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85 I Twelfth Street 
Oakmont, PA 15139 

Ms. Cynthia T. Brown, Chief 
Section of Administration 
Surface Transportation Board 
Office of Proceedings 
395 E Street, SW 
Washington, DC 20423 

RICHARD R. WILSON, P.C. 
Attorney at Law 

A Professional Corpomtion 
518 N. Center Street, Ste. 1 

Ebensburg, PA 15931 

January 7, 2014 

Of Counsel to: 
Vuono & Gray LLC 
2310 Grant Building 

Pittsburgh, PA I 52 I 9 
(412) 47I-I 800 

(4I2) 471-4477 FAX 

Re: Finance Docket No. 35797- Union County Indus!Tial Railroad Company­
Operation Exemption- SED A-COG Joint Rail Authmity 

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 ofthe December 13, 2006 Operating Agreement between SED A-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 Agreement 
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 Cmmty Industrial Railroad Company 
operation exemption sought in Finance Docket No. 35797. The new addendmn 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. 

         
         
         
          
         
          
          
         235337 
        ENTERED 
Office  of  Proceedings 
   January 23, 2014 
       Part of  
    Public Record 



Ms. Cynthia T. Brown, Chief 
January 7, 2014 
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Should you have any further questions, please do not hesitate to contact me. 

RRW!bab 
Enclosure 
xc: Keith O'Brien, Esq. 

Very truly yonrs, 

RICHARD R. WILSON, P.C. 

u~n{/./~ 

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



OPERATING AGREEMENT 

;;>r/.L 
THIS AGREEMENT j,s made and entered into en the h.l..~~- day oi 

~,;~,tt~ , 2006, to become effective January 1, 2007, by and between 

SEDA-COG JOINT RA!L AUTHORl~Y, a Pennsylvania municipal authority created 

under the Municipality Authorities Act of 194!!, refer.ted to herein as the 

"A.u;:.hcrity: 11 

n 
d 

LYCOMING VAL!.EY RAILROAD COMJi'ANY ( "LVRR'' l , NITTANY &. BALD EAGL!i: 

RAILROAD COMPANY ( "NBER"), NORTH SHORE RAILROAD COMPANY i"NSHR"), .JUNIA'J'A 

VALLEY RAILROAD COMPANY ("JVRR") and Sf!AMOKIN Vi\.t.LEY RAILROJ\D COMPANY 

("SVRR"), the f::Jrego.ing parties all being Pel'lnsylvaP..ia r:::crporaticns anct a.!e 

individually ~eferred to herein as an "Operator'' and collectively referred to 

\.._.. herein as the "Oper2r.:ors n. 

WITNESSETH 

WHEREAS, the Author.i cy is the owner of. certain lines of :r:·ai.1 road 

{the 1 'Railroad Premises'' )described in Exhibit A as authorized by the 

Interstate Commerce Commission in Docket No. AS~l67 (Sub ~~S- 392N, qS7N 1 

J 
489N, 989, 779 and 48SN)), and STE Finance Docket Nos_ 33010 and 33008; ~~d 

WHEREAS, The Operating Companies have been authorized to conduct 

and provide common car~ier rall~oad operations and service on lines of 

railroad (the ''Railroad;, PremiseS''} de.sc:r.:.::.~d in Exhibit ''1\.'', in ICC 

Finance Dockec Nos. 30536, 3GtS43, 31379 and 31378 (Sub No. 1) and STB Finance 

Docket Nos. 33010 and 33006; and 

!71/TZ/TO 



WHEREAS, the AU~horicy has selected the OperatLng Companies ~o 

\__. provide rail freighc service and to maintain the Railroad Premises for the 

.• 

. ,, 

\__ 

~enefit of shippers and communities served by said lines of railroad; 

NOW THEREFORE, ~he parties, intending to be legally bound, agree 

as follows: 

Section l. Definitions 

•. 

zo·d 

''Affiliate 1
' means any encicy engaged in providing railroad 

'( 
.services to the Operato:r.si owned, directly or indirectly, in whole 

or in pa~t. by either: (i) any o£ che Operatorsi (ii) any of the 

direccors, officers o~ employees of any of the Cperacors or chei~ 

spousl!:s or lineal desc:enda.nt:.s; {iii) any individual having greater 

than a 25~ ownersh~p interest in the equity of any of the 

Operators {a "i?ri.ncipal''), or (iii) a l?;t;int;!ipal's spou-se or 

lineal descendants . 

\\AUtho~ity Standa~ds'' means the maintenan~e standards sec forth 

in Exhibit B1 ''Track Maintenance Standards'' I of chis agreemenc. 

''Capital Improvements'' mean asset a.ddit:ion.s 1 improvements, or 

replacement.s I ~ha. t. are r1ot. tl-.\f :: ~:.sul c of O!:dinary maintenance 

activities to be pe~formed by Opera~ors under this Agreement. In 

the event of a dispuce as to whecher an improvement constitutes a 

Capi~al Improvement or Maintenance, the dispute shall be submitted 

co ~h..:Pit:ration pursu~nt t.o Sectio.n 29 of this Ag~eement. 

"Change in Control 11 of the Ope::rators shall be deemed t:.o have 

occurred if and when any pe~son or group of persons shall, 

subsequent to ehe date of this Operating Agreement, have acquired 

ownership of or the right to vote or to direct the vocing of 

shares of any of the Operators represencing fifty-one (51%) 

percent or more of the total voting interesc of such Operator. 
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, 

£O'd 

~'snvironm~Cal Cont~ation'' shall mean any contamination of 

tho. n::..:Llr'=".;:,;d Pr~mi.r;;e:s arising ~.1: .... m the deposit, acceptance, use, 

storage, transport, disposal or release of Hazardous Materials to, 

or under the Railroad Premises as a result of the ~eceipt, 

transporta~ion, delivery, use or storage of said materials by any 

of the Operating Companies. 

limitation, (l) ''ha~a.rdou~ substances'' or ''toxic substances••, 

o~ ''pollutants or contaminants'' as those terms ar~ defined by 

t.he. Comprehensive .E:nvironmental Response, Compensation and 

LiaCility Act, 42 u.s.c. §9601, et sec.; the Toxic Substance5 

Control A.~t. lS o.s.c. 921501, ~!: seq.,· or the Transportation of 

Hazardous Materials Act, 4~ u.s.c. §;102, et.~sea., all as 

amendedi (2) ''hazardous wastes" ~s that term is defined by the 

Resource ConserVation and Recovery act:, 42 u.s.c. §690l, et sea, 

as amended; {Ji any pollutant :J~· contaminant o.r ha~ardous, 

dangerous or toxic chernical.s, mate~:i.als or substas.lces wit:.hin t:.he 

meanL~g of any other applicable federal, staCe or loca~ law, 

regulation, code, ordinance, guideline, order, agreement cr 

requirement. imposing liability or standards of conduct concerning 

any ha~ardous, toxic or dangerous residual waste substance er 

material, or ~he exposure of peraons the~eto all as amended as of 

the date hereof; (4) any cr~de oil or any other petroleum producti 

(5) any radioactive material, including any source, special or 

nuelear or by~product macerial as defined in 42 u.s.c. §2100, et 

~ as amended; {6) asbes~os and ~sbestos containing materials in 

any form; or (7), compounds containing polychlorinated biphenyls, 

''Janoeti Report'' means the Track Ittspeetion and Maineenance 

Right of Way Reporc to be prepared by Paul Janocti pursuant co 

Section 13 (a) of this P..greemer;r:, and appended t:.o this Agreement as 

E~i-tibit. ''E.", 

"Railroad Premises'' means all propert.y of every kind and 

description, real, personal, and mixBd, including, but not limited 
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, 

......... 

to, the right of way, roadbed, tracks, bri~ges, er.ack maeari~ls, 

poles, wire lines, signals, switches, and other facilities, 

buildings, and appurtenances comprising the premises described on 

sxhibit ''A'' and utilized in che provision of rail freight 

services pursuant to this agreemen~. 

l'Rail Fraight. s~rvic:err means rail freight t:t:"anspox.·t:ation service 

co be provided by the Operating Companies pursuan~ to the 

provisions of Title 49 of the United States Code. Part ~. and 

under the terms of this Ag:reer<;.':lf. . 

