Mack H Shumate, Jr
Senior General Atiorney, Law Depariment

August 15, 2008

Anne K. Quinlan

Acting Secretary

Surface Transportation Board
395 E. St.,S.W., Room 1149
Washington, D.C. 20024

CERTIFICATION

Re: Proposed Abandonment of the Flanigan Industrial Lead from
M.P. 338.33 near Flanigan, Nevada to M.P. 360.10 near
Wendel, California, a total distance of 21.77 miles in
Washoe County, Nevada and Lassen County, California; and of
the Susanville Industrial Lead from M.P. 358.68 to M.P.
359.25 near Wendel, California, a Total Distance of 0.57
Miles in Lassen County, California (collectively the
“Line”); STB Docket Number AB-33(Sub-No. 230X)

Dear Ms. Quinlan:

In accordance with the Surface Transportation Board’s
Decision with a late release service date of BAugust 5, 2008 in
the above-referenced matter, Union Pacific Railroad Company (UP)
hereby certifies to the Board that it has provided to Nevada
Central Railrcad UP’s most recent report on the physical
condition of the above-referenced Line as well as the documents
that UP used to establish 1ts net liquidation value for the
Line. Said report and documentation was forwarded on August 14,
2008 by UPS/Overnight Courier service for delivery to Nevada
Central Railrcad on August 15, 2008.

Attached hereto is a signed copy of Mr. Ray Allamong’s
letter on behalf of UP to Mr. Rcbert Allen Kemp, Chief Executive
Officer of the Nevada Central Railroad with Exhibits 1 through
6. Exhibat 6 included with the decumentation served on Nevada
Central Railroad included the complete valuation maps. In that
these documents are very large, approximately two (2) feet by
several feet in length, attached to this Certification to the
Board is a photocopy ¢f the Grantor and Grantee index of each
valuation map, which shows the ownership interests of the UP in
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said real property. The purpose of the valuation maps is to
show which parcels are owned in fee by the UP and which parcels
are reversionary. Reducing the maps to an 8% x 11 pdf results
in a document which lacks claraity. If the Board desires full
reproductions of the valuation maps, UP will have duplicate
copies of the large maps which were delivered to Nevada Central
Railroad reproduced and delivered to the Board.

Union Pacific again renews its request that the tollaing of
the OFA time period be lifted and that the time period for the
filing of an Offer of Financial Assistance for the Line expire

ten (10) days after the lifting of the tolling of the OFA time
pericd.

Respectfully submitted,

A

Matk H. Shumate, Jr.
Sgnior General Counsel

cc: Robert Allen Kemp
Chief Executive Officer
Nevada Central Railrocad

O: \ABANDONMENTS5\33-230X\OFA-ReplyLetter3.doc
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August 15,2008  (Sent via UPS Overmght August 14, 2008>

Mr. Robert Alan Kemp

Chief Executive Officer
Nevada Central Railroad

C/o Aviation Technologies, Lid.
4959 Talbot Lane, Unif #69
Reno, NV 89509

RE: Fianigan Industrial Lead from M.Y. 338.33 near Flanigan, Nevada to MLP. 360.10
near Wendel, California, a total distance of 21.77 miles in Washee County, Nevada
and Lassen County, California; and of the Susapville Industrial Lead from M.P.
358.68 to M.. 359.25 near Wende), Californis, a total distance of 0.57 miles in Lassen
County, California; STB Docket Number AB-33(Sub-No. 230X)

Dear Mr. Kemp:

In its Order served August S, 2008 regarding AB-33 (Sub-No, 230X), the Surface
Transportation Board ordered UP to provide Nevada Central Railroad (NCR) with UP’s most
recent report on the physical condition of the Flanigan Industrial Lead which includes the 0.57
miles of the Susanville Industrial Lead (the “Line™), as well as the documents that Union Pacific
Raifroad Company (UP) used to establish its NLV for the Line In accordance with said Order,
UP hereby submits the following to NCR:

Most Recent Report on Physical Condition of the Line:

The Line is currently out of service commencing with a “red board” at the filed beginning
abandonment limit at milepost 338.33 (the end limit 1s milepost 360.1) and includes the 0 57
miles of the Susanville Industrial Lead. The most recent timetable information (Exhibit 1),
which is the same ag NCR received in April 2007, indicates that the Line last carried a general
speed limit of 25 miles per hour, with a short 10 mph limst in Wendel. Attached Exhibit 2 shows
that there is a segment of previously abandoned Southem Pacific Railroad Company track that
connects to the Line stull on the ground between milepost 360.1 and 360.75 Sce (AB-12 (Sub-
No. 184X)). This track is not included in the valuation information for the Line because its
abandoned status places it outside the OFA process for the Line, but UP will quole a price for
this abandoned segment if UP progresses a sale of the Line. UP has not commenced salvage
activities on the Line

