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23611 Coos Sumner Lane
PO Box 298
Coos Bay, OR 97420

SOUTHPORT
FOREST
PRODUCTS, LLC

541-2660903
5412660824 fax

Oclober 9. 2007

The Honorable Charles D Nottingham
Chairmuan

Sutface [ransportation Boud

393 I Street SW

Washington. DC 20423-0001

Dear Chairman Notingham

We are wrinimg on behalf of the Oregon Inteinationat Port of Coos Bay (*Port™ and
Southport Furest Products (“Southport™) 10 ask vour assistance wath respect to rail service
problems fucing the Oregon south voast Speifically we are interested in any help that
vour office of Rail Consumer Assistance Program can provide 1o us on an expedited and
infornal bists

The PPott s designated a State Port, consequently members ot the Board ol
Comnnssioners are appointed by the Governor and confirmed by the Oregon Senate for
4-yeat terms  An average of 2 5 nmllion tons ot cargo move thigugh the Port ol Coos
Bay cach year  The Port owns the rulioad bridge known as the Coos Bay Bridge which
was donated to the Port by the Umon Pacific Rahoad ("UP™) in 2000 and which the
Central Oregon & Pacific Railroad, Tne (" Corp 7) uperaies over vig a lease agieement
between UP and CORP - The Port has obtned state and federal funding and myested
tens of mulhons of dollars m the rehzibitation of the Coos Bay Bridge and assisted n
obtaining sigmficant tunding i other tnl infrastruciwie m the aren on CORPS behalt  In
addinon the Port imvested in the il spur that was bunlt to the new Southpart lumber mill
and conneets o CORP

Southpmt aperates @ small log sawmul and whole log chippmg facility in Coos Bay OR
Sauthport s products include dimenstonal lumber, wood chips, planer shavings. hog fuel
and logs for 1esale Dimensional customers melude lumber wholesalers. retulers and big
box centers  Chip customets are pulp and paper nulls tocated i the Pacific Northwest as
well as Jupan Other bv-products aze sold W secondary manutactuting faciliies in



western Otegon  Southport ships approximately (wo or three carloads a day by rail
Southport employs 80 people in the Coos Bay area

As vou are aware, CORP 1ssued an embargo ot 1ts hine between Vaughn, OR and
Coquille, OR on September 21, 2007 CORP only provided shippeis an the line one day
notice of the shutdown  The shutdown of this line has threatened jobs and the viability of
businesses 1 Coos Bay  While Southport and other shippers are tiving 1o move product
by truck to Fugene for refoad on ml. this 1s not a fong term solunon  [f the line 1s not 1e-
apened 1n the near futite Southport may be faced w:th shuitiing 1ts dows

Prior to the Sept 21 shutdown. the Port, CORP and the shippers worked 1ogether 1o
obtaimn tens vf milhons of dollars for rml s estments in the south coast to increase traflic
and improve, create and mamtamn tail propetties owned by CORP and the Port Prior to
CORYPs ownership by Fortress Investment Group and prior to this embargo, thele was an
open dialog betw een the parties and a willingness ol CORP to put an action plan 1n place
to mitke any needed repairs  In fact. last November there wiis a tunnel cave-in which was
successfully repaned and put back inio service within weehs  In that imstance, CORP
hept in contact with the Port and shippers  However, with this embargo there has heen no
discussion  CORP has not provided any plan o1 any indication that 1t has any intention of’
repairing this hne 1o get it back mro serviee  In fact, even though wnnel repans were
made at toughly the same ume last vear. CORP has stated now that even 1f money wis
avatlable repairs cannot be made until nest spring because of the “1amy™ season

The Port and Southport have been and continue to be hurt by CORP’s problems  Wiile
we desperately need a short term fix 1o the shutdown ol il service. we also need o long
term solution 1o the service problems on the south coast  We appreciate your time n this
matter and look forward to addmonal discussions with vour staff in the Ral Consumer
Assistance Progiam

- ————

Sincerely vours,




OREGON INTERNATIONAL

B
Port of Coos Bay

October 31, 2007

The Honorable Charles D Nottingham
Chairman

Surface Transportation Board

395 E Street SW

Washington, DC 20423-0001

Re  Rail Service Issues for the Southem Oregon Coast
Dear Chairman Notingham

I am wnting on behalf of the Oregon Intemational Port of Coos Bay (Port) to ask your assistance with
respect to ratl service problems facing the Port and industnal rail users on Oregon's south coast
Specifically, we are interested in any help that your office through the Rail Consumer Assistance
Program can provide to us on an expedited and informal basis

This Port is designated as a State Port, consequently members of the Board of Commissioners, while
being residents of the port distnct, are appointed by the Governor and confirmed by the Oregon
Senate for 4-year terms An average of 2 5§ million tons cargo move through terminals in the Coos
Bay harbor each year The Port owns the main rairoad bndge — the Coos Bay Rail Bridge — crossing
the bay, which was donated to the Port by the Union Pacific (UP) Railroad in 2000 and which the
Central Oregon & Pacific (CORP) Railroad Inc operates over via a lease agreement between the UP
and CORP The Port has obtained state and federal funding and invested tens of millions of dollars in
the rehabilitation of the Coos Bay Rail Bridge and assisted in obtaining significant funding for other rail
infrastructure on CORP's behalf. In addition, the Port invested in the North Spit rail spur that was built
to serve the new Southport Forest Products sawmill and which connects to the CORP Coos Bay line

As you are aware, CORP 1ssued an embargo of its Coos Bay line between Vaughan, OR and Coquille,
OR on September 21, 2007 CORP only provided shippers on the hne one-day notice of the

shutdown The shutdown of this line has threatened jobs and the viability of businesses in the Coos
Bay/North Bend and Coos County region While Southport and other shippers are trying to move
product by truck to Eugene and other points for reload on rail, this 1s not a long-term solution f the
Coos Bay line is not reopened in the near future, Southport and other industnal operations dependent
on rail shipping on the ine may be forced to scale back operations or in the case of Southport,
possibly even shut its doors

Prior to the September 21, 2007, shutdown of the Coos Bay line, the Port, CORP and the shippers
worked together to obtain tens of milhions of dollars for rail investments in the south coast area to
increase traffic and improve, create and maintain rail properties owned by CORP and the Port Prior
to CORP/RaillAmerica's ownership by Fortress Investment Group, and prior to this embargo, there
was an open dialog between the parties and a willingness on the part of CORP to put an action plan
in place to make any needed repairs In fact, last November there was a tunnel cave-in which was
successfully repaired and put back in service within weeks In that instance, CORP kept In contact
with the Port and the shippers

125 Wes: Certic! Avenue Suite 303 / PO Box 1215 / Coos Bay Oregon 974220311
Phone 541 267 7673 / Fox 541 269-.475/ emaul Ec:tcgos@gprtctcoosbav com__/_!\f_sb www portoicocsbary com

State of Orogon Tokyo Joocn - Oregon Jooorn Represen‘ohve Cifce s =~one 81-3-3580-695]1 rax 81-3-3580-907°
Representative Cifices  Taiper Taawen R O € - Oregon Trade & Inlcrmection Center / Phone 586-2-2723-2320 Fox 886-2-2723-2312
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However, with this embargo there has been no discussion CORP has not provided any plan or any
indication that it has any intention of repainng the tunnels to restore service on the Coos Bay line In
fact, even though tunnel repairs were made at roughly the same time last year, CORP has stated now
that even If money was available, repairs cannot be made unti! next spnng because of the “rainy”
season

The Port, Southport and other rail shippers have been and continue to be hurt by CORP's problems
While we desperately need a short-term fix to shut down of rail service, we also need a long-term
solution to the service problems in the south coast region

We appreciate your time in this matter and look forward to additional discussions with your staff in the
Rail Consumer Assistance Program

SlnoeL‘er. '_} SN

Jeffrey T Bishoph Executive Director
Oreg}n Intemnational Port of Coos Bay

Cc U S Representative Peter DeFazio, Washington, D C
U S Senator Ron Wyden, Washington, D C
U S. Senator Gordon Smith, Washington, D C
Board of Commussioners and Management Staff, Oregon Intemational Port of Coos Bay
Peter Fnedmann, Washington, D C
Sandra Brown, Troutman Sanders LLP, Washington, D C
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November 19, 2007

Mr Jeffrey Bishop

Executive Director

Oregon Intemational Port of Coos Bay
125 West Central Avenue, Surte 300
Coos Bay, Oregon 97420-0311

Dear Mr Bishop.

Thank you for your letter daied October 31. 2007 requestmg asssstance through the
Surface Transportation Board's Rail Consumer Assistance Program. The Board's Office
of Compiiance and Consumer Assistance (OCCA) has been momtoring closely the raif
service problems facing the Port and mdustrial rail users smce the implementation of the
Ceniral Oregon and Pacific Railroad’s (CORP) embargo of the Coos Bay rail line on
September 21, 2007, and I understand that Katherine Bezold of OCCA has been m touch
with you recently about this important matter.

By way of general background, the Interstate Commerce Act imposes a common
carrier obhgauion on railroads to provide transportation or services upon reasonable
request Unless and until the Board authorizes a line for abandonment, a rarlroad may not
refuse to provide service over a line merely because to do 50 would be mconveruent or
unprofitable But the common carrier obhigation 13 not abhsohute, a railroad may place an
cmbargo on all or part of a lme, thereby temporanly reheving the railroad of its service
obligations, when there are conditions that would make 1t unsafe to operate over the line
An embargo can be challenged by filing 2 formal complaint with the Board on the ground
that there 1s no reasonable basis for the embargo or that the embargo has been kept i place
bevond a reasonable peniod of tme

As you are aware, OCCA’s Rail Consumer Assistance provides informal assistance
to parties seekimng to resoive rml service disputes short of formal litigation before the
Board In mid-Oclober the Board received a letter from Southport Forest Products
(Southport) regarding the service cessation resulting from the embargo and requesting
informal assistance on behalf of Southport and the Port of Coos Bay through OCCA
OCCA immedsately contacted CORP, providing a copy of Southport's mformal complamt,
and requested a full response and service plan from CORP After receiving an mitial
response from CORP which did not include specifics about CORP’s plan for moving
forward with rail service, QCCA requested CORP provide more detailed information as to



specfic plans for the Ime in question given the severe need of rail shippers on the Coos
Bay lme

In response to OCCA’s second request for information from CORP, RalAmerica
General Counsel. Scott Williams, responded. explaming the cost of repairs and detailing
CORP’s past reveres and operatng losses  Additionally, Mr Will:ams explained that
CORP 5 exploning all altematives for financing the cost of reparrs including a
pubhic/private partnership Recently, RailAmenca made public its proposal, which I
understand would call for the Port. the state of Oregon. Umon Pacific Railroad, the ral
shippers on the hine, and RaillAmerica each to contrsbute $4 66 mullion toward the cost of
repamring and rehabiinatmg the lhine

Also, the Federal Railroad Admmistration recently evaluated the condition of
tunnels 13 15 and 18 on the Coos Bay lime That report, which has just been released.
found that vanous locations within each of the three tunneils “have unsafe condrnions that
require repar” and that are “hazardous to tram traffic and mamtenance operations.” FRA
concluded that “all three tunnels need immediate repams to pernut the safe resumption of
rallroad operations ™

I understand that the Port has filed suut agamst CORP 1n federal distnct court,
contestmg CORP"s cessation of service and seeking compensation for damages, and that
CORP has filed a motion seeking referral of the matter to the Board Because CORP’s
embargo could become the subject of a formal adjudicatory proceeding before the Board 1
would not be appropriate for me to make any premature judgments or express any views
on the merits of the matter outside of any such formal proceeding and the record that
would be developed n it If the dispute were to formally come before the Board, we
would consider the merxts of this embargo under the appiicable legal principles and based
on a careful exammation of the factual record developed by the parties m that formal
proceedmg

OCCA 15 continuing to keep a close eye on the stuation in Coos Bay I understand
the need for urgency m planmng for the future of the rail lime OCCA staff remams
available to discuss this matter with you and other shippers on the line. on an mformal
basis. at any time

If you have any further questions, please fael free to contact Ms Bezold at (202)
245-0283 If I can be of further assistance, please contact me

;2 ly,

ﬂ Fl
f@ A
Charles D Nottmgham™"
Charman



Dec 1994

1997

Jan 2000

Aug 2000

2003-2005

2003

2003

2004

May 2004

2005

2005

2005

2005

2006

Timeline
CORRP lincs acquired from Southem Pacific by Railtex

$307,458 given to CORP from fedcral government for flood damage on
Coos Bay and Siskiyou Lines

RailTex purchased by RaillAmerica

Port acquires Coos Bay swing span railroad bridge by donation from UP
Port assumes the maintenance responsibility for it, CORP maintains
opcrating obligation and UP retains removal obligation 1f service is
abandoned

$7 million swing span railroad bridge short-term repairs (mostly fedcral
money from TEA-21, remaindcr statc and local moncy)

American Bridge opens new manufactuning facility in Reedsport

$300,000 given to CORP for tics and ballast on Coos Bay Line from the
Oregon Short Line Railroad Ra:l Infrastructure Improvement Program

Weyerhauscr closcs facility in Cordes near new North Spit rail line

Milbor-Pita report to CORP notes a “recipe for a major collapse™ in tunnel
15 and estimates $1 325 million 1s needed to repair deterioration 1n tunncls
13,15, and 18

North Spit spur construction completed with $4 8 nullion in federal, state,
local, and Port money, thercby allowing CORP to serve ncw Southport
facility

Southport Forest Products opcns ncw sawmill on North Spit spur

$400,000 given to CORP for tics and ballast on Coos Bay Linc from the
Oregon Short Line Railroad Rail In(rastructure Improvement Program

Port offers o jointly file a ConneciOregon apphcation with CORP for
tunnel repair, but CORP declhines

CORP unsuccessfully sought $7 4 million in ConnectOregon funds (which
would have been matched with $5 0 million i1n CORP funds) for track,
tunnel, and bridge repairs on Coos Bay and Siskiyou Lines (including
repair of tunnel lining in tunnels 13 and 15), application rcjected because
1t was deemed maintcnance and not ncw capacity



2006 $7 7 million awarded to CORP by ConnectOregon program for
Winchester Yard expansion (on Siskiyou Line), roughly 20% of the
money was given o CORP before cessation due to cmbargo

Oct 2006 FRA and ODOT jointly inspcct Coos Bay Line, finding nced for repairs in
tunnel 15

Nov 2006  tunnel 15 repairs lead (supposedly) to collapse

Jan 2007 tunnel 15 repairs complete

2007-- $12 million awarded to Port for swing span railroad bndge long-term
rcpairs, work has not begun due (o embargo ($8 m from SAFETEA-LU
and $4 m from ConnectOregon)

Feb 2007 RailAmerica purchased by Fortress Investments

Feb. 2007 ODOT 1nspection reveals “bulgmng™ in tunnel 18

March 2007 Shannon & Wilson investigate on-site 1n Coos Bay Line tunnels

July 16, 2007 Shannon &W\lson rcport finds “deterioration and instability requining
immediate repair  at scveral locations 1n the timber-lined sections of
tunnels 13, 15, and 18™

Sept 21, 2007 embargo declared

Oct 2007 FRA nspection of tunnels 13, 15, and 18

Oct 2007 CORRP statces 1ts intention to develop a plan to repair the Line

Nov 14, 2007 CORP verbally proposes partnership idea with state, shippers, Port, and
m)

Jan 14, 2008 CORP provides written proposal to shippers and the Port at STB
information mediation’

Jan 24,2008 RailAmerica meets with the Governor to provide proposal

Apr 9,2008 CORP scnds same proposal modified with 50/50% ownership of a portion
of the Line to the Governor

' CORP provides two versions of its propusal with revenue on the Line varying from $1,900,000 to
$2,340,000 on the proposal that apparently was not meant to be handed out  Exhibits 37 and 38
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GEOTECHNICAL AND ENVIRONMENTAL CONSULTANTS
SAINT LOUIS
March 1, 1994
Montana Rail Link

101 International Way
Missoula, Montana 59807

Attn; Mz Richard Keller, Chief Engineer
RE: TUNNEL INVENTORY - COOS BAY AND SISKIYOU BRANCHES

INTRODUCTION

This report documents our observations and opinions regarding the condition of the Coos
Bay and Siskiyon Branch tunnels, and the estimated costs and schedules to improve
clearances in the tunnels for Plate "H* double-stack traffic (Tables 1 and 2), and Plate "F"
clearances in Table 5. Estimated costs for short-term rehabilitation work are presented in
Thble 3, and for long-term rehabilitation work in Thble 4, General data on the tunnels are

presented in Appendices A and B.

The tunnel inventory was authorized by Mr. Richard Keller, Chief Engincer of Montana
Rail Link on February 7, 1994. A group consisting of Mr, Keller and Dave Cook (MRL
B&B supervisor), Jacques Fuller (SPRR Director of Plant Rationalization), BEd Barrow
(SPRR B&B foreman), Mr. Larry Prinkki (Washington Contractors Group Geologist), and
Gerry Millar inspected the tunnels on February 14 through 16 by hy-rail vehicle.
Approximately 15 minutes were spent at each tunnel measuring the clearances and noting the
structural condition of the lining and stability of the ground where visible. The only
documentation available for the visit and the preparation of this report are the SPRR tunnel
data sheet and typical drawings of timber sets and gunite/shotcrete lining.

400 NORTH 34TH STREET - SUITE 100 W-6694-01

PO BOX 300303
SEATTLE WASHINGTON 98103
206-632:8020 FAX 206-833-6777
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Montana Rail Link SHANNON &WILSON, INC.

The original tunnel construction (1880s) consisted of drill-and-blast excavation with
occasional support with timber sets and portal structures. Larger clearance requirements and
likely continued rock loosening led the SPRR to enlarge the tunnels and place continuous
timber sets as support, along with concrete portal structures in the 1920’s. The significant
maintenance effort required to replace timber sets led the SPRR to a program of replacing
the timber with steel sets (W8-31) covered with gunite (Figure 1). This latter program took
place in the 1970s and early 1980s. At present, approximately 6,500 feet of tunnel are lined
with gunite/steel and 9,000 feet with timber sets. Signs of important instability requiring
immediate repair were observed in the timber sets in Coos Bay Tunnels 15 and 18, and in
the gunite/steel lining in Coos Bay Tunnel 20 (Table 3).

The bedrock along both branches is generally slabby to massive blocky ground, almost
always good tunneling ground away from the highly weathered portal areas. Approximately
8,500 feet are unlined or lined with a thin (1 to 4 inches) layer of gunite placed in the 1970s
and 80s. Only localized areas of Tunnels 7 (Siskiyou) and 14 and 19 (Coos Bay) need
immediate support with rock bolts and shotcrete (Table 3).

Lightly reinforced concrete linings were used only as portal structures, and date from the
1920s. All are in good condition, and total approximately 1,150 feet. In most cases, the
concrete lining is the smallest with regard to clearances, the exception being unlined sections
of the Siskiyou Branch tunnels (Tables 1 and 2).

W-6694-01
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Montana Rail Link SHANNON SWILSON. INC.
Attn: Mr. Richard Keller

March 1, 1994
Page 3

All of the long-term rehabilitation requirements (excluding track structure work) are related
to the removal of timber sets and re-lining with shotcrete and rock bolts in stable ground and
with steel sets and shotcrete or concrete in unstable ground. This proposed work is
summarized in Table 4, and is estimated to cost $8,000,000. It should be noted that the
timber removal and re-lining would improve existing clearances to double-stack
requirements, sothat approximately $2,800,000 of the double-stack clearance program
would be covered in’this -effort.

The proposed double-stack clearance program is summarized in Tables 1 and 2. The Plate
"H" clearance diagram is presented in Figure 3. This information is based on preliminary
clearance data obtained by wide-spaced tunnel measurements taken during the inspection trip
with an extendable surveyors rod and/or a sonic measuring device. These top-of-rail and
sidewall width measurements were then plotted on the liner dimensions presented in the
SPRR standards drawings for timber sets and gunite/steel linings (Figures 1 and 2), or on
graphs of the concrete portal linings. The clearance standard used is a 4-inch cushion
around a 20°2* high stack that is.8'6"-wide, plus an additional inch of side clearance per
degree of track curvature. For estimating purposes, the following clear top-of-rail
dimensions were used: ’

212" for tangent track in timber or gunite/steel areas

21!8“ br 10 deym curves " " ] w 1
22'0" for tangent track in concrete lined sections

22'10" for 10 degree curves " y g .

Yy v v ¥

W-6694-01



Montana Rail Link SHANNON &WILSON. INC.
Attn; Mr. Richard Keller

March 1, 1994

Page 4

The major work to achieve double-stack clearance on the Siskiyou Branch consists of drill-
and-blast rock removal in Tunnel 8, and major undercutting of Tunnels 13 and 14. The
track structure in the latter two tunnels is severely deteriorated so the expense of clearance
work also improves operating conditions in those tunnels. Clearance work in the Coos Bay
Branch tunnel is fairly well spread over all of the tunnels, and includes undercutting,
concrete liner notching and timber replacement with shotcrete and rock bolts. The estimated
cost of $2,300,000.for the Coos Bay and $4,300,000 for the Siskiyou tunnels assurnes live
track work in 10-hour uninterrupted daily windows, except for the work in Siskiyou tunnels
13 and 14 which would be performed with the frack out of service, We estimate that the
Coos Bay Branch work would take four months using one work train (undercutting setup and
crown mining setup), and the Siskiyou work six months using two work setups, one for the
dead track undercutting and stabilization in Tunnels 13 and 14, and a separate setup for the
live track rock removal in Tunnels 4 through 8. Work trains in the live track tunnels would
likely consist of a combination of hy-rail trucks and flat cars/air dumps/water tankers moved
by car movers, Locomotives and large locomotive cranes would not be necessary as prime
movers for the work trains,

‘The required clearance envelope for Plate “F* traffic is presented in Figure 4, and the
location and type of obstructions, atong with the proposed clearance improvement activities,
are presented in Table 5. Only the Siskiyou Branch tunnels are currently restrictive o this
type of traffic. The proposed clearance improvement work consists solely of the removal of
rock by drill-and-blast methods, with only minor securing of loose slabs with rock bolts,
The rock "tights" are believed to be less than 12 inches thick, requiring the drilling of short
blast holes in the haunches and crown of the tunnels. We estimate that this work would take
approximately three months to accomplish with daily 10-hour work windows. Because the
amount of rock to be removed per lineal foot of tunnel is minimal (< 1/2 cubic yard), all of
the work could be performed from hy-rail trucks without the need for air dumps or flat cars
to remove the broken rock. The estimated cost for this work is $800,000. 1t should be
noted that we estimate that more extensive rock removal in these tunnels for double-stack

W-6694-01
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Montana Rail Link : SHANNON &WILSON. INC.
Attn: Mr. Richard Keller

March 1, 1994
Page 5

clearance would only cost $1,300,000 (Table 2) and take approximately two additional
months to accomplish.

SUMMARY

In general, the Siskiyou and Coos Bay Branch tunnels were excavated in fair fo good tunnel
ground, and require only a moderate repair program for immediate stability problems other
than track structure work (Thble 3). Long-term maintenance requirements relate exclusively
to the replacement of timber sets with a shotcrete or steel set/concrete lining (Table 4).
Double-stack clearances will require some work in almost all of the tunnels; however, major
crown mining and/or undercutting will be required only in Tunnels 8, 13, and 14 on the
Siskiyou Branch (Thble 2), and Tunnels 13, 16, and 21 on the Coos Bay Branch (Table 1).
Plate "F" clearances require only the removal of rock above the springline in four tunnels on
the Siskiyou Branch (Table 5).

The clearance information and proposed clearance improvement programs presented in
Tables 1, 2, and 5 are based on minimal survey data taken during the three-day inspection
tour. We feel that a much higher level of confidence can be placed on the costs and
schedules for this work if clearances are measured with a hy-rail-mounted template or
similar system. Bventually, a program of drilled probes through the concrete and
gunite/steel linings will be useful in estimating liner removal and stabilization requirements.
'We would be pleased to sibmit a detailed proposal for the clearance measurement, liner
probing, and engineering design work when you require it.

W-6694-01
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Montana Rail Link SHANNON &WILSON, INC,

Atin: Mr. Richard Keller
March 1, 1994
Page 6

As always, we appreciate the opportunity to work with you and look forward to answering

any questions you have concerning the information presented in this report.

Sincerely,
SHANNON & WILSON, INC.

2N/

Gerry Millar
Manager of Railroad Services

A

Semor President

Underground Services

GM:HWP/gm

Enclosures: Table 1 - Coos Bay Branch Tunnel Inventory of Reguired Double Stack

Clearance and General Rehabilitation Work

Thable 2 - Siskiyou Branch Tunnel Inventory of Required Double Stack

Clearance and General Rehabilitation Work

Table 3 - Rehabilifation of Unstable Areas Requiring Immediate Attention
Table 4 - Long Term Maintenance Requirements Not Related to Clearance,

Short Term Maintenance, or Track Structure Deterioration

Table 5 - Plate F - Clearance Requirements for Siskiyou Branch Tunnels

Figure 1 - Details of Gunite/Steel Lining

Figure 2 - Details of Timber Lining

Figure 3 - Plate "A" Clearance Design

Figure 4 - Plate "F" Clearance Diagram

Appendix A - Tunnel Inspection Forms, Coos Bay Branch
Appendix B - Tunnel Inspection Forms, Siskiyou Branch

W6694-01L.LTR/WE694-Tkid/ Lkl

W-6694-01



"ONI 'NOSTIM NONNVHS JewAn/ ¥B/5efe

"pejou S8 §deaxa ‘SMOpUM PRJCNLUSILIUN JNOY-(1. Ut OB & Bq OF PELINSSE SOM IIY *JLON

00v'$082 (¢ uondp) 1509 fj0] perewnsy
00v'¥8’t {1 vondo) 1509 101 perewnsy
000'05¢ qowRqXoN
000'808 41 00018 41808 GIBL10US PUB SO L saquey soeiday (.-0)Joquyy 14 606
009'12 41 0628 41801 SB1U00 LIION (.ov)sramuon 14 801 12
ejaojous pue
000'c8 1 005'1$ N SHOCPIO0Z LM upel ‘(29) SSOD eAoweY
009'12 41 002 J180L 8]8.12U03 LJJON (9)elerou0n 14 801 03
000'09 41 Si$ 41000 U0196S EyLINB U SOqHO0! (B
008'02 41 0028 a1 ¥01 5165 (8918 U0 LD pue uoo LEION (.£) 5500 pue ejaowod 14 %01 8
N 7. t BJ8AN0YS PUB SHOGHOQ! Lu eveNdal
Q — 000'0S 41 000°1$ f108 . PUB JOqUR PSJRIOUGISP GAOLISY suoN 8l
00V'9e 41 002$ f1z8 289002 YPPN (o-5) spamuoy 1428t Ll
(.92} 9500 Ld 805
000's.8 41 0s2$ 41 005°} E18J0U0D LOI0U PUB [BULING JNDIBPU( {81) sas0u00 14 601 9l
000002 41 000'1$ 41 062 SasOYS PUB SIIOPRM SSqu soeday
000°01 41 0028 4108 PUB 2UCO YN () su0n 14 05 Sl
000'801 41 0002% 4118 Bujug 81819100 BAOWSY (1) eesu0n 14 45 i
—000'05L 41 0528 410008 jouun] Jnssepun (2
0 0 {eamo w Apo) Joquitl 1 6524

000'00¢2 41 000'i$ 41 008 GAND U0 JOGILIG BAOLBS 20UD YoloN (1 (21-0t) qesu0) 14 624

}I0M UOITEWIGEYEY [BJ0UBE) PUE SOUBIESI0 YOG e1gnoq penbeyy jo Alojueau] jeutin . youre:g ABg 000 :| elgeL
WO/I0-+659M 1Y =

—



‘ONI ‘NOSTIM NONNVHS

00€'see’y

[ 4 v g— y
ut (h P __m._vh
KMPA.M..:
N enefaSi,
Vit

~2'& 000'050'4
¥

LY )
g’
o]

41 08¢

41 0g6$

41 008%

1 00v$
41 002$

41 0078
41 00v$
41 00¥$

SRU { $E/SEIE

"PEIoU S 303X “SMOPUW PEJNBILILI JIOY-01. UT XIBR GAY 6 OF POWINSSE YI0M Iy :3LON

yo
(oM 3oBA PESp) FemI00) U Sx0B] 64
5195 Jaqwp Guppaquie [[EM00) QIS0

41 000 Jonusuod pue (110008) .0E epun
(oM Yorg peep) emioo; LI HOB] ol
‘sjes Jaquey SuppeqLLe [[BAJ00) SjaUdLI0D

=1 000'S ongsuod pue (47000} .08 Insepuf

. J1699%2  SHOGYI0 PEZ]fEa0] LA BIIIS PUE Y90 BAOWSH

17} SHOGPIOO! LJiih BII9S PUE 00 AOLEY
NS B8O YIION
419 SYORRI0) LG BIDBS PR YOOI BADLISY
41682 SYOGPIOQ 4 B35 PUE ¥00I BAOLBY
29 SYOGPIO0 LI 8IN06S PR ¥00J BAOWSH

(.0v-.02) sadA Dupu iy 14 2611

(,ov) SSOD pue equn) 14 0008
6UON
(.05) ooy 14 6932

(op)¥pooy 14 22
(21)etenu0y 1492

(o¥)poy 14 9

(ov) o4 1d 662

{.02) %oy 1428
euoN

st

14

IO/ UOHENIGELEY [RI6USE) PUE BOLEIER|) YOBIS 8jgnog peJinbey jo Alojueau] juun) Yourlg ROADSIS g o|qeL

:t..u..w_r

WE/10-#E39-M

Al wi
A

syl

ar




Jewpug) / ¥6/50%

“JN1 'NOSTUA NONNVHS
"paioL e Jdaaxs “SOpU PEdnSIUIUN L0} LS HOBA BAY 8 0 POLINSSE 3HoM LY “ILON
000'€3L 1507 (810, pereLuns3
00000} qoweqNen
000529 Fans
000'82 1 00¥8 4102 Q8L J0 40 0¢ puB (I 008) 16U HORROY (47 02) 00U J0 sqEjs 85007 L
yourig noARSIS
000'021 410002 09 ANBIROYS PUB SHOMII0] YLUM BUIKI PUE [oels/sund enouley (47 09) Busu} jeeis/eiund enoqe fepo OB 02
000'08 1 ©s 41000 {71 000'¥) UM JoqpoY (1 006) ¥oou JoSqEIS 85007 6
n%o.mp "_._.mma 4105 SOOI PUE G1GI0NS Ly BUSEY PUE Jequi aAowsy (] 05) Sies Jequa pefeiouElep pUB PR 81
o
000’008 41 005'1$  J1002 SHOGIO0! PUE GRAIIOUS WM JURRJ PUB JOuI 8AOWRY (1 002) 5195 JBQU pelRIOUSiep PUB PEDEY  §1
000'02 1 028 £1000' {1 000" 1) Ieuu YooY yoou josqeisesooy vl

youe:g Aeg s009

uogueRy siejpaww; Buunbey sesly eiqeisun jo UoRelliqeyeY € 6jqeL.

INO/10-PE9-M

- w o W N W FRNETFTETEFFTENEERER




*ONI ‘NOSTIM NONNVHS . Jew/ yBSCKk

“pajou $8 1050%3 ‘SMOpUKA pajdnuajumn nou-0}. Ui OB SAlj 6q G} POwINSSE 3ok I “31ON

000'0.1'8 (qowep/gow g pewnsse) 100 [0 PelsIigsy
000°002 QW0
000°0L%°L [Elagng
v (000452 1 000 A14SL SHOMO! PUR S18J00S LiM BLI8) PUB S166 JOquL SAoUieH glessoquy Livs. ¥
X
¥ . Guypds pue s16S 1&iS pezj[eo]
000'0v9' J1 08S 10087 'SHOSIPI PUR GJRKIOUS LM GUIAI PUE 168 JOqg SAOLGH sessequel 410082 €F
000°8¥Y 41 0008 A8k "SHOQ}I0] PUE SIRITOUS LM BUNSI PUB S1ES JOGLUR SA0WSH siessoquil J18vF 6
your.g noApSIS
—000'808 41 000 J1808 "SOqH001 PUE SISIR0US LM BLIJSJ PUE S13S JoqUIg BrolieY seslequyl 11808 12
w . (ss1edeJ WS} oyS L parowar ] 05)
7T ( oooeys 41 00018 188 “SIOPII0] PUE GJAIOUS LRKA SULIRI PUB 595 JoquLY SADLIBY sieslquil 1848 8t
+ 000'ZLY 410008 ALy "GopI00) PUB SIRINOUS LRIM BUIBJ PUB $166 Joquig BrOLRY slessequil 1% Ll
(ssyedey wuey poys up pasowal 11 002)
000'556"t 100008 J1SSE'L  "SHOGHRQ! PUB GlAXOUS Y Sulia PUB §1as Jequi Aol siessoquat 1gsL  SH
yourlg Aeg s00D

HNO/I0-1630-M



"ONI ‘NOSTTIM NONNVHS

052118

000'00}

05Z'4 4L

052299 41 052$
000'y 41 0028
000’z 41 002$
000'02 a1 0028

1500 [Ej0), pafewgss

[FEoigng

41699

10

41001

31001

4001 GADLIGY

W90l arolisy

0! BAOLWOY

4904 GAOWSY

Jewal; ve/cEre

"Pelou & 1d30x8 *SHOpUI PaIARLGIIN JNOL-O}. LI YOBA B 60 0 PALINSSE SU0M I 31 ON

(24) %oy 16952 8
{1 0 oumsse) swby 01 pezyeoc L
(1 001, sumsse) sayBy yoo. pezyeoc 9
{1 001 swnsse) sy yoo: pezyesoy §

WEVLO-PE39-M

'll'l-..........ln.i.l._l

sjeuun, youelg noAnsig Jod sjuawesnbay soueiRalg - 4 6f8ld 'S ejqel




e T A o e TS e B e
ﬁ“lﬂd.!‘r;hhnirltl\

. Hnn.....__\._._.N w)....w..w.\u....:)..—u 7
e — e mx ms ws uy uF S5 W N W




1%Ll § 9 aar owoed UsexIq TS P eI Y
Burpouos g POMOEal 3

asaN -
2LIOCY Ios o A0 )0 2 uadn BRI RIRRD . At sy wReeuLITE] T OF AK| _0-y MO 0-5 Baial N0 g upode .y 0 Q-
HO-4 ONINIT HIGWIL  aF=wwe ol s sliagom |- &= (Ao DS 3B el Dt 40003 S TS o A SR T
. . PIORIO-10d w ¥ w & VPRI G PP JEOD DAL "33 - C1Rq 330M 0 PReeop N1 Y 5 I
VUNYLE NONWOD Husnhﬂu!nﬁg 3 < D@D Ak o g)-p PoHS 230 ERRG SOWK PED B[ ) T S U A 00 LT
A poompes - - il Poomga
HALOVd NHHILLNOS VL3 HOOTE FIFUOINOD — . Wl uin g dmglappapiy by Fior i
] o wADW g ey Pbeedannog Uy usoy
e o 3on & ou SopEd 10 SPIRE DRE0 O IVGE Eauy P SO B0 30N, (R VoL
- wanL R Bt oo A, U0 S 9] 0F 2NN PARADNI WO DT P PR &
w_ B Y 4. e 2afhe J0f DM TR FEUR OF FOUIPR ATORRO.D Uh SAN0 2 DY SRl 79} 08 1A © o
A S TIOR3 oY AN JO 105 sdosd “E3) DOE URLL 340U 9 $R3UN Jo TS A,
rp] LT OVl G MO UL T0% ) Posh o roys vonsod paland Jdoj (R sados
*a AL JO 3 4O NOLYICT WE, 20 P 00 ¥ WA, PUR Jroao Sl PALIG pAiv YUy oq AUSAA (Rnan, A 1 ¥
WAHOd TENNIL HANOHHL, NOLLIGS PO ) s TOTOLE o] ARG JA) D JOf UTA[| 7048 I 0] IR 20 T sl meds ¥
MG P PR KW P P A D “h* 5 061 7Y 9 .00 9.2 0N Sxs W tRipSE PO J6 U SREY S
9 o1 g1 7 CUp AN OPN CPUICOP BPOJE GExp -z - - L] 9 01 Z 0 dn PSS PP FRAI, U0 Usmntd [ Jo Wpi L
"} of o N W Sup U Of FRENT SPRG T oq n spraod ..uz...n.m._nnnn?jﬂﬂn...lo-ug- o
u..rslﬂ___-..._ !u_hd.uauu.ﬂhah— el o b 0 4w BZZ 53 O} PP 10 CaaD o AL 0ty WOl DORS (AT P TER RRDT
» P ([5--- Jpun T 1) - ; Ry IVANOG JO TW4 1Y Y OLZ NOU4 SIANND & Of dh SIAUND GNV SLEEN it
1y d < f g oy g NOIYATE TvH 20 NOIIDZS ATvH NO NOILDIS STWH
a e o - MBEL 0 P L 1 I IS _ﬁ\i T rEn®
- F - 4 e M —_
= ..on.ﬁuL.wm..E.n.- ..__4 . s S n i Sl | T ~ N .
- P Tl  ou IR - 5 <5 % aa Py k A2 ;
- —— = PALL, pD 0 ¥HAmL P 3 )
- ol yo— < w » L 9aR 95)
P
2g Ry AR ¢ | . . m_ m m
. & .w...nﬂ._aa =12 mm CEW X0 IO g . wm w.__
g : d £
fo




PLATE H

| F]'J.,a_g. 3 Plate VA" Cloasanes Draghos

EQUIPMENT DIAGRAM
FOR DOUBLE-STACK CONTAINER CARS
STANDARD

$204091 ADOPTED, 1991

e 10°' 8" -
10'0"

SRy —

~

- )
LIGHT CAR CONDITIONS I
CARS MAY 82 CONSTRUCTED TO AN EXTREME WIOTH
O 10°=8" AND TO THE OTHER LIMITS oF THIS DIA-
BRAM WHEN TRUCK CENTERS DD NOT EXCEED 48'-3*
AND WEN, WITH TMXK CENTERS OF 48°-3", THE
EWINSOUT AT ENDS OF CAR DOES NOT EXCEED THE
SWINGOUT AT CENTER OF CAR ON A 13° CURVE; A CAR
TO THESE DIMENSIONS IS DEFINED AS THE BASE CAR
WHEN TRUCK CENTERS EXCEED 48°-3=, CAR WIOTH
FOR ENTIRE CLEARANCE OUTLINE SHALL BE REDUCED
7D COMPENSATE FOR THE INCAEASED SWINGOUT AT
CENTER AND/OR ENDS OF CAR ON A I3° CLRVE S0 THAT
THE WIOTH OF THE CAR SHALL NOT PROJECT BEYOND
THE CENTER OF TRACK MORS THAN THE BASE CAR. i
TRUCK CENTERS, s £ =
AT CENTER OF CAH, ARE SHOWN ON PLATH C-I. N o ™o _N
MAXIMU CAR WIDTH AT LOCATIONS OTHER THAN o -
CENTGR OF ARE SHOWN ON PLATE D ¢ D 0O
FoR CONGITIONS QF LOADED <+ - — N
CAR, ADD OIMENSIONS OF CONTAINERS AMD INTER- -
80X CONNECTORS, WHERE USED, TO PLATFORM HEIGHT
OF EMPTY CAR. WHERE PLATFORM HEIGHT OF RAIL CAR
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NOTE:
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et |0|8" o
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EPECIFIC CLEAMANCE HAS BESN OaTAlmven
FROM THZ HANDLING LINES,

The 2 /4 above lop of rall Is absotute minlmum undar any and all condi-
tions of lading, oparation, and maintenanca
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JOHNSON John R

From: SHANKLE Richard A

Sent: Tuesday, January 09, 2007 9 22 AM
To: JOHNSON John R

Subject: CORP tunnel #15, Canary
Attachments: corp tunnel 15 canary pdf

John here 1s a copy of my inspection report on tunnel #15 at Canary | talked with Duke Rodley, the track inspector on the
Coos Bay line, and he informed me that there was a problem with tunnel #18, that a side wall was bulging and he was on
his way to the tunnel to make sure a tran would clear the bulge Tunnel #18 1s at MP 734 6 and it 1s 1,554 feet long It has
700 feet of steel supports covered with gunite, 800 feet of imber, and 54 feet of concrete

There are 9 tunnels on the Coos Bay line, #13 through #21 Duke informed me that only 2 or 3 of these tunnels have been
upgraded, or rebult, in the last 20 years

o

corp tunnel 15
canary pdf (19 ..



