is suspended by force mejeure and cannoﬁ
resumed within a reasonable period of time, either party shall have the ri
to ssek STB authorization to abandon and/or seek a discontimuance of serviq'
with respeet to that portion of the Rall Premises adversely affected by tﬂz
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force majeur condition and upom yecsipt of such authorization to Terminate

this Agreement with regpect thereto.

k‘“ Saction 28. Labeor Conditieng. If Juring the term of rhis Agreemeut or TR

subsequent renewzl thareof, any labor protictive conditions should be imposed -
as z result of an 8T8 order or pursuant o the Railway Labor het, Operator
agrees to Fully indemuify the duthority from the costs of said labor

protective condizions.

Section 28, JArbitzation, Any claim or coptroversy arising under the
provisions of this Agreement, or an asserted breach thereof, which cammot be . .
resolived by the parties, shall be settled by arbitwation in Lawisburg, '

Penneylivania, in accoyrdance with the Commercial Arbifration Rules of che

Emerican Rrbitraticn Association. The arbitration prccaedmng shall be heﬁd 13"
Lewisburg, Pemnsylvaniz. The decision of uhe arbltrator(s) shall be fznal an
conclusive upon the parties heretoe and shall be anforxceable in a court of
competent jurisdiccion. Bach parcty to the arbitration shall pay the
compensation costs, fees and expetnses of its own witnesses, exhibits and _
counsel. The compensation costs of the arbitratoris), ii any. shall he boxne
egqually by the Uarties herevo, The arc;cl ori{s)} shall not have tbe power uo
- awayd consequentisl or punitive damagas or to detevm¢ne vioiations of crimzn
law or antityust law, The arbitratorg shall have the right to refev any *a;l

regulatory issues to the S$TB for an advisory opimion.

Saection 30. Successors and Aseigus. This Agreement shall inure vo the

benefit of and shall be binding upon the parties hereto and their regpective
succassors and assigns. However, this provision shall not be comstruned cc;lf
confer on Operators any right or authority te assign all ox any part of this
 Agreemant without the Authority's prior comseat. It is expressly agreed that
the Authority shall have the right to azasign its interest in th;s Agraemea:

a2 lending institutien for purpases of financial secu*;»y.

Ssction 31. Patire Agreement. This Agreemant, together with the Agreemehﬁs

described in Section 8, contains the entire understanding of the parties_'rr
regpant to its subject matter. It is expurossly undersatadd tnat the w1‘
Agreement shall supersede and replace the existing OPerating Rgreemants
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betwegen the Authority and the Operarvors, whick shall each terminate sffecrive

midnight, December 31, 2006. No oral statement or prior writcen matter shall
have sny force or effeot., The parties hereby ackaowledge thac chey are not
relying on any representations or agreements other than those contasined in

this Agreement and the Agreaments described in Section 8, This Agreement

shall not be modified except by 2 written instrument subscribed by both

vayties hereto.

Section 32. Sevarabilitx; If any term, covenant, condition or provision (oxr . f
part thereof) of this Agreement or the application thereof to any parsen or -
circumstances shall, at any Time or to any extent, be invalid or | _
unenforceable, the remasinder of this Agréement or the applicaﬁinp of such te
or provision {(or remainder thereof) Lo persuns oy circumstappes;dther thaﬁz
these as to which it is held invalid or wnenforceable, shall not be affecced.
thersby, &nd gach term, covenant, conditien and provision of this Agrsement

shall be valid and be enforced to the fullest exctent permitted by law.

Secrion 33. Nemdigcrimination. The Operatcr shall comply with the

nondiserimination clause arttached hareto and incorporatced here_r BS Exhzb:t D.

