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' BEFORE THE
SURFACE TRANSPORTATION BOARD

Docket No AB-3Q8 (Sub-No 7X)

SAN JOAQUIN VALLEY RAFLROAD COMPANY—ABANDONMENT EXEMPI ION—IN
TULAKE COUNTY, CA (BETWERN STRATHMORE AND JOVISTA)

RESPONSE TO OFFER OF FINANCIAL ASSISTANCE

The San Joaquin Valley Railroad Company ("SJVR") responds to the Otter of Financial

Assistance filed on June 13,2008 by the Tulurc County, CA SJVR doe* not object to

conducting negotiations under 49 U S C §10904 for fulare County (o acqune the Soulh Exctci

Branch, a 30 57-mile line of railroad between Slrathmorc, CA, milcpost 268 60, and Jovista, CA,

milepost 299 17 in Tulaie County, CA (the "Jovista Line") 1 lowever. SJVR disputes the basis

for Tulaie County's calculation of the net liquidation value of the Line SJVR is also willing to

negotiate operations over the Jovista Line with Tulaie County and the sale of the 9.20-milc tail

line between Kxclcr, CA, milopost 259 40, and Slrathmore, CA, milepost 268 60 in Tuluiu

County, CA (the "Exetei Line'1), but not undei the OFA Process

BACKGROUIND

SJVR filed a Petition foi Exemption to abandon the Jovista Line on Fcbiuaiy 19,2008

(the "Petition"). Aflci opposition was filed and SJVR responded, the Surface Transportation

Boaid (the "Board") gtanlcd the Petition ' A Petition foi Exemption to abandon the Exeter Line

was filed on Febiuury 28, 2008 and denied by the Board 2

1 San Joaquin Valley Railroad Company-Abandonment Exemption- m Tulare County, CAt S f 13
Docket No AI3-398 (Sub-No 7X) (STB seived June 6,2008)
2 San Joaquin Valley Railroad Company Abandonment Exemption-in Tulare County, CA. STB



ARGUMENT

I'ularc County filed ihe OFA seeking (I) to acqune the Jovista Line for $555 000, (2) to

acquiie the Exeter Line Lor $295,000, and (3) to have SJVR operate both lines with a tiaffic

guaianty of a minimum of 200 carloads pei year and a $300 pei car >urduige on the Jovisla

Line

1. The Jovista Line.

SJVR is willing under the OFA Piocess to negotiate the sale of the Jovista Line to Tulare

County SJVR does not question that 1 ulare County, as a government entity, is a financially

responsible peison I-lowevci, in ordet to foster negotiations and avoid a claim by Tulare County

that it was sin prised, SJVR takes issue with the net liquidation value (the "NLV") of the tiack

stiucture suggested by Tulaie County

Tulaie County bases its NLV on the quantity of material supplied by SJVR SJVR

confirms that Tulaie County is using the coned quantity of material I lowevei, SJVR wants to

point out two enors in Tulare County's calculation First, SJVR has asserted that the 90 and 112

pound rail und OTM is lelay or reroll. however, Tulaie County, without any justification treats

all tail and OTM as less \aluable scrap Second, fulnre County calculates the "scrap value of

the line at the average 2007 steel sciap price icported by the USGS." OFA at 3-4

With legard to whethei certain of the rail should he classified as relay, leroll, 01 scrap, the

"offerer has the burden of pioof as to all issues in dispute)O

Because the buiden of pioof is on the oftcror, absent piobativc evidence
supposing Ihe offerer's estimates, the rail cat tier's evidence is accepted In aiens
of disagieement, the offeror must present moie specific evidence or analysis or
provide mote leliable and vetifiable documentation than that which is submitted
by the cainei If the offer 01 does not present such supeiioi evidence and/oi

Docket No AB-3*>8 (Sub-No 8X) (STB seived June 6,2008)
349CF.R. §115227(h)(3)



documentation, the Hoard accepts the carrier's estimates in these forced sale
pioccirdings4

SJVR has inspected the Jovista Line and concluded that there is substantial telay and icroll tail,

which is more valuable than sciap lul l

Fill a re County uses an avciage value of scrap tail that is from six to eighteen month* old

As soon as the abandonment was gianted and SJVR leceived heightened mteiest from third

paities in acquiring the Jovista Line, SJVR updated the NLV of the track and matenal because of

the substantial recent increases in the value of steel The value of the lail and othei uack

matenal is based on Chicago scrap prices as of June 9,2008 Based on the increase in the value

of steel, as of June 13.2008, SJVR estimates the NLV of the tiack and matenal in the Jovista

