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SUSQUEHANNA UNION RAILROAD COMPANY
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COMPANY, SHAMOKIN VALLEY RAILROAD COMPANY, JUNIATA VALLEY
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PETITION FOR EXEMPTION

L INTRODUCTION

Pursuant to 49 U.S.C. §10502 and 49 C.F.R. §1121.1 et seq. Susquehanna Union
Railroad Company (“SURC”) a nonoperating holding company owned 100% by Mr.
Richard D. Robey, petitions for exemption from the prior approval requirements of 49
U.S.C. §11323(a)(4) in order to permit SURC to acquire 100% stock control of six Class
I railroads (“North Shore Railroad System Carriers”) presently owned and controlled
100% by Richard D. Robey.

SURC plans to consummate the stock acquisition of the six North Shore Railroad
System carriers subsequent to the Board’s issuance of a decision granting the exemption
in this matter. While this control transaction would normally be subject to the Board’s
Notice of Exemption regulations under 49 C.F.R. §1180.2(d)(3), SURC petitions the
Board to review and exempt this transaction ;md to preempt and nullify under 49 U.S.C.
§11321(a) certain provisions of the December 13, 2006 Operating Agreement between
the SEDA-COG Joint Rail Authority (“JRA”) and five of the North Shore Railroad

System carriers which operate JRA owned lines. As explained by the Verified Statement



of Richard D. Robey, preemption and nullification of these contractual provisions are
necessary in order to permit the Board to exercise its exclusive jurisdiction to exempt and
allow the prompt implementation of this nominal acquisition of control transaction.
The name and address of the Petitioner is as follows:
Susquehanna Union Railroad Company
356 Priestley Avenue
Northumberland, PA 17857
Questions and correspondence concerning this Petition should be sent to the
representative of SURC at the following address:
Richard R. Wilson, Esq.
518 N. Center Street, Ste. 1
Ebensburg, PA 15937
(814) 419-8152
II. JRA CONDUCT
For over twenty-five years, 'the System carriers have provided common carrier
rail service on JRA owned rail lines under the terms of an Operating Agreement with
JRA which was most recently renegotiated and extended to 2017 on December 13, 2006.
Under the terms of this agreement, JRA incurs an implied contractual obligation of good
faith and fair dealing in the performance and enforcement of this agreement. Giant Food
Stores, LLC v. THF Silver Springs Development, L.P., 959 A2d 438 (Pa. supa. 2008)
The JRA Board stands in a fiduciary relationship to the public and their decisions and
conduct must be guided by good faith, fair dealing, integrity and sound judgment.
Schwartz v. Urban Redevelopment Assn., 411 Pa. 530, 536, 192 A2d 371, 374 (1963);

Aeilig Bros. Co. Inc. v. Kohler, 366 Pa. 72, 77-78; 26 A2d 613, 616 (1950).

! A detailed history of JRA’s rail line acquisitions is available at www.sedacograil.com.
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The conduct and decisions of the JRA Board in response to Mr. Robey’s request
for JRA approval of the SURC acquisition of control transaction conclusively
demonstrate that the JRA Board has failed to conform to these legal standards in its
performance of its contractual and fiduciary obligations. The JRA Board’s use of the
oppressive tactics described by Mr. Robey to gain control over the System carriers’ track
maintenance tax credits smacks of coercion and duress and constitutes an unreasonable
practice in violation of 49 U.S.C. §10701. However, the Board need not, in this
proceeding, address the legality vel non of JRA’s actions.

Rather, SURC, the System carriers and Richard D. Robey request that the Board,
in considering this exemption petition, confirm the preemption and nullification of the '
provisions of the December 13, 2006 Operating Agreement requiring System carriers to
obtain JRA prior approval of any change of control transaction over which the Board has
exclusive jurisdiction so that this change of control transaction can be exempted and
implemented without violating the provisions of the Operating Agreement and
constituting an event of default under Section 23 of the Operating Agreement.

oI.  STB PREEMPTION AND CONTRACTUAL NULIFICATION AUTHORITY

Ample statutory, judicial and administrative authority supports the relief sought
by SURC. 49 U.S.C. §11321 specifically prohibits-any requirement for a corporation or a
rail carrier to obtain approval from a state authority for a Section 11323 change of control
transaction. 49 U.S.C. §11321(a) provides that a person participating in a transaction
approved by the Board under 49 U.S.C. §11321-25 “is exempt from the anti-trust laws
and all other law... as necessary to let that ... person carry out the transaction”. Since the

exemption from all other law “is broad enough to include laws that govern the obligations



imposed by contract,” the exemption “effects an override of contractual obligations, as
necessary to carry out an approved transaction, by suspending application of the law that
makes the contract binding.” Accordingly, 49 U.S.C. §11321(a) preemption of “all otherl
law” effectively nullifies contract terms as well as laws, provided the nullification of any
particular contract provision is necessary to let a person participating in a Board approved
§11321-25 transaction carry out the transaction. Norfolk and Western R. Co. v. Am.
Train Dispatchers Ass’n, 499 U.S. 117, 129-30 (1991). See also Swonger v. Surface
Transportation Board, 265 F.3d 1135 (C.A. 10 2001) cert. denied 122 S. Ct. 1908, 535

U.S. 1053; American Train Dispatchers Ass’n. v. ICC, 26 F.3d 1157, 307 U.S. App. D.C.

93 (C.A.D.C. 1994); City of Palestine, Texas v. U.S., 559 F.2d 408 (C.A. 5 Tex.1977),
cert. denied 98 S. Ct. 1576, 435 U.S. 1950; Spaulding v. United Transportation Union,
279 F.3d 901 (C.A. 10 2002) cert. denied 123 S. Ct. 84, 537 U.S. 816. See also
Consolidated Coal Sales Company v. Consolidated Rail Corporation, STB Finance
Docket No. 34169, 2002 W.L. 1046015 (May 24, 2002) finding that Conrail’s obligations
under a 1991 and a 1992 agreement were preempted by 49 U.S.C. §11321(a) relieving
Conrail from certain minimum fee obligations under those agreements and noting that
those contract provisions were at odds with 49 U.S.C. §11321(a) which exempts rail
carriers from all laws, including laws governing contracts, as necessary to allow carriers
in a Board approved consolidation to carry out the consolidation transaction. In CSX
Corporation and CSX Transportation, Inc. — Control and Merger — Consolidated Rail

\

Corporation, 1997 W.L. 5993 STB Finance Docket No. 33220 (January 8, 1997), the

Board reemphasize that... the preemptive, immunizing force of 49 U.S.C. §11321(a) can



preempt contractual rights . . . if necessary to permit a Board-approved transaction to go
forward.

Moreover, Section 11321 preemption is self executing. As Justice Stevens
explained, Section 11321’s predecessor, Section 11341 “does not condition exemptions
on the ICC’s announcing that a particular exemption is necessary to an approved
transaction. . . The breadth of the exemption is defined by the scope of the approved
transaction, and no explicit announcement of exemption is required to make the statute
applicable.” ICC v. Bhd. Of Locomotive Eng’rs, 482 U.S. 270, 298 (1987) (Stevens, J.,
concurring) (footnote omitted). See also Bhd. of Locomotive Eng’rs. v. Boston & Maine
Corp., 788 F.2d 794, 801 (1* Cir. 1986) (noting self-executing nature of section 11341);
Bhd. of Locomotive Er;g’rs v. Chicago & N.W. Ry. Co., 314 F.2d 424, 432 (8th Cir.
1963) (same). To that end, the Board has never required that railroads identify at the time

a transaction is approvéd every law or contract that might be preempted by the Board’s

approval of the transaction. See e.g. CSX Corp. — Control — Chessie Sys., Inc., &

Seaboard Coast Lines Indus., 8 I.C.C. 2d 715, 723 n.12 (1992). Thus, not withstanding
the terms of the Operating Agreement, JRA may exercise no contractual preapproved |
rights over a change of control transaction that is subject to the exclusive jurisdiction of
the STB under 49 U.S.C. §11321.

By seeking Board confirmation of the preemption'and nullification of the terms of
Sections 1, 4 and 23 of the Operating Agreement that require JRA preapproval of this
change of control, SURC seeks to resolve this issue with JRA and preserve the 25 year
public private partnership with JRA which has served the rail shippers of Central

Pennsylvania so well. Nor does nullification of these Operating Agreement provisions



leave JRA’s legitimate interests in qualified and financially responsible operation of its
rail lines unprotected. JRA can participate and protect its interests in any STB change of
control proceeding initiated by SURC and the North Shore Railroad System carriers and
JRA can request the Board impose protective conditions to address any appropriate
concern JRA may have regarding a proposed change of control transaction. What JRA
should not be able to do is use the terms of the Operating Agreement to arrogate to itself
the exclusive powers of the Board and obstruct SURC and the North Shore Railroad
System carriers from implementing a change of control transaction under the
circumstances described above.
IV.  BASIS FOR EXEMPTION

Because it will obtain control of at least two common carrier railroads, SURC
must obtain Board approval of this proposed transaction. 49 U.S.C. §11323(a)(4).
However, the Board is required to exempt an acquisition of control from regulation and
the prior-approval requirement where the Board finds that regulation:

(1) is not necessary to carry out the transportation policy of section
10101 of thas title; and

(2) either—
(A) the transaction or services of limited scope; or

(B) the application in whole or in part of the provision is not needed
to protect shippers from an abusive market power.

49 U.S.C. §10502(a).
The Board will issue an exemption that exempts an entity from the requirement to
obtain prior approval where the transaction is within a corporate family that does not

result in adverse changes in service levels, significant operational changes or a change in



the competitive balance with carriers outside the corporate family. 49 C.F.R.
§1180.2(d)(3). While no such changes will result from the proposed transaction, neither
SURC nor the North Shore Railroad System carriers wish to implement this change of
control transaction in violation of the Operating Agreement with JRA. Thus, out of an
abundance of caution, SURC is filing this Petition for Exemption to confirm, pursuant to
49 U.S.C. §§10502 and 11321(a), the nullification of the provisions of the December 13,
2006 Operating Agreement with JRA that could impede the implementation of this
transaction and then to obtain an exemption for the change of control transaction by
which SURC will acquire 100% stock ownership of North Shore Railroad System

carriers.

A. The Board’s prior approval is not required to carry out the national
transportation policy

Detailed scrutiny of the transaction, through an application for review and
approval under §11323(a)(4), is not necessary to carry out the rail transportation policy
(“RTP”) established in 49 U.S.C. §10101. To the contrary, exemption from prior
approval will promote the policies in the RTP.

Use of an exemption process rather than an application process will advance
several aspects of the RTP. Such a procedure will “minimize the need for Federal
regulatory control over the rail transportation system” (49 U.S.C. §10101(2)), “reduce
regulatory barriers to entry into and exit from the industry” (49 U.S.C. §10101(7)), and
“provide for the expeditious handling and resolution of all proceedings required or
permitted to be brought under this part” (49 U.S.C. §10101(15)). On the other hand,
requiring SURC to obtain prior approval by means of an application will frustrate that

policy of regulatory minimization. Genesee & Wyoming Inc. — Continuance in Control



Exemption — Chattahoochee Bay Railroad, Inc., STB Finance Docket No. 34913 (served

Nov. 9, 2006). It will also place unwarranted regulatory burdens in the way of Mr.

Robey to restructure his corporate ownership of his railroads. StatesRail, Inc. —

Acquisition of Control Exemption — Kyle Railways, Inc., STB Finance Docket No. 33340
(served Apr. 17, 1997).

The decision to ailow the six North Shore Railroad System carriers to be
consolidated under a nonoperating holding company will also substantively advance the
national RTP. Such a transaction will “ensure the development and continuation of a
sound rail transportation system with effective competition among rail carriers” (49
U.S.C. §10101(4)), and “foster sound economic conditions in transportation” (49 U.S.C.
§10101(9)). In particular, the proposed change of control will enhance the efficient
management of those railroads, to the benefit of the shippers that use the North Shore

Railroad System carriers. Genessee & Wyoming, Inc. — Continuance in Control

Exemption — Chattahoochee Bay Railroad, Inc., STB Finance Docket No. 34913 (served

Nov. 9, 2006).

Other aspects of the RTP will not be adversely affected.

B. The Board’s prior approval is not required to protect shippers from the
abuse of market power

The proposed transaction does not involve a change in rail operations or a
lessening of competition. As such, the proposed transaction raises no specter of market
power, and the Board should exempt SURC from the requirement of prior Board

approval.



At the same time, shippers can expect that benefits will come from being on the
SURC system in the form of stronger financial resources, enhanced management support
for operations and safety systems, and a more effective relationship with Class I

railroads.

C. The Board’s prior approval is not required because the transaction is of
limited scope

Because regulation is not necessary to protect shippers from the abuse of market
power, the Board need not address the factor of whether the transaction is of limited
scope. Ft. Worth & Western Railroad Co., Inc. — Lease Exemption — St. Louis
Southwestern Railway Co., STB Finance Docket No. 32955 (served Sept. 5, 1996).
Nevertheless, the planned transaction is also of limited scope, affecting only a nominal
change of control by means of a nonoperating holding company which will be 100%
owned and controlled by Richard D. Robey.

Moreover, the railroads being acquired operate on short stretchés of line that do
no exceed 60 miles. See Exhibit A and Exhibit A to the December 18, 2006 Operating
Agreement. Further, this is simply a change in control proceeding and there will be no
significant operational changes that will flow from it. As noted above, SURC believes
that this transaction falls within the class exemption available for the acquisition of
control within a corporate family and for that additional reason this transaction is of
limited scope.

V. ENVIRONMENTAL AND HISTORICAL REPORTS
No environmental analysis under the National Environmental Policy Act need be

prepared because the proposed transaction will not involve significant changes in carrier



’

operations, as defined in 49 C.F.R. §1105.7(e)(4,5). 49 C.F.R. §1105.6(c)(2). Likewise,
a historic report under the National Historic Preservation Act is not required for two
reasons. First, there are no plans to alter properties subject to Board justification that are
50 years old or older. 49 C.F.R. §1105.8(b)(1). Second, this control transaction will not
substantially change the level of maintenance of railroad property. 49 C.F.R.

§1105.8(b)(3).
VI. CONCLUSION

For the foregoing reasons, SURC respectfully requests that pursuant to 49 U.S.C.
§§10501(b) and 11321(b) the Board confirm the preemption and nullification of Sections
1, 4, and 25 (a)(viii) of the Operating Agreement with JRA that would impede
implementation of this change of control transaction and exempt SURC’s acquisition of
stock control of the North Shore Railroad System Carriers from regulation under 49
U.S.C. §10502.

Respectfully submitted,
RICHARD R. WILSON, P.C.

Richard R. Wilson, Esq.

Attorney for Attorney for Susquehanna
Union Railroad Company and North Shore
Railroad System Carriers

RICHARD R. WILSON, P.C.
518 N. Center Street, Suite 1
Ebensburg, PA 15931

(814) 419-8152

10



Before the
SURFACE TRANSPORTATION BOARD

STB FINANCE DOCKET NO: 35340

SUSQUEHANNA UNION RAILROAD COMPANY-
- ACQUISITION OF CONTROL EXEMPTION —

NORTH SHORE RAILROAD COMPANY, NITTANY & BALD EAGLE RAILROAD
COMPANY, SHAMOKIN VALLEY RAILROAD COMPANY, JUNIATA VALLEY
RAILROAD COMPANY, LYCOMING VALLEY RAILROAD COMPANY AND
UNION COUNTY INDUSTRIAL RAILROAD COMPANY

VERIFIED STATEMENT OF RICHARD D. ROBEY
(IN SUPPORT OF PETITION FOR EXEMPTION)

RICHARD R. WILSON, ESQ.

Attorney for Susquehanna Union Railroad Company
and North Shore Railroad System Carriers

Pa. 1.D. #25661

518 N. Center Street, Ste. 1

Ebensburg, PA 15931

(814) 419-8152

(814) 419-8156 Fax

Dated: January 18, 2010



Before the

SURFACE TRANSPORTATION BOARD
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SUSQUEHANNA UNION RAILROAD COMPANY
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NORTH SHORE RAILROAD COMPANY, NITTANY & BALD EAGLE RAILROAD
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VERIFIED STATEMENT OF RICHARD D. ROBEY
(IN SUPPORT FOR PETITION FOR EXEMPTION)

L INTRODUCTION

My name is Richard D. Robey and I am Chairman, Chief Executive Officer and
the sole owner of North Shore Railroad Company, Nittany and Bald Eagle Railroad
Company, Shamokin Valley Railroad Company, Lycoming Valley Railroad Company,
Juniata Valley Railroad Company, and Union County Industrial Railroad Company. I am
also the sole owner of Susquehanna Union Railroad Company. I am authorized to make
this Verified Statement in support of the Susquehanna Union Railroad Company Petition
for Exemption.

II. THE NORTH SHORE RAILROAD SYSTEM

The first five railroad companies listed above lease and operate five separate lines
of railroad owned by SEDA-COG Joint Rail Authority (“JRA”), a Pennsylvania
municipal authority created under the Pennsylvania Municipal Authorities Act. These
five rail lines are all former properties of Consolidated Rail Corporation which connect

with Norfolk Southern lines in Central Pennsylvania. The lines were acquired from



Conrail by JRA between 1984 and 1996 and all the railroads except the Juniata Valley
Railroad Company are connected by trackage rights over Norfolk Southern’s
Harrisburg/Buffalo line. The Juniata Valley Railroad Company connects with the
Norfolk Southern Pittsburgh-Harrisburg main line. The Union County Industrial
Railroad Company operates the line of railroad in Union County Pennsylvania which is
owned by the West Shore Railroad Company and the Lewisburg and Buffalo Creek
Railroad Company. I own no interest in either of these nonoperating railroads.
Collectively, my railroad companies are known as the North Shore Railroad System.

In August 1984, the North Shore Railroad Company commenced operating the
line between Northumberland and Berwick, PA which was acquired by JRA from
Conrail. In 1984, JRA also acquired the Conrail lines between Tyrone and Lock Haven,
PA and Nittany and Bald Eagle Railroad Company began operating that line in 1984. In
1988, JRA acquired the Shamokin Valley line and Shamokin Valley Railroad Company
commenced operating that line between Sunbury and Mt. Carmel, PA. In August 1996,
JRA acquired the Juniata Valley Railroad line and the Lycoming Valley Railroad line
from Conrail and these two railroad companies commenced operation of those lines at the
same time. A map of these lines is attached at Exhibit A.'

Over the past 25 years, the North Shore Railroad System carriers (hereinafter
“System carriers”) and JRA have forged an effective public private partnership which has
successfully preserved, rebuilt, maintained and increased shipper generated traffic on
these lines. The North Shore Railroad System handled 1500 car loads of traffic during

the first year of operations and in 2008, rail traffic on the five JRA lines operated by the

! The ICC/STB Docket Numbers for the acquisition and operation proceedings for each of the JRA lines
are noted on Page 1 of the December 13, 2006 Operating Agreement. See Exhibit B.



System carriers exceeded 22,400 car loads and generated $8,883,800.00 in freight
revenues, 10% of which was paid to JRA as an operating fee under the provisions of the
Operating Agreement between the five operating railroads and JRA. In 2006, the five
North Shore Railroad System carriers and JRA renegotiated and extended the Operating
Agreement for JRA lines until 2017 and the agreement was filed with the Surface
Transportation Board. Under Section 13 of the Operating Agreement, the System carriers
assumed maintenance responsibilities for the five JRA owned lines under enhanced FRA
track standards and under Section 14 JRA agreed to be solely responsible for all capital
improvements. A copy of the December 13, 2006 renegotiated Operating Agreement is
attached to this Petition for Exemption as Exhibit B.

The six North Shore Railroad System carriers are operated from a central office in
Northumberland, Pennsylvania and share a common management staff which I lead.
Locomotives and track maintenance equipment are owned by an affiliated company and
locomotives are identified by different paint schemes for each operating railroad
company. Significant management, budgeting, maintenance and operational functions
for all six System railroads takes place at the central headquarters in Northumberland,
Pennsylvania. Accounting, clerical, car management, purchasing, human relations and
related functions are also centralized in Northumberland as are maintenance of way and
signal activities for all six railroads.

The marketing activities for all six railroads are also coordinated and directed
from our headquarters in Northumberland, PA. Customers for all railroads call into the
Northumberland office for commercial transactions, rate quotations and operational

service matters. In 2006 and 2007, North Shore Railroad System carriers were



recognized by Norfolk Southern Corporation for exceptional traffic growth, business
development and operated efficiencies as indicated by the press releases attached hereto
as Exhibit C.

M. THE CHANGE OF CONTROL TRANSACTION

In order to conform the corporate structure of my six railroad companies with
their day to day functional management and operations, in 2008, I decided to consolidate
100% stock control of my railroad companies in a nonoperating corporate holding
company, Susquehanna Union Railroad Company (“SURC™).2 This nominal change of
control transaction will involve my noncash tender to SURC of 100% of my shares of
System Carrier stock in exchange for additional shares of SURC. I will thereby own and
control the six North Shore Railroad System carriers through SURC. This will improve
our ability to provide consolidated management and administration of all six System
carriers.

Upon the consummation of this transaction, I intend to provide members of my
management staff an opportunity to acquire an equity interest in SURC in recognition of
their many years of commitment and dedication Ito the System carriers. However, I will
continue to retain 100% voting control of SURC for the iﬁmediate future.

IV. THE DECEMBER 13, 2006 OPERATING AGREEMENT

During the negotiation of Sections 1, 4, and 23(a)(viii) of the December 13, 2006
Operating Agreement, JRA insisted that it be granted prior approval rights of any change

of control transaction for the North Shore Railroad System carriers in order to assure

2 In January 2006, SURC, incorrectly identified as Susquehanna Valley Railroad Company, sought a Notice
of Exemption to control seven Class III carriers including the North Shore Railroad System carriers in STB
Finance Docket No. 34806 but subsequently notified the Board that it would not consummate the exempt
change of control transaction given a decision to retain the existing corporate ownership of the North Shore
Railroad System Carriers pending negotiation of the December 13, 2006 Operating Agreement with JRA.



qualified and financially responsible operation of its rail lines. Additionally, under
Section 25 of the Operating Agreement, the parties also agreed that the Operating
Agreement would be subject to the “order, rules, and regulations of appropriate
regulatory authorities, including the STB having jurisdiction over the parties.” In the
exercise of these contractual rights, JRA as a Pennsylvania municipal authority and as a
signatory to this agreement incurs both contractual and fiduciary obligations of good faith
and fair dealing. As a common carrier rail line owner, JRA is also subject to provisions
of the ICC Termination Act of 1995 including those pertaining to acquisition of control
transactions and may not unreasonably withhold its approval of legitimate change of
control transactions.

