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El ED
Via hand-delivery Office of Proceedings
The Honorable Anne K Qu:nlan NOV - 5 2008
Acting Secretary Part of
Surface Transportation Board facord
395 E Street, SW Publlc

Washington, D C 20423-0001

RE: STB Finance Docket No. 35160, Oregon International Port of Coos
Bay—Feeder Line Application—Coos Bay Line of the Central Oregon
& Pacific Railroad, Inc.

Dear Secretary Quimlan

Enclosed for filing 1n the above-captioned docket please find an original and 16 copies of
the Public Version of the Third Valuation Update of the Oregon International Port of Coos Bay
(“Port”). An additional paper copy 1s included for date-stamping and return to the undersigned.
As the Public Version contains a small redaction of Confidential information on one page of the
attached Venfied Statement, the Port 15 also filng an original and 16 copies of a Confidential
Version of the filing separately under seal The Confidential Version will be served on counsel
for Central Oregon & Pacific Railroad and any party that has signed the Confidential
Undertaking We are also providing the filing and related workpapers to the Board on two sets
of three compact disks, one Public set and one Confidential set.

We have also included an original and 16 copies of the Port’s Petihion for Clanfication
for filing 1n this docket. An additional paper copy 1s included for date-stamping and retum

Please feel free to contact me if you have any questions.

Very truly yours,

~
(B
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BEFORE THE
SURFACE TRANSPORTATION BOARD

STB FINANCE DOCKET NO. 35160

OREGON INTERNATIONAL PORT OF COOS BAY
—FEEDER LINE APPLICATION—
COOS BAY LINE
OF THE CENTRAL OREGON & PACIFIC RAILROAD, INC.

THIRD VALUATION UPDATE OF THE
OREGON INTERNATIONAL PORT OF COOS BAY

I INTRODUCTION

The Oregon Iniemational Port of Coos Bay (“Port™) respectfully submits this Third
Valuation Updatc regarding the Coos Bay rail line (“Line™) of the Central Oregon & Pacific
Railroad, Inc (“CORP") 1n response to the request of the Surface Transportation Board (“Board”
or “STB") n 1its decision (“Decision™) served October 31, 2008 in this docket The Line 1s the
subjcct of the Port’s feeder linc application which was approved by the Board (“Board™ or
“STB") m the Decision, in which the Board also requested that the Port provide an update of the

valuation of the track asscts of the Line as of October 31, 2008

IL. THIRD UPDATE
In the Decision, the Board adopted the track asset quantities asscrtcd by the Port 1n 1its
Reply cvidence filed September 12, 2008 Decision at 12  In order to determine the net

liquidated value (“NLV”) of the Line, these quantities must be multiplied by the appropnate unmit
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valuations, with the removal and restoration costs subtracted The Board also determined mn 1ts
Decision that the track assets of the Line should be valued as of October 31, 2008 Dccision at
10 Hence, the Board asked the Port to provide an updated track asset valuation as of October
31, 2008. The Port agrecs with thc Board’s Dcecision to valuc the track assets as of October 31
and thec Port 1s providing such an update herein

The Board’s Decision states 1n vanous placcs that thc Board will determine the NSV of
the Line as of October 31, 2008 and 1n other places in the Decision states that the Port should
update the steel prices with American Metals Market (*AMM?”) prices as of October 31, 2008
As the Board 1s aware, the AMM index covers scrap components but does not cover rclay rail
which 1s also part of the track valuation The market price of relay rail i1s not published but 1s
obtained from relay supphers, and both CORP and the Port provided relay prices at various times
during this proceeding The Port did not provide current relay prices with every update because
the Port has had difficulty getting some relay suppliers to quote prices for the Port because of the
contentious nature of these proceedings and presumably because of the large volume of business
that CORP's owners do with thesc companies ' Nonetheless, the Port’s expert was able to obtamn
a relay price from Menard’s as of October 31, 2008, hence, all frack assets can be valued as of
the same date

