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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

STB Docket No. AB 1043 (Sub-No. 1) 

MONTREAL, MAINE & ATLANTIC RY., LTD. 
DISCONTINUANCE OF SERVICE AND ABANDONMENT 
IN AROOSTOOK AND PENOBSCOT COUNTIES, MAINE 

PROTEST OF STATE OF MAINE, DEPARTMENT OF TRANSPORTATION 
OR IN THE ALTERNATIVE, 

REQUEST FOR PUBLIC USE CONDITION 

m The State of Maine, by and through its Department of Transportation ("State"), files this 

_ protest opposing the request of Montreal, Maine & Atiantic Railway, Ltd. ("MMA" or 

"Applicant") for authority to discontinue service over and abandon over 233 miles of rail lines 

. servicing the northern third of the State of Maine. The State believes that it is important to the 

shippera and the communities in which they and their employees are located, that rail service be 

• i preserved. In the event that the Board finds that abandonment is warranted, then die State 

altematively requests that the Board impose a public use condition.' 

li^ Bad^round 

j i . On Febmary 24, 2010, Montaieal, Maine & Atiantic Railway, Lbl. ("MMA") filed an 

application (the "Application") to discontinue rail service on and abandon five subdivisions 

I totaling approximately 233 miles (the "Abandonment Lines"). The Abandonment Lines include 

MMA's main north south line from just north of Millinocket to the Canadian border. The 

proposed abandonment would virtually eliminate the ability of shippers to move freight between 

' the northem one-third of Maine and points to tiie south ofthe State. 

The State also reserves the right to make an offer of financial assistance to purchase the 
Abandonment Lines at the appropriate time in the proceedings. 
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The State's goal has long been to preserve rail service in the Aroostook County region 

served by the Abandonment Lines and throughout the State. As such, and as noted in the 

Application, the State has negotiated with MMA regarding the purchase of the Abandonment 

Lines up until, and through the filing of the Application. Although the State opposes the 

proposed abandonment for the reasons set forth herein, it reserves its right to make an offer of 

financial assistance if the abandonment were to be approved. 

Discussion 

I. Comments and Protest 

A. Legal Standard 

Under 49 USC 10903(d), the Board is to permit abandonment only if it finds that the 

present or -future public convenience and necessity require or permit the abandonment or 

discontinuance. In making the determination, the Board is required under the statute to consider 

whether the abandonment will have a serious, adverse impact on rural and community 

development. As the Board has recently summarized the emalysis it takes: 

When abandonment authorization is sought, whether by application or 
exemption petition, the railroad must demonstrate either that there is no 
longer any need for service on the line or that the line in question has 
become a burden on interstate commerce. Typically, in an attempt to 
make the latter showing, the carrier submits evidence to demonstrate that 
the costs it incura exceed the revenues attributable to the line. While 
abandonment decisions are not based solely on mathematical 
computations and considerations, the railroad bears the burden of 
showing that keeping the line in service would impose a burden on it that 
outweighs the harm that would befall shippers and other members of the 
public and the adverse impacts on rural and community development, if 
the line were abandonment. 

The Indiana Rail Road company - Abandonment Exemption - In Martin and Lawrence 

Counties, IN, STB Docket No. AB-295 (Sub-No. 7X), served March 26,2010, slip op. at 

6 (emphasis added). In this proceeding, the State does not believe that MMA has met its 
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burden of clearly establishing that its costs of operating the Abandonment Lines exceed 

its revenues. Further, the State believes that the haim to shippers and the adverse 

economic impacts the communities in Aroostook County and throughout the State, 

outweigh whatever burden continuing operations might impose on MMA. 

B. Revenue 

While MMA overall shows a continuing dramatic drop in system wide carloadings and 

revenues (Grindrod V.S., HC MMA 52), it acknowledges that it does not expect revenues on the 

Abandonment Lines to continue to drop in the same manner. Revenues for Abandonment Lines 

for the forecast year are actually expected to rise slightiy, primarily from an increase revenues 

from one on line move, of&et by a slight predicted reduction in other revenues ( -)• 

Finley V.S., HC MMA 88. The traffic and revenue figures for the base year and tiie forecast 

year are generally consistent with the traffic analysis done by the State's consultant. Hunter V.S. 

at 2-3, Ex. A. 

However, where MMA has only skepticism about the ability of the traffic on the 

Abandonment Lines to rebound, the State believes strongly that there is additional traffic 

M available, that with better marketing (MMA currently has no formal marketing plan for the lines, 

3 and some shippers report no contact with any one from MMA over the past couple of years), and 

more consistent service, that traffic could rebound to the 11-12,000 carload level over the next 

couple of years as the housing market and the economy continue their rebound. Hunter V.S. at 

2-3, Ex. A. Shippers have a lot of money invested in their facilities, and the State believes that 

testimony to be presented by the shippers will show their commitment to rail service on the 

Abandonment Lines and will support these projections, and that this traffic potential is not mere 

speculation. 

-3 
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C. Avoidable Costs 

1. Standards 

The Board's regulations provide for the calculation of avoidable costs, i.e., of the costs 

that the applicant would no longer need to bear if the requested abandonment authority were 

granted. Although the regulations set forth in detail how avoidable costs are to be determined, 

there are two over arching principles - they must be related to the freight service being provided 

on the line, and they must be "just and reasonable, and shall not exceed those necessary for an 

honest and efficient operation." 49 CFR 1152.32. 

In this proceeding, the State believes that many of the costs MMA has assigned to the 

Abandonment Lines arc not costs that relate to the cunent operati(Mis being conducted by MMA; 

rather they are related to excess capacity that MMA acquired when its system as a whole, and the 

Abandonment Lines in particular, were handling significantiy higher car loadings. However, 

excess capacity can be eliminated by MMA without the necessity of abandoning the 

Abandonment Lines, and therefore are not property included in avoidable costs. These items of 

excess capacity are discussed in more detail below. 

Further, as a check on what expenses are required for an efficient operation, the State has 

had its consultant Railroad Industries Incorporated ("RIl") prepare operating feasibility analyses 

under various traffic scenarios.^ See Hunter V.S., at 24-25, Ex. D, Ex. E. These analyses 

indicate that even at the revenue projected for the forecast year, the Abandonment Lines should 

be able to be operated with costs below revenues. With additional traffic and revenues as 

These analyses were prepared help the State evaluate whether to seek to purchase the 
Abandonment Lines either through negotiation or through the OFA process, to determine 
whether a stand alone carrier could operate the Abandonment Lines on a break even or profitable 
basis. Accordingly, the costs should be somewhat overstated compared to MMA's operations 
since MMA can share certain personnel and equipment costs with its other lines. 

\ 
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discussed above, the Abandonment Lines should be able to be operated so as to generate 

operating profits. 

2. Offsets 

Although not clearly required in the regulations, in determining the costs that a carrier 

can avoid by abandoning a line, the Board should consider what additional costs the carrier will 

incur as a necessary result ofthe abandonment. If the abandonment results in creating additional 

costs for the carrier, then obviously the carrier will not be getting relief the fiiil benefit of the 

avoidable costs from the lines being abandoned. In this instance, MMA has indicated that post-

abandonment h expects to handle the overhead traffic over the Van Buren Branch to CN. It 

appears though that it has not considered what additional costs will be incurred. There will be 

additional use ofthe Van Buren Branch which presumably will require additional maintenance to 

I 

keep up. MMA will need to find property for and build a new facility to maintain cars and 

locomotives, and do necessary inspections. None of these have been quantified, but MMA 

should be required to account for these additional costs as an offset to or a reduction in its 

avoidable costs. One cost that can be quantified is that the seeking of abandonment has Uiggered 

repayment obligations to the State under its Rail Funding Agreements. This represents a $4.95 

million cost to MMA that it would not have had if it did not file for abandonment. Moulton V.S. 

at 5, Ex. C. 

3. Errors in calculation of avoidable costs 
The State's consultant has identified a number of enors in MMA's calculation of 

avoidable costs. Hunter V.S. at 6-13. Many ofthe enors related to MMA's apparent attempt to 
r 

allocate costs to the operation ofthe Abandorunent Lines that exceed what is reasonable for its 

cunent operations. For example, MMA says that it has 760 cars that are used for the 

- 5 -
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Abandonment Lines. However, 

~ ), and as Mr. Hunter explains, only 450 care should be necessary for 

cunent operations. Hunter V.S. at 9-10.^ Similarly, MMA says that it will no longer need 12 

locomotives, although it is clear from a review of their locomotive usage that they do not have a 

need to use more than six. Hunter V.S. at 8-9. (As MMA acknowledges, it is only operating 12-

13 trains per week on the Abandonment Lines, and it only using between 2 and 3 locomotives 

per day. Application, HC MMA 27-28. Certainly it does not need a separate locomotive for 

every train that it runs.) The use of an excessive number of locomotives passes through and 

affects other calculations as well - a reduced amount of locomotive maintenance for supplies, 

and reduced transportation costs for sand and fiiel, and a reduced retum on value for 

locomotives, all of which should be reduced by one-half the amounts shown. Hunter V.S. at 8-9. 

It is also clear that MMA overstates the number of maintenance of equipment jobs 

(mechanics) that can be avoided by the proposed abandonment, claiming that 11 mechanics and 

one manager can be eliminated. Even at six for 12 locomotives and five for 760 cars, the ratios 

are clearly excessive; at the required levels of 6 locomotives and 450 cars, even more so. 