CENTRAL OREGON & PACIFIC RAITROAD, INC.
333 S E Mosher Ave * PO Box 1083 * Roscburg, OR * 97470 ¢ 541-957-5966 * Fax 541-957-0686

August 3, 2005

Mike Gaul

Port of Coos Bay

125 Central Avenue

Suite 300

Coos Bay, Oregon 97420-0311

Dear Mike,

Enclosed please find the information you have requested regarding improvement of the
Coos Bay Tunnels to enable handling of Plate H double stack containers

Clearance work for the Coos Bay Tunnels is fairly well spread out over all of the funnels,
and includes undercutting, concrete liner notching and timber replacement with
shotecrete and rock bolts Double stack clearances will require some work in all of the
tunnels, however crown mining and/or undercutting will be required only in Tunnels 13,
16 and 21 on the Coos Bay Branch

I have enclosed a copy of a study done in 1994, by Shannon Wilson, a review of the
Tunnel conditions by Milbor-Pita in May of 2004 and the most recent estimate of costs
from $1,966,400 to $2,416,400 by Milbor-Pita.

As you are aware, cost for materials changes constantly and these estimates are subject to
change We can do a more in-depth study and firm up these costs once a decision is made
to pursue this fusther.

Hope this is what you need.

incerely

Dan Lovelady
General Manager

=

A RailAmerica Company



a5/87/2084 99:38 4254882668 MILBOR FAbE Bl

CIATES, INC.

Milbor-Pita
— &

May 5, 2004 DRAFT ~ Subject to Review
Ceniral Oregon & Pacific Ra{lroad

333 8.E. Mosher

P.O. Box 1083

Roscbutg, Oregon 97470

Attn: T Underwood — Meanager of Track Maintenance
Marc Bader — Chief Engineer

Re:  Coos Bay Braneh Tunnel Inspection

Jim Underwood and I inspected most of the ttmnels on the Coos Bay Branch on May 4,
2004 in order to estimate immediate liner meintenance requirements, in cffect updating
the March 1994 evaluation performed by Gerry Millar for Montena Rail Link/Southern
Pacific Railroad. The tunmels on both oocasions were subject to 2 cursory drive-through
inspection because of the limitations of acoess by hy-rail SUV and minimal track time,
however even this limited investigation allowed us to identify sections of several of the
turmels that are in need of structural repairs in the near fiture, and one extremely serious
section that in our opinion could suffer a tunnel-closing collapse at any time. These

_problems areas are discussed below, starting with the most serious to the least serious
sections,

Tunnel 15 MP 720 2143 feet

Four hundred feet (+/-) of the north end of the tunnel just in from the concrete portal
steuoture are snpported with highly deteriorated timber sets placed on a spacing of 1 to 2
feet, in an area of heavy secpage. In many cases the timber sets have racked and/or
pushed inward, and the face-to-face contucts of the timber segments are almost
completely crushed. In our opinion these timber sets have almost no support capacity
und are in a zone of heavy ground, i.e. hence the very close spacing of the sets. Heavy
ground, likely soil and/or very weethered bedrock, corabined with heavy scepage in an
arca supported with deteriorated timber supports i3 a recipe for a major collapse that will
close the tunnel for weeks if not longer.

The staged removal of the timber supports and the re-lining with shoterete and rock bols

is not an option in this section because of the unstable pature of the ground and the heavy

seepage. The ouly viable live-track repair in our opinion is the coustruction of an ovetlay

liner consisting of steel seta/channe] Iagging backfilled with concrete placed directly over

the detcriorated timber stpports. In effact, the stee] sets/chanmel lagging are used as form
Gootechnien] and Tunnel Consuitants

17270 Woadinvitle-Rodmond Rd NE. Sults 703 wvrw, mihor=pits cam Phone (425) 486-6561
Woodinviile, WA 96072 Pago 1 Pox (425) 4882660
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work. for the new liner and provide considerable structural reinforcement to the liner,
The overlay liner is seated on a new footing wall placed just inboard of the existing
footings to the timber supports. This new liner will reduce the lateral clearances from 17
feet total width to 15 feet, and the ATR clearance from 21 feet to 20 feet.

We have designed this type of remedial hining several times in the past 5 years, and one is
currently beiog installed under similar conditions in 2 BNSF tunne] in Wyoming during
deily 4-hour work windows. The estimated cost for the latter job is $2000 per tunne]
foot, A similar bid for Tunnel 15 would place the contractor cost at about $800,000.

Tunnel 13  MP 681 2487 feet

A 200-foot-long section, and several 20-foot-long sections, of very wet, deteriorated
timber sets occur near the middle of the tunnel, and fortunately the ground in back of the
supports is blocky to massive bedrock. The latter condition allows for the staged removal
of the timber sets and re-lining with shotcrete and rock bolts. This work can be
performed efficlently in 6-hour windows at a cost of about $1000 per tunnel foot.

A 150-foot section of close-spaoed steel sets at the south end of the tunnel are lagged
with severely deteriorated wood planks that allow rock blocks to punch through and fall
on the track. Voids in back of the planks are observed to be several feet high. The steel
sets should be lagged with steel channel (C6-8.2 or C3-4.1) as an immediate re-support,
and eventually the voids backfllled with lean concrete or expansive grout. The estimated
coat for placing the stee] channel is $125,000, and $100,000 for the later grouting of the
voids.

Tunnel20 MP 750 870 feet

'The gunited 200 feet at the south end of the tannel should have an additional 2 to 3-mch
layer of fiber reinforoed shoterete placed above the springline because seepage forces are
scaling the 1-inch gunite leyer and the underlyingl to 3-inch rock layer. This condition
does not lead to tunne] closure but does represent a safoty hazard to waintenance and to &
lesser extent on-board traln crews working in the formel. The cost of this repair is about
$100,000, assuming a $700 per cubic yerd shotorste cost and an allowance for
mob/demob, with the latter amortized over similar work in Tunmnels 18 and 19 (scec
below).

Twonel 19  MP 745 4184 feet

Tunnel 18 MP 734 1552 feet

In both tunnels the last SO feet at the south end requires 3 inch layer of fiber reinforced
shotorete, in Tuunel 18 after removing the timber sets Furthermore, isolated short areas
of Tunmel 19 require an additional 2 inches of shotcrete over the unreinforced gunite,
specifically in areas where the latter hag peeled off due to moisture, not structurel, forces.
The estimated 200 total feet require about 100 cubic yards of shotcrete, for an estimsted
cost of $100,000 includmg the partial mob/demob cost noted above.

Please call Gerry Millar (425.486.6561) to disouss these issues.

Gentechnioal and Tunnel Consultants
17270 Woodinville-Redmoné Rd NE Suie 703 www.ojlhor-miygom Phono (425) 486-6561
Woodinville, WA 98072 Pope 2 Fax {475) 488-2660
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Milbor-Pita & Associates

Gerry Millar
Manager of Rail & Tunnel Services

Geotechnieal und Yunne! Consultants
17270 Wogdinvllte-Rodmend Rd. NIE, Suite 703 www. milhor-bj(psom Phone (423) 486-6561
Woodinville, WA 98072 Pagel Fax (425)4B8-2660



CENTRAL OREGON & PAcCIFIC RAILROAD, INC.

333 S E Mosher « PO. Box 1083 *Roseburg, OR » 97470 » 541.957.5966 « Fax 541-957-0686

April 4, 2002

Mr Ed Immel

State Rail Planner — Rail Division
Oregon Department of Transportation
555 13" Street NE

Salem, OR 97310-1333

Dear Mr Immel

The Central Oregon & Pacific Railroad respectfully submts our application for
grant funds authorized under Senate Bill 753 for track rehabilitation on the Coos Bay
Line between MP 719 (Canary) and MP 768 (North Bend) in the amount of $660,000
Attached 1s a spreadsheet outlming the various costs associated with the project

You will note that our project includes the commitment of an additional $598,610
by the CORP. a commitment that clearly exhibits a plan to insure the long-term viability
of the entire ine  The 49 mules between Canary and North Bend is one of the most
critical areas of need, where nearly half of the track 15 rated as Class 1 Furthermore,
during a recent FRA track inspection, CORP was cited for 4 violations and 30 defects on
this 49-mile section All of the violations and most of the defects were related-to tie |
condition and surface Remedal action will require more resources directed away from
our main freight corridors on the Siskiyou Line to the Coos Bay Line, or reducing more
of the track from Class 2 to Class 1, and in some cases Class 1 to Excepted

Due to reduced train speeds, 1t is currently taking two 12-hour crew shifts to make
the round trip between Eugene and Hauser Any further reduction in track speed will
require a third crew to complete the round trip, an expense CORP can ill afford The
rehabiiitation of the section between Canary and North Bend would be the first of what
we hope would be three phases of improvements on the Coos Bay Line, depending upon
the amount of future funding sources

The Coos Bay Line handled 5,958 revenue carloads in 2001, and our 2002 plan 1s
for 6,268 carloads With a carload density of 45 8 carloads per mile 1n 2001, the 130-
mile Coos Bay Line is marginal, and past traffic levels and the lack of outside funding
have prevented the CORP from investing in any substantial capital improvements on the
hne
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However, many of our customers have made capital investments 1n their facilities
recently Roseburg Forest Products, at Coquille, invested $3 5 million in their plywood
mill; Georgia Pacific, at Coos Bay, added a track at a cost of $1 5 mullion in order to
move woodchips by rail; and Roseburg Forest Products put in another $0 5 million at 1ts
export chip facility at Cordes Additionally, we have a new customer, Westwood Lumber
at Franz, who will be building a new spur track into his facility and shipping via rail
soon We are also excited about the American Bridge Company, which has announced
the location for its new plant on Bolon Island We anticipate new inbound traffic during
the plant’s construction, and expect a substantial amount of rail traffic in future years
once the plant goes on stream

As you know, the Coos Bay Bridge is also scheduled for a $6 8 million
rehabilitation project of its own, and CORP’s proposed line improvement is essential to
msure the bridge money is a worthwhile endeavor If our track to the bridge cannot
handle railcar traffic safety and efficiently, then there is no need for a bridge
rehabilitation project

Needless to say, Oregon’s highways in southwestern Oregon are precanous at
best, and considering the heavy tourist traffic and present truck traffic, more trucks on
these roads would be, as you know, a great cause for concern, and place a heavy burden
on road infrastructure costs

We only see great potential for growth in rail in the years ahead This project 1s
the first of three critical phases of rehabilitation that is needed to insure rail service 1s
preserved to the Port of Coos Bay, and to many of the industnes that made investments in
their own facilities But most importantly, it is critical to the economy of the Bay Area,
as well as to the many small rural communities located along the Coos Bay Line. |

Once our application for the infrastructure funds of $600,000 1s approved, we will
set a timeline to begin the rehabilitation project and take the necessary steps to secure the
CORP portion of the project We anticipate starting the project in late summer or early
fall

Thank you for your consideration We look forward to your positive reply very

s00n
Sincerely,
Dan Lovelady
General Manager
Attachment

cc. Charlie McLean, VP-Pacific Region, RailAmenca
Scott Linn, Vice President-Engineering, RailAmerica



Central Oregon & Pacific Railroad

Short Line Infrastructure Funding Request

|

|

Project - Line Rehabilitation MP 719 to MP 768 - Coos Bay Line

Oregon Short Line Infrastructure Funds

[Ties 20,000 $ 2200($ 440,000.00
Ballast 20,000 cu. Yards 8 $ 160,000.00
Total $, 600,000.00
Central Oregon & PacHic Railroad Contribution
Tie Installation 20,000 14 00 pertie| $ 280,000.00
Surfacmng 44 miles S0perfoot | $ 116,160.00
Tie Distnbution 20,000 100pertie [§ 20,000 00
OTM(Spikes/Plates $ 80,000 00
Crossings & Swilches $ 102,450 00
Total $ 598,610.00

[Total Cost of Project

$ 1,198,610.00

04/04/2002




CENTRAL OREGON & PACIFIC RAILROAD, INC.

333 SE Mosher » PO, Box 1083 *Roseburg, OR * 97470 » 541.957-5966 ¢ Fax 541-957-0686

H ECEIVE
FEB 19 2003
2/07/03 RAIL DIVISION
Mr Ed Immel

State Rail Planner

Oregon Department of Transportation

555 13* Street NE, Suite 3

Salem, Oregon 97301-4179

Dear Mr. Immel:

The Central Oregon and Pacific Railroad is submitting our application for grant funds
authorized under Senate Bill 753 for the year 2003 if funds are appropriated

Our application in 2002 was for $600,000 to install 20,000 ties and 20,000 cu yards of
ballast on the Coos Bay Line between Canary and North Bend (44 Miles) We were
granted % or $300,000 so we were forced to cut our project in half to (10,000 ties and
10,000 cu. yards of ballast) to rehab the line between Reedsport (mp 740) and Canary
(mp 721 3) If we are granted our 2003 request we will complete the original project from
Reedsport (mp 740) to North Bend (765) and also rehabilitate between MP 670 and MP
674 The project would cover an area of 29 miles.

The project cost for ties and ballast is $418,000 as outlined on the recap sheet attached.
The Central Oregon and Pacific Railroad would match the $418,000 with our own funds
for OTM (plates and spikes), tie installation, surfacing and work train material
distribution We believe this clearly demonstrates our commitment to the long-term
operation of the Coos Bay Line.

As explained in our application last year, this track rehabilitation compliments the $6 8
million rehabilitation of the Coos Bay Bridge and capital improvements made by many of
the rail shippers on the Coos Bay Line. The traffic on the Coos Bay Line continues to
grow on a yearly basis. In 2001 the Central Oregon and Pacific handled 5,958 revenue
loads, 8324 revenue loads in 2002 and we are projecting for 11,922 revenue loads in

2003 Although the carload density per mile has finally grown beyond marginal on the
Coos Bay Line, revenues are stiil not enough to make up for years of deferred
maintenance because of low traffic volumes. The opportunity to improve the track
canditions with grant funds increases our ability to improve service, reduce derailments
and reduce our operating speeds thereby reducing expenses

A RaulTex Company



Due to the increased railcar traffic volumes we are currently discussing the addition of a
second local switch crew at Coos Bay to provide double switches for both Georgia
Pacific and Weyerhaueser and to make the run to Roseburg Forest Products in Coquille
daily In addition, we are considering increasing our operating from Coos Bay to Eugene
daily instead of the current 3 days per week we now operate.

The State Coastal Highways are very precarious and congested in tourism months The
rail service the Central Oregon provides to numerous rural communities from Eugene to
Coquille keeps approximately 30,000 trucks off the highways reducing the demand for
highway capacity expansion and increasing public safety Having rail service atlows our
rail shippers in these rural communities to be competitive regionally and nationally. With
rail access to the Port of Coos Bay, we also provide Oregon manufactures the ability to
compete internationally

We continue to project rail traffic growth for the Central Oregon and Pacific Railroad and
in particular our Coos Bay Branch This project will continue our track rehabilitation
plans on the Coos Bay Branch that will insure rail service that is so critical to the
economy of the Bay Area and the many rural communities along the line remains for
many years to come

Thank you for your consideration We have our fingers crossed that SB 753 will get
funded and you will grant our application request 1n full.

Sincerely,

S

Dan Lovelady
General Manager
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ConnectQOregon Application for
Track Improvements Project




Central Oregon & Pacific Railroad (CORP) ConmectOregon Application
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ConnectOregon Application



0 bgdmﬂnmmﬂnym
- : Useth
PART A- Project Summary and Certification: Use is form or a replica. Prnt and sign onet:l?lml

. APPLICANT fext et the end as necessary identifi
1.AP comesponding question number.
ORGANIZATION NAME PRIMARY CONTACT PERSON AND TITLE
Central Oregon & Pacific Raltroad, Inc. Steve Hefley
(541) 957-2512
FAX
Roseburg. OR 97470 (641) 957-0888
2. CO-APPLICANT
TION NAME PRIMARY CONTACT PERBON AND TITLE
i -
. BTATE AND ZP GODE FAX
3. PROJECT NAME AND LOCATION

&. COST SUMMARY* .
=) CannoctOragon Gret Amourd ontios blank - they wil il in
b) ConneciOregon Loan Amount automatically when Part C.4
¢) Subtotal CannectOregon Funds of application is completed.
d) Match Amount
€) Other Fund Amount
1) Project Total

6. CERTIFICATION

| certify that__Central Oregon & Paclfic Railroad, Inc. {applicant organzation) supports the proposed project,
has the legal authority to pledge matching funds, and has the lagal authonty to apply for ConnectOregon funds | further
cerbfy that matching funds are available or will be avallable for the proposed project. | understand that all State rules for
contracting, auditng, underwnbting (whese apphcable) and payment will apply to this profect

360l __Stue Helley

HUN'I'? NAME
T COAPPLIGANT GIGNATURE DATE 4 PRINTED NANE 1

T31-0500(11.05)



ConnectOregon Program
Application

PART C - Project ription
3. PROJECT DESCR| AND PURPOSBE: Summariza the project's descripton and purpose. Provide maps in 8 1/2 "X 11* format
&3 hard copy only.
This project provides alless expensive transportation altemative for tha Oregon forest products ndustry, while reducing
tha growth of heavy tfruck tnps on Oregon roads and highways Preserving and rehabibtating the Central Oregon &

RP} mam Enes, and making them more efiient, will provide beiter track which can operate at ugher

The quantifiable benefits of this project are desived from determining the increased efficlencies that these track
improvements will bnngto the railroad. These track improvements wall upgrade the overall condition of the track which
will allow for tugher trawn speeds while reducing slow orders. By increasing speeds and eliminating siow orders, trains
maove more quickly, and|service is accomplished in a more imely fashion. Presently, cars spend on the average & 87
days betwesn mbound gnd outbound mterchanges These improvements wili reduce that time by up to one day. This

one day reduchons Is equivalent o a 17 % increase In the entire system capacily from 55,000 carloads per year to
64,000 per year.
Increasing the rail caripad capactty provides Oregon forest producis shippers a leas expensive lower cost transportation

ophon, whila avoiding agdmonal truck tnps  This has advantaga of lowering emissions, reducing highway congestion,
and decreasing fuel consumpton

(continued on Addendumn Page 8)




4. ConnectOregon (CO) Project Budget

Isount:OFFuuns:ﬁa_anuenwhnumuﬂumumf budget in terms of loa
ot oot otor fun. monays compnaing your project budget in terma of grants, loans,

c. Required Match (GT?lmmﬁ%o%o;
d Other Leveraged Funds (2)
8. Other Leveraged Funds (2}
Other Non-Leveraged Funds (Descnbe)

9.0Other Non-Leveraged Funds {Describe)

TOTAL®

AMOUNT

~ PERCENT OF TOTAL DATE AVAILABLE

|w‘&@§

{11 Piease deacribe the souTce nd tming of the 20%

maich shown above If

LI EI
[ &

The 40 6% métch will be provided by Central Oregon & Pacific capital expenditures on track upgrades in the amount of $5,025,812 In FY

2] your project leversges ather funds beyond the Canneoforegan grants, Ioane end malch required for your project, pieass describe the
source, tming and basis for valuing the other funds. Leveraged funds muel ba shown In 1(d) and 1 () above.

USES OF FUNDS: Please identfy the proposed uses and amount of moneys comprising the project budged.

Matenals and Supplies
Capital Outlay (Land)
Capital Outley (Buiidings)

TOTAL*

EAVAI—LABTE |

e [ | ]
lw | I i
I I |

I I il

I I ]

L I |

| | |

I I i

I I ]

I | |

e T e rbard

*Totals for Sources of Funds and Uses of Funds must be equal. 3



5. REAL ESTATE

EXACT ADDRESS OR LEGAL DESCRIPTION:

usp7o|=zmvomsoavmucmr(s)? I YES [JNO rtmmmue l““ |
b. IS PROPERTY TO BE PURCHASED? OYes [ No rummm BATE

. 18 PROPERTY TO BE LEABED? [JYes B No

d. DOES THE PROJECT INCLUDE
EASEMENTS OR DONATEDPROPERTY? [JYES [X] NO

Provide any additional detalls here:
Track improvements will ba on existing rafiroad right of way

PART D - Project Considerations
NOTE. The independant review consultan! who will evaiuate the project may consider other published or publicly avakable information

when conduchng fiva review
6. TRANSPORTATION COST REDUCTION: Describe how tha project reduces fransportation costs for Oregon
businesses

Thig project will reduce transportation costs for Oregon forest products industries by providing and maintalning a lass
expensive transportation altemative Lower rall rates vs, truck will result in a savings of up to $17,000,000 per year,

This mvestment wil make these Oregon industnes more competitive aganst other forest products businesses throughout
the United States.

The exdsting track condition and track speeds CORP can only hamper future intermodal connectivity as the demand for
ralicars grows. If the line cannot support an influx of additional rail cars to service increased future demand, the number of

opportunities to increase industry output by shipping via rail 8 dimmished.

7. MODAL CONNECTIVITY: Describe how the project benefits or connects two or more modes of transportation.

Ttus project will provide an aliernative to truck transportation for Oregon buanesses by making the CORP more efficient,
and capable of handling more carloads of traffic.

The avoided truck trips will result in reduced highway congestion from fruck in the Roseburg area. The avoidance of up
to 63,000 annual truck trips will result in avoiding an increase in the truck Average Annual Daily Traffic (AADT) of up to

4%,
The applicant proposes to quantify the impraved connectivity by showing the increase in forest products carloads.




—— —— ——— e m—— e ——

8. STATEWIDE OR REGIONAL TRANSPORTATION LINK: Describe how the project creates a critical ink in a statewide
or reglonal system

This project will co Oregon businessas to the nabonal rall sysiem, malang tham more competitive. Using rail
reduces congestion on the highway system while lowering fransporiation costs for the businesses The reduced
eogoasﬂonwllbe by avoiding up to 83,000 additional annual truck trips on |-6 by increasing rail caricads up to
5,000 per year.

;ha:mapplcu:npm to quantdy the improvements i tenms of additional carloads of forest products caned and job
a i

9. COST BORNE BY ARPLICANT(S): valdeheamwz;d%bymdlﬂ\emhdmlm.or provide a mateh beyond

8 figviged by CEntral Orégon & Pacfic caprial expenditiures o track pGrades in tha amount g1
nd the abildy of the applicant to finance with outslde sources due. to the low rete of retum ¢

40. PERMANENT AND CONSTRUCTION JOBS CREATION/RETENTION: Describe how the project creates and retans
permanent and constru Jobs in Oregon

Job estimates are denved from a previous study conducted on the impact of a CORP Winchester Rall Yard construction
preantege of the carload growth of that project.

* Thage will ba primarily limsted to a track construction firm, and are assumed to be cut of Stats  This
would total about 26 jobs, and these would be for the duration of the project, or about 12 months.
Other Direct Jobs, Not Including Cdnstruction: This project will provide mfrastructure that could result in the creation of an
averags of up io 571 raroad and forest products indusiry jobs per year in the Southwest Oregon Region.
As a result of this proje¢t improvement, raliroad employment Is could to grow from 121 jobs to 137 jobs. This employment
bﬁeemandedapacﬂypmdadbyﬂ‘eprojectandvdnndmkephcemmme

(continued Addendum Rs

11, ANTICIPATED CONSTRUCTION START DATE OR EQUIVALENT: 1 January 2008

12. ANTICIPATED PRQUECT COMPLETION DATE: |31 December 2007




13, CONSTRUCTION READINESS: Provide a prolect timeline and describe where the project Is on thia fimeline In relation
to planning, design and penmitiing Issues.

The project requires no rezoning, land use parmits, or environmentsl approvals

/

14. PROJECT OPERATIONS: How will the ongoing maintenance, opsration and replacement of the project be financed?

The maintenance operation and replacement of the project will be financed by the Central Oregon & Pacfic Raitroad
expenditure program  Those funds will be provided by the addrhonal revenue received as a result of this project.

15. OTHER CONSIDERATIONS AND INFORMATION : Descnbe any other considerations and Information you would fike
takan into account about the project.

The project uses the efficiencies of rail to reduce emissions and fuel consumption vs. truck. This will result n avaidng
enuasions, and savings of 1 million gaflons pes year in diasel fuel consumption.




PART E - Supporting Materiais: Provide a iist here of suppoiting materiats that will be provided es part of your
hard copy submission.

The following addiional materiais are provided in the hard copy application:

Attachment A CORP Track Improvement Public Benefit Bnef

Attachment B, Economic & Social Benefit of Diverting Truck Traffic with CORP Yard improvements
Attachment C: CORP Track Project List Spreadsheets

Attachment D: CORP Track improvement Public Benefit Spraadeheets




ADDENDUM PAGE 8: Attach additional text here as necessary, identifying the coresponding appiication question number
you are complefing.

PART C - 3: PURPOSE

Aside fobm reducing rall traffic congestion and shipping costs, the project will also foster banefits for the community of
Roseburg Faster trains spend less time blocking grade crossings. This has the impact of reducing traffic congestion in
caniral Roseburg, mm emergancy vehicle response times, improving air quality, and reducing fuel consumption In
the commursly ,

The CORP Is compnsed of ap ely 439 miles of mainiine These improvementa would conaist of providing heavier
rall, replacing tes, replacing tumouts, bndge & fufihel iMprovements, surfacing and smoothing the roadbed, and
prowding for signal improvements. The major components of this upgrade program are as follows:

- Relay 79,080 LF of curve worn raul on varioua curves on the Rossburg, Siskiyou, and Coos Bay Subdivisions.
- Relay 141,122 LF of B0# jointed rail with 112# or larger Continuous Welded Rail on the Roseburg Sub.
- Replace 85,358 defective cross ties

- Surface 111 miles of tragk

- Rensw Old Hwy 99 crossing at MP 557.3

- Replace 249 switch ties!at various locations

- Replace 5§ tumouts at Dillard Yard

= Make repairs on various bndges based on the annual bridge inspection

- Elminate remaining pole (ine and replace with eleciracode

= Grind 83.84 Pass miles beiween MP 403 16 - 487

- Réprair tunnsleing:in unngle, 13, 15,"aMY 20 th thie C66s.Bay Subdivislor®

- Eliminate 350 joints in welded rall

Ths CORP will campiete the following projects in FY 2008 as the match for the funds:

- Relay 79,080 LF of curve wom rail on various curves on the Roseburyg, Sisidyou, and Coos Bay Subdivisions.
- Relay 62,0832 LF of 80# jomted rail with 136# Continuous Walded Rall on the Rossburg Sub.

= Replace 35,358 defoctive cross ties

= Surface 80 miles of track

- Renew Old Hwy 99 crossing at MP 557 3

- Replace 249 swiich bes at various locations

- Replace 5 tunouts at Dillard Yard

- Make repams on vanous bndges based on the annual bridge inspection

- Elminate pole ine and replace with eleciracode

The following are the projects proposed for the ConnectOregon grant fundggn order of priorityy

- Replace 50,000 defectrye cross hes

- Surface 31 miles of track

- Repsalr. tunnél khig.in thnriels,13;.15, and 20 on the Coos Bay Subdivisidh

- Relay 79,000 LF of 90# jointed rad with 112# or larger Continuous Welded Rail on the Roseburg Sub.
- Make repairs on various brxiges based on the annual bndge inspection

- Elyninate remalning active pole line and replace with eleciracode

- Grind 83 84 Pass miles betwean MP 403.16 - 487

- Eliminate 350 joints in welded rail

gbova imp

[y
e B e
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all ofithe

ements using ConnectOregon would contribute to the higher trains speeds
GESEBed Y




ADDENDUM PAGE 8: Attach additional taxt here as necessary, identifying the comespontling application question number
you are completing.

PART D - 10: PERMANENT AND CONSTRUCTION JOBS CREATION/RETENTION.

Our analysis indicates that with added rail capacity, employment In the forest products industry could expand by 550 jobs
over the 20 year period following completion of the proposed project. Forest products jobs created are esfimated at
$42,408 per year based on compute; modeling estimates. These wages are above the State average and all direct jobs

are expected to be family wage jobs.

We believe that the Medford-White Clty arees and the North Spit area of the Port of Coos Bay present the greatest
potential for atiracting new industnes end family wage jobs o the CORP. Since 2002, the following new industrnes have

logated on CORP:

Company Jobs Year
Louislana-Pacific (Panel Products), Rogue River 40 2002
Wesiwood, Reedsport a0 2004
McGovemn Metals, Roseburg 6 2004
HFP Transloading, Grants Pass 4 2004
American Bridge, Reedsport 120 2004
Goshen Reload, Goshen 4 20058
Southport Lumber, North Bend - 70 2006
South Coast Lumber, Meriin 2 2005
Amy's Kitchen, Ceniral Point 200 2008
Wiliams' Bakery, Springfiaid 275 2008
Total New Customer Jobs 751

Without the additional snprovements offered by the track projects, this pace of industrial development may lessen as
customers seeking rail servica ane forced to consider rairoads in other geographic areas as an aitematve to the
operational capacty constramed CORP,

Indirect and Induced-Jobs: In addition to the direct jobs described above, we estimate that the project could create an
addtional 1,623 indirect and Induced jobs per year over the 22 year period including construction and operafion of the

mmprovements.




ADDENDUM PAGE 10:
number you are compietin

addibonal taxt here as necessary, wenlifying the corresponding application question
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ADDENDUM PAGE 12: Attach edditional text here as nacessary, identifying the comesponding applicabon quesfion
humber you are completing.
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Attachment
A

CORP Track Improvement Public
Benefit Brief




Public Benefit
Central Oregon & Pacific Railroad Track

Improvements

Avoided Social Costs from Additional Truck Trips *
(Congestion, air pollution, noise, and accident):

o Total $8,600,000
o Net Present Valve (7% Gov't discount Rate): $4,200,000

Reduced Traffic Congestion:
o Avoids Up To 63,000 Ammual Trock Trips
o Reduces Truck Average Annual Daily Traffic (AADT) in Roseburg area
by up to 4%

Rexduced Emissions:
o Decreased NOx emissions by 35 tons in 2012

Reduced Fuel Consumption
o Decrcased Fuel Consumption by up to 1 Million Gallons Anmually by
2015

Reduced Costs to Shippers
o Reduces transportation and logistics costs by up to $17,000,000 per year
for Oregon forest products industries.



Attachment
B:

Economic & Social Benefit of
Diverting Truck Traffic with CORP
Yard Improvements



Economic & Social Benefit

of
Diverting Truck Traffic
with

Central Oregon and Pacific Railroad
Track Improvements



. Track improvements

Public Benefit from Marginal Cost Avoidance of Additional
Truck Trips

The public beuefit of the proposed CORP track improvements is based on avoidance of
marginal highway costs. These costs are from the fmpact of each additional truck upon
Oregon freeways (I-5). As Oregon recovers most costs associated with additional
pavement damage, the costs evaluated are the social costs including congestion, air
pollution, noise, and accidents.

The 2005 baso yesr carjoad traffic was over 52,000 carloads. Existing maximum
mainline capacity is approximately 55,000 carloads per year. The proposed track
improvements yard would increase that capacity to approximately 64,000 carloads per
year.

Each carload generates the equivalent of 3.5 boaded truck trips.  Since tumber (the
major commodity moved by CORF) uses unigue equipment, the possibility of a backhaul
is nil, and this empty backhaul is also attributed to a carload for another 3.5 trips.

The marginal costs are cakulsted by multiplying 2 cost factor per mile for each truck
trip, based on truck weight, and urban/raral freoway designation. The lighter weights
were used to calculaté the empty backhaul. " The diverted truck traffic would use a mix of
I-5 northbound or southbound, The total truck trips were evenly split between
northbound and sonthbound. The calculations are on the spreadsheets associated with

this study.

‘The results are calculated with a carload growth rate of 5% and a Government discount
ratc of 7%. This gives a net present value of the public benefits from avoided marginal
costs of $4,200,000.



/ inal culations
meZOO#JFHWAupdatebthelmmghwayCostAlbmionSmdy.

Table 13. 2000 Pavement, Congestion, Crash, Air Pollution, and Noise

posts for Illustratlvo Vehicies Under Speclﬂc Conditions

. AvaRuble d=a do not ellow differences in sir poliution coste For heavy truck clsses 1o by d

-~ The additjonal truck trip from the Roseburg area will be 100 miles to the closest rail
transload fapility. The majority of this mileage is ¢lassified as rural. Baseline
calculation fbr the study will be 3.5 truckloads per carioad, plus the backhaul, Loaded
tmcksareernsiduedSOkandtbeemptyatSOk.

Costs per tile excluding pavement damage are $0.0715 per mile for rural 80k truck
(toad), and §0.0678 per mile for rural 60k truck (empty). Each truck trip at 100 miles
cach way agcounts for $13.93. Therefore, each carioad saves 3.5 x $13.93 or $48.75

within the State of Oregon.

ing 5% freight rail traffic growth, total social costs avoided from 2008 through
2027 are $8,600,000. Total social costs considering 7% amual discount rate are
$4,200,000




Additional Truck Trips Avoided

The track improvements would avoid additional truck trips associated with the shift
from rail to truck, Many of the frips would move to another railroad transload facility,
while others would be entirely truck and cross the state line. The estimates used in this
study were conservative in that they limited the additional truck trips to 100 miles from
the area of Roseburg. Trips were ovenly split between northbound and southbound on I-
§ in the vicinity of Roseburg. This assimption gives the most conservative estimate for
trock traffic impacts.

Theyudmnmaddmmmm&bsmldbyappmdnmlyﬁ,mby
2015. Moﬁofﬂwseu-uckmpswwldmeasetheAvuageAnnualelyTnﬁc
(AADT) in the area of Roseburg. Truck increase is 2% northbound in 2024, and 4%
southbound in 2018,

Reduced Emissions

New requirements for improved diesel emissions technologies will reduce emissions
for both truck and rail Butevenwithtlmeimpmvmlls.milhualowuedmof
. emission per ton-mile. Fiir NOx, the estimated reduction in emissions for the year 2012
auremltofavondedtmcktnpsis#gmmswﬁonmib. Based upon a count of
lGSOODton-milu.theredwhonammlsbﬁhnsofNOmeOﬂ

Reduced Fuel Consumption

Diesel engine design has resulted decreased fuel consumption for. both truck and
locomotive engines. But using existing fiel consumption rates, the yard could reduce
increased fuel consumption due to additional truck trips by up to 1 million gallous per
year by 2015.

Lower Shipping costs.

Using the LA Basin as a major consumption market for forest products, analysis shows
a transportation rate differential of $1900 per carload for truck vsrail. This estimate is
conservative in that many shipments have an even bonger length of haul. The additional
logistics costs which could be borne by the forest products industry would be in up to
$17,000,000 per year.