Section 34. 2Applicable Law. This Agreement shall be construed in accordance,
with the laws of the Commonwealth of Pennsvivania, C

IN WITNESS WHEREOF, the parties herenc have caused thie Operating
Agreement ro be executed by themselives or by their respective duly authcrized'

officers as of the date and yesar first above written,
CATTEST: : SEDA-COG JOINT RAIL:

;3?532%3V\43£§$XR'¥i/\19ﬁﬁAﬁN

ATTEST:

By:;;?\,Léam;vwﬁﬁzézzﬂﬂgi;f
Zsauu -:7;¢4aua.
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ADDENDUM TO OPERATING AGREEMENT

THIS5 ADDENDUM is made and entered into on the day of

, 201 ; by and between BSEDA-COG JOINT RAIL AUTHORITY, a

Pennsylvania municipal authority created under the Municipality Authorities

Act of 1945, referred to herein as the "Authority;"”

a
n
d
LYCOMING VARLLEY RATLROAD COMPANY {'‘LVRR''), NITTANY & BALD EAGLE
RAILROAD COMPANY (‘‘NBER‘'), ¥WORTH SHORE RAILROAD COMPANY (“NSHR"), JUNIATA

VATLLEY RATLRCAD COMPANY (“JVRR”), SHAMOKTIN VALLEY RAILROAD COMPANY (“SVRR"},
and UNION COUNTY INDUSTRIAL RAILROAD COMPANY (the foregeing parties zall being
Pennsylvania corporations and are individually referred to herein as zan
“Oparator” and collectively referred to herein as the "Operators");

a
d

SUSQUEHANNA UNION RATLROAD COMPANY (“SURC”), being a Pennsylvania

corporation and referred to herein as the “Helding Company.”

WITNESSETH

WHEREAS, the Authority is the owner and lessee of various lines of
railroad (the '‘Railroad Premises'’) more specifically described in Exhibit A
attached te & c¢ertain Operating Agreement dated December 13, 2006 and
effective January 1, 2007, betwsen the Authority and the Operators, as amended

(the ‘“‘Operating Rgreement''); and



WHEREAS, the Operators are authorized to conduct and provide

common carrier railroad operations on and over the Railroad Premises; and

WHEREAS, pursuant to the terms of the Operating Agreement, the
Authority has engaged the Operators to provide rail freight service and to
maintain the Railroad Premises for the benefit of shippers and communities

served by saild lines of railroad; and

WHEREAS, the parties desire by this Addendum to modify and amend
the Operating Agreement to enlarge the Railroad Premises to include additional

rail lines of the Authority;

WHEREAS, the parties also desire to add Union County Industrial
Railroad Company {''UCIR’’) as a party to the Operating Agreement, effective

as of the date of this Addendum;

NOW THEREFORE, the parties, intending to be legally bound, agree

as follows:

1. The existing Exhibit '‘A‘' of the Operating Agreement, which
sets forth the lines of railroad owned by the Authority which comprise the
Railroad Premises (as defined in the Operating Agreement), is hereby deleted
in its entirety and replaced with the Exhibit '“‘A’’ attached teo this Addendum
and incorporated herein. 2Accordingly, all references to the Railroad Premises
in the Operating Agreement =hall refer to the Railroad Premises as set forth

cn the Exhibit ‘A"’ attached to this Addendum.

N2



2. UCIR is hereby added as an Operator to operate the portion
of the Railroad Premises known as the White Deer Track and such other rail
lines of the Authority as the Authority and UCIR shall mutually agree, subject
to any necesgary authorization from the Surface Transportation Board and other
applicable government authorities. Accordingly, effective as of the date of
this Addendum, UCIR shall be bound to perform all responsibilities and observe
all obligations which an Operator is required to perform or observe under the
Operating Agreement.

3. Except as amended herein, the Operating Agreement is hereby

ratified and affirmed in its entirety.

IN WITNESS WHEREOF, the parties have executed this 2Addendum to the

Operating Agreement on the day and year first above written.