Certainly, operation of the Abandonment Lines requires no more tiian a manager and 2 

locomotive mechanics and 2 car mechanics. Hunter V.S. at 7. 

MMA's operations have shrunk in size over all from over' carloads in 2005 to an 

J 

estimated . in 2009, and reduced the service to customers beguining in 2008 (Grindrod 

V.S., HC MMA at 52), and it has experienced reduced contract work for its shops (Ex. 4, 

Sheahan dep. at 21). It would not be surprising that it has extra capacity in its locomotive and 

^ MMA also fails to acknowledge that the leases for almost 400 of the cars will expire 
during the forecast year. Hunter V.S. at 11. Accordingly, the car lease cost for the forecast year 
is overstated in any event. 
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car fleets, as well as extra mechanics on its roster; however, it cannot place the burdens 

associated with this excess capacity on the Abandonment Lines. If it has that excess capacity, it 

could be shedding it now, regardless of whether the abandonment were granted. 

The State believe it is enor for Mr. Fuiley to have not included the 45G Tax Credit as an 

offset to maintenance of way expenses in tiie forecast year in the same way as it was done in the 

base year. The extension ofthe tax credit was passed by both houses of Congress, but before it 

was reconciled, it was added to a tax extender bill which includes a number of other items. 

The credit is, if not yet extended for 2010, 

surely on it way to being so. MMA will likely be able to sell its credits in the same maimer as in 

previous years (Ex. 2, Grindrod dep. at 19), and the credit if/ when passed should be deducted 

from maintenance of way expenses in the same way as it was in the base year. Ex. 3, Finley dep. 

at 11. This would reduce maintenance of way expenses by approximately ! '. Hunter 

V.S. at 6-7. 

4. Avoidable Cost Summary 

In sum, based on the various adjustments discussed above and in the Hunter Verified 

Statement, the State believes that the on-line avoidable costs for the forecast year should 

properly be reduced to no more than as opposed to tiie $ calculated by 

MMA. Hunter V.S. at 13.̂  Using the State's on-line avoidable costs, and accepting for 

argument's sake MMA's off-line costs of $.*. . the total avoidable costs would be only 

' " . in excess of revenues. Due to the number of errors and adjustments, the Board should 

find that MMA has not met its burden of showing avoidable costs in excess of revenues, and 

should deny MMA's abandonment request. 

'' Other parties could demonstrate additional adjustments that reduce the on-line avoidable 
costs fiirther. 

- 7 -
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D. Retum on Value 

Retum on value starts with an investment base of working capital, income tax 

consequences and net liquidation value. The State believes that there are problems with the 

values used by MMA on all three elements. See Finley V.S., HC MMA 102-103. 

1. Working Capital 

Working capital is dependent on the on-branch avoidable costs. Accordingly, the 

adjustments discussed above for those costs would need to be included in this calculation. 

Additionally, the reduction fiom 12 saved locomotives to 6 saved locomotives would result in 

the halving of the depreciation and retum on value for locomotives. 

2. Income tax consequences 

MMA uses a nominal interest rate of ^.however," 

' _ •.. Further, based on the fact that the suggested losses will only increased the 

losses already being reported (Grindrod V.S., HC MMA 52) it is not likely that there will be any 

income tax consequences from liquidation ofthe rail line assets. 

•̂  3. Net liquidation value 

^ Tbe largest component of the investment base is MMA's calculation of NLV. Because 

there are a number of errors in MMA's calculation, NLV is overetated.̂  Initially, MMA has not 

used the conect value for NLV under its own calculations. Mr. Finley used a value of 

" a s the NLV for track and materials. Finley V.S., HC MMA 120. However, Ms. 

Sheahan who calculated the NLV for track and materials acknowledges that the salvage would 

The State's preliminary comments to the NLV calculation are made for the purposes of 
this protest, and are not intended to be final. The State reserves the right to make other or 
additional adjustments in any offer of financial assistance procedure. 

- 8 -
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take 2-3 years, and that the discoimted present value of the NLV is only; . Sheahan 

V.S., HC MMA 192. It is the discounted present value that represents the tme salvage value of 

track and materials to MMA today. 

The State has identified overstatements in the value ofthe rails and ties based on its own 

inspection of the Abandonment Lines, which reduce the NLV to $ . , and the discounted 

present value of the NLV to $1 '. See Hunter V.S. at 19-22. Additionally, the State 

believes that MMA did not include the restoration costs for at-grade crossings when it calculated 

its salvage costs. . . . See Boston & Maine Corporation -

Abandonment- In Hartford and New Haven Counties, CT, STB Docket No. AB-32 (Sub-No. 83), 

served July 1, 1998, slip op. at 7 (adjusting salvage value for restoration costs); Railroad 

Ventures, Inc. - Abandonment Exemption - Between Youngstown, OH, and Darlington, PA, in 

Mahoning and Columbiana Coounties, OH and Beaver County. FA, STB Docket No. AB-556 

(Sub-No. 2X), served January 7, 2000, slip op. at 9. The State believes that a reasonable cost of 

restoration for each of the 98 public at-grade crossings is $8,000, or a total cost of $784,000. 

Moulton V.S. at 5-6. Further, as acknowledged by MMA, they did not include any bridge 

removal costs, _ 

: See Railroad Ventures, supra, slip op. at 9 fh24. Because the costs of 

salvaging the bridges would likely exceed their value, the State believes that they should be 

valued at -0-; however to do so, the value of the rail on the bridges needs to be deducted fit>m 

NLV. The State's consultant has determined that the rail on the bridges is worth approximately 

, with a discounted present value of Hunter V.S. at 22-24. Accordingly, 

afier making these additional deductions, the State believes that the NLV of the track and 

materials should be no more than $ " , and that the discounted present value of the NLV 
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would be $ . , applying the same 1 discount rate over the time period that Ms. 

Sheahan applied. 

With respect to value of land, the State believes based on a review of a sampling of 

approximately 70 miles of deeds by the Department of Transportation Titie Office staff, that 

MMA overstates the amount of fee titie timt it has, Moulton V.S. at 6. However, the State is not 

yet in a position to detennine how much additional property should beexcluded fh)m the NLV 

calculation. Accordingly, for purposes of MMA's opportunity cost calculation, the State would 

accept the land value of $ 

tlowever, the State caimot accept MMA's attempt to use a corridor valuation. MMA 

argues that it is appropriate in this proceeding to use a corridor methodology in valuing the land. 

However, MMA acknowledges, that the use of a corridor methodology is appropriate only if 

there is a "documented specific interest" in purchasing assembled corridors. Application at HC 

MMA 15 (emphasis added) (citing Boston and Maine Corp., stprcr. Railroad Ventures, Inc., 

supra). It has presented no evidence of even any firm offers for use as a corridor. Further, 

although MMA alludes to the possibility of utility easements along the Abandonment Lines, it 

has produced no evidence that there is any specific interest in the use ofthe Abandonment Lines 

as a utility easement corridor.' Additionally, according to Mr. Finley 

": he used the same revenue number for both the 

base year and fiscal year. Finley V.S., HC MMA 82,88,105;" 

Mr. Gottlieb indicates that it is premature to provide specifics. In response to a request 
for documents, MMA refused to produce any documents related to corridor interest or proposals 
to the State. Further, if there were specific opportunities for utility or sunilar easements, then the 
income should have included by MMA in its forecast year analysis. 

-10-
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A senior appraiser from the State Department of Transportation Property Office also 

finds fault with the attempt to apply a corridor valuation. In particular he notes that (1) the 

corridor contains at least 66 miles of right-of-way for which MMA acknowledges it is without 

fee title, (2) in determining "highest and best use," public interest, and thus sales to the State of 

Maine for the public interest, should not be considered as they do not represent an economic use, 

(3) the comparable corridor sales were for much shorter distances than the 233 miles being 

abandoned here, and (4) the assumption that the corridor could be broken up and sold in pieces 

does not account for segments that might not sell. Moulton V.S. at 6-7, Ex. E. Since MMA has 

provided no specific evidence of interest in the purchase of the Abandonment Lines as corridor, 

or any evidence that it would, upon abandonment, have a corridor to market, the use of a corridor 

methodology is not appropriate. 

Based on the foregoing, the total NLV to be used for the calculation of opportunity costs 

should be $• for the track and materials, and $' .' for the land, for a total of 

3. Nominal Rate of Retum 

Bi The proper rate of retum is discussed more fully in connection with Opportunity Costs 

1 below. 

E. Opportunity Costs 

Opportunity costs are intended to reflect the economic loss a carrier experiences from 

foregoing a more profitable altemative use of its assets. Union Pacific Railroad Compare -

Discontinuance-In Utah County, Utah, STB Docket No. AB-33 (Sub-No. 209), served January 

I 2, 2008, slip op. at 5. Generally, opportunity cost is computed on an investment base equal to 

The reduced NLV would also reduce the holding gain. 

11 
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the sum of allowable working capital, NLV, and cunent income tax benefits (if any) resuhuig 

from the abandonment. Id. (citing Abandonment Costing Regulations - Costing, 3 ICC 3d 340 

(1987)). As discussed more fiilly above in connection with the Retum on Value, the State 

believes MMA has made various enors in computing the base. 