Attachment
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CORP Track Project List Spreadsheet



CORP Connect Oregon Plan

Program Description Cost Commants
Curve Rail | Relay 79,060 LF of curve worn rall on various curves an the Roseburg, Sisklyou,
CORP | “(inft.) lond Coos Bay Subdwvisions, $3,390,000
JOOF Rall (In.|Relay 141,122 LF of 90# jointed rall with 112# or larger Continuous Welded Rall
CORP f)  |onthe Roseburg Sub. $872,686
CORP |Ties (each) _un.sn 85,358 defective cross ties $5,093,985
Surfacing
CORP (miles) Jm__-__!u 111 mlles of track $797,190
CORP Qﬂuﬁ [Renew Okl Hwy 99 crossing st MP 557.3 $50,209
Switch
CORP Ties(bdft) Reptace 249 switch ties at various locations $43,226
CORP-| Tumouts [Replace 5tumouts at Dillard Yard $96,230
CORP Bridges  |Make repairs on various bridges based on the annuzal biidgs Inspection $500,000
CORP Signals  |Ellmmnate remaining pole line and replace with electracode $350,000
CORP .| Grinding |Grind 284 Pass miles between MP 345 - 497 $222,298
corr| JEER. Insnpaingianingingpopde B, 15700t 20t boosti usbadon, | 724,004
Joint
CORP | oo {Eliminate 350 joints in wekded ral $239,750
CORP Misc. $0
PROJECT TOTAL $12,379,574
CORP MATCHING FUNDS $5,025,812 40.6%

ConnectOregon Fundad Projects - ODOT Reglon 2
ConnectOregon Funded Projects - ODOT Reglon 3

$1,477,402
$5,876,270




CORP Matching Funds Projects

Program Pescription Cost Comments Schedule
CORP Curve Rall |Relay 79,060 LF of curve wom rall on varlous curves on the $990,000 Rall purchased In '05 and
{inft.) _3835. Siskiyou, and Coos Bay Subdivisions, ! cost not In this figure  |5/1/08 - 8/4/06
corp |OOF Rall - (in.|Reiay 62,063 LF of 504 jolinted rafl with 136# Continuous $872,686 | Rall purchased Iin '05 and
ft.) Welded Rall on the Roseburg Sub: cost not [n this fiqure  [6/1/08 - 8/4/06
CORP | Ties . (each) ﬁvuwu.wﬁ defecfive cross tles MP 403.16 - MP 430, MP $2,178,985 0511572006 - 811106
Surfadng  [Suface 80 miles of track (Surfacing Emits will mimor the Te
CORP | "(miles) _[and Rall profect limits) $574,476 5HSI08 - /31106
Crossings - ;
CORP (o Renew Old Hwy 99 crossing at MP 557.3 $50,209 1011108 - 10131108
Switch  [Replace 249 switch ties at varlous locations from MP 560 - MP
CORP | Tiestbd.ft) 65 - $43,226 SHI08 - 413006
Replace 5 tumouts at Dillard Yard mp 560.3, MP 560.4, MP
CORP | Tumouts (5o s wp 50,9, MP 561.0 $96,230 3/1/06 - 4730/06
CORP w_#_uﬁ gﬁ on various bridges based on the annual bridge ﬁnoo.ooc ler106.- 31706
CORP | Grinding
Tunne]
CORP | _Repars
Joint
Core Elimination
CORP Misc.
CORP TOTAL $5,025,812
—




Connect O_.w gon m::no _u_.ohooﬁ

Priority| Program Comments Schedule
4 Curve Rall Relay 60,810 LF of curve womn rall on various curves on the $1,845,000
(In.ft.)  |Rosebur, Siskdyou, and Coos Bay SubdMsions. ! 81107 - 8131107
OOF Rall (In.
_f)
Replace 50,000 defective cross ties MP 467 - MP 539, MP 589
1 |Tes, (each) |yp s $2,915,000 81107 - 10/31 07
2 Surfacing  [Surface 27.5 miles of track (Surfacing lmits wil mirror Rall and $197,569
(miles) _|Tie project tmis) - |e116/07 - 11115/07
Crossings i
{trk)
Switch
Tles(bd.ft.)
. Turnouts . )
i Make repairs on various bridges based on the annual bridge
5 Bridges [\~ $80,000 71107 - 10531407
Eliminate remaining active pole line and replace with
6 SIGNaIS | sectracode MP 605 - 620,96, MP 430 - MP 440 $271,573 31107 - 8731107
7 n_.__._n_zu Grind 168 Pass mies between MP 403.16 - 467 $222,298 05/01/07 - /15107
Tk -
3 Hﬂ_.wm iy _gn___a___u&. hriel20 onthe Coos Bay §ubdivision $152,040 4 411107 - TI31107
Joint
8 Elrnleation _masﬁﬁ_o__ﬁ___i&a ra MP 540 - MP 620.96 $191,800 31/07 - 8/30/07
Zﬁ-

CONNECT OREGON TOTAL $5,876,270




Connect Oregon Funded Projects

PRPRREdI0RZ;

Priority v..ou_d:.. Description Cost Comments Schedule
2 Curve Rall |Retay, 18,250 LF of curve wom rall on various curves on the $554,010
{In.ft.) _ {Rossbirg and Coos Bay SubdMsions. ’ 5/1/07 - 8/31/07
OOF Rail_(in.
ft.)
Tles (each)
3 Surfacing Surfaca 3.5 miles of track (Surfacing Umits will mirror Reil . §25,145
(miles) _|project imits) i '|8115/07 - 11/45/07
Crossings
(k) -
Switch
Ties(bd.ft.)
Turnouts
4 Bridges fﬁﬁasﬁﬁaﬁﬁsﬂsﬁ $220,000 7107 - 10731707
Eltminate remaining active pole line and replace with
5 Signals | gectracode MP 630.7 - MP 644.1 $58,427 3107 - B/34/07
) Grinding
& UFinell 2] | REgat Linnékliniign tunnels B A4S on the ‘SiBives0
1. | Redalsd |SubdwiEon s Vb - ighveed., 411407 - 7131107
Jaint
6 Efmination Lm__._susas_.ﬁ__uina rall MP 620.96 - MP 644 $47,950 31/07 - 8/30/07
oy M |

CONNECT OREGON TOTAL $1,477,492



CORP Rall Projects

Curve € MP _Degres Rel VHL GFL__ |Evisting Refi| Length nglh-_lm
<030 488 | "0 iwen 1M B i 800 208 |
Ho5E 452 1_{Emt = taz 20 | 2008
40SF 408 45 L = T ST 1% 200 2008
4056 408.8 P !East ] 138 100 -1 2608
4000 408 7 10 |wekt 1 12 12 300 | 208
4OTA 4073 10 [West 2 152 s ‘| 2008
408A 408.2 16 e 58 122 800 208
4080 4088 10 |Esst [T 12 480 |1+ 2008
4128 4123 19 (] ' 182 550 2008
124! 4123 10 lﬁ 12 1% (] 2000
1 . 41318 | - 18 ‘lwest 58 182 700 2000
4137 41318 10 |Emst 1w | 12 700. 2008
4147 414.8 10 58 122 500 2008
414 448 | '10 |Eant 7] [ N
A18F -~ 4107 10 |East 1] 152 1 2008
417A AT 1 East &8 152 1000 2008
4104 182 10 [West V4 [ t 132 5 2008
413E 4186 10 jwest 12 12 (=] 2008
419E [T 10 |Esst 12 [ 850 2008
19 | 41948 10 lEsst 59 192 (] 2008
410C . [ 41985 10 [West w»_ 13 sop | 2008
dos 45 105 'Jwest 113 800 2008
408 408 105 |Esst 113 ) 2008
A08A 495, 88 13 00 2008
495C 48 4 [ 13 . 600 2000
4958 460 4 w1 113 800 2008
407 “&re 10 ! 113 700 2008
5030 M9 (13 () ] 2008
[ 518 15 B et 7] 13 630, 2008
553 5329 [ 113 1350 | 2008
SMC 8348 4wt 12 1000 2000 |And tongent north
5MC 58 |- 4 |eant 12 000 2008 tangand north
538 540 ] 113 160 | 2000
{535 540 n 118 1380 2008
) 853 0 10 jwest 14 o 112 400 2008
354 5558 Wy [Wost 14 ] 13 { o0 -l 2008 16degparor of compound on
584D 54 3 8 least 3 v 112 | 800 2000
584 & B Iwest . [ 8 113 500 2008
g 664.9 8 [west 154 n 112 1300 2008
567 508 0 4 |west ] %) 1 1100 2008
5718 BM7 + 5 [west 113 s00 | 2008
5718 7Y [] Iau 113 800 2008
571C 571.8 4 113 s0c | 2008
Imc 571.8 4 J%: 113 800 2008
. 573 15 7 Wost iz 138 1800 2008
2] 873 18 T et - 1 {1 1800 2000
5RA 57335 7 |West s vz a2 S0 | 2008
E 57818 65 |East Y] 12 13 400 2008
578 25 55 [west n 12 113 800 2000
= s88 8 [wet ] 12 12 1000 2008
[saes 588 15 7 jE [ 12 12 em | 2000
jeaac 504 75 11 & 1% [0 2008
BesA 595 55 4 Jwest n ) 113 800 2008
508C 598.7 10 |Esut 14 w72 128 | 1500 2000
joor 8073 8 |East 1] _n 136 1800 2006
P‘m 807 & S |wewt an 1= 138 750 2008
610B 6108 4 14 12 138 1050 |- 2008
[s108 8188 7 Jwest Y] £ [ [T 2008
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ConnectOregon Rall Projects

| TR . l
Curve # MP Degres, Rall VHL GEL BxeingRall] Langh Relay Year Comments
3 403.75 4 |East 14 7] 112 500 2007
404A 40425 9 |West . 1” 122 800 2007
405F 405 45 0 [west w » 1% 200 2007
405) 1) 7 ];E . 14 12 138 200 ° |° 2007
4087 408.1 ‘90 jWed "2 192 _200 "] .2007
4088 408.8 0 |esst - 14 12 138 500 2007
400A 4092 0 |Bast - 12 132 500 2007 L
409C 4095 1o |East 12 132 700 2007
408D 407 75" jWest ™ ) s | . 1000 2007
410 410 9, lEest ™ A2 132 550 .| 2007
410C 410.65 10 )East ] 132 800 2007. |.
411 [ 10 [West . ¥ 132 450 2007
411" 411 10 |Esst . »n 12 450 - 2007
413C 4138 12 |West 12 132 1200 2007
4158 4578 4 |west 1= 132 550 2007
4168 4162 35 JEsst . 7 138 300 2007
416D 416.5 7 |East 1”2 132 40 2007
416E 410.55 10 {West 2 192 450 2007
417c 417.8 s JEsst - 12 132 500 2007
418 418 " |Ent 14 138 2000 2007 Violow
4108 418.35 8 Jesst 1” 138 600 2007
4180 -_418.53 o {West " 12 _ 132 1. 400 2007
418D 418.55 9 " |East - £l ' 132 00 2007
410D 410.7 - 10 |Esst ¢ 2 132 30 .| .2007
418E ~ 4198 10 {West -~ 12 152 -500 2007
4197 4198 | “10  lesst 2 132 200 _ |. 2007
420C . 420.25 ‘10 |Esst 12 138 600 2007 - 1
420E £20.7 10 [Esst -~ 184 12 132 700 2007
4218 4215 8 |west - 12 182 400 2007
4248 4243 5 lwest . 172 132 1000 2007
428 . 4263 75 . {East 12 132 1000 2007
454 "4539 8___|East 14 »n 13 1900 2007
456A 4568 | West o8 112 2200 2007
483 468 15 4 [wes an 113 2000 2007
5518 515 38 [Wast 12 122 400 2007
|53 853.1 8 west 14 1 132 1000 ' | 207
{5838 563.8 5 |West - L] as 113 300 2007
583E 5630 8 [west 1% an 11 200 2007
lma 504,05 4 |weut 124 T 112 __200 2007
564H 554.7 6 |Eest 14 m 13 500 2007
lsmea 573 35 7 Esst s 132 500 2007
5694 5604 7 [West 144 ) 132 800 2007
539A 589 4 1 |Esst ” 132 800 2007
[sota 504 45 8 lEast ) ] 138 B0 2007
[se4c 504 75 11 |East 14 ) 138 800 2007
|sas 5851 8 |west 7 138 1200 2007
|seea 596 85 8 |west »n ] 136 1000 2007
[506A 506.85 [] Enst 1”2 138 1000 2007
Isua 506 88 65  |Esst ) ) 138 800 2007
587 597 B |West n » 138 700 2007
|ece 608 4 4 Wast s n 132 1400 2007
[s1eD 8188 8 |weat o) e 138 00 2007
lo2¢ 820 7 lwaest 1”2 132 500 2007
7 lEam n M 132 500 2007




ConnectOregon Rall Projects

[s43a 8431 8 jwest 17 132 800 _2007
l644A 848 4 Iwem . V2., 152 2000 2000
[644A 8448 4 (emst, 8. 12 132 2000 2007
[es7B 067 4 8 (West 14 T 182 1000 2007
(6778 677.8 8 [East 12 " 138 1100 2007
s818 6816 8 |West 1/4 w 152 1800 2007
B84A 504 43 4 |west 7] 113 ) 2007
lo8s 86,1 8 |East ) 154 138 1150 2007
|s88 686.1 8 |west 1”2 136 1150 2007
] 6882 8 [east 12 13 1000 2007
T03C 7035 8 |west i L] 18 500 2007
7078 7074 4 IE.I NE 14 w 118 650 2007
718 1181 35 |esst %) 7] 115 1400 2007
7188 7188 4 |Esst 14 [T 118 750, 2007
720 720 8 lﬁut 1M 172 138 1200 * 2007
T24A T24 2 T lwest 14 R 113 2007
T29A 7201 4 [west n 118 900 207
740 7405 5 [west 14 1” 118 2007
149 7492 W |west 14 ] 113 1400 _2007 |5 dea porfion only
T40A T49 4 5 |east 14 ” _110 1200 2007
408 406 13 IE-n 14 ¥ 138 300 2007
418A 41815 10 |West B 13 00 2007
4228 422 45 10 fwest . 132 8 | 2007
5788 578 4 5 lwest 7] 132 800 2007
'-ﬁ 5793 3 {Wed » 132 1100 2007
|591B 8918 6 West ¥ 132 1100 2007
|s89.2 5703 fan _ [both 14820 2007

Rall Refay Total 78000
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Rail Project Improvements

Central Oregon & Pacific Track Project Impact Analysis

gl 13l 2014] npr. 2018] 2018] . 2071 2027
Annusi Carload Demand 70284] 73771 77468 81339) 65408) 89677] 94,180] 153,377
Track Ion ] —

Y 85,000 ss000) 550000 55000] 55000 550000 55,000] 55,000
| Caroads Divertad to Truck se] 2808 6697 8731] 11918] 15284] 18777] 22488 26,330 30408] 34877] 30,160| 98377
75| 10,68e4] 30878] 619201 sya2m| 108847 1314400 1567,282) 184,376) 212,843 242.738| 274,122] s88 641

YR LB [INAS _ —
[Actual Afnusl 55,0001 55000 soes7] 83731 84000] @4,000] &4,000] 64000 64,0000 64,000 64,0000 64,000] 64,000}
| carioads Diveitad to Truck 54 2808| of ol 2018] 8284 o777t 134668] 17338] zt408] 26677] 30160] 69377
| Additional Truck Trips ars| 10644l o] o 2oa28] 43847 68440] 94202 121373 140843| 170738 n_.:nm_ 626841
Tinps Avoided with New Yard off " o seem| e1120] esoool esoo0] esoon) evon] esoom| s3000] _es.000] a.L 63,000}

Base Ysar Carloads - 2005
i 108G - 4
CORP- Annual Carioad Growth
Existing Systam Dwel! (days)

Page10of§



Additional Costs - Truck

Central Oregon & Pacific Track Project impact Analysis

1

2012 52018 pa204] - .2018] - 2027
E 36,878] 81,9200 63.000] 63000] 63,000 43,000 63,000 83,000 83,000
[Public Costs - Othar | $277,757) §425,701| $426,766) $430,706] $438,705! $438.705] $438,705] 3438706 $438,706

Page 2 of 5




Additional Traffic - Truck

[ Truck Teips o ssee| etim|
AddRiona) VMY o] of 3ea7g818] e,111,067] 6,300000] 8,300,000 5,300,000{ e,300,000[ 6,300,000} 6,300,000

[V 29.22 loribounc)

Total AADT 32300] 48000
Truck AADT 3858
9% Truck j 1207%
| Addifonal Truck AADT 121

Increased Truck AADT 2024 2.1%
otal 3 Increase In 2024 0 3%
MP 118.51 (Southbound) "

Total AADT 30300]  s4100]
Truck AADT 1798|
% Truck 513%
Additional Truck AADT 121
{increased Truck AADT 2024 - 3%
Totsd % increase In2018"- ™ | 02%

Data from ODOT OTMS Trafflo Volumes and Vahicls Classification fnbles

Page 3 of5



Additional Emissions & Fual

Central Oregon & Pacific Track Project Impact Analysis

& £2010 2013 i ns22] ... . 2013]- . 2044] - 2027
ms_s._._.an,ﬁ- 0 0 38,578 81,120 83,000 63,000 63,000 63,000 63,000 63,000
Ton-miles o} 0| 49845198 76.309.0957] 78750,000] 78,750,000 78,750,000 78.750,000] 787500000 78,750,000
i 1 |
|Adtional Tons Nox o} 36 48] ]
|
{Addillonal Fusl Consumption (gal.) * [ 0 843,003 passse]  1015878] 1,018875] 1.018876] 1,018875] 1,015875] 1015875

0.7] .35 0.28] 026)

- S ———

Page4of b




Addiional Shipper Costs

_ - Central Oregon & Pacijfic Track Project Impact Analysis

L 0 M lcsesn #2012 ... 22013 , 2027
0 0 18, + 30,580 - 31,800 1 31,800 . 31,600 31,600
$0 $0l $11.014,934] $16,883.081] $17.4027400] $17 $17 $17 $17,

$140.714 815
az.u:..ﬁ‘
$341,141,215|
$17,057,081|

Page 5of5



Appllmhon For COnnectOrogon Program 2005-2006 o i
To ensure you have current program information, o-mall connectoregoniodot stafe. or 1 uummmmu

PARTA-ProjoctSummary and‘cerllﬂeatlon- Unhhfnnnorampﬂea.PMlnddgn Altach
1. NT adkional text at the end as necessary ide mﬂ’wﬁh
mm comesponding question number.
mnmm PRIMARY CONTACT PERSONAND TITLE
centraIOregon&PadﬂcRnllmad lnc. K Steve Hefley
TELEPHONG
(541) 857-2512
. - FAX
Roseburg, OR 57470 P (541) 857-0888
2. CO-APPLICANT '
\TION NAME Yot : PRIMARY CONTACT PEREBON AND TITLE
- TEEPHONE
, GTATEAND cone FAX

&PROJEETNA'EANDLOCA’I’ION
'mﬁiﬁnﬁnﬁmmm Stekiyou, Roseburp, & Coos Bay Subdivsions. |

[ K a requost of
muud81477492)m\dnegion3(inmemntofﬂm.270) Dehladhhlmaﬂonmrdhgpmhchbbe
ompieted in each Reglon is contained in Attachment C: which Is made part of this Application. Also see page 3.

8. COST SUMMARY*
' *Leave these Cost Summary
a) ConnectOregon Grant Amount entries blank - they will fill In
b) ConnectOregon Loan Amount automatically when Part C.4

¢) Subtital ConrieciOregon Funds of application is completed.

d) Maich Amount
e) Other Fund Amount
f) Project Total

8, CERTIFICATION

| certrly that __ Central Oregon & Pacific Railroad, Inc (applicant organization) supports the proposed project,
hasﬂ\elogalauﬂnritybpledgurmmgﬁmds.-ndhasmelegalauﬂmuybapplﬂorcmnedo:egon funds. { further
whﬁﬂntmaﬂingﬂndsammihbborﬂlbemhbbforhpmpuudpm]ﬁIundonhndﬂntnll&hhnﬂufcr
com'adhc.audﬂng mderwmhgouhereappneabh)andpaymmapplybwsmjoa.




4. ConnectOregon (cg!)) Project Budget

SOURGESOFﬁ?ﬂ:mpmummmmdwmblomrMWmmdmm
match and othet funds.

AMOUNT PERCENT OF TOTAL YE‘ARTE AVAILABLE

1
| )
T
T ]
| 1
| |
| |

'*'u‘;

e g

E’f‘mmﬁh and tming of the 20% maich shown above If apphcable include the cost basis of properly.

2 and $4,016,044

I mmmmmumwwm mamwmmmmmmnmmdﬂ.m.mm]
Reglon 3 (total of $5,025.812) In FY 2008

mmwwhmwmmmmmmmmhmm please describe the

source, timing and basis for valung the other funds. Laveraged funds must be shown In 1(d) and 1 (o) above

USES OF FUNDS: Please identify the proposed uses and amount of moneys comprising the project budget.
PERCENT OF TOTAL

USES:

Labor (Payroll !

Contracted Services (Iﬂ(nciwn)

Matenals and Supplies

]
!
Captsl Outiay (Land) :
Capital Outlay (Buldings) |

Capital Outiay (Equmemll

Other (Descrihe):

Other (Describe)

Other (Describe):

Other (Deacnbe);

__..t_L._.L__L__.___

|
]
I TOTAL*| BiS _— :
I e - 1."_.’*'1. M i N %

Yrotals for Sources of Funds end Usss of Funds must be equa.
I
1
I
1




.



Oregon Department of Transportation

ConnectOregon FAQ

ConnectOregon Il — 11/13/07 Update

1. General information

a. What is ConnectOregon?

ConneciOregon Is a lottery bond-based, inihative to invest In arr, rail, marine, and transit
infrastructure {o ensure Oregon’s transportation system is strong, diverse, and efficient

b. Who ultimately benefits from ConnecitOregon projects?

All Oregonians will reap the benefits from enhancing Oregon's transportation infrastructure
Residents and businesses, as well as the environment, will benefit by having a more efficient,
productive transportation system that improves Oregon's business environment, ultimately
leading to more jobs and a more sound economy

c. Will ConnectOregon benefit only urban areas?

No Projects in all parts of the state will be considered for funding The ConnectOregon
legislation (House Bill 2278, 2007 Regular Session) requires that at least 10 percent of the
funds be allocated in each of the five regions (regions are geographic groupings of counties,

see www oregon gov/COMM/CO/index shtml)

2. Communications and Outreach

a. Who are some of the key stakeholders in ConnectOregon?

Key stakeholders include the businesses that will benefit from the projects made possible by the
investments, representatives and advisory groups from the ehgible transportation modes, freight
shippers and carriers, business organizations, municipahties, and the environmental community

b. What communication channels will be used?

A ConnectOregon Web site (www oregon gov/COMM/CO/index shtml)) that contains
background and current information 1s available through the ODOT Web site Five informational
meetings for all interested parties will be held dunng the application penod throughout the state
(one meeting In each geographic region identfied in the ConnectOregon legislation) These
meetings will provide information regarding the application and application process ODOT 1s
also maintaining a list of individuals and groups who want to receive regular e-mail updates,
information about how to get on the matling hist 1s on the ConnectOregon Web site

For updated information on highway work and current travel information throughout 6regon, visit
www.tnpcheck com, or call the Oregon road report at 511 or (800) 977-6368
Visit the ODOT News Media Center at www oregon gov/ODOT



ConnectOregon Il Frequently Asked Questions (FAQs) Page 2
Oregon Department of Transportation revised 11/13/07

c. How can applicants and other interested parties keep current on
progress or changes in this program?

To receive email updates regarding the ConnectOregon Il process please sign up for the
electronic mailing list at hitp //istsmart osl state or us/mailman/listinfo/connectoregon-news The
ConnectOregon Web site will contain updates as well as other important nformation Everyone
on the email list will receive notification if new FAQs are added after the opening of the
application penod

3. Project Eligibility

a. What considerations will be used to evaluate projects for
ConnectOregon funds?

In selecting transportation projects, the Oregon Transportation Commission will consider the
following '

e Whether a proposed fransportation project reduces transportation costs for Oregon
businesses or improves access to jobs and sources of labor,

o Whether a proposed transportation project results in an economic benefit to this state,
Whether a proposed transportation project is a cntical ink connecting elements of
Oregon's transportation system that will measurably improve utilization and efficiency of
the system,

 How much of the cost of a proposed transportation project can be bome by the applicant
for the grant or loan from any source other than the Multimodal Transportation Fund, and

¢ Whether a proposed transportation project I1s ready for construction

b. Are projects that can be funded by fuel and motor vehicle tax revenues
eligible for ConnectOregon funding?

No Projects eligible for funding from revenues descrnbed In section 3a, Article IX of the Oregon
Constitution, e g , the Highway Trust Fund, are not eligible for ConnectOregon funding If a
highway or public road element is essential to the complete functioning of the proposed project,
applicants are encouraged to work with their ODOT region, city or county to identify the
necessary funding sources

c. Can a publicly owned road be part of a ConnectOregon project?

Yes, but no ConnectOregon funds can be used for improvements that are otherwise eligible to
be funded by highway fund revenues

d. Is a project eligible if it contains an element eligible for state highway
funds?

Yes However, only project elements not eligible for state highway funds are eligible for
ConnectOregon funding therefore, the application should be for the other project elements The
ConnectOregon program encourages submission of projects that include a component
connecting one mode to another

For updated information on highway work and current travel information throughout Oregon, visit
www.tripcheck com, or call the Oregon road report at §11 or (800) 977-6368
Viglt the ODOT News Media Center at www oregon goviODOT



ConnectOregon Il Frequently Asked Questions (FAQs) Page 3
Oregon Department of Transportation revised 11/13/07

a. The blll says “Transportation Projects” are eligible for funding. Does that
include all the modes and types of projects and facilities defined in the
ORS?

No Only rail, manne, aviation, and transit projects are eligible

f. Is dredging an eligible activity, if needed to deepen an existing port to
serve larger ships?

Most dredging 1s considered a maintenance activity Bonds are the source of ConnectOregon
funds It 1s generally not considered good practice to fund operations or maintenance activities
with bond proceeds The reviewing committees will consider this dunng project selection To
present a strong application, the applicant should demonstrate that the dredging would achieve
a new depth as opposed to restoring previously reached depths

g. Are capital equipment purchases eligible projects?
Yes

h. Will applications be considered for a combined government and private
project?

Yes For private entities, a hen will be granted and a deed of trust (for real property) or a secunty
agreement (for personal property) will be executed to effect such a lien

i. May a private entity or public agency submit multiple project
applications?
Yes

j- Can applicants submit projects that are not yet fully funded?

Documentation of how the entire project will be funded must be submitted with the application
Dunng the project selection process, ODOT anticipates the review committees will consider
whether a project 1s ready to begin work

k. What is the extent to which a project can include aspects other than
construction of physical improvements?

Projects may be a combination of real estate, capital infrastructure, capital equipment,
professional services (e g architectural and engineenng services), or other expenditures Non-
capital project expenditures are not prohibited, but it is generally not considered good practice to
fund non-capital assets or services with bond proceeds A more expensive form of bonding 1s
required for predominantly non-capital projects

|. Can projects that were not selected for funding under ConnectOregon |
apply for ConnectOregon Il funds?

Yes, they can reapply

For updated information on highway work and current travel information throughout Oregon, visit
www tnpcheck.com, or call the Oregon road report at 511 or (800) 977-6368
Vigit the ODOT News Media Center at www.oregon gov/ODOT



ConnectOregon 1l Frequently Asked Questions (FAQs) Page 4
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m. If an applicant received ConnectOregon | funds, will it count against that
applicant in ConnectOregon lI?
No

n. Are projects that are physically located outside the state eligible?
No

o. What level of design has to be completed prior to application submittal?

Zero The apphication includes a detailed checklist that covers the applicant's planning efforis
Applicants should demonstrate they have the knowledge and management ability to complete
the project and that the project concept is feasible However, applicants should keep in mind
that readiness for construction 1s one of the review considerations

4. Application Process

a. What process will be used to submit a project for ConnectOregon i
funding?
All project applications will be submitted to ODOT It 1s expected that application period for

ConneciOregon |l will open In early September 2007 and close In late November Interested
parties should watch the ODOT Web site and add theirr names to the ODOT email list of

updates and notfication http //www oregon gov/ODOT/COMM/CO/index shiml

To receive automatic notification of updates sign up for the our e-list at
http /hstsmart osl state or us/mailman/istinfo/connectoreqon-news

b. Will ODOT and the Aviation Board or the Oregon Economic and
Community Development Department perform an initial assessment on
project applications?

Yes ODOT and the other agencies will intially screen all projects for completeness and
reasonableness

c. Will ODOT assist applicants In the project submission process?

ODOT will not provide assistance to applicants since ODOT i1s administering the project
selection process

d. Should applicants obtain letters of support for their project?

Yes Letters of support from community and business supporters as well as affected local
governments will be helpful to the OTC as they make their decisions They should be addressed
to the project applicant Letters of support and letters of intent to use the project are specifically
requested In the project application

e. Are design costs eligible for project funding?
Yes

For updated information on highway work and current travel information throughout Oregon, wisit
www tripcheck com, or call the Oregon road report at 511 or (800) 977-8368.
Visit the ODOT News Media Center at www oregon.gov/ODOT
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f. How can applicants or other interested parties follow up on a project’s
application status after it has been submitted?

Basic information on all projects under consideration will be posted on the ConnectOregon Web
site

g. Are there questions in the application that do not apply to all modes?

Yes To address all of the considerations In a structured question format, the application 1s
written with some questions that focus on only one mode of transportation There may be some
questions that do not apply to all projects Applicants will not be penalized if they cannot answer
a question that does not apply to the project (e g Freight rail projects will not be expected to
answer questions regarding passenger movement)

5. Project Selection

a. What process will be used to select a project for ConnectOregon Il
funding?

The OTC will solicit project recommendations from the Oregon Aviation Board, the Freight,
Public Transit, and Rail Advisory Committees, the Marine Project and Planning Advisory
Committee, as well as the Area Commissions on Transportation A public heanng is planned for
May 2008 where any member of the public or interested party may provide comment on
ConnectOregon projects to the OTC before the Commission makes its project selection
decisions

b. Who are the members of these designated advisory groups?

Membership lists for the designated advisory groups are maintained by several state agencies,
please check the following Websites for the membership lists for the respective advisory group

Aviation Board, Oregon Department of Aviation http //www oregon gov/Aviation/board shtmil

Oragon Frelght Advisory Committee, ODOT Freight Mobility Section
hitp //iwww oregon gov/ODOT/TD/FREIGHT/OFAC Membership List shtml

Rail Advisory Committee ODOT Rail Division
hitp //www oregon gov/ODOT/RAIL/RailAdvisoryCommittee shiml

The Public Transit Advisory Committee, ODOT Public Transit Division
http //www oregon gov/iODOT/PT/ABOUT/PTAC/next meeting shimi

The Marine Project and Planning Advisory Committee, Cregon Economic and Community

Development Department http //econ oregon gov/ECDD/boards shtml

Membership on some of these committees may change before the review process begins —
check these sites dunng review for any additional information

For updated Information on highway work and current trave! information throughout Oregon, visit
www tripchack com, or call the Oregon road report at 511 or (800) 977-8368
Visit the ODOT News Media Center at www oregon gov/ODOT
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¢. Must projects be Initiated by the designated advisory groups?

No Submission of eligible projects 1s open to any entity whose project fits program
considerations

d. When will projects be selected?
ODOT anticipates that the OTC will approve a list of projects for funding in June 2008

e. How will the 10 percent regional allocations be met if there are multiple
project application periods?

There will be only one project selechon penod dunng which all $100 million will be awarded,
including the 10 percent regional allocation requirement

f. What if $10 million worth of projects is not submitted for every region?

Given the need for transportatton system improvements throughout the state, ODOT anticipates
that each region will submit at least $10 million in project requests A delay in one of the regions
will not affect progress in the others

g. How much time will the advisory boards and committees have to
evaluate applications?
ODOT expects to post information on all project applications that are found to be complete and

eligible on the ConnectOregon Web site by early January 2008 The advisory organizations will
each have approximately six weeks to make project recommendations

ila. How will projects from different modes be fairly compared and
evaluated?

The OTC will consider the projects that are in the best interest of the state’s transportation
system

i. Are there any funds set aside for specific public entities?
No

j- How will marine projects be selected?

Marine projects will be given the same consideration and go through the same process as other
projects, all applications will be received by ODOT Prior to selecting manne projects, the OTC
will solicit recommendations from the Manne Project and Planning Advisory Committee

k. How will Area Commissions on Transportation be involved in project
review?

ConnectOregon legislation does not define a role for Area Commissions However, since funds
are allocated by region and advice 1s requested by mode in the legislation, OTC is inviting
groups of Area Commissions to work with potential applicants within each ConnectOregon
region to identify projects that will be good candidates for ConnectOregon funding The
administrative rule enables this broader consultation The Area Commissions are expected to
play an important role in working with project applicants and interested parties in their regions to
help shape regional pnonties The Area Commissions will have about six weeks to conduct their

For updated information on highway work and current trave! Information throughout Oregon, visit
www tripcheck.com, or call the Oregon road report at 511 or (800) 977-6368
Visit the ODOT News Media Center at www oregon gov/iODOT
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review to make recommendations The ACTSs' review will follow the modal advisory committees
review

l. There is no ACT In the Portland metro area — how will input be provided
from here?

A special purpose committee that will include the business community, JPACT members, and
representatives from Columbia and Hood River Counties will be created by the OTC for the
purposes of ConnectOregon project review in this area It will disband after making
recommendations

m. How will the project recommendations from groups of ACTs and the
modal review boards and committees be brought before the OTC?

The ODOT Director will convene a committee composed of the representatives from the modal
committees and ACTs to bning all the recommendations from the vanous reviewers into a
unified proposed list for adoption by the OTC An OTC public heanng will be held in May 2008
to consider this “final review” committee list

n. Are the flve considerations equally weighted?

There 1s no differentiation in the legislation, however, the OTC will ask review committees to
identify the first three considerations (in the order listed iIn HB 2278) as strategic considerations

0. Why is ODOT using considerations as opposed to criteria — was that
inherited from the bill?

The term considerations s used In the legislation

p. Are joint sponsorship applications permitted?

Yes Joint apphcations are acceptable from any combination of public-pnvate, pnvate-pnvate, or
public-public partnerships

6. Project Funding Administration

a. Who will administer ConnectOregon funds?
ODOT 1s responsible for administenng ConnectOregon funds

b. Will the entire $100 million in project funding be available to applicants
at once?

No, funding will be provided to project applicants on a reimbursement progress payment basis
Exact terms will be negotiated with each project applicant

¢. Who will determine if a project will be funded by a grant or loan?

Applicants should state their preference, but the Oregon Transportaton Commission will
ultimately decide

For updated Information on highway work and current travel information throughout Oregon, visit
www tripcheck com, or call the Oregon road report at 511 or (800) 977-6368
Visit the ODOT News Media Center at www oregon gov/ODOT



ConnectOregon Il Frequently Asked Questions (FAQs) Page 8
Oregon Department of Transportation revised 11/13/07

d. Will project applications be accepted for a grant and loan combination?
Yes

e. What If a project provides benefits to multiple regions?

This type of project has some competitive advantages, other things being equal Specify the
regions It's In and what regions i1t benefits, If different

f. What is the matching funds requirement?

ConnectOregon legislation directs the OTC to consider how much of the project cost can be
borne by the applicant Grant recnplents must provide at least 20 percent of project cost in
matching funds

g. Can federal funds be used as matching funds?
Yes '

h. Please clarify the rules and requirements for the 20 percent match
required for grant applications.

1) An applicant does not have o demonstrate that they have 20 percent of the project costs In
cash up front or in a bank account

2) An apphcant must pay for 20 percent of the project costs, which include elements necessary
for mplementation, e g land, excavation, permits, engineenng, payroll, special equipment
purchase or rental

3) Project costs that were paid for by the applicant prior to the agreement effective date can be
used as part of the maich, but are not eligible for reembursement

4) “Value” of an item, e g land or special equipment, 1sn’t part of the match The applicant’s out-
of-pocket payment to purchase the land or buy/rent the special equipment can be part of the
match and must be specified in the application If an apphcant previously purchased a parcel of
land, 1t 1s his’her payment when the land was purchased that is part of the match, not how much
it would cost today to purchase the land

5) Project elements that are donated to the applicant, e g ROW, land, equipment {(even If the
donation was done to benefit the project) are not part of the match Donations are considered
an in-kind contnbution, not “moneys "

6) If an applicant has a monetary outlay for something that 1s required for the transportation
project, then that payment can count towards the 20 percent match

I. Can estimated operational revenues for the built project be used as
matching funds?

No, and the applicant will need to demonstrate that funds to operate the project or facility are
available

j- Will Federal NEPA requirements apply?

National Environmental Policy Act requirements will apply if they are required by the federal
agency involved In the project

For updated information on highway work and current travel information throughout Oregon, visit
www tripcheck.com, or call the Oregon road report at 511 or (800) 977-6368
Visit the ODOT News Media Center at www oregon gov/ODOT
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k. Can ConnectOregon funds be used in combination with a variety of other
funding sources to complete a project?

Yes The funds can be used in combination with federal, state, local, and pnvate sources to
finance the project

I. Will ODOT require a lien or other assurance of applicant/project viability?

A recorded lien will be required to protect the state’s interest If a pnivate firm or local government
goes bankrupt or Is sold This will be a component of the agreement executed between ODOT
and the successful project applicant

m. Is there a timeline in the ConnectOregon program that says when funds
must be spent on awarded projects?

No However, how soon a project can be constructed 1s one of the considerations the Oregon
Transportation Commussion will use to evaluate projects for funding Once a project is selected,
the Agreement with ODOT will include specific dates, based on the application

n. When airports apply for FAA grants, there are grant assurances that
must be met. Is there anything like that required for ConnectOregon Il
grants?

Yes Project completeness and operating assurances are a part of project agreements A draft

grant agreement Is included In the application packet Applicants must be willing to sign the
agreement pnor to receving funds

o. Can previously received government grants, loans, or other types of
federal, state, or municipal aid previously awarded to a transportation
facility qualify toward the matching funds necessary for a ConnectOregon
grant?

Yes Previously received government grants, loans, or other types of aid may be used as match
However, the exact nature of these funds will need to be reviewed on a case-by-case basis
This review will be conducted throughout the application review process and finalized dunng
negotiations of project agreements An important consideration, when evaluating previously
received government grants, loans, or other types of aid, 1s whether other funding 1s contingent
on receiving ConnectOregon funds or are they secure regardless of receiving COIll funds
Previously received funding should be secure regardless of receiving ConnectOregon funds

7. Loans

a. What are the loan term, interest rate, and payback schedule on project
loans?
Loan terms and conditions will be negotated as part of the underwnting process

b. Are loan project applications required to include matching funds?
No

For updated Iinformation on highway work and current travel information throughout Oragon, visit
www.tripcheck.com, or call the Oregon road report at 511 or {800} 977-6368
Visit the ODOT News Media Center at www.oregon gov/ODOT
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c. Are there other unique requirements for loan applications?

Yes Loan applications must meet reasonable credit underwnting standards, including
evaluation of project feasibility and nsk, repayment capacity, collateral, and the applicant’s fiscal
performance and operational capacity to manage the project

d. Will loans be reimbursed on the same basis as grants?

Loan agreements, including repayment schedules, will be treated on a case-by-case basis
regarding disbursement and reimbursement of funds This will be addressed in individual project
contracts

8. Project Management -

a. Who will manage the physical construction of the selected projects?

The applicant 1s responsible for constructing its project, including obtaining all required permits
and approvais

b. How are unavoidable cost overruns to be handled?

Once a project has been selected, the applicant is responsible for completing the project as
proposed for the funding provided There 1s no provision for the applicant to receive additional
funds If project costs are higher than estmated The applicant will be responsible for making up
any funding deficiency If the project cannot be completed with the funds allotted, the OTC may
cancel the project and award the funds to another project

c. Will elements of projects completed by private applicants as a part of a
public/ private partnership be subject to the prevailing wage rate?

ODOT cannot make these determinations, the determination of whether any specific project is
subject to the prevailing wage rate depends on the details of the specific project Each

apphcant, and therr legal counsel, has to make prevailing wage rate determinations based on an
application of the facts to the law

Applicants must comply with all relevant state laws, including the prevailing wage rate law, ORS
279C 800 to 279C 870, as amended by House Bill 2140 (2007) House Bill 2140 establishes a
procedure to request a determination by the Commussioner of the Bureau of Labor and
Industnes to determine whether "a project or proposed project is or would be a public works on
which payment of the prevailing wage rate 1s or would be required under ORS 279C 840 "

9. Multi-modal Study Fee

a. The bill says each recipient must pay a fee of two percent of the
recipient’s total project costs to ODOT. What is the definition of “total
project costs?”

Based on the proposed administrative rule, the “total project costs™ will be the sum of the
ConnectOregon grant, ConnectOregon loan, and the required 20 percent match for grants

“For updated Information on highway work and current trave! information throughout Oregon, visit
www tripcheck com, or call the Oregon road report at 511 or (800) 977-6368
Visit the ODOT News Media Center at www oregon gov/ODOT
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In the proposed administrative rules, “total project costs” I1s defined as the funds received from
the Multmodal Transportation Fund program plus the required 20 percent matching funds, If
applicable For example

A recipient approved to receive $100,000 in grant funds i1s required to provide a 20 percent
match 1e $25,000 The “total project costs” 1s $125,000, the two percent fee 1s $2,500 (For
the match amount, a recipient needs to use at the total dollar amount , $100,000/0 80 =
$125,000, $125,000 * 0 20 = $25,000 )

A recipient approved to receive $100,000 in loan funds does not have a required match to pay
The “total project costs” i1s $100,000, the two percent fee i1s $2,000

Project costs born by the applicant that exceed the required 20 percent will not be considered a
part of the “total project costs” used to calculate the two percent fee .

b. How will the 2 percent fee be paid to ODOT?

The two percent fee 1s an eligible project cost for ConnectOregon funds As such, the
agreement between the recipient and ODOT will in¢lude a provision for the fee to be paid
directly to ODOT from the recipient's ConnectOregon funds

c. What will the 2 percent fee be used for?