Unfortunately, despite a long history of cooperation and partnership, in July 2008
long standing differences between JRA and the North Shore System carriers involving
assertions by JRA that it was entitled to control the proceeds of sale of the five System
carrier’s Internal Revenue Code §45G track maintenance tax credits (See Exhibit D)
came to a head. JRA had adopted an ambitious schedule of capital projects and sought
enhanced funding participation by the System carriers not withstanding Section 14 of the
Operating Agreement and the track maintenance provisions of Section 13. In pursuit of
this objective, JRA sought the disclosure of a confidential and proprietary railroad
shipper agreement pertaining to the transfer of tax credits by the System carriers for
review by JRA outside counsel. (Exhibit E)

Eventually, our System carriers agreed to provide that proprietary agreement
under appropriate confidential protective conditions for review by JRA’s solicitor and

regulatory counsel. See Exhibit F. However, in 2009 JRA again sought further disclosure
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of this agreement to additional outside counsel for review of a broader scope of legal
issues, and the System carriers objected to that request. Exhibit G. In correspondence
from its solicitor, JRA then stated that it would not give further consideration to the
SURC request for approval of the proposed nominal change of control transaction until
the System carriers agreed to disclose to the additional outside counsel the terms of the
confidential shipper carrier agreement related to the tax credit transfer. See Exhibit H.

At the same time, JRA also sought a proposed modification to the December 13,
2006 Operating Agreement seeking control over the System carriers’ transfer of future
Section 45G track maintenance tax credits. On November 9, 2009, the System carriers
declined JRA’s proposed tax credit modification of the Operating Agreement. See
Exhibit I. On November 11, 2009, the JRA Board of Directors took formal action on the
System carriers/SURC request for approval of the nominal change of control transaction
and voted to deny Board approval. See Exhibit J, Page 4. After the Board voted to not
approve the requested change of control transaction, I requested an explanation from the
Board for its action but the Board refused to provide any explanation to me. See Exhibit
J, Page 5.

On December 8, 2009, I received correspondence from JRA Chairman Walls
responding to concerns expressed by members of my staff to JRA directors regarding
JRA’s denial of our proposed change of control transaction.(Exhibit K) I responded to
Mr. Walls on December 16, 2009 and Mr. Walls replied on December 22, 2009 seeking
information which we had previously provided to the JRA Board. (Exhibit M) It is

evident from JRA’s correspondence that control of the System Carriers’ tax credits



remains a central issue in JRA’s refusal to approve our proposed change of control
transaction.

It is unfortunate that Board has refused to approve the nominal change.of control
transaction which I had proposed. This type of transaction is routinely exempted from
regulation by the Surface Transportation Board under 49 U.S.C. §1180.2(d)(3).
However, from the exchange of correspondence attached as exhibits to my Verified
Statement and from the action of the JRA Board on November 11, 2009, it is evident that
the JRA Board has determined to exert inappropriate pressures on our railroad companies
by withholding its approval of the proposed nominal change of control transaction to
extract financial concessions and a contractual amendment from the System carriers for
the financial benefit of the Rail Authority. Given the unreasonable delay and oppressive
tactics adopted by the JRA Board in refusing to approve our nominal change of control
transaction, I am requesting that the Board grant this Petition for Exemption and preempt
the pertinent sections of the December 13, 2006 Operating Agreement so that our
proposed change of control transaction can be exempted and implemented without

violating the terms of our Operating Agreement with JRA.
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EXHIBITS

North Shore Railroad Systems Map
December 13, 2006 Operating Agreement
Norfolk Southern Awards Article

JRA Short Line Tax Credit “Policy”

Email of January 4, 2008 to JRA counsel re:
disclosure of proprietary 45G Agreement

Letter of August 20, 2008 to JRA counsel Re:
Procedures for Confidential Review of Redacted
45G Agreement

Letter of July 30, 2009 to JRA counsel Re: Further
Review of 45G Agreement

Letter of August 5, 2009 to System Carriers’
counsel refusing to consider change of control
without further review of 45G Agreement
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OPERATING AGREEMENT

: S
THIS AGREEMENT is made and entered into on the éi'— day of

D’c?;:-’Z-——.i . 2006, to become sffective January 1, 2007, by and between

SEDA-COG JOINT RAIL AUTHORITY, a Pennsylvania municipal authority createa

<ncer the Mun:cipal:ty Author:iz:ies RBet ol 1945, referred to herein as the

"Auzthcrizy:"

(1)

[
LYCOMING VALLEY RAILROAD COMPANY (''LVRR'’), NITTANY & BALD EAGLE
RAILROAD COMPANY {''NBER’'‘), NORTH SHORE RAILROAD COMPANY /"NSHR”., JUNIATA

VALLEY RAILROAD COMPANY (“JVRR"”) znc SHAMOKIN VALLEY RAILROAD COMPANY

SUFEY ., tne Iirzgiins gerTies 311 Z2inT TENNSYLTVENLE ICICTIrATLInS inz ars
-z b 2=z vrra2~ == A~z2vz =~ 33 2= “imapvz-ae 1o~ == amTir2ly r2farvran o
~TILTLZiE._y T=z=rrsc T nSzZs.n 323 3 cerzTzrc” :nz IzllacI. zly reizrrs Tz
s=re_rm 2 Tns "Zgsrztzsrs”
S -
WITNESSETE
WHEREAS, =he Autherazy s the cwner ¢l zerzawn l:nes ¢f ra-lrcad

-nI2rstat2 Cocmmerce Commissicn L Docket Nc. AB-157 (Sukb Nos. 392N, 437N,
J - - - -
+8SN, 389, 775 and 485N)), and 373 Finance Docket Nes. 33019 and 336Ceg; and
r . - -
WHEREAS, The Operat:n¢ Ccomzani2s have teen authorized tc ccnduc:t
and.prcv1de common carrier ra:lrsad operations and service on lines ol
rarlrocad (the ''Railrcad Premises’’') descr._=d x2n Exhibit '‘'A’‘, 1n ICC
Finance Docket Nos. 30536, 34@43, 31378 and 31378 (Sub No. 1) and ST2 Finance

Jccket Nos. 33010 and 33008; and

Exhibit B
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WHEREAS, the Authority has selected the Operating Companies to
provide rail freight service and to maintain the Railroad Premises for the

benefit of shippers and communities served by said lines of railroad;

NOW THEREFORE, the part:ies, intending to be legally bound, agree

as follows:

Section 1. Definitions

“'Affiliate’’ means any 2niiiy =2ncaged :a providing railrcad

. €
services To the Creratcrs,
2=

cwried, darectly cr indirsctly, in whele

3 Oor i1 part, by =2:ther: (:) any oI the Cperators; (i) any

than a 3% cwrnersa.gp Lnterast i the 2guity o any of :the

Jperatsxs ‘a '*Prinezpal’t’, or ii:i & Principal’s speuse or

‘‘Authority Standards’'® =eans Tn2 Talntenance standards sat Icox

i Exhibie B, ''Track Mazinzsnances Standards‘’, of chis agrasmenc

raglacements, tha:t ar2 nct . :2sul:c of crdinary ma.nctanance
s

[V

cTivities to e cericrmed v Creratosrs under tha

mprevement or Maintananca, the dispute shall be submiot:iad

CC Arbrtrat:won pursuant to Sect-on 29 of this Agreement.

"Change in Control" cf the Orerators shall be deemed to hava
occurred if and when any person or croup of persons shall,
subsequent to the date cf this Operating Agreement, have aczuaired
ownership of or the raight to vote or to direct the voting of
shares of any of the Operators representing fifty-one (51%)

percent or mcre of the total veting interest of such Operator.



‘“‘Environmental Contamination’’ shall mean any contamination of
the Railroad Premises arising .-.::~.Im the deposit, acceptance, use,
storage, transport, disposal or release of Hazardous Materials to,
or under the Railrocad Premises as a result of the receipt,
transportation, delivery, use or storage of said materials by any

of the Operating Companies.

‘‘Hazardous Materials’’ shall mean and include, without
limitation, (1)’''hazardous substances’' or ‘'toxic substances'',
cr ‘'‘'mcllutants cr contaminants’’ as those terms are defined by
the Ccmpr=hens-ve Envirsnmental Response, Compensation andé
liapilictv Acz, 42 U.S.C. 83601, et seg ; the Tcoxic Substzances

Centrel Acz, 18 G.S.C. §2601, 2t seg.: or the Transportat:icn ci

Hazardcus Macer-als 3act, 4% J.S C 55102, et. sec., ali as

amended, .2} ‘‘hazardous wastes'' as that term s def:ned dv :ne
Rascurce 7Tonservatisn anc Feccvery act, 42 U.S.T 56501, =2 gecg,
as amencecg, 3, anvy scllizsnt .. contaminant or nazardcus,

dancersus or o-oxis cnemicils, Tatsrials or sukbstances witnin the

mean:ng ¢ any cchar applicabls fscderal, state

{3: any radicact:yve material, :ncluding any source, scecial cr
nuclear or bv-product macerial as cdelined in 42 U.S CT. §21300, e

-

segq as amended; (&) aszes:zcs and asbestos contairning macerzal

ary form; or (7)., ccmpcundés ccntaining pelychlerznated kiprenvls

‘‘Janotti Report’’ means :the Track Inspection and Marntenance

Right of Way Repcr:z tc be prepared by Paul Janott: pursuant =2

n

ection 13(a) cf this Agraemer: and appended to th:is Agrsement as

Exhibit ‘“‘E.’’.

‘*Railroad Premises’’ means all property of every kind and

description, real, persoral, and mixed, including, but not lim:ted

(Ve
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to, the right of way, roadbed, tracks, bridges, track materials,
poles, wire lines, signals, switchgs, and other facilities,
buildings, and appurtenances comprising the premises described on
Exhibit *‘*A’’ and utilized in the provision of rail freight

services pursuant to this agreement.

‘‘Rail Freight Service’’ means ra:l freight transportation serrice

-,

to be provided by the Operating Companies pursuant to the
provisions cf Title 49 of the United States Code, Part A, and

under the terms of tiis Agraeruc.

''*STB’' means the Surface Transpertation Board of the Un:tad
Statss Zepaxtmen: cf Transpcrtacicn.

‘‘This Agreement’’ means th.s Cperating Agreemen:.

''Track Consultant’' means & cua_:I:ied consul:tant 2ngaged v the

Aucherzctv Irom time ts tcime Ior the purpose cof inspecting the

5,

Rarlrzad Premises and providing periodic r2pcrts IC the Aucherity
ragard-nc che cernéiz:on thereof
Sectzon 2. Exclusive Use of Railroad Premises The Aurthcracy sznall growide o=
Ine Treraiing Tompaniss access o and use ¢f tne Railrcad PFremises Toa
Srerating Tompantas snall have tne axcliuslve right o use the Railrcad

sramises onlv Icr zhe purpcose of providing ra:l fre:gnc service therecn during
cthe Zerm cI tais Rgreement, c¢r any extens:icn Or reanewal therecf, subject o

e t2rms and ccnditions hereinafter ccnrained. This Agreement shall nct ze

curroses cther chan rail fre:.ght service, 1acluding passenger service or ra-l

excursicns, sha.ll regquire prior written permissicn ol

the Authcrity.

Section 3. Use by Other Carriers or Third Parties. In the event that Operators

cesire ToO allcw any other person or entity access tc or upon the Railroad
Premises for any purpose other than the provision of rail freight services
hersunder, the Operator shall secure prior written approval from the Authority

which approval shall not be unreasonably withheld. Nothing herein shall

S



prohibit Operator from providing access to or upen the Railrocad Premises by

persons or entities as required to enable Operator to provide rail freight

services as provided herein.

Section 4. Non-Transferability. This Agree:ant and the rights herein granted

shall not be assigned, sold, leased, transferred, or in any other way
alienated without prior written consent of the Authority. For purposes of this
Section 4, an assignment shall include any transfer of any rights under this
agresement, whether voluntary or i1avoluntary or by operaticn of law, includ:iang
any mercer cr censclidation of the Operator or any Change in Ccntrol oI the

Creratdr made withour the Authcriiy's pricr written consentc.

conzained herein as to the Railrocad

(3]
n

Section S. Defects in Title. The rich

Pram:ses ars grantad cnlv i1ascfar as che Authcricy < Ty

Premrses, Authcritv and Operatsrs

3¢ ZaX2 a.IlOn a5 necessary IC prasarve tie

Section 6. Right to Iaspect. The Authcritv/. LIS agents Cr assigns, Siall havs

zhe roghI, ugcn rsasonaple notice, IS 2n
“he Ra:-lrcad Premises Zor the purpcse ¢I making resascnable inspections The

ascrakle arrancements to assure that the inspect:icns can

je
[
0
n
£
I\
[
[
=l
m
e
1]
]
[

e wncerfersnce or disrupction of the

Operatcrs’ ra:lrcad operations, o a Macner consistent with the secur:zzy cs
the rarlircad facil:zxes. Cperators shall, upecn adequate advarnce notice,

crovicde hi-rail equipment and a qual:Zied driver to facilitate raspections
exercised hereunder. The cost cf such hi-rail equipment anc driver sphall pe
borne by Operators; provided, however that in the event the Authoricy requires

- o
rizy

such inspections more than two times during any calendar year, the Autho

skall reimburse to Operators the cost incurred by Operators for such

add:itional inspections.

W



Section 7. Taxes and Utilities. Operators shall pay and discharge, on or

before the last day on which payment may be made without penalty or interest,

any and all taxes (including without limitation all real property taxes),

assessments, charges for public utilities, excise, license and permit fees,

assessments, sewer rentals and other governmental impositions and charges

which shall or may during the term herecf be charged, assessed, mposed,

become due and payable,

by the Operators of the

shall
legal

snhall

Authority su

such

Zem Sr i:ta2ms axceed $2,530 00,

or a lien upon, or arising in connection with the use
Railroad Premises for rail freight service. Operators
have the right to contest any such taxes or other charges by apprsprratce

crcceadings, conductad ac their cwn exrzense, providing tha:t Operators
furncsih ts Authcr:ity a surscy zond or cther security satisiactory to the

fficient =0 cover the amounc of the contested 1tem or items when

ww.zn :atersst and penalty for the pericd

anc all charges Izr water, gas, 2lacTricLit Y
crovided o The Ra:lrcad Srem-ses and usec Iv tnae Ogeratcr in <he provisisn oI
ra:l ZIra.gnt gervices heraunder

Section 8. Existing Agreements. Crera:icrs’ use cf cthe Railrcad Premises 1s
suzZt2cT T2 all ¢f zne tarms and ccnéiticns corntained wn the following 2xisting
agrssments, 22pias 5 wnich have ses=n ctravicusly del:ivered tc the Opera:zcry
a; Acguisizicn Agreament Zaztad July 23, 1284 betweern Ine
Auzherizv ané the JcnscliZat2d Rail Cocrperatien (U'Conmrall’’) uncer

wnicn the Railrcad Premises was acguirad

(refarred zc here:n as the Novemper 28, 1288

(c) Acguisition Agreement datacd November 6, 1996 betweesn the
Autkority, NBER and Conra:l (referred to herein as the ‘‘November 6,

1956 Agreement'’);
(d) Trackage Rights Agreement dated August 15, 1996, between the

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

‘*Trackage Rights Agreement’’); and
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f—_) _ ] (e) Settlement Agreement dated July 1,2005 between Norfolk

Southern Railway(NSR), LVRR, NBER, NSHR, SV?R, and Union County
Industrial Railroad (UCIR} and the Authority.

The Operators shall conduct their operations over said Railroad Premises in

accordance with the terms and conditions of the aforesaid Agreements and all

other agreements to which they are a party and the Authority is now or

hereafter becomes a party or tﬁird party beneficiary. Additionally the

Operators hereby jointly and severally assume all obligations of LVRR under

the July 1, 2005 Settlement Agreement ancé all obligations of NBER under the

Ncvember 6, 1996 Agreement anc the Trackage Rights Agreements, and shall

incemriiv and hclé the Autherizy harmiess Ircm all liability with respectc

therstc. Ixcept as set forth hereia, neither the Authority nor the Operacors
shall 1acur anv cbligation, undertake any action cr assume any liabilizy of

tne ctiher party uncder the afcrasaid Agra2ments

Section 9. Term. The zarm ¢ his Acra2ment shall commence January 1, IIC7T
andé continue unToil Junm2 19, 217, nlsss serminacad Srisr thierats Lo

{a’ Zperazzcrs snal. ze -cintly and severally ckbligated T zavy

2a__rzacd Pramises as st

I
¥}

-

T2ag 3zr zne ise o

»s exgress.y inderstoed that such Cperating Fa2es shall ke
¢ the Authorizy wizhcut z37-set fcxr any charges incurrad by Operatcrs io

the provisicn ci ra:l Zresrght services. :

Section 11. Condition of Railroad Premises. Operators have inspected che

2a:lrcad Premises and acceptc the same "as 15". The Authority makes nc

n,

reprasentaticn or warranty as co the physical conditicn of the Railrsca

rem:ses or the conditzor cf the legal titlz. Operators shall return cthe

U

Rarlrcad Premises to the Author:ity upcn the termination of this Agreementc :in

the same condit:ion as received cr as :mproved. Notwithstanding the {cregoing,
cthe Authority shall make no cla:m or demand against the Operators regarding

the ccndition of the Railrocadé Premises at rhe terminat:on of this Acreement,

. Sectzon 10. Operating Fees



responsibilities as set forth in Section 13 of this Agreement.

ara2 ot avaiiatles at that time.

Section l13. Ma:ntenance

nct ze found 1a default if cars which must be obtainecd from a Class I

necessary to prcvide rail freight service on the Ra:rlrcad Premises as

provided that the oéerators have complied with their annual maintenance

Section 12. Provision of Additional Equipment and Facilities. Operators shall
be responsible for proviaing all equipment and facilities that are reasocnably
necessary for the safe and adequate rail freight services on the Railrcad
Premises. Such equipment and facilities shall include, but shall not be
limited to, loccmotives, rolling stock as available, maintenance equipment,

office space, and such cther facilities and equipment as are reasonably

ccrncamplaced under th:is Agreement. Notwithstanding the above, Cperatcrs szall

i, Prompcly Icllswing tne axeculion of tiRis Agresment, tle
zart.2as shall encage, Mr ~Faul Janctti, at Operators’ scla expenss, =C
craczars a ccmprehens-ve regcrt .the ‘‘Janctti Repert'’;, secting Isrin
the a2xisting cendiz:ion o the Railrcad Prem:ses, which report skall te
aprended s this Agraement as Exnikit "'Z.’’ Crexatcrs shall be sclalv
ragpensizla Isr maincainaing cthe Railrcad Pramises 1 acccriance wiin tas
autnecrity Standards cr T the conéiticn o which they nave deen
tmeproved. Ncowiiastanding cne Soragsing, tc the extent the Jancit:

pcrzion oS the Ra:ilrcad Sremises o ccnditicn as described il the
Sanott: Repor:s., zut 1ot l2ss than applicakle FRA Standards. It s the
incention of the parties that any por:-ion of the Ra:lroad Premises trat
dc not presently comply with the Author:ty Standards shall be imprcved
to a condition that complies with Authority Standards over a reasonable
period of tlme; gving due cons:deration toc the reasonable rail traZi-c
and revenue projections for said portions of the Railroad Prem:ises

through the Annual Maintenance Program hereinafter described, and which



limiting the foregoing, the parties further agree as follows:
(1) On or before January 15 of each year, Operators
shall prepare and submit to the Authority, a program (hereinafter

referred to as the "Annual Maintenance Program") setting forth the

/ shall thereafter be maintained to the Authority Standards. Without
™~

maintenance items to be performed for the entire Railrcad Premises
during the remainder of the calendar year, and the anticipated
cost of such items to ensure that the Railroad Premises are

maintained in accordance with the Authority Standards.

(2) Operateors will review the Annual Maintenance
Prcgram with the Authority's Staff and Track Consultant who shall

reviaw and amend the same tc 2nsure that 1t complies with the

[oope-t

By

Aucther:tv Standards nct later than March 1 of said year.

ia
i2

(3) Cperatcrs shall at their cwn cost be respens:

accorcance with the

th
O
L8]
3
1]
'.l
3
(o}
w
Ve
3]
!.
1]
o
1)
®
W«
»
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[¢]
fs
n
g
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[{]
3
7]
n
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n
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r=z 2 the anrnual Ma:tntsrnance Srogram

appraved tv the Autheritv's Track Consultant.

{47 The 2uther:zv's Track Tonsuliant spall inspect IRk
Ra-lrzad Sramises aI L2&ST Iwicse 2ach calsancdar y=2ar to esnsur2 that
Zreratsr L5 maintaLning th2 same Lo accordance wiin the Annual
Maintenance Program acdcptad oy ~he partiaes Ior the Railrsacd
! corsultant cr =y
inszecssrs fxem tne TFaderal Railrzad Admonistraticn cxr the
Pennmgvivania Subl:-c Toiliiises CTommissien Lni routine Lospecticns oI
~ne Zailrzad Pramises sha.l De grompily remediesd by the Cra2razcrs

at tneLy scle cost zndé 2xzgense
(3} any dosgutes aris:ing with respec:t tc exrth

L Y

terms ¢r requirements of txze Annual Maincternance
Cperatcrs’ compl:ance with the Annual

sukmztta¢ to Arbitraticn pursuant to Section 29 of thi

"
'
o
[{]
3
tn

=at ary and all ra:ls, ties cr othe

n
LA}
I
1]
I3
1)

{z) The parc:ies a
cf track and sigrnaling egquipment ramoved anc replaced by Operatcrs i

the performance of regurrad¢ marnisnance {the ‘'‘Replaced Materials'‘'})
shall become the property of the Operators, regardless of whether such

removed property 1s sold or retained by Operator as materials and



supplies, provided the Operators purchased the material used in the
replacement.