Additionally, while the investment base is usually multiplied by the current nominal rate 

of retum, the State believes the rate used by MMA is overstated. First, MMA should have 

applied the retum rates for capital and for debt established by the Board to its own actual capital 

stmcture instead of using the Class I composite stmcture, all as set forth in Railroad Cost of 

Capital, STB Ex Parte No. 558 (Sub-No. 12), served September 25,2009. See Finley V.S., HC 

MMA 119. MMA has refused to produce documents reflecting its capital stmcture, but the State 

beUeves it would show a substantially higher debt to equity ratio than used in the Cost of Capital 

proceeding, which would lower the rate of retum. Further, because MMA is in default under its 

FRA RRIF loan,; all of tiie proceeds 

that would become available would need to be paid to FRA. See Ex.1 correspondence between 

Grindrod and FRA;. • Since the FRA loan is only bearing interest at 

the rate off (Ex. 1), MMA's opportunity cost should be limited to that rate of return.' 

F. Rehabilitation Costs 

MMA calculates that the Abandonment Lines need $ . ~ to be put into proper 

operating condition, and that thereafter the lines would need $ per year additional in 

normalized aimual maintenance. Sheahan V.S., HC MMA 222, 223, 226. (The rehabilitation 

figure is then plugged into MMA's subsidy calculations. Finley V.S., HC MMA 105.) As 

' To the extent the FRA is not entitied to the funds, the State believes that it is entitied to 
repayment of $4.95 million. See Moulton V.S. at 5, Ex. C. Since without abandonment, these 
funds would not be required to be repaid, they have an opporturuty cost of-0-. See Rail Funding 
Agreements, Moulton V.S., Ex. B. 

-12-
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claimed by MMA, $ ~) of the work is necessary to bring the Madawaska subdivision 

into FRA Class 3 condition, and all of the other branch lines into FRA Class 2 condition. 

Sheahan V.S., HC MMA 193-194. The remaining $. is to rehabilhate a portion ofthe 

Limestone Branch ( 

.") Sheahan V.S., HC MMA 194; J 

there is no reason that the cunent classifications should not be sufficient for 

efficient operations at the current levels of service. Hunter V.S. at 4-6. The State's own 

inspection indicates that some amount of capital improvements to fix deferred maintenance 

would likely be recommended. Hunter V.S. at 6. However, in any event, the Board's 

regulations clearly provide that rehabilitation costs should not be included in subsidy calculations 

unless tiie track fails to meet FRA Class 1 standards. 49 CFR 1152.32(m)(2). 

MMA also clearly overstates the normalized maintenance that would be required if the 

line were rehabilitated. Ms. Sheahan's estimate of $' i per year works out to over 

$' 'per mile. As explained by the State's consultant, normalized maintenance of $5,000 per 

mile should be sufficient to maintain the tracks in their current condition, and is similar to the 

amounts the MMA shows for maintenance in its base year and forecast year calculations. Hunter 

V.S. 5,6. 

13-
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G. Rural and Community Impact 

A noted previously, the Board is required by 49 USC 10903(d) to consider the effects of 

the proposed abandonment on mral and community development. The State believes strongly 

that rail service throughout the State needs to be maintained. In particular, the proposed 

abandonment would eliminate direct rail service to over 20 on-line shippers and reduce the 

I available routings to one of MMA's largest shippera (Fraser) from two to one, further impacting 

the ahcady hurting economy in a substantial region of the State. Aroostook County, where the 

m 

M lines are mostly located, is a mral area that is considered economically distressed. The major 

customers on the Abandonment Lines are primarily related to the forest industry, and are 

' dependent on rail to remain competitive. They have made substantial investments in their plants 

to be ready to expand as the economy and the housing maiket improves. Abandonment of these 

lines would cause contraction at best, and closures at worst. There are over 1700 jobs directly or 

' indirectly that would be called into question with the loss of rail service to the region. Moulton 

V.S. at 1-3. 

If abandonment were granted, there would be other substantial adverse effects on the 

community. There would be an increase in trucks for those industries that could convert, 

increasing wear and tear on the local roadways and bridges, higher fiiel usage and emissions, and 

increasing the risk of accidents. Moulton V.S. at 3. Detailed descriptions ofthe adverse effects 

are presented by the State's consultant. Hunter V.S. at 14-19. 

Continuation of rail service ui the Aroostook region has long been the State's goal, in 

order to enhance economic growth and competitiveness. The State supported MMA's original 

acquisition from BAR in 2003, in large measure because ofMMA's promise to operate all ofthe 

lines it was acquiring. Moulton V.S. at 4, Ex. A. Indeed, since then, the State has provided over 

14 
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$10.5 million in rail liinding assistance to MMA with the understanding that the lines would be 

operated for a period of at least 10 years. Moulton V.S. at 4-5, Ex. B. (MMA's decision to seek 

abandonment triggers a repayment obligation of approximately $4.95 million. Moulton V.S. at 

5, Ex. C.) The FRA has also demonstrated public support for MMA by providing a RRIF loan in 

2005, to allow MMA to refinance its original bank debt and to do certain capital projects. See 

Ex. 1. Denying the abandonment would preserve essential rail service and enhance the economic 

• viability ofthe region and increase safety ofthe general population. Moulton V.S. at 3-4. 

II. Alternative Relief - Public Use Condition 

As discussed above, the State does not beUeve that MMA should be permitted to abandon 

the Abandonment Lines. However, in the event that the Board were to authorize the proposed 

abandonment, and if the State determined not to make an. OFA, or was not successfid in 

acquiring the Abandonment Lines under the OFA process, then tiie State requests a public use 

condition be imposed to protect the Abandonment Lines from being disposed of during the 

course of negotiations, and while concunent State law requirements are satisfied. 

Pursuant to 49 U.S.C. §10905 and 49 C.F.R. §1152.29(a)(1), tiie State requests that the 

Board prohibit MMA irom disposing of any of the rail properties that are proposed for 

abandonment for a period of 180 days from the effective date of any decision approving the 

abandonment in order to preserve the status quo pending satisfiiction of the Maine state law 

requirements thsit apply to rail lines approved for abandonment.. In this case, where the primary 

purpose ofthe State is to preserve the Abandonment Lines for restoration of rail service, it would 

be appropriate for the Board to prohibit not only the salvage and disposal or sale of the real 

property, culverts and other stmctures, but also to prohibit the sale of the tracks, ties and other 

-15 
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stmctures essential for the reactivation of rail service, unless the properties have first been 

offered, on reasonable terms, for sale for public puiposes. 

The issuance ofthe requested public use condition would be consistent with and support 

compliance with the requirements of Maine state law. Under 23 Me. Rev. Stat. §7105(3), before 

dismantiing any track or offering any railroad property for sale, or upon abandonment of service, 

the Maine Department of Transportation must be given the first option to lease or purchase, on 

just and reasonable terms, the railroad line. Imposition of the requested public use condition 

would support MMA's compliance with its statutory duties by preventing any sale of the 

Abandonment Lines (either the right of way or the track, appurtenances, ties, or other stmctures) 

until the State's option to lease or purchase has been satisfied. A period of 180 days should be 

sufficient for negotiations to take place. 

16 

PUBLIC VERSION ME 016 



I 

III. Conclusion 

For all ofthe foregoing reasons, the State believes that the balancing of mterests requires 

that the Board deny MMA's request for authority to abandon the Abandonment Lines. In the 

alternative, if the Board grants abandonment authority, the State requests that the Board impose a 

180-day public use condition prohibiting any disposition ofthe right-of-way, stmctures, track or 

track materials, except to a public entity. 

Respectfully submitted. 

TONI L. KEMMERLE 
Chief Counsel 
STATE OF MAINE, DEPARTMENT OF 
TRANSPORTATION 
16 Siiate House Station 
Augusta, ME 04333-0016 
(207) 624-3024 
Toni .Kemmerle@maine.gov 

IC M. HOCK; 
THORP REED/& ARMSTRONG, LLP 
One Commerce Square 
2005 Market Street, Suite 1000 
Philadelphia, PA 19103 
(215)640-8500 
ehocky@thorpreed.com 

Dated: April 20,2010 Attorneys for State of Maine, Department of 
Transportation 
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Mr. Joseph C. Szabo 12 Fetniaiy 201O 

Administrator 
Federal Railroad Administration 
1200 New Jersey Avenue SE 
Washington. DC 20590 

Dear Mr. Szabo: 

Please icfcr to my letter of August 31, 2009, copy attached, in connection with MMA's RRIF loan 
administrated by your agency. 

Since my letter was written, poor business conditions afiectii^ MMA have continued, and our cash position 
continues to deteriorate. We have identified annual losses in the area of S5 million incurred on 233 miles of 
light-density railway located in the State of Maine as the source ofthese losses, and arc in the final stages of 
preparing an abandonment application lo be submitted to the Suriace Transportation Board. The application 
should be ready by Fcbniaty 24'''. and wc would like to file on that date with die STB. 

Our projected cash holdings will not permit our pa>'mcnt of principal and interest on the FRA loan due on 
March 13.2010. tn consideration of our robust plans to address this situation through the abandonment, we 
request that FRA permit us to defer interest and principal pajrments on our RRIF loan until the abandonment 
application can be processed by the STB and sufficient proceeds of track removal can be received. At such 
time, wc would propose to immediately catch up on deferred prirKipal and interest payments and remain 
current thereafter. 

In the circumstances, we request FRA's waiver of ifac technical provisions ofthe RRIF loan agreement, as 
requested in my letter of August 31.2009, so we may proceed with tbe abandonment application and deferral 
of principal and interest payments. This will ensure uninterrupted rail service to the stales of Maine and 
Vermont and ultimately to meet all financial obligations, including the RRIF loan. 