The Oregon Legislature established the fee and directed the department to use the funds to
conduct a statewide multimodal study of the transportation system The study will include an
assessment of the infrastructure, capacity demand and constraints, development of criteria for
strategic iInvestments and return on investment and identification of potential funding sources
and strategies

For updated information on highway work and current travel information throughout Oregon, visit
www tripcheck com, or call the Oregon road report at 511 or (800) 977-6368
Visit the ODOT News Medla Center at www.oregon goviODOT
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JOHNSON John R

From: James adams@dot gov
Sent:  Fnday, October 27, 2006 7 36 AM

To: tim blaylock@dot gov, jeremy johnson@dot gav, jJames adams@dot gov, harvey ammes@dot gov,
craig clarke@dot gov, susan dodds@dot gov, paul gangstad@dot gov, nchard hasbrouck@dot gov,
robert hirsch@dot gov, steve jasso@dot gov, steven krause@dot gov, billy lepchenske@dot gov,
Blain Luck@dot gov, dean messmer@dot gov, anthony moler@dot gov, ed page@dot gov

Ce: JOHNSON John R
Subject: FW Update on CORP Tunnel # 15, Coos Bay Subdmision

FYI It sounds like this portion of the CORP 18 out-of-service for several weeks and maybe several months

From: Krause, Steven <FRA>

Sent: Wednesday, October 25, 2006 6:18 PM

To: Davids, Gordon <FRA>; Bnnck, Mark <FRA>; Brooks, David <FRA>; Adams, James <FRA>
Subject: Update on CORP Tunnel # 15, Coos Bay Subdivision

Gentlemen,

Tunnel #15 was mspected today by the contractor who 1s currently working on CORP's Tunnel #13 which caught fire last
year CORP’s GM Steve Hefley stated that the inspection confirmed our findings from yesterday As a result, CORP removed the
tunnel from service until necessary fepairs are made

The extent of the repairs and their duration has not been determmned at this tme The contractor will re-inspect the tunnel

with a registered engineer and a determination will then be made on the type of repars and the anticipated tme the repairs will

take The contractor 18 ceasing work on Tunnel #13 and prepanng to move their equipment and men to Tunnel #15 to perform the
repairs

| will keep m contact with Steve Hefley and forward any relevant information/updates to you

Steve

From: Krause, Steven <FRA>

Sent: Tuesday, October 24, 2006 10:08 PM

To: Davids, Gordon <FRA>; Bnnck, Mark <FRA>; Adams, James <FRA>
Subject: COPR Tunnel # 15, Coos Bay Subdivision

Subject:_Central Oregon & Pacific’'s Tunnel #15, MP 721, Coos Bay Subdivision

An inspechon of Tunnel #15 was made today by FRA's Jim Adams and Steve Krause, and CORP's Steve Hefley, Craig
Keisey and Mark Wohlers, and Oregon Department of Transportabon's John Johnson This tunnel appears to have onginally
been a timber ined tunnel with much of the imber being replaced with steel beams overlaid with shotcrete Another small area
has been reinforced with steel beam nngs placed between the tmber nngs The tunnet was built in 1914

Several sections at the north end of the tunne! were found to be in extremely poor condition At one location, 4 or 5 tmber
arch nngs in a row completely failed allowing the tmber planking and a significant amount of stone to fall into the tunnel CORP
officials stated that this occurred in March or Apnl of this year The result i1s a large void at the top of the tunnel that i1s
approximately 10' = 15' high, 10' — 12" wide and extends from one side wall to the other side wall

5/6/2008
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Just north of the above failure there appears to be a concentrated area of active, very recent movement of the timber
hner This movement is causing two conditions, first, many sections of the timber arch nngs at the top of the tunnel are spiit from
end to end and there are approximately 10 nng tmbers in a row with splits that appear to have spit very recently, second, many of
the arch ning timbers are shifing and either overlapping each other or crushing severely CORP’s Craig Kelsey stated that he did
not see the spiit imbers dunng an inspecton he made several weeks ago

Approximately 20' south of the failed section there 1s a 10’ +/- portion of the west wall that is bulging outward 6" — 12"
Additionally, there are several areas where the timber arch nngs and planking are extremely rotted due to water damage Some
of this imber 1s crushing, shifing or compietely rotted away

1 nspected this tunnel m October 2005 dunng my Bndge Safety Survey and found sernous problems but it has detenorated
significantly since that time It should be noted that the condition of this tunnel and the FRA's concerns were discussed with
CORP officials as part of the 2005 Brnidge Safety Survey CORP 1s a RallAmenca property and the condition of this tunnel was
therefore also discussed in October 2005 with RaillAmenica's Mark Bader, Chief Engineer — West Business Unit

After the inspection today, CORP took the tunnel out of service until they have it formally mspected Jim Adams and |
informed CORP that, before resuming operations thru the tunnel, the FRA will require a wntten statement that the tunne! has been
inspected and 1s safe for trains

This tunnel has a failed section and other areas of the tunnel appear to be achvely moving and very close to failure This

tunnel does not appear to be structurally stable and 1s therefore not safe for trains If CORP’s inspection determines otherwise,
we need to look at an Emergency Order

Steve Krause
Bridge Safety Specialst

5/6/2008



Orcgon Legislature
Joint House and Senate Transportation Commuttec Hearing

October 25, 2007

The audio transcript of this event can be accessed by [ollowing these nstructions

GO~ O\ LA b)) e

9

Go to the Icgislature’s website at www leg state or us

Clhick on “audio/video”

Under Audio Archives, click on “2007-2008 intennm™

Click on *Archive of Commuttec Mcctings from the 2007 Interim™

Undcr House Commuttees, chck on “Transportation™

Click on *10/25/2007"

Once the audio broadcast playcr has appeared., 1t should show a duration of 2 57
Shdc the toggle bar to the cnd of the recording 1n order 10 reach the second part of the
recording (the second part should be 2 44 in length)

The timer should reset 1o 2 44

10 Shdc the toggle bar again to reach the time peniods histed below

121

The tesumony of CORP and RailAmerica represcntatives begins

138-139 Bob Jones of CORP states that CORP knew of the tunnel conditions for over a

year prior (o the embargo

208-213 Indiscussion of federal funding for CORP, Bob Jones states that a $40 million

FRA RRIF loan application was *“‘on the books, ready to go™ before upper
management cancclled 1t due to an opportunity to scll the business
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/ 7r OREGON DEPARTMENT OF TRANSPORTATION INSPECTOR: Richard Shankle

RAIL DIVISION PHONE (503)986-3935
555 -13TH STREET N.E, SUITE 3 FAX (503)986-3183

SALEM, OR 97301-4179 IND NO: SER583 MA: 583

RR/Co Representative(Receipt Acknowledped)
RAIL SAFETY INSPECTION REPORT :ﬂlm
lle
Signature
NAME: CORP-COOS BAY BRANCH* CONTACT: RODLEY DUKE ,TRACK SU
ADDRESS: EUGENE MP653.5 TO COQUILLE, TELEPHONE: (541)269-5851
MP786 )
CITY: ACTIVE:  Yes
STATE: OR ZIP:

DATE: Wednesday, February 21, 2007

INSP: |ITEM: | TYPE: | CODE: | DUE DATE: [RULE VIOLATION: |CORRECTED DATE:
RAS i R 11 741-310-0040

LOCATION DESCRIPTION:
EAST WALL IN TUNNEL #18, MP 734 75

| INCIDENT DESCRIPTION:

THE EAST WALL INSIDE TUNNEL #18 IS BULGING INWARD, IMPAIRING SIDE

CLEARANCE WORK HAS BEEN DONE TO STABILIZE THE SIDE WALL, BUT THE
IMPAIRMENT MUST BE REMOVED.

Signature of Company Representative Date

CODE LEGEND 1:W/W STD#1, 2:W/W STD#2, 3: W/W STD#3, 4:W/W STDi#4, 5: SURFACE/DEBRIS,
6: SLOPE, 7:CLEARANCE SIDE, 8: OVERHEAD CLEARANCE 9: SANITATION 10;: MISC

Printed On: Wednesday, April 16, 2008 Page 1 of |
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lg'lhe sender of this message has requested a read recelpt. Click here to send a receipt l

Johnsonl John <FRA>

From: Sanders, Michael <FRA> Sent: Frl 1/19/2007 10'51 AM
Tos Johnson, John <FRA>, Brooks, David <FRA>, Danlels, Mark <FRA>, Adams, James <FRA>

Ce:

Subject: RE CORP compliance agreement pre-meeting

Attachments:

Thanks John good info! | didn't know about the RIIF loan application or the sur charge

From: Johnson, John <FRA>

Sent: Fnday, January 19, 2007 11:21 AM

To: Brooks, David <FRA>; Daniels, Mark <FRA>; Adams, James <FRA>; Sanders, Michael <FRA>
Subject: CORP compliance agreement pre-meeting

Hi, Dave, Mike, Mark and Jim,

My apologies for being late on this, and | do realize that the compliance agreement applies to track, however, here are some
items to consider when deciding whether to continue the agreement with CORP

1) CORP has canceiled therr $40 mition RIFF loan application How are they gowng to pay for the mfrastructure improvements
now?

2) CORP has erther put or proposed a $58 ser-charge on each shipment to pay for the collapse of tunnel 15 Is this even
legal? | would think they had rate agreements already in place Customers are complaining

3) Tunnel 13 below Ashland i1s stil not complete as the tunnel crew had to pult off to work on tunnel 15 at Canary on the Coos
Bay line, which of course Is not complete due to the tunnel crew had to be pulled off to work on tunnel 18 which had a wall
bulging problem and unable to run trains Tunnel 13 has been a boon dogle since the beginning, tunnel 15 was only suppose to
take 2 weeks and took around 7 weeks | do not have the latest information on tunnel 18

4) Corp doesn't seem to have adequate personnel to complete all of their required maintenance on their track structure as my

Walkway and Clearance Inspector Is consistently finding defective conditrons and reporting them to CORP only to find them not
corrected when he returns

5) The defects found by the T-16 geometry car, Have they all been corrected?

https //webmail2 dot eov/exchange/iohnsoninhn/RAIT ROADS/CORP/CamnhancallINA nraamant /DT 047 </MMNNo
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6) As late as October 18, CORP had a derailment on top of a natural gas pipeline at Dillard causing Roseburg Forest Products
to have to shut down

7) CORP continues to block crossing at Roseburg and blocked a grade crossing in Creswell for approx 1/2 hour by leaving a
train across a mamn street to do some switching operations This may not be track but it does show how they run their business

My thoughts

John

https //webmail2 dot pov/exchange/johnsonjohn/RAILROADS/CORP/Comphance%20Aereement/RE %2 S/7/2008
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AGREEMENT
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AND
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Funds provided under H ECEIVE
Oregon Laws 2001 0CT 09 2002

Chapters 906 and 942
apters an RAIL DIVISION

June 2002
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AGREEMENT

Thes agreement made and entered Info between the State of Oregon, by and through the Oregon
Department of Transportation, hereinafter referred to as "STATE" and the Central Oregon & Pacific Railroad
inc , hereinafter referred to as "CORP*

WHEREAS, the 2001 Session of the Oregon Legislature passed Oregon Laws 2001, Chapter 9505
and 942 (Senate Bill 753 and House Bill 2275, respectively) which provided lottery funds for the rehabilitation
of short line railroads i Oregon;

WHEREAS, the Oregon Transportabon Commission at its June 20, 2002 monthly meeting approved
expenditure of funds under Oregon Laws 2001, Chapter 906 and 9842 to eight short lines in Oregon,
including the Central Oregon & Pacific Railroad; and

WHEREAS, CORP s the owner and operator of a line of railroad between Eugene and Cordes,
Oregon, and

WHEREAS, the rehabiitation of sald railroad meets the cntena set forth in  Oregon Laws 2001,
Chapter 906 and 942, and

WHEREAS, STATE pursuant to authority granted in ORS 824 016 and 824 058 may enter into
agreements for rehabilitation or improvements of rail propertes; and

WHEREAS, state funds are available for accomphshment of the program of rehabilitation descnbed
in Appendix A, and

WHEREAS, CORP s qualified and expenenced in the performance of said work,
NOW, THEREFORE, in order to accomplish sald rehabilitation, the parties do hereby agree as

follows

Section 1
PURPOSE OF AGREEMENT

The purpose of this Agreement 1s to provide for the rehablitation of the Central Oregon & Pacific
Railroad by CORP and to state the terms, conditions and mutual understandings of the parties as to the
manner in which the project wili be undertaken and completed

Section 2
SCOPE OF WORK

CORP will perform or have performed all work necessary to complete the plan to rehabiltate 44
miles of railroad between milepost 719 (Canary) and milepost 763 (Cordes) to permit adequate and efficient
rail freight service as descnbed in Appendix A.

Section 3
SPECIFICATION OF WORK

The work to be completed by CORP will comply with good railroad construction practice
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Section 4
FINANCIAL

The total State cost of this Agreement 1s limited to $300,000. CORP wilt spend an addonal
$300,000 to nstall the matenals purchased with State funds if the actual total cost of the project on
completion exceeds the estmated cost of $600,000 the CORP shall be responsible for all excess costs

STATE will authonze CORP In wnting to begin work and reimbursement will be imited to costs
ncurred after the date of such authonzatgon.

Section 5
PERIOD OF PERFORMANCE

CORP shall commence, carry on and complete the Project with all practicable dispatch, in a sound,
economical and efficient manner upon execution of this agreement

CORP has provided STATE with a schedule contaning the anticipated work for each item to be
performed for such number of months as may be necessary in the opinion of CORP to complete the work in
full In the event of a change in the method or time for performance of any work, the schedule shall be
updated to refiect the present changed circumstances

All work must be completed by June 30, 2003 This agreement will automabcally terminate on June
30, 2003 and no costs incurred after this date will be eligible for reimbursement by STATE.

Neither the payment of any estimate nor of any retained percentage shall relileve CORP of any
obligation to make good any defective work or matenal In the event STATE determunes that any matenal or
workmanship is deficient, CORP shall replace the matenals or correct the workmanship necessary to cure
the deficiency. No STATE funds shall be used to pay for a replacement or correction required underl this

subseclion

Section 8
COSTS

CORP shall be paid for the actual matenals installed by the CORP. STATE shall make penodic
payments to CORP for costs incurred under the agreement m the manner specified 1n Section 24 of this

Agreement

Section 7
CRITERIA FOR COSTS

The costs Incurred by CORP to carry out a common camer light density kne improvement project
are aliowable if they are calculated using a method which is (i) reasonable, (i) based on the intemal
accounting methods used by CORP to determine the costs of activities paid for with its own funds: and ()
consistent with the Uniform System of Accounts for Raillroad Companies (49 CFR Part 1201A[1977],

amended

Section 8
DISCOUNTS AND EXCLUSIONS




CORP shall, to the extent of its ability and consistent with the other provisions of this Agreement,
take all cash and trade discounts, tax exemptions, or other credits in connecton with goods and services
purchased or used on any approved project or task.

Sectlon 9
PROCUREMENT

The method of obtaining goods and services for this Agreement shall be by force account  Such
procurements shall be consistent with sound practice in the railroad industry and reasonably economical

STATE shall have the nght to review and approve CORP's procurement system. All proposed
procurement shall be reviewed by STATE pror to any commitment or purchase.

Section 10
RECORDS AND AUDIT

CORP's cost reconds pertaining o work pald for on a force account basis shall be open to inspection
or audit by representative of STATE dunng the life of the Agreement and for a penod of not less than 3 years
after the final accounting of the Project. Where payment for matenals or labor is based on the cost thereof to
sources other than CORP, CORP expressly guarantees that the cost records of such other sources shall be
open to inspection and audit by representatives of STATE on the same terms and conditions as the cost
records of CORP Copres of the records shall be furnished to STATE upon request and shall be maintained
in accordance with a work order accounting procedure prascnbed by STATE.

CORP shall maintain and make available to STATE any other records which would be necessary to
disclose fully the amount and disposition of funds provided to CORP under tims Agreement and charged to
the approved project or task Charges must be supported by documents evidencing in detail the nature and
propriety of the charges, the total costs of each undertaking for which the assistance was given or used, the
amount of the costs of the undertaking supplied by other sources, and any other books, records and
documents needed for a full and complete venfication of CORP's responsibilities and all payments and
charges under this Agreament.

STATE shall perform the final audtt of this contract no later than 180 days after CORP has
completed work on the project.

Section 11
INSPECTION OF WORK

STATE may place inspection personnel on the work site as it considers necessary Such personnel
shalt monitor and be responsible for certifying that all work 1s in compliance with this Agreement.

For accelerated maintenance, rail faciity construction, rehabihtation or improvement or substiute
service faciites identfied by the STATE as requiring above average expenditures for routne maintenance,
STATE shall inspect the work of CORP {o°

(1) Ensure that it complies with the Agreement's specifications

(2) Venfy quanitatve measures of materials installed, such as tie counts

(3) Venfy labor and matenal charges for contracts providing for payment on an actual costs
basts ("force account work")

(4) Venfy the quantihes of uninstalled matenals pawd for or to be billed under this Agreement
and those materials are secured against damage, theft, or use other than for the approved project
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CORP shall cooperate with STATE in making inspections

Section 12
INVALIDITY

If any part of this Agreement 1s determined to be invalid, illegal, or unenforceable, the determination
does not affect the validity, legality, or enforceability of any other of any other part of this Agreement and the
remaining parts shall be carvied out by each party A provision held to be unenforceable as appled to any
party or circumstance remains applicable to other parties or circumstances

Section 13
OBSERVANCE OF LAWS

CORP at imes shall comply and require #ts subcontractors and employees to comply with federal
and state laws, local laws and ordinances and any regulations which in any manner affect the performance
of this Agreement or are applicable to the work under this Agreement. STATE's performance under this
agreement 1s conditoned upon CORP's compliance with the provisions of ORS 279 312, 279 314, 279 316,
279 320 and 279 555, which are incorporated by reference heren CORP shall indemnify and save
hammless STATE and any agents, officers or employees thereof against any and all clams arising from any
violaton of any such laws, ordinances, or regulations whether such violations are by CORP, its
subcontractors or employees It is recognzed that any information, interpretation or representation of any
laws, regulations or ordinances set forth i this section or elsewhere in this Agreement or specifications takes
no precedent over the law, regulabon or ordinance

CORP shall satisfy itself as to the true construction and content of such laws, regulations and
ordinances on a current basis

CORP agrees to make payment promptiy, as due, to all parsons furishing services, equipment or
supphes to CORP for the performance of work under this Agreement. If CORP fails, neglects or refuses to
pay such claims as they become due, the proper officers of the STATE, after asceriatning that the claims are
just, due and payable, may pay the claims and charge the amount of the payment against funds due or due
to become due CORP under this Agreement The payment of clams in this manner shall not relieve CORP

with respect to any unpaid claims

This Agreement shall be govemed by and construed in accordance with the laws of the State of
Oregon, without regard to pninciples of confiicts of law. Any claim, action, suit, or proceeding befween
STATE and CORP that anses from or relates to this Agreement shall be brought and conducted solely and
exclusively within the Crrcurt County of Manon County for the State of Oregon. CORP, BY EXECUTION OF
THIS AGREEMENT HEREBY CONSENTS TO THE IN PERSONAM JURISDICTION OF SAID COURTS

Section 14
PERMITS AND LICENSES

CORP shall procure all permits and licenses which are necessary and incidental to ts operaton in
the performance of the work and give all notices required by such permits and licenses

Where local ordinances or controliing agency policy prohibits issuance of temporary operations
permits to other than public agencies, STATE will support the CORP’s request for such temporary permit
and will accept the same In its name provided

(1) CORP takes all necessary achon leading to the issuance of the permit.
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(2 Itis determined to be in the public interest.

(3 It apples only to work performed in connection with the subyect Project

4) CORP agrees in wnting to abide by all requirements of the 1ssuing agency and to hold
STATE harmless from any liability in connection with work under the permit, and

(5) STATE will incur no expense in connection with such permit

In transportation of matenals and equipment on public highways, CORP shall comply with applicable
statutes controling traffic and load imitations and the obtaining of necessary permits  This Agreement does
not exempt CORP from compliance with such statutes or to cairy any license of permit for overloads

Section 15
ENVIRONMENTAL PROTECTION

CORP agrees that no facility or equipment shall be acquired, constructed, or improved as a part of
the Project unless the facility 1s equipped fo imit water and air pollution in accordance with all applicable
State and Federal standards CORP further agrees to specifically comply with all the requirements of
sachon 114 of the Clean Air Act, 42 USC 1857C-7-9, and section 308 of the Federal Water Pollution Control
Act, 33 USC 11238, and all regulatons issued thereunder

Section 16
WORKER’'S COMPENSATION

CONTRACTOR ceriifies that it has either quahfied under Sechon 13 of the Radroad Unemployment
Act, as amended, which supersedes and govems over any conflicing State of Oregon Worker's
Compensation statute or the State of Oregon Workers' Compensation Coverage This certfication 1s made
for compliance with ORS 656 029, and Indicates coverage of all employees engaged under this contract by
such Act unless such employars are axempt under ORS 656 1268  CONTRACTOR shall ensure that each of
its subcontractors complies with these requirements

CONTRACTOR shall also obey all state and local laws, ordinances and regulations establishing
safety standards for the protection of employees

Section 17
RESPONSIBILITY FOR WORK

All work and matenal for this Agreement including any extra work, shall be at the sole nsk of CORP
until the entire iImprovement shall have been finally accepted by STATE Any damage o either permanent or
temporary work, utilities, matenals or equipment and plant shall be repaired to the sabsfaction of STATE at
CORP's expense, regardiess of the cause of such damage

The parhes hereto will be excused from performance of any of their respective obligations hereunder
where such performance 1s prevented by acts of God Where one party's obligations are so excused the
other party's obligations shall be correspondingly reduced or adjusted Nothing contained in this section
shall be construed as relieving CORP of responsibility for, or damage resulting from, CORP's own operations
or from his negligence, nor shall CORP be refieved from full responsibilty for malking good any defective
work or materials

STATE bonding requirements will apply to any subcontract in excess of $100,000 If for some reason a bond
was not required, a letter citing justrfication for this decision shall be retained with contract records
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Section 18
RESPONSIBILITY FOR DAMAGE AND INDEMNITY

STATE, and all officers and employees of STATE, including but not Imited to those of the
Department of Transportation shall not be responsible in any manner for any loss or damage that may
happen to the work or any part thereof; for any loss of matenal or damage to any of the matenals or other
things used or employed in the performance of work, for injury to or death of any persons, either workers or
the public, or for damage to the public for any cause which might have been prevented by CORP or its

employees or anyone employed by It

CORP shall be responsible for any liabiity imposed by law for injunes to, or the death of, any
persons or damages to property resulting from any cause whatsoever during its performance of the work, or
before final acceptance, and performs the Project at its own nsk

CORP shall indemnify, save and hold harmless STATE and all officers, employees, and agents of
the State of Oregon, and specifically the Depariment of Transportation, from all claims, suits or actions
brought for injuries to, or death of any persons or damages resulting from construction of the work or in
consequence of any negligence regarding the work, the use of any improper materials in the work, caused in
whole or n part by any act or omission by CORP or its agents or employees dunng performance or at any
time before final acceptance [n add:bon to any remedy authorized by law, STATE, may retain as much of
the money due CORP as deemed necessary o assure indemnification unti disposition has been made of
such suits or claims No officer or employee of STATE shall be personally liable for any acts or failure to act
in connection with the Agreement, it beinyg understood that in such matters they are acting solely as agents of
STATE

CORP shalt bear sole responsibility for damage to completed porbons of the Project and to property
located off the project caused by erasion, siitation, run-off or other related items durnng the construction of the
Project CORP shall also bear sole responsibility for any poliutron of nvers, streams, ground water or other
waters which may occur as a result of construcbon operations

CORP shall protect and preserve from any damage or destruchon all private and public utihes, on
or in the vicinity of the work and from interference with the use of such property, its removal, the damage, or
destruction of which is not required by the terms of the contract

Sectlon 19
INSURANCE

CORP shall, at CORP's expensa, take out and keep in effect dunng the term of this agreement,
Comprehensive or Commercial General Liability Insurance covenng bodily mjury and property damage This
insurance coverage for the ndemnity provided under this agreement and products/completed operations
liability Combined single limit per occurrence shall not be less than $1,000,000 when applicable Each
annual aggregate limit shall not be less than $1,000,000, when applicable

Said insurance policy or policies shall also name the State of Oregon, Department of Transportation,
and its members, officers, agents and employees as parties insured, except as against the named insured,
for claims of the State of Oregon, Depariment of Transportation, and its members, officers, agents and
employees for injury or death to their persons or for damages to any of its or their property it iIs understood
and agreed that this policy shall not terminate or be cancelled by CORP or insurance Company prior to
completion of the contract without first giving 30 day’s wniten notice of intention to terminate or cancel sad
policy to the Director of the Oregon Department of Transportation Said insurance coverage shall be



furmshed and provided at the ime this Agreement is executed CORP shall fumish STATE with a certificate
of insurance covenng the above policy or policies

Sectlon 20
PROHIBITED INTERESTS

No member, officer, or employea of CORP or STATE duning his tenure or for one year thereatter,
shall have any interest, direct or indirect, in this Agreement or the proceeds thereof

CORP certffies that it

(1) Has not entered into within one year bafore the costs are allowable for the project or
tasks, and

(2) Will not enter into while the costs are allowable, any subcontract or other arangement
which may affect a project or task under this Agreement if any officer, key salaned employee, official, or any
member of the immediate family of one of the foregoing has any material interest in the arrangement unless
the arangement has been approved by the State.

CORP shall not extend any loan, gratulty or gift of money in any form whatsoever to any employee
or officer of the State of Oregon.

CORRP shall not assign or attempt to assign any nght, priviiege, obligation or portion of this
Agreement without the pnor wntten consent of STATE. Any assignment of this Agreement or of any portion
thereof without the prior written consent of STATE shall be Ineffective to bind STATE and shall constitute

cause for any termmation of this Agreement

Section 21
TERMINATION

This Agreement may be terminated by mutual consent of both parties, or by STATE upon 30 days
notice In wnting by certified matl or in person. '

In the event that this Agreement is terminated by CORP or through a breach of the terms of this
Agreement by CORP, CORP shall remburse STATE for any payments that have been made pursuant to
this Agreement

STATE may terminate this Agreement effective upon dehvery of wniten notice to CORP, or at such a
later date as may be established by STATE, under any of the following conditions

(1) K for any reason funding from federal, state or other sources is not obtained and contnued at
levels sufficient to allow for purchase of the indicated quantity of services When possible, and when agreed
upon, the Agreement may be modified to accommodate a reduction in funds.

(2) If federal or state regulatons or guideiines are modified or changed in such a way that the
services are no longer allowable or appropriate for purchase under the Agreement

(3) if any license, certificate or bond required by law, regulation, or this Agreement to be held by
CORP to provide the services required by this Agreement is for any reason denied, revoked, or
not renewed

{4) Agreement may be cancelled at any tme that STATE determnes that continuation of the Project
by CORP 1s not in the best interest of STATE
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If any sult, action or proceeding is brought to enforce, or for the breach of, any provision of this
Agreement by either parly, the parties hereto agree that each parly shall be responsible for their own
attomey's fees and costs for commencing and prosecuting such suit, action or proceeding including appeals

Any termination of this Agreement shall be without prejudice fo any obligations or kabilities of ether
party already accrued pnor to such termunation.

STATE by written notice of default (including breach of contract) to CORP may terminate the whole
or any part of this Agreement

(1) if CORP fails to provide services called for by this Agreement within the tme specified here
i or any extension thereof, or

(2) If CORP fails to perform any of the other provisions of this agreement, or fails to pursue the
work as to endanger performance of this Agreement in accordance with ds terms, and after receipt of written
notice from STATE fails to correct such failures within a time as specified in the notice

The nghts and remedies of STATE provided in the above clause relating to defaults (including
breach of contract} by CORP shall not be exclusive and are in addition to any other nghts and remedies
provided by law or under this Agreement.

Failure of STATE to object to violations of any of the provisions of this Agreement shall not be
deemed a waiver by STATE of a subsequent similar breach of STATE's nght to demand strict performance
by CORP of the condttions of this Agreement.

STATE shall not be precluded or estopped by any measurement, estimate, or certificate made elther
before or after the completion and acceptance of the work and payment therefor from showing the true
amount and character of the work performed and matenals furnished by CORP, or from showing that any
such measurement, estimate, or certificate is untrue or incomrecy made, or that the work or matenals do not
conform n fact to the Agreement. STATE shall not be preciuded or estopped, notwithstanding any such
measurement, estimate or certificate, and payment in accordance therewth, from recovenng from CORP
and its sureties such damages as it may sustam by reason of its fatlure to comply with the terms of this
Agreement. Nerther the acceptance by STATE nor any payment for the whole or any part of the work, nor
any extension of time, nor any possession taken by STATE shall operate as a waiver of any portion of this

Agreement or of any power herein reserved or any nght to damages herein provided, or bar recovery of any
money wrongfully or erroneously paid to CORP A waiver of any breach of the Agreement shall not be held

to be a waiver of any other or subsequent breach

Section 22

CERTIFICATION OF COMPLIANCE WITH OREGON TAX LAWS
CORP, swears, affirms or certfies, under penally of penury that, the indwvidual signing on behalf of CORP
has the authonty and knowledge regarding the payments of taxes, and that CORP 1s, to the best of such
indvidual's knowledge, not in violahon of any Oregon Tax laws. (For the purposes of this certfication,
*Oregon Tax Laws” means those programs listed in ORS 305 380{4) which Is incorporated herein by this
reference. Examples include the state inheritance tax, personal income tax, withhokding tax, corporation
income and excise taxes, amusement device tax, imber taxes, cigarette tax, other tobacco tax, 9-1-1-
emergency communications tax, the homeowners and renters property tax relief program and local taxes
administered by the Department of Revenue
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Section 23
CIVIL RIGHTS

CORP certifies that, with regard to assistance provided under this Agreement, it 1s 1n compliance
and will continue during the period in which costs are allowable under this Agreement to comply with the
Oregon Department of Transportation Affirmative Action policy and program

The policy of the Oregon Dapartment of Transportation 1s to provide equal opportunity to all persons
i every aspect of employment, and in participation in and access lo the benefits and services provided
through aciivities, projects and programs within the Department's junsdiction

in afl maiters, the Department will not discriminate against any person because of race, age, color,
sex, religion, national origin, mental or physical handicap, poiitical affiliation, or mantal status

This policy and the Affirmative Action Program established to implement this policy apply fo all who
receive financial assistance from or through the Department

Section 24
PROGRESS PAYMENTS AND CLOSEOUTS

CORP will submit vouchers to the Oregon Department of Transportaion Requests for payments
shafl be submitted to STATE not more frequently than onca per month in the format prascribed by STATE

If STATE's final audit determmnes that the allowable costs exceed the amount that has been paid, it
shali pay CORP the difference, not to exceed the maximum amount owed under the Agreement If STATE
final audit determines that the allowable costs are less than the amount that has been pad, CORP shall
promptly pay STATE the difference

Section 25
MAINTENANCE

The payback period is the period of tme shown to be needed for the public benefits of the project to
equal its public costs The payback period for this project 1s two calendar years beyond the date of the final
inspection by the STATE

CORP agrees to mantain the track for the payback penod of the project.

Maintenance of the Project shall be without any use of STATE funds for at least the payback penod

Section 26
ABANDONMENT, SALE OR CONVERSION

If for the penod dunng wiich there continues a STATE share of assistance for the rehabilitaton or
Improvement of facilities or rall, not to exceed ten (10) years from the date hereof, there 1s a sale, or
disposition of the line, conversion to non-rail freight use, or the filing of an application for abandonment of the
Iine under 49 USC Chapter 109, the STATE share of the net fair market value of the mprovements added to
the kne by CORP pursuant to this Agreement at that time, as established by Section 27 of this Agreement,
shall be compensated to STATE by CORP
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Howaever, If the transferes, pursuant to sale or disposition of improved property agrees to assume CORP's
oblgaton under the Agreement and fo enter into an "Acknowledgement of State Assistance”, under Sechon
27 of this Agreement as if transferee had been the original contractor hereof, the payment need not
immediately occur at tme of sale or disposition, and the obligaton may continue

Sectlon 27
LIENS AND COLLATERAL

CORP agrees to file m the appropnate land records a notice in Appendix (B) to this Agreement, reciting
that the Track descnbed m the Scope of Work("Track™) was improved or installed with STATE assistance
and ts use and disposition are subject to the terms of this agreement

Removal of the "Acknowledgement of State Assistance, and satisfaction of the first lien on the Track, may
be obtained at the end of the term specified In Section 26 hereof

CORP will grant the STATE a first hen on the Track and CORP may grant a second lien thereon CORP
will not allow any liens or impaiments to the title of the Track to be placed on the Track

Said "Acknowledgement of State Assistance™ must be signed and recorded In
the appropnate county deed records pnor to STATE incumng any obligation

to reimburse CORP for any costs hereunder and pnor to any payments actually
being made

The provisions of this section shall remain in force for the duration of the time penod specified in Section
26 and any hens or restrictions ansing hereunder shall automatically terminate and cease to be effective

upon the expiration of said period

Section 28
AMENDMENTS

This agreement and any provisions hereof shall not be waived, altered, modrfied, supplemented or
amended in any manner whatsoever without pnor wntten agreement of the parhes

Section 29
MERGER CLAUSE

This Agreement constitutes the entire agreement between the parties on the subject matter hereof
There are no understandings, agreements, or representations, oral or wniten, not specified herein regarding
this Agreement No waiver, consent, modification or changer of terms of this Agreement shall bind erther
party unless in writing and signed by both parties and all hecessary STATE approvals have been obtained
Such waver, consent, modification or change, if made, shall be effective only in the specific instance and for
the specific purpose given Failure of STATE to enforce any provision of tius Agreement shall not constitute
a wawer by ODOT or that of any other provision

This agreement was approved by the Oregon Transportation Comnussion at its regular June 20,
2002 meeting, at which time the Director was authonzed and directed to sign said agreement for and on
behalf of the Comnussion

IN WITNESS WHEREOF, the parhes hereto have executed this agresment as of this day and year first
above wntten

10



APPROVED AS TO / / 7/
LEGAL SUFFICIENCY by é . Ao

Assistant Attomey General, State of Oregon

Y zia
Date
For STATE OF ORE , Dep Tra rtato
an £
Na
DIRECTOR P-/lc-0

Titie Date

For ~ CENTRAL ORE RAILR

?:" tbonnad My 42
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APPENDIX A
SCOPE OF WORK

Purchase 10,000 ties at $22 each and 10,000 cubic yards of ballast for installation between mile post 749 at
Canary and mile post 783 at Cordes CORP will be responsible for the nstallation of the materials
purchased with State funds.

oraft of Juoe 20, 2002
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APPENDIX B
ACKNOWLEDGEMENT OF STATE
FINANCIAL ASSISTANCE



ACKNOWLEDGEMENT OF STATE FINANCIAL ASSISTANCE

The property indicated on the attached map 1s railroad nght-of-way owned Railroad by the Central
Oregon & Pacific Rairoad and was mmproved with financial assistance from the Oregon Department of
Transportaton under an agreement befween the Department and the CORP Railroad Such assistance was
granted by the Oregon State Legislative Assembly at its regular 2001 session in Oregon Laws 2001,
Chapters 906 and 942

The above agreement provides for state funds to be used for the rehabilitation of the rairoad ime
owned by the Central Oregon & Pacific Railroad as so indicated on the attached map The use and
disposition of said properly Is subject to the terms of the above agreements, a copy of which may be
obtained from the Director, Oregon Departmentof Transportation, Room 135, Transportation Bulding, Salem
Oregon 97301

Title

Central Oregon & Pacific Ralroad

SUBSCRIBED and SWORN before me ths__' 12 day of (DT OSER 2008 2.

NOTARY PUBLIC FO REGON

My commission expires: QU Ud 24’ 1 Z %@

BORAMN L JACKSON §

%\ DE
() oo
§\3 Y COMMSTION EXPRES JAT 28 2006




MAP SHOWING LOCATION
OF IMPROVEMENTS
TO THE
CENTRAL OREGON & PACIFIC RAILROAD

Unson Pacific
to Portland
A

Noti Eugene

Canary

Reedsport

Unien Pacific
fo
Klamath Falls

Cordes CORF

Coos Bay Roseburg

Coquille

Funds provided under Oregon Laws 2001,
Chapters 906 and 942.
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RAIL DIvISION

LF136-04

CLAIM OF LIEN

State of
County of w Ss ﬁm /g ;w,z,(vw)
|
Before me, the undersigned Notary Public, personally appeared M

(Delete One)

E : ﬁ who duly sworn says that he 15 (the lienor herem) (the agent of the Lienor hcrem)
To: 2%%»7‘ /WJJZ}-»L (4t &/ me,

(Lienor’sé&{ame)

whose address is ,5:5 ASH&‘MG‘M?7W-;(/77

and that in accordance with a contract with (£
3 )

lhienor fumished labor, services or materials consisting of (Describe specially fabneated matenals separately)[

@MK%&_%’_&M%%

on the followmg bed real property in County,

State of

cibe real property sufficiently for 1dentification, mcludmg street and number, 1fk'nown . o,
22“52ﬂ4%223249x?§?,zQ%ﬁZ%;up/ﬁaaaug)
/ﬁ/nf 765 (Aers Bend ) 2o Chos Chenly™

© 1992-2001 E-Z Legal Forms, loc Page | Rev) 0301
This product does not constitute the rendenng of lagal advice or services 'nu:pruducmmundedlonn[ommnonlluuonlymduuoumbsmmforlegll

advice State laws vary, so consult an antorney on all legal matiers This product was not necessanly prepared by a pezson licensed lo practice Jaw 10 your state



L_ﬂ_,,ua-wun.:, LulULiLE - 7iUTAL $50,00
TeRRI L. TURI, COOS COUNTY CLEAK uf’%z?@ggﬁ #2002218962

Dollars

(S_ﬁg_ga___) of which there remans unpaid $__.30_/_ ,and
furnushed the first of the items on ﬁ@u /S # , 83 (yew) and the last of the
items on E.zLé é (yelr) and (of ﬂ7hm 18 claimed by one not in

privity with the owner) that the lienor served hus notice to owner on /y 4_
—_ (yea) by /V/ fum
(Method &F Service)
and, (1f required) that the henor served copies of the notice on the contractor on /LI/Z/’
(yeaz), by , and on the subcontractor
{Method of Service)
on . (year), by
{(Method of Service)

Staté of Géegon }
Countyof * 1(YWharien

On W/2LAa before me, .
appeared Eduncd £, rems)

personally known to me (or proved to me on the basis of satsfactory evidence) to be the person(s) whose name(s)
18/are subscribed to the within mstrivmén and acknowledged to me that he/she/they executed the same in his/her/thewr
authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or the entity upon
behalf of which the person(s) acted, executed the instrument.