''STB'' means che Surface Transportation Board of ~he United 

Staces Department of T~ansportation. 

"'This A~Eu~ment" mean~ this Operating Agreement:.. 

"Track Consultant" means a qualified consultant engaged by the 

Au~hority from time to time for the purpose of inspecti~g che 

Raib:·oad Premises and prov~ding periodic reports to the Authority 

regarding the cone~~ion thereof. 

Seet.i.on 2. Excl~ive trse of :Railx-oad ~;r;arnises. ·rhe Autho:-it.y shall provide to 

the Operating Companies access to and use of the Rail~oad Premises. The 

Operating Companies shall have che exclusive right to use the Railroad 

Premises only fot: the purpose of providing rr~.il ~reight service the~eon during 

the term of this Agreemenc, or ~~y extension or renewal thereof, subject to 

che tarms and condieions hereinafter contained. This Agreement shall nee be 

construed as conveying any ownership interes~ to Operators. Any use for 

purposes other than rail freight service, including passenger sertice or ~ail 

excursions, shall require prior written permission of the Authority. 

seoe~on 3. O$e by Othex carrie~s ox Th~rd Pa~ties, In the event that Operators 

desire to allow any other person or entity access to or upon the Railroad 

Premises :or any purpose ocher th~~ the provision of rail freight se~vices 

hereunde~, the Operator shall secure prior written approval from ~he Authority 

; which approval shall noe be unreasonably withheld. Nothing herein shall 
"-· 
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' 
l_. prohibit Operator from providing access to o~ upon the Rail~oad Premises by 

persons or entities as ~eqUired to enable Operator to provide rail freighc 

services as prov'i.ded herein. 

Sect;i.or>. 4. Non-Transferability. This 11gre .. :: . .mt and the rights herein granted 

shall not be assig,ed, sold, leased, transferred, or in any other way 

aliena~ed withou~ p~io~ writ~en consen~ of ehe Authority. For purposes of this 

section 4, an assigr>.menc shall include any transfer of any rights under tbis 

ag~eement, whether ~olun~ary or involuntary or by operation of law, including 

any merger or consolidation of the Operator or any Change in Control of the 

operator made without ehe Auchori~y's prior written consent. 

Section 5. ~~ots in Tit~. The rights contained herein as co ~he Railroad 

P~emise5 are gran~ed only insofar as che Authoriey'5 federal regulatory 

authorization and titl~ permics. The Au~hori~y specifically disavows any 

implied O):' other warran::y of ticle, nor shall t.he Authority be liable co 

Operators for any detect:s or encumbrances ~pon t.he title t.o the propercies 

l_. ; constitu~ing the grant of exclusive use in Se~~ion 2. Should a thi~d party 

assert a claim of t1t.le to the Railroad Pr.amisesj Autho~ity and Op~rators 

shall cooperate w:i,th ea·ch oth.er and t.ake h.::~ion as necessary to preserve the 

Railroad Premises for its intended use hereunder. 

section S. Rig~t to~~· The ~uthoriey, its agents or assi~~s. shall have 

~he right, upon reasonable notice, to enter upon the properties oonsti~uting 

!:.he Railroad Premises fo~ the purpose of ma.kin.g reasonable ·inspections. The 

part-ies sh.all make rea.sonaPle arrarl.gement.s to assure tha't the inspections can 

be performed safely, withou~ undue incerfe"ence or disr~ption o£ the 

operacors' railroad operaeior-s, in a manne~ consistent with che security of 

Che railroad tacilities. Operacors shall, upon adequate ad~ance notice, 

provide hi-rail equipmen~ and a qualified driver to facilitate inspections 

e~ereised hereunder. The cosc of aueh ni·rail equipment and d~iver shatl be 

borne by Opera~ors, provided, however that in the event the Authority requi~es 

such inspections more cban two times during any cal~~dar yea~. che Auchority 

sball reimburse eo Operacors che cost incurred by Operators for such 

L. additional inspections. 
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Seotion 7. Taxes and u~~lit~es. Operators shall pay and discharge, on or 

be;ore ~e last day on which paymenc may be made withou~ penalty or interest, 

any and all eaxes (including without limitation all real property ~axes), 

. assessments, charges for pUblic utilities, excise, license and permic fees, 

assessments, sewer rentals and Other governmental impositions and eha~ges 

which shall or may during tne term hereof be charged, assessed, imposed, 

become due and payable, or a lien upon, or ar~sing in connection with the use 

by ~he Operators of the Railroad Premises for rail freight service. Operators 

shall have the righ~ to contesc any such ca~es or ocher cnarges by ~ppropriate 

legal proeeedings, conduc~ed at their own expense, p~oviding chac Operators 

shall furnish co A.ut:.hority a S\::.J:ety bond or ot.ber security satisfaceory t.o t.he 

Auchori~y sufficient to cover the amounc of the contested item or items when 

such item or icems exceed $2,500.001 wieh ~ncerest and penalty for the period 

which such proceeding may be expected co take. Operators shall also Fay any 

and all charges for wacer, gas, eleetrici~y. and othe~ ueility se~ices 

provided ~o the Railroad Premises and used by the Operator in the provision of 

rail freigh~ services hereunder. 

Ssc~ion s. Existing ~eement~. Opera~ors' use of the Railroad Premises is 

subject to all of the terms and conditions contained in the following existing 

agreements, copies of which have been previously delivered to the Operator; 

a} Acq~isition Agreement dated July 25, ~964 between the 

Authority and the Consolidated Rail Corporation (''Con~ail 1 '} under 

which the Railroad Premis~s was ac~~ired from Con~ailfreferred to he~ein 

as the July 25, 1~84 Agreement}; 

b} Acquisi~ion Agreemenc dated November 28, l~BS, between the 

AUthority and Conrail (referred to herein as the November 28, ~9SB 

!>.greement) 1 

(cj Acquisition Agreement dated November 6, ~996 between the 

Authority, NBER and conrail {referred to herein as the ''November o, 

1996 Agreement''!; 

(d) Trackage Rights Agreement dated August ~s. ~996, between the 

Norfolk Southern (as successor to Conrail), NBER and the Authority (the 

''Trackage Rights Agreement''); and 
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{e) settlement Agreement dated JUly 1,2006 betw~en Norfol~ 

southern Railway{NSR), LVRR, NBSR, NSHR, SVRR, and Union coun~y 

Ind~>Stria.l 1\a:i.lroad{UClR) and che Aut:hority. 

The Opera"Cors shall conduct. their operations. over sa:i.d Railroad Premises in 

accordance wi~h the cerms and conditions of the aforesaid Agreements and all 

other agreemenes to which they are a party and tbe Authoricy is now or 

hereafter becomes a party or third party beneficiary. ~dditionally the 

Operators hereby joinc1y and severally aasume all obligations of LVRR under 

:ne July 1, 2005 Settlement Ag;eement and all obligations of NEER under che 

November 6, 1996 Agreement and the Trackage Rights Agreements, and shall 

indemnify and hold the AUthority harmless from all liability with respect 

thereto. Except as sec forth herein, neither the Authority nor the Operators 

~hall incur any obligation, ~der~ake any aceion or assume any liability of 

the ocher parcy under the afo~esaid Agreements. 

section 9. ~· The term of this Agreement ahall co~ence January ~~ 2007 

a..nd continue until June 30, 2017, unless terminated prior thereto in 

l_. accordance wich the previsions of thi$ Agreement, 

Section 10. Operating Fees. 

{a) Operators shall be jointly and seva~ally obligateQ eo pay 

cercain Opera~ing Fees £or the use o£ the Railroad Premises as set forth in 

Sxhibit C, 11 Dperating Fees 11 • 

(b) It is expressly understood that such Operating Fees shall be 

paid to ehe Authority without off~set for any charges incur~ed by Opera~ors in 

the provision of rail freight services. 