As shown m the attached Third Update Venfied Statement of Gene A. Dawvis (Third
UV S Davis), the NLV of the track asscts 1s $8,739, relying upon steel prices for relay items,

reroller, scrap rail, and other track materials (“*OTM") as of October 31, 2008 Mr Davis based

' The Port has faced similar resistance within the rail industry to even the publishing of the Port’s
RFP for arail operator In addition, the Port has been told that some potential operators were
concerned about their ongoing business 1f they responded to the RFP and the Port was even
*“threatcned” that the industry could kill the technical correction nceded for the $8 million re-
direction of the SAFETEA-LU funds
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unit prices for reroller, scrap rail, and OTM on thc AMM indcx, and based relay umit prices on
markct unit priccs from a relay supplicr The NLV of the track assets without the October 31*
relay updated price 1s $805,377 Both NLV figures for the track assets include the removal costs
for the Siuslaw River and Umpqua River Bndges (57.758,400) and thc tunnel closure costs
($90.000) Without the removal costs for these two bridges and without the tunnel closure costs,
the NLV for the track assets would be $7.857.139 with the updated rclay price and $8,653,777
without the updated relay prices

The Port 1s cxtremely disappointed that the Board has stated that 1t intends to not include
the bndge removal and tunnel closure costs that would necessanly be incurred 1f the Line were
liquidated These costs were amply supported and quantificd by the Port throughout this casc
and the rclated abandonment case CORP provided 1ts own evidence of thesc costs that would be
mcurrcd for iquidating this Line The Port disagrees with the Board’s justification for omitting
these costs based upon 49 CFR § 1152 34(c)(1)(1im)(A)2), a rcgulation apphcable to a different
statutory scheme > On this 1ssue, the Deciston 1s contrary to both the feeder line statutc and years
of Board fceder hinc and other precedent See, e g, Keokuk Junction Railway Company — Feeder
Line Acquisition — Line of Toledo Peoria and Western Railway Corporation between La larpe
and Hollis, IL, Docket 34335, ship op at 16 (served Oct 28, 2004), Caddo Antoine and Little
Missourt Railroad Company — Feeder Line Acquisition — Arkansas Midland Railroad Company

Line Between Gurdon and Birds Mill, AR, Docket 32479, 1995 ICC Lexis 78 at *26 and *33

2 This unsupported reasoming also results 1n an unlawful windfall to a railroad which the Board
unfortunately only described as an *“[in]appropnate model of corporate citizenship and
responsibility” notwithstanding the voluminous evidence and testimony from nearly every
elected official, shipper, and other impacted party of record from the south coast of Orcgon on
CORP’s conduct that should be found unlawful or there 1s no meaning behind the common
carricr obligation
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(served Apnil 18, 1995) The Port plans to seek reconsideration regarding any removal costs that

are not included 1n the NLV

1II. CONCLUSION
The Port appreciates this opportunity to provide an update requested by the Board 1n its
Decision The Board should valuc all track asscts as of October 31, 2008 as described above and

in the attached Third Update Venfied Statement of Gene A Davis

Respectfully submitted,

dra L Browh
Michael H. Higgins
David E Benz
TROUTMAN SANDERS LLP
401 Ninth Street, NW, Suite 1000
Washington, DC 20004-2134
(202) 274-2959 Phone
(202) 654-5603 Fax

sandra brown{@troutmansanders com

michael. mggins@troutmansanders.com
david benz@troutmansanders com

Counsel for the Oregon International
Port of Coos Bay

November 5, 2008



PUBLIC

CERTIFICATE OF SERVICE
This 1s to certify that on this Sth day of November 2008, | causcd thc foregoing Third
Valuation Update in STB Finance Docket No 35160 to be scrved upon all parties of record 1n
this proceeding Parties who have signed the Confidential Undertaking pursuant to the

Protective Order reccived the Confidential Version, all other parties received the Public Version

bl e,

David E Benz y
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STB FINANCE DOCKET NO 35160

OREGON INTERNATIONAL PORT OF COOS BAY
— FEEDER LINE APPLICATION —
LINE OF CENTRAL OREGON & PACIFIC RAILROAD
BETWEEN DANEBO AND CORDES, OR