Line to be $2,812,470 '1 he spi cadsheut with these valuations is attached as Exhibit 1 When

the Board is asked to detcimme the NLV foi a line that has been authonzcd Ibi abandonment, the

Board uses actual recent muikct pi ices and has rejected calculations of NLV that '*fuil[] to

maximize value of track materialsfl6

The purpose of the forgoing is to indicate to Tulare County the NLV of the Jovista Line

undei the OFA Process, which is substantially highei than the offer made by Tulate County

2. The Exeter Line.

11 The Kansas City Souihei n Railway Company—Abandonment Exemption—Line in Wan-en
County. MS, in the Matter of a Request to Set Term* and Conditions SI B Docket No AB-103
(Sub-No 21X) (STB served Febiuaiy 22, 2008) at 5, See Burlington Northern Railroad
Company—Abandonment Exemption—In Sedgwick. Harvey ami Reno Counties, KS, ICC Docket
No AB-6 (Sub-No 358X) (ICC seived June 30, 1994), and cases cited ihcrcm
5 In Exhibit 1, NT is the abbreviation foi net ton at 2000 Ibs/ton and GT is ihc abbieviation foi
gross ton at 22401bs/ton Scrap and icroll are sold by the GT Thcic is a higher scrap price pet
ton foi OTM because of its small size, which requhes less processing pnoi to melting
6 The Kama* City Southern Railway Company—Abandonment Exemption—Line in Warren
County, MS, in the Matter of a Request to Set Terms and Conditions, ST B Docket No AB-103
(Sub-No 2IX) (STB served Februaiy 22,2008) at 9



SJVR is willing to voluntanl) negotiate the sale of the Exetci Line to lulaie County

However, since the Boaid denied die abandonment of the Exetei Line, SJVR contends that it is

not subjeet to the OFA Process and asks the Board to clarify that the Exeter Line is not subject to

the OFA Piocess at this time

With respect to the NLV offered by Tulaie County for the Exeter Line, it sulleis fiom the

same infirmities us the NLV for the Jovista Line. SJVR has recalculated the NLV of the Exeter

Line based on June 13,2008 values and deteimmed that the NLV of the tiack and mutenal is

51,670,354 See Exhibit B

3. SJVR Operations of the Jovista and Exeter Lines.

SJVR is willing to voluntarily negotiate with 1'ulare Valley to see if the parties can reach

agreement ibi SJVR to opeiate the two lines if they aie acquhcd by Tulaic County However,

SJVR contends that 49 U SC §10904 docs not provide for the loieed opciationof a line

authonzed fot abandonment when the offerer is seeking to acquire the line instead of subsidizing

U In the case of a subsidy, an olfeioi is lequired to make the laihoad whole foi continued

opeiations for up to one year undci 49 U S C §10904(a) As to continued opeiations ovei the

lines by SJVR if they aie acquired by Tulaie County, SJVR lequests that the Hoard clarify that

such negotiations aie not subject to ihe OFA, but that SJVR and Tulaie Valley can attempt to

ieach an ngiecmcnl through voluntaiy negotiations



CONCLUSION

SJVR respectfully request* the Board to (Ij accept the OKA filed by I'ularc County fot

the puiposc urcomincncing negotiation* between Tulare County and SJVR foi the Jovi*ta Line,

(2) clarify that negotiations for the Exeter Line are not subject to the OFA Process, and must be

voluntarily negotiated by Tulaiu County and SJVR, and (3) claufy that negotiations ibi SJVR to

operate the Jovista Line and the Kxeter Line if they aie acquired by Fulare County aie not

subject to the OFA Process, and must be voluntarily negotiated by Tulaie County and SJVR

Respectfully SuhmiUgd,

Scott G Williams Esq
Senioi Vice Piesidenl & General Counsel
RailAmetica, Inc.
5300 Broken Sound Roulcvaid N W
Second Floor
Boca Raton. FL 33487
(561)226-1757

Dated June 17, 2008

is E Qilnmer. Esq
Law Offices of Louis R Gitomei
600 Baltimore Avenue
Suite 301
Towson,MD21204
(202) 466-6532

u \eiizon net

Attorneys Ibi SAN JOAQU1N VALLKY
RAILROAD COMPANY



EXHIBIT 1-NET LIQUIDATION VALUE OF THE JOVISTA LINE



Liquidation Value of Railroad Asset
San Joaquin Valley Railroad- Exeter South - IMP 268.6 to MP 299.17 June 13,2008