Section ll. Condition of ~ailroad Pre=ises. Operaecrs have inspected ehe 

Railroad l?remises and accept. the same nas is". The Authority makes no 

representation or warranty as ~o 'he physical condicion of the Railroad 

~remises or the condition of the legal citle. Operacors shall return the 

Railroad ~remises co the ~uthority upon the termination of this Agreement in 

che same condicion as received or as improved. No~wichstanding the foregoing, 

che Au~no~ity shall make no claim or demand agains~ ~e Ope~ators regarding 

t__ che condition of the Railroad Premises at r~~ termination of ~his Agreemen~, 
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p~ovided that the Operato~s have complied with their annual maintenance 

responsibilities as see forth in Section l3 of this Agreement. · 

Section 12. Provision of ~dditional ~quipment and Facilities. Operators shall 

Oe responsibl~ for providing all equipment and facili~ies that are reaso~ably 

necessary for the safe and adequate rail freight services on the Railroad 

Premises. Such equipment and facilities shall include, but shall not be 

limited eo, locomotives, rolling stock as available, maintenance equipment, 

office ~pace, and such other facilities and equipment as are reasonably 

necessa~y to pro~ide rail freighc service on ~he Rail~oad Premises as 

contemplated under this Agreement. Notwithstanding the above, Operators shall 

not be found in defaulc i! cars which must be obtained from a Class I carrier 

are not availaPle ac that ~ime. 

section 13. Maintenance 

(a) Promptly follo~ing the execution of this Agreement, the 

parties shaJ.l engage, Mr. Paul Jano~ti, at Operators' sole expense, to 

prepare a comp~ehansive report (che ''Janotti Repore••). ~etting forth 

che exiscing condition of ~he Railroa~ Premises, which r.epor~ shall b~ 

a~pended to this Agreement as E~ibit ''E.'' Operators shall be solely 

responsiPle for main~aining the Railroad Premises in aeeordance with the 

Authority Standa~ds or co the condition to which ehey have been 

improved. Notwichstanding the foregoing, co the extent the Janocti 

Repo~~ establishes that the pr~sent condition o~ any portion of che 

Railroad PremiEeS fails to comply with the Authority Standards, 

Operacors shall not be required to maintain such portion of the ~a~lroad 

Premises to ~he ~utho~ity Standards, buc shall l,nstead maintain said 

poreion o£ the Railroad Premises co condition as described in the 

Janotti Report, buc noc less chan applicable FRA Standards. !t is the 

intention of the parties that any portion of the Railro~~ Prem£se~ thac 

do not presently comply with the Authority Standards shall be improved 

to a condition cnat complies with ~uthority Standards over a reasonable 

period of time, givi~g due consideration to the reasonable rail traffic 

and revenue projections for said portions of the Railroad Premises 

through the Annual Maintenance P~ogram hereinafter described, and which 
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shall thereafter be maintained to the kuthority standarda. wiehout 

limiting the foregoing, ~he parti~s further agree as follows: 

(l) On or befo~e Janua~ lS of each year, Operators 

shall prepare and submit. to the Authority, a program (hereinafter 

referred to as the "Annual Maintenance ?rogram"l setting forth the 

maintenance i~erns to be perform~n for the entire Railroad Premises 

during the rema!nder of the calendar year, and the anticipated 

cos~ of such icems to ensure chac the Railroad ~remises are 

maintained in accordance with the Authority Standards. 

{2) Operators will review the ~~ual Maintenance 

Program with tne Authority'• Staff and Track Consultant who shall 

review and amend the same to ensure ~hat it complies with che 

Authority Standards not later chan March 1 of said year. 

(3) Operacors shall a~ eheir own cost be responsiPle 

for maintaining the Railroad ~remises in acco~dance with the 

Aucnority Standards as set forth in the Annual Maineenance Program 

approved by che AU~horicy's Track consultant. 

{4l The ~uthority•s Track consultant shall inspect che 

Railroad Premises at leas~ twice each eale.ndar year to ensure tha~ 

Opera~o~ is maintaining the same in accordance wi~h tPe Annual 

Main~enance Program adopted Qy ~~e pareies to~ the Railroad 

Premises. Any deficiencies noted by the Track Consultan~ or by 

inspectors f~om the Federal Railroad Administration or the 

Per~sy1vania Public Utilities Commission in routine inspections of 

the Railroa~ Premises shall be promptly remedied by the Operators 

at their sole case and ~xpense. 

{S) Any diaputes arising with respect to either the 

cerms or requirements of the Annual Main~enanee Program or 

Operators' compliance with the Annual Maintenance Program shall be 

submitted to A~bi~racion pursuanc to section ~9 of this Agreement. 

(b1 !he par~ies agree that any and all rails, ties o~ ocher items 

of ~rack and signaling equipment removed and replaced oy Operators in 

Che performance of required main~enance {~he ''Replaced Materials'') 

shall become the property of che Operators, regardless of whether sucb 

removed property is sold or recained by ~era~or as materials and 
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supplies, p:~;ovided ehe Operaeo~s pu::chased the mate::ie.l used i.n the 

replacemenc. 

{c) It is expressly agreed that Operators shall be !inancially 

respons~ble for the repair of damage to any portion of the Rail~oad 

P~emises caused by a !andslide, geological disturbance, flood or 
significant na~ural cata$~rophe in an amount not to axceed $25,000 per 
occur~ence. In the even~ ct an uninsured ca~as~~ophe resulting in 

damages to the Railroad Premises in excess of $25 1 000, the Authority 
shall have the right, but not the obligation ~o pay such excess amoun~ 

required LO r~pai~ ~he Carnages, and in ~he ~bsence of such repair the 

provisions of SecLicn 27 of this Agreement sha~l apply. 

Section 14. Capital Imp•ovementa. Operators shall have the ~ighc, buc not che 

obligation with the prior written approval of the AuthorieyJ to make, at their 

own expense, Capical Im);)revement:.s tor ~ai~.~ . .,.,.::.d purposes on the Railroad 

Premises during the term of this Agreement. In such voluntary capital 

improvements. Operators shall be required to pay the: cost:. of X"et'ti.OVal of 

appurc~~ant structu>:es, excluding crack imp>:ovemencs, whe>:e required by the 

Aut.horiey. Where such Ope.:-at.or f.i~a.oced. Ca?ital!mprovetnent.s reqUire or involve 

~. the replacement oi an assec in place, the parc~es shall agree in writing in 

advance of installation of the replacement asset, who will have ownership o£ 

the assets to be removed from the Railroad Premises, and l.n the absence of 

such written agreemenc such assecs will belong co ehe Authoricy. The 

Operators shall have no othe~ obligations to finance or pay for any capital 

improvement co the Railroad Premises under the terms of this Agreemen~. 

Section lS. gpera~o::s' Obligations. Operat:o:rs agree t.hat: they will ec ~11 

cimes during the continuance of this Agreement: 

(a) Pay all charges in accordance with Sections 7 and 10 

herein, at a.uch time as the same arF.'I .i".;e and payable, which charges may 

be ~eeovered by t:.he Authority in the sa.me manner as any charge due or in 

arrears. 

{b) operaee rail ~~eight se~vic~ in accordance with all 

federal, state and local requirements and shall be responsible for 

obtaining all governmental app::ovals, auchorizacions, franchises, 

licenses and permies as may be prerequisite to the rendering of such 

~ service. 
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{c) Observe and comp~y w~ch any ana all ~equiremen~a of 

all constituted public authorities and with all federal, state and local 

s~atutes, ordinances, regulations and standa~ds applioable to Opera~ors 

or their use of the Railroad Premises. 