THIRD UPDATE VERIFIED STATEMENT
OF
GENE A DAVIS,PE

WITH ALL TRACK ASSET VALUES UPDATED

Update

Page 1 Third Update

Attachments'

Net Liquidation Value of Track Assets

Gross Liquidation Value of Track Assets

Track Matenal Unit Prices

October 31, 2008 American Metal Market Prnices

Facsimile from Menard's showing October 31, 2008 unit prices

O£V ITOW

' These Aftachments are updated based on newly avalable nformation Other Attachments from my
Supplemental! Reply Verified Statement (September 30, 2008) remain unchanged
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STB FINANCE DOCKET NO 35160

OREGON INTERNATIONAL PORT OF COOS BAY
— FEEDER LINE APPLICATION —
LINE OF CENTRAL OREGON & PACIFIC RAILROAD
BETWEEN DANEBO AND CORDES, OR

Third Update

The Oregon Intemational Port of Coos Bay (Port) previously asked R.L Banks &
Associates, Inc (RLBA) to evaluate and determine the Net Liquidated Value (NLV) of the
track assets owned by the Central Oregon & Pacific Rallroad (CORP) on the Coos Bay
rail ine between Danebo (MP 652 11) and Cordes (MP 763 13) (hereinafter, the “Line")
My qualffications are found at Attachment N of my Reply Venfied Statement, filed on
September 12, 2008 with the Port's Reply in Docket 35160

The Port recently asked me to provide an updated NLV figure for the Line based on
cuirent values for relay matenals, received from Menard's Railroad Matenals as well as
reroller, scrap rall and other track matenals (OTM), as published in the index of the
Amencan Metals Market (AMM) In calculating the current NLV of the Line, | used the
most recent AMM index prices available — these pnces represent the closing prices on
October 31, 2008 | am naming this update the “Third Update® because | previously
authored an Update Venfied Statement (which the Port filed on October 17, 2008) and |
understand the Port notrfied the Board of a subsequent change in metal pnces in a
Second Update filing on October 30, 2008 As in my previous Venfied Statements, | have
expressed AMM pnces (which are given in gross tons In the pnce sheet at Attachment P)
as net tons to remain consistent with relay matenal units of measure. Converting a price
per gross ton to a price per net ton is accomplished by multiplying the gross ton price by
0.8929 because a gross ton is 2,240 pounds and a net ton 1s 2,000 pounds

Virtually all other inputs to my current NLV calculation remain the same as those from my
Supplemental Reply Verified Statement (SRVS, filed September 30, 2008 with the Port's
Supplemental Reply) and my Update Venfied Statement (UVS, filed October 17, 2008)



Hence, things such as the quantity of the track assets, the classification of the track
assets and the salvage costs for this current NLV can be found in my SRVS The one
additional change that resulted from using current relay matenals, reroller, scrap rail and
OTM values was an appropnate updating of the administrative and marketing expenses
because two of the four expenses In this category are a percentage of the factors that
make up the Gross Liquidation Value (GLV) Hence, the administrative and marketing
expenses necessarily changed as a result of using current unit pnces

As described in this Third Update Venfied Statement, the NLV of the track assets of the
Line is now $8,739 as seen in Attachment B

| have Included four attachments with this Third Update Verified Statement First is an
updated Attachment B which provides the current NLV of the Line Second, Attachment
C provides a detalled explanation of the cumrent GLV of the track assets before
subtraction of salvage costs, restoration costs, transportation expense, costs associated
with the removal of the Umpqua and Swslaw River Bndges, and administrative and
marketing expenses2 Next, Attachment H Illustrates the unit market pnces of all
matenals, reflecting the unchanged relay matenial prnces and the reduced AMM reroller,
scrap rail and OTM pnces in net tons Lastly, Attachment P i1s a price sheet from the
AMM showing the rerolier, scrap rail, and OTM steel prices as of the close of business on
October 31, 2008 All other supporting data can be found in the attachments to my SRVS
from September 30, 2008.