I should point out that we continue to work with the state of Maine lo assist the state in development of a 
plan for continued rail (^ration on Ihe lines wc can no longer afford to operate. Possible solutions inchide 
TtGBR binding and a state bond issue. But while these options are being considered, we must move to 
stanch die losses that threaten our continued abilit)' to provide essential public services. 

We will appreciate your prompt response. 

Kind regards. 

Robert C. Grindrod 
President and CEO 

Cc - Senator Olympia J. Snowe 
Senator Susan M. Collins 
Congressman Michael H. Michaud 
Governor John E. Baldacci 
Commissioner David A. Cole 
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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

STB Docket No. 1043 (Sub-No. 1) 

MONTREAL, MAINE & ATLANTIC RY, LTD. 
-DISCONTINUANCE OF SERVICE AND ABANDONMENT-
IN AROOSTOOK AND PENOBSCOT COUNTIES, MAINE 

DEPOSITION of ROBERT C. GRINDROD, taken 
pursuant to Notice, at the Department of 
Transportation, 219 Hogan Road, Bangoj, Maine, 
beginning at 9:12 a.m., April 7, 2010, before Rebecca 
M. Pearson, a Notary Public in and for the State of 
Maine. 

APPEARANCES: 

For Maine DOT: 

For MMSA: 

Also present; 

ERIC M. HOCKY, ESQ. 
TbNI L. KEMMERLE, ESQ. 

JAMES E. HOWARD, ESQ. 

Theresa Pulver 

Rebecca M. Pearson, RPR 
PEARSON REPORTING, INC. 

P.O. Box 1538 
Bangor, Maine 04402-1538 

(207) 945-6880 
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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

STB Docket No. 1043 (Sub-No. 1) 

ORIGINAL 

MONTREAL, MAINE & ATLANTIC RY, LTD. 
-DISCONTINUANCE OF SERVICE AND ABANDONMENT-
IN AROOSTOOK AND PENOBSCOT COUNTIES, MAINE 

DEPOSITION of ROBERT C. FINLEY, taken 
pursuant to Notice, at the Department of 
Transportation, 219 Hogan Road, Bangor, Maine^. 
beginning at 12:32 p.m., April 7, 2010, before Rebecca 
M. Pearson, a Notary Public in and for the State of 
Maine. 

APPEARANCES: 

For Maine DOT: 

For MM&A: 

Also present; 

ERIC M. HOCKY, ESQ. 
TONI L. KEMMERLE, ESQ. 

JAMES E. HOWARD, ESQ. 

Theresa Pulver 

Rebecca M. Pearson, RPR 
PEARSON REPORTING, INC. 

P.O. Box 1538 
Bangor, Maine 04402-1538 

(207) 945-6880 

PEARSON REPORTING, INC. 
207.945.6880 
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BEFORE THE -
SURFACE TRANSPORTATION BOARD 

STB Docket No. 1043 (Sub-No. 1) 

ORIGINAL 

MONTREAL, MAINE & ATLANTIC RY, LTD. 
-DISCONTINUANCE OF SERVICE AND ABANDONMENT-
IN AROOSTOOK AND PENOBSCOT COUNTIES, MAINE 

I 

DEPOSITION of MELODY A. SHEAHAN, taken 
pursuant to Notice, at the Department of 
Transportation, 219 Hogan Road, Bangor, Maine, 
beginning at 8:04 a.m., April 8, 2010, before Rebecca 
M. Pearson, a Notary Public in and for the State of 
•Maine. 

APPEARANCES: 

For Maine DOT: 

For MM&A: 

Also present: 

ERIC M. HOCKY, ESQ. 
TONI L. KEMMERLE, ESQ. 

JAMES E. HOWARD, ESQ. 

Theresa Pulver 

Rebecca M. Pearson, RPR 
PEARSON REPORTING, INC. 

P.O. Box 1538 
Bangor, Maine 04402-1538 

(207) 945-6880 
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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

STB Docket No. AB 1043 (Sub-No. 1) 

MONTREAL, MAINE & ATLANTIC RY., LTD. 
DISCONTINUANCE OF SERVICE AND ABANDONMENT 
IN AROOSTOOK AND PENOBSCOT COUNTIES, MAINE 

VERIFIED STATEMENT OF NATIL\N MOULTON 

M My name is Nathan Moulton, and I am the Director of the Rail Program in the Office of 
1% 

Freight Transportation at the Maine Department of Transportation ("MaineDOT'). My business 

I address is 16 State House Station, Augusta, Maine 04333. Thave over 20 years of experience 

related to transportation matters as shown in my curriculum vitae attached to this statement 

In my current position I have responsibility for oversight of planning, development and 

implementation of rail transportation programs and services for the State of Maine. In this 

capacity I have access to records and knowledge of dealings between MaineDOT and the 

Montreal, Maine and Atlantic Ry., Ltd. (MMA) in Maine since their purchase of the former 

Bangor & Aroostook Railroad (BAR) rail system from the Bankniptcy Trustee m 2002. 

A. Rural and Community Inqtact 

This Abandonment Lines are located within an economically distressed area of Maine. 

Aroostook County is a rural area, and is kno'wn for its extensive forests and associated industries, 

potato, beef, dairy, broccoli and organic farms, and its lakes and streams and overall unspoiled 

scenic beauty. It contains the last great wilderness waterway in the East. Aroostook's population 

is 73,938 (US Census 2000). There arc over 2000 lakes, rivers, streams and ponds located within 

Aroostook County. Aroostook is Maine's largest county consisting of 6,435 square miles. To put 
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the magnitude of Aroostook County's area in perspective, it is larger than the states of 

Connecticut and Rhode Island combined. 

This region is eligible for assistance under Economic Development Administration 

criteria identified in Section 301 ofthe Economic Development Act of 1965. The Aroostook 

county per capita income of $26,633 (2006) is eighty percent (80%) or less of the national 

j average of $36,794 (2006). In iact, the average per capita income in Aroostook County was only 

72.4% of the national per capita income for 2006. The project also qualifies for eligibility given 

^1 that the area has an unemployment rate that is at least one percent (1%) greater than the national 

average unemployment rate. Aroostook county's most recently published 24 month 

' unemployment rates were 6.2% and 7.3% for 2007 and 2008, respectively as compared to the 

national average of 4.6% and 5.8% unemployment rates for the same periods. In 2007 and 2008, 

Aroostook County's imemployment rates were 1.6% and 1.5% higher than the national average, 

respectively. The poverty rate for people of all ages in Aroostook County during 2007 was at 17. 

4%. For residents under the age of 18, the poverty rate for 2007 was 19. 9%. For children ages 

5 - 9 in families in poverty, 17.1% lived in poverty during 2007. 

The rail system operated by MMA is of vital inrportance to the Maine economy, serving 

shippers in the northem part of the State as well as coimecting the Bangor area with Quebec, 

Ontario, and the U.S. mid-wesL In particular the lines that MMA seeks to abandon in this 

proceeding (tbe "Abandorunent Lines") provide important links to the Aroostook region and the 

forest products industry centered there. The forest products industry so vital to the Maine 

economy is highly dependent on rail to remain competitive in the world market. Numerous other 

natural resoimres-based industries in Aroostook County depend upon rail service as well, and 

many have made significant investments in their physical plants so that they can take advantage 
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of improving economic conditions. Rail service is an essential part of their aggressive business 

plans. 

If the proposed abandorunent were permitted, instead of experiencing economic growth 

as the economy in general, and the housing industry in particular, rebounds, these industries 

would be contracting instead of growing. The abandonment of service would have an inunediate 

and direct negative economic effect on industries in a county that is abeady experiencing serious 

economic challenges. Without direct rail service these firms will face higher costs for inbound 

transportation of materials required for production, or outbound costs of moving products to 

national markets, overall making them less competitive in the marketplace. Some firms maybe 

forced to curtail or stop some levels of production, potentially resultin'g in layoffs and reduced 

spending in the region. Northem Maine Development Conunission (NMDC), which provides 

business/economic development resources to the Aroostook region, estimates the long term 

viability of more than 1700 jobs will be in question with the loss of this rail service. Such a loss 

would exacerbate the current economic conditions in the region where unemployment in already 

in excess of 10%. 

1̂  Those firms that are able will convert rail shipments to truck, fiuiher exacerbating the 

^ already serious problems on the state and local roadway network in the region. The Draft 

Environmental Assessment issued by the STB's Section of Environmental Analysis on April 9, 

2010, shows that more than 71,000 trucks would be added to Maine roads as a result of the 

abandonment. Increases in the number of trucks increases the risk of fatalities, injuries and 

property damage, in addition to the increased wear and tear on existing roads and bridges and 

increased air pollution form diesel emissions.. 

i 
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MameDOT's goal is, and has always been to ensure the continuation of the essential 

freight rail services provided over the Abandormient Lines in order to enhance the economic 

health and competitiveness (and survival) ofthe region and its communities. Preservation of rail 

service by preventing the lines firom being abandoned would enable local companies to manage 

their transportation costs and allow for greater investments in their workforce and productivity. It 

would also enhance the economic viability of the region and increase the safety of the general 

population by keeping truck traffic off the local roads in the region. 

B. Relationship with MMA 

MaineDOT supported the bid that MMA submitted to the BAR Bankmptcy Trustee 

because MMA sought to acquire all ofthe BAR system in Maine and appeared to have adequate 

capital for the purchase and operations ofthese lines. At that time, MMA seemed committed to 

operating the system for the long term. Recognizing the importance of keeping the former BAR 

system intact, then Governor King and subsequently Governor Baldacci agreed to make 

significant investments of State funds in MMA's rail infirastmcture to assist the MMA's capital 

program and put the lines in a state of good repair. The commitment of MMA to operate the 

entire system for at least 10 years, and the State's reliance on this commitment, is shown in a 

2002 exchange of correspondence between Ed Burkhardt, President and CEO of Rail World, Inc. 