(c) It is expressly agreed that Operators shall be financially
responsible for the repair of damage to any portion of the Railroad
Premises caused by a landslide, geoclogical disturbance, £lood or
significant natural catastrophe in an amount nct to exceed $25,000 per
occurrence. In the event cf an unirsured catastrophe resulting in
damages to the Rairlroad Premiuses :n excess of $25,000, che Autiacrity
snhall have the right, but nct the cbligation to pay such excess amcun:

es
Ulred to regerr the damages, anca in tne aksence c¢f such rspair tone

Section 14. Capital Improvements Creraccrs shall have the right, but nct the

cplication with the prior written aprroval of the Authecrity, to make, at zheivr
swn 2xpense, Capital Imrrovements Icr ra:l: :zZ purpcses on the Railircad
n.ses during the term ¢f this Agreemenc. In suca veluyntary capital

r2d o pav the ccst of remeoval of

apgurctanant scricturss, axcluding TYsck Lmprovaments, whers raguired Cv the
Autzzriczy Whara such Creratcr Zinanced Cagizallmprovements regulr2 Ccr invcelve

he rzplacemenc ci an asset 1n clace, the part:ies shall acree

advance of Lnstallacien of the reglacement asset, wnc wil

)

zhe Ra.lrcad Framises, ancd .o the acsence

SUCh wriiIen agraement such assezs will beicng to the Authority The
Jgeratcors shall have nc other sonligaticons ¢ Iinance cr cay Ior any cCapLIad
LTErIvETent s tie Rallrcad Premisas under the terms of this Agrsement
Section 15. Operators’ Obligations. Crerators agre= :that thewv will at ail

times Zur:ing the cencinuance of This Agreesmentc.
ta) Pav all charxges :n acccrdance with Sections 7 and 1°
nerein, at such time as the same ar= i.e and zayable

oe recovered by the Authority in the same manner as any charge due or in

arrears.
(b) Operate ra:l f£reight service in acccrdance with all
federal, state and local requirements and shall be responsible for

obtaining all goveramental approvals, authorizations, franchises,

l_censes and permits as may be prerequisite to the rendering of suca

service.

10



{c) Observe and comply with any and all requirements of

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

statutes, ordinances, regulations and standards applicable to Operators

or their use of the Railroad Premises.

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

Premises, including any buildings used or
in good operating condition and rep~ .. in
sound, accepted engineering practices and

accordance with the provisicns of Section

cperations shall include, but nct be limiced tc, the remeval of all

wrzcks and derailments within thairty (30)

cccurrence, restoration of the derailment

cendiczion within chirty (30) cdavs following such occurrence

V]
th
ct
(]
"
8}
®
[
[s B
LI
(¢}
3]
n
[
0
)
(A}
m
e

leased by Operators thereon,
a manner consistent with
maintain the track ain

13 of this Agreement. Such
days fcllowing any such
site tc safe orerating

and

dera.iment szte t2 .Is crigznal ccnditicn cor ketcter

srsvisiens of Sectiens l3.c' and I7 cf chis Agre=ment :

2, Cperate rail ZIraizght serv.c2 cn lines sI tne Aucthorizv at
sucn lavals and at such Iracuency as reascnarly accegtasls T the
ALInerity, Ssubsect o the Isilowing guicdeiines

i1, Fraquency ol Sexwvice. The Creratsrs shalli provids ra:l

fra:zht service a minimum oI cwice 3 week Necaing hexein shall
r2guire tne CTperatsors T crers o a schedulad train when thers arz

exclus>v2 oI Saturdays, Sundays, and Hol:days)

L irs:icht serv:ice has been astabli:shed,

accgordéing to subsect:icn (e) (2) rhereci, shall ccnstitute a kreach

I th:is agreement kv the Operatcrs

r
H
o
o]
n

0

cdestined to and Irom statlons on the

ortatwon contractors cr delivered tc consignee not later

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

Holidays) after arrival of the shipment in the yard serving .the

line with adequate billing infcrmation unless consignee notifies

the superviscr in charge of the Operator’'s Rail Freight Serwvice of

the shipment’'s imminent arraval on the lines of the Operators, in

11



which case the consignee can request a prompt placement date. The
Operators shall exercise reasonable efforts to provide prompt
empty car placement whenever the consignor notifies the Operators’
supervisor three (3) days prior to the day on which the loaded
zar(s) shall be placed for loading, specifying the date for the
clacement of the empty car(s) for movement to the destination.
Zowever, nothing in this paragraph contemplates the Operators’
sroviding better levels of rail freight service for certain
~ustomers with similar, but nct identical, characteraiscics without
z=llection of the applicakle zontract cr appropriate published

-narges for such spec:al ra:l Ira:ght servrice. Nething i1 cth:

caragraph preclucdes the Cperatsrs Irom previding mecre fraquent

ra.l fra:ght servrice than that agreed upcn 1n accordance with

Zaczion 15¢{2) (1)
{3: Qual:zy cZ Servwce- & Creratcrs shall grev:ode safz2 and
rarl Zrsignz: service, ncluding, Dut et Jimited o YL,

=elivery ané access =< 2mMpLy rail c£ars subdj=2cT I CAr

~.=2aring cf train deraiiments and wracks cn the Rallrcad Pramiusss,
a.. as spec:iia2d 1n this agrzement. The Operatcrs shall provizs
-=e name, addrass, t2lapncne numcer, and pecint ¢ ccntact of Ine

snigpers that are servec ¢on che Rarliroad Fremises T2 tne Autherizy
wizhin thirzsy 130) days Zrcm the cate of execution cf chis
agreement. The Autherity will survey shippers during the term of
zk.s agrzementc tc determine quality cf ra:l freaght serv:ice
provided py che Cperators, provided, however, that such survey
shall n=ct seek informaticn concerning conficdential ra:l
transportaticn contracts, ratt ” <¢r price negotiations cf rail
freight service by any of the Operators or their cdnnec:lng
carr:ers, and che survey results will be prcvided to Operatcrs.

" (4) Control: The Operators shall have exclusive control of
the operation, performance and pricing of the rail freight
service, including but not limited to the dispatching and control
of tra:ns, assicnment of available cars in good corder, assignment

12



of crews and other employees, and assignment and use of power. The
Operators shall use their best efforts to provide such rail
freight service in an efficient manner.

(5)Operating Rules and Regulatiocns: The Operators shall have
' the exclusive authority to promulgate and adopt'rules, regulations

and tariffs that are consistent with regqulations issued by the STB
and FRA and the provisions of Title 49 United States Code,
Subtitle IV, Part A.

(f) Notify the Authority in writing within ten (10) days of
any management and supervisory perscnnel changes. In the event that such
emplovee 1s no longer part of the Operators’ organization, the QOperator
shall advise the Authority of the action taken to ensure that it will be
able tc provide rail freighc services under this Agreement.

{g) The indivr:cdual Overator author:zed by the STB to prov:ice
rail freight services cn the rai: l:ine on wh:ich a claim arises shall
fully indemnify, deiznd and hold narmless the Authcritv, :its memcers,
cficers, acents, amplcvees, successors and assigns, from and aga:iast

a:r. zlaims and aczo.cns ap IS the Auther:octy’s l2gal obl:igat:ion tc rzav anvy

such claims, :including zxe Authkcoriiy’s re2ascnabl2 atteorner’s f22s and
lizzgatisn zzsis and 2xpenses, tased upen oY arising cuc cf (-

Pram:yses) caused v the negl:igence . the wnvclved i1ndividual Cpera:cr,
Y 125 agents, 2mp.c/ess, Iw8sSI§, LnVilses, CCnTYaciors, suppoisrs i
Tacar.als, or furnishers oI service in the use and occupancy ci cthe

var The :1ndrvicdual
Ireignt services on the va.l lines cr wnich a claim ar-ses shkall ze

Zzakles, defend and indemn-3Iv cthe Aucher:ity Zcor any damages, harm

1n-ury Te the Ra:ilrcad Premises caused by the negi:gence cf the invelved
v

responsible tc the Authoricvy ané defend, indemn:£y and held the
Auchority, its direczors, officers and agents harmless Zrom and aga-nst

ity arising out cof any environmental protecticn or polluzion

U]
a
b<
)4
=
1)
b
I
}
)4

law, or any liability in tort (strict liability or otherwise), up tc the



Authority’s legal obligation to pay ity such liability, arising out of
Environmental Contamination of the Railroad Premises caused by any of
the Operators’ rail operations or their use of the Railroad Premises.

(j) Maintain a policy or policies of liability insurance to insure
itself against liability for injury or damage to persons and proper:y,

which policies will be in the minimum amounts set forth below:

Tyoe Laimits
(B8] Comprenensive General Liabilicv
Insuring against clawms Zor for all clawms
(a; 3odily Injury and $5,2CC. 300 per
{B) "?ropercy Camage Occufrence, 525,000
decuctizle
z. Eedexal Smpicver's Liabil:Iv Act

Zsvaras oy bSlanket gciiov nctad Lo L
i, Feresen 3c.ling 3:scX
T.ieres 2y TlanXxet TC.LTy [cTac oon L
H ALISmEEIl2 Li3CLLiI
1,332,220 cer sccurrenze
31,101 2ezugtinie
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7/ apperspriate cerc:iiicatas oI sucn insurance which shalil
sgeczfzzally staca thac the instrancs comgany snall Iurnisn s tne
Autncriiv &t least shirTy 133, davs nctise ¢ anv lapse or material

rrovicde Authorizv with the fcilcwing iniormat:ion, which e the axtent
sCssible uncer appl:cable law, shall be ma:ntained by the Authcriiy .=

1. Complete listing or names and addresses of all
officers, directors and senior management of
Operators. _

2. Complete listing of names and addresses of all
staockholders of Operators, including the total numpbex

of shares owned by each stockholder.
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(n) Operators herxreby covenant and agree to provide one
hundred twenty (120) days written notice of any proposed Change in

——

Control of Operators. The Authority shall have the right to approve or

e disapprove any such Change in Control and shall have the right to

terminate this Agreement if any actual Change in Control occurs without
Authority approval.

(of Operators agree to provide and maintain combined
unencumbered minimum working cap:tal of fifty thousand dollars
($50,000.00) .

(p) Operators agree to provide and maintair a reserve on
deposit with the Authcrity, of twentv five thousand dollars ($25,000.00)
at all t:mes in addxiticn to :the minimum working capital requirements of
thas sectiorn for the purpcse cZ pavment of liabk:ility claims not
otherw:se ccvered by rnsurance. The saié reserve shall be heié by :the
Authcrity 1n an interest bearing account, with all xnterest accruing e
~he benei::z of the Operator. This amount may be reduced or wa.ved upcn
wriiten aporoval of the Autherity. The Operatcrs shall make an egual

depcsit tc match any withdrawal Irom this reserve Ioxr payment o zlaims

tne foregcing, in the event the Operators contest any asserted
term.nation tv reasor ¢ delault and demand arbitration Ln acccrdance
with Sect:on 29 cf :th:s Agreement, Operatcrs shall not be reguirec tc
f£.le Zor discontinuance of rzil Zfreight serv:ce until such date as suchk

terminacion has been made =hat

.
m
[o 8
1)

arsitration has been concluded an

Operators have breached the Agreement.

Section 16. Restrictions. Operators Zurther agree that they will not:
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or for any

(a) OccupY the
unrelated to the ¢ rail gervices 1rocad
er the Railroad

or encumbd
y this

moxrtgage: pledge
r assign i

nsent of

(b) Assign:
nereof © ts obligations unde
the auchorityi
w CO exist upor

ritten €O
4 or knowingly allo
for the

xcept a8
al or rele

premises or any part t
jchout che prio¥ w

Agreement w
e create

torage (e
he d1sPOS
ators shall
officers:

() permit co b
necessary

the Railroad premises any use or S
he serv;ces), or ©
and Oper

s directors,

ase of
indemnify

cerials. F fo} 4 private,
vne author TV ; all of it
15(1) - operat

cemply wizh al> aocl:cabie
regulac;c"s oer-a_n-:g co &% wat2< no.se &nc wast
poL-uTIC ox relat:ng -c the gocrace: :ranspor:, Aispcsé- oY reliease o3
zazardovs Mazer=3is: anc gna-- ~ear th€ expense of any ané all pcllu:;cn
..rges °F eqd;pmen: whoch are requrrec Guring che
governmen:al

cerm i =n.s Rgreemsn: .ndexy @FP-77
regu az.ons as ¢ vesu-= cs Cpe:a:::'s grov;s:on ol raxl fre-ght
gexices OperatSTs sha-- 2x2rC1Se gue care s :neir ase anc cpera:;o:
ci e Ra:lroad prem=Ses .aglucint zakin€ ;recaat:ons acairnst
reesonanly ioresaeac_e aczs °F om>ss=ons or the releas® as 3azarydous
vMaz2ri&-S inTo ne envLICTEEeT

n-oczate cT ~onCuct rai- passenger serv:=C® cver ~he

vaLr of zhe AuchcI Y =

-1 zzel CCSSEﬂ:,

(e)

ne>ther the Operat®

conconue or enteX ego:;a:;o.

ang_g;ngr railrogd, phat PRV eRe ] specr-=> Y 1 railroads, whion P
. -me AuthoTlTY affects che incerestS o the

,ve access of the shippers wizh -

zhe compe<>+“-=
o Class 1 rail gervices:
che carrying

the reasonab

Author=tY: ;nclud:ng:

the consti:uent count=es of the Au:hority 4 (==}
¢ the Railroad

enance o=

che proper maint premisesi or (ixi)
Lo preserve rail service in

of the Aut

out hority's sraced missior
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Central Pennsylvania and to further economic development through the
retention, improvement and expansion of the infrastructure.

™ (£) Enter into a contract or agreement with an Affiliate
of the Operators having a value in excess of $5,000, except upon the
Authority’s prior written consent, which consent will not be withheld if .

the transaction is determined by the Authority to be commercially

reasonable.

(g} Except upon the Authority’s prior written consent,
enter into negotiations or agreements with any third parties for the
lease or acqguisition of rail lines located within the counties
comprising the membership of the SEDA-Council of Governments or whach

directly connect with the Railrocad Premises, it being the parties’

1)

0

pLIon $9 acguire any such lines.
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Section 17.

Pennsylvania munzcaipal authericy, andé a boéy corperate and politic. Eachk ol

gl =P

ths Operaters i3 a private corperaticn, an independent contractor, and nceng of

LIILce IC Va.llat¥ such wriitenl &approva.

. xpress understanding that the Author:ty shall have the first right and

-2aST guarterly t¢ review and ciscuss revenues, C2sSts, operations,
service. Operators skhal: inform the Authcrity anc

afZfzaczed shippers of any majcr act:idon ¢r a2vent related to the Railroad

d-

Premz.ses that may affect rarl frewght service itz those shippers as soon as

peratsrs know such action or event. The Authority will :rniorm Operators of

O

¢ zhe ra:l £reight sexvice.

2]
[

any problems or concerns relate

17

. Section 18. Annual Reporting.




(a) Annual Report: The Operators shall prepare an annual
report including, at a minimum, 1) the number of revenue producing
carloads, 2) the number of reportable accidents as defined by FRA and
their location, 3) reportable derailments as defined by FRA and their
location, 4) Financial statements audited by an accounting firm
acceptable to the Authority, 5) construction and maintenance expenses,
6) FRA and/or Authority inspection reports with corrective action taken
or planned, and 7) a report of other occurrences having a significant
impact on the condition of the Railroad Premises or the rail traffic
handled thereon. An annual report shall cover the Operator's fiscal
years or parts of £fiscal years from the date of execution of thas
agreement to 1ts teymination. Annual reports shall be submittec tc the

Auvthor:ty within three (3) months after the close of each sucn fiscal

Lupen ccmpletion by Cperators’ acccuntant,

pPre_iminarv Peport snall

reccris ¢I cthe Operatcrs tha:t
ccsts related z¢ tae annual reper:t. kil such recgrds shall be vept Icor a
period zf Zour {4) wvears afzer the :ssuance of the related annual

Premrs2s and the ecquizment used thereon by the authorized

Aucherizy upon reascnable notice.

Section 19. Performance Audit. 1@ AuthorI:Tv mayv at 1its expense, Zrom time :cc

time, conduct & perZormance aucit oI marketing,

funct-ons cf the Operators.

.

other oki:igats:ions an

Section 20. Rents from Non-Operating Properties. The Authcrity is soiely

responsible for entering into, extending, or terminating all aon-operating

leases, l:icenses, and easements on all Authority property, including the
Railroad Premises. The Authority shall receive any and all rents arising from

any leases, private crossings, licenses and occupations or renewals thereof

18
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on any portion of the Railroad Premises, including, but not limited to, rents,
license fees, crossing fees, easements, and other revenues paid by any party
occupying a portion of the Railroad Premises with poles and wire, and rentals
and fees for signboards, platform locations, driveways, storage facilities,
side tracks, pipe lines, water rights, fiber optics, lana rents, building
rents and water tank rents, among other things. The Authority shall collect
such amounts as they become due. The Authority shall determine the propertaies
classified as ‘*Non-Operating Properties,'’'' except that any such designation
with Operatcrs’ ability to fulfill its obligations under

shall not interfere

th:s Agreement. It 1s expressly agreed that the Authority shall have the

o withdraw such portions of the Railrocad Premises from the

[

unilateral right

provzsions of this Operating Agreement as it reasonably determines are not
required o enable Operators to fulfill therr common carrier cbligations anc

tc provide Ra:l Freight Services to customers under this Agreement.

Section 21. Public Crossings. During the term of this Agreement cr any renewa.

Operatcrs snall assume ané shall ndemniiy the Authority Ior and

all publ:ic crossings by puki:ic

o a.l ozl-gaticons with respect 0 &all

liz.es, wncluding such cbllgations as prese 3

mignwals, onridces, Or utILLiTi

Sectron 22. Condemnation of Railroad Premasas. II tThe Authcriiy’'s ownersnip
inTeresTt 1 tne Ra-lroad Premises, oy anv portion thereci, are condemned or

zaken by any competent author:-zy Zcr public use, the award
damages result:ing therefrom, or any amount paid 1n settlement therecI, shall
be paid tc and reta:ned by the Authcr:ty, except as hereinaiter prov:ded 4

interest w2 the Railrcad Premises cr anyv DeEriion
cherecs are condemned or taken by any competen: author:ity Zor pubklic u
award cr pavment of damage resuliing or any amount paid in settlement therec:

shall be paid to and retained by the Operators. If the entire Railroad

Premises are so taken or such substantial part therecf as shall materially

impair or interfere wxth Operators’ proper use and enjoyment thereof, this

Agreement shall automatically terminate as of the date of the taking. If only

19



such portion of the Railroad Premises is taken as shall not materially impair

~ or interfere with the Operator's proper use and enjoymenf thereof, this

)
’ Agreement shall continue in full force and 22fect, and all proceeds of the

condemnation award or payment to either party shall first be used as may be
required for the restoration of the Railroad Premises in such a manner as will

enable the continuing operation thereof for rail freight services hereunder.

Section 23. Breach
{a) Any cne or more of the following events shall constitute an.event

cf default (an "Event of Default"):

tc pay any Operating Fees %0 the

(i) Operators’ failure Day
. Author:=cy hereunder with:n I:fteen (l5) days ¢ cthe date due an¢ pavakl
nersunder;
{12} Operatcrs' failure to observe ané pericrm any ¢ the
Zerms, 2cvernants, coadizions, limitaiion Cr commitments under tnls

£ thurty (30) cdavs Icliowinc

wrlTisen nictice thersci |

t1:i  Any ¢f cne Cperators small Zile & vclunmtary petiiisoh
1% Zansrupicy or shall oe adjudiczted & bansrupt Sr Ilnsclwenl, or snall
file anyv peciiiscn or answer seeking any recrFaniIailon, arrailgemen:cs,
compesition, read-ustment, liguidation, disscluticn or similar rel:iel
under the gresenz or anyv future {ecderal banKruptly ¢r insclvensy sItatule
cr lLaw ‘gollactivelv nn this Artacle "insclvency laws'"), Oor shall ssel,
ccnsent ¢ Sr acguiescs .n the appciniment oI any bankrupicy cor
insclvency truscee, rece:ver or liguidatsr of any such Operatcrs coxr 2=
all or any substantial part of their properties;

(zv; The commencemen: oI any actcion, Case cr proceeding
{"proceediac") aga:nst anv of the Operatcrs seeking (i) any
reorganlizatlon, arrangement, compcsitiorn, readjustment, liguidatiom,
d:rssolution or sim:lar relief under any =nsolvency laws, or iii) the

ez

appointment, without the consent or acguiescence c¢I such Operacor,

any trustee, receiver or l-quidator :f Operatcr cxr of all or

substanzially all ¢f 1its properties, and the procesedings shall continue

un-dismissed for a period of sixty (60) days;

' gsament I Operatiiag Fses.




(v) Operators shall discontinue
portion of the Railroad Premises without the

consent;
(vi) If a federal_or state tax
the Operators affecting the Railrocad Premis
within sixty (60) days after its filang;
(vii) 1If a final judgment for t
excess of $25,000 shall be rendered against

such judgment shall remain undischarged for

service or vacate any

Authority’s prior written

Lien is filed against any of

es and remains undischarged

he payment of money in
any of the Operators and

a period of sixty (60) days

during which execution shall not be effectively stayed;

(viit)

occur wirthout the Authority’s prior wriiten

{b) Nocw:ych

1s curakle, Lt

comm

grcvided in Section Z3{k;, 0 adédiiisn IS L1ts gtn
évarlable a:t law or eguity, the Autherily shai. o

the Aautherity

terminai.on,

reclacement operatcer to provide such service. In

cperator must be subs:dizeé by the Authority,

COperator for cthe subsicdy amount and the

[¢]
r
(4]
0

Authority in a timely manner for & period n

date cf such termination. However, in the event

for such purpose, and in the event the

Authority by reason of such breach, or otherwise

A Change in Conr <: of any of the Operators shall

consent

stand-ng the provis:cns of Secticn 23(a),if any default other

{ancé no Event cf Defaul:z

than a default in payment
2.1 cdeemed to have occurred) i1f Operatcrs, after receiving written notice from
tne Autacricy demanding cure of sucn defaull: (i) excher cure the delault wathin
tnirTy I3C) davs, or (2} 1f the cure reguires more Than thircy (30! days,
immediately Lnitiate tc cure tne defaul: and thereafter continue and complete
ancé necessary steps suificient ¢ produce csm_lzance as soon as

i1%s an Even:t ¢ De

&ve the .mmec.ale rignt upon
i the avent of

an
-

the event such replaceme

v, the Authoraity will k:11 the

shall remit pavment to the

exceec one (1) vear

no operator can be engaged

Rallroad Premises are abandoned by the

termanated by legal action,

the Operator shall cooperate fully with the Authority in secttling any and all

claims sought by any party as a result.