2 understand that the Board did not subtract the removal costs for the Umpqua and Siuslaw River
Bridges (or the tunnel closure costs) in its October 31, 2008 decision The Port has asked me to include
these costs again because the Port plans to seek reconsideration on this 1ssue



VERIFICATION

|, Gene A Dawis, P E , venfy under penalty of perjury that the foregoing is true and
correct based on my knowledge, information, and belief. Further, | certify that | am
qualified and authonzed to file this Third Update Venfied Statement in Finance Docket
No 35160

m&ﬂ,@n‘d)/qﬁ

Gene A Davis, P.E

Dated, November 4, 2008
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LINE OF CENTRAL OREGON & PACIFIC RAILROAD
BETWEEN DANEBO AND CORDES, OR

THIRD UPDATE VERIFIED STATEMENT
OF
GENE A DAVIS,P E

ATTACHMENT B
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Aftachment B
Net Liguidahion Value of Track Assets
Of the Central Oregon & Pacffic Railroad - Coos Bay Branch
Between Danebe and Cordes, Oregon
Revised As of October 31, 2008

Unit Grand
Unit{s}) Cost Total Total
Track Nominal Vaiue
Relay Railroad Matenials $7.915,500
Scrap and Reroll Matenals (net of transportation) 4,852,700
Ties and Non-steel Matenals 1,398,900
Gross Liquidation Value $14,167,100
Preparation Cost Adjustments
Rail & OTM Removal - Fit {miles}) 124 $14,000 {173,000)
Rail & OTM Removal - Scrap (miles) 104 3 12,000 (1,251,700)
Turnout Removal - Fit (each) 27 500 {13,500)
Tumout Removal - Scrap (each) 14 400 (5,600)
Total Adjustments {1,443,800)
Restoration Cost Adjustments
Permanent Tunnel Closure Expense 9 10,000 {80,000)
Highway Crossing - Public (each} 33 2,000 {66,000)
Highway Crossing - Pnivate (each) 43 350 (15.100)
Total Adjustments {171,100)
Preliminary Track Liquidation Value $12,552,200
Transportation Expense
Relay Steel Matenals - To Chicago, IL 169 5,745 (970,900)
Scrap Steel Matenals - To Chicago, IL 238 5,745 (1,355,800)
Administrative and Marketing Expense
Yard Costs
Job Fee
Cost of Money
Profit
Total Estmated Expense (4,785,061)
Net Liquidation Value before Bridge Removal Cost $7,767,139
Bndge Removal Cost (Swslaw and Umpqua Rivers) (7,758,400)
Net Liquidation Value $8,739

Source Attachment C, RLBA estimate
R L BANKS & ASSOCIATES, INC b

PUBLIC
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8325502810

Menards RR HTL

Nov 04 08 06:01p

() %n\\_\m.mﬂ © 1/badc.Corn

Track Matenal Unit Markst Prnices

Revised As of October 31, 2008

Steel {Rail)

Rall 136 pound per yard, Jointed, Fit #2

Rail 136 pound per yard, CWR, Fit #2

Rail 132 pound per yard, Jointed, Fit #2

Rail 132 pound per yard, CWR, Fit #2

Rail 115 pound per yard, CWR, Fit #1

Rail 115 pound per yard, CWR, Flt #2

Rail 112 pound per yard, Jointed, Fit #2

Rail 112 pound per yard, CWR, Fit #2

Tie Plates, D/S, 14" long, Fit (6" base)

Tie Plates, D/S, 13" long, Fit (5-1/2" base)
Tie Plates, D/S, 12" long, Fit (5-1/2" base)
Joint Bars, 136/132/131 pound per yard, Fit (pair
Joint Bars, 115/112 pound per yard, Fit (pair)
Anchors, Fit

Timber (Tles)
Relay (ea)
Landscape (ea)
Scrap (ea)

Estimated Volyme Compopent
84

376

309

311

86

48
1.228
164
146,932
233,482
307,486
848
1,895
36,815

62,836
195,897

Unit Prices Per

$9 50
8 50
7.50

36.00

36 00
090

11.00
700

110,880 (-$6 00)