(the successful bidder for the BAR assets), and current Chairman of the Board of MMA, and 

John Melrose, then-Commissioner of MaineDOT. Copies of the correspondence are attached 

hereto as Exhibit A. 

Based on these commitments, MaineDOT has provided approximately $10.5 million in 

direct State grants to MMA since 2002 under the terms and conditions of a series of Rail 

Funding Agreements dated March 12,2003, March 12,2005, May 1,2006, and May 21,2009, as 
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amended and modified (the "Agreements"). Copies ofthe Rail Funding Agreements are attached 

hereto as Exhibit B. As consideration for the State's investment in its rail infrastructure, MMA 

warranted that it would continue operations on the entire system of rail lines acquired from BAR 

for ten years from the date of each Rail Funding Agreement and agreed that, if it sought to 

abandon any portion of its rail system, that the State could require repayment according to a 

formula set forth in the Rail Funding Agreements. Uixler the terms of the Rail Funding 

Agreements, I calculate that $4.95 million in repayment obligations have been triggered by 

MMA's filing of its abandonment application. A copy of my calculations are attached hereto as 

Exhibit C. 

To protect the State's investment, MMA agreed to grant the State a firsrpriority security 

interest in the rail assets purchased with State fimds. When in 2005 MMA needed additional 

fimds for capital projects and to refinance its debt, the State facilitated MMA's $34,000,000 loan 

fi^om the Unites States (represented by the Secretary of Transportation, acting through the 

Administrator of the Federal Railroad Administration ("FRA")) (the "RRIF Loan'O, by 

subordinating its security interest to the lien ofthe FRA mortgage. A copy ofthe Subordination 

1̂̂1 Agreement is attached hereto as Exhibit D. 

jl C. Net Liquidation Value 
JOT 

In cormection with this statement, I have reviewed the Abandonment Application filed by 

the MMA and MMA's calculation of Net Liquidation Value ("NLV") for both the track and 

track materials, and for the real estate. 

In cormection with the NLV ofthe track and track materials, I note that the salvage costs 

do not include the costs of restoration ofthe public crossings. MMA's application identifies 58 

signalized public crossings; however, the FRA database shows 98 public at-grade crossings of 
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the Abandonment Lines. After consultation witli MaineDOT engineers and based on my own 

experience, I estimate that the cost of restoration of each crossing, including repaving, is a 

minimum of $8,000.' Accordingly, the total costs related to restoration of all of the public at-

grade crossings conservatively would be $784,000. The NLV for the track and materials should 

be reduced by that amoxmt. 

I also note in my review of MMA's Application that the land valuation it provides is 

based on assumptions conceming the quality of the title conveyed by the BAR Bankruptcy 

Trustee. Members of MaineDOFs Title Office staff reviewed the BAR schediiles, and the title 

insurance policy issued by Lawyers Title Insurance Corporation when MMA made its purchase, 

as well as a sampling of 122 deeds covering approximately 70 miles of conveyances. They 

found that 94 deeds (77%) conveyed fee title, and 28 deeds (23%) conveyed less than a fee^; 

however, the fee deeds represented only 37 miles (53%), with 33 miles (47%) being less than 

fee. MaineDOT believes that this analysis indicates that there is more property for wliich MMA 

does not have fee title than is reflected in the Tardiff Verified Statement; however, it is not yet in 

a position to estimate how much additional property should be excluded firom the NLV 

calculation. MaineDOT's conveyance review continues.^ 

Additionally, a senior appraiser fix>m MaineDOT's Property Office, Raymond Quimby, 

reviewed the land valuation that MMA included as part of its calculations of NLV. A copy of 

Mr. Quimby's Report is attached hereto as Exhibit E. As is evident fiom his Report, Mr. Quimby 

' This estimate relates to a single track crossing a standard two lane road. Of course, with 
multiple tracks, wider roads or crossing at a tangent, the costs would be greater. 
^ "Fee" was a voluntary deed conveyance with no reverters. If qualifying language (such 
as "for railroad purposes only") appeared only in the Meaning and Intending clause, it was 
treated as fee. "Less than fee" includes county commissioner award's, easement conveyances or 
deed with qualifying language in the granting clause, or actual reverter language. 
^ MaineDOT expects to have a definitive analysis by the time it would be required to 
submit an offer of financial assistance. 
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takes exception to the corridor valuation that is part ofthe Gottlieb Verified Statement. Among 

other issues, Mr. Quimby notes (1) the corridor contains at least 66 miles of right-of-way for 

which MMA acknowledges it is without fee title; (2) in determining "highest and best use," 

public interest, and thus sales to the State of Maine for the public interest, should not be 

considered as they do not represent an economic use; (3) the comparable corridor sales were for 

much shorter distances than the 233 miles being abandoned here; and (4) the assumption that the 

corridor could be broken up and sold in pieces does not account for segments that might not sell. 

i|| Accordingly, the corridor valuation should not be considered in the NLV calculation for the real 

estate. 

D. Conclusion 

For all of the reasons set forth above and in the State's Protest to which this' Verified 

Statement is attached, the State believes that the requested abandorunent should be denied. 

i-i 
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VERIFICATION 

I, Nathan Moulton, I&ector, Rail Program of the Maine Department of Transportation,^ 

Office of Freight Transportation, verify under penalty of perjury that statements contained in the 

foregoing Verified Statement are true and correct to the best of my knowledge and belief 

Further, I certify that I am quaUfied and authorized to file this Verified Statement 

Executed on April 20,2010. 

Nauian Moulton 
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Nathan E. Moulton - Professional Profile/Relevant Experience 

Director, Rail Program, MaineDOT, Office of Freight (2004-Present) 

Oversight of planning, development and implementation of rail transportation programs and 

services for the State of Maine. Work includes: 

-Rail program and policy development 

-Asset management of 320 miles State-owned rail lines, facilities and structures 

-Oversight to 3"* party rail operators on State-owned lines 

-Rail system evaluation and real estate procurement 

-Policy work with private railroads, businesses, rail planning and logistics studies 

Deputy Director, Northern New England Passenger Rail Authority (NNEPRA) (1999-2004) 

Rail line rehabilitation and startup of Downeaster Passenger Rail service 

-Daily oversight and management, completion and closeout of $62M rail rehabilitation,. 
station and support ̂ cility construction project. 
-Assist Executive Director in startup and management of Downeaster Passenger Rail 
Service operating over two host railroads and through 3 states-in a 116 mile rail corridor 
between Portland ME and Boston MA operated by AMTRAK. 
-Provide financial management and federal/state compliance functions for NNEPRA. 

Capital Programs Administrator, MaineDOT, Office of Passenger Transportation (1993-1999) 

Oversight of non-highway capital and construction projects at MaineDOT 

-Oversaw procurement of transit vehicles and equipment on behalf of the State, 

contracting and construction oversight on transit projects. 

-Project/Grant management and compliance for all Federal Transit Administration and 

Federal Rail Administration projects in MaineDOT passenger office. 

External Auditor, IVIaineDOT, Office of Audit, (1988-1990) 

Performed Federal and State financial and compliance audits on railroads, utilities and 
consultants with contracts with the State of Maine on behalf of funding agencies. 

Education - Bachelor of Science - Business Administration, University of Maine, 1987 

- Certificate, USDOT Freight Academy, Rutgers University, 2008 
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Melroae, Joliu G 

Fran: IMrau^JriinQ 
Sane lltnd8KUDCh11,20DB«1TPU 
T« Bdir.lWat 
BiiblMt: ••'W:CapUEitpandkiicPngram-AippailtamGM*all'af« 

—OrigkHlt 
Franc Edimart BuiUiaidl |jnialllo»aburlihaiiltOialHOfllMnccon4 
Sant SundBf. MaichlO. 2002 8:38 AM 
Toe John MehDse (EnnalO 
Cc Robort EUar C&mal): Mufc Rosnar aenn KobK Charies Olscnc 
CathyAUana 
Subject CapM ExpendhMre Piasiam - Support tarn State cf Maine 

DearJoim 

Thaita ior amRglng Iha meattig wlh Ihe Gawemor, and dao b r Vie Bood 
dlaousdon OD MMUVa plans tbr «w BAR property and the objediveg of Ihe 
State. lamJ^a•lin^l^nead«Mhlllale«•lafB^lpertweanrac•i*inB1ra^l 
your depajinieiA and odiBrunte of file Stale ocvemiiicnL 

I would Dke Ig aunvnaite our piopoaal k) you, iatikig aeoounl of our 
dlBcinBlons. aa faHowa: 

1. n i e Stele is heposKiDn ID oomril In grants $2,700,000 per year for 
tfie I M bMD joam ol our operatoii, and Seotuno In Ita D M year, 
assuming a mataMngoonMutien by I ta lalway. 1ta*pn!|BerwHto 
capOai lenemda ttfeuglioiit MMaA<» cyatom In the State. 

'jg 2. I l i a State wouki agiee to auppoit a condnuetlan of this larai or giant 
funding for a fho year period, contfnoBBt on appnipilBltant M n g avdabla 
ftom I ta L^i^stehira. INasamldiequlieanaddllionsmiOOWIOtnlta 
UiH year. M d BJCOMO h eaoh of t ta burth and n h yspiB. 