ATTEST: SEDA-COG JOINT RAIL AUTHORITY
By: By :
Michael J. Krentzman Jerry 5. Walls
Secretary Chairman
ATTEST: OPERATORS :

LYCOMING VALLEY RAILROAD COMPANY

By: By:

NITTANY & BALD EAGLE RATILROAD COMPANY

By: By:




By:

By:

By:

By:

By:

NORTH SHORE RAILROAD COMPANY

By:

JUNIATA VALLEY RATLROAD COMPANY

By:

SHAMOKIN VALLEY RAILROAD COMPANY

By

SUSQUEHANNA UNION RALLROAD COMPANY

UNION COUNTY INDUSTRIAL RAILROAD COMPANY

By:




EXHIBIT “A” - DESCRIFPTION OF RAILROAD PREMISES

The Railroad Premises shall include all of the property of every kind and description, real, personal, and
mixed, including the right-of-way, roadbed, track, track materials, poles, wire lines, signals, and other
facilities, buildings, and appurienances for the following lines, except as otherwise defined or provided for
in this Agreement. These Railroad Premises are more fully described in certain deeds from the
Consolidated Rail Corporation to the Authority:

Nittany & Bald Fagle Railroad:

Nittany Main Line from M.P. 1.0W to M.P. 54.3 (Lock Haven to Tyrone)

Gray Yard adjacent to M.P. 222.2 to M.P. 223.2 (Norfolk Southern Pittsburgh line M.P. numbers)

Lock Haven Yard adjacent to M.P. 194.3 fo M.P. 185.1 {(Norfolk Southern Buffalo line M.P. numbers)
Pleasant Gap Industrial Track from M.P. 0.0 to M.P. 3.0

Bellefonte Branch from M.P. 30.8 to M.P. 42.5 {Milesburg to Lemont)

Bellefonte Sunnyside Yard M.P. 32.4 to M.P. 33.1

“Shop” Track from M.P, 0.0 to M.P. 1.0

All operating remnants of the Mill Hall Industrial Track (N&BE main line M.P. 51.8)

Mill Hall Industrial Track - starting at M.P. 13 {Draketown) and extending east 1.9 miles to end of
track {Castanea)

North Shore Railroad:
North Shore Railroad from M.P. 213.45 to M.P. 176.97

Berwick Yard M.P. 178.7
BIDA Complex from NSHR M.P. 176 up the Hill Track to and including all track within the BIDA

Complex

Shamokin Valley Railroad:

Shamokin Valley Main from M.P. 0.0 to M.P. 25.2
Carbon Run Branch from M.P. 0.0 to M.P. 1.5
SAIC Industrial Park Track from M.P. 0.0 to M.P. 1.0

Lycoming Valley Railroad:

Grumman Lead from M.P. 199 to M.P. 200 (formerly the Muncy Industrial Track)
Lycoming Secondary from M.P. 189.8 to M.P. 1811

Newberry Yard M.P. 181.1 to M.P. 1794

Avis branich from M.P. 179.4 to M.P. 166.0 at Avis

All operating remnants of the Williamsport Industrial Track

Antlers Running Track M.P. 179.4 to M.P. 178.7

Juniata Valley Railroad

Lewistown Yard M.P. 0.2

Maitland Industrial Track from M.P. 0.0 fo M.P. 7.4

Burnham Branch from M.P. 0.0 to M.P. 4.0

MCIDC Track

West Park Track - Granville Township from the NS Pittsburgh Main north to and including all track
within the MCIDC West Park

Union County Industrial Railroad

White Deer Track from M.P. 173.05 to M.P. 177.67
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SURFACE TRANSPORTATION BOARD
DECISION
Docket No. FD 35343

SUSQUEHANNA UNION RAILROAD COMPANY —CONTROL EXEMPTION—NORTH
SHORE RAILROAD COMPANY, NITTANY & BALD EAGLE RAILROAD COMPANY,
SHAMOKIN VALLEY RAILROAD COMPANY, JUNIATA VALLEY RAILROAD
COMPANY, LYCOMING VALLEY RAILROAD COMPANY, AND UNION COUNTY
INDUSTRIAL RAILROAD COMPANY

Decided: January 6, 2011

Digest:' This decision permits Susquehanna Union Railroad Company, a holding
company owned by Richard D. Robey, to own all of the stock of 6 Class 111
railroads also owned and controlled by Robey.