WITNESS my haad and official seal

Signature___oolomclos (o debbaonal

Signature of Notary Affiant ____ Known_____ Produced ID
. Type of ID,

(Seal)

~ OFFICIAL SEAL . -}
LINDA WILLIAMS

NOTARY PI BLIC - OREGON({
COMMISS (ON &0 345?94"
mmmesmvzr 005y

Page2
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Sectlon 4
FINANCIAL

The total State cost of this Agreement 1s limited to $300,000 CORP will spend an additional
$300,000 to install the matenals purchased with State funds If the actual total cost of the project on
completion exceeds the estimated cost of $600,000 the CORP shall be responsible for all excess costs

STATE will authorze CORP in wnting to begin work and reimbursemant wilt be kmited to costs
incurred after the date of such authornzation

Section 8§
PERIOD OF PERFORMANCE

~

CORP shall commence, carmry on and complete the Project with all practicable dispatch, i a sound,
economical and efficient manner upon execution of this agreament

CORP has provided STATE with a schedule containing the anticipated work for each item to be
performed for such number of months as may be necessary n the opinion of CORP to complete the work mn
full In the event of a change in the method or time for performance of any work, the schedule shall be
updated to reflect the present changed circumstances

All work must be completed by June 30, 2003  This agreement will automatically terminate on June
30, 2003 and no costs incurred aftar this date will be eligible for reimbursement by STATE

Neither the payment of any estmate nor of any retained percentage shall relieve CORP of any
obhgaton to make good any defective work or materiat in the event STATE determines that any matenal or
workmanship is deficient, CORP shall replace the matenals or correct the workmanship necessary to cure
the deficiency No STATE funds shall be used to pay for a replacement or correction required under this

subsection

Section 6
COSTS

CORP shall be paud for the actual matenals mstalled by the CORP. STATE shall make pencdic
payments to CORP for costs incurred under the agreement m the manner specrfied in Section 24 of this

Agreement

Section 7
CRITERIA FOR COSTS

The costs incurred by CORP to carry out a common camer ight density line improvement project
are allowable if they are calculated using a method which is (1) reasonable, (u} based on the intarnal
accounting methods used by CORP to determine the costs of activibes paid for with its own funds: and (u)
consistent with the Uniform System of Accounts for Railroad Companies (49 CFR Part 1201A[1977),

amended

Saction 8
DISCOUNTS AND EXCLUSIONS

osafe of Juna 20, 2002
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APPENDIX A

j./ SCOPE OF WORK

!

Purchase 10,000 ties at $22 each and 10,000 cubic yards of ballast for installation between mile post 719 at
Canary and mile post 763 at Cordes CORP will be responsible for the installation of the matenals
purchased with State funds

13



STATE OF OREGON INTEROFFICE MEMO

Department of Transportation
RAIL DIVISION

555 13th St, NE, Suite 3

Salem, Oregon 973014179

Date 0ctober21 2003 _

To: Ed Iimmel
From: Bob Melbo

Subject: Inspection of SB 753 Project on CORP’s Coos Bay Line

On October 1 7" | made a hirail inspection of those portionis of Central Oregon
& Pacific Rallroad's Coos Bay Line that have been |mproved by a SB 753 grant
and proposed for‘improvement by a second' requésted grant.

By way of review, CORP originaily asked for a $600,000 grant to install
20,000 new ties and 20,000 cubic yards of ballast over 44 miles of railroad
between Canary and North Bend. They were awarded half the requested
amount, resulting in a reduced project of 10,000 ties and 10,000 cubic yards of
ballast applied over 19 miles from approximately MP 721 near Canary to MP 740
at Reedsport. CORP envisioned purchasing 10,000 7°x8°x81/2' hardwood ties
for $22 each,; in reality it purchased 9,575 7°x0"x81/2' ties costing $30.36 apiece.

The inspection commenced at Reedsport near MP 740. At approximately MP
725 5 east of Ada we encountered the tamper and regulator of the contractor
finishing out surfacing work toward Canary, about five miles distant.

Between MP 740 and MP 725.5, the ralroad was much improved from my
last inspection before the project was authonzed and Roadmaster Underwood
said he planned to raise it to Class 2 for 25 MPH freight speed. Although the
project averaged about 500 ties per mile the ties were installed heavier in some
areas and lighter in others, depending upon the situation. Ballast had been
added more or less uniformly and the surfacing work was of good quality
throughout the area finished.

New ties were easily distinguishable from most of the existing tie population
because of their extra six-inch length, although some 86" ties had been installed
by Southern Pacific in the last years it operated the branch. Upon closer
inspection the new ties really stood out because of their 8-inch width, the only



ties of this dimension under the track The comparison is starthng; the new ties
appear much meatier compared to their older companions. You would not think
one inch of extra width wouid be so dramatically obvious.

Tie installation is complete through to Canary and most of the ballast has
been distributed. Underwood stated he was expecting three or four more
carloads of ballast to complete the project and the surfacing contractor will stick
with the task until done.

Upon armival Canary we got off the track and drove to Cordes. We then
hirailed from that point to Reedsport, 25 miles, to view the main section for which
CORP is requesting SB 753 funds in 2004. CORP has asked for $418,000 to
purchase 10,000 more ties (at $32 each) and 10,000 cubic yards of ballast. Six
thousand five hundred ties would be installed between Cordes and Reedsport
while the remainder would be applied to a four-mile stretch between MP 670 and
674 between Vaughn and Richardson.

Between Cordes and Reedsport the line 1s designated Class 1 and 10 MPH
for freight In deference to poor tie condition, aithough some stretches are good
enough to meet Class 2 specifications However, the district is so chopped up
by slow orders that taking advantage of the better parts for faster running is
impossible. Deteriorated ties were clearly noticeable, worse in some stretches
and better in others, with overall tie renewal averaging 260 per mile over the 25
miles.

We did not have time to hirail the four miles near Vaugh but Roadmaster
Underwood said that tie condition there was considerably worse. Here, CORP
plans to install an average of 875 ties per mile, 3,500 in all, If the project is
approved in full.

If granted, the state’s $419,800 will be spent for ties and ballast and CORP
will match this amount equally with costs of installation, material distribution,
surfacing, crossing and turnout work and drainage improvements, resulting in a
total capital outiay of $838,000.




Department of Transportation
Rail Division

555-13" Street NE-Suite 3

Salem, OR 97301-4179

Telephone 503-986-4321

FAX 503-986-3183

June 12, 2003 TTY 503-986-3416

DAN LOVELADY, GENERAL MANAGER File Code

CENTRAL OREGON & PACIFIC RAILROAD INC
333 SE MOSHER ST
ROSEBURG OR 97470

Re: State of Oregon Track Rehabilitation Grant to CORP

This letter refers to the grant agreement executed October 7, 2002, between the State of Oregon,
by and through its Department of Transportation, and Central Oregon & Pacific Railroad, Inc.,
providing $300,000 for the purchase of approximately 10,000 ties and 10,000 cubic yards of
ballast for CORP to install between Milepost 719 and Milepost 763 on the rail line connecting
Coos Bay and Eugene, Oregon.

According to our records to date, CORP has spent $290,697 of the grant, and there remains

a balance of $9,303 to be used. The Acts that provided these funds (Senate Bill 753 and
House Bill 2275, respectively) were passed by the 2001 Legislature to be effective during the
2001-2003 biennium, which ends June 30, 2003. Any project expenses incurred after June 30,
2003, will be ineligible for reumbursement under this grant agreement. Therefore, it is
imperative that CORP order any remaining project materials and/or complete installation
before the end of June in order to not lose the remaining grant funds

If you have any questions or concemns, please call Ed Immel, State Rail Planner, at
(503) 986-4129 or me at (503) 986-4137.

Robertl Melbo I

Rail Planner
(503) 986-4137

Form 735-9203 {1-03) &%



Oregon Jepartment of Transportation
Rail Division

John A Kitzhaber, M D, Governot 555-13" Street NE-Suite 3
Salem, OR 97301-4179

Telephone (503) 986-4321

FAX (503) 986-3183

TTY (503) 986-3416

June 5, 2002
Rall Diviston

(503) 985-4129
Dan Lovelady File Code' Fax (503) 686-3183
Central Cregon & Pacific Railroad edward e Inmel@ODOT
333 S £ Mosher state OR US
Rosebug Oregon 97470
Re Grant Agreement Flle Coda R 18-42

The last session of the Oregon Legsslature made available $2 million i lottery funds to be used for the
rehabilitation of short lines in Oregon The distnbution of these funds was discussed at the last meeting of
the Oregon Short Line Railroad Association and applications were requested from the short line railroads
in the state

The applications requested funding for projects that totaled $3 2 milion Obwiously, not all of the projects
could be fully accommodated. In same cases, railroads requested several projects and staff was able to
select one that would fit within the funding imitattons  The recommendations also permitted each railroad
to share in the funding available

The Rail Division has forwarded its recommendations to the Oregon Transportation Commuission for thewr
approval at their June 20™ meeting n La Grande Your onginal request for $600,000 would have
consumed, almost 30% of the funding available and would have severly hmited the funds available to the
other short lines " Therefore, it has been recommended to the OTC that CORP receive $300,000,in State
funds to install bes between Canary and North Bend Attached is a draft contract for your review

Please review the draft contract and get back to me with any changes and/or recommendations You may
appear before the Oregon Transportabon Commission at their June 20™ meeting if you feel that your
project was treated unfairly by the Rail Division's recommendations to the OTC

Trufy yours,

e

State Rail Planner

Enclosure

Form 735-9203 (4-02) N
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555 13th Street NE, Suste 3
Theodore R Kulongoska, Govemor Salem, OR 973014179

Telephone (503) 986-4321
FAX (503) 986-3183
TTY (503) 986-3416

February 10, 2005

(503) 9864137
File Code. Fax (503) 886-3183

Robert | Malbo®0DOT
state OR US

Dan Lovelady

Central Oregon & Pacific Rairoad
333 S E Mosher Street
Roseburg, Oregon 97470

Re Infrastructure Improvement Agreement

Enclosed for your file 1s one fully executed copy of the agreement providing Oregon Short Line Radroad
Rail Infrastructure Improvement Program funds to assist in the rehabilitation of the Coos Bay line of your
raiffroad Your receipt of this agreement will constitute our notice to proceed and incur costs for your Coos
Bay project No further authonzation is necessary on our part

Several things need to be noted

1 The "Acknowledgement of State Financial Assistance™ needs to be filed with the county in
which the work will take place before any actual work is underway Please send me a
copy of this filing

2 The work Is compensated on a progress billing method You incur the onginal costs and,
then bill us If you purchase items in bulk, such as ties, bill these all at one ime and not
when the tes are actually put into the ground. Labor and equipment shouid be billed as
they occur. Contractor's invaices should contain sufficient documentation to clearly
identfy tems or services purchased

3 Via telephone or emalil, please let me know when actual work has started We have an
obligation under the contract to conduct regular mnspechons of all projects

Truly yours,

Bob Melbo
State Rail Planner

Enclosure

Form 735-9203 (03-04) i



AGREEMENT

This agreement made and entered into between the State of Oregon, by and through the Oregon
Department of Transportation, heremnafter referred to as "STATE" and the Central Oregon & Paclfic Railroad,

hereinafter referred to as "CORP”".

WHEREAS, the 2003 Sesslon of the Oregon Legislature provided lottery funds for the rehabilitation
of short line raifroads In Oregon under Oregon Laws 2003, Section 5, Chapter 732 and Section 6 (3)
Chapter 741, and

WHEREAS, the Oregon Transportation Commission at its July 15, 2004 monthly meeting approved
expenditure of funds under Oregon Laws 2003, Section 5, Chapter 732 and Section 6 {(3) Chapter 741 to
eight short lines in Oregon, including the Central Oregon & Pacific Rallroad; and

WHEREAS, CORP Is the owner of a line of railroad between Eugene and Cordes, Oregon; and

WHEREAS, the rehabilitation of said railroad meets the critena set forth n Oregon Laws 2001,
Chapter 908 and 942, and

WHEREAS, STATE pursuant to authority granted in ORS 824 016 and 824.058 may enter into
agreements for rehabiltation or iImprovements of rail properties; and

WHEREAS, state funds are avaidable for accomplishment of the program of rehahditatton descnbed
in Appendr A; and

WHEREAS, CORP is qualified and experienced in the performance of said work;

NOW, THEREFORE, in order to accomplish sald rehablitation, the parbes do hereby agree as
follows:

Section 1
UR #) EEME!

The purpose of this Agreement is to provide for the rehabilitation of the Central Oregon & Pacific
Railroad by CORP and to state the terms, conditions and mutual understandings of the parties as lo the
manner in which the project will be undertaken and completed.

Section 2
SCOPE OF WORK

The project will install approximately 15,000 ties and place about 10,000 cubic yards of ballast
between MP 686 near Richardson to MP 688 near Swisshome and MP 740 near Readsport and MP 765
near North Bend fo permit adequate and efficient rail freight service as described in Appendix A

on 3
SPECIF| 1ON OF WORK

The work to be completed by CORP will comply with good railroad construction practice

Section 4
FINANCIAL

Draft of September 20, 2004



The total Stats cost of this Agreement is imited to $400,000. The CORP will coninbute an addtionat
$400,215 n rallroad funds to install the materials paid for by the state. If the actual total cost of the project on
completion exceeds the estimated cost of $800,215 the CORP shall be responsible for ali excess costs. In no
case will the contnibution of STATE excead $400,000.

STATE will authorize CORP In writing to begin work and reimbursement will be Imited to costs
incurrad after the date of such authonzation.

Section §
PERIOD OF PERFORMANCE

CORP shall commence, carry on and complete the Project with all practicable dispatch, in a sound,
economical and efficient manner upon execution of this agreement.

CORP has provided STATE with a schedule containing the anticipated work for each item to be
performed for such number of months as may be necessary i the opinion of CORP to complete the work in
full. In the event of a change in the method or time for performance of any work, the schedule shall be
updated to reflect the present changed circumstances.

All work must be completed by June 30, 2005.. This agreement will automatically terminate on June
30, 2005 and no costs incurred after this date will be eliglble for rembursement by STATE.

Neither the payment of any estimate nor of any retained percenlage shall reheve CORP of any
obligation to make good any defective work or material. In the event STATE determines that any matenal or
workmanship is deficient, CORP shall replace the materials or correct the workmanship necessary to cure
the deficiency No STATE funds shall be used to pay for a replacement or comection required under this

subsaction

COSTS

CORP shall be paid for the actual matenals installed by the CORP  STATE shall make penodic
payments to CORP for costs incurred under the agreement in the manner specified in Section 24 of this
Agreement

Section 7
CRITERIA FOR COSTS
The costs incurred by CORP to carry out a common carrier light density fine improvement project are
allowable if they are calculated using a method which Is (1) reasonable, (i) based on the intemal accounting

methods used by CORP {o determine the costs of activittes paid for with its own funds: and (jif) consistent
with the Uniform System of Accounts for Railroad Companies {49 CFR Part 1201A[1977], amended

Section 8
DISCOU D EXC NS

CORP shall, to the extent of its ability and consistent with the other provisions of this Agreement,
take all cash and trade discounts, tax exemptions, or other credits in connection with goods and services
purchased or used on any approved project or task

Section 8
PROCUREMENT

Dratt of Sepramber 30, 3004



The method of oblaining goods and services for this Agreement shall be by force account  Such
procurements shall be consistent with sound practice in the raiiroad industry and reasonably economical

STATE shall have the right to review and approve CORP's procurement system. All proposed
procurement shall be reviewed by STATE prior to any commitment or purchase,

n1
RECORDS AND AUDIT

CORP shall notify STATE when all aspects of the project have been completed STATE shall perform a final
project mspection within 80 days of notification. This inspection shall list any deviations from the scope of
work and establish a time frame for rectffication of these deviations

STATE shall perform a final financial audit of this contract no later than 180 days after STATE has
conducted a final project Inspaction and all deviations noted in the final mspection have rectified.

PTOB 's cost records pertaining to work paid for on a force account basis shall be open o inspection
or audit by representative of STATE dunng the Iife of the Agreement and for a period of not less than 3 years
after the final accounting of the Project. Where payment for matenals or labor 15 based on the cost thereof to
sources other than CORP , CORP expressly guarantees that the cost records of such other sources shall be
open to nspection and audit by representatives of STATE on the same terms and conditions as the cost
records of CORP Coples of the records shall be furished to STATE upon request and shall be mamntained
in accordance with a work order accounting procedure prescribed by STATE.

CORRP shall maintain and make available to STATE any other records which would be necessary to
disclose fully the amount and disposition of funds provided to CORP under this Agreement and charged to
the approved project or task. Charges must be supported by documents evidencing in detail the nature and
propriety of the charges, the total costs of each undertaking for which the assistance was given or used, the
amount of the costs of the undertaking supplted by other sources, and any other books, records and
documents needed for a full and complete venfication of CORP 's responsibilities and all payments and
charges under this Agreement.

Section 11
INS ON OF WORK ,

STATE may place inspection personnel on the work site as it considers necessary Such personnel
shall monitor and be responsible for certifying that all work is in compllance with this Agresment.

For accelerated maintanance, rail facllity construction, rehabilitation or improvement or substitute
service facilities identified by the STATE as requiring above average expenditures for routine maintenance,
STATE shall nspect the work of CORP to:

(1) Ensure that it complies with the Agreement's specifications.

(2) Verify quantitative measures of matenals installed, such as tie counts
(3) Verfy labor and material charges for contracts providing for payment on an actual costs

basis ("force account work™)

(4) Venfy the quantities of uninstalled matenals paid for or to be billed under this Agreement and
those materials are secured against damage, theft, or use other than for the approved project

CORP shall cooperate with STATE In making inspections.
Section 12

oeafe of Sepresber 20, 1004



INVALIDITY

If any part of this Agreement Is determined to be invalid, llegal, or unenforceable, the detesmination
does not affect the valkity, legality, or enforceabliity of any other of any other part of this Agreement and the
remaining parts shall be camed out by each party. A provision held to be unenforceable as applied to any
party or circumstance remains applicable to other parties or circumstances.

Section 13
0B WS

CORP at times shall comply and requure its subcontractors and employees to comply with federal
and stats laws, local laws and ordinances and any regulatons which in any manner affect the parformance of
thus Agreement or are applicable to the work under this Agreement, STATE's performance under this
agreemant s condiboned upon CORP's compliance with the provisions of ORS 279,312, 279 314, 279 316,
279 320 and 279.555, which are Incorporated by reference herein. CORP shall indemnify and save harmless
STATE and any agents, officers or employees thereof agalnst any and all clams ansing from any violaton of
any such laws, ordinances, or regulations whether such violations are by CORP, its subconftractors or
employees It is recognized that any information, interpretation or representation of any laws, regulatons or
ordinances set forth in this section or elsewhere in this Agreement or specifications takes no precedent over
the law, regulation or ordinance

CORP shall satisfy itself as to the true construction and content of such laws, regulations and
ordinances on a current basis

CORP agrees to make payment promptly, as due, {o all persons fumishing services, equipment or
supplies to CORP for the performance of work under this Agreement. if CORP fails, neglects or refuses to
pay such claims as they become due, the proper officers of the STATE, after ascertaining that the clams are
just, due and payable, may pay the claims and charge the amount of the payment against funds due or due
to become due CORP under this Agreement. The payment of claims in this manner shall not relieve CORP

with respect to any unpaid clams.

This Agreement shall be governed by and construed in accordance with the laws of the State of
Oregon, without regard to principles of confiicts of law. Any claim, action, surt, or proceeding beftween
STATE and CORP that anses from or relates to this Agreement shall be brought and conducted solely and
exclusively within the Circuit County of Marion County for the State of Oregon CORP, BY EXECUTION OF
THIS AGREEMENT HEREBY CONSENTS TO THE IN PERSONAM JURISDICTION OF SAID COURTS

Section 14
PERMITS AND LICENSES

CORP shall procure all permits and licenses which are necessary and incidental to its operation in
the performance of the work and give all notices required by such permits and licenses

Where local ordinances or controlling agency policy prohibits issuance of temporary operations
permits to other than public agencles, STATE will support the CORP's request for such temporary permit and
will accepl the same In its neme provided:

{1) CORP fakes all necassary action leading to the issuance of the pgrmit

(2 It is determined to be in the public interest,

(3) it applies only to work performed in connection with the subject Project.

{4) CORP agrees n wnting fo abide by all requirements of the issuing agency and to hold
STATE harmless from any kability in connection with work under the permit, and

(5 STATE will ncur no expense in connection with such permit.

Dzafr of Septesbar 20, 2004



In transportation of matenals and equipment on public highways, CORP shall comply with applicable
statutes controlling traffic and load limitatlons and the obtaining of necessary permits This Agreement does
not exempt CORP from compliance with such statutes or to carry any license of permit for overioads

Section 15
ENVIRO R ON

CORP agrees that no facility or equipment shall be acquired, constructed, or improved as a part of
the Project unless the facility 1s equipped to imit water and alr poliution in accordance with all applicable State
and Federal standards CORP further agrees to specifically comply with all the requirements of secticn 114
of the Clean Air Act, 42 USC 1857C-7-9, and section 308 of the Federal Water Polluton Control Act, 33 USC

11238, and all ragulations Issued thereunder.

Section 16
WORKER'S COMPENSATION

CONTRACTOR certifies that it has either qualified under Section 13 of the Radroad Unemployment
Act, as amended, which supersedes and govems over any conflichng State of Oregon Worker's
Compensation statute or the Stale of Oregon Workers' Compensation Coverage. This certification is made
for comphance with ORS 656 029, and Indicates coverage of all employees engaged under this contract by
such Act unless such employers ara exempt under ORS 656 126. CONTRACTOR shall ensure that each of

its subcontractors complies with these requirements.

CONTRACTOR shall aiso obey all state and local faws, ordinances and regulations estabiishing
safety standards for the protection of employees.

Section 17

FOR WORK

All work and matenal for this Agreement including any extra work, shall be et the sole rnisk of CORP
until the entire iImprovement shall have been finally accepted by STATE Any damage to ether permanent or
temporary work, utilities, materials or equipment and plant shall be repaired to the satisfaction of STATE at
CORP’s expenss, regardiess of the cause of such damage

The parties hereto will be excused from performance of any of thelr respectiva obligations hereunder
where such performance Is prevented by acts of God Where one party's obligations are so excused the
other party's obligations shall be correspondingly reduced or adjusted Nothing contained In this section shaf!
be construed as relieving CORP of responsibiity for, or damage resulting from, CORP’s own operations or
from his negligence, nor shall CORP be relieved from full responsibliity for making good any defective work
or maternals.

STATE bonding requirements will apply to any subcontract in excess of $100,000. If for some reason a bond
was not required, a letier citing justification for this decision shall be retained with contract records.

Section 18
PONSIBI FOR DAMAG D INDE

STATE, and all officers and employees of STATE, Including but not limited to those of the
Department of Transportation shall not be responsible in any manner for any loss or damage that may
happen to the work or any part thereof, for any loss of material or damage to any of the matenals or cther
things used or empioyed In the performancs of work, for injury to or death of any persons, either workers or
the public; or for damage to the public for any cause which might have been pravented by CORP or its

employees or anyone employed by it

Drafe of Saprasher 20 X004



CORRP shall be responsible for any liability imposed by law for injurles to, or the death of, any
persons or damages to property resulting from any cause whatsoaver during its performance of the work, or
before final acceplance, and performs the Project atits own nsk. -

CORP shall indemnify, save and hold harmlass STATE and all officers, employees, and agents of
the State of Oregon, and specifically the Department of Transportation, from all claims, suits or actions
brought for Injunes to, or death of any persons or damages resulting from construction of the work or in
consequence of any negligence regarding the work, the use of any improper matenals In the work, caused in
whole or in part by any act or omission by CORP or its agents or employees during performance or at any
time before final acceptance [n addiion to any remedy authorized by law, STATE, may retain as much of
the money due CORP as deemed nacessary to assure indemnification until disposition has been made of
such suits or claims. No officer or emplayee of STATE shall be personally liable for any acts or fallure to act
in connection with the Agreement, it being understoed that n such matters they are acting solely as agents of
STATE

CORP shall bear sole responsibility for damage to completed portions of the Project and to property
located off the project caused by erosion, siltation, run-off or other related items during the construction of the
Project CORP shall also bear sole responsibiity for any poltution of rivers, streams, ground water or other
waters which may occur as a result of construction operations

CORP shall protect and preserve from any damage or destruchon all private and public utities, on or
in the vicinity of the work and from interference with the use of such property, its removal, the damage, or
destructon of which i1s not required by the terms of the contract

Notwithstanding the foregoing defense obligations, neither CORP nor any attorney engaged by
CORP shall defend any clam i the name of the State of Oregon or any agency of the State of Oregon or
any of its agencies without the prior written consent of the Oregon Aftomey General. The State of Oregen
may, at anytime at its election assume its own defense and setiement in the event that it determines that
CORP I1s prohibited from defending the State of Oregon, or that CORP is not adequately defending the State
of Oregon's interest, or that an important govemmental principle is at 1ssue or that it is in the best interests of
the State of Oregon to do so. The State of Oregon reserves all rights to pursue any claims it may have
CORP If the State of Oregon elects to assume It own defence.

Section 19
Mm ]

CORRP shall, at CORP’s expense, take out and keep in effect during the term of this agreement,
Comprehensive or Commercial General Liability Insurance covenng bodily injury and property damage. This
insurance coverage for the indemnity provided under this agreement and products/completed operations
liability. Combined single imit per occurrence shall not be less than $1,000,000 when applicable. Each
annual aggregate imit shall not be less than $1,000,000, when applicable

Said insurance policy or policies shall also name the State of Oregon, Depariment of Transportation,
and ts members, officers, agents and employees as parties insured, excep! as against the named msured,
for clams of the State of Oregon, Department of Transportation, and its members, officers, agents and
employeses for injury or death to their persons or for damages to any of its or their property. It is understood
and agreed that this policy shall not terminate or be cancelted by CORP or Insurance Company prior to
completion of the contract without first giving 30 day’s written nofice of intention to termmate or cancel sad
policy to the Director of the Qregon Department of Transportation Sald insurance coverage shall be
fumished and provided at the time this Agreement is executed CORP shall fumish STATE with a certficate

of insurance covenng the above policy or policles

on
PROHI D INTER

Draft of Ssptasbéx 20, 2004



No member, officer, or employee of CORP ar STATE during his tenure or for one year thereatfter,
shall have any interest, direct or indirect, in this Agreement or the proceeds therecf.

CORP certifigs that it:

{1) Has not entered into within one year befare the costs are ellowable for the project or
tasks, and

(2) will not enter Into while the costs are allowable, any subcontract or other arrangement
which may affect a project or task under this Agreement if any officer, key salaried employee, official, or any
member of the Immediate family of one of the foregoing has any material interest in the arrangement unless
the amangement has been approved by the State.

CORP ghall not extend any loan, gratusty or gift of money In any fom whatsoever to any employee or
officer of the State of Oregon.

CORP shall not assign or attempt to asskyn any right, privilege, cbligation or portion of this
Agreement without the prnior written consent of STATE. Any essignment of this Agreement or of any portion
thereof without the prior written consent of STATE shall be Ineffective to bind STATE and shall constifute
cause for any termination of this Agreement

Section 21
TERMINATION

This Agreement may be terminated by mutual consent of both parties, or by STATE upon 30 days
notice in wntng by certified mail or in person.

In the event that this Agresment is termmated by CORP or through a breach of the terms of this
Agreement by CORP, CORP shall reimburse STATE for any payments that have been made pursuant to
this Agreement

STATE may terminate this Agreement effective upon delivery of written notice to CORP, or at such a
later date as may be estabfished by STATE, under any of the following conditions.

(1} If for any reason funding from federal, state or other sources is not obtained and continued at
levels sufficient, as determined by ODOT in the exercise of its reasonable administrative discretion, to aflow
purchase of the Indicated quantty of services When possible, and when agreed upon, the Agreement may
be modified to accommodate a reduction in funds.

(2) Iffederal or state regulations or guidehines are modified or changed in such a way that the

services are no longer allowable or appropriate for purchase under the Agreement

(3) If any license, certificate or bond required by law, regulation, or this Agreement to be held by

CORRP to provide the services required by this Agreement is for any reason denied, revoked, or
not renewed.

(4) Agreement may be cancelled at any time that STATE determines that continuation of the Project
by CORP is not In the best interest of STATE,

if any suit, acton or proceeding Is brought to enforce, or for the breach of, any provision of this
Agreement by either party, the parties hereto agree that each party shall be responsible for their own
attomey's fees and costs for commencing and prosecuting such suit, action or proceeding including appeals

Any termination of this Agreement shall be without prejudice to any obligations or liabilities of either
party already accrued prior to such termination

Drafe of Bspresbar 20 2904



STATE by writtsn notice of default (inciuding breach of contract) to CORP may terminate the whole
or any part of this Agreement’

(1) If CORP fails to provide services called for by this Agreement withun the time specified here
in or any extension thereof: or

(2) If CORP falls to parform any of the other provisions of this agreement, or fails to pursue the
work as to endanger performance of this Agreement in accordance with its terms, and after receipt of written
notice from STATE fails to comrect such faiures within a tme as specified In the notice

The rights and remedies of STATE prowided in the above clause relating to defautts (including
breach of contract) by CORP shall nol be exclusive and are in addition to any other nghts and remedies
provided by law or under this Agreement.

Fallure of STATE to object to violations of any of the provisions of this Agreement shall not be
deemed a wawer by STATE of a subsequent similar breach of STATE's right to demand stnict performance
by CORP of the conditlons of thls Agreement.

STATE shall not be precluded or estopped by any measurement, estimate, or certificate made efther
before or after the completion and acceptance of the work and payment therefor from showing the frue
amount and character of the work performed and materials furnished by CORP, or from showing that any
such measurement, estimate, or ceriificate is untrue or incorrectly made, or that the work or matenals do not
conform In fact to the Agreement. STATE shall not be precluded or estopped, notwithstanding any such
measurement, astimate or certificate, and payment in accordance therewith, from recovering from CORP
and its sureties such damages as It may sustain by reason of its fallure to comply with the terms of this
Agreement. Neither the acceptance by STATE nor any payment for the whole or any part of the work, nor
any extension of time, nor any possession taken by STATE shall operate as a waiver of any portion of this

Agreement or of any power herein reserved or any nght to damages herein provided, or bar recovery of any
money wrongfully or erroneously paid to CORP. A wawer of any breach of the Agreement shall not be held

to be a waiver of any other or subsequent breach

Section 22
CERTIFICATION OF ICE WITH OREG LAWS

CORP, sweers, affirns or certifles, under penalty of perjury that, the individual signing on behalf of CORP
has the authonty and knowledge regarding the payments of taxes, and that CORP Is, o the best of such
individual's knowledge, not in violation of any Oregon Tax laws. (For the purposes of this certification,
“Oregon Tax Laws” means those programs listed in ORS 305 380(4) which Is Incorporated herein by this
reference. Examples include the state Inhentance tax, personal income tax, withholding tax, corporation
income and excise taxes, amusemsnt device tax, tmber taxes, cigareite tax, other fobacco tax, 9-1-1-
emergency communications tax, the homeowners and renters property tax rellef program and local taxes
administered by the Department of Revenue

Section 23
CIVIL RIGHTS

Draft of Ssptesbar 10, 3004



CORRP certifles that, with regard to assistance provided under this Agreement, it Is in compliance
and will continue during the period in which costs are allowable under this Agreement to comply with the
Oregon Department of Transportation Affirmative Action policy and program

*  The policy of the Oregon Department of Transportation is to provide equal opportunily to alf persons
in every aspect of empioyment, and in participation in and access fo the benefils and services provided
through activities, projects and programs within the Department's jurisaiction.

in all matters, the Department will not discriminate against any person because of race, age, color,
sex, religion, national origin, mentel or physical handicap, political affliation, or manital status.

This policy and the Affirmative Action Program established to implement this policy apply lo all who
recelve financial assistance from or through the Depariment.

Saction 24
PAYMENTS AND UTS

CORP will subm:t vouchers to the Oregon Depariment of Transportaton Requests for payments
shall be submitted to STATE not more frequently than once per month in the formet prescribed by STATE

If STATE's final audit determines that the aliowable costs exceed the amount that has been paid, it
shall pay CORP the difference, not to exceed the maximum amount owed under the Agreement. If STATE
final audit determines that the allowable costs are less than the amount that has been paid, CORP shall

promplly pay STATE the difference.

STATE reserves the right to withhold 50% of any progress payment if STATE determines thet CORP 1s more
than 60 days behind in the project timeline for complebon.

Section 25 '
MAIN E

The payback penod s the period of.time shown to be needed for the public benefits of the project to
equal its public costs. The payback period for this project 15 two calendar years beyond the date of the final
inspection hy the STATE

CORP agrees to maintain the track for the payback period of the project.
Maintenance of the Project shall be without any use of STATE funds for at least the payback penod.

Sectlon 26

DONMENT, OR CO SION

If for the period during which there continues a STATE share of assistance for the rehabilitaton or
improvement of facliities or rail, not to exceed ten (10) years from the date hereof, there Is a sale, ora
disposition of the line, conversion to non-rail freight use, or the filing of an application for abandonment of the
line under 49 USC Chapter 109, the STATE share of the net falr market value of the Improvements added to

brafc of Deptesbar 20, 2004



the line by CORP pursuant to this Agreement at that time, s established by Section 27 of this Agreement;
shall be compensated to STATE by CORP.

Howevaer, if the transferee, pursuant fo sale or disposition of mproved property agrees to assume CORP's
obligation under the Agreement and to enter into an "Acknowledgement of State Assistance”, under Section
27 of this Agreement as If transferee had been the original confractor hereof, the payment need not
immediately occur at time of sale or disposition, and the obligation may continue

Section 27
LIENS AND COLLATERAL

CORP agrees o file In the appropriate land records a notice 1n Appendix (B) to this Agreement,
reciting that the property was improved or installed with STATE assistance and lts use and disposition are
subject to the terms of this Agreement

Removal of the "Acknowledgement of State Assistance®, and satisfaction of the fien thereunder, may
be obtained and filed upon repayment to STATE of State share of assistance.

CORRP shall not use any properties that ere subject to this Agreement as collateral for any loans.
Netther shall the CORP allow any llens or other impainments on the title, for any purposes to be placed on
these properties provided, however, CORP may have a second subordinate lien on these properties

Sald “Acknowledgement of State Assistance™ must be signed and recorded in the appropriate county deed
records prior to STATE incurring any obligation to reimburse CORP for any costs hereunder and pnor to any
payments actually being made.

The provisions of this section shall remain m force for a peried of ten {10) years from the date hereof,
and any llens or restnichons ansing hereunder shall auiomatically terminate and cease to be effective upon

the expiration of said 10 year period

AMENDMENTS -

This agreement and any provisions hereof shall not be walved, altered, modified, supplemented or
amended in any manner whatsoever without prior written agreement of the parties,

Section 29
MERGER CLAUSE

This Agreement constitutes the entire agreement between the parties on the subject matter hereof
There are no understandings, agreements, or representations, oral or written, not speclified herein regarding
this Agresmeni. No waiver, consent, modification or changer of terms of this Agreement shall bind either
party unless in writing and signed by both parties and all necessary STATE approvals have been obtaned
Such waiver, consent, modification or change, if made, shall be effective only in the specific nstance and for
the specific purpose given. Failure of STATE to enforce any prowvision of this Agreement shall not constitute
a walver by ODOT or that of any other provision.

This agreement was approved by the Oregon Transportation Commission at its regular July 15,
2004 meeting, at which tme the Director was authorized and directed to sign sald agreement for and on
behalf of the Commission

Drafr of Esptembar 20, 2004
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IN WITNESS WHEREOF, the partles hereto have executed this agreement as of this day and year first
above written,

APPROVED ASTO 9 '/ 7 o,

LEGAL SUFFICIENCY: by
Assistant Attomey General, State of Oregon

Date
For: STATE OF OREGON, Department of Transporiation

Name . T = 09__4?-",5_-

- Ral Bvisl
Title Date

For CENTRAL OREGON & PACIFIC RALROAD

Name .

Title l/tce ’nr. -Jc~+‘ Theasvrer Date Ve ,?o‘ ;ooy

Drafr of Ssptexhar 30, 2004
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APPENDIX A
SCOPE OF WORK
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Central Oregon and Pacific Railroad Company | i o

2004 Shortline Infrastructure Request ¢ | |1 I

|Track Rehabilitation MP 740-Reedsport to MP 765 - North Bend and MP 686 - Richardson to MP 688 - Swisshome

CoosBayBranch | _ A | I R

. I i T

Oregon ShortLine Infrastructure Funding B kB P | ] .

Material | Amount iCostEa. !Total Cost  © | : !

7XEx8'6" Relay Hardwood Ties 14,268 $21.001$300,000] T 1 I -

10,000 cu. Yards baliast 10,000 cu. Yards $_ 10.00-$100,0000 | j
l 1$400,000' — - i .

CORP Funding ] _ _ ! m

Tie installation 14,285  $17.00'$242,845 i J

[Tie Distnbuiion BECK) 100 '$14.285] "] _ !

Tie Disposal 14285% ~1.00) $74.285, |

[Baiiast Drstribution i0Trains | §2 .B.oru@._os.: i

Surfacing o I%OWes _ :§2640mi | $82600: — I T

OTH (Spikes Plaiss ) et e . | 322000} i i —

Crossings & Switches . -..|Il...h...«m._..mm2 Y i 1

Ditcking SR SO S .| N O DU DY P L

| $400,215  — - e -
L} H .
[Total Cost of Project - $800,215 o | S 1
_ S I DRV NN — i e e

[CORP match will be appropriated in 2005, irerefore work will begin in 1st quarter 2005 and will be complete before 6/01/2005 "

IPurchase of matenals for project will start in 4th quarter 2004 I 1 | ] I . i
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MELBO Robert |

From: Lovelady, Dan (CORP) [Dan Lovelady@rallamenca com
Sent:  Wednesday, February 09, 2005 11:08 AM

To: MELBO Robert |

Ce: Kelsey, Craig (CORP)

Subject: Timelne - CORP Coos Bay Project

Bob,
Here 1s our timehne for the Coos Bay

10,300 ties are already distnbuted — the remaining 3,500 ties are on order and will arrive before we get ali of the 10,000

instalied.
Contractor H&S Construction will do both the tie installation and surfacing. The timelme Is an approximation based on the

average ties per mile and may vary somewhat
Work will begin on 3/14 between MP 686 and MP 688 where we will do 1600 tes — 3/14 to 3/20

Will move to Gardiner Jct ( MP 738 8 and continue to Cordes MP 763.0 In this area we will install an average of 516 ties per
mile or 12,400 ties

3/21 to 3/27 Install 1,800 tes between MP 738 8 and MP 742 0

3/28 to 4/3 Install 2,000 ties between MP 742.0 and MP 746 0

4/04 to 4110 Install 2,000 ties between MP 748 0 and MP 750 0

4/11 to 4/17 Install 2,000 ties between MP 750.0 and MP 754 0

4/18 to 4/24 Install 2,000 ties between MP 754.0 and MP 758 0

4/25 to 5/08 Instalt 2,000 ties between MP 758 0 and MP 762 0

5/09 to 5/15 Install 600 ties between MP 762 0 and MP 763 0 — begin back work and clean- up
5/16 to 5/21 Compete all back-work and clean up

Ballast Dumping and Surfacing will start 2 weeks behind the start of the tie instaflation on 4/04 Ali surfacing wﬂl ba compiete
by 5/31/04

Please advise if you need anything else

Dan

2/09/2005 / ’4 - 74’
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ACKNOWLEDGEMENT OF STATE FINANCIAL ASSISTANCE

The praperty indicated on the attached map Is railroad right-of-way owned by the Central Oregon &
Pacific Railroad and was improved with financla! assistance from the Oregon Depariment of Transportation
under an agreement betwgen the Depariment and the’CORP Railroad Such assistance was granted by the

Oregon State Legislative Assembly at Iits regular 2003 session.

The above agreement provides for state funds to be used for the rehabilitation of the railroad by the
Central Oregon & Pacffic Railroad as so indicated on the attached map. The use and disposition of said
property is subject to the terms of the above agreements, a copy of which may be obtained from the Director,
Oregon Department of Transportation, Room 135, Transportation Building, Salem Oregon 97301.