{d) Maintain and operate at their own expense the Railroad 

Premises, including any buildings used or leased by Operacors thereon, 

in good op-arac.ing condition and repj"l .. :.~ in a manner consiscent with 

sound, accepced engineering practices and maintain che c~ack in 

a.ccordarJ.ce wit;h the provisions of Ss.ct::.ion 13 cf this Agreement.. such 

operations shall include, but not be lirni~ed ~o. the re~oval of all 

wrecks and derailments within thirty (30} days following any such 

occurrence, rescoracion of the derailment site to safe opera~ing 

condition within thirty (30) days following such occurrence, and 

restoration of a derailment sice to its original condicion or better 

within ninety (90) days following the occurrence 1 subjecc to the 

provisions of Sections l3(c) and 27 of ~his Agreement, 

(e) Operate rail freight service on lines of the Authority at 

such levels and at such frequency ~s reaGonably acceptable ~c the 

Authority, subject tO ~he £allowing guidelines: 

(1) Frsquency of Service' ~he Operators shall p~ovida rail 

freight service a minimum of cwice a week. Nothing herein shall 

require che operators co oper1").1.u a scheduled train wheo t:here are 

no cars co be picked up from or del~vered to shippers on the 

Railroad Premises. The failure co provide rail freighc service for 

e~n (lOl days (exclusiv~ of Saturdays, Sundays, and Holidays) 

after need for such rail freight service has been es~ablished, 

according to subseccion (e) (2) hereof, shall constitute a breach 

of this asreement by ~he Ope~atO~$. 

(2) Shipments destined to and from stations on the 

Rail~oad Premises shall be handled in accordance with rail 

~ransporcacion contraccors or delivered to consignee not la~er 

than the third day (exclusive of Saturdays, Sundays, and Legal 

aalidays) after arr~val of the shipment in the ya~d serving the 

line wich adequate billing informacion unless consignee notifies 

the supervisor in charge of the Operator's Rail Freight Se~!ce of 

the shipment'S imminenc arrival on the lines of the Operators, in 
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·nthich case the consignee oan request a prompt placeln~'lt date. '!'he 

Operacors shall exercise reasonable effores to p~ovide prompt 

~mpey car placement wheneve~ the consignor notifies the Opera~ors' 

supervisor chree (3) days prior 'o Che day on which the loaded 

car(s) shall be placed for loading, specifying the date for the 

?lacement of the empty car(s) for. movement to the destination. 

~owever, nothing in this paragraph contemplates the Operators• 

providing bee:er levels of rai~ freight service fo~ cereain 

~ustomers with si~lar, bu~ nee identical, eharactaris~ics witho~t 

~<:>llec::tion of !;;he applicable contl·ac::e or appropriate published 

charges fo~ such special rail freigh~ service. Noching in this 

pa~agraph precludes the Opera,ors from providing more frequent 

~ail freight ~ervice ~han that agreed upon in accordance wich 

s .. ccion lS (e) (1). 

(3) Quality of Service: .,ne Operator.s shall provide .safe and 

~fficient rail freight servicel including, buc not limited to; (1) 

delivery and access co empty rail cars s~bject to car 

a·railabil.ity; (2) prompt handling of loaded rail cars wich 

~easonable dispatch co and from poincs of interchange w~th other 

~arriers; and (3) maintenance and repairs, snow ~emoval, and 

clearing of traL"l derailments and w:r.ecks on the Railroad P~am.ises, 

all as specified in this agreement. The Operators shall provide 

the name, addreS$, telephone number, and point of con~act of the 

shippers chat are served on the Railroad Premises to the Authority 

within thirty (30) days from the date of execution of this 

agreement. The Au~hority will survey shippers during ehe te4m of 

this agreement to determine quality of rail freight service 

provided by ehe Operators/ provided, however,· t.hat such survey 

shal" not seek informacion concerning confidential rail 

transportation contracts, ratr.~J cr price negotiations of rail 

freight service. by CL'ly of ehe Operators or thei~ connecting 

carriers, ana the survey resules will be provided co Operators. 

(4)Control, The Operators shall have exclusive control of 

the operation, pertormance and pricing of the rail freight 

service, including but not limited co the dispatching and concrol 

of crains, assi~ment of available cars in good order, assignment 
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of crews and other employees, and assignment and use of power. The 

Operators shall use their best efforts to provide suon ra~~ 

freight service in an efficient manner. 

(S)Operating Rules and Regulations: The Operaeors shall have 

the exclusive au10hor:ity to promu.lgate and adopt .rules, regulations 

and tariffs thaJO are consistent with regulations issued hy the STB 

and ~ aprl the provisions of Title 49 United States Code, 

SUbtitle IV, Part A. 

(f) Nocify the Authority in wricing within ten <10} days of 

any managemenc and supervisory personnel ch~~ges, rn the event ehat sueh 

employee is no longer part of the Operatorsj organization 1 the Ope~ator 

shall advise the Authority of the action taken to ensure that it will be 

able ~o provide rail f~eighc services under ~his Agreemenc. 

(g} The individual Opera~o~ authori~ed by che STE eo provide 

rail freight services on the rail line on which a claim arises shall 

fully indemnify, defend and hold harmless the Au~hority, ics members, 

oificers, agents, employees, successors and assigns, f~om and against 

all claims and actions up to the AuthoriJOy's legal obligation co ~ay any 

such claims, including the Au~hority's reasonable aCtorney's fees and 

litiga~ion costs and expenses, based upon or arising au~ of (i} 

O~era~or's breach of ics obligations unde~ this Agreement: o~ (ii} 

damage or injuries to persons o~ p~aperty (including the Railroad 

Premises} caused by the negligence L•t
1 t:.he :involV"ed individual Operat-or, 

or its agents, employ~es, guests, ~nvitees, concrac~ors, suppliers of 

macerials, or furnishers of service in the use and occupancy of the 

Railroad Premises by the operator. 

(hl The indi~idual operate~ authorized by the S!B co provide rail 

freight services on the ~ail line on which a claim arises shall be 

liable, detend and indemnify ~he A~thority for any ~amages, harm or 

injury to the Railroad Premises caused by the negligence of the involved 

inaividual Operator, ics agents or employees. 

(i) hll of the Operators sha1l ae jointly and severally 

responsible to ~he Authority and defend, indemnify and hold the 

Authoricy, i~s directors, officers and agents harmless from and ngainst 

any liability arising ou~ of any environmental p~otection o~ poll~tion 

law, or any ~iability in to~t (strict l1ability or otherwise), up eo the 
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Authority's legal OP1igation to p~y ~y ouch liaPility, arising ou~ of 

2nvironmeneal Contamination of the Railroa~ ~remises caused by any of 

the Operators' rail operations or their use of the Railroad Premises. 

(j) Maintain a policy or policies of liaPility insurance to insure 

itself against liabilicy for injury or damage to parsons and proper~y, 

which policies will be ~ the minimum amounts set forch below: 

12) 

~~·~----------------------------------~~~~~m~i~tes 

!ns~~ing agai~st claims fo~ 
{Ai Bod~ly 1njury and 
(bl P~oper~y ~~~~ge 

14) Foreian Rolling Stock 

Fe::- Doll claims 
$S,ooa,ooo per 
o~eurronce, s~s.~oo 

deduct.iblc 

Covn::o~d by Clankec policy noted in tl! 

c~v~tQd by bla~ket policy ~ot~d in tll 

l,aoo,ooo per occurr~nce: 
$1 1 000 ded~c~ible 

{k) Cause the Authority ~o be named as an additional insured 

uncle: each such poJ,icy (ot:he~ t.hart Emplcye:-'s Liability) and. furnish the 

Aut:hori~y appropriate cer~ificates of such insurance which shall 

specifically state tha~ the insurance company shall furnish to the 

Authority a~ leas~ chirty {30) days notice of any lapse or material 

ch~~ses in such insurance; 

(1) Perform marketing and sales ac~ivities to promote 

increased rail traffic to and from the Railroad Premises. 

{m) ~~nually, on the anniversary date of this agreemenc, 

provide Authority with the following information, which to the extent 

possible under applicable law, shall be maintained by the Aut~~rity in 

confidenee, 

1. Complete list:ing o:· names a.nd addresses of all. 

officers, directors and senior management of 

Operat:ors. 