Notice provided for herein shall be sufficient if sent

Section 24. Notice.
by certified mail postage prepaid, or commercial overnight delivery service

requiring execution of a receipt indicating delivery, as follows:

To the Authority:
SEDA-COG JOINT RAIL AUTHORITY

201 Furnace Road
Lewisbhurg, PA. 17837

To Operators:
North Shore Railroad Company
356 Priestley Avenue
Northumberland, PA 17857

from time to time designate to

or tc such other address as either party mav,

It 1s expressiy agreed that notice to any of the

the other :n writing.
Operators provided to the above addressed shall constitute notice to all

Operators

Regulatory Jurisdiction

{a} This Acy

Section 25.
ea2ment s subject te the orders, rules

of appropr:raze regulatory author:ties, including the STE

lvania Publ:c Ut:il:icty Commission., having

(0]

and regulat:on
and the Pennsy jurisdiccaion over
Operators and the Author:zy

(k) In the

evenr tat either partv determines zhat

T 1S necessary acdministrative or judic:ial

proceaeding or to take a pesi:ion beiore any governmental body wkich may

aZfect the interests cf freight services provided

the other or the rail,
hereunder, each party shall provide the other party reasonable advance

tc dc sc ané the nature of the

parties shall use their best efforts to communicate

notice of 1its intent interest or position

1t will assert. The
and coordinate their participaticn and/or positions.

Access to Records.
Operator agrees to maintain sufficient records and

Section 26.

(a}

reports to permit the Authority to fully verify statements of traffic,
The

revenue, and expenditures furnished to the Authority by Operator.



Authority shall maintain the information contained in such records and
reports in confidence to the extent possible under applicable law.

(b) The Authority shall have full access to these records
and reports during normal business hours and the right to make copies at
the Operators’ office upon 48 hours written notice, duly given to

Operator.

Section 27. Force Majeure. None of the parties hereto shall be held

responsible or liable, either directly or iandirectly, or be deemed in default

or breach of this Agreement for any loss, damage, injury, delay, failure or
inability to meet all or ary portion of its commitments hereunder caused by or

ar:sing from any cause which is unavcidab.- ¢r beyond its reasonable control,

e Yaea fm
iCtT,

zncluding without laimitaticn, war, hestil:iiles, invasion, lasurrection,

>

es the crder ci anv competent civil or mil:-zary gcvernmernt,
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axglesion, fire, szrikes, lockcuts, AAR service orders, actions cf cther

her adverse weather ccnaditions, washouts, wrecks or derailments tihat cannc:t

zf a similar cr dézssimilar naztuve which whclly cr par:t:allv pravent :tne
rz.25 or erther ¢f them from carrvinc cu:t the terms of thiis Agreementz,
mas2ure TromgIiliy gLvVes T6 the sther Party wrliliten notice that the disakling
sifect I such fcrce majeure szall be eliminacted as soon as and T s
arzy snall have the right tc determine and

settle any strike, lockou:t and _abor diszute in which that Pariy may be

inveclved 1n 1ts sole discretica. Ir the ¢ -»iit that one Party's periormance :s
uspended an whele or in pax:z by fgrce majeure, the other Party's okligat:on

a
tc perform hereunder shall be suspeanded or commensurately reduced {or the

uration of the force majeure and for such adcditional reasonable period as may

Q.

be required because of the ex:stence ¢ the force majeure. In the event that

one par:cy's performance hereunder .5 suspended by force majeure and cannot be
resumed within a reasonable per:od of time, either party shall have the raght
to seek STB authorization to abandon and/or seek a discontinuance of service

with respect to that portion of the Rail Premises adversely affected by the

N
LI
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force majeur condition and upon receipt of such authorization to terminate

this Agreement with respect thereto.

Section 28. Labor Conditions. If during the term of this Agreement or

subsequent renewal therecf, any labor protictive conditions should be imposed

as a result of an STB order or pursuant to the Railway Labor Act, Operator

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

protective conditions.

Section 29. Arbitration. Any claim or controversy arising under the

provisions of this Agreement, or an asserted breach thereof, which cannot be

resolveé by the parties, shall be settled by arbitration in Lewisburg,

Pennsvlvarza, -n accordance with the Commerc:al Arbitraticn Rules of the
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The arditration

} e

American ARrbizrat:on Assoclation.
the arbitrator(s) shall be f:nal and

The decision ©
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et

counsel. The compensaticn CSSTS O the

cive damages oOr ¢
arbicrateors shall have the

STE for an acdvisory opizion.

Section 30. Successors and Assigns This Agreement shall inure =

benefic of and sha.l be zinding upor the parties heretc anc thelr respective

successors and assigns. Eowever, this provision shall not be cons:irued tc
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(4]

ornfer on Operatcrs any right or a
Agreement withou: the Authoritiv's 15 expressly agreed chat

the Authcrityv shall have the right :tc assagr its interest in th:s Agreement to

a lending institution Sor purposes oI financial security.

Section 31. Entire Agreement. This Agreement, together with the Agreements

contains the entire understanding of the parties with

described in Section 8,
respect to its subject matter. It is expii3ssly understood that the within

Agreement shall supersede and replace the existing Operating Agreements
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between the Authority and the Operators, which shall each terminate effective
midnight, December 31, 2006. No oral statement or prior written matter shall
have any force or effect. The parties hereby acknowledge that they are not
relying on any representations or agreements other than those contained in
this Agreement and the Agreements described in Section 8. This Agreement
shall not be modified except by a written instrument subscribed by both

parties hereto.

Section 32. Severability. If any term, covenant, condition or provision {cr
part thereof) of this Agreement or the application thereof to any person cr
c:rcumstances shall, at any time or tc any extent, be invalid or

unenZcrceable, the remainder of this Agreement cr the application of such term

sy provision {(cr remainder thereof) Zo persuns Or cirrcumstances other taan
zhcse as =¢ which -t 1s helé invaiid cr unenicrceadble, shall no:t be affected
tnereby, and each tsrm, ccvenant, ccaditicn and provision of this Agreement

shall be val:d ancé be enfcrced to the fullest extent permxtted by law.

Section 33. Nondiscrimination. The Operazcr snall comply with the

ncndéiscriminaticn c_ause attached heretc ané Laccrperated hers:in as Exhibit D

Section 34. Applicable Law. Th:s Agreement shall be consctrued Lo accordance
xzzh zZns laws zf ths CZommcnwealth ci Pemnsvivan:ia

IK WITNESS WHIREOTF, cne part:ies nersis have caused tihis Operating
Lgreement T 2e zxecuted oy thamselves cor Ty therr respective duly authorozes

OPERATORS :

LYCOMING VALLEY RAILROAD COMPANY

29702V

By:77\u¢4a=¢n442621%2i7
Zsaup -7r;¢&cus.
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Exhibit A —~ Railroad Premises

The Railroad Premises shall include all of the property of every kind and description, real, personal, and
mixed, including the right-of-way, roadbed, track, track materials, poles, wire lines, signals, and other
facilities, buildings, and appurtances for the following lines, except as otherwise defined or provided for
in the Operating Agreement. These Premises are more fully described in certain deeds from the

Consolidated Rail Corporation to the Authority.

Nitanv & Bald Eagle Railroad
Nittany Main Line from M.P. 1.0W to M.P 54.3 (Lock Haven to Tyrone)

Gray Yard adjacent to M.P. 222.2 - M.P. 223.2 (Norfolk Southern Pittsburgh line M.P. numbers)
Lock Haven Yard adjacent to M.P. 194.3 - M.P. 195.1 (Norfolk Southern Buffalo line M.P. numbers)
Pleasant Gap Industrial Track from M.P. 0.0 to M.P. 3.0

Bellefonte Branch from M.P. 30.8 to M.P. 42.5 (Milesburg to Lemont)

Bellefonte Sunnyside Yard M.P 32.4 1o M.P. 533.1

~Shop™ Track from M.P. 0.0 to M.P. 1.0

All operating remnants of the Mill Hall Industnal Track {M&BE main line M.P. 51.9)

North Shore Railroad

North Shore Railroad from M.P 213 45 1o M.P 176.97
Berwick Yard M.P. 178.7

Shamokin Vallev Railroad

Shamokin Valley Main from VL.P 0.0 o M.P 232
Carbon Run Branch from M.P 0.0to M.P | 3
SAIC Industnal Park Track from M P 0.0to M.P 10

Lvcoming Vallev Railroad

Lyvcoming Secondary from M.P 199.8 1o M.P 181 i
Newberry Yard M.P 181.1t0 M.P 1794

Avis branch from M.P 179 410 1o M.P 166.00 at Avis
All operaung remnants of the Williamsport Industnal Track
Antlers Running Track M.P 179 410 M.P 1787

Juniata Vallev Railroad

Lewistown Yard M.P. 0.2

Maitiand Industrial Track from M.P.0.0toMP. 7.4
Burnham Branch from M.P. 0.0 to M.P 4.0
MCIDC track



Exhibit B - SEDA-COG JOINT RAIL AUTHORITY Track Maintenance and Safety Standards

)

CFR Title 49: Transportation, PART 213—Modified TRACK SAFETY STANDARDS

The following subparts have been extracted from the U.S Department of Transportation’s Code of
Federal Regulations Title 49: Track Safety Standards - Pai 213 and have been modified to provide
enhanced track standards to be utilized by the Operator/s for the Railroad Premises owned by the SEDA-
COG Joint Rail Authority (JRA). Applicable Subparts that have been modified from the FRA Track
Safety Standards for the Authority include the following Subparts: B-Roadbed, C-Track Geometry, D-
Track Structure, and E-Track Appliances and Track Related Devices. An additional subpart, JRA
Maintenance of Way General Requirements, has been added to include general items pertaining to the
Operators’ responsibilities to the Authority under the Agreement regarding reporting and Operators’

response 1o identified defects.

Applicable Subparts have been identified with the prefix lettering JRA to distinguish the Subpart from the
FRA Track Safety Standards. FRA Subparts not listed or modified have not been incorporated into this
document for the sake of breviry. All other FRA Track Saferv Standard Subparts. any other Federal.
State. or local regulatory requirements and AREMA track standards shall apply to the Railroad Premises
and shall be followed by the Operators in the maintenance thereof.

FRA Section Contents Modified for the SEDA-COG Joint Rail Authonty

Subpart A—JRA Maintenance of Wav General Requirements

§ JRA 201 Reporung.

§ JRA 202 Annual MW Plan
§ JRA 205 Resoonse to Idenuried Defects

Subpart B—Roadbed

3} i) Jp—
o

rainage.
‘egetation.

<

Subpart C—Track Geometrv

§JRA2 Scope.

g
i)
I
.,
-
K
.2

13.51
§ JRA 213.53 Gagee.
§ JRA 213.55 Alinement.
§ JRA 213.37 Curves:; elevation and speed [imitations.
§ JRA 213.59 Elevation of curved track: runoff.

§ JRA 213.65 Track surface.

Subpart D—Track Structure

§ JRA 213.101 Scope.
§ JRA 213.103 Ballast; general.
§ JRA 213.109 Crossties.

[38)

l 3 JRA 200 Qperator's Responsibilites.
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§ JRA 213.110 Gage restraint measurement Systems.

§ JRA 213.113 Defective rails.

§ JRA 213.115 Rail end mismatch.

§ JRA 213.119 Continuous welded rail (CWR); general.
§ JRA 213.121 Raijl joints. '

§ JRA 213.122 Torch cut rail.

§JRA 213.133 Tie plates.

§ JRA 213.127 Rail fastening svstems.

§ JRA 213.135 Turnouts and track crossings generallv.

§ JRA 213.135 Switches.
§ JRA 213.137 Frogs.

§JRA 215.139 Spring rail frogs.
§JRA 213.141 Self-cuarded froes.

$ JRA 213.143 Frog guard rails and guard faces: gage.

Subpart E—Track Appliances and Track-Related Devices

$JRA 213.201 Scove.
$ JRA 215 203 Derails.

(V3 )



Subpart A—JRA Maintenance of Way General Requiremeants
Subpart B—Roadbed

§ JRA 21331 Scope.

This subpart prescribes minimum requirements for roadbed and areas immediately adjacent to roadbed
within the Railroad Premises.

§ JRA 21333 Drainage.

Each drainage or other water carrving facility under or immediately adjacent to the roadbed shall be
maintained and kept free of obstruction to accommodate expected water flow for the area concerned.

Special attention shall be given to maintaining drainage flow away from the track structure at turnouts and
grade crossings.

§ JRA 213.37 Vegetation.

Vegetation on railroad properts which 1s on or immeduately adjacent to roadbed shall be controlled so that
it does not—

ia) Become a fire hazard 1o track-carrving structures.
(b) Obstruct visibihity of railroad signs and signals:
{1} Along the right-of-way. and
(2) At highway-rail crossings.
tc) Interfere with railroad employees performmg' normal trackside duties.
(d» Prevent proper functioning of signal and communication lines. or

(e) Prevent raiiroad emplovees from visually inspecting moving equipment from their normal duty
stanons

Subpart C—Track Geometry

§ JRA 213.51 Scope.

This subpart prescribes requirements for the gage. alinement, and surface of wack, and the elevation of
outer rails and speed limitations for curved track.



§ JRA 213.53 Gage.

3 (a) Gage is measured between the heads of the rails at right-angles to the rails in a plane five-eighths of an
- inch below the top of the rail head.

(b) Gage shall be within the limits prescribed in the following table—

Class of mack | The gage must be at least- | But not more than-
Excepted track | NA 410"
Class | track 48" 4’ 10"

4’8 4’ %"

4' 9%7! §

Class 2 and 3 track
Class 4 and 5 rack |48

§ JRA 213.55 Alinement.

Alinement may not deviate from uniformity more than the amount prescribed in the following table:

' Tangent track Curved track

The deviation of the mid- ' The deviauon of the
froma 3l foot : mid-ordinate froma 62 °

Class of track " The devianion of the mid-

- offset from a 62 foot hne' i ordinate
chord™ mas not be more | foot chord™ mayv not be

' © may not be more than - .

{inches) than - {inches) more than — {inches) '
. NA 3
NAY a2

A

Class i track
Class 2 mack
s Class 3 track
Class 4 track
Class 5 track

lll‘nl
vl A
H ! !/‘

t‘—:—-l)b:

~
&

The ends of the line shall be at points on :he gage sige of :he hin2 rul five-eighths of an inch beiow the top of :ne ralhead
Sitner -au may oe used as the ine rail. however. (e same raii snall oe used for the full fength of that tangeana segment or track

*The =nds ol the cnord shall be a1 points on the gage side of 102 outer raii. five-erghths of an inca below the top of ine railneac

"\, A- Not Apphicaple.

§ JRA 213.57 Curves: elevation and speed limitations.
nay not be more than 6 inches on track Classes

(YY)

{a) The maximum crossievel on the outside rail of a curve
| and 2: and 6 inches on Classes 3 through 5 Except as provided in §213.63. the outside rail of a curve

may not be lower than the inside rail.



(b)X(1) The maximum allowable operating speed for each curve is determined by the following
formula—

Vg = ’ii
000070

Where—

Vmx = Maximum allowable operating speed (miles per hour).

E, = Actual elevation of the outside rail (inches). *

! Actual elevation for each 155 foot track segment in the body of the curve is determined by
averaging the elevation for 10 points through the segment at 15.5 foot spacing. If the curve length
is less than 133 feet. average the points through the full length of the body of the curve.

D = Degree of curvature (degrees). -

- Degree of curvature is determined by averaging the degree of curvarure over the same track

segment as the elevation.

(2) Table | of Appendix A is a table of maximum allowable operating speed computed n
accordance with this formula tor various efevations and degrees of curvature

maximum operating speed for each curve may be determined by the following formula—

jF-T+4

. £
o= {_™a

2w AT 00070
Where—

Vmax = Maximum allowable operating speed (miles per hour).
E, = Actual elevanon of the outside rail (inches). '

D = Degree of curvarure (degrees) °

(2) Table 2 of Appendix A 1s a table of maximum allowable operating speed computed in
accordance with this formula for various elevations and degrees of curvature.

§ JRA 213.59 Elevation of curved trncl;; runoff.

(a) If a curve is elevated, the full elevation shall be provided throughout the curve, unless physical
conditions do not permit. If elevation runoff occurs in a curve, the actual minimum elevation shall be used

in computing the maximum allowable operating speed for that curve under §213.57(b).

l )
. {c) 1) For rolling stock meeting the requirements specified in paragraph (d) of this section. the



|
l .
B
|
I
|
|
|
|
|
I
I
|
|
|
|
|
|
'

(b) Elevation runoff shall be at a uniform rate, within the limits of track surface deviation prescribed in
§213.63, and it shall extend at least the full length of the spirals. If physical conditions do not permit a
spiral long enough to accommodate the minimum length of runoff, part of the runoff may be on tangent

rack.

§ JRA 213.63 Track surface.

The Operators shall maintain the surface of its track within the limits prescribed in the following table:

Class of track

! Track surface l 2 3 4 5
: (inches) | (inches) (inches) (inches) (inches)

| The runoff in any 31 feet of rail at the
' end of a raise may not be more 1% 1 !

w)
s
I
~

The deviauon from umform profileon | ; ,
either rail at the mid-ordinate of a 62-foot -
chord may not be more 23

The deviauon from zero crossievel at any
potnt on tangent or reverse crosslevel
2levation on curves may not be more

an

1.2
1

The durference 1n crosslevel berween am
two points iess than 62 fest apart may not . .
oe more than* : i D

*Where determined by engineering ;
decision prior to the promulgation of this '
rule. due to phyvsical resmictions on spiral

length and operating practices and - 15, I I
experience. the variation in crossieveion ~

spirais per 5! feet may not be more
than. .

-~ o=

"Except as lirmited bs § 213 57ta). where the

zlevation at any pont in a curve equals or exceeds 6§ inches. the difference in
crosslevel within 62 feet between that point and a point with greater elevation.may not be more than 111.2* inches.

Sre lew

*However. to contro{ harmanics on Class 2 through 5 jointed track wsil. s:sggered joints. the crosslevel differences shall not
exce=d 1" 178\ mches i all of six consecutive pairs of joints. as createu vy 7 low joints Track with joints staggered less than 10

feet shall not be considered as having staggered joints Jomts within the 7 low joints outside of the regular joint spacing shall not

be considered as joints for purpases of this footnote. )



Subpart D—Track Structure

§ JRA 213.101 Scope.

This subpart prescribes minimum requirements for ballast, crossties, track assembly fittings, and the
physical conditions of rails.

§ JRA 213.103 Ballast; general.
Unless it is otherwise structurally supported. all track shall be supported by material which will —
(a) Transmit and distribute the load of the track and railroad rolling equipment to the subgrade;

(b) Restramn the track laterally. longitudinally. and vertically under dynamic loads imposed by railroad
rolling equipment and thermal stress exerted by the rails:

(<) Provide adequate drainage for the track: and
(d) Maintain proper track crossievel. surface. and alinement.
§ JRA 213.109-A Crossties.
1a) Crossues shall be mage of a material to which rail can be securely fastened.
(b Each 39 foot segment of track shall have—
(1Y A sufficient number ot‘cross:;es which 1n combination provide effective support that w til—
(1) Hold gagelmthm the [imits ;;rescribe fin §213.35¢b)
(1) Maintain surface within the himus prescribed in §213.65. and
(ii1y Maintain alinement within the limits prescribed in §213.55.

(21 The minimum number and tvpe of crossties specified in paragraphs (c) and (d) of this section
effecuvely distributed to support the entire segment: and

(3) At least one crosstie of the tvpe specified in paragraphs (c) and (d) of this section that is
located at a joint location as specified in paragraph (f) of this section.

{c) Each 39 foot segment of: Class 1 rack shall have seven crossties; Classes 2 and 3 track shall have
eleven crossties: and Classes 4 and 5 track shall have 14 crossties, which are not:

(1) Broken or split through;

(2) Split or otherwise impaired to the extent the crossties will allow the ballast to work through,
or will not hold spikes or rail fasteners in place;

"Ez_J
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(3) So deteriorated that the tie plate or base of rail can move laterally more than 1/2 inch relative
to the crossties; or

(4) Cut by the tie plate through more than 10 percent of a ties' thickness.

(d) Each 39 foot segment of track shall have the minimum number and type of crossties as indicated in
the following table: '

Class of track Tangent track and curves less Turnouts and curved track :

than or equal to 2 degrees over 2 degrees {

| Class 1 track 7 8 i

t Class 2 track 11 13 '

' Class 3 track 11 13 ;
" Class 4 and 5 track 14 15

rey Crossties counted to satisfy the requirements set forth in the table in paragraph (d) of this section shall

not be—

(1) Broken or split through:

(2) Split or otherwise impaired to the extent the crossties will allow the ballast 10 work through.
or will not hold spikes or rail fasteners in place:

131 So detenorated thart the tie plate or base of rail can move lateraily ! 2 inch relauve to the
crossties: or

41 Cut by the tie plate through more than 10 percent of a crossue’s thicknéss

1) Class 1 and Class 2 track shall have one crosstie whose centerline 1s within 24 inches of each raii joint
location. and Classes 3 through 3 track shall have one crosstie whose centeriine 1s within 18 inches of
each rail joint location or. two crossties whose centeriines are within 24 inches either side of each rail
joint location The relative position of these nes is described n the following diagrams:

Classes T ound 2

C H
\ C 0 O 0O}
|- It

b .’4"—>l'(- 24 —:—l
43"

Each rail joint in Classes 1 and 2 track shall be supported by ar least one crosstie spectfied in paragraphs
fc) and (d) of this section whose centerline is within 48&inch; shown above.

1




Classes 3 through 5

I - {

Y OO0 OO0 Y\

| 11 ]
413&]—(13"-)
e 35 "D

Each rail joint m Classes 3 through 5 track shall be supported by either at least one crosstie specified in
paragraphs (c) and (d) of this section whose centerline 1s within 36&inch; shown above, or:

' A1 {
\ OO0 OO \
i |

L TT
t— :4"->-|-<- 34"-)1
35" -

Two crossties, one on each side of the rail joint. whose centerlines are within 24&inch. of the rail jont
location shown above.