By (éq W/ é./‘
Trtle: Vs L[ [4 res . d mv'{" Tae Afurer
Central Oregon & Pacific Railroad

NN
SUBSCRIBED and SWORN before me ﬂ'{ m dayofﬁ&p\w. 2004

¢\
% mwmm NOTARY PUBLIC FOR @RESEN SADRAON
a7, 2008
My commission expires. \'6 ‘S—\ ‘CE

PRODUCED LD -—

——

Drafk of Gaprmmbar 30, 390t
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10/18/04

Mr Ed Immel

State Rail Planner

Oregon Department of Transportation
555 13" Street NE, Suite 3

Salem, Oregon 97301-4179

Dear Mr Immel:

Per your request, below is our best estimate of the timeline for the Central Oregon and
Pacific Railroad’s Project.

Because we are purchasing relay ties and our original project was based on new ties, we
expect to increase the number of ties purchased and installed from 10,000 to 14,000 Our
new estimated costs are broken down as follows:

Oregon Grant Funding

14,000 relay ties at $20 00 delivered = $280,000
10,000 cu Yards ballast @ $9 80 = $98,000
OTM (spikes, plates, ect.) $22,000

Total $400,000

CORP Match Funding

Tie Instailation 14,000 @ $17 ea = $238,000

Tie distribution 14,000 @ $1 00 = $14,000

Tie disposal 14,000 @ $1 00 = $14,000

OTM (spikes, plates, etc) $18,000

Ballast Distribution — 10 Trains @ $2,000 = $20,000
Surfacing 25 miles @ $2640 per mile = $66,000

Crossings and Switches $15,000
Ditching $15,000
Total CORP Contribution = $400,000
HECEEVEﬁ
0L 2 v 20p4 U
RAIL DIVISION

P

A RailAmerica Company



Estimated Timeline Schedule
10,350 Ties Purchased by 10/15/04
3,650 Ties Purchased by 1/31/05

Project will start at Gardiner Jct MP 738.8 and continue to Cordes MP 763 0. An average
of 516 ties per mile will be installed in this location

The remaining 1500 ties will be instalted between MP 688 and MP 686 near Richardson
Road

Plans are to start at Gardiner Jct. during the first week in January and work South to
Cordes Estimates are to install 1250 ties per week with a contractor H&S Construction
We expect to be at Cordes by the second week in March At that time we will move to
MP 688 and project it will take two weeks to install the 1500 ties at that location
Ballast dumping and surfacing will start behind the tie installation and should finish
about two weeks behind the tie project Tie installation should be complete by Apnl I,
2005 and surfacing should be complete by April 15, 2005

Please call if you need any additional information

@’
L%”elady
General Manager



Application For ConnectOregon Program 2005-2006 Sl B
ate.or.us to get on the electronic malling list.

To ensure you have current program information, e-malf connectaregon@oda
\ PART A- Project Summary and Certification: Use this form or a replica Print and sign one onginal Attach
1. APPLICANT addibonal text at the end as necessary identfied with the
corresponding question humber

ORGANIZATION NAME PRIMARY CONTACT PERSON AND TITLE

Central Cregon & Pacific Rallroad, In¢ #019-06 Steve Hefley
[ADoRESS TELEFHONE

333 S.E. Mosher (541) 957-2512
CITY, STATE AND ZiP CODE FAX

Roseburg, OR 97470 {541) 957-0686

2. CO-APPLICANT
rismlzmm NAME PRIMARY CONTACT PERSON AND TITLE
JADDRESS TELEPHONE
CTTY, STATE AND ZIP CODE FAX

3. PROJECT NAME AND LOCATION
Winchester Freight Rall Yard, Winchester, OR

4. SUMMARY OF PROJECT

The CORP proposes o construct a new rail yard and freight transload Tacility along s existing malnline north of the
community of Winchester, Oregon, to alleviate capaaty constrants currently expenenced at the ralroad's Roseburg Yard

.
5. COST SUMMARY" R L P
‘A . 'ST.717’.600.00 *Leave these Cost Summary
8) ConnectOregon Grant Amaunt SN __‘. entries blank - they will fill in
b) ConnectOregon Loan Amount R S ot .. automatically when Part C.4
¢) Subtotal ConnectOregon Funds o - :-‘v't‘-;:--z 57.717 600 oo of application Is completed.
d) Match Amount 2 U _;_.-'.f-:ﬂ 929400 00
e) Other Fund Amount :..'_:{ “,.; ek "_::w:t; r:'n 4
LT -",;'u. .i‘-"'*' oo
f) Project Total 2 S o A 30.847,000i00
6. CERTIFICATION
| certify that___Central Oregon & Pacific Railroad, Inc. (applicant organization) supports the proposed project,

has the lagal authanty to pledge matching funds, and has the legal authority to apply for ConnectOregon funds | further
cerbfy that matching funds are available or will be available for the proposed project | understand that all State rules for
contracting, auditing, underwriting (where applicable) and payment will apply to this project

APPLICANT SBIGNATURE DATE PRINTED NAME
CO APPLICANT SIGNATURE DATE PRINTED NAME 1

731-0500(11-05)



ConnectOregon Program

Application
PART B - Applicant Qualifications
1. CONTACT INFORMATION
APPLICANT
ORGANIZATIONNAME | * =7 - ' 77 “: T A Pammvcmmpensoumnm N
Central Oregdn & Pagific, Ralh’bad Iné Tt. w0180 ¢ |Steve l-feﬂey ' -
DRESS- R v, 1;;:#&..“ ,i\_-‘;,?""-:‘:r.atl_'ﬁ‘; ;‘-“J "" -.—.;a‘ .:.‘ .‘""‘T: ‘. g ‘ ‘TEI-E-PEQE.E_;__"\ -_: ) .
-333 8 £ Mother scAAaetll Sl B M D Bt HOAROBIZS ) G gl
s %

" o q.l'l\. ™ AP EADL L T o ....
2 &-93*‘5&"?”" T e g R o PR
L)

ebﬁfgl pR\. 9737&“ .¢£-i ”%—\,a 'fzj'l"&us" ﬂ' --; - .5‘ léf{g.'i;?_‘f,'

A "lLfA

o
-

.ﬁ»"qr‘ e N TR, T

S -
.

:.-f;s.wr-n,rar ;

"rl-. u..n-"v!gr

.
I‘"‘ ...-“7: “ A q.__.l-hhr A t, ! 11‘-
f l"""" -\- _*'I‘gl_ﬂ.. “, .n‘.f‘_--“i * .:"..r. "‘H"‘ ‘..- || a1 "\l--'. ’\,:1.
LT PPN L R S AR Lt 7114 R A A W S LY |

2 IS/ARE THE APPLICANT(S) CURRENT ON ALL STATE AND LOCAL TAXES, FEES AND ASSESSMENTS?
X YES [ NO IfNO Explain

PART C - Project Description

3 PROJECT DESCRIPTION AND PURPOSE: Summanze the project's descnption and purpose Provide maps in 8 1/2 “X 11" format
as hard copy only

This project provides a less expensive transportation alternative for the Oregon forest products industry, while reducing
the growth of heavy truck trips on Oregon roads and highways. The existing 145 carload freight yard on the Central
Oregon & Pacific Rallroad (CORP) Is operating at or near capacity.

The CORP seeks to construct a new railroad yard faciity adjacent to its present nght-of-way just north of Winchester,
Oregon The proposed yard would alleviate over-capacity conditions at its existing raul yard in Roseburg, improving rail
efficiency, improving connechons and providing better intermadal exchange between truck and rail. The site is located in
between Intarstate 5 (I-5) and Del Rio Road, just west of the freeway

The proposed site consists of 28.69 acres — 12 22 acres for the rall yard and 16 47 acres for future expansion The yard
itself will include 11 tracks in addrion to the mainline and an existing siding Nine of the 11 tracks will be railcar storage
and cfassification tracks The remaining two will be “lead” tracks The 11-track yard capacity will ba 294 railcars,

assuming an 80' typical car length

In addition to the yard, a single-track transload facility Is also proposed for the site. The proposed transload would
include a concrete loading ramp for loading railcars

The site shall have two vehicular accesses ona access road from the north that will pass undemeath 1-5 next to the
manline and one access from the south from Del Rio Road ODOT 1s planning a $53 mullion improvement to the
Winchester interchange (Exit 129) and proposing to re-align the road closer to the proposed rail yard.




.

4. ConnectOregon (CO) Project Budget
ISOURCES OF FUNDS: Please identfy the source and amount of moneys compnsing your project budget in terms of grants, loans,
match and other funds

Wd Cther Leveraged Funds (2)
\e Other Leveraged Funds {2)
f. Other Non-Leveraged Funds (Descnbe)

g Other Non-Leveraged Funds (Descnbae)

SOURCES: AMOUNT PERCENT OF TOTAL DATE AVAILABLE
CAL_YEAR QUARTER
|a. ConnectOregon Grant $7,717,600 0Q %gﬁﬁ;
b ConnectOregon Loan SHIGY
¢ Reguired Match (Grants - 20% of $1,92940000  [REERIDINY 2
a (ol Prajecn 1 SR 004 3rd

R R

TOTAL* | |: -, 59.647.0000q ol

{1} Please describe the source and timing of the 20% match shown above If applicable include the cost basis of properly

Central Oregon & Pacific Railroad will acquire this property valued at $1,875,000, and presently has an option on the property

(2} if your project leverages other funds beyond the ConneciOregon grants, loans and match required for your project, please descrbe the

source, tming and basis for valuing the other funds Leveraged funds must be shown In 1(d) and 1 (e) above

TE AVAI
DATE LAgLE ,

7Y

USES OF FUNDS: Please identify the proposed uses and amount of moneys comprising the project budget
"USES: AMOUNT PERCENT OF TOTAL

Labor (Payroll) $t .ﬂ4.000.00

Contracted Services (If Known)

Other (Descnbe)
Other (Descrnbe)

Other (Descnbe)

Matenals and Supplies
Capital Outlay (Land)
Capital Outiay (Buildings)

Capital Outlay (Equipment)

|Other (Describe),

TOTAL*

*Totals for Sources of es of Funds must
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5 REAL ESTATE
EXACT ADDRESS OR LEGAL DESCRIPTION

a IS PROPERTY OWNED BY APPLICANT(S)? [] YES [ NO , URCRASE PRICE oA
b IS PROPERTY TO BE PURCHASED? []YES [ NO m BATE
c 18 PROPERTY TO BE LEASED? Jyes NO F——

d DOES THE PROJECT INCLUDE
EASEMENTS OR DONATED PROPERTY? Oyes [X no

Provide any additional details here:

The property I1s not owned by the applicant. Central Oregon & Pactfic presently has an option to purchase the property

PART D - Project Considerations
NOTE The Independent review consultant who will evafuate tha project may consider other published or publicly available information

whan conductng this review

6. TRANSPORTATION COST REDUCTION: Descnbe how the project reduces transportation costs for Oregon
businesses

This project will reduce transportation costs for Oregon forest products industnes by providing and maintalning a less
expensive fransportation altematve Lower rall rates vs truck will result in a savings of up to $58,000,000 per year

This investment will make these Oregon industnes more competitive against other forest products businesses throughout

the United States

The capacity constraints currently expenenced on CORP due 1o lack of yard tracks to classify and store rafl cars can only
hamper future intermodal connectivity as the demand for raiicars grows If the line cannot support an influx of additional
rail cars to service increased futura demand, the number of opportunities to transfer shipped goods betwsen truck and rail

is diminished

The applicant proposes to quantfy the advantage of the improvements in terms of reduced transportation expenses.

7. MODAL CONNECTIVITY: Describe how the project benefits or connects two or more modes of transportation

This project will provide an altemative to truck transportation for Oregon businesses, while introducing a transload facility
which will allow other industries to use rail for the longer hauls while using truck for the final delivery.

The avoided truck tnps will result in reduced highway congastion from truck in the Roseburg area The avoldance of up
to 210,000 annual truck tnps will result in avoiding an increase of 1% of the Area Annual Average Daily traffic (AADT) on
I-5, and avoiding an increase wn the truck AADT of up to 12%

The applicant proposes to quanbfy the improved connechvity by showing the increased forest products cerloads, along
with the additional carloads from the transload facility




8. STATEWIDE OR REGIONAL TRANSPORTATION LINK: Descnibe how the project creates a critical link in a statewide
or regional transportation system

This project wilf connect the Oregon businesses to the national rail system, making them more competitive Using rail
reduces congestion on the highway system while lowering transportation costs for the businesses. The reduced
congestion will be Statewide by avoiding up to 210,000 additional annual truck tnps on I-5 by increasing rail carloads up
to 30,000 per year Without the increased rail capacity offered by this project, the State may have to increase highway
capital expenditures assoclated with handiing the additional truck traffic over -5

The applicant proposes to quantify the improvements in terms of addiional carloads of forest products cared and job
creation

9. COST BORNE BY APPLICANT(S): Prowide the amount by which the project will exceed,or. provide a match beyond
ConneciOregon's minimum grant-match requirement of 20%

Central Oregon & Pacific Rallroad mtends to provide a 20% match of $1,929,400
The project is beyond the abflity of the applicant to finance with outside sources due to the lower rate of return

10. PERMANENT AND CONSTRUCTION JOBS CREATION/RETENTION: Describe how the project creates and retains
permanent and construchon jobs in Oregon

The proposed project 1s expected to create an annual average of 1,778 direct jobs and 2,419 indirect and induced jobs
for a total impact of 4,197 jobs per year over the next 22 year The following table summanzes the jobs analysis The
responses shown here are a summazy of attached analysis, "Economic Impacts of Winchester Yard and other Proposed
improvements to CORP "

Construction Jobs: It is estimated that this work will employes 71 employess during the 9 month duration of the
constructtlon The source of thesa jobs wotld be dependent upon the contractor, and could be in state

Other Direct Jobs, Not Including Construction* This project should result In the creation of an average of 41 new rallroad
Jobs and as many as 1,778 new forest products Industry jobs per year As a result of this project, CORP employment is
expected to grow from 121 Jobs to 180 jobs over the 10 year period following completion of the proposed improvements
This employment increase Is directly related to the expanded capacity provided by the project and wili not take place
without the iImprovements The average annual wage of new CORP rall jobs 1s gstimated to be $55,000 based on 2005
year end data and forecasted 2006 trends

(continued Addendum Page 9)

11. ANTICIPATED CONSTRUCTION START DATE OR EQUIVALENT: Septsmber, 2006

12. ANTICIPATED PROJECT COMPLETION DATE: | May, 2007
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13. CONSTRUCTION READINESS: Provide & projact timeline and descnbe where the project Is on this timeline in relation
to planning, design and permitting issues.

The project requires no rezoning but does require land use parmits. These approvails are yet to be received.
Environmental approvals are also needed, are underway, but have not yet been obtained. See attached CORP
Winchester Yard Project Schedule.

14. PROJECT OPERATIONS: How will the ongoing matntenance, operation and replacement of the project be financed?

The maintenance operation, and replacement of the project will be financed by the Central Oregon & Pacific Rairoad
capital expenditure program Thaose funds will be provided by the additional ravenue received as a result of this project

15. OTHER CONSIDERATIONS AND INFORMATION : Descnbe any other considerations and information you would bke
taken Into account about the project,

The project uses the efficencies of rail to reduce emissions and fuel consumption va truck This will result in avoiding
additional emissions, and savings of up to 3 milllon gallons per year In dlesel fuel consumption.




PART E - Supporting Materials: Provide a list hers of supporting materials that will be provided as part of your
hard copy submission

The following additional matenals are provided in the hard copy application’

Attachment A Support Letters

Attachment B CORP Winchester Yard Project Schedule

Attachment C- CORP Winchesfer Yard Phase | Plan view

IAttachment D, CORP Winchaester Yard Profile

Attachment E Property Descnption

Attachment F Property Sketch

Aftachment G Economic Impacts of Winchester Yard and Related Improvements on the Southwest Oregon Economy
Aftachment H' CORP Yard Public Benefit Brief

Attachment | Economic & Social Benefit of Diverting Truck Traffic with CORP Yard Improvements
Attachment J. CORP Winchester Yard Project Cost Spreadsheets

Attachment K CORP Public Benefit Spreadsheets




ADDENDUM PAGE 8: Attach additional text here as necessary, identifying the corresponding application question number
you are completing

PART C -3 PURPOSE

The pnneciple rail yard along the CORP's Siskiyou line at Roseburg currently operates at-capacity and 18 Inadequately sized
to accommodate the daily demand for classification and storage of railcars In the last ten (10) years CORP's carloads
have grown from 32,000 to over 52,000 per year. Growth in rall traffic on the line and the increasing size of ralcars over
time has antiquated the yard. In order fo service future growth, reduce shipping costs, offer compettive muiti-modaf
transportation opportunibes, and alieviate ralil traffic congestion on the itne, additional yard capaciy is paramount The
following issues are contnbuting to the over-capacity situaton on the Siskiyou kine:

» A daily, 8,000' long train headed by Unlon Pacrfic Rallroad (UPRR) locomotives amves dally at Roseburg yard from
Eugene and retums northbound in the evening. The CORP cannot control the delivery/pick-up schedule of this train, it 1s
often significantly delayed in departing Eugene Thus, it Is difficult to plan for this operation In addition, this train must sit
on the mainfine through Rosaburg until it can be handled, often blocking at-grade crossings *

» Once raceived, the CORP must break the traln down, classiying individuat groups of cars for storage and dellvery. Since
the Rosebury yard s already at capacity, the CORP Is required to run many of these cars up and down the mainime to
store them on sidings far from Roseburg. This has the effect of trying to operate a single ralil yard that i1s spread out over 80
miles The doubie- and aven tnple-handling of cars dramatically increases the costs of handling the cars and reduces the
amount of locomotives and crews available for other tasks, as well as tymg up the mainline

The proposed rail yard facihty will reduce rail traffic congestion on the Sislayou line by providing a geographically central
location on the Ine with sufficient capacity to handle the dasly train from Eugene, as well as other groups of rall cars The
ability to classify and store the entire frain at one location will increase system efficiency by reducing the nead to store
groups of cars on distant sidings along the mainline it will decrease the number of times each car 15 handled and should
enable CORP to provide more timely switching of ratl shippers, thus reducing costs associated with shippers having dock
crews standing idie when waiting for the raiiroad to provide service it will also Iincrease the availabiity of locomotives and
craws to accommodate growth in rail traffic fostered by projected growth in the reglen’s industrial hase

Aside from reducing rail traffic congestion and shipping costs, the project will also foster benefits for the communty of
Roseburg Since the dally Eugene train would no longer enter Roseburg, it would not be staged along the mainiine in
Roseburg, nor would it block road crossings This has the impact of reducing traffic congestion in central Roseburg,

- | improving emergency vehicle response times, improving air quality, and reducing fusl consumption in the communtty

Also, there 15 the possibiiity of future expansions to the proposed Winchester yard which could allow the CORP to further
reduce the size and actwvity of CORP's switching yard operations In Roseburg This would further alleviate traffic
congesiion In downtown Roseburg




ADDENDUM PAGE 9: Attach addihonal text hers as necessary, identfying the comesponding application question number
you are completing

PART D - 10 PERMANENT AND CONSTRUCTION JOBS CREATION/RETENTION

Forest products jobs average wages are estimated at $42,408 per year based computer modeling These wages are
above the county average, and all direct jobs are expected to be farmily wage jobs

As a result of expanded capacity, the forest products industry should increase output of raill dependent products in
Southwest Oregon. A letter from Roseburg Forest Products indicates that without the added rail capacity they would not
expand local plants which require shipment of preducts or raw materials by raul. Our analysis indicates that with added rail
capacilty, employment in the forest products industry could expand by as many as 4,856 Jobs in the 10 year penod
following implementation of Improvement, We estimate that without mprovements, half of thess jobs would be created in
some other region of Orsgon (other than the area served by CORP) and the other half of these jobs would be created in
other states Thus, 2,428 jobs would be created in other states if not for improved CORP service. Over the 22 year
planning horrzon for the CORP project this amounts to an annual average of 1,778 new jobs per year

We believe that the Medford-White City areas and the North Spit area of the Port of Coos Bay present the greatest
potental for attracting new sndustnes and family wage jobs to the CORP Since 2002, the following new industnes have
located on CORP

Company Jobs Year
Louisiana-Pactfic (Panel Products), Rogue River 40 2002
Westwood, Reedsport 30 2004
McGovern Metals, Roseburg 6 2004
HFP Transloading, Grants Pass 4 2004
Amencan Bndge, Reedsport 120 2004
Goshen Reload, Goshen 4 2005
Southport Lumber, North Bend 70 2005
South Coast Lumber, Merlin 2 2005
Amy's Kitchen, Central Point 200 2006
Willams' Bakery, Sphngfield 275 2006
Total New Customer Jobs 751

Without the addtional capacity offered by the proposed rail yard, this pace of industrial development may lessen as
customers seeking rai service are forced to conslder rallroads In other geographic areas as an alternative to the capacity

constrained CORP

Indirect and Induced Jobs. In addition to the direct jobs descnbed above we estimats that the project will create an
average of 2,419 indirect and induced Oragon jobs per year over the 22 year penod. The calculation of these job numbers
Is contained in the attachment




ADDENDUM PAGE 10: Attach additional text here as necessary, identfying the corresponding application queston
number you are completing
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J. Michael Hemmer
m Seador Vics President » Law & General Counsel

April 29, 2008

By UPS Next Day Air

The Honorable Charles D). Nottingham, Chairman
The Honorable Francis P. Mulvey, Vice Chairman
The Honorable W. Douglas Butirey, Comm:ss:oner
Surface Transportation Board

395 E Strect, SW

Washington, DC 20423

Dear Chairman Nottingham, Vice Chaitman Mulvey, and Commissioner Buttrey:

During your hearing in Ex Parte No. 677 on April 25, 2008, a representative from
RailAmerica provided inaccurate information about UP's economic relationship with the
Central Oregon & Pacific Railroad. RailAmerica stated that UP's compensation o CORP
consists of $400 per car, plus 50 percent of RCAF-U adjustments up to a maximum of

3 percent annually. That information is not correct.

UP's compensation to CORP is currently about $600 per car, not $400 per car. As fuel prices
have escalated, Union Pacific has voluntarily agreed to pass along additional fuel support to
CORP. In addition, Union Pacific provides CORP a 3 percent supplement for reporting car
movements through Railinc, which improves interline operations and information for
customers,

Union Pacific has also given CORP approximately $1 million since 2004 to help it repair
tunnels on the Siskiyou line and maintain a key bridge on the Coos Bay line.

CORP also complained that its contract with Union Pacific limits the amount it can charge its
shippers. In fact, CORP has unilaterally imposed surcharges on its shippers and is proposing
additional surcharges without objection from Union Pacific.

Finally, while this does not represent compensation to CORP, during the Coos Bay line
service interruption, Union Pacific has provided significant finencial support to CORP
customers who lack rail service, so that those customers can use transload services on
Union Pacific.

UNTON PACIFIC RAILROAD 1400 Dougles Street  STOP 1550 Omahs, NE 68178  ph. (402) 544-6677 . (40Z) 501-0129 mhemmer@up.com



From our external perspective, the basic problem facing the Coos Bay line is that, since
several major customers closed large shipping facilities on the line in the 1990s, the Coos
Bay line has generated insufficient traffic to support reinvestment in the line, Accordingly,
as I testified on April 24, 2008, private entities are unlikely to recover any retum on
investment in the line, unless traffic volumes increase substantially.

J. Michael Hemmer
cc: All Participants (by U.S. first-class mail) -



Department of Transportation
Transportation Development Branch File Code' R 16-4-4
Mill Creek Office Park

555 13th Street NE

Salem, Oregon 97310

{503) 986-4129 FAX (503) 986-3183
e ’55’5* Br T

¥, g
TO: Craig Greenleaf

Deputy Director

X
FROM: Ed Immel &:"’/

State Raill Planner

SUBJECT: ODOT/Central Oregon & Pacific Railroad Agreement

Attached are two coples of the above agreement which permits thfe pass through of $307,458 in
federa! funds from the Federal Railrcad Administration to the Central Oregon & Pacific Railroad
The money Is cover the expenses incurred in flood damage sustained by the rallroad in 1997
The contract has been signed by Dale Horman We also have the necessary limitation in our
budget.

Please sign at the places indicated and return to me for further processing

Afttachment



CENTRAL OREGON & PACIFIC RAILROAD

PO, Box 1083, Roseburg, OR 97470 (541) 957-59688, Fax (541) 957-0686
October 23, 1998 RE {; = Y =
2 6 1998
Mr. Ed Immel, State Rail Planner 0T f 6 i ION
Department of Transportation RAIL SECT
Mill Creek Office Building
555 13" Street NE
Salem, OR 97310

RE: ODOT/CORP Flood Damage Contract
Dear Mr, Immel:

In response to your letter of October 14, 1998, enclosing a draft confract between
ODOT and CORP, and our subsequent conversation, I am resubmitting two spreadsheets,
along with an explanation of the flood damage to our various properties, and the cost of
repairs by location. I assume these will be satisfactory for inclusion in the contract as
Exhibit A and Exhibit B.

If you desire further data, please don’t hesitate to let me know.

Your prompt forwarding of a final contract for our signature would be much
appreciated.

Sincerely,

WW«K
Walter J Brickwedel

Assistant to the General Manager
Enclosures

cc: Bob Libby, General Manager, CORP

Regional and Short Line Raflroad 1997 Award of Merit, Railway Age Magazine
Excellence in Marketing Award-1997, American Short Line Railroad Association



CENTRAL OREGON & PACIFIC RAILROAD

Supplemental information, regarding the physical losses incurred between
November 18,1996, and March 2, 1997, as a result of flooding, mud slides, and washouts:
Maps clearly identifying the affected areas listed below are enclosed.

MP 416.25 - Mt. Ashland (1-3-97)

Due to extreme water saturation, 13,000 cubic yards of mountainside slipped out
from under the main line, all of which had to be replaced prior to reopening the line. The
railroad contracted with Huffman & Wright, who removed the slide material at the base
of the slide, dug a keyway, then filled the keyway with rip rap and rebuilt the
mountainside, using 13,000 cu. yds. of material. The majority of the material was
obtained from the Oregon Highway Department who experienced a slide above the
railroad and needed a place to dispose of it, thereby reducing the railroad’s cost. Railroad
personnel was on the ground 24 hours per day to secure the property for safety reasons,
then to provide a work train to make remedial track repairs, dump ballast, and surface the
track. Work began on January 4%, continued round the clock until completion on January
12™, nine days later. Total physical loss amounted to $175,774.62, which is broken down
as follows: $5,749.67 labor, $473.15 mileage, $1,190.00 equipment, $980.00 materials,
and $167,381.80 contract services.

MP 522.70 - Cow Creek (12-9-96 thru 3-2-97)

On December 9, 1996, water runoff from heavy storms saturated the
mountainside, causing extensive mud shides onto the main line track. Copeland
Construction, a contractor, was hired who created a key at the foot of the slide to contain
further material. The railroad rented loaders, providing its own operators, to clear the
track, stockpile and remove the mud and reload it into work trains. This work often
continued after the mainline was reopened. Work began on December 9" and was first
completed on December 18%, although the line was actually closed for 2 days. The rail
line was closed again on December 30™ following additional mud slides. Work resumed
clearing the mud and debris until the line was deemed safe to be reopened two days later,
but clearing and disposing of mud continued through January 7%. On January 26, 1997, a
third mud slide covered the roadbed for two more days until it could be cleared. Work
continued through January 31®. The fourth slide at this same location occurred on March
2, 1997, again shutting down rail service for two days All work was finally completed
on March 6%. Total physical loss amounted to $84,683.30, which is broken down as
follows: $15,036.83 labor, $387.63 mileage, $54,094.59 equipment, and $15,164.25
contract services.



MP 563.30 - 564.40 - Green (1-3-97)

In the Green district of Roseburg, water saturation at two locations caused our
track bed to drop 18-24 inches and shift up to 3 feet toward the South Umpqua River.
Huffman & Wright excavated the area and cleared the slide material, with railroad
personnel assisting, using a backhoe. Railroad crews then raised the track by hand, a
railroad’s work train then hauled and dumped ballast, and the line was surfaced. Work
began on January 3rd and was completed the next day. Total physical loss amounted to
$10,538.31, divided as follows: $2,889.80 labor, $172.51 mileage, $3,836.00 equipment,
and $3,640.00 contract services.

MP 688.90 - Richardson (11-18-96)

Heavy rains brought rocks, trees and mud down onto our main line, pushing the
track toward the river. An excavator was contracted to clear the track bed and haul away
debris. Railroad personnel then brought in rail and ties and rebuilt about 90 feet of main
line track, dumped ballast and surfaced the line. Work began on November 19%, in
conjunction with the MP 709 Mapleton slide, below, and was completed on the 21st™.
Total physical loss amounted to $9,938.64, as follows: $1,296.50 labor, $92.14 mileage,
and $8,550.00 contract services. (Material cost was not documented).

MP 707.30 - Mapleton (12-30-96)

Mud and four boulders, each the size of a dump truck, came down the
mountainside, blocking both our rail line and Hwy 126. “The railroad provided personnel
for safety and track repairs, while Coast Road Construction, a contractor, dynamited and
removed the boulders in dump trucks. The railroad was required to contract for flagging
services for safety while confract work was being performed. Railroad personnel then
made repairs to the track. Work began on December 30" and was completed on the 31*
Total physical loss amounted to $33,403.42, broken down as follows: $588.75 labor,
$172.52 mileage, and $32,642.15 contract services.

MP 709.00 - Mapleton (11-18-96)

Water-saturated ground brought down a mountainside, washing out two rail
lengths of main line and covering 300 feet of track. Coast Road Construction, a
contractor, was hired to excavate, remove and haul away slide material. Railroad
personnel replaced the ties, rail, ballast, and performed the surfacing of the track. Work
began on November 19 and continued through the 21%. Total physical loss amounted to
$23,877.11, and is broken down as follows: $3,881.88 labor, $335.39 mileage, $4,156.14
equipment, $2,748.70 materials, and $12,755.00 contract services.

MP 747.00 - Tunnel 19 (11-18-96)

Both ends of this 4,100 foot tunnel were blocked with mud and trees at the same
time, necessitating work crews to clear one side, then the other. Succeeding storms
closed one end a second time. About 400 feet of roadbed were blocked at the north end
of the tunne!, while another 300 feet were blocked at the south end. Plywood material
was purchased by the railroad and placed onto the sides of rail flatcars to contam log
material. A contractor with two excavators was required, one to load material onto the



cars, while a work train hauled the debris through the tunnel where a second excavator
transloaded the debns onto trucks. There was no highway access to this site. Railroad
personnel replaced one rail and resurfaced the Ime Work began on November 19® and
was not completed until November 23™. Total physical loss amounted to $55,555.40,
broken down as follows: $7,423.83 labor, $404.80 mileage, $9,378.42 equipment,
$708.59 materials, and $37,639.76 contract services.
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A Yision Driving Economic Growth

“areal team effort . .. “enthusiasm and energy that (s
real private-public partnership” contagious . . .”

“clearly illustrates the vatue of “a generational approach to
ansportation investments . . . ” economic development . . .~

The Southwest"Economic
TranspoMann Team pre%ents
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OUR VISION
Economic Growth through Transportation Investment

Since its formation 1n early 2006, the Southwest Economic Transportation Team has explored how
economic growth 1s hampered by the underutilization of pipeline, air, rail and marine transporta-

tion modes and msufficiently-funded highway systems This overview provides a first look at thear
work as well as their recommendations for transportation investment strategies that can shmulate
Oregon’s economy and strengthen the state’s transportation system

Early 1n the development process, the Team agreed on the following vision statement

We envision a seamless and interconnected transportation
system that facilitates the efficient movement of goods and
services, promotes a strong and growing economy, and
enhances the quality of life for Southwest Oregon

Vision statements have a place and purpose and this one has served us well However, vision state-
ments don’t make strong introductions and, more often than not, don't speak plainly enough to
communicate the goals

Quute sumply, our long-term goals are job creation, expansion and retention, and the strategic in-
vestment of lumited resources The Team'’s recommendations can be found on page 6

‘Task forces tend to focus solely on searching for more money or attempting to cut a bigger shee of
the pie This Team 15 developing solutions based on smarter ways to use existing funds

Oregon’s economy relies on an efficient transportation system and the demands on our system con-
tinue to grow While many things impact growth, this Team'’s focus 1s solely on transportation

“One of the frustrations we're experiencing on the legislative level 1s the demand for education, jobs

]
andpublic.safety services,” said Representative Susan Morgan “There 15 a general recognition 1n-
Salem that the best way that we can provide those services 1s to grow the economy and get people
to work

N =




B What sets this group

M apart is the private-public
i partnership that helped

N develop this model.

OUR TEAM
Public and Private Stakeholders Come Together

I he Southwest Economuc Transportation leam 15 a collection of nearly 40 pnivate and pubhc trans-
portation stakeholders from five counties Task Force members have expertise 1n vanous aspects of
transportation mnvestment and economic development

“Thus 1s a real team effort,” said Senator Joanne Verger “The unuquencess of this vision and how it
ties back to Oregon's economy 15 what sets this effort apart from others we've scen hefore ¥

The Team hoasts leglslators'from both major political parties as well as the chairs of the Qregon
Transportation Commuission, the State Aviation Board, and the chairs from two regional Arca
Commussions on ‘Transportation (ACT)}—the Rogue Valley ACT (Jackson and Jusephine counties)
and the South West ACT (Douglas, Coos and Curry counties) Private industrv representahives
include Roseburg Forest Products, [Tarry & Davad Holdings, Inc and Cascade Wood Produdts Inc
{The complete list of Icam members 1s dvailable on the hack cover)

Over the past two decades, southwestern Oregon'’s economic development endeavors often looked
to the past, reaching back to a ime when timber production was the economic engine of the state
Many of the Team muembers are second- and third-generahon Oregonians who remember southwest
Oregon’s regional pride in pulling 1ts own weight in regards to tax dollars and public services

“This effort 15 looking at ways for southwest Qregon to be productive for all nf Oregon again,” said
Representative Armie Roblan “We're seiting the stage for a new way to approdach how transportation
investments shape our cconomy ‘Lhis vision offers the opportunity to enable our region to send tax
dollars back 1o the rest of the state and once again be a net provider *

The enthusjasm and energy that has grown 1s contagious The Tedam 1s excited to share the process
and the recommendations they've developed

“There 1s more hope now than we've had 1n a geod, long ume,” said Representative George Gilman

“Growth will happen We can see 1ncreases 1 Asian trade markets on the honizon for many years to
come The need for better transportation links naturally increase ”

—Senator Joanne Verger




THE TRANSIGHT MODEL
Making Investment Priorities Based on Economic Benefits

Early 1n the process, the Team recognized their effort would not reach its full potential without a
process to measure the economic performance of public transportation investments

A number of Team members familiar with economic analysis
software developed by Regional Econemic Models, Inc (REMI)
suggested the company could provide the needed econormc
measurement platform The Team elected to use the nation-
ally-recogmized REMI modei as i1ts analysis platform

Once Task Force goals had been established, a measurement
process that incorporated existing Oregon Department of
Transportation (ODOT) pohiaes, transportation planmng
mnirastructure and Team project data necded to be developed
to make the most of existing and future State resources

The key to reaching the Team'’s full potential was developing
a process to measure the economic performance of public

transportation investments We're setting the stage
for @ new way to approach
how transportation invest-

ments shape our economy.

“Whal sets this group apart 1s the private-public partnershup that
helped develop this model,” Verger said *Trom that partnership,
REMI developed a custom TranSight model that estimated the eco-
nomuc impacts for both the southwest region and the entire state —~Representative Arnie Roblan

“Effective distance” can be imagined as the distance between two

centers of economic activity, adjusted for the efficiency of transportation between themn Transpor-
tation unprovements reduce effective distance between twa locations and, consequently, increase
their interaction (1n terms of the flows of labor, intermediate inputs and end-use commodities) In
generadl, as effective distance increasces, costs nise through an exponential process called “distance
decay "

The model’s transportation cost matrix includes individual matrices for transportation costs,
accessibility costs and commuler costs The travel data enter each individual matnx as changes to
cffective distance, which are then analyzed as changes to delivered costs, production costs, and
commuter costs for the region

For businesses involved 1n transporting goods, shorter travel fimes for their delivery vehicles trans-
late into savings on fuel, wages, and perhaps vehicle and mventory costs

Transportation upgrades improve compatibiity between employers and employees through two
complementary channels firms can access a broader and more diverse labor pool, while workers
can reach additional jobs that may be better suited to their preferences




RECOMMENDATIONS
Putting a Vision to Work

The REMI analysis examined four investment scenanos within southwest Oregon, specifically in
Douglas, Curry, Josephine, Jackson, and Coos counties

From the analysis, the Team developed two recommendations

1. Dredging and widening the channel in the Port of Coos Bay and
upgrading the Central Oregon & Pacific Rallroad (CORP) Coos Bay
Line, which connects Coos Bay to the nation’s Class 1 rail network
and other short lines;

2. Supporting existing businesses by improving capacity on existing
transportation systems, specifically Oregon Highway 42 and Inter-
state 5, the CORP Siskiyou Line from Eugene to California and at
the regional airports in Medford and North Bend.

These recommendations match the Team's long-term goals of job creation, expansion, and reten-
tion as well as the strategic investment of hmited resources The
Team'’s recommendations will be presented to local, state and
federal stakeholders in 2007

Recommendation 1: Oregon Gateway

Coos Bay was once the largest exporter of forest products in the
world The community has a rich export history The Oregon
(ateway would provide the needed capacity for freaaght move-
ment from Asia to North America, with benefits extending
throughout Oregon and alang the West Coast

Decp-water vessel calls peaked 1n 1988 at 310 Activity has
trended down severcly Today, no logs are being exported
and there's no projection of log export activity Vessel calls are
curmrently in the 45-48 range annually and consist primanly of
export wood chips

We realized we have a
diamond in the rough
here and an opportunity

Lower Coos Bay has eight miles of navigation channel, an exist-
g raill connection, access to developable industnal land, and an
ample supply of customers

to build a transportation
strategy around the port. Currenl economic projections are for contamner imports and rail
—Representative Susan Morgan freight movements to double between Asia and the West Coast of

North America by 2020 Many of the international shipping lines
dre lovking for new routes to move freight




The Team'’s first investment scenario involves a multi-modal Port of Coos Bay project group that
includes the Jordan Cove Energy Project (JCEP), the Pacific Connector Gas Pipeline Project and Lhe
Oregon Gateway Project JCEP involves construchion of an import terminal to receive liquefied natural
gas (LNG) at the Port of Coos Bay, regasification of the LNG and transmission via a new pipeline
from Coos Bay to a connection with the western U S transmission network near Klamath Falls The
Pacific Connector pipeline 1s a prnivate pipeline connection intended to distnbute natural gas to

southwest Oregon and the gas distribution network

-

The Oregon Gateway Project makes additional Porl improvements that wouid add container ship-

ping facihties Additionally, improvements would be made to
the CORP Coos Bay Iine

“Qregon 15 a trade-dependent economy,” said Martin Callery,
Director of Communications and Freight Mobility, Oregon
International Port of Coos Bay “This project will enhance
Oregon’s ability to compete on an international stage ”

A corollary henefit of the Oregon Gateway and JCEP 1s that
navigation system improvements are needed to support them
Many of these improvements can be leveraged into additional
Port tmprovements to benefit the expansion of general marine

Oregon is a trade
dependent economy. This
profect will enhance Oregon’s
ability to compete on an
international stage.