3. MMBAtmuUeVBetBasagmaebllgattontoconipletofwCaiUiau-
LUneaHna lahaUtelon cumnlyUi plBBB kl Ofdar to aeeesa S1.8 mlfen 
appnpriated for this praQiBni,inth such hnds kidudad httani \ abovOL 

4. MklfAwniklaarae to noMaln and opaiBMRi enure nelNnriiirittaStete 
for a peiiad ol 10 yeaia, sukieet to a piiHate Mund of I ta Bianl funds 
fiom sitvaga racnwy ihoukt any Ine abadenmaniB take piaoa during Ow 
peilod. ForexBnpfa^ If an abandonment look place bl I ta liflh year, the 
State would reoower aO% of Ha total grant liinda lip to Sie I B M vekJe of 
I ta sah^B luoovQiy tom I ta partfcular atandonmenL 

WoiM yea ptoaaesoraldBr I ta above and i ^ m s your oonanenta. Ake^pleaaa 
adviae V you Bie wUlkig to enter Into en agiesRieni ODwring our 
airanBenwnt MtowHaeadalbniundsrstandirtoasapaitafaurflnBllGB 
iiuHoUiuoiUi. 

Ihanks far your support bl Ms. We hatra made good prapesswUilto 
Tnialee and wBi olher Bspecte of our praposaC and hope to ckae in May or 
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STATC OJF MAINS 
D E P A R T M E N T O F T R A N S P O H T A T I O N 

IS STATE HOU5B STATION 
AUGUSTA, MAINS 

04333-0O16 

ANGUS S.KINGtJli JOHN<lMBJiflSE 
*«««" A p r i l 3 , 2002 

Mr. BiSwaxxl-Burlchardt, P r e s i d e n t £ CBO 
R a i l World, I n c . 
B60a n e a t Bryn f4awr Avenue 
Suitie SOON 
Chicago, Illinois 60631-3579 

m Dear Bd: 

Thank you Eox youtf e-mail dated March 11, 20D2 (hard copy 
attached), la whictb you BtuoRariso HHSA's proposal regardliog acquisition 
Q£ t:lie BAR aystem, and State participation in efforts to keep Che entire 
systera in active status, t b e D^artioent ia willing to work with MM&A to 
pveserva and redevelop a healthy rail systen serving the northem part 
of Mains. In that light, there are certain Issuea that need further 
clarification. 

The Department has a total of $5.SN potentially Bvailahle to • 
support MN&A° during early yeare oC operation of-the BAR ayBtem.- $1M 
general oblisation hocui funds ara .available £rom the Cu&da reserved for 
use' on the CDAC but unspent as of this date. $3.5M is available from 
the general obligation bonds passed by Maine voters ia the tSoveoiber, 
2003 transportation referendum. An additional $1H, out of the $1.BM set 
aside for the Loring Coimerce Center, may a l e o he available. 

9800,000 o£ the $1.BH waa targeted for track rehabilitation oA the 
Limestone Branch between Caribou axid Limestona, and $1M was targeted for 
siding construction at Loxliig cccmerce Canter. The Coring Development 
Authority has' aulvised that they are seeking an EDA grant .o'C $B00,O0Q, 
with an expected-'Batch-of-9800;aoc-Eraiii-the-SepartinBnt's bond fund^v for-
refaahilitation of track between C&rifaau ahd Limestone, this S1.6N 
public Investment will provide operational track fi>r HH&A from Caribou 
into Limestooe, Suibseqaeat to thia rehabilitation tlie reipalnlng $1M 
would be available to su^ort HMsA's capital funding request if imcA 
guarantees funding for new track construction at Loring when new. 
development by firms suciti as Irving or Laoifa-WeBton require such track. 

The Department is prepared to recommend to the Incondng 
administration that general fund bond regueets be sought to support 
additional grants to NK&A oC $2.7M for oipexatioaal years three through 
five, naturally, both the LeglBlatuxe and. the voters must approve.those 
bonding roqueatSB. Additionally, the I}epartinent's coamitment to make 
such a recotrotezidation, and to provide Cuading for a 5 year period, is 
conditioned upon MHGA's guarantee to natch all State funds dollar Cor 
dollar. 
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Mr. Bdward Burkhardt 
Page 2 
April 3. 2002 

The Department's primary goal throughout the decline aad uLtltnate 
bankruptcy of GAR has been to preserve the entire BAR Eystam in active 
status. An agreement to in-vest $13.5M of piiblic funds in a private 
entity over five yeara must include language to protect that investment 
and to Bupport our primary goal. Therefore, aay agreement imist contain 
language stating that HN&A guarantees a minimum ten year period of 
operation of the entire BAR system. If MN&A abrogates the ten year 
comnitment. thcaa two ccnditions would apply, 

7irBt, iC MMSA files Cor abandonment oE any portion of the BAR 
system vrlthin the first fi-ve years of (^eration, then the Oepaztment 
wotild not be obligated to provide any grant ftuids beyond those provided 
prior to the ahamkninent. Xf HM&A files Cor abandonment of any segment 
of the BAR system after payment by the Defwrtment of the $13.SH, or any 
portion thereof, and before lO years of operation are con^lete, then 
MK&A will repay a percentage of grant funds equal to the nutnber of yeauts 
prior to ten that abanrtonntent is sought divided by ten. 

Second, MHKA ttould grant the Department a first priority security 
interest in all track materials installed uaing public funds. Ths 
Department acquired auch an interest in the track materials installed on 
the CDAC during calendar year 2000. The Departnent would have a right . 
to exercise its priority interest in any section of track that is 
abandoned before the useful life of the track laateriala has expired. 

The Department Is t«illing to enter into an agreemsat with MM6A, and 
we lotsk forward to sitting down with you to discuss terms. I trust you 
understand that this agrsemsnt must have clear language atatiitg that the 
Department oannot commit future legislatures to the grant moniea that 
would he sought for yeara thrae throuo^ five. 

Thank you for taking ttie time to come to Maine and meet with us and 
with Qovernor King. We hope that your discussions with BAR*a trustee 
will prove fruitful and that MH&A will re invigorate the entire BAR 
systen. 

Sincerely, 

O • \ « - ^ - -* -» • * ! T l _ 

G. Melrose 
Commissioner 

JGM/ab 

cc : Brian Hamal 

BSnc. 
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RAIL FUNDING AGREEMENT 

THIS RAIL FUNDING AGREEMENT (the ''Agreement") made on the date last 
signed below by and among MONTKEAL, MAINE AND ATLANTIC RAILWAY LTD. a 
Delaware cwporaboo, having its pnnapal place of business at Noithem Maine Jet Paik, RR#2, 
Box 4S. Bangiv, Mame 04401-9602 ("MMA'l. and the STATE OF MAINE, actmg l^ and 
through Its Department of Tnmsportation, with a mailing address of 16 State House Station, 
Augusta. Maine 04333-0016 (die "State") 

W I I S I S S I I H 
WHEREAS, MMA and the State previously entered into agreements for mfiastnicture 

improvements and those agreements have expired, and 

WHEREAS, die Stale has agreed to provide One Mdlion DoDais (Sl .000.000 00) to 
MMA for specified mfiastnicture imfKOvements fState F u n d ^ . said funds to be denved fiom 
General Obfagabon Btmds fix- rail comdor devdopment work as provided by Pnvate and Special 
Law 1999. chapter 37 and Pnvate and Special Law 2001. Chapter 38, and 

WHEREAS, to memonahze the terms and ooiiditK»is of the State's agreement to provide 
such fiinds to MMA as successor to BAR, die State and MMA desire to enter udo this 
Agreement 

NOW, THEREFORE, for valuable coosidetBtioa, receipt of which is hneljy 
acknowledged, and with the mtent to be legally bound hereby, the State and MMA agree as 
fiillows 

SECTION 1 - PAYMENT OF FUNDS 

I I Subject lo die trains of this Agreement mcludmg the oonlingeiKies set foidi m 
Sechon 2 below, the State heidiy agrees to provide a maximum of One MiUion 
Dolhns ($1,000,000 00) to MMA as successor to BAR m calendar year 2009 to 
eiBible MMA to aoqune and losiall tailroad track matenals on dcsignatfd nul 
hues 

1 2 For pmposes of tins Agreement, expenditures by MMA Sot engineenng. labor, 
equipment, work trams, matching matenal pnqpoly installed m rail lines (mcludmg ties, rail, 
other track matenal, and ballast), and other necessary expenses mcuned by MMA to incorporate 
and install the track matenals are eligible for Runbursement under this Section The State agrees 
to make p^ments on significant quantitaes of high value materials such as welded rad and ties 
y/bat dehvered in order to assist m praject cash flows The State shall have the ngbt to inspect 
all invoiced work and matcnwls pnor to payment of invoices 

1 3 Pnor to funding, die State shall have die ngbt to review and improve tbe scope of 
MMA's woik, estimaies, and work locatmis MMA shall provide transportation for Maine 
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Department of TransportBtion ("MaindXlT'O representatives to and fiom MMA's woifc 
locahons to fenlitate the State's review 