Curves greater than 2 degrees on Classes 2 through 5 track shall have the high side joints supported b
effective ties on each side of the rail joint

1u) For track constructed without cressues. such as slab track. trach connected directly to bridge structural
components. and track over servicing pits. the trach siructure shall meet the requirements of paragraphs

(b i ¥1). {1i). and (i1i) of this section.
§ JRA 213.109-B Switch Timber.

§ JRA 213.113 Defective rails.

12) When the Operators learn. through inspection or otherwise. that a rail in that track contains any of the
aefects histed in the following table. a person designated under §2135.7 shall determine whether or not the
track may continue in use. [f he determines that the track may continue in use. operation over the

defective rail is not permitted until—

(1) The rail is replaced: or

(2) The remedial action prescribed in the table is initiated.

10
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Notes A. Assign person designated under §213.7 to visually supervise each operaton over defecuve rail.

A2l. Assign person designated under §213.7 to make visual inspection. After a visual inspection.
that person may authorize operation 10 continue without continuous visual supervision at a
maximum of 10 m.p.h. for up to 24 hours prior to another such visual inspection or replacement

or repair of the rail.

B. Limit operating speed over defective rail to that as authorized by a person designated under
§213.7(a), who has at Jeast one year of supervisory experience in railroad track maintenance. The

1



operating speed cannot be over 30 m.p.h. or the maximum allowable speed under §213.9 for the
™ class of track concerned, whichever is lower.
o
C. Apply joint bars bolted only through the outermost holes to defect within 20 days after it is
determined to continue the track in use. In the case of Classes 3 through 5 track, limit operating
speed over defective rail to 30 m.p.h. until joint bars are applied; thereafter, limit speed to 50
m.p.h. or the maximum allowable speed under §2!2.9 for the class of track concemed, whichever
is lower. When a search for internal rail defects 1s conducted under §213.237, and defects are
discovered in Classes 3 through 5 which require remedial action C, the operating speed shall be
limited to 50 m.p.h., or the maximum allowable speed under §213.9 for the class of track
concerned, whichever is lower, for a period not to exceed 4 days. If the defective rail has not been
removed from the wrack or a permanent repair made within 4 days of the discovery, limit
operating speed over the defective rail to 30 m.p.h. until joint bars are applied; thereafter, limit
speed t0 50 m.p.h. or the maximum allowable speed under §213.9 for the class of track

concemned. whichever is lower.

"i
l D. Apply joint bars bolted only through the outermost holes to defect within 10 davs after it is
determined to continue the track in use. In the case of Classes 3 through 5 wrack, limit operating
. speed over the defective rail to 30 m.p.h. or less as authorized by a person designated under
§213 7(a). who has at least one vear of supervisory experience in railroad rack maintenance. until
Joint bars are applied: thereafter. limut speed to 30 m.p.h. or the maximum allowable speed under
' $213.9 for the class of track concerned. whichever 1s lower '

E. Apply joint bars 1o defect and bolt n accordance with §213 121(d) and (e).
F Inspect rail 90 days after it is determined to continue the track in use.

G. Inspect rail 30 day s after it 1s determined to coztpue the track in use.

]

/
H. Limit operating speed over defective rail to 30 m.p.h. or the maximum allowable speed under
§213.9 for the class of rack concerned. whichever 1s lower

I. Limit operating speed over defective rail to 50 m.p.h. or the maximum allowable speed under
§2135 9 for the class of track concerned. whichever is lower,

{b) As used in this section—

(1) Transverse fissure means a progressive crosswise fracture starting from a crystalline center or
nucleus inside the head from which it spreads outward as a smooth. bright. or dark. round or oval
surface substantiallv at a right angie to the length of the rail. The distinguishing features of a
transverse fissure from other tvpes of fractures or defects are the crystalline center or nucleus and
the nearly smooth surface of the development which surrounds it.

(2) Compound fissure means a progressive fracture originating in a horizontal split head which

turns up or down in the head of the rail as a smooth, bright, or dark surface progressing until

substantially at a right angle to the length of the rail. Compound fissures require examination of
| both faces of the fracture to locate the horizontal split head from which they originate.

(3) Horizontal split head means a horizontal progressive defect originating inside of the rail head.
usually one-quarter inch or more below the running surface and progressing horizontally in all

12



directions, and generally accompanied by a flat spot on the running surface. The defect appears as
a crack lengthwise of the rail when it reaches the side of the rail head.

(4) Vertical split head means a vertical split through or near the middle of the head, and extending
into or through it. A crack or rust streak may show under the head close to the web or pieces may

be split off the side of the head.

(5) Split web means a lengthwise crack along the side of the web and extending into or through it.

(6) Piped rail means a vertical split in a rail. usually in the web, due to failure of the shrinkage
cavity in the ingot to unite in rolling.

(7) Broken base means any break in the base of the rail.

(8) Detat! fracture means a progressive fracrure originating at or near the surface of the rail head.
These fractures should not be confused with transverse fissures. compound fissures. or other
defects which have internal ongins. Detail fractures may arise from shelly spots. head checks. or

flaking.

(9) Engine burn fracture means a progressive fracture originating in spots where driving wheals
have slipped on top of the rail head. In developing downward they frequently resemble the
compound or even transverse fissures with which they should not be confused or classified.

(101 Ordinar break means a parual or complete break tn which there 1s no sign of a fissure. and
in which none of the other defects described in this paragraph (b) are found.

(11) Damaged rail means ans rail broken or mjured by wrecks. broken. flat. or unbalanced
wheels. siipping. or similar causes

(12} Flattened rail means a short length of rail. not at a joint. which has flattened out across the
width of the rail head to a depth of 3-8 inch or more below the rest of the rail. Flarntened rail
occurrences have no repetitive regularity and thus do not include corrugations. and have no
apparent localized cause such as a weld or engine burn. Their individual length is relatively short.

as compared to a condition such as head flow on the low raii of curves.

(13) Bolt hole crack means a crack across the web. originating from a bolt hole. and progressing
on a path either inclined upward toward the rail head or inclined downward toward the base.

Fully developed bolt hole cracks may continue horizontally along the head/web or base/web fillet.
or they may progress into and through the head w1 hase to separate a piece of the rail end from the
rail. Multipie cracks occurnng in one rail end are considered to be a single defect. However, bolt
hole cracks occurring in adjacent rail ends within the same joint must be reported as separate

defects.

(14) Defective weld means a field or plant weld containing any discontinuities or pockets,
exceeding 5 percent of the rail head area individually or 10 percent in the aggregate, oriented in
or near the transverse plane, due to incompiete penetration of the weld metal bétween the rail
ends, lack of fusion between weld and rail end metal, entrainment of slag or sand, under-bead or
other shrinkage cracking, or fatigue cracking. Weld defects may originate in the rail head, web, or
base, and in some cases, cracks may progress from the defect into either or both adjoining rail

ends.



(15) Head and web separation means a progressive fracture, longitudinally separating the head

from the web of the rail at the head fillet area.

§ JRA 213.115 Rail end mismatch.

Any mismatch of rails at joints may not be more than the
following -
Class of track On the tread of the rail <ugs | On the gage side of the rail ends

(inches) (inches)

Class | track | Y Y

Class 2 track | Ya 3/16

Class 3 track | 3/16 3/16

 Class4 and 5 track | 1/8 | 1/8

§ JRA 213.119 Continuous welded rail (CWR); general.

Each Operator with track constructed of CWR shall have 1n effect and comply with written procedures
which address the installation. adjustment. maintenance. and inspection of CWR. and a training program
for the application of those procedures. which shall be submitted to the Federal Railroad Administration.

FRA reviews each plan for compliance with the following—

ta) Procedures for the installation and adjustment of CWR which include—

(1) Designation of a desired rail installation temperature range for the geographic area in which

the CWR 1s {ocated. and

(2) De-stressine procedures;methods which address proper attainment of the desired rail
gp I

installation temperature range when adjusung CWR

tb1 Rail anchoring or fastening requirements that w1l provide sufficient restraint to hmut longiudinal rail

and crosstie movement to the extent practical. and specifically addressing CWR ratl anchoring or
fastening parterns on bridges. bridge approaches. and at other locations where possible longitudinal rail

and crosstie movement associated with normally expected train-induced forces. is restricted

(c) Procedures which specifically address maintaining a desired rail installation temperature range wnen
curing CWR including rail repairs. in-track welding. and 1n conjunction with adjustments made in the
area of tight track. a track buckle. or a pull-apart. Rail repair practices shall take into consideration

existing rail temperature so that—

(1) When rail 1s removed. the length installed shall be determined by taking into consideration the
existing rail temperature and the desired rail installation temperature range; and

(2) Under no circumstances should rail be added when the rail temperature is below that

designated by paragraph (a)(1) of this section, without provisions for later adjustment.

(8) Procedures which address the monitoring of CWR in curved track for inward shifts of alinement

toward the center of the curve as a result of disturbed track.

(e) Procedures which control train speed on CWR track when—

14



(1) Maintenance work, track rehabilitation, track construction, or any other event occurs which
disturbs the roadbed or ballast section and reduces the lateral or longitudinal resistance of the

track; and
(2) In formulating the procedures under this paragraph (), the track owner shall—

(i) Determine the speed required. and the duration and subsequent removal of any speed

restriction based on the restoration of the ballast, along with sufficient ballast re-
consolidation to stabilize the track to a level that can accommodate expected train-
induced forces. Ballast re-consolidation can be achieved through either the passage of

train tonnage or mechanical stabilization procedures. or both: and

(i) Take into consideration the type of crossties used.

(f) Procedures which prescribe when physical track inspections are to be performed to detect buckling
prone conditions in CWR track. At a minimum. these procedures shall address inspecting track to

idenufh—
(1) Locations where tight or kinky rail conditiors utc likely to occur:

(2) Locanons where track work of the nature described in paragraph (e 1) of this section have

recentfy been performed: and

31 1n formulating the procedures under this paragraph (). the track owner shall—

(1) Specify the uming of the inspection. and

(11) Specifyv the appropriate remedial actions to be taken when buckling prone conditions
are found.
12) The Operators shall have in effect a comprehensive training program for the application of these

writen CWR procedures. with provisions for periodic re-training. for those individuals designated under
§215 7 of this part as qualified to supervise the mstallanon. adjustment. and maintenance of CWR track

and to perform inspections of CWR mrack.

(h) The Operators shall prescribe record keeping requirements necessary to provide an adequate history of
track constructed with CWR. At a minimum. these records must include:

(1) Rail temperature. location. and date of CWR installations. This record shall be retained for at

least one vear: and

(2) A record of anv CWR installation or maintenance work that does not conform with the written
procedures. Such record shall include the location of the rail and be maintained until the CWR is

brought into conformance with such procedures.

(1) As used in this section—
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(1) Adjusting/de-stressing means the procedure by which a rail's temperature is re-adjusted to the
desired value. It typically consists of cutting the rail and removing rail anchoring devices, which
provides for the necessary expansion and contraction, and then re-assembling the track.

(2) Buckling incident means the formation of a lateral mis-alinement sufficient in magnitude to
constitute a deviation from the Class | requirements specified in §213.55 of this part. These
normally occur when rail temperatures are relatively high and are caused by high longitudinal
compressive forces.

(3) Continuous welded rail (CWR) means rail tha: has been welded together into lengths
exceeding 400 feer.

(4) Desired rail installation temperature range means the rail temperature range, within a specific
geographical area. at which forces in CWR should not cause a buckling incident in extreme heat.
or a pull-apart during extreme cold weather.

(3) Disturbed track means the disturbance of the roadbed or ballast section. as a result of track
maintenance or any other event. which reduces the lateral or longitudinal resistance of the track.

or both

(6) Mechanical stabilizarion means a tvpe of procedure used to restore track resistance 1o
disturbed track following certain maintenance operations. This procedure may incorporate
dynamuc track stabilizers or ballast consolidators. which are units of work equipment that are
used as a substitute for the stabthization action provided by the passage of tonnage trains.

(7) Raul anchors means those devices which are attached to the raif and bear aganst the side of
the crosstie to control longitudinai rail movement. Cenain types of rail fasteners also act as raii
anchors and control longitudinal rail mevement by exerting a downward clamping force on the
upper surface of the rail base.

(8) Raul temperature means the temperature of the rail. measured with a rail thermometer

(9 Tight/kinky rail means CWR which exhibits minute alinement irregularities which indicate
thar the rail 1s in a considerable amount of compression.

(10) Train-induced forces means the vertical. longitudinal. and lateral dynamic forces which are
generated during train movement and which can contribute to the buckling potential.

(11) Track lateral resistance means the resistance provided to the rail/crosstie structure against
lateral displacement.

(12) Track longuudinal resistance means the resistance provided by the rail anchors/rail fasieners
and the ballast section to the rail/crosstie structure against longitudinal displacement.

§ JRA 213.121 Rail joints.

(a) Each rail joint. insulated joint, and compromise joint shall be of a structurally sound design and
dimensions for the rail on which it is applied.
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(b) If a joint bar on Classes 3 through 5 track is cracked, broken, or because of wear allows excessive
vertical movement of either rail when all boits are tight, it shall be replaced.

(¢) If a joint bar is cracked or broken between the middle two bolt holes it shall be replaced.

(d) In the case of conventional jointed track, each rail shall be boited with at [east two bolts at each joint
in Classes 2 through 5 track, and with at least one bolt in Class | track.

(e) In the case of continuous welded rail track. each rail shall be bolted with at least two bolts at each
joint.

(f) Each joint bar shall be held in position bg;' track bolts tightened to allow the joint bar to firmlyv support
the aburting rail ends and to allow longitudinal movement of the rail in the joint to accommodate
expansion and contraction due to temperature variations. When no-slip, joint-to-rail contact exists by

design. the requirements of this paragraph do not apply Those locations. when over 400 feet in length.
are considered to be continuous welded rail track and shall meer all the requirements for continuous

welded rail track prescnibed in this part.

tg) No rai] shall have a bolt hole which s torch cut or bumed in Classes 2 through 5 track.

th) No joint bar shall be reconfigured by torch cutting in Classes 3 through 3 track.

§ JRA 213.122 Torch cut rail.

12) Except as a temporary repair in emergench siuations. no rail having a torch cut end shall be used in
Classes 5 through 2 trach When a rail end 1s torch cut 1n emergency situatons. train speed over that rail
end shall not exceed the maximum allowable ror Class 2 track. For exisung torch cut rail ends in Classes

3 through 3 trach the following shall apply—

(1) Within one vear of July 1. 2007. all torch cut rail ends in Class I track shall be removed:
(2) Within two vears of July 1. 2007, all torch cut rail ends in Class 4 track shall be removed. and

(3) Within one vear of July [. 2007, all torch cut rail ends 1n Class 3 track over which regularfy
scheduled passenger trains operate. shall be inventoried by the track owner.

(b) Following the expiration of the ume limits specified in paragraphs (a) 1). (2). and (3) of this section.
any torch cut rail end not removed from Classes 4 and 3 track. shall be removed within 30 days of
discovery. Train speed over that rail end shall not exceed the maximunr allowable for Class 2 track unul

removed.

§ JRA 213.123 Tie plates. -

(a) In Classes 2 through 3 track where timber crossties are in use there shall be tie plates under the

running rails on all ties.

(b) In Classes 3 through 5 track no metal object which causes a concentrated load by solely supporting a
rail shall be allowed between the base of the rail and the bearing surface of the tie plate.

17
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§ JRA 213.127 Rail fastening systems.

Track shall be fastened by a system of components which effectively maintains gage within the limits
prescribed in §213.53(b). Each component of each such system shall be evaluated to determine whether
gage is effectively being maintained. '

§ JRA 213.133 Turnouts and track crossings generally.

(a) In turnouts and track crossings. the fastenings shall be intact and maintained so as to keep the
components securely in place. Also. each switch. frog, and guard rail shall be kept free of obstructions
that may interfere with the passage of wheels.

(b) Classes 3 through 5 track shall be equipped with rail anchoring through and on each side of track
crossings and turnouts. to restrain rail movement affecting the position of switch points and frogs. (c)
Each flangeway at turnouts and track crossings shall be at jeast 1 1/2 inches wide.

(d) Turnouts shall be level laterally and properly anchored.

§ JRA 213.135 Switches.

tar Switch pornts shall match flush to the stock rails with full bearing on all plates. Stock rail or swiich
point (lip) overflow shall be ground periodically to maintain flush closure of the switch pomnt  Each stock
rall must be securely seated in switch plates. but care shall be used to avoid canting the stock rail by
overughtening the rail braces.

tby All plates shall he flat on all switch timber with braces drawn tight and secure without displacing the
“seating” of the stock rail.

(b1 Each switch point shall fit its stock rail properls. with the switch stand in either of 1ts closed positions
to allow wheels to pass the switch point. Lateral and verucal movement of a stock rail in the switch piates
or of a switch plate on a e shall not adversely affect the . of the switch point to the stock rail Broken or
cracked switch point rails will be subject to the requirements of §213.1135. except that where remedial
actions C. D. or E require the use of joint bars. and joint bars cannot be placed due to the physical
configuration of the switch. remedial action B will govern. taking into account any added safety provided
by the presence of reinforcing bars on the switch ponts.

(¢c) Each switch shall be maintained so that the outer edge of the wheel tread cannot contact the gage side
of the stock rail.

(d) The heel of each switch rail shall be secure with a2 complete set of all heel block bolts secured and the
bolts in each heel shall be kept tight.

(e) Each switch stand and connecting rod shall be securely fastened and operable without excessive lost
motion.

(f) Each throw lever shall be maintained so that it cannot be operated with the lock or keeper in place.

Keepers shall be tightly secured to the headblock timber so there is no more than 1/8—inch movement in
the keepers when the throw lever is manipulated.
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(g) Each switch position indicator shall be clearly visible at all times.

)

(h) Unusually chipped or worn switch points shall be repaired or replaced. Metal flow shall be removed to
insure proper closure. Switch points that are worn in excess of six inches back and 5/8” below the
running surface of the stock rail shall be replaced if located on Main Line track. Welding switch points at
the point of switch to the head separation shall not be permitted on Main Line Track. Switch points may
be welded at the points to the head separation by a qualified track welder on Branch Lines, Industrial
Tracks, and in Yards. Rail-end battered switch heels may be welded by a qualified track welder on all
track.
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(i) Immediate protection and prompt corrective action shall be taken if a switch point is found to stand
open more than 3/16 - inch or if a switch point is found to have an unprotected flat vertical surface of
5/16-inch or more in width at a depth of 5/8-inch below the running surface of the stock rail.

(j) Tongue & Plain Mate switches. which by design exceed Class | and excepted track maximum gage
himuts. are permitted in Class 1 and excepted track

tk) All fastenings shall be properly torqued and secured.
§ JRA 213.137 Frogs.

1a) The flangeway depth measured from a plane across the whesl-bearing area of a frog on Class | track
shall not be less than | 3'8 inches. or less than | 1 2 inches on Classes = through $ track

(b) If a frog pornt :s chipped. broken. or worn more than five-eighths inch down and 6 inches back.
operating speed over the frog shall not be more than 10 m.p.h.

(c) [f the tread poruion of a frog casting 1s worn down more than three-eighths inch below the oniginal
contour. operating speed over that frog shall not be more than 10 m.p.h.

td) Where trogs are designed as fiange-bearing. flangeway depth may be less than that shown for Class i
1f operated at Class | speeds.

§ JRA 213.139 Spring rail frogs.

(a) The outer edge of a whee! tread shall not contact the gage side of a spring wing rail.

(b) The toe of each wing rail shall be solidly tamped and fully and tughtly bolted.

(c) Each frog with a bolt hole defect or head-web separation shall be replaced.

(d) Each spring shall have compression sufficient to hold rhe wing rail against the point rail.

(e) The clearance between the holddown housing and the horn shall not be more than one-fourth of an
inch.
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§ JRA 213.141 Self-guarded frogs.
(a) The raised guard on a self-guarded frog shall not be worn more than three-eighths of an inch.

(b) If repairs are made to a self-guarded frog without removing it from service, the guarding face shall be
restored before rebuilding the point.

§ JRA 213.143 Frog guard rails and guard faces; gage.

The guard check and guard face gages in frogs shall be within the limits prescribed in the following
table—

Guard check gage | Guard face gage
. The distance between the gage | The distance between guard
. line of a frog to the guard line' of | lines' measured across the track
Class of track . its guard rail or guarding face. ' at right angles to the gage line".
: measured across the track at rght : may not be more than -

| :
+ angles to the gage hine". may not

! be less than -
Class | rack <A G 473 1/87
Class 2 track 47 6L 475 1/87
Class 3 and 4 rtrack 476358 4" 5187
Class ? track 47 64" 33"

A hine arong that siae ot tne STangeway whicn 1s nedrer to the cznter of the (rack anc at tne same zlevanon as the gage nnc

-3 iine 5 8 incn pelow tne op of the center line of the heaa of the unming ra. or sorresponaing iocation of the trsac J0r10n of

g rack siructure
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Exhibit C - Operating Fees

On the fifteenth (15th) day of each month following the execution of this Agreement, Operator shall pay
to the Authority the following:

(a) Gross Freight Revenues : For the period beginning January 1, 2007, until June 30, 2007, an
amount equal to five (5%) percent of the gross freight revenues received by Operator during the previous
calendar month. For the period beginning July 1, 2007 and continuing through the remainder of the term
of the Operating Agreement. an amount equal to ten (10%) percent of the gross freight revenue received
by Operator during the previous calendar month. “Gross Freight Revenues” shall include all freight
revenue settlements with the Class 1 carriers. and local freight charges. Excluded from this definition are
Operators’ revenues received for demurrage. car reparrs. car hire. car usage and car cleaning and repair or
maintenance of track off of the Railroad Premises

{b) Car Storage Twenn tive (23%) percent of the car storage rentals received by Operator
during the preceding calendar month.