—Martin Callery,

Director of Communications

& Freight Mobiiity

Oregon International Port of Coos Bay




cargo activities The JCEP project necessanly requires construction of a waterway from the current
federal channel to the proposed LNG terminal site on the North Spit of Coos Bay

The Port estimates these fachties would mvaolve a total of $670 million dollars in direct construc-
tion investments that would add approximately 1,214 jobs at the Port at start up The improve-
ments would mclude $325 million for construction of the intermodal container facihity, $200
muilien to widen and deepen the lower harbor, and $25 million 1n general wargo facility handling
improvements JCEP 1s planning to be onhne by 2011 The Oregon Gateway project 15 projected for
completion 1n 2014

To achieve this goal, the leam recommends leveraging Oregon Lottery funds to attract private and
federal funding so the Port of Coos Bay can handle large vessels The channel needs to be decpened
from 37 feet to 51 feet and widened from 300 feet to 500 feet, so that 1t can accommoxdate the newest
generation of container ships

The CORP Coos Bay Line runs between Coquille and Fugene-Springfield This rail line, when im-
proved, will efficiently move intermodal freight and other commudities, from the Port of Coos Bay
to the connection with the national rail system in Eugene-Spongfield In order for the Oregen
Gateway project to reach its full potential, converuent and efficient rail freight mobility from the
Port to destinativns throughout the U S 1s important As such, this project 1s included to maximize
the benefits assumed as part of the Oregon Gateway project I'he CORP estimates upgrades to the
line at $120-$140 millicn to achicve a level adequate to support the shipping potential of the
Oregon Gateway improvements af the Port of Coos Bay Project completion 1s projected by 2012

ConnectOregon 11 funding could be used to 1mprove rail capacity and match private investment in
rail improvements Additionally, the Team will explore improving Class 1 and short line rail service




in Eugene In order for the Oregon Gatewdy Project to reach 1ts full potential, converuent and
efficient rail freight mobility from the Port to destinations throughout the U b 1s important

“Our short-term goal 1s to develop a funding package to finance dredging in the Port of Coos Bay as
well as upgrading the rail ines from Coos Bay to Eugene,” Morgan said

Recommendation 2: Supporting Existing Businesses
Highway Improvements

The analysis reviewed major highway projects from year 2006 to 2030 provided by ODOT with pre-
iiminary construction cost estimates Only those projects located on major highways—Oregon 38,
42, 62, 138, U5 Highway 101, 199, and Interstate 5—dre included in the project list

The highway investment results
depict dramatic economic growth
from the §3 2 bithon 1n highway
investments [f these iInvestments
can reach benchmark network
efficiency increases of 2 5 percent,
then this investment strategy
would result in substanhal eco-
NOMIC eXpdnsion

The Team recommends contimued
investment 1n Interstate 5, the key
narth-south frerght roule on the
West Coast 1s essential Improving
connections between the Rogue
Valley to the Port of Coos Bay and
the coastal communities of Coos
and Curry counties also involves
invesiment in Oregon Highway 42
to a four-lane highway

“Highway 42 15 best link from
the southern Otegon coast to
I-5,” Roblan said “That hnk will
become more vital as we work to keep up with demand *

In Jackson County, Highway 62 connects Interstate 5 with the White City industrial area

‘The Highway 62 corndor from Medford to White City expenences some of the heaviest traffic and
congestion 1n southern Oregon with traffic volumes in the corndor similar to that found on I-5
north of Medford
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Regional Airports

The analysis looked at improvements to the Rogue Valley-Medford International Airport in Med-
ford and the Southwest Oregon Regional Airport in North Bend The Team recommends continued
investment that focuses on both air freight and passengers

The Rogue Valley-Medford International Airport handles nearly 20,000 passengers dunng a typical
month The airport also handles air freight that 1s essential for many types of businesses that rely
on efficient air freight service The airport has scen substantial direct imnvestment over the years and

People need to understand this

isn’t a pie-in-the-sky vision. A lot
of work has gone into develdping
these recommendations.

—Michael Burril, Chair ¢

Oregon State Aviation Board

that direct investment has translated into steadily
mncreasing passenger volumes and freight movements
Currently, the airport 1s undergoing a major construc-
tion preject to build a new terminal to support future
operations and expansion

The most significant capacity improvements ai the
Rogue Valley-Medford International Airport are the
new terminal, new tower and parallel runway project
The Awrport Master Plan indicates that the parallel
runway, 1n particular, will add substantial capacity

The Airport Master Plan also indicates that this capac-
ity will be needed to serve forecdst travel demands

As such, if the 10-20 percent growth 1n air travel 15
dependent on these improvements, this represents an
essential investment for the long-tem; health of the
Jackson County and Josephine County economies
that wiall support considerable economic growih and
expansion




The airport serves seven counties throughout southern Oregon and northern Califforma and about
600,000 passengers annually Private mvestment 1s active as well Two of the three fixed-base opera-
tors are 1n the process of enlarging their faciities and building new hangars

The terminal 1s being expanded from 35,000 square feet to 116,000 square feet with capabilities of
future expansion Passenger growth has averaged 8-10% annually for the past three years

“Our import volume has increased four fold since 2003,” said Peter Kratz, Executive Vice President
Operations, Harry & David Holdings, Inc “Our largest import source countries are China, Hong
Kong and India We are bninging 13 different fruats in from the Southern Hemsphere ”

The Southwest Oregon Regional Aizport in North Bend handled more than 70,000 passengers 1h
2006, according to Gene Cossev, Awrport Operations Manager The airport is the only commezcial
service airport serving Coos, Curry and western Douglas counties on the southern coast

A new 518 million passenger terminal 1s
underway Completion 1s scheduled for Our Import volume has

2008 The 30,000-square foot facility 1s .
being funded with a combination of state increased four-fold since 2003 . . .

grants and loans The remodel of the Our largest import source countries are
onginal terminal bullding was completed China, Hong Kong and India.

1 2006 through funding from an FAA
Arrport Improvement Project grant

—Peter Kratz, Executive Vice President Operations
Harry & David Holdings, inc
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This effort has broad,
national implications.

—Stuart Foster, Chair
Oregon Transporation Commission

CORP Siskiyou Line

‘The Team's analysis also reviewed the CORP Siskiyou Line, a north-south hine that runs from Cugene-
Springfhield to Black Butte, Cahformia This line has significant speed restnichions and the tunnel through
a portion of the Siskiyou Mountains 1s not large enough to allow double-stack mtermodal cars

The Team recommends rail improvements from Eugene to Black Butte, Califorma, upgrading the
track to handle a 50% increase 1n speed

Like the highway system, the rail-
Western Bregon Ralirsads road system 15 deahing with mcreased
North-Seuth Gorrider Options weights and an aging system Much of

the railroad was built at the turn of the
last century

TUlaeoN Rail cars have evolved to handle
R : 286,000 pounds gross weight, however
20-30% of Oregon’s railwavs are not

compadtible with that weight

The CORP Siskivou Line would benefit
from rehabilitalion Most ra1l facilities
are experiencing challenges because
the direct return on investment for
the managing companv from facility
upgrades are not covered by additional
Tevenues

“We have a $7 million project going on
right now with new rail and ties, and
we also have a ConnectOregon project
underway,” CORP General Manager
Steve Hefley said “It 1s very impor-
tant for us to continue to get the track
upgraded so we c¢an run faster, which
helps reduce our customers’ costs "

RN T TR SR | T O T ¢
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APPENDIX
Projects Benefiting from Transportation Investments

The Team’s work included analysis of two private-sector mvestment projecis that are intended to
demonstrate the kinds of economic growth and expansion that can occur as a result of private sec-
tor investment responding to targeted transportation investments

While these are not part of the Team recommendations, these projects illustrate the value of trans-
portation investments

“We're taking a generational approach to economic development 1n Orcgon,” Representative
Rublan said “Our long-term goal 1s keep this leam together, reviewing the work, the pnonties, for
another 30-50 years ”

Roseburg Forest Products LVL Plant
The CORT yard 1in Roseburg was capacity constramed A $7 7 million grant from ConnectOregon

added enough capacity to the CORP system to altow Roseburg Forest Products to move forward with
plans to expand a Lamnated Vencer Lumber (LVL) Plant

The LVL Plant 1s a good example of how a high value-added production facihity benefits from
targeted transportation investments For an imitial investment of less than $80 mallion, the plant
generated more than $100 million 1n total gross revenue for Oregon Rosebury Forest Products has
just announced 4 $70 million expansion of the Engineered Wood Products Facility in Riddle that
will more than double the current wapaaty by 2009

“One of the very positive factors that
influenced our decision 1s the new rail
yard in Winchester,” Ray Barbee, Vice
President of Sales for Roseburg Forest
Products, said “Right now, the existing

One of the very positive

factors that influenced our
decision is the new rail yard in
Winchester . . . That will have a
huge impact for all industrial
shippers in the southwestern part
of the state.

—HRay Barbee, Vice President of Sales
Roseburg Forest Products




facility handles about 150 cars but the new facility will handle 290-300 cars That will have a huge
impact for all mdustnal shippers 1n the southwestern part of the state

“We currently use about 24,000 rail cars and about 32,000 trucks per year We prefer to ship by rail
anytime thal we can We are antiapating a need for 2,000-2,500 additional rail cars per year and
that could push upwards to 3,000 *

According to Barbee, the $7 7 milhon Connect-
Oregon grant helped Roseburg Forest Products op-
timize thetr LVL Plant The return on investment
15 astounding as payback 15 projected at shghtly
more than two years

Jackson County Employment Campus

A conceptual project that 1s 1n the imitial plan-
ning stages, this project addresses the unique
amenity charactenstics 1n Jackson County and,
specifically, Medford, that are attractive to tech-
nical industnes There 15 hmuted land available
n Jackson County for industnes that tend to
demand Office Park/R & D kmployment Campus
style development patterns

Analysis results showed the power of an econo-
my that diversifies and attracts a mix of high-
value added activities with relatively high
payroll Ths 1s clearly depicted by substanual
growth n Gross Regional Product and employ-
ment growth near 3,500 by 2030 1n Jackson
County alone

Jordan Cove Energy Project (JCEP)

JCEP currently 1s going through the Draft En-
vironmential Impact Statement process with
the Federal Energy Regulatory Commission for
approval of the LNG terminal facility at the Port
of Coos Bay The modeled direct inputs from the terminal include an estimated $500 million dollars
dunng the construction phase and an estimated 56 permanent jobs to operate the facility following
construction Estimated project completion 15 2011

"The hiquefied natural gas import faciity would help recruit new industry to the area and be a tre-
mendous benefit to the entire state,” said Jeff Bishop, Executive Director, Oregon International Port
of Coos Bay

_"_,——'
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Traffic and Revenue Chart

CORP’ Coos Bay Line
Year MofW as Coos Bay
Traffic' | Revenue' | percentof | Traffic’ | Revenue | Line capital
revenue’ expenditure"’
1995 32,005 $1525m 22 5% ? Conflicting 7
1996 35,789 S1787m 23 0% 7.131 ?
1997 41,095 $1954m 11 5% 9,866 figures ?
1998 43,972 $1297m 12 8% 10.142 ?
1999 44,250 $21 98 m 11 7% 6,460 exist See ?
2000 42875 1 S2031m 10 1% 6,431 ?
2001 36,752 $§21 89m 9 0% 5,982 the note $274.240
2002 44,240 §2223m 9 8% 8,376 $199,653
2003 |l 45,612 | S2368m 127% | 9.039° | 'mmediately [ §303 242
2004 43,018 $2363 m 24 2% 5,849’ $191,522
2005 || 49,446° | 53003 m’ | 136%"° | 6247 | following ™7 7177 905
2006 M 45,0177 | $2756m'* | 18.4%- | 5,845" $1,815,076"°
2007 ||32,574° | s2442m” | 108% | 3.652% | TSP [Teer813”
| M L 1 H
Note CORP has released a wade vanety of numbers regarding annual revenuc of thc Coos Bay

Line, ranging from $3 5 million 10 $2 0 nullion The highest figure, $3 5 million for 2006, was
used by Scott Williams of RailAmerica in a letter to the STB on Nov 2, 2007 Exhibit 36 The
lowest figure, $2 0 million, was included in one of the two pro-forma Term Sheet proposals
(utled *Drafi Coos Bay Shippers/fCORP Term Shect™) made by CORP 1n January 2008 Exhibit
38 Other figures recently offered include S2 93 million for 2006 (included on page 11 of the
May 12, 2008 CORP Rcsponsc to the Show Cause Order) and $2 § million (included 1n the other

of the two pro-forma Term Sheets from Jan 2008) Exhibit 37

' Reported by CORP to the Oregon Department of Transportation, Rail Division  These figures may be hrmited 1o

ust the portion of CORP in Oregon
:
CORP Partnership for Coos Bay Line, prescnration (Nov 14, 2007), Exhibit 23 at page 13

? CORP Bnefing before Oregon Senate Interim Commuttee on Transportatien (Oct 25, 2007), Exhibit 35 at page 6
* Unknown what portion of this might include the $307,458 given to CORP from federal government for flood
damage on Coos Bay and Siskivou Lines

% Unknown how much of this figure may include $300,000 given to CORP for ties and ballast on Coos Bay Line

trom the Oregon Short I inc Railroad Rail Infrastructure Improvement Program
* Or, 7,574 cars according to page 25 of CORP"s Response to the Show Cause Order, filed May 12, 2008
? Or, 5.408 cars according (o page 25 of CORP’s Response to the Show Cause Order. filed May 12, 2008

® O, 52,480 cars according lo page 5 of Appendix A of the Venfied Nouce of Exempuon filed by Fortress and

RaillAmenca on Dec 1, 2006 in Dockel 34972, Foriress Investment Group LLC, et al — Control Exemption —

RailAmenica. Inc , et al

% Or, $30 9 milhon according to page 5 of Appendix A of the Venfied Nouce of Ixemption, filed by Fortress and
RailAmerica on Dec 1, 2006 1n Docket 34972, Forness Invesiment Group LLC, et al - Comrol Exemption —

RatlAmerica, Inc , et al



Traffic and Revenue Chart

' Unknown now much of this figure may include the $400,000 given to CORP for ties and ballast on Coos Bay
Line from the Oregon Short Line Rmlroad Rail Infrastructure Improvement Program

' Or. 46.376 cars according to page 5 of Appendix A of the Pention by Applicants for Revocation of Class
Exempuions, filed by Fortress and RallAmenica on May 22, 2007 in Docket 35031, Fortress Invesiment Group LLC,
etal — Control — Florida East Coast Rathway, LLC

12 Or, $30 2 million according to page 5 of Appendix A of the Peution by Applicants for Revocation of Class
Exempuons, filed by Fortress and RallAmenica on May 22, 2007 1n Docket 35031, Fortress Investment Group LLC,
et al — Control = Florida Last Coast Railwan, LLC

¥ CORP claims to have spent $934,000 or 32% of the gross freight revenues on the Line on maintanence tn 2006
and an average of 28% of annual gross freight revenues between 2003-2007 CORP Response to the Show Cause
Order, filed May 12, 2008 at 11

™ Or, 4,586 cars annually in the future according lo the two pro-forma Term Sheet proposals (hitled “Draft Coos Bay
Shippers/CORP Term Sheet™) made by CORP i January 2008 Exhibats 37 and 38

' Tunnel 15 rcpair and collapse

1® Or, 38,691 cars according to page 5 of Appendix A of the Venfied Notice of Exempuwon. filed by Fortress and
RailAmerica on March 3, 2008 1n Docket 35122, Fortress Investment Group LLC, et al — Exemption for
Transaction within a Corporate Family

17 Or, $27 5 million according to page 5 of Appendix A of the Venfied Notice of Exempuion, filed by Fortress and
RailAmenica on March 3, 2008 in Docket 35123, Fortress Investment Group LLC, et al - Exemption for
Transaction within a Corporare Family

'8 Until embargo Sept 21, 2007 Total traffic for the year was 4,018 cars according to page 3 of CORP Response 1o
the Show Cause Order, filed May 12, 2008

1 CORP claims to have spent almost 40% of the L.ine's revenue on capex for the Line duning the last 3 to 4 years
STB Ex Parte No 677 Common Camner Obligation of Railroads, April 25, 2008 Heaning Transcript at 114
(Testimony ot Paul Lundberg)
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RAILAMERICA

' Press Releases
About Us
Invesior Relations

overviow

stoex gquots

stock chart e g::)_wzggr_;ca. Inc {ticker' RRA, exchange' New York Stock Exchange ( N)) News Release - 21-

press relezses

S o CORP Discontinues Operations On Coos Bay Line
ir calendar
preseniations Roseburg, OR - The Central Oregon and Pacific Railroad (CORP) announced today that
it 1s discontinuing operations between Vaughn, OR and Coquille, OR due to unsafe
' tunnel conditions The rail ine segment has nine tunnels, each more than 115 years old,

analyst coverage several of which are no longer safe to transit The rail carrier has notfied its customers
SEC fillngs along the line and will issue an embargo notice to the Assoclation of Amencan Rairoads

R - notifying all other ral camers that rail cars will no longer be accepted for delivery Final
Lannaal report o deliveries of goods In transit are expected to be completed by the end of the month

corporate qovernanca

funcamentals

o . Late n 2006, the carrier began extensive repairs to one of the tunnels. The repair work
“request informaticen . triggered a tunnel collapse that cost aimost $2 milion to repair. Since that ime, CORP

Email alerts .. has engaged an internationally known geotechnical and environmental engmeenrng firm

with particular expertise in rail tunnel repairs to assess the status of the tunnels on the
m line The experts determined that three of the nine tunnels require extensive, mmediate
repairs to be made safe for rail operations and minimize the nsk of collapse

- - CORP General Manager Kevin Spradhin said the company would seek to form a public-
private partnership to make repairs to the line, but that the amount of money required 1s
significant, totaling nearly $7 million over the next five years for tunnel repairs alone "We
Enployment regret any inconvenience that this closure causes our customners, but the ine has
-l become unsafe for our employees to use,” said Spradiin “We tried to keep it open as

long as possible " The CORP 15 making space available for customers that want to truck

Customars their goods to the carner's Eugene to Roseburg line for transfer into rail cars

— Previous efforts 1o increase rail rates on the line through a surcharge were unsuccessiful.

"The Coos Bay line just doesn't have enough business on it today to justify us making
the repairs,” said CORP Marketing and Sales Manager Tom Hawksworth “Even if the
money were suddenly avallable, it's not safe to make the repairs until after the rainy
season next Spnng ~ Hawksworth added that the hne could be reopened to support a
container terminal at Coos Bay should such a terminal be developed

All media inquines should be directed to Toby Srebnuk at Tilson Communications
Media Contact

Toby Srebnik

Tilson Communications

tsrebmik@tilsonpr com

561-908-1995

Jm Wurtz

NREC
800-253-2905

http.//www corporate-ir.net/ireye/ir_site zhtml?ticker=rra&script=410&layout=6&atem_1d=1057984 10/10/2007
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the Wab
O By Elise Hamner, City Editor
1 Search l Frday Seplember 28 007 14 42 AM PDT

POLL Oregon Congressman Peter DeFazio 1s calling for a

Past Resuils Federal Rairoad Administration investigation into the
Central Oregon & Pacific Railroad’s closure of the

NEWS/HOME Coos Bay short line

Local News

Naton/World DeFazio sent the agency's admimstrator, Joseph

Elechons 2008 Boardman, a letter Wednesday asking his agency to

Sports review CORP engineening reports They are

Outdoors scheduled to talk Tuesday DeFazio also wants the

ggﬁ:g;g:o":ti agency's inspectors on the ground — in rairoad

Business/Fmance tunnels the company deemed unsafe

ﬁ‘c’,’;‘;‘,‘,“,{,‘,‘;‘,’ke, “| also request that FRA tunnel inspectors perform a

Science/Health physical inspection of the line and evaluate what, if

Archives any, repais are necessary to make the line safe for

Weather operation,” DeFazio wrote

Event Calendar

Editonal Staff The letter followed the railroad’s action to file an

Tide Tables embargo on the Iine Sept 21 The embargo indicated

Mulimedia the line was closed because three tunnels are unsafe

OBITUARIES On Thursday, the railroad agency's public affai's

Obituanes specialist, Warren Flatau, didn’t say how soon FRA
inspectors might be on the Coos Bay line’s tracks

MARKETPLACE

View Classmeds “I wouldn't want to speculate,” he said

Find a Job

F:nd a Home “Unequivocally, we will seek to be fully responsive to

Find a Car the congressman'’s concemns,” he added

Shop for Values

Yellow Pages More pressure

Place an Ad

COMMUNITY The state of Oregon also wants answers

Cuisine Railroad officials said they based their decision to

Elducaté'o?s o close the tracks on engineers’ reports and their

R::r'?on arden concem about employee safety The governor’s office

Wedgdmgs and the Oregon Department of Transportation’s Rail

Anniversaries Division are demanding coples of the private

Births engineering reports The state hadn't received copies

Now Hear This as of Thursday morning

Health Info

OPINIONS But that's not the only pressure on the railroad

Letters ODOT has put on hold plans to give CORP §7 million

Editonal

Kudos

hitp //www theworldlink com/articles/2007/09/28/breaking/doc46(d4962¢8d65820487767 txt

A train engineer gives one last wave, as a
final Central Oregon & Pacific Raillroad train
leaves Coos Bay on Wednesday morning
The engine pulled a long train of empty
cars, a few carrying lumber for Geargia-
Pacific mill and some partial loads. The
engineer said the train would head to Coos
Bay's North Spit Today, CORP started
pulling the cars to Eugene. The company
annhounced last week 1t 1s ceasing operation:
on the Eugene-to-Coquille ine due to

unsafe tunnels. World Photo by Lou Sennick
Advertisement

I“’—l—"""**"“\ F"T\ ﬂ*‘\:l‘

-’/—_.
/ CoosB

L

TOYOTA

I ]

from the 2005 Legislature’s Connect Oregon program to help build a $9 6 millien rall yard next to an

existing one In Winchester

12/28/2007
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Page 2 of 5

“That project comes into question with all the recent events,” said Kelly Taylor, Rail Division administrator
It's unusual for a private railroad to get any public money But, the rallroad made a convincing case

The project was to alleviate over capacity at the rail yard in Roseburg The railroad had said in a grant
request two years ago that the project would give forest products companies more opportunities to ship by
rall The Coos Bay line served at least three South Coast woad products companies, which now have no
direct access to rail service

“We need to understand what's happening, what's going on and whether or not this project should go
forward,” Taylor said

On Wednesday, the final train slowly slid out of Coos Bay The engineer aboard said he was heading out tc
pick up the rallcars remaining at the sawmill on the North Spit Those cars were leaving the area for
Eugene this moming CORP has told sawmill managers this 1s the last load

Silence on the line

CORP has 1ssued no public siatements since an initial press release announcing the closure But this
week, railroad officials sat down with members of the Southwest Oregon Economic Expansion and
Transportation Team in a closed door meeting in Roseburg The group gathered as it has for neariy two
years to talk about the Oregon Gateway project to atiract a container shipping terminal development to
Coos Bay CORP and Union Pacific staffers are part of that group, as they have been all along

People attending the meeting reported that the Coos Bay line closure came up The conversation was
tense CORP officials reportedly said the railroad had invested $47 million over the years in upgrading
tracks in Oregon Rep Wayne Kneger, R-Gold Beach, apparently challenged that He demanded to see
the documents proving it

Throughout those meetings In the past, the group has discussed poor conditions of the CORP's tracks on
the Siskiyou line down to California, said Rep Susan Morgan, R-Myrtle Creek

"The railroad has made no secret about it,” she said

In fact, the railroad 1s under a 2-year-old safety compliance agreement with the Federal Railroad
Administration The feds 1ssued it less than two years ago after deciding the railroad was inadequately
maintaning and nspecting its tracks The agreement pointed out that in visits to CORP tracks in Oregon
from 1998 io late 2005, FRA and state inspectors found 4,067 noncompliance conditons That mcluded
everything from gauge defects to defective cross ties, rails and rail joints There was no mention of tunnels

Profit or not?
Reparrs are costly, especially now when rail business might be slowing

Morgan said she knows sawmills have cut production due to a slump in the housing market, which
undoubtedly has affected shipments to the railroad A Georgia-Pacific employee said that has been a
factor In a slowdown in operations at the Coos Bay sawmill No numbers are available on the exact numbet
of rail cars heading from the South Coast to Eugene

In 2003, the rallroad company took a big hit when Weyerhaeuser Co closed its mill on the North Spit

= Then, the railroad lost 315 cars per month This year in an annual report to the Oregon Railroad Division,
CORP said it moved 45,017 rail cars on its Oregon tracks in 2006 Taylor estimated 10 to 15 percent of
those came from the Coos Bay line and said she has no idea whether the ine was profitable It's a private
busmess The company doesn’t have to share that information

“It either generates revenue or you don't do it anymore,” she said
Speculation
In the end, though, state officials and local lawmakers say they are disturbed most by the attitude and

responses of officials of CORP and its parent company RallAmerica When asked what their plan 1s to
reparr the Coos Bay short line and re-open for business, officials were blunt

12/28/2007
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“We have no plans,” Taylor said of CORP’s response this week to the officials gathered at the meeting in
Roseburg

“They got asked again, ‘We have no plans,”™ Taylor said of the repeated response

“Saying you are calling an embargo with no plan i1s absurd,” she added

That's led to speculation

“If you're not going to make repairs, then you head down the abandonment line,” Taylor said

There's a federal process required for abandonment In the end, simply It can mean a railroad walks away
It can pull up its tracks, sell them for scrap and sell the nght of way

There have been rumors of exactly that In past months railroad online bloggers have suggested the
railroad might also end operations on the Siskiyou ine CORP reportedly denied that when pressed for an
answer

“It's a real negative atmosphere when everybody 1s basing the discussions on rumors,” Morgan said “What
we really need i1s the CORP to sit down at the table "

& printable version & e-mail this story

Commaents

JDLAMPKE
wrote on Nov 7 2007 7 32 AM

Steve, By your statement that the railroad should be closed, you have shown a definite lack of knowledge of all
the 1ssues, as well as a definite lack of vision for the future of all concemned Trucks poliute Trucks cause {raffic
problems Trucks tear up the lighways Trucks are the worse way to go in the long run Plus, who do you think
will pay for the increased cost of the products from the mills, as a result of the increased shipping costs?
Everybody needs to sit down and work this out That railroad hne MUST be repaired and operable Even If the
State picked up 100% of the repar bill, it would pay off in the long run Coos Bay needs a good and reliable
railroad to attract containenzed shipping In the long run, it could be a gold mine for Coos Bay

Report Abuse

MILO KLEITSCH
wrote on Oct 9, 2007 12 21 AM

Contact CORP / RallAmerica and the ODOT immediately! Don't let either entity sleep a single minute this week!
Demand that rail service to Coos Bay be retamed for public and economic henefit Any achon less than that on
the part of the public and local governments 1s not an action at all' Milo Kleitsch Tigard, Oregon

Report Abuse

WILLIAM
wrote on Qct 6, 2007 8 12 AM

Steves an idiot If he thinks that closing down the railroad screwy all that would is tear up the highway coming from
the coast and cause more traffic accidents

Report Abuso

NOT STEVE
wrate an Ocl 5, 2007 1 59 PM

Gee, Steve, do highways run in the positive? One truck does the damage of hundreds of cars, and the public
pays that Transportation 1s a system, and it's been out-of-balance in Amenca for too long because Amencans like
Steve think ‘rallroads cost money, but highways are provided by God ' If highways are provided by God, Steve's
argument makes sense But in reality, and in the long run, abandonming the Coos Bay line will be regretted by
genereations to come, not to mention all the people dealing with all the truck traffic --RelentlessCactus

http //www theworldlink com/articles/2007/09/28/breaking/doc461d4962c8d65820487767 txt 12/28/2007
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By Elise Hamner, City Editor
Sawnday Oclober 6 2007 10 13 AN POT

They met with shippers Thursday

They met with South Coast lawmakers Thursday
aftemoon

They met with Gov Kulongoski's staff Friday
They came up with a timeline, too

But the document railroad officials gave to legisiators
1s not a timeline for repairing three deteriorating
tunnels on the closed Coos Bay short line Instead,
Central Oregon & Pacific Raillroad and its parent
company RailAmenca provided “A Draft Timeline for
Coos Bay Line Public/Private Development " (see
sidebar)

“We can't force them to run freight We can't force
them to run trans,” said Chrnis Warner, Gov
Kulongoski's transportation adviser

And CORP can't force the state to pay for repairs to
the century old, privately owned rail lne The company
has said that's what a public/private partnership would
do

“If there 1s going to be any kind of public Investment,
there has to be accountability,” Warner said

CORRP filed an embargo on the line Sept 21,
announcing it would end rall shipments on the line that
inks Coos and Western Douglas county to Eugene
and destinations south, east and north At the time, a
company press release said It would cost $7 million
over the next five years for tunnel repairs It would cost
$2 8 million to open the line now

The state’s in no rush to forge any deals The money
it's planning to spend is $2 million set aside by the
2007 Oregon Legislature to look at all rall facilities
The study would figure out capacity on lines statewide
now and future, and point out how the state could
make the wisest use of iis dollars — should it choose
to invest in rail

There's a saying in Salem these days, Wamer said, “If
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Company&€™s timehne memo I

The following 1s the text of a memo Central Oregon
& Pacific Ralroad and RallAmerica representatives
provided o siate officials on a timeline conceming
the Coos Bay short ine

&€caDraft Tmeline for Coos Bay Line
Public/Pnivate Development !

By Nov. 1, 2007

Gather Facts and Data on the Line

By Nov 18, 2007
1
i Synthesize Data and Orgamnize a Meetng with

; Stake Holders

Meet, Review, and Share Information

Brain Storming and Problem Solving

12/28/2007



The World Link Archives Railroad not budging on closure

ENTERTAINMENT

Out & Aboul
Ballyhoo
Enteriainment
Calendar
Movies/TV
Comics
Crosswords
Sudoku Online
Oregon Lottery
TownHall
Horoscopes
Stocks

SPECIAL SECTIONS

PHOTO GALLERIES

SUBSCRIBER
SERVICES

Start New Delivery
EZ Pay

Gift Subscnptions
Pay Bill On-line
Change Address
Vacation Stop-Starl
Delivery Comments
Questions Answered
Newspapers In
Education

Free Trnial Offer
Single Copy Locations
Privacy Policy
CUSTOMER
SERVICE

Staff Directory
Jobs at The World
Anniversary Form
Wedding Form
Guestbook

Email Alerts
Dehvery

Contact Us

About Us

2ip Codes

Amber Alerts

THE UMPQUA POST

BANDON WESTERN
WORLD

TODAY'S FRONT
PAGE

e

L
!
{

'.
.

Wi
i)
|

f

FE

http //www theworldlink com/articles/2007/10/06/breaking/doc4707b967e3ad1417847745 txt

Page 2 of 5

you have seven tunnels on a system and you fix six of
them, it doesn't do you a lot of good "

Assign Tasks as Necessary
The one-day warming of the Coos Bay line closure
Sept 21 whipped up a flurry of cross-state and cross-
country phone calls,  e-mails and face-to-face
meetings

By Dec 15, 2007

I

I

I

1

Follow-up Mesting to Report on Tasks ‘

The state demanded to see an engineenng report |
i

justifying the closure State officials got their hands on
that Wednesday, but said it will not be released to the
public since It i1s privileged business information

Refine Options and Determine Best Path Forward

“I wail tell you it was a report that was written in July,” By Dec 31, 2007

said Oregon Rail Division Administrator Kelly Taylor
It outlines concerns with different parts of the

Prehminary Recommendatonsa€l
tunnels "

Congressman Peter DeFazio demanded an investigation into the rallroad’s statements that three of the
nine tunnels pose a safety hazard He wanls Federal Railroad Administration inspectors on the tracks and
in the tunnels The team 13 due here next week, DeFazi0's office said Fnday

“The FRA I1s going to perform focused inspechons that will Include reviewing and auditing inspection and
maintenance records, and that will nclude visual inspections,” said Warren Flatau, the agency's public
affairs specialist

While inspectors might be husthing, thera's no indication trains will budge for eight months or more

CORP's general manager, Kevin Spradlin, who's based in Roseburg, answered his mobile phone Friday
aftemnoon He had hitle to say

“I need to refer you to our public relations’ folks,” Spradlin said three times before hanging up

The company's spokeswoman, at Boca Raton, Flonda-based Tilson Communications, has returned no
phone calls or e-mails since the closure

At meetings Thursday and Friday, rallroad officials indicated the soonest repairs might happen 1s May In
the meantime, Union Pacific rallroad officials reportedly are meeting with sawmill owners and Reedsport-
based American Bndge to come up with other options to help get their products and raw matenals from
factory to rail

All the while, American Bridge 1s left scrambling trying to figure out how complete steel structure jobs for
projects in Washington and California and still make money on contracts signed long ago What would cost
5 cents per pound to ship by rail costs 25 cents per pound to ship by truck, said Donna Train, manager of
the Port of Umpqua

Train has been working through the Douglas County Industrial Development Board to help Reedsport-area
businesses expand American Bridge was hoping to boost its work force from 57 to 80 by the end of the
year A second company, Dailley Wood Products, was planning to open a wood pellet production mill at
Bolon Island Tran 1sn't sure how the loss of rail will affect those businesses’ plans

_-_-; Then there's Oregon Resources, the company moving through the permitting process to open a chromite
Z mine and processing facility in Coos County Chief Operating Officer Dan Smith told Coos Bay port officials
= at a meeting last week his company plans to ship out 700 to 1,000 rail cars a year on the Coos Bay line

That would bolster CORP's statewide rail car shipments that totaled 45,017 in 20086, according to the

* Oregon Raill Division Thal was down from a 10-year high of 49,446 rail cars 1n 2005, but a big jump from

the 32,000 carloads that moved across the tracks in 1995 Taylor estmated the Coos Bay line accounts for
10 to 15 percent of that traffic

Statistics aside, railroad officials have told lawmakers they aren’t making money off the Coos Bay line,
especally if millions of dollars in needed repairs are penciled in

The meeting between Southern Oregon legisiators and railroad officials Thursday aftemoon was cordial,

12/28/2007
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but there's no hint of a solution Sen Joanne Verger, D-Coos Bay, said she felt the railroad managers left
with a clear understanding of the issues they face with the shippers, with the public and with the
Legislature

But, she said, lawmakers, too, walked away with a clear understanding of rairoad managers’ sentiment

| “They don't look at 1t like it's their problem,” Verger said

= printable version & e-mail this story

Comments

JDLAMPKE
wrole on Nov 7 2007 7 06 AM

This whole affair 1s sad Very short-sighted of the State and CORP, to allow that ine to close Coocs Bay could
substantially ncrease shipping traffic, with the resultant increase in radroad intermodal freight and local jobs
Invest n the ine Upgrade the tracks and tunnels t¢ enable heavier, double-stacked containerized freight More
and bigger ships will go to Coos Bay There will be more good jobs for residents of the Coos Bay area The
railroad will see the increase in traffic it needs to turn a good profit Have a wision for the future of Oregon, the
railroad, Coos Bay and the good people living and working there

Report Abuse

TRIMODAL
wrole on Oct 27, 2007 9 22 AM

Send the FRA out on the rest of the CORP before Rait decides to close 1t to It's simple Rail owners u need to
spend capital to grow the business Your lucky the state hasn't figured out the rest of the CORP needs capital U
make a lot of $3 on that though and u can't abandon it since UP 1s the lessor Please reinvest in the railroads you
own FORTRESS Prove u are in it for the long run U better reinvest in the FEC its a high speed rr just in case u
cidn't know

Report Abuse

ME2
wrote on Oct 22, 2007 12 55 PM

ANother Rall Amenica employee here, the new ownership of the company 1s irresponsible in its "stewardship™ of
the properties it acquired If they don't want it sell it to someone that does They want the traffic but are stingy in
therr capitalization or repair projects have they compiied with all Surface Transportation Board protocols and
proceedures? Have they met all standards established by the State of Oregon? Powerful action on the part of
employees, shippers, the government and on ine communities 1s all that these jackals will understand! good luck!

Report Abuse

ME
wrole on Oct 22, 2007 10 25 AM

| work for another Fortress owned railroad Its all about the money and they will close and abandon roads that do
not make the grade expect more Foriress railroads closed They led to us, and said they are in it for the long
haut { dont think so

Report Abuse

JIM LONG
wrob~ on Ocl 7 2007 12 04 PM

Oregon DOT needs to acquire this cntical piece of transportation infrastructure, the same way they own the
Astona branch line along the Columbia and the former Oregon Electnc line This neads to happen soon, before
the line detenorates any further Let the state own the road bed, bndges and tunnaels, and lease trackage nghts
back to CORP This route 1s just as cntical {o the area as State Highway 38 and 42, and if pnvate industry lacks
the wision to find value in regional short-line railroads, then the Department of Transportation must step in to avoid
losing these lines to abandonment

http //www theworldlink com/articles/2007/10/06/breaking/doc4707b967¢3ad 1417847745 txt 12/28/2007
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CORRP calls for rail partnership

By Elise Hamner, City Editor
Thureday, Navember 15, 2007 1 31 PM PST

EUGENE — Some people on the South Coast are
hoping for some kind of miracle to bnng the Coos Bay
rail ine back into operation

Ralated Links’

July 2007 Tunnet Report
Sept 2007 Tunnel Letter
Oct 2007 Tunnel Tables

The Central Oregon & Pacific Railroad 1s hoping for | Nov 14 Partnership

money — more than $23 million Oct 2007 DeFazio Letter
Related story Nov10

On Wednesday afternoon, CORP officials and Related story Oct28

managers from the rallroad’s parent company, Related story Oct23

RailAmenca, unveiled their proposal to re-open the Related story Oct20

line They called for a public-private partnership Advertsement

Fewer than 20 people came to hear it, including
shippers, some public officials and fellow railroad
execs

s
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Partners would share in the costs to repair
detenorating tunnels. They would pay to replace 88
miles of hies and to fix bndge defects, according to
CORP's presentation to the group of proposed
pariners invited to Eugene’s Valley River Inn

The partners

CORP proposed to divide the costs at $4 66 million for
each partner its managers selected Those asked o
come up with money include CORP, the Union Pacific

raifroad, the Oregon Department of Transportation, the ¢ P l
Oregon International Port of Coos Bay and the

shippers Companies such as Southport Forest

Products, Amencan Bndge, Georgia-Pacific and The detalls

Roseburg Forest Products would pay $204 more per
carload with a guarantee they would send out at least

5,700 carloads annually Ceniral Oregon & Pactfic Raiiroad officials, along

with managers from parent company RailAmenca,

The realrty is the line loses money, said RailAmenca's | S8 the Coos Bay rail ne needs $23 3 million in
Bob .Jones, the vice president of the company’s upgrades That would inciude

western region ,
* Tles: $2 42 million, 88 miles need replacement
“Unfortunately, it makes it tough to invest a large
amount of money when we're losing approximately
$1 5 million a year on the hine,” he said * Surfacing: $669,000, covers surfacing raill where
ties would be replaced

Even so, rallroad officials aren’t ready to give up the

line * Tunnel liners. $6 68 milion The cost would be

broken into two phases In 0-12 months, $2 86

Railroad executives said they've spent $4 3 million

12/12/2007
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ENTERTAINMENT  over the past six years on the line, but they didn't give | milion, in 1 to 4 years, $3 82 milion
out any revenué information.