I SECTION 2-CONDrnONS FOR FUNDING 

2 1 The State's obbgahons hereunder are subject to the following conditions If one or 
more of these conditions are not satisfied, the Stale's obligations hereunder diall cease 

a MMA will at all hmes will hold title to and own the real property and assets of 
BAR descnbed in the Asset Purchase Agreement approved by the Uiuted States 
Bankroptcy Court, Dislnct of Mame (Chapter 11 Case No 01-11S6S) under an 
October 9, 2002 Order Apptovrng Asset Purchase Agreements, Aulhonzmg Sale 
of Assets to MMA, and Authonmig AsMgnmcot and Assunqibon of Related 

j|l Agreements Ibe parties agree to exclude non-opeiating real estate 

Bi l l 

i 

b MMA will own and will contanue to own all rait and related cross ties, tie 
joints; tie plates, switch ties, turnouts, switches, anchors and spikes located on the 
Properqr acquired fiom BAR, as well aiqr and all replacements therefore and 
accessions thereto installed by MMA, mcludmg. without lunitatioii, die "Rail 
Assets" as defined m Section 3 betow 

c MMA wiO enter mto the security mstnnnenis descnbed in Sectton 3 below and 
any other secunty instnimeats Rasonably reqmred by the State under terms 
acceptable totfae State m its sole discretion to protect the public investment m rail 
mfiastnicture contemplaied by this Agreement 

d Records of the MMA's costs fiir compensataon under the project agreement 
shaO be kept m aooordance with 2) CFR (Code of Federal Reg îIationB) Part 140 
Subpart I - Rcmibuisemeiil fiir Railroad Work To the extent neeessaiy to venfy 
MMA's cfaaiges and upon die Stales timdy request, copies of such reoords shall 
be made available to tbe State Roooids shall be availdUe for audit tx- review by 
the Slate for a penod of duee (3) years foOowmg final uncfflitesled payment 

e Direct expenses sudi as telefdione, tolls, reproduction costs, per diem (requires 
overnight stay) shall be billed at actDal cost to the Rathoad as defined in 48 CFR. 
Part 31 The leunbursable costs for per diem shall not exceed that allowedly the 
State's AdmBustrahvePohcyMemonndum No 191 Mileage dull be paid at die 
cmrem amount allowed by die State of Mame, Tide S M R S A § IS41 
Reproductaon of plans fin submittal to the State shall be dbaiged at actual costs 
Ax^ rqiroduction costs incurred fiir die MMA's mteinal use are considered 
oveifaead expenses and not diargeable as a direct eiqmse 

saimiiini 
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2 2 As consideration for die State's mvestmcnt m its nul mfiastnicture as set foith 
herem, MMA hereby represents and wanants diat it will not abandon any lme unproved through 
the use of funds m this agreement for a penod of at least 10 years fiom the agreement date If 
MMA abrogates this ten year operating commitment by seekmg to abandon its common earner 
obhgahons as to any portmn of trackage unproved through funding m this agreement before die 
ten years of operation are complete, the State may 

a decline to provide any State Funds beyond those provided pnor to the 
abandonment, and 

b require MMA to repay a percentage of grant fimds That percentage will 
be based on the number of years pnor to ten that die abandonment is 
sought dmded by ten (A ten-year straight line basis) 

l i Exercise by tbe State ofits remedy under Section 2 2(b) and payment Iqr MMA ofthe required 
fiinds shall terminate the State's remeily umter Section 4 

SECTTON 3-COLLATERAL 

3 1 MMA's obhgatioiis to the State hereunder shall be secured t ^ a secunty interest 
m the followmg pnipeity of MMA pursuant to the Subotdination Agreement dated 3/2S/QS 

a all nul and related cross ties, tie jomts, tie plates, switch hes, switches, anchors, 
qnkes, and other related track matenals incorporated or installed m or attached to 
the real property descnbed u Exhibit A heieto (tbe "Property") whu:h are paid for 
with Funds provided to the MMA as successor to BAR bf the State pursuant to 
the tenn of dus Agreement (dw'%ul AsaetO> xxl 

b allproeeedsfionany sale or transfer ofany ofthe Rail Assets unless specifically 
pemulted by the terms of the Secunty Agreenoeat 

3 2 As a ixeoondition to the provision of State Ftands under this Agreement, MMA''s 
grant of a security mierest m the Rad Assets as set forth above must be evidenced by a Ptarehase 
Money Security Agreement and Financmg Statement m a form sabsfaclmy to the State together 

I widiaiiy odier docuiiientsRasoDdilyreqiiiRd for d » State to obtam a peifected secunty mierest 
m die Rail Assets, consistent widi the SubardmaHon Agreemenl dated March 2S, 200S For die 
purposes <^ dus secbon, die parties agree to execute appropriate amendments to the Purchase 
Money Security Agreement and Financing Statement dated ooncuireatly with the execuboo of 
this Agreement 

3 3 Sutgect to the agreement of Ihe State and MMA, will be penodically revise to 
reflect die scope of woik fmanced under the provisions of this Agreement 

SECTION 4 - DEFAULT AND REMEDIES 

MMA herdiy agrees dial its failure to comply with any of the tenns, condihons and 
warranhes set forth herem shall constitute an "Event of Defanir under diis Agreement Upon 
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tbe OGciurence of an Event of Default, in addition to any other remedies provided herein, the 
State shall be entided to recover fiom MMA an amount equal to the value ofthe Rail Assets at 
the tune of the Event of Defkuh ("Value Recoveiy Remedy"), and upon demand for and receipt 
of such amount, the State's security interest m the Rail Assets shall terminate The value of the 
Raul Assets at the lime of the Event of De&ult shall be calculated usmg straight line, 20 year 
dqneciataon An Event of Defoult under any secunty mstniments heM by the Umted States of 
Amenca, or any other lender holding secunty interests m the Rail Assets diaU also constitute an 
Eventof Default under t h s Agreement Exeicisedby the State of its Value Recoveiy Remedy 
under tins Secbon 4 and recovery of such fiinds from MMA shall lermuiate the State's remedy 
under Secbon 2 2(b) 

SECTION S - GENERAL PROVISIONS 

5 1 This Agreement mity be executed m counterparts, all of vihiA together shall 
consbtute one and the same msbument 

S 2 No amendment of dus Agreement shall be efiective unless it is m wnting and 
signed by all ofthe parhes hereto 

5 3 This Agreement and the nghts and oUig^ons of die parties hereunder shall be 
construed and governed by the laws of the State of Maine, without reference to choice of law 
rules 

S 4 This Agreement is not assignaUe by MMA without the express wntten consent of 
the State 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK/ 
SIGNATURES FOLLOW ON NEXT PAGEl 
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IN WTFNESS WHEREOF, die parties hereto have executed dus Agreement and made it 
effective as ofthe date last signed bdow 

^V 
DateSigned JT^tNooi^AlI.2009 

-T^>^ ̂  A^k'San.^gU^ 

MONTREAL, MAINE AND ATLANTIC 
RAILWAY 

PnntName TSaaSKr ^ ^uft^^Aoi? 

Date Signed J u ^ n / 2009 

Witness 

STATE OF MAINE, actmg by and through Its 
DEPARTMENT OF TRANSPORTATION 

Ql, 
ByT3(KdA By TRRodA Cole, Commissioner 

I 
^ 
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EXmBITA 

As part ofthe Montreal, Maine and Atlantic Railway Ltd (MMA) agreement widi die State of 
Mame Department of Tranqxntation (MDOT), MMA commits to not abaadonmg die foUowmg 
rail luies for a penod often yeais from tbe date of dus agreement The hues that this agreement 
includes are as follows 

MAINLINES 

The mam line ofthe fonner Bangor A Aroostook Radroad fiom Searqxxt Maine (MP 0 12)to 
Madawaska Mame (MP 263 33) This hne mchides die folbwing subdivisions 

• Searsport 
f, • Mdlmocket 
"^ • Madawaska 

W, The mam line ofthe foimer Canadian Pacific Railway fiwn Brownville Junction (MP 00) to d a 
US/Canadian border at Boundary Maine (MP 101 7) This lme mdudes the folfowing 
subdivisions 

• Moosdwad 

BRANCH LINES 

The Ibllowiiig branch Imes of the fonner Bangor and Aroostook Railroad will be operated 
• 'Van Buren Subdivision fiom Nbdawaska Mame (MP 0 0) to Van Buren Maine (MP 

241) 

B > Presque Isle Subdnnsion fiom Squa Pan Mame (MP 0 0) to Presque Iste (MP 25 3) 
• Houlton SubdivisumfinmOdcfiekl Mame (MP 00) to Houlton Maine 0 ^ 1 6 9) 
• FmtFanfieldSubdrvisionfinm Presque Isle Mame (MP 00) to Easton Maine (MP 100) 
• KISubdiviSNHifima Brownville Maine (MP 085) to Brownville Junction Maine (MP 

al 374) 
• East MiUuucket Subdivision fiom Milhnodcel Mame (MP 00) to East Mdhnocket 

m Mame(MP6l9) 

MMA will keep m place die contiguous rad netwoifc listed above but reserves the night to aher or 
remove tracks dial are not economiGally viaUe sudi as sidmgs and yard trades 

VUJWIIIFM 
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CT » 20090608000000006893 
CSN: 26067 

MODIFICATION W T O RAIL FUNDING AGREEMENT 

MDOT PROGRAM/DIVISION/OFFICE: Frt leht TraaaDortatioB 
IMODOT CoDlact Person: Natfcaa MoalloB 

l y p e of Sendees: RaflProerani 

noject Location: Statewide 
State P.I.N. ff: 016001.00 
Federal P.I.N. #: N/A 
Appropriation #: 1769 
Vendor Ciistonier H: VClO0OO6Sg3l 

Original Agreement Maximum Amount: 1.000.0O0.0O 
Mgaial Agreement Expiration Date: 12/31/2009 

Modified Agreement Maximum Amount: N/A 
Modified Agreement Expiration Date: 12/31/2010 

M 

This Modification hereby amends a RaU Fuading Agrecoient tfiat was executed by the Department on 
June 08,2009 with Montreal, Maine, & Atlantic for n i l improvcmeats services for the above 
referenced project as follows: ' 

1. The Expiration Date of the Cooperative Agreement shall be extended from December 31.2009 to 
December 31.2010 due to delays in deliveiv of materials to complete work. 