1¢) LVRR Scale. The Authoriny has installed a scale in the Newberry Yard. Williamsport.
Pennsylvamia. The Authority and the Operator agree that such scale will be made available for use by
customers of the Operator in weighing such inbound and;or outbound materials as required by such
customers. provided that the Operator shall pay to the Authonny $5.00 per each carload weighed on the
said scale. Operator shall be soiely responsible for the maintenance and repair of the said scale during the
term of the Operating Agreement and will be hable. defend and indemnify the Authority for any damages.
harm. or injury to the scale caused by the negligence of the Operator. its agents. or emplovees Operator
shall have the right to charge 1ts customers such amounts as 1t determines for use of such scale

(d) NBER Main Trackage Rights: The Authonty zrid Operator have executed a certain agreement
with Norfolk Southern (referred to herein as the “Trackage Rights Agreement”) providing for the grant of
trackage rights to Norfolk Southern on portions of both the Nittany and Bald Eagle and Lycoming Valley

Railroads (the “Subject Trackage™) in consideration of the payment to Operator of compensation (referred
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10 as “Current Charges”) as set forth in Sections 4 and 5 of said Trackage Rights Agreement. The parties

agree that Operator shall be entitled to receive all compensation payable by Norfolk Southern pursuant to

said Agreement; provided, however, that in addition to the Operating Fees to be paid to the Authority

pursuant to Exhibit C of this Agreement, Operator agrees t0 pay to the Authority fifteen (15%) percent of

all such compensation received by it from Norfolk Southern under the terms of the said Trackage Rights

Agreement.



' Exhibit D - Anti-Discrimination Clause
' During the term of the Operating Agreement, the Operators, pursuant to Presidential Executive Order No.
11246, agree as follows:

a. In the hiring of any employees for the manufacture of supplies, performance of work, or any other
activity required under the Agreement or any subcontract, the Operator, subcontractor, or any
person acting on behalf of the Operator or subcontractor shall not by reason of gender, race,
creed. or color discriminate against any citizen of this Commonwealth who is qualified and
available to perform the work to which the employment relates.

b. Neither the Operator nor any subcontractor nor any person on their behalf shall in any manner
discriminate against or intimidate any employee involved in the manufacture of supplies, the
performance of work, or any other activity required under the Agreement on actount of gender.
race, creed, or color.

c. The Operator and any subcontractors shall establish and maintain a written sexual harassment
policy and shall inform their emplovees of the policy The policy must contain a notice that
sexual harassment will not be tolerated. and emplovees who practice 1t will be disciplined.

d. The Operator shall not discriminate by reason of gender. race. creed. or color against any
subcontractor or supplier who is qualified to perform the work to which the Agreement relates

e. The Operator and each subcontractor shall furni-.: a1 necessary employment documents and
records to and permit access to 1ts books. records. and accounts by the Authonty for the purpose
of investigation to ascertain compliance with the provisions of this Anti-Discrimination Clause

f. The Operator shall include the provisions of this Anu-Discnimination Clause in every subcontract
so that such provisions will be binding upon each subcontractor.

The Authoriy may cancel or terminate the Agreement. and all money due or to become due from

l the Authority under the Agreement may be forfeited upon a final determination by an

(!:

administrauve agency or court of the operator's noncompliance with the terms and conditions of
this Anu-Discrimination Clause
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Recent News
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Regional Rail System is Recognized
for Business Development

For the second year in a row, Central Pennsylvania's system of short line
railroads has received three awards from Norfolk Southern (NS), the major
Class I railroad that serves much of the eastern United States. Awards were
distributed at NS’s recent short line conference in Roanoke, VA. NS connects
with over 250 short lines including the five in Central Pennsylvania, all of which
are owned by the SEDA-COG Joint Rail Authority (JRA):

- Juniata Valley Railroad

- Lycoming Valley Raifroad

- Nittany & Bald Eagle Railroad
- North Shore Railroad

- Shamokin Valley Railroad

North Shore Railroad Systems, the private firm which operates the JRA’s lines,
received Norfolk Southern’s Platinum Award for exceeding its carload goals for
2007. Last year, all the short lines that are connected with NS committed to -
adding at least 250 additional carloads. The JRA’s five lines actually exceeded

l its goal by over a thousand.

Lycoming Valley Railroad (LVRR) received a NS business development award
for a new liquid propane terminal, owned by UGI Energy Services, at the
Newberry rail yard in Williamsport. The project grew out of discussions
between UGI and Todd Hunter, LVRR’s Marketing Director. Propane is shipped
to the site via LVRR and offloaded into a bank of three 90,000 gallon horizontal
storage tanks.

A business development award was also presented to the Nittany & Bald Eagle
(NBER) for routing assistance it provided to NS. NS lacked a contiguous north-
south route for shipments of sand. NBER provided the necessary link between
Tyrone and Lock Haven.

No other short line operator received as many awards as North Shore Railroad

Systems. Last year, North Shore and the JRA received NS’s General Managers
Award plus awards for Marketing Initiative and Industrial Development.

Exhibit C
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SEDA-COG Joint Rail Anthority
Short Line Tax Credit Policy
November 14, 2007

Over the past two years, the SEDA-COG Joint Rail Authority (JRA) has discussed the Federal Short
Line Tax Ceedit in regular session and informally. This tax credit was passed to foster short line
track improvements nationally and increase railroads’ investments in track rehabilitation. In 2006,
staff recognized 2 need to have an agreement in place to ensure any use of the tx credit would be for
the JRA’s lines. Below is a recommended policy relative to this issue:

® Short line tax credit benefits go to the betrerment of JRA knes.

°  The JRA must be fully informed relative to the operator’s proposed use, allocation, ot sale of
tax credits applicable to the JRA lines.

®  The JRA must be provided detads of the tax credit application as pact of any sale of the
operator’s companies or assets.

¢ Use of the tax credit must be agreed to jointdy between the JRA and uperator.

Discussion of cxisting, or future, tax credits shall be part of the qu.:m:rlv meetings speafied

in the opcradng agreement between the JRA and operator.

Background Information-excerpts from the minutes of the SEDA-COG Joint Rail Authority:
November 9, 200

Mzr. Robey distributed the traffic data and finandials for the five (5) Authoricy radroads. He also
discussed the rack maintenance federal tax credit. The allowed amount couid be §675,000 -
$700,000 a vear over the next three (3) years for the five (5) Authority railroads. The problem s that
the railroads do not generate enough tax to use this credit. However, the tax credit can be passed on
to vendors and contractors who provide track maintenance related services, but the process of how
to do this 1s not yet defined. Mr. Robey 1s 2lso trying to determine 1f these tax credits can be passed
on to the Authonty n place of the local match for projects. The rax credits can be carned forward
for the next 20 years.

Masch 8 2006
F Trac intepance Ta edit

Mr. Jim Bowers, CPA discussed this tax credit and responded ro questons from board and staff.

Mr. Rubey made a proposal to the Board: for the next two (2) years the Authority should ask
vendors and contractoss to provide bids using tax credits and take advantage of whatever amount of
the tax credit that we can, and the rest would go to the operator. Mr. Walls asked sf Mr. Robey
would then use this benefit for further maintenance. Mr. Robey responded he would like the benefit
of the rest that the Authority cannort use. Mr. Fernsler suggested letting the operator take all the
credits and then give 20% back to the Authority after three (3) years. Artomey O’Brien countered
that we do not know if the operator can take all the credits. Mr. Robey added that the Authoaty may
be able to generate additional credits he cannot. The Board waats to ensure that the tax ceedits are
actually used for track mantenance and upgrades.

Mr. Stover srared thar there should be an agreement showing that the intent of the tax credir ts for
aack rosintenance upgrades. If the operator sells his company, the credits should stay with the

company. If the Authority would change operators, the credits would need to be pro-rated.

Mr. Rumberger nuled that the tx credit issue will be handled by the Operadng Agreement
ommittee, with Mr. Jones, Mr. Bowess, and Artorney O’Bien a5 advisors to the Comumtree.

Exhibit D
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. Subj: 45G Tax Credit
Date: 1/4/2008 2:08:56 PM Eastem Standard Time
From: mwilson@atlanticbbn,net
To: SSHurviz@mqgblaw.com
CC: rdrobey@ptd.net, wilsonesq1@aol.com

teve:
.have checked with Dick Robey and it appears that the parties are not inclined to disclose their 45G designation agreement to
the Rail Authority which is subject to Sunshine Act requirements, especially prior to IRS review of the transaction. As we
reviously discussed, IRS regs clearly state that an "assignment" of track miles (not the tracks themselves) is only a designation
r purposes of making the 45G credit available to eligible rail shippers or suppliers, and does not invoive the transfer of any
interest in the tracks themselves. Dick has advised the Authority that the agreement is limited to a designation of track miles
i:ely for purposes of 45G, thus there is no transfer of any JRA property interest as a result of the transfer of the tax credits.

ile we understand the Board's interest in this transaction, | would point out that the tax credit was enacted by the Congress to

create an incentive for Class Il and Jll railroads to undertake necessary track maintenance expenditures and not defer

aintenance on those lines. As you know, under the JRA Operating Agreement, the operating railroads have agreed to maintain

RA's tracks in accordance with the elevated maintenance standards set forth in the operating contract and are doing so. Thus

e operating railroads have fully met their track maintenance obligations to JRA at levels that aiready exceed rail industry
maintenance standards. As intended by Congress, the tax credit has thus enabied the operating railroads to undertake this

nhanced level of track maintenance to the benefit of JRA’s track facilities. Thus, JRA has and will continue to receive the

Il benefit of enhanced track maintenance as a direct result of the 45G tax credit legislation, but there is no statutory or
contractual provision that grants JRA any interest in the proceeds of the transfer tax credits by the operating railroads. '

‘ery truly yours,
ick Wilson
This message may constitute privileged attorney-client communication or attorney work product, and
nauthorized use or disclosure is prohibited. If you are not the intended recipient of this message,
lease advise us by calling collect at (814) 944-5302.

Saturday, January 05, 2008 America Online: Wilsonesql Exhibit E
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RICHARD R. WILSON, P.C.
Attorney at Law
A Professional Corporation Of Counsei to:
- (814) 944-5302 127 Lexington Avenue, Suite 100 Vuono & Gray LLC
888-454-3817 (Toll Free) . Altoona, PA 16601 2310 Grant Building

Pittsburgh, PA 15219
(412)471-1800
(412) 4714477 FAX

(814) 944-6978 FAX
mwilson@atlanticbbn.net — Email

www.mvilsonesg.com - Website

851 Twelfth Sueet
QOakmont. PA 15139

August 21, 2008

Steven Hurvitz, Esq.
811 Umversity Drive
State College, PA 16801-6699

Re:  Section 435G Track Maintenance Agreement

Dear Steve:

The purpose of this letter is to propose a procedure by which you and Keith O’Bnen, Esq.
as attorneys for the SEDA-COG Joint Rail Authority (JRA™), can review the redacted provisions
of a track maintenance agreement executed by North Shore Railroad Company and its affiliated
lines with a shipper/customer in order to utilize the track maintenance tax credit afforded to
Class III commion carrier short lines railroads under IRS Code section 45G. The redacted

matenal will be limited to the identity of the shipper/customer.

The track maintenance agreement contains a confidentiality provision which precludes
any public release, announcement or statement regarding the agreement or the transaction
contemplated thereunder without the prior written consent of the parties to the agreement.
Accordingly, consistent with that provision, North Shore Railroad Company and ts affiliated
lines are willing to make this Agreement available solely to you and Attomey O’Brien, as
counsel for the JRA on a confidential basis so you cza examine the text of the agreement to
render a legal opinion to the JRA as to whether the assignment of railroad track miles for
purposes of claiming the tax credit under IRS Code Section 43G. results in or constitutes a
default or violation of the operator’s obligations under the operating agreement with the JRA.
My clients. of course, believe that this assignment does not constitute a defauit or violation and
they would have to contest any determination to the contrary.

Under these arrangements, we understand that you will not release the track maintenance
agreement to the JRA Board or staff and upon completion of your examunation of the agreement,
you will return all copies of it to North Shore Railroad Company counsel. Furthermore. we
understand that your examination of this agreement will be limited to rendering the above legal
opinion and that your legal opinion will be communicated solely to the JRA board members and
its executive director in executive session. To the extent permitted by applicable law, you will
maintain the contents of the agreement in confidence, and will refuse to provide a copy of the
same to third parties seeking disclosure of the same under the Pennsylvania Right to Know Act.

Exhibit F



Steven Hurvitz, Esq.
August 21, 2008
Page 2

65 P.S. §66.1. In the event you receive a formal request for disclosure under the Right to Know
Act, you will notify us of such request and permit us an opportunity to intervene in any
administrative, judicial or quasi judicial proceedings seeking to require public disclosure of the
agreement. We further understand that unless othenwise required by a court of competent
jurisdiction, your legal opinion will be discussed and considered by the JRA Board and staff in
executive session pursuant to 65 Pa. C.S.A/ §708(1), (4) and/or (5).

Finally, these arrangements pertain only to the confidential treatment to be accorded the
irack mamtenance agreement to facilitate your review of that document on behalf of JRA and
nothing contained herein shall be deemed or construed to constitute any agreement with or
acceptance by north Shore Railroad Company and its affiliated lines of any legal opinion or
conclusions rendered by you to JRA and North Shore Railroad Company and its affiliated lines

expressly reserves all of their legal rights with respect thereto.

If these arrangements are acceptable to you. to Attomey O’Brien and to the JRA, please
have this letter executed by Attomey Q’Brien, yourself and your client and retum it to me in the
enclosed self-addressed, envelope provided for that purpose. I will then forward a copy of the

redacted track agreement to your for your review.

Very truly yours,

RICHARD-R. WILSON o

By s Atnal )it
Richard R. Wilson, Esq. I—
Attorney for North Shore Ratiroad Company

and Affiliated Rail Lines

7

. 1
We the undersigned, hereby acknowledge that the terms in the above latter an%:eptable

and we agree to be bound.

Date

o Ste/en S/ H‘LIFVItZ

Segiangn 3 Zecs T /; A
'f/,./{/’ . /{ oL

-1 Keith O Brien, Esq.
SEDA COG JOINT RAIL AUTHORITY

By:
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Steven Hurvitz, Esq.
August 21, 2008
Page 2

65 P.S. §66.1. In the event you receive a formal request for disclosure under the Right to Know
Act, you will notify us of such request and permit us an opportunity to intervene in any
administrative, judicial or quasi judicial proceedings seeking to require public disclosure of the
agreement. We further understand that unless otherwise required by a court of competent
jurisdiction, your legal opinion will be discussed and considered by the JRA Board and staff in
executive session pursuant to 65 Pa. C.S.A/ §708(1), (4) and/or (5).

Finally, these arrangements pertain only to the confidential treatment to be accorded the
track maintenance agreement to facilitate your review of that document on behalf of JRA and
nothing contained herein shall be deemed or construed to constitute any agreement with or
acceptance by north Shore Railroad Company and its affiliated lines of any legal opinion or
conclusions rendered by you to JRA and North Shore Railroad Company and its affiliated lines

expressly reserves all of their legal rights with respect thereto.

If these arrangements are acceptable to you, to Attomey O’Brien and to the JRA, please
have this letter executed by Attorney O’Brien, yourself and vour client and retumn it to me in the
enclosed self-addressed, envelope provided for that purpose. 1 will then forward a copy of the

redacted track agreement to your for your review.

Very truly yours,

RICHARDR. WILSON
T I

L /'l l’ [ f ./ /’

By: /.t S NA A A
Richard R. Wilson, Esq. -

Atorney for North Shore Railroad Company
and Affiliated Rail Lines

.

We the undersigned, hereby acknowledge that the terms in the above letter are acceptable
and we agree to be bound.

Date: 4/&/’2 2e04
Steven S. Hurvitz

Keith O’Brien, Esq.
SEDA COG JOINT RAIL AUTHORITY

o Sl




RICHARD R. WILSON, P.C.
Attorney at Law
A Professional Corporation ] Of Counsel to:
(814) 944-5302 127 Lexington Avenue, Suite 100 Vuono & Gray LLC
888-454-3817 (Toll Free) Altoona, PA 16601 2310 Grant Building

(814) 944-6978 FAX

rrwilson@atlanticbbn.net — Email
www .rtwilsonesq.com - Website

851 Twelfth Street
QOakmont, PA 15139

Steven Hurvitz, Esq.
811 University Drive
State College, PA 16801-6699

Pittsburgh, PA 15219
(412) 471-1800
(412) 471-4477 FAX

September 17, 2008

Re:  Section 45G Track Maintenance Agreement

Dear Steve:

We are in receipt of the executed letter of understanding dated August 21, 2008 and
accordingly, I am forwarding for your review consistent with the terms of that letter, a redacted
copy of the track maintenance agreement executed by North Shore Railroad Company and its
affiliated lines with a shipper/customer under the provisions of Section 45G of the Internal

Revenue Code.

[f you have any questions in connection with the terms of this agreement, please contact

me.

RRW/bab

Enclosure

xc: North Shore Railroad Company
Keith O’Brien, Esq.

Very truly yours,

RICHARD R. WILSON

Richard R. Wilson, Esq.
Attorney for North Shore Railroad Company

and Affiliated Rail Lines
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RICHARD R. WILSON, P.C.
Attorney at Law

A Professional Corporation Of Counsel to:
(814) 419-8152 518 N. Center Street, Ste. 1 Vuono & Gray LLC
888-454-3817 (Toll Free) Ebensburg, PA 15931 2310 Grant Building
(814)419-8156 FAX Pittsburgh, PA 15219
rwilson@rrwilson.net — Email (412)471-1800
www.rrwilsonesqg.com - Website (412) 4714477 FAX
851 Twelfth Street
Oakmont, PA 15139

July 30, 2009

Steven Hurvitz. Esq.

McQuaide, Blasko, Fleming & Faulkner, Inc.
811 University Drive

State College, PA 16801-6699

Re: Section 453G Track Maintenance Tax Credit - Document Review

Dear Steve:

You recently requested that I contact my client North Shore Railroad Company and
affiliated lines (“Operators™) and determine whether or not they would be willing to release the
2006-2007 Track Maintenance Agreement for review by Attorney Jack Stover on behalf of the
SEDA-COG Joint Rail Authority under the same confidentiality agreement which we used to
make that document available to you and Attomey Keith O’Brien for a similar review last year.
In discussing this matter with my client. he expressed several reservations and concems
regarding this request which | will share with you in order to determine whether or not we can
reach an agreement on satisfactory arrangements for Attomey Stover’s review of the Track
Maintenance Agreement.

As you recall, the confidentiality arrangements negotiated with you and Attorney O’Brien
were intended primarily to protect the commercial confidentiality of that agreement and the sale
of tax credits covered by that agreement while limiting its dissemination to counsel for JRA and
precluding public dissemination under various statutory provisions to which JRA is subject.
Your review of the agreement was limited solely to the question of whether or not the
assignment of track miles for purposes of Section 45G of the Intemnal Revenue Code constituted
as assignment which required JRA approval under the 2006 Operating Agreement and for no
other purpose. Since you and Keith O’Brien represented JRA in connection with the current
operating agreement negotiations, you were both fully knowledgeable concerning the intent of
the parties in connection with the negotiations that resulted in the Operating Agreement.
Furthermore, you were also familiar with the background of those negotiations and the fact that
no provision of the Operating Agreement addressed Section 45G tax credits which were then
pending before Congress. Moreover, under the terms of the Operating Agreement, the JRA is
not an operating common carrier railroad and is not an eligible tax payer for purposes of Section
45G of the Internal Revenue Code. Finally, under Section 45G the “assignment” of track miles

Exhibit G
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Steven Hurvitz, Esq.
July 30, 2009
Page 2

as used in the IRS regulations conveys no interest in railroad property and is used solely for
purposes of calculating the permissible tax credit.

Given these facts and whatever advice you and Keith provided to the Rail Authority in
connection with your review of the Track Maintenance Agreement, my clients are concerned that
the JRA has sought further legal advice in connection with this matter not from an attorney with
a tax or rail background but from a high profile litigator. I recognize that Attorney Stover may
be only the initial point of contact at Buchanan Ingersoll in connection with a review of the
Track Maintenance Agreement by other attorneys within the firm, but I think you will recognize
it is equally possible that the JRA is looking for legal advice that will bolster its assertions
repeatedly expressed in meetings with my clients that a portion of the tax credit proceeds should
be paid to JRA not withstanding its ineligibility to receive tax credit proceeds under the Internal
Revenue Code and the absence of any provision in the Operating Agreement conceming the sale
of track maintenance tax credits.

As you may be aware, our clients have recently initiated an informal dialogue to address
issues of credibility and trust in connection with information provided under the Operating
Agreement by the Operators to JRA. Likewise, in this situation, the Operators have issues of
credibility and trust regarding the intentions of the JRA and do not wish to place themselves in a
position where the JRA might seek to utilize the threat of litigation to exact from the Operators a
portion of past or future tax credit sale proceeds to which JRA is not entitled.

Accordingly, to avoid litigation and as a demonstration of “trust building™ my clients
after giving this matter thoughtful consideration, will agree to release the Track Maintenance
Agreement to Attorney Stover on the following conditions:

l. Attorney Stover’s review of the Track Maintenance Agreement will be subject to
the same terms and conditions as set forth in our confidentiality letter of August 21, 2008;

2. JRA must agree to indemnify, defend and hold harmless the Operators and the
other parties to the Track Maintenance Agreement for any adverse financial consequences or
damages arising from the disclosure and/or review of the Track Maintenance Agreement or from
any adverse action or determination taken by the IRS or other government agency based on,
arising from, or as a result of the review of this agreement by JRA counsel;

3. JRA must waive any claims against the Operators or other parties to the Track
Maintenance Agreement arising from or based on any opnion or advice rendered by JRA
counsel with respect to the Section 45G sale of track maintenance tax credits; and

4. My clients will be provided with a copy of any opinion letters or legal memoranda
from yourself, Attomey O’Brien, Attorney Stover, or members of his firm concemning this
matter.



Steven Hurvitz
July 30, 2009
Page 3

JRA’s agreement to these conditions will assure that everybody’s cards are placed face up on the
table and that we can address the respective positions of the parties in an atmosphere of trust and
cooperation rather than under a cloud of potential litigation.

Once you have had an opportunity to discuss these matters with your client, please let me
know how you wish to proceed.