^tJfeuKA.
Weight

M2lb
112lb
751b
901b
MOlb

Totals

£-4MCGsHif "
|JnUCWR|

jnt
jnt
jnt
jnt
jnt

' iJ ' b .!•&'!-.* i,
Miles

2
1

3032
02
02

33.72

:*AHfl»'JP3f-fc-rtS ^^VfiRirtBfcWifflWi^lpi*-'*.11 Hi^S--''^1- • : • •< V ,-i - • \1'i"U "-.
| NT/Mile |

18726
18726
12144
ISO 48
178 11

Total NT |
37453
18726

3682 06
30 10
3562

4309.57

lotalGT
33440
16720

3287 55
2687
31 81

3847.83

| Class | Price NT 1 Price GT|
relay
rcroll
scrap
reroll
scrap

$1,000
$725
$605
$725
$605

I Total Rail Value 1

TolalS NT | Total $CT
$374,S28

$121.220
$1,988,970

SI 0.482
$19.242

$2,523,443

to'fcVP^.
Weight
)!2lb
75lb
90lh
MOIb

Totals

wifSTii'.t'..
UntJCWRl

jnt
jnl
jnt
jnt

j.ftfV1'
Miles

3
3032
02
02

33.72

4 i&li'. Wi ;

| NT/Mile
840
500 .
500
570

>pyv. •-*«.'
Total NT |

25200
151600

1000
1140

178940

.LiUOTMS
Total GT

22500
135357

893
10 18

159768

5kpr*w
| Class

relay
scrap
relay
bciap

V;. \- '•:
| Price NT

$1,000

$1,000

Price GTl

$745

S74S

u • |«L , v , *i

Total 5 NT
$252,000

$10,000

| Total OTM Value |

jif-'-. ' i fftn ' " * i*

| Total $GT

$1,008,411

$7,583

$1,277,994

2i-~^ "-, -
Class

#1 Relay
02 Relay

Landscape
Scrap

1 %
15%
0%

40%
45%

Ties (Removal &.Market)HL • ' "
I Miles ITolalTies Price Ea. |

337 1SI74 $8
337 $6
33 7 40464 $4
33 7 45522

Total Tie Value

• •
Total

$121,392

$161,856

$283,248

j/i •. i ..* ' '>• Signal Appliances- **• '. •*.••• •">. f1

Type
Lights

Cntes

| Quantity [ Unit Price |
13 $2,500
3 $5.000
Total all Signals

Total
$32.500
$15,000
$47,500

-V' •••• '+•.•,
Weight |

751b
1l2lb
HOIb
90lb

Totals

*>. -frit - '.
Type |
No 10
No 11
No 10
No 10

.
Qly.

13
5
3
10

31

• I !l ' i
| NT/TO |

19
45
45
19

-ti! i V-1-"-1

Total NT |
2509
2260
1315
1930

80.34

1 Turnout!
Total GT !

2240
2018
1142
1723

71.73

' . ,
Class
scrap
relay
letay
relay

\ 'i* r '.'11 '

[ Pi ice EA| Price GT|
$745

$4.500
$4,000
$2,500

Total S Each

$22,500
SI 2,000
$25,000

" ^ r

] TulalSGT
$16,689

$76,189

(UldatlohTGostslI
Unit Cost

Dismantle Rail (CWR) NT $65
Dismantle Rail (Jointed) NT $50
1 ransport Rail & OTM NT $65
Remove Tie* EA i2
Piansport lies EA S3
Remove Relay Turnouts CA $2,500
Remove Crossing Signal CA $1,500
Restore Crossings EA $2,000

Quantity Total

6099 N'l $304,948 6
6179 NT $401,6552
101,160 $202.3200
101,160 $303,4800

31 $77,500 0
16 $24,0000

I 41 | $82.0000

i-1.' •*& i.ui'**.^th
i1.1". 'Gross Wqnldfltfo
V r.*'V'-* B-t J-Sl-..,' >'

54,208^74

1,395,904

'. • Net Liquidation Vnlue $2,812,470

6/138E008



EXHIBIT 2-NET LIQUIDATION VALUE OF THE EXETEtt LINE

10



Liquidation Value of Railroad Asset
San Joaquin Valley Railroad- Exeter South - MP 259.4 to MP 268.6 .June 13,2008