2. Complete listing of names a~d addresses of all 

stockholders of Operators, including the total number 

of srAres owned by each s~ockholder. 
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{n) Operators her.eby covenant and agree to provide one 

h~~dred twenty (~20} days written notice of any proposed Chsnge in 

Cont~ol of operatore. The Aueho~ity shall have the righc ~o approve cr 

disapprove any such Change in Control and shall have the ~ighe to 

te~na~e this Agreement if any actual Change in Control occurs withou~ 

Authority approval. 

(o) Operators agree ~o provide ana maintain combined 

~encumbered minimum working capital of fifty thousand dollars 

($50, 000.00). 

{p) Operators agree to provide and maincair. a ~eserve on 

deposit wich the Autho~ity, of ewenty five thousand dollars ($25,000.00) 

at all times in addicion to the minimum working capital requirements o: 

this sect:Lon for the purpose of payment of liahility claims not. 

otherwise aovereci by insurance. "!'he said reserve shall l:Je h.eld by t.he 

Authority in an interest b6a~ing ~eeounL 1 with all interest accruing to 

the benefic of the Operator. this amount may be reduced or waived upon, 

wrie~en approval of ~h~ Authority. The Ope~ators shall make an equal 

deposit to macch any withdrawal from this rese~ve for payme~e of claims 

wi~ thirty (30) days thereafter. 

(q) Peacefully de,iver up and surrender possession of the 

rtailroad Premises to th~ Authority at tbe expiration or upon earlier 

terminacicn of this Ag~eement. 

tr} Upon expiration of this Ag~eernent or ~e~minaLion of :his 

Agreement for any reason, che operat.\ol~·s shall immediately file for 

discont~uance with the Surfaee Transpor~&tion aoa~d and assist the 

Aut.hori t.y ir! making the ~:~ansi tion :;:.o a new op~U:rat:or. Notwithstanding 

~e foregoing 1 in the event the Operators contest any asserted 

termina~ion by reason of defaule anQ aemand arbit~ation in accordance 

with Section 29 of this Agreement, Operators shall not oe required tc 

file for disconcinuance of rail freight service uncil such date as such 

arbitration has been concluded and a determination bas been made that 

Operators have breached the Agreement. 

Sect:Lon l.G. R•u•tr:i.ot:i.ons. Operators further agree that they will nor.: 
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(a) Occupy the Rail•~ad Premises in any way or for any 

purposes unrelated to the prov;.,.ion ui rail se:cvioea on the Rail<·oad 

Pretnisee; 

(b) Assign, mo>·t.gage, pledge or "'""'mber the Railroad 

Premises o~ any part thereof or assign lts obligations under this 

Agreement wit.oout toe prior written consent of the Authority; 

(C) Permit to be created or ~~owingly allow to exist upon 

the Railroad Premises any use or storage (except ae necessary for the 

provision of rail freight services), or the disposal or release of 

?~zardous Materials, public or private, and Operators shall indemnify 

and hold harmless the authority and all of its directors. officers. 

agen~s and employees, in a~cordance with section l5(i). Operators shall 

comply with all applicable federal. $tate and local law$, rules and 

regulacions per~aining to air, wa~er. noisa and wastes and other 

pollution or ::relating to the storage, t:x:-ans.port'l di.spos~l err release·,·c,il_y_:· ·<-­

Hazardous Mat:e:t"ials, ana shall hear the e"pense o£ any and all polluti~~·'f'::, . 
. :; ; ,--~-' -

eon.crol st~uctu.res~ devises o:c equ~pm~nt. which are required during t.he · 

term ot this Agreement under applicable laws, ordinances or governmental 

r~gulations as a resulc of O?erator's provision of rail f~eigh~ 

S$rviees. opera~ors shall exerc~se due care ~n their use ~nd operacion 

of the Ra~lroad ?remises, ~ncluding taking precautions against 

.reasonably foresee~ble acts or omissions ox- t:he t"elea.$e of Ha::a~dous 

Materials into ~he environment. ·' 
(d) lniciat~ or conduct rail passenge~ service over the 

R~ilroad Premises without the prior wricten app~oval of the Au~h~~ity in 

aceordance with section 2; 

(e) ~xcept upon the Authority's prior ~itten consent, 

neithe~ the Operator(s) nor any ~ffiliate of the Operatc~(s) shall 

con~inue or ente~ into negociations or enter into 

~otne~ rai~~d, including spee1fically class I 

the reasonable opinion of the Au,hority affects the 

~u~ricy, including: (il the compet~~~ve access of the s~•iE~•·r~>'j 

the constituent counties of coe Authority to Class I rail se,rvic 

the proper maint~~ance of the Railroad Premises; or (iii) 

out of the Authority's stated mis*ion to preserve rail service ~-
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central Pennsylvania and co further economic development: t:hrougn '-'"" 

rat~ntion, improveme~t and expansion of the infrastructure. 

(f) En~er into a contract or agreement wich an Affiliate 

o! the Operacors having a value in excess of $5,000, except upon the 

Authority's prior writcen consent~ which cO~$~~t will not be wi~hhe1d if 

t}).e transact.ion is de~errnined by the Authority to he commercially 

J"easonable. 

(g) Excep~ upon the Autboricy's prior wri~ten consent, 

ente~ into nego~iations o~ agreements with any third par~ies fo~ the 

lease a~ acqUisi~ioP of rail lines locaced within the counties 

comprising the membership of the ssnA~Ceuncil of Governments or which 

directly connect wich the Railroad Premises, it ~ing che parties• 

express understanding that the Author~ty sh~ll have the firs~ ri~ht and 

option to acquire any such linen. 

Section 17. Relationship between Operators and the Authoritv. Autnori~y is a 

Pennsylv~ia municipal autho~ity. and a body corporate and politic. Each of 

the Operators is a private corporacion. an independent contractor, ~nd none of 

the Operators ar~ agents pf the A~thority. Except as sec forth in Section 

lSig) and {h), each of the operators shall be joincly and severally liable ~o 

the ~uchoricy for any breach of this Agreement by any $ingle Operacor. 

Whenever Operators ~equire wxitten app~oval from the Authority, the signature 

of che £xeeutive Directo~ will suffice co valiaace su~h writ~~~ approva~. 

Whet.leve:r che Authority requi:::-es writ:t.en approval from ehe Operators, t.he 

signature of ~he Presid~~t of any single Operator will sutfice to validate ~he 

~ri~tan approval of each Opexator. Operators and the Authority shall meet at 

least quarterly to review and discuss re~enues, costs, operationsr 

maintenance, marketing, and service. Operators s~all inform the Auchoricy and 

affected shippers of any major action or event related to the Railroad 

Premises that may affect rail freight service to those shippers as soon as 

Operators know such aetion or evan~- ~he Authority will inform Operators ot 
any problems or concerns related t:o t:.he rail freight service·. 

Secti~ lS. Annual ~eportin~. 
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(a) Annual Repor~, ~he Operators shall prepare an annual 

:.·epo::.·t includ;\.ng~ at. a minimuml 1) the nu.ml:>er of revenue proQ.ucing 

c~rloads, 2) the number of repor~able aoeidenLs as defined hy FRA and 

~eir location, 31 reportable derailments ae defined by P~ and their 

location, 4} Financial statements audi~ed by an accounting firm 

aocep~able ~o che Auchority, 5} construccion and maincenance expenses, 

6) FRA and/or Authoricy inspection reports ~ith corrective action cakep 

or planned, and 7) a report of ocher occurrences having a significant 

i~paot on the conditio~ of the Railroad Premises o~ the rail traffic 

handled thereon. An a~~ual repor~ shall cover the Operacor,s £iecal 

years or parts of fiscal years from the date of execution of this 

agreement t.o its tennina-cion. Jumual .:J::·epcr~s shall be submitted to the 

Authoriey Within three {3) months after the close of each such fiscal 

year, provided Opera~ors• tax filings are comple,ed by thnt tima and 

shall be submitted to the Authority subsequent ~o a deferred ta~ filing 

upon completion by Operators 1 aceouncan~. in which ins~anee a 

prelimina~y Report shall be submieced wiLhin three (3) monchs after the 

close of the Operator's fiscal year. 