R L. BANKS & ASSOCIATES, INC .G

Net Ton
$895
885
795
785
995
885
885
895

Comments
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WITH UPDATED REROLLER, SCRAP RAIL, AND OTM

Update

Page 1 Third Update

Attachments'

Net Liquidation Value of Track Assets

Gross Liquidation Value of Track Assets

Track Material Unit Pnces

October 31, 2008 Amencan Metal Market Pnces

ODUVIOW

Facsimile from Menard’s showing October 31, 2008 unit prices

PUBLIC

! These Attachments are updated based on newly available information Other Attachments from my

Supplemental Reply Verified Statement {September 30, 2008) remain unchanged



BEFORE THE
SURFACE TRANSPORTATION BOARD
WASHINGTON, DC

STB FINANCE DOCKET NO 35160

OREGON INTERNATIONAL PORT OF COOS BAY
— FEEDER LINE APPLICATION —
LINE OF CENTRAL OREGON & PACIFIC RAILROAD
BETWEEN DANEBO AND CORDES, OR

Third Update

The Oregon Intemational Port of Coos Bay (Port) previously asked R.L. Banks &
Associates, Inc (RLBA) to evaluate and determine the Net Liquidated Value (NLV) of the
track assets owned by the Central Oregon & Pacific Railroad (CORP) on the Coos Bay
rail ine between Danebo (MP 652 11) and Cordes (MP 763 13) (hereinafter, the “Line")
My qualifications are found at Attachment N of my Reply Verfied Statement, filed on
September 12, 2008 with the Port's Reply in Docket 35160.

The Port recently asked me to provide an updated NLV figure for the Line based on
current values for reroller, scrap rail and other track matenals (OTM), as published in the
iIndex of the American Metals Market (AMM) In calculating the current NLV of the Line, |
used the most recent AMM index prices available — these prices represent the closing
pnces on October 31, 2008. | am naming this update the “Third Update” because |
previously authored an Update Venfied Statement (which the Port filed on October 17,
2008) and | understand the Port notified the Board of a subsequent change in metal
pnces In a Second Update filing on October 30, 2008 As in my previous Verified
Statements, | have expressed AMM prices (which are given in gross tons In the pnce
sheet at Attachment P) as net tons to remain consistent with relay matenal units of
measure Converting a pnce per gross ton to a prnice per net ton 1s accomplished by
multiplying the gross ton pnce by 0 8929 because a gross ton 1s 2,240 pounds and a net
ton 1s 2,000 pounds

Virtually all other inputs to my current NLV calculation remarn the same as those from my
Supplemental Reply Venfied Statement (SRVS, filed September 30, 2008 with the Port's
Supplemental Reply) and my Update Venfied Statement (UVS, filed October 17, 2008)



Hence, things such as the quantty of the track assets, the classification of the track
assets, the salvage costs, and the relay steel values for this current NLV can be found in
my SRVS The one addrional change that resulted from using current reroller, scrap rail
and OTM values was an appropriate updating of the administrative and marketing
expenses because two of the four expenses in this category are a percentage of the
factors that make up the Gross Liquidation Value (GLV) Hence, the administrative and
marketing expenses necessanly changed as a result of using current AMM values

As described in this Third Update Verified Statement, the NLV of the track assets of the
Line 1s now $805,377 as seen in Attachment B

| have included four attachments with this Third Update Venfied Statement First 1s an
updated Attachment B which provides the current NLV of the Line Second, Attachment
C provides a detalled explanation of the cumrent GLV of the track assets before
subtraction of salvage costs, restoration costs, transportation expense, costs associated
with the removal of the Umpqua and Siuslaw River Bridges, and administrative and
marketing expenses > Next, Attachment H illustrates the unit market prices of all
matenals, reflecting the unchanged relay matenal prices and the reduced AMM reroller,
scrap rall and OTM pnices in net tons Lastly, Attachment P 1s a prnice sheet from the
AMM showing the reroller, scrap rail, and OTM steel prices as of the close of business on
October 31, 2008. All other supporting data can be found in the attachments to my SRVS
from September 30, 2008