The last inspection of the Line made by UP prior to taking the Line out of service was in
March of 2007. The FRA track inspection and defect report resulting from that trip is enclosed
as Exhibit 2. “INDL” in the Track Type column indicates the Flamigan Industrial Lead mam
itself, while “INDU” stands for industry irack The net result of the inspection was that the
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inspector found just two defects involving joint bars. (See page 2 of said Exhibit 2) These
defects were repaired immediately. Accordingly, at the time the Line was taken out of service
last year, it was designated in FRA Class 2 condition with no unrepaired track defects. (Note —
the term “Modoc Abandoned™ on Exhibit 2 reflects the necessary change in status from
Subdivision to Industrial Lead after the above referenced abandonment by Southern Pacific
Railroad Company in AB-12 (Sub-No. 184X).

Supporting both an understanding of condition of the Line and the NLV discussed below,
attached as Exhibit 3 are the track profiles supplied in April of 2007. These diagrams comprise
the UP Engineering Department’s summary of the physical aspects of the Line and include
curvature, rise and fall of track structure, location and type of bridges, and the location of grade
crossings. There is no scparate profile for the remnant of the Susanville Industrial Lead which
only makes up 0.57 miles of the Line,

Documents Used by Union Pacific to Establish Net Liquidation Value for the Line:

Enclosed as Exhibit 4 is the computation spreadsheet used by the salvage specialist in
UP’s Engineering Department to compute the NLV of the Line, NCR first received this
spreadsheet in April of 2008 and there are no revisions. Accordingly, UP reaffirms the NLV of
$3,070,836. The UP's Engineering Department representative first quantifies the various sizes
and accumulated weights of rail material on the Line. The UP Engineer then assesses the quality
of the rail and determines appropriate per ton or per item values. The value of scrap and reroll
rail and “OTM? (tie plates, joint bars, spikes) is obtained from the American Metal Markets
published prices for the Chicago consumer buying market. The value of relay rail (shown on the
spreadsheet in thig case as “No, 2 Qual”™) is derived from periodic surveys of those salvage
companies that sell relay quality rail in the open market. UP’s Engineering Department
representative also assessed the quality of the ties and valued them accordingly. Through these
procedural steps, UP’s Engineering Department representative established the track value before
cost of removal. In the next section of the computation spreadsheet, UP’s Engineering
Department representative calculated removal costs. Finally, UP’s Engineering Department
representative subtracted the removal costs from the material value to derive the NLV.

Enclosed ag Exhibit 5 is the UP Real Estate Department internal appraisal worksheet for
the Line, supplied to NCR in April of 2007 Though titled, “Market Value — Modoc Subdivision
MP 338.33 to MP 360.10”, the appraisal does include both the Flanigan Industrial Lead and the
Susanville Industrial Lead parcels. As a preliminary step all parcels were initially valued to
obtain an “Across the Fence"” (ATF) valuation. However, the right half of the spreadsheet shows
the necessary adjustments made to convert the ATF value to Net Liquidation Value, which
appears in the third column from the right on said Exhibit 5 In line with the OFA rules, only
those parcels for which UP holds fee title are included in the NLV total of $116,679. The eight
“reversionary” parcels are circled on said Exhibit 5, have a “zero” in the NLV column and do not
increase the NLV of the Line.
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Finally, enclosed as Exhibit 6 are the “Valuation Maps”, supplied to NCR in April of
2007, showing the parcels cited in the appraisal worksheet. The lower right hand corner of these
maps show the valuation series and map number, which can then be keyed back readily to the
valuation worksheet. However, the last map, V-123/5, corresponds to “SPTCo.CA” on Exhibit
5. Original acquisition information is shown in the schedules on the maps.

This information is supplied by UP to NCR in order to provide the sufficient information
required for NCR to submit an OFA for the Line in accordance with the Board’s latest decision
in AB33 ( Sub. No. 230X).

Respectfully,

RaymE ond Allamong 7

O ABANDONMENTS\33-230X\NCR-001.doc
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