Out & About

Emallynhao;mem And to keep it operating, rallroad executives want mg"&%‘;; $1E°! 5.,%"";:""";2:3%‘7&‘; bfsb;g"e"

Calendar ODOT to sign a five-year deal to pay up to $2 million milkon. to fix condibons that could bacom'e unsafe

Movies/TV annually for operating costs and $2 milion over each $375 ,'m“,on )

Comics of three years for maintenance

Crosswords

gurgg:: a:ul:; The timeline * Tunnel dralnage* $3 milon

TownHall Executives said they would like to have commitment

ggg:? pes from partners within a month In a best-case scenario, | CORP c‘;’;"“’d the followng groups wouid pay
bids could go out March 1 The all-important tunnel those costs

SPECIAL SECTIONS ypgrades could start June 1 and be completed by
summer's end, allowing the railroad to re-open come | . .
PHOTO GALLERIES Sgptember 2008 CORP: $4 66 million

:g:efgég ER But the work can't stop with tunnels, CORP officials * Union Pacific: $4 66 millon

Start New Delivery _ Sad
EZ Pa * .
Gift Subscnptions "W can go in there and fix the tunnels, but in a year | * Oregon Department of Transportation: $4 66

Pay Bill On-line we would be in the same situation,” said Marc Bader, | Million grant
Change Address RallAmenca’s chief engineer
Vacation Stop-Start * Oregon International Port of Coos Bay. $4 66

Delivery Comments  aAnd more, Bader said, now 1s the most efficient tme to| maiion
y ) grant
Questions Answered 4, 11 repairs — while the rail line 1s down

Newspapers In

E:’;ﬁ‘,’:;’,‘ Offer *So, I'm sure you have questions We're ready,” Jones | * Coos Bay line shippers: $4 66 milion through a

Single Copy Locations Said when his presentation was done $204 surcharge per rasl car

Pnvacy Policy

gg:;r’?&m Questions Over five years to keep the lne open, CORP is ,

Staff Directory The room was silent for a time before a Union Pacific | PPP%%"™ the state pay |

Jobs at The World official asked whether the tunnels would be able to

Anniversary Form accommodate double-stacked contaner trains He * Annual operating offset $2 milion

Wedding Form was refeming to talk that APM Terminals of North

g“"s'";ﬂt‘s America 1s considenng the feasiiiity of bullding a

Dalvle e container import terminal at Coos Bay * Starting in year three: $2 milllon annually for rail

nt::ty Us maintenanca

About Us “No,” Bader told him

Zip Codes

Amber Alerts Two representatives from Reedsport’s Amencan Bndge asked what will happen If the proposed partners
say no

THE UMPQUA POST

BANDON WESTERN “There are other options We'll just have to see what gets us there,” Jones responded

WORLD

TODAY'S FRONT State Rep Termry Beyer, D-Spnngfield, who chairs the intenm committes on transportation, asked why the
PAGE ralroad didn’t work with any proposed partners 1n coming up with a plan

E_m__'-'; This was that opportunity, Jones said

=sy = That didn't sit well with Douglas Timber Operators’ Executive Director Bob Ragon He demanded to know
3 why CORP felt it was more economucal for other entities to borrow money for rail repairs

“We're not in this alone,” Jones told him. “Number one, who do you represent?”

“The timber industry,” Ragon responded "The shippers. Lots of them ”

> “| will ask you this guestion,” Jones said “What do you do with your businesses when they fail?”

John Johnson, with Oregon Rail Division, asked why the company recently tumed down a $40 million low-

iE=rasz |nterest loan to make repairs on the company’s Coos Bay and Siskiyou lines Jones responded that at the
m time, managers thought there was money available from other In-company sources

httn /Awrww theworldlink com/articles/2007/11/15/mews/doc473cal 5a05¢64066607709 txt 12/12/2007
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“They decided 1t wasn’t the most economical way to make those repairs,” he said

Jones blamed the detenoration of the line on the railroad’s former owner, Southem Pacific, which was
bought out by Union Pacific When lumber mills shut down in the 1980s, the railroad stopped investing
And more, federal officials don't oversee tunnels and brndges, Jones said It's been up to the rairoad
companies to police themselves The industry has found over the years that hasn't been the best situation,
he said

Rep Beyer told CORP and RailAmerica that state money 1sn't likely to matenalize anytime scon The
Legislature won't be allocating new spending until 2009

“! can tell you that s pretty much an impossible timeline for a request,” she said
Throughout the presentation, however, rairoad officials were adamant about the partnership
"Somehow somebody’s got to make a deal with us We own the line,” Jones said

Lawmakers respond

After the meeting, Sen Joanne Verger, D-Coos Bay, talked less about money and more about what she
percerves as a lack of trust n CORP

“This process has left a number of legislators and people in the public with a lot of anxiety,” she said
She added that the state 1Is commitied to economic development but it will consider other options
“| think if you want somebody to bail you out, you create a cnsis,” she said “We have a cnsis "

Congressman Peter DeFazio, D-Ore , who sent a staffer to Wednesday's meeting, said this morning that
the company 1s buying time should AP Moeller Maersk, APM's parent company, choose to locate in Coos

Bay

“To subsidize their ongoing operations so they can wait for a fremendous windfall 1 not in the public
interest,” he said.

He in no way supports subsidizing the private railroad with taxpayers’ money

“This 1s a fabulously wealthy company Five pnncipals took about $500 million each out of the hedge fund
before they went public last year,” he said of Fortress investments LLC, which bought RailAmerica earlier
this year

DeFazio said he sees two options the port pursuing ownership through federal channels or the state of
Oregon taking the rail ine through eminent domain.

“I'm recommending that we use any and every legal tool at our disposal to relieve them of their burden,”
DeFazio said

& printable version B e-masl this story

Comments

Rallroaded

wrote on Nov 21, 2007 6 45 AM

" When a railroad calis for a partnership  you really need to run Railroads don't partner unless its good for them
Expect this story to die soon The whole 1dea of the “"partnership” 15 to say that they ined and then move forward with
plans to abandon after the public ocutcry The state lost an oppportunity o use its leverage with Fortress Lots of
other hedge funds would die for $450 million in thus cimate What has been there performance anyway? *

leftcoast ranger

wrote on Nov 19, 2007 10 10 AM

* DeFaziw Is nght, let's relieve those fat-cats of therr financial burden as fast as possible so we can run the railroad
the nght way for our local businesses Local control Is more stable, efficient, and has real responsibility and mterest

httn-/Awww theworldhnk.com/articles/2007/11/15/news/doc473cal 5a05c64066607709.txt 12/12/2007
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CENTRAL OREGON & PACIFIC RAILROAD, INC.

333 SE Mosher Avenue * PO Box 1088 » Rosebury, OR » 97470 » Phone 541 957 5906 » Fax 541937 0686

December 22, 2007

From the Management of Central Oragon and Pacific (CORP) Railroad and its
parent company, RallAmerica

The Coos Bay rall line is closed for now, but we plan to reopen K one day.

In Septembar of this year we determined, after a thorough review by an industry renowned engineenng firm with
special knowledge of tunnels, that K woukd not be right to continue to ask our employees to take the nisks
associated with traveling through the tunnels to reach Coos Bay from Eugene OQut of concern for therr safety, we
closed \he ral ine unt|) repairs ere made Since that time, inspectors from the Federal Ralroad Adminisration
have confirmed that we made the right decislon

Some have complamed that we should have given more notice before closing the hne It |s unfortunate that we
were not able to predict such aclosure well In advance We made the decislon as soon as we came to
understand that continued oparations put our employees In danger. We believe it was a declsion that most others
would have made with simitar information  Given the unfortunata timing, we tried to help dimimish the impact of
the shart notice by offering altarnatve services to our customera at an aconomic kss to our company

W want to reopen the line, but the rail traffic on the line today does not pay for the repalrs In fact, for several
yoars, we have been puting more money into the hne than we have made from Hs operation In 1998, this line
camed more than 10,000 loaded rail cars, but last year the number was down to 1ess than 8,000, and this year it
was on pace for even fewer Now the line nesds a considerable amount of money to safely reopen and to reman
open for more than a year or two

Wa believe the owners of GORP will be served with a successful reopening of the kne if we have a viable financial

plan after it reopens So we stand prepeared to contribute some more of the owners’ money 1o reopenmg the .
line But the owners alone cannot jushfy the cost of reopening the line, so we have proposed a public-prvate !
parinerstup to fund the ling's reopentng and continued oparatian

Public-private partnerships to improve and sustain freight ralload infrastructures are not new, and they are not
uncommon These partnerships are being successiully used to preserve or Improve rell service in a number of
situations in places such as Virgima, West Virginla, Florida and Califomia

Our public-prvate partnership plan calls for the five main beneficiary groups to each pay 20% of the more than
$23 milion n estmated costs to reopen the iine, and for the State to contnbute to the cost of operating the Iine
until ¢ can became profitable agan

In addilion to the owners, the four groups that we have proposed to parilclpate In the costs to reopen the line
are Union Pacific, the lame reulroad to whom CORP delivers the rall cars, the businessas that CORP serves, the
State, and the Port of Coos Bay Keeping the lina open helps the State and the Port attract and keep industnes
and the jobs and taxes provided by those indusines

Proposals have been matie that tha Port, or the State, or some olher public sntity, acquire our ine  We don't
believe that will help In any way bacause the cost of mpalnng and operaling the line will not change with a
change of ownership  Just having new owners for CORP's Coos Bay line won't bring back the mills that closed
in years past or add other industries to spread the cost of operation In addltion, new owners would have to pay
many more milkons of taxpayer doligrs to buy’ths line than just to repar and operate it Wo see the calls for
someone else to own the line as misplaced frustration for the economic conditions and other circumstances that
got us where we are

The sad reality 15 that Amenca loaes rait kinas every year These rail ines are not profitable, are not expectsd to
be profitable, and do not recelve adequate outside fuding They are “sbandoned" ard closed for good But we
are not taking that path with the Coos Bay Iine



We are worlang to flnﬁ"w to reopen the ine We have been disappomted that very (ittle of the dialogue
around this 1ssue has bén from anyone trying to help us find & path that will work for all of us CORP 1san
Oregon-based busmess-ﬂa!-]‘lke many others, one that deserves and intends to make a decent profit so we can
remain n business, seqi&g;g}uslomars and shippers, providing good jobs for our employees and contnbufing to
the tax base of the region” We ask for and deserve no more than the opportunity to do that

On behalf of the management of CORP and RallAmenca,

John Giles Bob Jones Kevin Spradhn
CEO Regional-vVP General Manager




RailAmerica Operations Support Group, Inc.

¢ A RaillAmerica Company
Corporate Headquarters
February 4, 2008 5300 Broken Sound Blvd , NW
Boca Raton, Florida 33487
Tel 561 994 6015

Fax 561994 0396
Govemor Theodore R Kulongoski

State of Orcgon

State Capitol Building
900 Court Street, NE
Salem, OR 97301-4047

ZIransmitted vig Email
Dear Governor Kulongoski.

I want to thank you for inviting RailAmerica to participate in your meeting on January 24 1n
Salem regarding the status of the Coos Bay line of our Central Oregon & Pacfic Railroad
(“CORP”) That line and railroad are important to RailAmerica, as are all of the customers we
serve in the Coos Bay area

Dunng the meeting, you spoke frequently of the good faith efforts our railroad needed to
demonstrate as evidence of our commitment to the commumty 1 order to secure your support
As information for you, CORP and its employees have been dedicated to providing quality
service to the shippers of southwest Oregon for over ten (10) years. From 2002 to 2007, the
CORP and RailAmenica have invested over $48 million 1n maintaining and improving the track
structure 1 Oregon (including investments in the tunnels of the Coos Bay and Siskiyou hnes)
Part of that amount - $5 5 million — 1s the upfront payment that CORP has made in the
Winchester Yard project, presumably in contractual partnership with ODOT.

In addition to the monetary mvestments, the CORP recently performed a ngorous Safety
Compliance Agreement with the Federal Railroad Admimstration requnng enhanced capital and
matntenance improvements to the CORP’s track structure CORP’s successful completion of that
program 18 a tnbute to the dedication of all its employees, and to RailAmerica’s ability to
successfully partner with public entiies. The FRA was quite complimentary of CORP’s efforts,
and, as you may recall, also concurred with CORP’s safety and engineening decisions regarding
the Coos Bay line.

In the context of CORP’s and RailAmenca's continuing long term commitment to its Oregon rai)
lines and operations and to the rail service CORP provides to its shippers, and 1n light of our
discussions with you on January 24, CORP and RailAmerica wish to make a further good faith
effort by reopcning the Coos Bay hne from Vaughan to Coquille As we have stated, we can’t do
it alone, but in partnership with the stakcholders we are willing to use our best efforts to reopen
the hine

The CORP will begin the process of repainng the tunnels to the extent that service on the Coos
Bay from Vaughan to Coquille can be safely resumed, as promptly as safe engineering and
construction standards will pertt. The CORP will fund these repairs.



RailAmerica Operations Support Group, Inc.
288 s A RailAmerica Company

In order for CORP and RaillAmenca to make this expenditure, we need to know that our
investment 1s toward the long term viability of the Coos Bay line, and not merely a transitory
resumption of service until the next infrastructure calamity As such, we request a pubhc
commitment from Oregon, not for the 1mitial restoration of service, but for the funds necessary
for the secondary phase of the capital infrastructure improvements, and for support of the
ongoing operation, necessary to make this rail line viable on a long term basis

We believe this sort of public commitment to be clearly in the State’s long term interests of
preserving freight transportation in southwest Oregon. Our plan 1s practical, realistic, and far less
costly to the public than any plan that presumes the State acquinng ownership of the line from
Vaughan to Coquille. Upon receiving Oregon’s commutment, we will ask that ODOT
immediately begin discussions with us as to how these funds will flow

This investment will make 1t possible for the shippers on the line from Vaughan to Coquile to
rely upon reliable rail service into the foresecable futurc, and will avoid the necessity of the
shippers beanng even more costs to ship their goods CORP and RailAmenca will continue to
seck the participation of Umon Pacific, for a capital contribution to the restoration of the
infrastructure and improved divisions of the revenucs, recognizing that Union Pacific 1s the long
haul carner for CORP’s shippers

The shippers commutment to fund the restoration of the line will be as outhned in the Shippers’
Term Sheet — through a surcharge of approximatcly $200 per car based on a guarantee of
carloadings for the five (5) year period, that surcharge to commence as soon as the line 13 open
and service resumes

Finally, the CORP and ODOT will resume their contractual commitment to complete the project
at Winchester Yard, including ODOTs restoning the flow of funds currently owed to CORP by
Connect Oregon, and CORP’s resumption of the construction at the yard.

As soon as all of these elements are in place, the CORP can immediately begin the work
necessary to restore the Coos Bay line from Vaughan to Coquille, and the shippers can look
forward to rail service by this fall We are commtted to working with you and the other
stakeholders, and look forward to our renewed partnership 1n southwest Oregon.

NAY R e

Vice President

cc' Chairman Charles “Chip” Nottingham
Surface Transportation Board
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Governor

February 12, 2008

Paul Lundberg, Vice President

RailAmenica Operations Support Group, Inc.
5300 Broken Sound Blvd

Boca Raton, FL 33487

Dcar Mr Lundberg

Thank you for your response to my suggestion that the Central Orcgon & Pacific
Ratlroad (CORP), as an imtial step to reopening the Coos Bay line, agree to reparr the
tunnels on that line and resume service 1 appreciate your willingness to expeditiously
constder this request

1 am glad thal we agree that providing quality service to the shippers of Southwest
Oregon 1s a pnonty | also appreciate that you are willing to bear the cost of repainng the
tunnels on your rail linc between Vaughn and Coquille  As [ understand vour proposal,
you will only commence repair of the tunncls 1f the State of Oregon agrees to guarantee
all of'the additional funds necessary to repair and improve the hne, plus provide your
corporation an ongoing subsidy for operating losses on the hne From your letter, 1t
appears Lo me that you are only willing to pay dollars sufficient to reopen the tunnels --
the $2 865 milhion that was outlined in the Shannon & Wilsen report you commussioned
dated July 16. 2007. Under your proposal, this would lcave the state and others to pick
up the rest of the $20 4 million, plus the operaung costs

As [ stated at our Janvary 24" meeting and am renterating m this letter, once you
have completed repairs and reopened the line, I will then bning all of the stakeholders
together to discuss a long lerm solution to this rail hne 1 cannot commit ta any
pannership unti after the line 1s reopened Should you fix the tunnels and reopen the
line, then I will ask shippers, lepislators, local ofticials, elected federal representanves
and other transportation providers 1o come together to discuss next steps on a reasonable
and cquitable investment strategy, including a public-private partnership on capital needs,
that meets your business needs and provides affordable end reliable transportation
services to South Coast shippers However, let me be clear. 1do not believe that it is
possible fer the state 1o provide a subsidy to a private corporation to cover the operating
expenses on your pnvately held railroad

STATE CAPITOL, SALEM 97301-4047 (503) 378-3111 FAX (503) 378-4863 TTY (503) 378-4859
WWW GOVERNOR.OREGON.GOV
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Paul Lundberg
February 12, 2008 )
Page Two

Finally, when CORP commences the tunnel repairs, 1 would be willing to resume
discussion of restoring the flow of funds for the ConnectOregon 1 grant Until I am
satisfied that the service — and the willingness to provide service — i1s consistent with the
applicatron that CORP provided to the state, the Oregon Department of Transportation
will not be willing to disperse any more doltars.

Bninging jobs and economic development to rural Oregon has been a priority of
my administration. | remain committed to being a good partner wath the private sector on
finding solutions to complex transportation infrastructure 1ssues [ hope that you will
make this same commtment

Regards,

q/// —

THEODORE R, KULON
Govemor :

——
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THeoDORE R KULONGOSK|

Governor
Apil 21, 2008
Paul Lundberg, Vice-President
RailAmerica Operatons Support Group, Inc.
5300 Broken Sound Blvd
Boca Raton, FL 33487
Dear Mt. Lundberg:

I 1eceived yomn proposal for a *joint venture” between RailAmerica and the State
of Oregon on the CORP line between Vaughn and Cordes Over two months ago, I asked
RailAmerica, as a sign of good faith, to fix the tunnels and re-open the line  Your latest
proposal does not respond to that request.

To put it succinctly, my boitom line has not changed. As I stated when we met in
person on January 24" and 1epeated in my lettci.on Februay 12, the State of Oregon
would be open to a discussion with all of the stakeholders on a long-term solution for the
line after you have re-opened it. Your refusal to address this bottom line leads me to
conclude that you have no intention of fixing and reopcrung the line without a significant
infusion of public dollars. Since you have made no effort since the Septernber 2007
closure to re-open the line, I believe that your actions constitute an unlawful embargo and
you are violating your common carrier obligation, thexeby causing a hatdship for
Oregon’s businesses and thicatening the economic health of Oregon’s coastal
communities.

I continue to maintain that fixing the tunnels and restoring the flow of goods
along the line is not only the right thing to do, but your legal obligation. Your choice
seems clear: either re-open the line or seek abandonment, We need to cometoa
conclusion on this matter. I will continue to press fedeial authorities and Oregon’s
congressional delegation to close this chapter.

/ﬁ/@ﬂ/ I

THEODORE R. KULONGOSKI

Qovernm

GTK ODOT-cw/sh
STATE CAPITOL. SALEM 97301-4047 (S503) 378-3111 FAX (503) 078-4863 TTY (503) 378-4859

WWwW GOVERNOR.OREGON.GOV




/ . Page 1 of |
* JOHNSON John R

—— e

From: Hefley, Steve (CORP) [Steve Hefley@raillamenca com)
Sent: Wednesday, October 25, 2006 7 33 PM
To: JOHNSON John R

John, | want to give you a update on our inspection on Tunnel #15 on the Coos Bay Sub on Oct 24, 2006

We had Jerry Stark, with Johnson and Western go to tunnel #15 along with Craig Kelsey and Duke Rodley from the CORP,
Wednesday morning Oct 25, 2006 Jerry had been the inspector about a year ago in tunnel #15, he advised me that there had
been a significiant change in tunnel #15 and that we should not operate any trains through the tunnel until repairs can be made
We took the tunnel out of service yesterday as you know, and will not operate any trdins through the tunne! until repared

| notified Steve Krause, FRA this aftemmoon about the actions we had taken

Our plan 1s to take the Johnson and Western crew and all there equipment from Tunnel #13 on the Siskyiou Sub, this Saturday
and move them to Tunnel #15 on the Coos Bay Sub They will have everything closed up In tunnel #13 befor moving Jerry
ndiciated that we will need to install steel sets along side the failing sets in Tunnel #15 before we can operate and this i1s going to
take about a week or maybe two weeks We will get a plan from a registered engineer to finissh making repairs more permenant
Jerry also advised me that in Tunnel #13 on the Siskyiou that shooting the gunite the temperature needs to be staying around 40
degrees for the low , and that they got down into the low thirtys last might We will get Johnson and Western back into Tunnel #13
as quick as possible hoping that the cold weather holds off so we can finish up this year

Any questions please call me

Steve Hefley ’fmma/ ;S
Coos gﬁ/ [ine

5/6/2008



Conflicting repair figures exist

$2 9 milhon

2 9m to stabilize tunnels 13, 15 and 18 to reopen the line ” CORP Partnership for Coos Bay
Line, presentation (Nov 14, 2007), Exhibit 23 at page 8

$27 1 mihon

“lo reopen the. line, and maintain the status quo scrvice levels, the line nceds  $27 1
[million] * CORP Briefing before Oregon Senate Interim Commuittee on Transportation (Oct 25,
2007) at page 8, included at Exhibit 35

$6 7 million

“The engineering report prepared several months ago estimated the cost to repair the three
tunnels so as to resumc safc operation to be $6 7 milhon ™ Letter from Scott Willhams of
RailAmecrica to STB (Nov 2, 2007), included at Exhibit 36

$23 27 nullion

“to rehabalitatc thc Coos Bay Subdivision and restore 1t {0 service 1n a safe operating condition
for at lcast five (5) years 15 esiimated at $23.270,000 " Pro-forma Term Sheet proposals (titled
“Draft Coos Bay Shippers/CORP Term Sheet") made by CORP 1n January 2008, included at
Exhibits 37 and 38

$2 9 milthon, $7 million, $23 million

*“an immecdiate invesiment of $2 9 million to rchabilitate tunncls the cost of addressing the
detenorated conditions 1n Tunnel Nos 13, 15 and 18 would be nearly $7 million over the next
four ycars CORP’s analysis showed that the total cost of restoring the Coos Bay Line to a safe
and efficient condition for the long term would be more than $23 million ™ CORP Rcsponse to
Show Causc Ordcr (filed May 12, 2008) at page 8
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Coos Bay Line Map and Tunnels
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RailAmerica, Inc.

NU, q1b

Corporate Headquarters
\ 5300 Broken Sound Blvd,, NW
Boca Raton, FL, 33487
Telephone:  561/994-6015-man
561/226-1757-direct
Fax: 561/994-4629
scott.willisms @ralarmenca.com

\ November 2, 2007

Vis Facsimile to 202-245-8462 and
Katherine Bezold

Office of Compliance and Consurmer Assistance
Surface Transportation Board

395 E. Street, S.W., Suite 1180
Washington, DC 20423-0001

Re: Central Orcgon & Pacific Railroad, Inc. - Coos Bay Line
Dear Ms. Bezold:

The Central Oregon & Pacific Ratlroad, Inc. (“CORP™) imposed an embargo (Embargo
Number CORP000107) on its line betwean Richardson snd Coquille, OR (the “Coos Bay Line™)
on September 21, 2007 due 10 unsafe conditions in tonnels 13, 135, and 18, pursuant to the
Association of American Railroads Revised Circular TD-1. The embargo was based on an
engineering evaluation of all of the tunnels on CORP axnd & follow-up inspection. The current
date for the expiration of the embargo is Soptember 21, 2008, but the embargo will remain in
place for so lou;rfhuudamopumhmm

For your information, the Part of Coos Bay has filed suit agaiust CORP, in the Federal
Digtrict Comt of Oregon, contesting the embargo and alleging damages. CORP is defending
itself against the unfounded claims of the Port of Coos Bay, and has filed a Motion seeking
referra] of the matter 1o the Surface Transportation Board. This pending litigation and porential
referral of this litigation to the Surface Transportation Board constralns this response

As you know, CORP is & Class II milroad, although a small one. In 2008, CORP's gross
revenues were approximately $30.3 nullion, with the revenues generated by the Coos Bay Line
comprising oaly sbout $3 § million of that to1al. After subtracting operating expenses, the Coos
Bay Line suffered an operating lcas of about $1.5 nullion before annua! capital expenditures,
The engineenng report prepared several moaths ago estimated the cost to repair the thres tunnels
80 a3 to resume safe operations to be $6 7 nuilion. As you can see, the Coos Bay Line does not
generate sufficient cash flows to pay the sstumated cost of repair

213
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Kathenns Bezold
November 2, 2007
Page 2

However, CORP values Its customers and is searching for options to fund reopening the
Cocs Bay Line. CORP expects to obiain bids for the repair of the thres tunnels, which will
inclode the cost of repairs, a safe start time for making the yepairs, and a projected completion
time for the repairs. In addition, CORP is exploring all of ts alternstives for financing the cost
of the tunnel repair. CORP will look into the feasibility of private financlng and the crestion of 2
private/public funding mechanism Involving all of the stakeholders in the Coos Bay Line. CORP
expects tobe in a position to present thass proposals by the end of November.

After explonng thess financing proposals, CORP will be sbis to determine its next step,
However, CORP cannot predict when that will be becsuse it depends on responses from parties
over which CORP has no control.

CORP intends to continue to operate a safe rullroad, and its actions in this matter will be
poverned accondingly.

V-\Depr\Legaheenizal oregon & paniiciandargs (coos hayYetAbszold br vi.dos




Rail service on the Coos Bay Subdivision of the CORP has been imterrupted due to safety
concerns related to numerous tunnel conditions on the line. In order to maintain service to the
line over the next five years, there are significant bridge repairs and other capital work that must
be completed before a safe on-going operation can be reestablished.

Cost

The cost to rehabilitate the Coos Bay Subdivision and restore it to service in a safe operating
condition for at least five (5)years is estimated at $23,300,000. The initial repair of the tunnels
can be accomplished in a six (6) month period. The remaining work will be accomplished over
a twenty-four (24) month period. The breakdown of the estimate is as follows:

1 Tunnel Liner Repairs $ 6.68M
2 Tunnel Drainage $ 3.00M
3 Bridge Repairs $10.50M
4 Ties $ 242M
5 Surfacing $ 067M
TOTAL COST $23.30M

Estimated Pro-Forma of the portion of the Coos Bay Subdivision impacted by the discontinuance
of operations-

Annual Carloads 4,586
Annual Revenue
Freight Revenue (from UP) $2,170,000
Fuel Surcharge Revenue (from UF) $170,000
UP 3% Reporiing Bonus (discretionary) $65,000
Real Estate Rental fees $40,000
Accessorial fees _____$40,000
TOTAL Annual Revenue $2,485,000
Annual Operating Expanses
Diesel Fuel (based on $2.83/gallon) $1,010,000
Rall Car Renta) Expense net UP credits $480,000
Crew wages and benefits $650,000
Locomotive Leasing and Maintenancs $340,000
Track, Bridge & Crossing Malntenance $920,000
Other G&A Expense $480,000
TOTAL Annus] Expenses $3,890,000
Operating Income ($1,405,000)

Proposal

CORP Commitment

A. CORP agrees to contribute 20% of the actual cost to restore the line to service for at least
five (5) years, currently estimated at $4.66M.



B. CORP agrees to re-start service to the line as soon as practical after repairs are made to
tunnels (approximately six {6) months after funding commitments are received) and it is
determined that the line is in safe operating condition. The remaining work will be
accomplished while the line is in service,

C. CORP agrees to provide service ot less than three (3) days per week on a routine basis
on the line for the five (5) year term of this agreement.

D CORP agrees to seek commitments for 20% shares of the total cost from each of the
Union Pacific Railroad, the Port of Coos Bay and the State of Oregon.

E. CORP agrees to seek an operating subsidy from the State of Oregon to compensate for
the actual annual operating deficit on the affected portion of the Coos Bay Subdivision,
currently estimated at $1.41M but not to exceed $2M in any year. In addition CORP will
seek up to $2M in years three (3), four (4) and five (5) of this agreement for additional
capital improvements to the line that may become necessary

Shipper Commitment

A Shippers on the affected portion of the Coos Bay Subdivision will be obligated to pay
20% of the actual cost to restore the line to service for at least five years, curreatly
estimated at $4 66M.

B. Shippers will pay their share in the form of a $203 per-carload surcharge ($23.3M
estimated total cost X 20% shipper share / 4,586 anmual carloads / 5 years equals $203) to
be billed by CORP only until the 20% shipper share of the actual cost is paid. If the
actual cost to restore the line to service for at least five (5) years exceeds $23.3M, the
duration of the surcharge will be extended until the 20% shipper share of the actual cost
is paid.

C. The five year duretion of the payments is proposed 50 as not to unnecessarily
economically burden the shippers by requiring full payment in advance

D _ Shipper Name__ will agree to commit to _ X, XXX carloads per-year to be shipped
via the CORP railroad during the five year term of this agreement, for a total of
X XXX _ carloads.

E __Shipper Name__ will agree to pay CORP liquidated damages in the amount of the
$203 surcharge per carload for each carload less than your 80% annual commitment

. __Shipper Name__ will not be obligated to pay this surcharge on any carload that
exceeds the anmal commitment in any given year.

G. If'the actual cost to repair and restore the line differs from the estimate of $23 3M the
duration of the per-carload charge will adjust accordingly so that the fall amount is
repaid; no more and no less.

H. Individual shipper share will be based on usage as the surcharge will be levied on any
loaded car shipped or received.

1. K a significant shipper on the line significantly reduces or eliminates service (a reduction
of more than 500 annual carloads), the remaining shippers on the line will not be required
to make up that shipper’s share, It is anticipated a subsidy from the State of Oregon will
fund this deficiency in the shipper share

Timing
A The intent of this agreement is to restore service to the Coos Bay Subdivision as
expedtiously as possible. From the time a decision o proceed is made, it is estimated
that it will take six (6) months (outside of the rainy season between November through



February) to remedy the failed tunnels on the line to a condition that affords safe service.
It is hoped that agreement ‘with the partnérs could be made on or before May 31

B. In order to support this timing, it is necessary to have written confirmation of
participation by March 1.

Next Steps
Upon confirmation of your intention to participate, CORP will draft a binding contract for
signature.



Backeround

Rail service on the Coos Bay Subdivision of the CORP has been interrupted due to safety
concerns related to numerous tunnel conditions on the line. In order to maintain service to the
line over the next five years, there are also significant bridge repairs and other capital work that
must be completed before a safe on-going operation can be reestablished.

Cost

The cost to rehabilitate the Coos Bay Subdivisioh and restore it to service in a safe operating
condition for at least five (5) years is estimated at $23,270,000. The initial repair of the tunnels
can be accomplished in a six (6) month period. The remaining work can be accomplished over a
twenty-four (24) month period. The breakdown of the estimate is as follows:

1. Tunnel Liner Repairs 3 6.68M
2. Tunnel Drainage $ 3.00M
3. Bridge Repairs $10.50M
4. Ties $ 2.42M
5. Surfacing $ 0.6T™™
TOTAL COST $23.27M

Below is an cstimated pro-forma for the portion of the Coos Bay Subdivision impacted by the
embargo:

Annual Carfoads 4586

Annual Revenue
Freight Revenue incl fuel surcharge (from UP) $1,900,000

UP 3% Reporting Bonus (discrebonary) $50,000
Real Estate Rental foas $40,000
Accessonal fees $40.000
TOTAL Annual Revenué $2,030,000
Annual Operating Expenses

Diesel Fuel (based on $2 83/gallon) $1,010,000
Rail Car Rental Expense net of UP credits $490,000
Crew wages and benefits $650,000
Locomotive Lezasing and Maintenance $340,000
Track, Bridge & Crossing Maintenance $920,000
Other G&A Expense $480,000
ManagementFees . $100,000
TOTAL Annual Expenses $3,900,000
Operating Income ($1,960,000)

{Note that pro-forma does not include costs for interest expense.)



Bay Shi ORP Term

Proposal
CORP Commitment

A.

CORP will agree to contribute 20% of the actual cost to restore the line to service for at
least five (5) years, currently estimated at $4.66M, provided the other parties to the
proposed public-private partnérship commit to participate in the partnership at the
proposed levels.

CORP will agree to re-start service to the line as soon as practical after repairs are made
to tunnels (approximately six (6) months after funding commitments are received) and it
is determined that the line is in safe operating condition. The remaining work will be
accomplished while the line is in service.

CORP will agree to provide sexvice not less than three (3) days per week on a routine
basis on the line for the five (5) year term of this agreement.

CORP will agree to seek commitments for 20% shares of the total cost from each of the
Union Pacific Railroad, the Port of Coos Bay and the State of Oregon.

E. CORP will agree to seek an operating subsidy from the State of Oregon to compensate

for the actual annual operating deficit on the affected portion of the Coos Bay
Subdivision, currently estimated at $1.96M but not to exceed $2.5M in any year. In
addition CORP will seek up to $2M in years three (3), four (4) and five (5) of this
agreement for additional capital improvements to the line that may become necessary.

Shipper Commitment

A.

B.

Shippers on the affected portion of the Coos Bay Subdivision will be obligated to pay
20% of the actual cost to restore the line to service, currently estimated at $4.66M.
Shippers will pay their share in the form of a $203 per-carload surcharge ($23.3M
estimated total cost X 20% shipper share / 4,586 annual carloads / 5 years equals $203) to
be billed by CORP only until the 20% shipper share of the actual cost is paid. Ifthe
actual cost to restore the line to service for at least five (5) years exceeds $23.3M, the
duration of the surcharge will be extended until the 20% shippes share of the actual cost
is paid. If the actual cost to restore the line to service for at least five (5) years is less than
$23.3M or the volume of traffic increases, the surcharge will be eliminated once the 20%
shipper share of the actual cost is paid.

The five year duration of the payments is proposed so as not to unnecessarily
economically burden the shippers by requiring full payment in advance.

__Shipper Name__ will agree to commit to _ X,XXX_ carloads per-year to be shipped
via the CORP railroad during the five year term of this agreement, for a total of

_X XXX _ carloads.

__Shipper Name__ will agree to pay CORP liquidated damages in the amount of the
$203 surcharge per caxload for each carload less than your 80% annual commitment, and
100% of your 5-year commitment.

If the actual cost to repair and restore the line differs from the estimate of $23.3M the
duration of the per-carload charge will adjust accordingly so that the full amount is
repaid; no more and no less.
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G. Individual shipper share will be based on usage as the surcharge will be levied on any
loaded car shipped or received.

Timing

A. The intent of this agreement is to restore service to the Coos Bay Subdivision as
expeditiously as possible. From the time a decision to proceed is made, it is estimated
that it will take six (6) months (outside of the rainy season between November through
February) to remedy the failed tunnels on the line to a condition that affords safe service.
It is hoped that agreement with the partners could be made on or before May 31.

B. In order to support this timing, it is necessary to have written confirmation of
participation by March 1, with the understanding that your commitment will only be
binding if the public-private partmership comes to fruition.

Next Steps
Upon confirmation of your intention to participate, CORP will prepare a binding contract for
signature.



From: Lovelady, Dan (CORP) [Dan Lovelady@raillamerica com]

Sent:  Thursday, September 16, 2004 5.23 PM

To: MELBO Robert |

Ce: Bader, Marc (RAWEST), Kelsey, Craig (CORP), Treece, Scott (CORP), Koff, Ken {Boca)
Subject: CORP Rehab Project

Bob,

Thanks for your patience We have finally decided on our revised plan which is outlined in the spread sheet attached

We have moved some ties around from the onginal proposal but for the most part, we will concentrate our program between
MP 740 Reedsport and MP 765 North Bend. We expect to put in about 550 tles per mile We have increased the amount of
ties from 10,000 to almost 15,000 because we found some very good relay ties that we are purchasing.

Of course we anticipate purchasing materials (relay ties and ballast) with the State grant money and using our $400,000
match to get the work done.

With the PORT of Coos Bay getting grant money to build a new rail spur to the North Spit at Cordes and the new sawmill
being built there, we want to have the track rehabilitated to handle this new business. We believe the new ratl spur and natural
gas to the North Spit will generate many new industrial rail opportunibes for the CORP.

Please advise if you have any additional needs or have any questions

Thanks Dan

9/17/2004



CERTIFICATE OF SERVICE

1 hereby certify that I have caused Volume Il - EXHIBITS TO THE REPLY OF THE OREGON
INTERNATIONAL PORT OF COOS BAY 1o be served by overmght delivery service this 3%

day of Junc 2008 on the following

Govemor Theodore R Kulongoski

Statc of Orcgon

160 State Capitol

900 Court Strect

Salem, OR 97301-4047

J Michael Hemmer
Bob Opal

Umon Pac:fic Railroad Company

1400 Douglas Street
Omaha, NE 68179

mhemmerup com

Jerry Keck

Toledo Area Manager
Gceorgia-Pacific Corp

1400 SE Butler Bndge Rd.
Toledo, OR 97391-1900

gnkeck(@papac com

Jason W Smith

Mill Manager

Southport Forest Products
P O Box 298

Coos Bay, OR 97420

jason(@southportforest com

Eric Nelson

Dawvid Gray
Ferrchigas

1625 N 7th St

Coos Bay, OR 97420

encnelson@ferrellgas com

Carl Foster

Partner

Danish Dairy

94912 Hwy 42§
Coquille, OR 97423

Oregon International Port of Coos Bay

Admunistration Office

125 Central Avenue, Suite 300

Coos Bay. OR 97420
JBishop@PortofCoosBay com

Allyn Ford

Andy JefTers

Roseburg Forest Products
P O Box 1088
Roseburg, OR 97470
allynf@ripco com

Fred Jacquot

Paul Brewster

Amenican Bndge Co

135 Amencan Bridge Way
Reedsport, OR 97467

flacquol@americanbridge nct

Allen Dasher

Retaill Manager
Amengas

425 Virgima St

North Bend, OR 97459

allen dasher{@amerizas com

Patrick Ball

Torm McMann

Coos Bay Lumber Co, LLC
P O Box 750

Coos Bay, OR 97420

pat(@cooshecad com

Aaron Thomas

Rocky Buckles

Thomas & Sons Transportation Systecms
840 South Front St

Coos Bay, OR 97420

aaroni@?thomasandsonsinc com




Doug Woolsey
Transporiation Manager
Coos Bay Docks

PO Box 277

Coos Bay, OR 97420

Oregon Department of Justice
Attn Katherine Georges

1162 Court St NE

Salem, OR 97301

kathenine peorges(@'doj statc or us

Terence M Hynes
Donald H Smith
Matthew ] Warrcn
Noah Clcments

Sidley Austin LLP

1501 K Street, N W
Washington, DC 20005

thynes@sidley com

Oregon Department of Justice
Attn Stephanic Andrus

1162 Court St NE

Salem, OR 97301

stcphanic andrus&idoj state or us

Ronald § Yockim
Attomey al Law

430 S E Main St
Roseburg, OR 97470
ryockim@cmspan nct

David E Benr