On April 12, 2010, Susquehanna Union Railroad Company (SURC), a noncarrier holding
company, filed a petition for exemption {petition) from the prior approval requirements of
49 U.S.C. § 11323(a)(4) to acquire 100% stock control of 6 Class III railroads: Norih Shore
Railroad Company, Nittany & Bald Eagle Railroad Company, Shamokin Valley Railroad
Company, Juniata Valley Railroad Company, Lycoming Valley Railroad Company, and Union
County Industrial Railroad Company (collectively, System Carriers). By a deciston served on
August 27, 2010, the Board instituted a proceeding, The Board will grant the exemption.”

BACKGROUND

SURC is a noncarrier holding company owned by Richard D. Robey. Robey also is the
sole owner of the System Carriers. Currently, significant menagement, budgeting, maintenance,
and operational functions for the 6 System Carriers take place at a central office in
Northumberland, Pa., afl overseen by Robey. SURC states that, for the purpose of conforming

' The digest constitutes no part of the decision of the Board but has been prepared for the
convenience of the reader. It may not be cited to or relied upon as precedent. Policy Statement
on Plain Languase Digests in Decigions, EF 696 (STB served Sept, 2, 2010).

* SURC’s petition also requested that the Board preempt and nullify, under 4% U.S.C.
§ 11321{a), a provision of an operating agreement between SEDA-COG Joint Raii Authority
(JRA} and certain System Carriers that lease and operate separate lines owned by JRA. The
provision requires JRA to approve any change of control of certain Systemn Carriers. In a letter
filed on July 28, 2010, JRA states that the parties successfully conciuded settlement negotiations
and that it consents fo the proposed transaction,
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the corporate structure of the Systern Carriers with the day-to-day functional management and
operations of the System Carriers, it seeks to consolidate the System Carriers into SURC. SURC
would obtain 100% stock contro} of the System Carriers by a noncash tender of 100% of shares
in the System Carriers stock from Robey to SURC in exchange for issuance of additional shares
of SURC to Robey. As a result, Robey would own and control the & System Carriers through
SURC.

DISCUSSION AND CONCLUSIONS

The acquisition of control of at least 2 rail carriers by a person that is not a rail carrier
requires pricr approval by the Board under 49 U.S.C. § 11323(a}{4). Under 49 U.S.C.
§ 10502(a), however, the Board must exempt a transaction or service from regulation if it finds
that: (1) regulation is not necessary to carry out the rail transportation policy (RTP) of 49 U.S.C.
§ 10101; and (2) either (a) the transaction or service is limited in scope; or {b) regulation is not
needed to protect shippers from the abuse of market power.’

In this case, an exemption from the prior approval requirements of 49 U.S.C. §§ 11323-
25 is consistent with the standards of 49 U.S.C. § 10502. Detailed scrutiny of the proposed
transaction through an application for review and approval under 49 U.S.C. §§ 11323-25 is not
necessary to carry out the RTP. Rather, an exemption will promote that policy by minimizing
the need for Federal regulatory control over the proposed transaction and ensuring the
development and continuation of a sound rail transportation systemn that will continue to meet the
needs of the shipping public. 49 U.5.C. §§ 10101(2) and (4). By allowing the consolidation of
control of the System Carriers through SURC, an exemption would encourage the efficient
management of the System Carrlers. 49 U.8.C. § 10101(9). An exemption also would allow for
the expeditious handling and resofution of this transaction. 49 U.S.C. § 10101(15). Other
aspects of the RTP will not be adversely affected.

Regulation of this transaction is not needed to protect shippers from an abuse of market
power. SURC has indicated that the proposed transaction will not result in a change in rail
operations or a lessening of competition. The transaction involves only 2 nominal change of
control by means of consolidating 100% stock control of the System Carriers, which Robey
currently owns and controls, into a noncarrier holding company, which is owned and controtled

* This transaction would normally be subject to the Board’s class exemption under
49 C.F.R. § 1180.2(d)3), which exempts a transaction that is within a corporate family that does
not result in adverse changes in service levels, significant operational changes, or a change in the
competitive balance with carriers outside the corporate family. However, SURC instead filed a
petition for exemption in light of the now resolved issues arising from the operating agreement
with JRA.