Very truly yours,

RICHARD R. WILSON, PC

ichard R. Wilson, Esq.
Attorney for North Shore Railroad Company
Nittany & Bald Eagle Railroad Company
Lycoming Valley Railroad Company

Juniata Valley Railroad Company

Shamokin Valley Railroad Company

RRW/bab



MCQUAIDE BLASKO ATTORNEYS ATLAW

811 University Drive, State College, Pennsylvania 16801-6699 (814) 238-4926 FAX (814) 234-5620
Additional offices in Hershey and Hollidaysburg www.mgblaw.com

August 5, 2009

Via First Class Mail

Richard R. Wilson, Esquire
127 Lexington Avenue
Suite 100

Altoona, PA 16601

In Re: Seda-Cog Joint Rail Authority
Section 40(C)(G) Track Maintenance Tax Credit — Document Review

Dear Dick:

I received your letter of July 30, 2009 and have had an opportunity to discuss the same
with my client. While we take issue with your characterization of certain of the facts serving as a
background to the execution of the Operating Agreement, we see no benefit of entering into a
dialog with respect to our client’s differing perspectives.

respect to its rights and obligations under the Operating Agreement. In addition to issues related
to your client’s sale of the Section 45(G) Sale of Track Maintenance Tax Credits, the Authority is
seeking Attorney Stover’s advice with respect to your client’s recent request for a change in
control. Attorney Stover is unable to provide the requested advice until he is afforded the
opportunity to review all relevant documents, including the Track Maintenance Agreement.

A requirement that the Authority waive any claims against the operators or other parties
to the Track Maintenance Agreement as a condition to permitting review of the document is
unacceptable. Furthermore, it is inappropnate tor either party to be expected to provide to the
other copies of confidential legal opinions.

We are requesting that your client reconsider its position and permit Attorney Stover to
review the Track Maintenance Agreement under the same conditions as were imposed by your
letter of August 21, 2008. Absent that approval, Attorney Stover will be providing opinions to
the Authority without knowledge of all the facts. Furthermore, absent Attorney Stover’s review
of the Track Maintenance Agreement, the Authority will not be able to address your client’s
pending request for change in control.

MCQUAIDE, BLASKO, FLEMING & FAULKNER, INC.

State College Office  John W Blasko R Mark Faulkner David M Wewxel Steven S Hurvitiz James M Home Wendell V Counney DarrylR Shmak Mark Righter Damel E Brght

l The Authority has engaged Attomey Stover for the purpose of securing legal advice with

Janme C Gsmonds John A Snyder Aprd C Sumpson Allen P Neely Kath V Olver Kath M Allen Wayne'L Mowery, Jr Chena L. Glenn-Han
Liviua N Oluwole CnstmR Long Anthony A Simon D kJ M Amanda L Seelye Thomas$ Schrack Aaron T. Brooks Philp K Miles, 1
Ashley D Cooper Suzetie V Sims
Hershey Office Grant H Flemmg M A Gallagher Michael 3 Mohr han B Step Enn K Dragann
Holidaysburg Office Thomas M Reese J Bemamin Yeager Sean M Burke Michael P Routch . EXhlbIt H
John G Love (1893-1966) Roy Wilkmson. Jr {1915-1995) Delbert J McQuaide {1936-1997)
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Richard R. Wilson, P.C.
August 5, 2009
Page 2

Please get back to me with your response after you have had an opportunity to more fully
discuss this matter with your client.

Very truly yours,
McQUAIDE BLASKO
7
By: 777 /
Steven S. Hurvitz
SSH:jhb

cc: Jeffrey R. Stover, Director
Jack M. Stover, Esquire

ODMA'PCDOCSDOCSLIB2:298295:3



RICHARD R. WILSON, P.C.
Attorney at Law
A Professional Corporation Of Counsel to:
518 N. Center Street, Ste. 1 Vuono & Gray, LLC

(814) 419-8152 Ebensburg, PA 15931 310 Grant Street

888-454-3817 (Toll Free) . o re
(814) 419-8156 FAX Suite 2310 Grant Building

rwilson@rrwilson.net — Email Pittsburgh, PA 15219
www.rrwilsonesq.com — Website
. (412) 471-1800

851 Twelfth Street (412) 471-4477 FAX

Oakmont, PA 15139
August 17, 2009

Steven S. Hurvitz, Esq. BY E-MAIL (SSHurvitz@mgblaw.com)
McQuaide, Blasko, Fleming & Faulkner, Inc.

811 University Drive

State College, PA 16801-6699

Re: SEDA-COG Joint Rail Authority Section 45(g) Track Maintenance Tax Credit
— Document Review

Dear Steve:

for providing outside counsel access to the proprietary and confidential Track Maintenance Agreement
used by my clients to sell their 2006-2007 Track Maintenance Tax Credits under Section 45(g) of the
Internal Revenue Code. Since our goal is to avoid a dispute with JRA over these issues, I forwarded
your letter to Mr. Robey and he has asked me to consider if there are alternative or less restrictive
arrangements under which we can reach an arrangement with JRA concerning your review of the
Track Maintenance Agreement. I am currently in the process of examining various possibilities,
researching their ramifications and then I will provide Dick with appropriate guidance and
recommendations.

As [ am sure you realize, this is a sensitive matter for my clients and we must be certain that any
action taken in an effort to accommodate JRA’s request does not create potential problems for other
parties with whom my clients have contractual obligations as well.

Accordingly, once [ have had an opportunity to complete my review of these issues and discuss
them with my clients, 1 will be able to provide a further response to your letter of August 5, 2009.

Very truly yours,
RICHARD R.WILSON, P.C.
Richard R. Wilson, Esq.

RRW/klw/72780
cc:  Richard D. Robey

. I am in receipt of your letter of August 5, 2009 concerning the proposals advanced by my clients
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From: Stover, Jeff [mailto:]Stover@seda-cog.org]
ent: Wednesday, September 02, 2009 3:18 PM
02 Richard Robey; Jeff Pontius; Gary Shields
c: Jerry Walls; Fury, George; Aikey, Kay; James A. Spendiff
ubject: Proposed Language for Operating Agreement

ick,

mou had asked for some suggested language that would pertain to the federal short line tax credit and
ould amend the existing Operating Agreement. The following would receive JRA support:

"Section 16. Restrictions. Operators further agree that they will not:

new h) Claim, use, transfer or assign any right or interest in federal,
tate or local tax credits, loans, grants or other incentives available to Operators with respect to
xpenses incurred in the maintenance or improvement of the Railroad
Premuses, including without limitation on tax credits available under
ection 45G of the Internal Revenue Code, except upon the Authonty's
ricr written consent.”

lease let me know your thoughts.

'Sk
eff Stover

Executive Director
tEDA-COG Joint Ral Authonty
201 Furnace Road
Lewisburg, PA 17837
70-524-3491
Em-sza-g 190 (F)
570-847-9503 (M)
~ww sedacograti org

The path of progress takes the form more of a winding mountain trail than o laser” Anon

Exhibit 1
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November 6, 2009

Mr. Jeffery K. Stover
Executive Director

SEDA-CoG Joint Rail Authority
201 Furnace Road

Lewisburg, PA 17837

Dear Jeff:

Please refer to your September 2" e-mail to me regarding
suggested language to amend our Operating Agreement to deal with
Operator tax credit use.

I understand the Rail Authority’s motivation in asking for
this amendment. The Authority has a substantial capital project
program which it is endeavoring to finance. However, I
respectfully suggest that this amendment would be an
inappropriate requlatory intrusion by a municipal authority into
the financial affairs of private railroad corporations. Current
federal legislation provides for tax credits only to private for-
profit railroad corporations.

I understand that other municipal rail line owners are
seeking federal funding from the Obama Administration’s Economic
Stimulus Fund Program rather than by contract amendment with
their operations. This appears to be the path that the Rail
Authority could follow—seeking direct federal infrastructure
funding applicable only to governmental agencies. Since the
world of municipally owned rail lines is much smaller than the
private corporation short line railroad world, a focused federal
funding program for those governmental entities would be a more
appropriate way to address those needs. Moreover, the Obama
Administration has already shown that it is looking favorably on
this type of funding by its recent grants to municipal transit
agencies.

By agreeing to have its Operators assume all track
maintenance responsibility for JRA owned track under enhanced
track maintenance standards contained in Exhibit B of our
Operating Agreement which substantially exceed previously
required FRA track maintenance standards, the JRA already
receives and has received a significant annual financial
investment in its lines from its Operating Railroad Companies.
The increased track maintenance expenditures incurred by the JRA



'Y

Mr. Jeffery K. Stover, November 9, 2009, Page 2

Operating Railroads under the current existing agreement are
rendered affordable by the availability of transferable tax
credits. This is especially true as we have seen our freight
revenue decline in the last eighteen months. If our railroad
companies were not to have full use of their tax credits, it
might become necessary to institute surcharges to our shippers to
Pay for our enhanced track maintenance responsibilities under the
Operating Agreement.

It also appears that the adoption of this contract amendment
would produce future problems for the Rail Authority. Future
potential operators, especially those with the best operating
competencies, will be unreceptive to such a provision in the
Operating Agreement. And if the Rail Authority were to offer
different Operating Agreements to different parties it would
create significant problems of inappropriate discrimination among
its bidders.

So, for the above reasons, I think it is accurate to state
that the Rail Authority has already obtained the benefit of the
six years of tax credits obtained by its Operators because of the
amount our Operating Companies have spent maintaining and
upgrading the Rail Authority Premises. Accordingly, I must
respectfully decline the Rail Authority’s suggested tax credit
amendment to our Operating Agreement.

Very truly yours,

Richard D. Robey
Chairman & CEO



SEDA-COG SEDA-COG JOINT RAIL AUTHORITY MEETING
WEDNESDAY, NOVEMBER 11, 2009
NEWBERRY YARD, WILLIAMSPORT, PA
11:45 P.M.

AUTHORITY MEMBERS PRESENT

John Gummo, Clinton County

RRESER MG Scott Harvey, Lycoming County
SARL FrEMIHET Mike Hawbaker, Centre County
IER, T Bud Henry, Columbia County

Tom Herman, Montour County
Rick Jenkins, Columbia County
Don Kramer, Clinton County
Michael IKKrentzman, Mtfflin County,
RS Dennis Reitz, Northumberland County
Trpe John Showers, Union County

Dennis Shaffer, Uruon County

John Spychalski, Centre County

Jerry Walls, Lycoming County

GUESTS PRESENT

Tom Avery, Ralroad Operating Companies
Al Bubb, NRIIS
Todd Hunter, Railroad Operating Companucs
Mark Murawski, Lycoming County
Russ Nicodemus, Railroad Operaung Companies
Nikki Reedy, Ratlroad Operatung Companies
Dick Robey, Railroad Operating Comparnues
Mimi Robey, Ratlroad Operating Companies
Gary Shields, Railroad Operating Companies

S ‘ Pete Simcox, Railroad Operating Companies
201 FurnaceRd -’ Jcb Stotter, Railroad Operating Companies
Lewisburg- Diana Williams, Railroad Operating Companies
PAI783T
R STAFF PRESENT

(570 5. 24'4‘1.9' Steve Hurviz, Esq., McQuaide Blasko Law Offices
R Kay Aikey

George Fury

Steve Kusheloff

Jetf Stover

ADMINISTRATIVE ITEMS
Call to Ordet

Mr. Walls called the meeung to order at 11:45 p.m.

¢ anor Exhibit J
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Page: 2

Pledge of Allegiance
Mr. Walls led the Pledge of Allegiance.

Mr. Walls stated that Mr. Redin resigned from the SEDA-COG Jownt Rail Authority.

Mr. Jenkins made a motion that the Executive Director prepare appropriate resolution and plaque to
acknowledge Mr. Redin’s service; Mr. Kramer seconded the motion; motion carried.

Mr. Walls wclcomed new buard member, Dr. John Spychalski who was appomted November 10, 2009 by the
Centre County commussioners  Introducton of board members, staft, and guests tollowed.

Mr. Stover stated that Rob Postal will be appotnted November 12, 2009 to represent Miffhin County due to
the vacancy caused by Jim Spendiffs resignation.

Approval of the October 14, 2009, Mcecting Minutes of the SEDA-COG Joint Rail Authority

Mr. Herman made a motion to approve the October 14, 2009 meeting minutes of the SEDA-COG
Joint Rail Authority; Mr. Hency seconded the motion; motion carried.

Treasurer’s Report
Mr. Reitz presented the Treasurer’s Report for the month of October 2009

Mr. Harvey made a motion to approve the Treasurer’s Report foc the month of October 2009;
Mr. Spychalskd seconded the motion; motion carried.

Legal Issucs
Attorney urvitz stated that Attorney Schrack 1s conunuing to work with Mr [-ury on properry issues.

Mr. Walls asked the status of the action to quiet utle in Williamsport. Attorney Hurvitz stated it stands in
limbo; waitug on a proposal from the plamnuff/property owner termmaung the huganon.

Events Calendar/Projects Map/Staff Report
Mr. Stover presented the cvents calendar for November and December. the projects map, and statf report

Mr. Stover reported that with the discharge ot Jeff Pontius trom North Shore Radroad, the Authonty may
want to consider a resolution of contrtbution of Jeff's services to rail service n the region and to the
Authonty.

Mr. Spychalski made a motion to authorize the Executive Director to prepare and develop
appropriate appreciation of resolution to Mr. Pontius; Mr. Henty seconded the motion; motion
carried.
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SEDA-COG Joint Rait Authority
November 11, 2009
Page:3

Mr. Walls asked Mr. Ilunter to update board members on his working with the Williamsport-Lycoming
Industrial Properties Corporation on future rail served industrial parks. Mr. }lunter will share his
presentanon on Marcellus shale business development as 1t affects the rmlroads at the December meeting.

The meetng was recessed at 12:07 p.m. for lunch; the meeting reconvened at 12:45 p.m.

Operator’s Status Report and Business Forecast

Mr. Robey referred to the Operator’s Report included in the packet.

Mr Walls asked Mr. Simcox if the 2009 maintenance of way program nas beer achieved  Mr. Simcox replied
11 1s abour Y5% achieved. Mr. Sumcox reported on the types of improvenenrs that were made for the
“Unstoppable” movic that would represent permanent maintenance of wav unprovements

PROPERTY MANAGEMENT COMMITTEE

Allegheny Power Easement (NBER)

Mr. Furv reported that Allegheny Power 1s secking approval of an overhead ware vecupatuon of the NBER
Man near Port Mandda, All JRA design requirements have been mer for this rounne ntility occupauon. The
anlity 1s prepared to pay the easement cost of 38,593.75.

Mr. Spychalski made a motion to authorize the JRA officers to ¢xecute the Decd of Easement for
this transverse overhead occupation upon receipt of pavment from the ulity; Mr. Hawbaker
seconded the motion; mation carried.

OLD BUSINESS

JRA RFAP (LVRR/NSHR Bridges Project} Change Order

Mr. Fury reviewed the 2009 Rail Freight Assistance Program Budget provided as a handout. Mr. Walls
cxplamed the work on the 2009 Rail Freight Assistance Program has been properly authonized.

Mr Shaffer will work with Mr Stover to ser up a Capital Budget Commuttee nieeting ro further discuss and
resolve the nsue of the PPLL contrbunon beng apphied toward mamienance on the North Shore Railroad.

Mr. Heanan made a motion to approve the JRA match for the 2009 Rail Freighe Assistance Program
projects in the amount of §89,100.00 with a_Joint Rail Authority overmarch of $331.50; Mr. Reitz

seconded the motion; moton carried.

Newberry South Change Orders

Mr. Stover stated there are some change orders which have been approved by Larsan Design Group that
need Board approval. "L'he contract amount was increased by §4,631.50 based nn these changes.
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Mr. Shaffer made a motion to approve the set of change orders for Newberry South in the amount of
$4,631.50; Mr. Kramer seconded the motion; motion carried.

Mr. Stover stated there is a change order in the amount of $9,919.00 which will be borne by Bulkmatic for the
installation of a flow meter, plumbing and electric to the manhole locavons.

Mr. Reitz made a motion to approve the change order for Newberry South in the amount of $9,919.00
to be recovered by Bulkmatic; Mr. Shaffer seconded the motion; motion carried with Mr. Hawbaker
abstaining.

Other

Mr. Walls stated that he will be updaung commuttee assignments in December and asked that of any board
member 1s interested 1n volunteering to serve on the Property Management Commurree, Capital Budget
Commurtee. or Operaung Agreement Commuttee to let him know

Mr. Walls appointed Mr. Henry as chair of the Nommnaung Commuttee and asked the following board
members to serve on the committee: Mr. Showers and Mr. Kramer. The Nomtnaung Commitree will
present a slate of officers at the December 9, 2009 meenng,

Operator’s Change of Control

Mr. Robey stated that the request he made to the Rad Authority was 1o resiructure the seven separate
corporanons by folding them into Susquehanna Union Ratroad, a holding company which has been in
existence for a couple of years.

Mr Walls called for an executive session at 1.27 p.m. 10 discuss the Operator’s Change of Control.
Mr Walls reconvened the regular meeung at 2:45 p.m.

Mer. Walls stared that the purpose of the Exccutive Session was to discuss the Operator’s requested change in
control and matters related to that.

Mr. Krentzman made a motion that the Joint Rail Authority reject the proposed Operator’s Change
of Control; Mr. Hawbaker seconded the motion; motion carricd.

Mr Robey requested 1f it would be possible for the board to give a reason tor the disapproval of the
Opcerator's Change of Control. Mr. Walls replied that the contract does not requare the Authonty to disclose
a reason, butin the interest of going forward and getting this resoh ed, the Operaung Agreement Commuttee
will mect to be definitive as to what will be required of the Operator and then a meeting will be sct up with
the Operator 1 outline what wll be required.

Mr. Robey stated that what he is propostng is not actually a change of control and that there is some question
as to the appropnateness of the clause in the Operating Agreement about necessity of board approval for a
change 1 control.
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Attorney Hurvitz responded that he is of the opinion that it is a change of control as defined under the
agreement. Whether or not it is appropriate is 2 question that it goes along with other provisions in the
agreement that may or may not be appropriate that were agreed upon and it 1s clear in the Agreement that the
Authonty has the right to reject any requested change of control.

Public Forum

No comments from the public.

ADJOURNMENT

Mr Walls adjourned the meeung at 2:55 p.m.

Respectfully submitted,

Tetten 1K Stover, BEaccutive Directror

| hereby ceriay these mmutes were :I]Spl‘n\'cll by the ST -COX, _|.."" Rl _\“,h“”,} Board of IDireciors on
December 9 20y,

Secretary/ Nssistn Seeretary
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RAILROADS

201 FurnaceRd
Lewishurg

570) 5244491

FINANCIAL STATEMENT
November 2009
Baknce - October 2009
Checking/ Investment
Money Market
Cash Receipts - November 2009

Nittany & Bald Eagle Raslroad (engme house rent)
Juniata Valley Ratlrnad {engine house rent)

North Shore Ralroad (operating fees)

Genusmore Trucking {2009 rent)

MiT'ech Services (right-of-way maps)

Nittany Od Company (application fee)

PennDOT (JVRR South Pine St signals)
PeanDOT (Newbenry South Caprral Grane)
Croda (local share)

Bell Lumber & Pole (leasc agreement)

George Andrevkovich (Radd Freight semnar)
Jursey Shore State Bank (Ioan payout for Newberry project - October renbursemeny)
[aterest Checlang

Cash Disbursements - November 2009

Kay Aukey (rravel expensc)

Fzank Dumbrusks (travel cypensce)

Joha Gummo {tmvel expense)

Scort Tarvey (travel expensc)

Cizorge | lenry (1ravel eapense)

Rick Jenhins {tzavel expense)

Lienald Kraner (travel expense)

Aichael Krenczman (travel expense)

\he Redmn (trave! expunse)

[Denny Reiz (travel expense)

Denms Skaffor (travel expense)

jerey Wails (travel expensc)

Buchanan, Ingersoll & Rooncy (legal)

Ly of Willumapor: (Kennedy-King advectising/ engneenng
Daly hem ‘advertiing)

Castern Grade Crossing Sermna (registration rembussement)
Hepeo Construenon (dvewherry South)

I hlus-Carnes Engmeenng {consulung - Newberry South)
Korean War Veterans ot Lycomming County (donation)

fersey Shore Srate Bank {credit card pmt)

Joumal of Commerce (teference matenals)

Larson Design Group (Newberry South)

Lycormung Valiey Railroad (CP River Bndge ravigation Lghts)
McCarthy Rail Insurance Managers (nsuzance)

Nittany Bald Lagle Rasiroad (Walnut St. crossing)

Pegasus Wedding & Pasty Rental (Newberry South dedicauon rentals)
PRI, (former Manne Corps League building)

SEDA-COG iatatf services, prnting, II'G)

Susan Srover (meenngs)

UGI-PNG [PG Enerpy] (former Manne Cozps League bldg
Vauded check (Rad Fresght Scrunar reimb)

J.oan Payment (Jerscy Shore)

Loan Payment (PIB loan - Aug thru Oct)

Loan Payment (M&1)

BALANCE - November 2009
t’heckng/ Invesunent
Money Marker

* Resmbursable Irems

$018,928.55
$142,139.47

$1,050.00
$500.00
$121,374.14
$638.89
$1,000.00
$200.00
$186,950 00
$868,947 03
$26,136.49
$10,357.70
$60.00
$430,296 39
§3,71793

S84 84
$23 23
§54.54
§$31.31
$39 39
$30 81
85252
§75.75
§57.57
$23.74
$1010
$130.29
$1,343 00
$8.700 00
$76 20
$200 L0
8215,092 47
$557 17
S100 00
$336 97
S146 00
$3,13281
$1.821 56
24,642 00
$5,000 GO
$138 72
$1154
S49,804 75
S208 75
$1325
(270.00)
$13,672 34
$h,324 06
$1,651.91

$2,236,149.33
$142,139.47

]

1,061,068.02

$1,651,228 57

$334,007 79

" '52,378,2688 80
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Aliiated wich
SEDA Councl of Govemments

December 8, 2009

Mzt. Dick Robey
North Shore Railroad System

356 Priestley Avenue
Northumberland, PA 17857

Dear Dick, '

On November 11, 2009, the SEDA-COG Joint Rail Authority voted to reject your
request for a change of control as defined in our standing Operating Agreement. The
matter has been referred to the Rail Authority’s Operating Agreement Committee chaired
by Michael Krentzman; he will contact you in the near future.

The board has since been approached by two of your senior managers expressing
concern that the November action demonstrates a lack of confidence in the team of
sharcholders that were standing by to become minority owners in the operating
companies and Rail Scavengers. Attached is 2 copy of a letter to you dated June 24, 2009.
Please review the second paragraph which deals with this situation. As you can see, Jeff
Stover formally let you know that the board had no objections to the senior management
becoming partial owners. Note that hus letter asked you to relay that sentiment to your
team. We can only assume that was not done.