2 understand that the Board did not subtract the removal costs for the Umpqua and Swuslaw River
Bridges (or the tunnel closure costs) in its October 31, 2008 decision The Port has asked me to include
these costs again because the Port plans to seek reconsideration on this 1ssue



VERIFICATION
|, Gene A Davis, P E , verify under penalty of penury that the foregoing Is true and
correct based on my knowledge, information, and belief Further, | certify that | am

qualified and authonzed to file this Third Update Venfied Statement in Finance Docket
No 35160

%ﬁ@%lqﬁ

Gene A Davis, PE

Dated, November 4, 2008
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PUBLIC

Attachment B
Net Liguidation Value of Track Assets
Of the Central Cregon & Pacific Railroad - Coos Bay Branch
Between Danebo and Cordes, Gregon
Rewvised As of October 31, 2008

Unit Grand
Unit(s) Cost Total Total
Track Nominal Value
Relay Railroad Matenals $9,002,800
Scrap and Reroll Matenals {net of transportation) 4,852,700
Ties and Non-steel Matenals 1,270,900
Gross Liquidation Value $15,126,400
Preparation Cost Adjustments
Raill & OTM Removal - Fit (miles} 124 $14,000 (173,000)
Rail & OTM Removal - Scrap (miles) 104 3 12,000 (1,251,700)
Tumout Removal - Fit {each) 27 500 {13,500)
Tumout Removal - Scrap (each) 14 400 (5,600)
Total Adjustments (1,443,800)
Resioration Cost Adjustments
Permanent Tunnel Closure Expense 9 10,000 (90,000)
Highway Crossing - Public (each) 33 2,000 {66,000}
Highway Crossing - Pnvate (each) 43 350 (15.100)
Total Adjusiments (171,100)
Prelimmnary Track Liquidation Value $13,511.500
Transportation Expense
Relay Steel Matenals - To Chicago, IL 169 5,745 (970,900)
Scrap Steel Materials - To Chicago, IL 236 5745 (1,355,800)
Administrative and Marketing Expense
Yard Costs
Job Fee
Cost of Money
Profit
Total Estimated Expense (4,947,723)
Net Liquidation Value before Bridge Removal Cost $8,563,777
Bndge Removal Cost (Siuslaw and Umpqua Rivers) {7,758,400)
Net Liquidation Value $805,377

Source Attachment C, RLBA estmate
R L. BANKS & ASSOCIATES, INC -b
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Menards RR MTL

Nov 04 08 0B:01p

g 9dro’S @albade.com

Track Matenal Unit Market Prices
Rewvised As of October 31, 2008

Steel {(Rail)
Rail 136 pound per yard, Jointed, Fit #2

Rail 136 pound per yard, CWR, Fit #2

Rail 132 pound per yard, Jointed, Fit #2

Rail 132 pound per yard, CWR, Fit #2

Rail 115 pound per yard, CWR, Fit #1

Rail 115 pound per yard, CWR, Fit #2

Rail 112 pound per yard, Jointed, Fit #2

Rail 112 pound per yard, CWR, Fit #2

Te Plates, D/S, 14" long, Fit (6" base)

Tie Plates, D/S, 13" long, Fit (5-1/2" base)
Tie Plates, D/S, 12" long, Fit (5-1/2" base)
Joint Bars, 136/132/131 pound per yard, Fit (pair
Joint Bars, 115/112 pound per yard, Fit (pair)
Anchors, Fit

Timber (Tiss)
Relay (ea)
Landscape (ea)
Scrap (ea)

Unit Prices Per

Estimated Volume Component NetTon

84 $895

376 895

309 795

311 795

06 995

48 895

1,228 8685

164 895
146,032 $9 50
233,482 850
307,486 750
848 36.00
1,895 36 00
36,815 080
62,835 11.00
195,807 700

110,880 (-$6 00)

R L BANKS 8 ASSOCIATES, INC -G

Comments