(b) Audit a~d !nspeecion~ Open reasonable notice, the 

Operator ~ill allow the auditors of che Authority co audi~ all the 

records ot the Operators thG~ WGre used to de~ermine the revenues and 

cos~s related ~o che annual reporc. All such records shall be kept for a 

period of fou~ (~) ye~rs after the issuance of the related annual 

~~port. The Operators will also allow inspection of che Railroad 

?>::emi.sea and ~he equipment \lSeci the:ceon by the aut.ho:ri zeO 

represel"ll;.at.ives of the Aut.b.or;i..ty upon reasonable notice. 

S&ction 19. Pe~£or.mance AuaiE· The Authority m~y a~ ics expense, from time to 

~ime, conduc~ a performunce audi~ of ma~keting, operating. main~enance, ~~d 

oCher obligacions and functions of the Operaeors. 

Seceicn 20. ~ants from No~-oeorating Prop~t~ ~e Authority is solely 

~esponsible for entering inca, extending, cr cermina~ing all non·operacing 

leases, lic$n5es, ~d easem$ntS on all Au~hori~y propa~ty, including the 

Railroad Premises. The Authority shall receive any and all ren~s arising from 

any leases, pri~ace crossings, licenses and occupations or renewals ehereof 
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on any portion of ~he aail~oad Premi~e~~ including, but ~ot lim~eed to, r~~ts, 

license fees, crossing fees, easements, and ocher revenues paid by anY parcy 

occupying a portion of cne Railroad Premises with poles and wire, ~>d rene~ls 

and ~ees £or si~~oa~ds, platform locations, driveways, storage facilities, 

side tracks, pipe lines, water rigncs, fiber optics, land rents, building 

rents and water tank rents, among othe~ ~hings. The Authority shall collec~ 

such amounts as they become due. The huthority shall determine the properties 

classified as 'tNon-6perating PropercieS, 11 excepe that any such designation 

shall not incerfere wi~h Operato~s 1 ability to £ul£ill its obligations under 

this Agreement. It is expressly agreed th~r. the AUthority shall have the 

~~ilateral righ~ to wicharaw such portions of ~he Railroad Premises from the 

prov~sions of this Operacing Agreemen~ as it reasonably determines ar~ not 

~equi~ed co enable Ope~a~ors to fulfill their common carrier obligations and 

to provide R~il Freight Services to cuscomers under this Agreement. 

Section 2l. Public cr~~ings.·During the cerm of chis Agreement or any renewal 

thereof, Op~rators shall assume and shall indemnify the AUtho~ity for and 

against all obligations .,;.th respect to all public crossings l:>y pul:>lio 

highways, bridges, or utilities, including such obligations as presently exist 

or which ma}'' be he:re:ina.fter imposed under the prov;_s:i.On$ Qf l'er.nsy1 vania 

Public Utility Code and any orders issued ~here~~der with respect co the 

Railroad Premises exoept t:hoss ''non .. operating properties" fa'J:' w'h.ich the 

Aucho:dty has sole responsj,bility under section 20 of this Agreement. 

Seotion 2:4, Cond.,_ation ..£!._ 1\td.lroad~~~~.:.. It ~he Aut.ho.rit:y' s owner;:hip 

interest in ~he Railro~d Pr~mises 1 or ~ny porcion ~hereof, are condemned or 

~aken by any competen~ authority for public use, the award for paymenr of 

damages resulting therefrom, or any amount paid in settlement thereot, shall 

be paid to and retained by the Authority, except as hereinafter provided. If 

the Operaco~s' occupancy interest in the Railroad Premises or any por~icn 

the~eof are condemned or taken by any competent authori~y tor public use, the 

award or payment: of damage resulting or any amount paid :Ul settlement thereof 

ehall be paid to and retained by the Operators. lf the entire aailroad 

Premil'es a~:e so taken or such substantial part thereof as shall mat.erial.l.y; 

impair 01: :Ulterfere wit.h Operators' proper use and enjoyment thereof; this 

.l\greemen~ shall automatically terminate as of the date of the taking, :rf ol.'l.l.y 
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such portion of the R~ilroad Premise~ is caken as shall not materially impair 

o~ interfere with the Operator's proper use and enjoyment chereof, this 

Agre:ema.nt shall continue in full force ann -:;'!'!ec-c, anc:l all proceeds of t.he 

co~demnetion award or paym~~t to eithe~ pa~ty shall first be used as m~y be 

re~~ired for the resto~a~ion of ~he Railroad Premises in such a manner as will 

enable ~he concinuing ope~a~ion thereof for ~ail freight services hereunder. 

Section 23. sreaeh 

{a) Any one or mare of ~he following events shall cons~itute ~~.even~ 

of default (an .,Event of Default:.")! 

oz·d 

{i) Operators' !ailure to pay any Operating Fees =o ~he 

~uthority hereunder ~ithin fifteen llS) days of the date due and payable 

hereunder; 

{iil Operators' failure to ooaerve and perfo~ any of the 

te~ms, covenancs, conclitioPs, limication or commicments under this 

Agreem~nt on Operators• part co be observed or pe~formed (other tha~ 

payment of Operating F~esl !or a period of thirty (oO) days following 

wricten nocice thereof 

{iiil Any ot the Operacors shall file a volun~ary petition 

~n bankruptcy or shall be adjudicat~d a hankrupt or insol~en~. or shall 

file any pe~icion or answer seeking any reorganizacion, arrangements, 

composition, readjustment, liquidacion, d~ssolution or simila~ relief 

under the presenc or any future federal bankrup~cy o~ insolve~cy 5~atuce 

or law (colleo~ively ~n ~his Areicle hinsolvency lawsa), o~ shall seek, 

cons~t to o~ acquiesce in the appoincment of any bankruptcy or 

insolvency erustee, ~eceiver c~ l~quidator of any such Ope~acors or of 

all or any substantial part of thei~ proper~ies; 

{iv) The commencemenc of any action, case or proceeding 

( "proceedi:'lg" 1 asa.inst any of the Operat::ors seeking (i) Gl'ly 

~eorganization, arransement, composition, reaQjus~ment, liquida~ion. 

dissolu~ion or ~imilar relief under any insolvency la~~, or (ii) tbe 

appoincmenc, withouo che consenc or acquiescence of such Operacor, of 

any t:rustee, :ceeei vt!r or liqu:i.dat:.or :.: OpeJ:atol:' or of all or 

sUbstantially all of its properties, and the proceedings shall continue • 

un~dismissed for a p~iod of sixty {60) da;~; 
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(v) Opera~ors shall discon~inue ae~>oa or vacace any 

~crti~ of the Railroad Premises withou~ the Authorieyjs pric~ written 

consent:; 

tvi) If. a !ede~al or state tax !,ien is filed against any of 

the Operators affac~ing th~ Railroad P~emises and remains undischa~ged 

within sixty (60) days after i~s filing; 