A second important point both you and the prospective sharecholders need to know is the
JRA intends on issuing a Request for Proposals (RFP) approximately 18-24 months prior
to the cutrent operating agreement’s expiration in mud-2017. This group needs to assess
whether their collective ownership equity at the expiration of the current contract will be
a bankable entcrprise to compete effectively for a new agreement. By this letter, I
request that you convey to the appropriate individuals both of these items of
information and that you confirm your follow-up at the December 9, 2009
meeting. The JRA wants to assure the prospective new owners of the operations wall be
successful.

The only item before the board at this moment 1s your proposed change of control
related to Susquehanna Union. Despite recent contact to us from your senior managers
related to 2 subsequent sale to them, the JRA does not have in hand a sales proposal
from you. In the event you pursue approval to sell the companies, I am enclosing a copy
of a comprehensive list of quesuons and required information for the seller and buyer to
provide as a complete package to the JRA. Most of the items on the list were conveyed
to you 1n 2008 by Jim Spendiff. Please respond item by item. Please share this letter and
attachments with the prospective sharcholders. -

Sincerely,

gg ).
Jerry S. Walls
Chairman

cc SEDA-COG Joint Rail Authority Board Members
Gary Shiclds, North Shore Railroad

Enclosures

Exhibit K



SEDA-COG Joint Rail Authority
December 8, 2009

Information that shall be requested by the Authority when asked to consider a
‘Change of Control’ of the contract operator shall include, but is not necessarily
limited to, the following:

1. Evidence of an agreement between buyer and sellex(s)

2. Questions for Seller:

A.

Terms of Sale

Who will buy what, when? What corporate entities (Operating Railroad, Rail
Scavengers, Susquehanna Union Railroad Company, or other entity) are included in
the sale agreement? How will the sale(s) be structured (sale of stock or assets)? When
will sale(s) be executed?

[When will change of control take place?]

What does Susquehanna Union Railroad Company own? Who owns this holding
company?

What third party approvals, (E.G. S'1B, JRA, PUC, bank) are required?

What “Tax Credits* arc carried forward by each JRA railroad, and how will these be
treated in the salc?

Have tax credits been transferred between the comparues, and how was this
accomplished? .

Arc there any other understandings, representations, or agreements between the
buyer and seller(s)

3. Questions for Buyer(s): (A meeting with the buyer(s) will be scheduled)

A. Background experience for conducting rail freight operations and maintenance
Knowledge
[xperience
Financial Information
B. How will purchase be financed? (Sources of buyer financing?)
C. How will purchase be structured? (Will a separate entity be formed for
purchasc?)
D. Corporate and ownership structure after purchase?  (Who will make decisions?)
E. Any changes in management and/or workforce contemplated?
F. Are there any understandings, representations, or agrecements between the buyers

2

that are not included in the purchasc and sale agreement?
Financial projections trending from the most recent three years.

e 3-5-7 year cash flows and pro formas

¢ Balance sheet before and after purchase

* 3 years income statements and balance sheets with account detail and
cost and pricing assumptions.

® Schedule of ownership which clearly defines the bankability of
transaction at conclusion of current operating agreement.

(Will need to see books of company acquiring JRA contract railroads)

(Will need to know interest payments and debt of holding company)



SEDA-COG

PRESERVING
RAIL FREIGHT
SERVICE

scrving the counties of

Centre
Clinton

Columbia

Lycoming
Mifflin

Montour

Northumberland

Union

© SEDA-COGJOINT -
;" RAILAUTHORITY
‘ZOI Furnace Rd
Lewisburg
PA 17837

(570).524-449!
- - fax 5249190

Voo jra@seda-cog.org
i http://jra.seda-cog.arg

Allated vath
SEDA Councd of Goverrments

June 24, 2009

Mr. Richard Robey
356 Priestley Avenue
Northumbetland, PA 17857

Dear Dick:

You are aware that the SEDA-COG Joint Rail Authority has agreed to engage a
special legal counsel relative to the Operating Agreement and tax credit 1ssues. An
attorney in Harrisburg, Mr. Jack Stover (no relation to me) of the firm Buchanan,
Ingersoll and Rooney has been engaged. He may be in contact with you or
Attorney Wilson at some point. His selection will be ratified at the July 8 board
meeting. Since Mr. Stover has just been selected, we are not likely to have any
optnion until mid to late July. Therefore, further consideration of your “change of
control” request will be deferred until the Board receives his opinion.

Aside from your pending request to transfer stock to Susquehanna Union, you may
recall the Board provided guidance and expectations for future operations. You may
want to revisit that information. From talking to some of your senior managers
during other meetings or routine business interactions, it seems that some got the
erroneous impresston the Board did not want them to be part-owners. I know of no
board member that had a philosophical problem with your senior staff having a
partial ownership. Pleasc relay that sentiment to them.

Smcvrcly(’\ -

Lxecuuve Director

JKS/ka

cc: Jeff Pontius, Radroad Opcrating Companies
Gary Shields, Railroad Operaung Companies
SEDA-COG Joint Rail Authority Board Members
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@ NORTH SHORE RAILROAD COMPANY

356 Priestley Avenue, Northumberland, PA 17857
. Phone: (570) 473-7949
December 16, 2009 . Fax: (570) 473-8432

Mr. Jerry Walls, Chairman
SEDA-CoG Joint Rail Authority
201 Furnace Road

Lewisburg, PA 17837

Dear Jerry:

As I promised at last Wednesday’s JRA board meeting, this
is a response to your letter of last Tuesday (December 8).

As I noted at the board meeting, we distributed your letter
to most of our management who will be participating in ownership
of our companies. Several of our management staff said that
last summer they had seen Jeff Stover’s June letter saying that
the JRA board had no problems with management ownership of the
railroad companies but they still felt that the JRA board
expressed no confidence in our management team by their
rejection of my corporate restructuring proposal in two public
meetings which they attended--last January and recently at the
November board meeting. The board’s actions in public meetings
made a much greater negative impression than what was stated in
Jeff’s letter.

Reinforcing our management staff’s impression that the JRA
board is expressing a no confidence vote in them is your
statement, five years in the future that the JRA board intends
to seek Requests for Proposal for the operation of the JRA’s
rail lines. They believe you are indicating that the board has
so little confidence and regard for your present Operator’s
management team that five years hence you intend to seek a new
operator. Also, you imply that ownership purchase terms will be
so onerous that our management will not be able complete its
purchase by the end of the contract term and will have to seek
bank financing which will put them at a disadvantage compared to
other bidders. Does this reflect the perspective of one board
member who told some of our employees that “Robey will suck all
of the cash out of the railroad companies”? Although it is
difficult to predict the financial future of the railroad
companies, my current analysis, using traffic projections based
on the past few years, indicates that our management team will
likely complete their purchase of the railroad companies before
the contract term expires and therefore our management team
should have a financial advantage over the competition.

Exhibit L
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Hopefully, this advantage would be important to the Rail
Authority board.

Regarding your statement that the JRA does not have a sales
proposal in hand, please note that I am currently proposing only
a restructuring of our companies (see my letter to Jim Spendiff
of April 2). I propose to turn over ownership to our management
through a stock buyback process over a period of several years.
The actual change of control will occur sometime in the future
when the stock buyback process is completed. I do not have a
specific change of control date today because the buyback
process will be variable depending on the financial results of
the companies. The JRA board will be able to monitor the buy
back process through stock ownership data as shown in the annual
reports of the operating companies. It is my earnest request
that the JRA board understand that I want to reward our hard
working management by turning over my ownership of the operating
companies to them for a discounted value compared to what an
outside purchaser would pay. This will be accomplished under a
process where the purchase is funded internally by the ongoing
financial success of the operating companies. This is the
reason why you have received letters from our management staff
asking why the board is rejecting our plans.

Please note, also, that many of the questions and data
requested in the letter from Jim Spendiff in 2008 (the third
page of your letter) are not applicable, already known, or
irrelevant to the transfer of ownership process as I have
proposed. There will be no changes in management other than my
and Mrs. Robey’s retirement. Corporate ownership will be
reported each year in our annual reports. There will be no bank
financing. And, you know all of the present management, so why
do you need background data on them?

So, Jerry, please, can we get on with this process of my
retirement and the restructuring of the operating companies? We
have spent a whole year on this topic and we haven’t made much
progress.

I do wish you a Merry Christmas and a Happy New Year and I
look forward to continuing discussion of this toplc with you and
the JRA board in the new year.

Richard D. Robey
Chairman and CEO
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Main ldentity - Backup
‘roin: "Richard Robey” <rdrobey@ptd.net>
To: "Jeff Stover™ <JStover@seda-cog.org>
Cc: "Gary Shields™ <gshields@nshr.com>; "RICHARD WILSON" <rwilson@rrwilson.net>

ent: Tuesday, October 06, 2009 12:53 PM
ttach: JRAChangeControl3-30-09.00C; JRAChangeControi5-7-09.doc
Subject: Change of Control Documents

lJeff:
You asked for my documents governing the change of control to Susquehanna Union Railroad
Company in your email of August 21. Please refer to my letter to JRA Board Member Jim Spendiff of
pril 2 which | have attached, your email of April 8 asking board questions about my proposal in the April
letter, and my email to you of May 8 containing a letter to Mr. Spendiff (which | also attach) with the
answers to the board’s questions in your April 8 email. As you can see, | am proposing only a
estructuring of the operating railroad companies at this time and | have answered the questions that the
oard posed about this restructuring. The restructuring would be accomplished by appropriate corporate
oard resolutions allowing the sale and purchase of the various corporate stock after we receive STB
approval for the transactions. These would be simple transactions since | own and control all of the stock

Involved.

I am at a loss as to what documents you want me to send. Do you want to see the board
resolutions before they are executed?

l Dick

Information from ESET NOD32 Antivirus, version of virus signature database 4484
l20091006)

I’: he message was checked by ESET NOD32 Antivirus.

ttp://www.eset.com

10/06/2009
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April 2, 2009

Mr. James A. Spendiff

Chairman, Operating Agreement Committee
SEDA-CoG Joint Rail Authority

201 Furnace Road

Lewisburg, PA 17837

Dear Jim:

This is a follow up letter to my several email messages to
the Rail Authority on January 7 concerning the proposed change of
control of our various corporations.

After considerable discussion with my legal and financial
counselors, and due to the uncertainties presented by current
economic conditions, I have decided to modify my change of
control proposal as outlined in my January 7 email. I have
decided to defer turning over control of the operating railroad
companies to my management team. Instead I plan to have
Susquehanna Union Railroad Company, a holding company controlled
100% by me, acquire the operating railroad companies in a tax
free exchange of stock. This is technically a change of control,
since Susquehanna Union is a different entity than me personally,
but this change of control is only nominal because as I will
continue to exercise 100% control over the operating companies
through Susquehanna Union Railroad Company.

There will be no change in the management or organizational
structure of the operating railroad companies. And, since there
will be no financial obligations created by this transaction, it
will not affect the operating companies’ ability to fulfill their
obligations under our Operating Agreement. If requested,
Susquehanna Union will become a signatory to the JRA Operating
Agreement.

We look forward to discussing this matter with you and your
committee with the expectation that you can recommend approval of
this nominal change of control so that we can proceed with
simplifying our accounting and corporate structure.

Yours truly,

5/@@42/%67

Richard D. Robey
Chairman & CEO



May 8, 2009

Mr. James A. Spendiff

Chairman, Operating Agreement Committee
SEDA-CoG Joint Rail Authority

201 Furnace Road

Lewisburg, PA 17837

Dear Jim:

This letter provides answers to the questions presented in
Jeff Stover’s letter of April 9, 2009 concerning JRA approval of
my proposed exchange of stock and the nominal acquisition of
control of my operating railroad companies by Susquehanna Union
Railroad Company. I have taken the liberty of briefly
summarizing each question contained in Jeff’s letter together
with the answer to the question.

1. What changes are envisioned with respect to Mr.
Robey’s role in the every day management of the companies?

Mim and I have transitioned responsibility for daily
operations to our management group and staff. We will,
however, continue to exercise executive supervision and
oversight of corporate administrative matters, financial
performance, operational planning and JRA relations. We
will also continue participation in all major and long term
decisions affecting our companies.

2. Does the proposed change aid/detract or make no change
to levels of service and MOW provided by the operating
companies?

The proposed change of control will not change levels of
service or maintenance of way provided by the operating
companies under the terms of the Operating Agreement.

3. If the proposed change does not improve service or
maintenance of way, what benefit does the JRA gain by approving
the change in control?

The acquisition of control of the operating railroad
companies by Susquehanna Union Railrocad Company
consolidates stock ownership of the operating railroad



4.

Mr. James A. Spendiff, May 8, 2009, Page 2

companies in a single holding company over which I will
continue to exercise 100% stock control. As you know,
holding companies are widely used by railroads and other
industries to consolidate and simplify accounting and
financial systems. Efficiencies derived from these changes
will improve our management and financial information
systems and reduce costs and administrative overheads to
the benefit of our companies and the rail services we
provide to JRA and our shippers.

How will these changes impact the efficiency/complexity of

the relationship with the JRA? Will JRA work with a holding
company or management of the operating companies or both?

5

The proposed restructuring will not change any
relationships with JRA. The existing management structure
and personnel of each operating railroad will be adopted
and implemented by Susquehanna Union Railroad Company.
Accordingly, JRA will continue to interface ahd work with
the same management personnel as in the past.

What is the status of your April 2, 2008 letter to the JRA

which indicates that SURC was going to be sold to Jeff Pontius?

6.

The April 2, 2008 letter has been‘superseded by later
correspondence to the JRA concerning the proposed
restructuring. When I wrote the April 2, 2008 letter,
there was still a requirement for certain joint agreements
and financing arrangements which never came to fruition.

Do you intend to revisit any previous proposals concerning

the disposition of your companies to one or more members of your
management group?

7.

I still plan to sell my ownership in my companies to my
management group but those plans have been postponed and
will have to be developed sometime in the future in light
of current economic conditions. I believe that any such
sale should be fair to my management group and should not
impose an undue financial burden on any of these
individuals. I intend to be governed by these principles
in any future transaction.

Provide a clear explanation as to why you want to use this

approach.



Mr. James A. Spendiff, May 8, 2009, Page 3

The purpose of this transaction is to simplify our
management, financial and accounting structures as outlined
above in this letter.

8. Please indicate the mechanism by which current and future

tax credits will be assigned and used for improvements to track
and related facilities in a form that can be incorporated into

the Operating Agreement.

The nominal change of control that I have proposed has no
bearing on and will not affect the assignment or use of
current or future tax credits. Under our Operating
Agreement we have accomplished substantial improvements to
JRA tracks and facilities and our procedures for annual
maintenance of way programming are well suited to continue
this progress in the future.

I hope this letter answers the questions that JRA board
members have posed and that the Board will approve the nominal
change of control transaction which I have proposed.

Sincerely,
5 o (Gt
Richard D. Rob;z
Chairman & CEO



December 8, 2009

Mr. Jerry Walls, Chairman
SEDA-COG Joint Rail Authority
201 Furnace Road

Lewisburg, PA 17837

Dear Jerry:

Thank you for your letter of December 8, 2009 and this opportunity to respond to the
concemns expressed in your letter. First, I find your letter to be disingenuous. Mr. Stover’s letter
of June 24, 2009 is hardly a positive indication of Board support for equity participation by my
management team, particularly in light of JRA communications and events occurring thereafter.
Moreover, if, as you claim, JRA has no “philosophical” problems with my staff becoming partial *
owners of my companies, then it is evident that the Board’s rejection of our proposed transition
is based on other issues and the Board should not be surprised that my staff was puzzled and
upset by the Board’s unexplained rejection of our proposed restructuring.

Similarly, my management group is aware of the financial implications posed by the
2017 renewal of the Operating Agreement and they are fully able to assess those matters not
withstanding your comments regarding the “bankability” of future transactions.

Finally, if you will review JRA's files I think you will find that we have already
responded to similar inquiries from Messrs. Stover and Spendiff regarding the relevant items set
forth on the December 8, 2009 memo enclosed with your letter. I have attached those prior
responses to this letter. A number of the items on JRA's list are not pertinent to our proposed
restructuring and/or involve proprietary corporate information which is beyond our reporting
requirements and JRA access to railroad records under the terms of the Operating Agreement.
This is particularly true with respect to our track maintenance tax credits and how we will deal
with those credits, if at all, in connection with our restructuring transaction. That topic is totally
irrelevant to our restructuring and the Board’s preoccupation with this issue represents an
unwarranted intrusion by JRA into the financial and tax management activities of our railroad
companies. Finally, | hardly need point out that the Board is already well aware of our operating
and maintenance capabilities given that we have been performing those functions on JRA lines
for over 25 years.

Again, 1 appreciate this opportunity to respond to your concems.

Smcerely,

5/ fuil 2 /2&}

Richard D. Robey
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December 22, 2009

Mr. Dick Rober

North Shore Radroad

356 Poesdey Ave.
Northumberland, PA 17857

RE: Change of Control
Dear Dick.
his letter 1s 10 response to vour letter dated December 16, 20009

fhe refecnon ot your request at the November {1 20819 Board meenhing was based
pramaniv on the madeguacy of the mtormanon asalable 10 the Board with respect s the
transacnon tor which vou have requested Aathorny approval. The Suthonm has
repeatedl requested i wriing mad serbah thar vou provide varous kinds of
miormaem concermng Veatr proposed mansacuon o date, that nrormanon has nos
heen fosthcoming  In vour recent letier vouhave dimintshed the imporntance nd
apphcabiling of this inrommaton apparentis bised i part on your assumpion that the
Authuritye aleeady knows most ar whar was requested. The Authonn does not have
much o s meormanon, especalls mrormagon m a2 wrttren form on which the
Authorny can relv. As one sunple example, we had 1o check the atrendance records a
the meenng attended by sour munagement team 1o determine even who the potenual
e oanwners are !"")Pl \‘L‘Ll 1£¥] i)t’

I the pust, o fave wottens in eeneraines roearding the fancual arrangements

: the proposed chanee of Gontrol, but the Authorin: needs. amone other
nees Can support the transaction, tihang o
acconm: ol vour vanous oreanean s e ennre Authorny Board < concened whether

aceonpiis

muarters, b ace how the compames’

the resiruemrmg and chaney ot contend srassacions will suppert long-tenn financul
stabilits and cttecn e tal ser e and manrenamor of wae

I nclosed s the Moy < et og guesaeas dated December 8, 2009 Olur Otperaung
Aereement Commuttee 1s prepared 1o meet swith vou o discuss vour transacnon Betore
we can schedule tns mecune. however, we must have a comprehensi e cesnonse with

detuiled wntten answers to each wem on the enclosed st .\t a mecung, we will then
review the responses 1o each stem with - ou so dhat the Board can be tully intomed.

Smcereh, p

‘ .7 P
gqyo M'
’/

Jerm > Walls
Charman

Fnclosure

¢ Gan Shicids, Noren Shore Radroad

Exhibit M
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SEDA-COG Joint Rail Authority
December 8, 2009

Information that shall be requested by the Authority when asked to consider a
‘Change of Control’ of the contract operator shall include, but is not necessarily
limited to, the following:

1. Evidence of an agrecement between buyer and seller(s)

2. Questions for Seller:

Terms of Sale

Who will buy what, when? What corporate ennties (Operatung Railroad, Rail
Scavengers, Susquehanna Unzon Railroad Company, or other endty) are included mn
the sale agreement? How will the sale(s) be strucrured (sale of stock or assets)? When
will sale(s) be executed?

[When will change of control take place?]
Khat does Susquehanna Union Radroad Company ownr Who owns this holding
company?

What third party approvals, (1.G. STB, IR\, PUC, bank) are required?

What “Tax Credits* are carned forward by each JRA railroad, and how will these be

treated in the sale?

Have tax credis been mransterred between the companies, and how was this
accomplished=

Are there any other understandings, representanions, or agreements between the

huver and sellerix)

3. Questions for Buyer(s): (A mecting with the buyer(s) will be scheduled)

Background experience for conducnng rad freight operanons and maintenance
Knowledge
Expenence
Financal Informanon
Hew will purchase be tinanced: i™yources of buyer financingr)
Hlow will purchase be strucrured: Wil a separare entire be tormed for
purchaser)
Corporate and ownership structure atter purchase (Whao wall make decistons?
Any changes i management and; or workiorce contemplared?
Are there any understandings, representanons, or agreements between the buyers
thar are not included n the purchase and sale agreement
Fimancial projections trending from rthe most recent three vears

3y
]
7

e 3-5-7 year cash tlows and pro formas

e Balance sheet before and afeer purchase

® 3 years meome statements and balance sheets with account detal and
cost and pncing assumpions.

¢ Schedule of ownership which clearly defines the bankabily of
transacuon at conclusion of current operaung agreement.

(Wil need to see books of company acquinng JRA contracr radroads)

(Wil need to know mterest payments and debt of holding company)

e —


file:///XTiat
http://purrha.se

VERIFICATION
I, Richard D. Robey, verify that the statements made in the foregoing Petition for

Exemption are true and accurate to the best of my knowledge, information and belief.

fae, [ 20/0 . ;élf/J

ATE ICHAD D. ROBEY V /
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VERIFICATION
I, Richard D. Robey, verify that the statements made in the foregoing Verified
Statement of Richard D. Robey are true and accurate to the best of my knowledge,

information and belief.

/- /(8 ~20(0 U

DATE RIC D.ROBEY




CERTIFICATE OF SERVICE
I, Richard R. Wilson, hereby certify tilat a true and correct copy of the foregoing
Petition for Exemption and Verified Statement of Richard D. Robey was served this 7"

day of April 2010, upon the following by U.S. first class, postage prepaid mail:

Jeffrey Stover
SEDA-COG Joint Rail Authority
RR 1 Box 372
Lewisburg, PA- 17837

Stephen S. Hurvitz, Esq.
811 University Drive
State College, PA 16801-6699

Keith G. O’Brien, Esq.
BAKER & MILLER, PLLC
2401 Pennsylvania Avenue, N.W., Ste. 300
Washington, DC 20037

Richard D. Robey
Susquehanna Union Railroad Company
356 Priestley Avenue °
Northumberland, PA 17857

Richard R. Wilson, Esq. %,\
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