HftUk£
Weight

I12lb
M21b
751b

Totals

iiHMfr-jaMAi ^tf"
|Jiit./CWRl Miles

|nl 3
jnt 3 6
jnt 5.1

11.7

**XtWtL*
| NT/Mile [

18726
18726
121.44

-*'*i'-£ -
Total NT |

56179
674 15
619.34

1855.29

•<. RHll,"

Total GT ]
50160
60192
552.99

1656.51

-L .; i'&
Class
relay
rcroll
scrap

'*\MSi''<XW TIA
Price NT | Price GT|
SI, 000

$725
$605

Total Kail Value |

,'iT11,-.--- - .- ' -• . ::
TotalS NT | Total $GT
$561,792

$'136,392
$334,556

$1,332,740

. . •* ,,'
Weight
I12lb
75lb

TutiiK

-•"*i j^'.-y
UuUCWRl

int
jnt

1 > - r

Miles |
66
5 1

11.7

•* r , • _
NT/Mile |

840
500

" '•: * »•

Total NT |
554 40
255 (10

809.40

.OTM
Total GT

49500
22768

722.68

• .
Class
relay
strap

• *• * 1

Price NTl
$1,000

I u"1": '-' J1"!.,

Price GT]

S745

1 Total OTM Value |

• * r * - '

TotalS NT | Total SGT
S5 54.400

S 169,621

* 724,021

• • •& ... " .-I*
Class |

ttl Relay

#2 Relay

Landscape

Scrap

ly-T*1"
%

15%
0%

40%
45%

-"- "Ties (Removal & Market) -. •
J Miles [Total Ties[ Price Ea. L

1 1 7 5265 $8
117 $6
1 1 7 14040 $4
117 15795

Total Tic Value

. ' i
Total

$42.120

$56,160

$98,280

,"';'•• -,•'':'- '̂ SBSigti3l̂ phlimtc"e3^L"'v' ' ^ ^ '"'
Type
Lights

Gales

| Ouantity |
3
7

Unit Price |
$2,500
$5,000

Total all Signals

Total
$7,500

$35,000
$42,500

AA'AQt'irE
Weight
.75lb
Il2lb

Totals

'A^TPvW^fl V.-rT, \ '̂ hsuOrtL
Type | Qly. | NT/TO
#10 4 19

No 1 1 3 45

7

rtrfTftto;^
Total NT |

772
1356

2128

M|1Tiirriouts^1(1i»l(r "̂i,/..-. "- '*••'• ,^-i.'* .. -- " , • . . ' -
Total GT | Class | Price EA | Price GT 1 Total $ Each ]

6 89 scrap $745
1211 relay $4,500 $13,500

19.00

1 /_j.' f 7V.'.; j
Total $ G'T

$5,135

$18,635

MM'aBHHi»Tittrini?miimiinTr^^
Dismantle Kail (CWR)
Dismantle Rail (Jointed)
Transport Rail & O I'M
Remove lies
Transport 'I les
Remove Relay Turnouts
Remove Crossing Signal
Restore Cinssmgs

Unit
NT
N T
NT
EA
EA
EA
FA
EA

Cost
$65
$50
$65
S2
S3

$2,500
$1,500
$2,000

Quantity

2665 N r
2686 N 1
35,100
35.100

7
10
15

Total

$133,2343
$174,5878
$70.2000
$105,1000
$17,5000
$15,0000

i $30,0000

- iii -i ' z* -/Vrh-. . i " " " ,
*. .Gross Liquidation Value •

T|. -• -*f -
£2,216,176

i' Net Liquidation .Value $1,670,354

6/13(3008



CERTIFICATE OF SERVICE

The undersigned hereby certifies that the Response in Docket No AD-398 (Sub-No 7X),

San Joaquin Valley Railroad Company-Abandonment E\empti<m-in Tulare County, CA

(Between Strathmow and Juvi&ta), was mailed via (list class mail, postage piepaid, on June 16,

2008, to the following parties

Tulare County Economic Development Coipoiation
4500 S Laspma Street
Tulare, CA 93274

Culaic County Association of Governments
5961 S Mooncy Boulcvaid
Visaha, CA 93277

Tulare County Board of Supervisors
Admmistiatinn Building
2800 West Bun cl Avenue
Visaha, CA 93291

Fritz R Kahn, Ksq.
Fritz R Kahn, I1 C
1920 N Street. NW (8th fl)
Washington, DC 20036

•coins E. Gitomer
June 17,2008
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