(vii) Ii a final judgment for the paymen~ of money in 

excess of $2S,ooo·sha11 be rendered agains~ any of che Operacora and 

such judgment shail remain undischarged for a period of sixty (60} days 

during whieh execution shall not be effectively stayed; 

tviiil A Change in Con1" :,v:i of any of t.lle OpeJ:"ators shall 

occur without ~he Au~horicy•s prior w~itten consen~ 

(b) Notwithstanding the provisions of Section 23(a),if any default othe~ 

Chan a defaul~ in payment 1s curable, i~ may be cured (and no Event ot Default 

will deemed ~o have occurred} if operaco~s, after receiving written notice from 

che Authority demanding cure of such. default:: {).) either cure the detault withi.>'l: 
-,:'·i-'-· 

thircy (30) (lays; or {:I) if che cure ):"equires more than thirty (30) days, 

immediately ;i.nici.ata t.o cure the default and thereaft:e~ aontinut:!. and <:Otnple:ta 

all ~easonable and neeessary s~eps sufficien~ co produce compliance as soon as 

reasonably praccicali 

(c} In ~he event any of ~he Operators commies an £ven~ of Default as 

provided in Seccion 23(al, which Event of Default is not timely cured as 

provided in Section 23{b), in addition co its other rights and remedies 

availal:>le ae law OX" equHy, the Authority shall have t.he immediate right upon·· 

writcen notice to che Operators to terminate this Agreement. In the evant of 

such termination, the Auchorit.y will use f 1.~ best: efforts 'tO engage a 

l:'eplacemenc operator to provide such service. In the event such X"eplacement 

operator muse l:>e subsidized PY che Au~horicy, the Auchority will bill the 

Operator foX" the subsidy amoun~ and ~ha OpeX"ator shall remit payment co 

Authority in a timely manne~ for a period no~ to exceed one {1) year from the 

! 

date or such ce:r::minat:ion. i!owever, in t:he event no operator can be enga~:~::,;;:·.!.;Y: .. 
: ,, ·:~ :~ ,. __ ,,· 1-~i:.'i:iiZLo·,,;(:.:' .. ' 

for such pu:tpose, and in the event. che Railroaci Premises are aba:Qdoneci b¥;:~~.ji;;:ti,:": : 
:' ".'':':.·:;.~,f.fi·)'Jit7:;ii;ii·~.; 

Aucho:rit.y by reason of such bX"each, OX" otherwise terminat:ed by legal actS:o17i !'iFV"· 
the Operator shall cooperace fully with the Authority in settling any and all 

claims sough~ by any party as a result. 
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sea~ion ~4. ~~~· Noeice provided for herein shall be sufficient if sant 

by certified mail postage prepaid, or commercial overnight delivery service 

requiring execucion of a receipt ~ndicating del~very, as follows: 

To the Authoricy, 

SEPA•COG JOINT RAIL AUTHORITY 
201 Furnace Road 
Lewisburg, PA. 17637 

To Operators: 

North Shore Railroad Company 
356 Priestley Avenue 
Norchumherland, ~A l7857 

or to auch other address as eithe~ party may, trom ti~ co time designate to 

the other in wri~ing. lt is expressly agr~ed that notice to any of the 

Opera•ors provided to the above addressed shall constitute notice eo all 

Operators. 

seot:i.on 25, Re!ffilo.t.~il:!!E.~~~. 

(al This Agreement is suhject to the orders, 

and regular. ions of appropriate regular.ory authorities, incl.uding 

and the Pennsylvania Pul>l:!.c Utility Coml\\:ission, having jurisdiccian over.' 

Operators and the ~uthority. 

(b) In r.he evenr. ~!'a~ either party determines that 

it: is neaessary >:o participace in an administrative or judicial 

proceeding or to take a posi>:ion before any governmental body which may 

affect the interests of ~he othe• or the rail freight services provided 

hereunder, each party shall provide the other percy 

notice of its intent eo do so and the nacure of the 

,, ' 

reasonAble advinO~:i:.;:;.:i ·.r;_·';j 

interest or po~.i~~~if!'ii ' 
it will assert. The parties shall use cheir best efforts co oommunica~e · 

and coordinate their participation and/or posit1o~-

Section ZG, Access to Records. 

{al operaeor agrees to maintain sufficient 

reports to permit the Authority to fully verify stacemants 

revenue, and expenditures furnished to the Authority ~y o~·e~at;ol,;):<:~~~ 
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Authority shall maincain ~he informacion contained in such records and 

reports in confidence to the extent possible under applicable law. 

(b) The Authori~y shall have f~ll acc~ss co ~nese records 

and raports during normal business hours ana the right to make copies at 

the ~era~ors' office upon 48 hours written notieej duly given to 

Operator. 

Section 2"1 .. Fo::-c:e !&ajeura. None of the part:ies hereto shall be. held 

~espcnsiP~e or liable, either direct:ly o~ indirectly, or be deemed in defaul~ 

or breach of this Agreement fer any loss, damage, injury, delay, failure or 

inability to ~~et: all or any portion of i~s oommitm~nes hereunder cause~ 

arising from any cause whi.eh is \Jnavoid.ab: 1• cr beyond i t.s reasonable 

including wichout limitacion, war, hostil~~ies, inva$icn, insurrection. 

terrorist activi~ies the order of any competent civil or military governmen~,. 

explosion, fire. scrikes, lockcu~s, A>~ service o~ders. actions of ether 

carriers ~hat mate~ially affects Opera~or•s operations, labor dis~u~es, perils . ' . 

of water including floods, ice, breakdowns. ~eta of God including s~orms o~ 

o~her adverse w~ather condi~ions, washouts, wrecks or derailmen~E tha~ canno: 

be removed wi~hin thirty (30) days pursuan~ to Section ~S(d) or o~he~ eauses 

of a similar or dissimilar nature which wholly or partially prevenc the 

Parties or ei~her of them from carrying out the terms of this Agreement; 

provided 'hat the Party experiencing such force majeure or par~ial force 

majeure promptly gives co the o~her Party wrie~en notice ~hat the disa~ling 

~£fee~ of such force majeure shall be eliminated as soon as and ~o ~he extent 

reasonably possible ane tha~ each Party shall have the right to determine 

sec~le any s~rike, lockout and ~abor Qispu~e in which ~ha~ Pa~~y may be 

involved in ir..s aole. diec;retion. In t...~e l•v;:..nt that one !?arty's 

suspendee in whole or in par~ by force majeure, the other 

to perform ~reunder shall pe suspended or commensurately ~eeuced 

duration of the force majeure and for su~ additional reasonable period 

be required because of the existence of the force majeure. In the event 

one party' s perfo:rma::~ce hereunder is suspended by force majeure and 

resumed wichin a reasonable period of time, eit~er party shall have 

to seek ST.B authorization to abandon and/or seek a discontin~ce of 

with respect to that po~ion of the Rail Premises adversely affected 
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\...._. 

force majeur cond~tion and upon receipt of s~ch auehorizaeion to ~ermina~e 

th~s ~reemene with respec~ thereto. 

Section 2a. ~abo~ Conditions. If during the term ot this Agreament or 

subsequen~ rene.,«l chareof, any labor prot.~.:cive conditions shotll.d be imposed _, 

as a resul~ of an STS order or pursuant to the Railway ~or Act, Operator 

agrees to fully indemnify the Auchority from the costs of said labor 

pro~eccive conditions. 

Section 29. ~hitration. ~y claim or controversy arising under the 

provisions of chis Agreement, or an asse~ced bre~ch thereot, which can~ot be 

resolved by the pa~ties, shall be sectled by arhitrati~n ~~ ~wisbu~g. 

Pannsylvania, in accordance with t.he Commercial Arbj,tra.tion ~ules of L-ha 

American ~xbit~aticn Associa~ion. The arbit~ation proceeQing shall be helQ 

L~wisburg, Pennsylvan~a. The decision of the arbitrator(s) shall be final 

conclus~ve upon the ~arties hereto and shall be enfo~ceable in a oou~t of 

compe~ent jurisdiction. £ach par.ty to the arbi~~ation shall pay the 

compensa~ion costs, fees and expenses of its own wicnesses, exhi~ies and 

counsel. ~he compensa~ion costs of the arbi~ra~or(s}, if any, shall be 

equally by t.he parties hereto. The arbi.tl·:;;:.or {s) shall not. have t.he 

awarO consequential or punitive damages or to determine violacions of 

law or anti~~ust. law. The arbitrators shall have the right to refer any 

regulatory issues t:o t.he S'!'B for a.n advisory opinion. 

Section 30. Successors ~4 A$aigns. This Agreement shall inu~e ~a ~he 

benefit. of and shall be binding upon ~he parties hereto and their respective 

successors and assigns. ~owever, this provision shall not be construed ~o 

confer on Opera~ors any right or au.nority to assign all or ~y part of this 

Agreemen~ without the Authority's prior consene. !t is expressly 

ehe Auehori~y sball have the right to assign ics inceresc in .ehis A9~~~~~ 

a lendinS ins~itution fo~ purposes of financial security. 

':-t 

S&cei= 3l.. Ez>ti:te Agre-e~>t:. 'l'ilis Agreement, toge.ner with the Ag·re,ereieJl,ts 

ciesc::-i~d. in Seeeioll. a, contains the entire understanding of the t>a.no.>.e,s_.'\'l'icl::h.i!:.; 

respect: to its subject matcer. n is exp~·:..;sly 'Wldex:scood ]:ha~ 

Agreement shall supersede and re9laoe che existing Operatillg Agr~•:omeon,t~;:, 

24 

. :··~··-· .. ··--~····-.- .... .. " .... 

liiVSf1 =or . 



between the J•uthority a:><l -che Opera-cors, wh.ich shall each terminate effective 

midnight, December 31, 2006. No oral statement or prior written matter shall 

\__ have any force o• effect. The parties hereby acknowledge ~hat they are not 

relying on any represeneacions or agreemencs other chan those concained in 

~his Agreement ane th& Ag~aements described in Section 8. This Agreement 

shall not be modified except by a written inscrumenc subscribed by both 

part:ies hereto. 

\..... 

Section 32. Severabiliey. If ~~y term, covenant, condition o~ provision {or 

part thereof) of this Agreemenc or t:he applicat:ion thereof to any person or 

circumstances shall, a~ ~~y time or ~o any ex~ent, be invalid or 

unenforceable, t:.he remair~der of thia Agreetnent or the application of such t:<>>:lp,';)i 

or p~ovision {or remainder thereof) to pa~bVns o~ circumstances other 

those as co which ie is held invalid or unenforceableJ shall noc be 

thereby, and each term, covenant, condition and p~ovision of this Agreemen~ 

shall be valid atu:l be enforced to th" fullest ext:ent permitted by law. 

Seocion 33. ~ondis~iminatio~. The operator shall comply wicb t:he 

nondis~=imioacion claus~ at~ached herG~o and incorporgced herein as Exhibit D. 

Sec::t:Lon 34. Appli.eable Law. This Agreement: shall be constraed in accordanee..­

wich che laws of che Commonwealth of ~ennsylvania. 

IN WITNESS WHEREOF, che parcies heret:o have caused this Operating 

Agreement to be executed by themselves or by cheir respective duly authorize~ 

officers as of che da~e and year first aPove wri~ten. 

A:l JJ:.S'l': 

ATTEST: 

By;'Z?":..vm ;,-vB-@<1'£ i7 
..6~ - t..A..tc:&.. 

sz-d 
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ADDENDUM TO OPERATING AGREEMENT 

THIS ADDENDUM is made and entered into on the day of 

201 by and between SEDA-COG JOINT RAIL AUTHORITY, a 

Pennsylvania municipal authority created under the IvJunicipality Authorities 

Act of 1945, referred to herein as the ''Authority;'' 

a 

n 

d 

LYCOMING VALLEY RAILROAD COMPANY ( '' LVRR'' ) , NITTANY & BALD EAGLE 

RAILROAD COMPANY ( "NBER" ) , NORTH SHORE RAILROAD COMPANY ( "NSHR") , JUNIATA 

VALLEY RAILROAD COMPANY ("JVRR"), SHAMOKIN VALLEY RAILROAD COMPANY ("SVRR"), 

and UNION COUNTY INDUSTRIAL RAILROAD COMPANY (the foregoing parties all being 

Pennsylvania corporations and are individually referred to herein as an 

''Operator'' and collectively referred to herein as the ''Operators''); 

a 

n 

d 

SUSQUEHANNA UNION RAILROAD COMPANY ( "SURC"), being a Pennsylvania 

corporation and referred to herein as the "Holding 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 to a certain Operating Agreement dated December 13, 2006 and 

effective January 1, 2007, between the Authority and the Operators, as amended 

(the ''Operating Agreement''); and 
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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 said 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 to this Addendum 

and incorporated herein. Accordingly, all references to the Railroad Premises 

in the Operating Agreement shall refer to the Railroad Premises as set forth 

on the Exhibit ''A'' attached to this Addendum. 

2 



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 necessary 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 Addendum to the 

Operating Agreement on the day and year first above written. 

ATTEST, 

By' 
--~------------------Michael J. Krentzman 

Secretary 

ATTEST, 

By'---------------------

By' ------------------

SEDA-COG JOINT RAIL AUTHORITY 

By' ----------------------Jerry s. Walls 
Chairman 

OPERATORS' 

LYCOMING VALLEY RAILROAD COMPANY 

By'---------------------------

NITTANY & BALD EAGLE RAILROAD COMPANY 

By' -----------------------
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NORTH SHORE RAILROAD COMPANY 

By' ------------------ By'---------------------------

JUNIATA VALLEY RAILROAD COMPANY 

By'--------------------- By'---------------------------

SHAMOKIN VALLEY RAILROAD COMPANY 

By, __________________ ___ 
By'---------------------------

SUSQUEHANNA UNION RAILROAD COMPANY 

By'------------------- By'------------------------

UNION COUNTY INDUSTRIAL RAILROAD COMPANY 

By'--------------------- By'-------------------------
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EXHIBIT "A" DESCRIPTION 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 appurtenances 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 Eagle 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 to M.P. 195.1 (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. 51.9) 
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. 199.8 to M.P.181.1 
Newberry Yard M.P. 181.1 to M.P.179.4 
Avis branch 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 to 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 

5 
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SERVICE DATE -JANUARY 11,2011 

SURFACE TRANSPORTATION BOARD 

DECISION 

Docket No. FD 35343 

SUSQUEHANNA UNION RAILROAD COMPANY -CONTROL EXEMPTION-NORTH 
SHORE RAILROAD COMPANY, NITIANY & 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: 1 This decision pennits Susquehanna Union Railroad Company, a holding 
company owned by Richard D. Robey, to own all of the stock of6 Class II! 
railroads also owned and controlled by Robey. 

On Aprill2, 2010, Susquehanna Union Railroad Company (SURC), a noncarrierholding 
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 of6 Class Ill railroads: 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 (collectively, System Carriers). By a decision served on 
August 27, 2010, the Board instituted a proceeding. The Board will grant the cxemption.2 

BACKGROUND 

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

1 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 Language Digests in Decisions, EP 696 (STB served Sept. 2, 2010). 

2 SURC's petition also requested that the Board preempt and nullify, under 49 U.S.C. 
§ 11321 (a), a provision of an operating agreement between SEDA·COG Joint Rail 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 System Carriers. rn a letter 
filed on July 28, 2010, JRA states that the parties successfully concluded settlement negotiations 
and that it consents to the proposed transaction. 
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the corporate structure of the System 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 I 00% stock control 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 6 System Carriers through 
SUR C. 

DISCUSSION AND CONCLUSIONS 

The acquisition of control of at least 2 rail carriers by a person that is not a rail carrier 
requires prior approval by the Board under 49 U.S.C. § 11323(a)(4), Under 49 U.S.C. 
§ 10502(a), however, the Board must e11empt a transaction or service from regulation if it finds 
that: (I) 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 consisto:nt with the standards of49 U.S.C. § IOSOZ. Detailed scrutiny of the proposed 
transaction through an application for review and approval under 49 U.S. C. §§ I 1323-25 is not 
necessary to carry out the RTP. Rather, an e11emption 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 system that will continue to meet the 
needs of the shipping public. 49 U.S.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 Systenl Carriers. 49 U.S.C. § 10101(9). An c11emption also would allow for 
the expeditious handling and resolution 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 a nominal change of 
control by means of consolidating I 00% stock control of the System Carriers, which Robey 
currently owns and controls, into a noncarrier holding company, which is owned and controlled 

; This transaction would nonnally 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 
withJRA. 
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