2. The services to be provided under this Cooperative Agreement shall be modified by 
N/A 

i 

3. The maximum amount ofthe Cooperative Agreement shall be incieascd by: S N/A ^ fh>m 
S N/A to S N/A due lo a change in scope of work as provided in Appendix lo 
this Modification. 

All odier terms and conditions of the original Project Agreement shall remain in effect The Department 
and MoatreaL Maiae. St Atlantic by their duly authorized representatives, have executed this 
modification to said original Project Agreement on the dale last signed below. 

MONTREAL. MAINE, A ATLA] 

Br. J^tU^M'/ 
(Signature) 

MAINE DEPARTMENT OF TRANSPORTATION 

^ f X i X ^ A ^ 
(Signann) 

Robert C Grindrod. President CEO 

(Dale Signed) 

David A. Col Cole. CommiBloner 

OaRSigncd) 

f̂fe>difical•on to Coopcralive Agnemenls - Rev. I2-S-06 

l e ^ o c ^ ^T l ^o=> 
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Track Work in Progress - CT - 17E - 20090608000000006893 - 3 
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Data Submhtad. 11/16/2009 SulmnJttBr: Kendra Gero 
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RAIL FUNDING AGREEMENT 

THIS RAIL FUNDING AGREEMENT (the "AgreemenO made on the date last 
signed below by and among MONTREAL, MAINE AND ATLANTIC RAILWAY LTD, a 
Delaware ootpoiation, having its principal place of business at Northem Maine Jet. Paik, RR^ , 
Box 4S. Bangor, Maine 04401-9602 ("MMA"), and die STATE OF MAINE, acting by and 
through its Department of Transportation, virith a mailing address of 16 State House Station, 
Augusta, Maine 04333-0016 (Ifae "State"). 

W I T N E S S E T H : 
WHEREAS, MMA and the State previously entered into agreements for infrastructure 

improvements and those agreements have expired; and 

WHEREAS, the State has agreed to provide Two Million One Hundred Thousand, 
Seventy Three Dollars ($2,100,073.00) to MMA for specified infrastructure improvements 

fjj, ("State Funds"), said fiinds to be derived from General Obligation Bonds for rait conidor 
development work as provided by Private and Special Law 1999, chapter 37 and Private and 
Special Law 2001, Chapter 38; and 

WHEREAS the State recognizes that the amount provided by diis agreement is $599,927 
less than the amount originally proposed for this project and agrees in good faith to pursue this 
remaining amount in future funding for award to the MMA. 

pt-

K 

u 

WHEREAS, to memorialize the tenns and conditions ofthe State's agreement to provide 
sudi funds to MMA as successor to BAR, the State and MMA desire to enter into this 
Agreement. 

NOW, THEREFORE, for valuable consideration, receipt of which is hereby 
acknowledged, and wiA die intent to be l^ally bound herdiy, Ae State and MMA agree as 
follows. 

SECTION 1 - PAYMENT OF FUNDS 

1.1 Subject to die terms of this Agreement including the contingeacies set forth in 
Section 2 below, the State hereby agrees to provide a maximum of Two Million 
One Hundred Thousand, Seventy Huee Dollars ($2,100,073.00) to MMA as 
successor to BAR in calendar year 2006 to enable MMA to acquire and install 
railroad track materials on designated rail lines. If additional fimding becomes 
available for this project, the maximum amount shall be inoeased and fiinds will 
be added to this agreement by amendmoit. 

1.2 All payments of State Funds shall be matched by MMA on a dollar for dollar 
basis. For purposes of this Agreement, expenditures by MMA for engineering, labor, equipment, 
work trains, matching material properiy installed in rail lines (including ties, rail, other track 

Aosntu-ia/M 
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material, and ballast), and other necessary expenses incurred by MMA to incorporate and install 
the track matoials eligible for reimbursement by the State hereunder shall qualify as matching 
expenditures under this Section. The State agrees to make pqtnents on significant quantities of 
high value materials such as welded rail and ties whoi delivered in order to assist in project cash 
flows. The State shall have the ri^t to inspect all invoiced work and materials prior to payment 
of invoices. 

1.3 Prior to fiinding, the State shall have the right to review and approve the scope of 
MMA's woik, estimates, and work locations. MMA ^all provide transportation for Maine 
Department of Transportation ("MaineDOT'^ representatives to and from MMA's work 
locations to facilitate the State's review. 

SECTION 2-CONDrnONS FOR FUNDING 

2.1 The State's obligations hereunder are subject to the following conditions. If one or 
more of these conilitions are not satisfied, the State's obligations hereimder shall cease. 

a. MMA will at all times will hold title to and own the real property and assets of 
BAR described in the Asset Purchase Agreement approved by the United States 
Bankruptcy Court, District of Maine (ChaptCT 11 Case No. 01-11565) under an 
October 9, 2002 Order Approving Asset Purchase Agreements, Authorizing Sale 
of Assets to MMA, and Authorizing Assignment and Assumption of Related 
Agreements. 

b. MMA will own and will continue to own all rail and related cross ties, tie 
joints, tie plates, switch ties, turnouts, switches, andiors and spikes located on the 
Property acquired fiom BAR, as well any and all rqilacements therefore and 
accessions thereto installed by MMA, including, without limitation, the "Rail 
Assets'* as defined in Section 3 bdow. 

c. MMA will enter into the security instruments described in Section 3 bdow and 
any other security histiuments reasonably required by the State under terms 
acceptable to the State in its sole discretion to protect the public investment in rail 
infrastructure contemplated by this Agreeoient 

d. Records of the MMA's costs for cranpensation under the project agreement 
shall be kept in accordance with 23 CFR (Code of Federal Relations) Part 140 
Subpart I - Reimbursement for Railroad Work. To the extent necessary to verify 
MMA's enlarges and upon the States timely request, copies of such records shall 
be made available to the State. Records shall be available for audit or review by 
the State for a period of three (3) years following final uncontested payment 

e. Direct expenses such as telephone, tolls, reproduction costs, per diem (requires 
overnight stay) shall be billed at actual cost to the Railroad as defined in 48 CFR, 
Part 31. The reimbursable costs for per diem shall not exceed that allowed by the 
State's Administrative Policy Monorandum No. 191. Mileage shall be paid at the 
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cunent amount allowed by the State of Maihe, Title S MJLS.A. § 1541. 
Reproduction of plans for submittal to the State shall be charged at actual costs. 
Any reprodoction costs incurred for the MMA's intemal use are considered 
overhead expenses and not chargeable as a direct expense. 

2.2 As consideration for the State's investment in its rail infrastructure as set forth 
herein, MMA hereby represents and warrants that it will continue operations on the entire system 
of rail lines acquired from BAR as more particulariy set forth on attached Exhibit A (the "BAR 
System") for a period of ten years fiom the date of this Agreement If MMA abrogates this ten 
year operating commitment by seeking to abandon its common carrier obligations as to any 
portion of die BAR System before the ten years of operation are complete, die State may: 

a. decline to provide any State Funds beyond those provided prior to the 
abandonment; and 

b. require MMA to rqiay a percentage of grant fimds. That percentage will 
be based on &e number of years prior to ten that the abandonment is 
sought divided by ten. (A ten-year straight line basis) 

Exercise by die State of its remedy undo' Section 2.2(b) and payment by MMA of the required 
fimds shall terminate the State's remedy under Section 4. 

SECTION 3 - COLLATERAL 

3.1 MMA's obligations to the State hereunder shall be secured by a security interest 
in the following property of MMA pursuant to the attached Subordination Agreement 
(Attachment A) dated 3/25/05: 

- a. all rail and related ooss ties»-tie joints, .tie plates, switch ties, switches, anchors, 
spikes, and other related track materials incorporated or installed in or attached to 
the real propoty described in Exhibit B hereto (the "Property") wUdi are paid for 
with Funds provided to the MMA as successor to BAR by die State pursuant to 
the temi of dus Agreement (the "Hail Assets"); and 

b. all proceeds fimn any sale or transfer of any of the Rail Assets unless specifically 
permitted by die terms ofthe Security Agreement 

3.2 As a precondition to the provision of State Funds imder this Agreement, MMA'*s 
grant of a security interest in the Rail Assets as set forth above must be evidenced by a Purchase 
Money Security Agreement and Financmg Statement in a foim satisfactoiy to the State together 
with any other documents reasonably required for the State to obtain a perfected security interest 
in the Rail Assets, consistent with die Subordination Agreonent dated March 25, 2005 and 
attached hereto as Attachment A. For the purposes of this section, the parties agree to execute 
appropriate amenihnents to the Purchase Money Security Agreement and Financing Statement 
dated concurrently with the execution of this Agreement 
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3.3 Subject to the agreement ofthe State and MMA, Exhibit B will be periodically 
revised to reflect the scope of work financed under the provisions of this Agreement 

SECTION 4 - DEFAULT AND REMEDIES 

MMA hereby agrees that its foilure to comply with any of the terms, conditions and 
warranties set forth herdn shall constitute an "Event of Default" undo' this Agreement Upon 
the occurrence of an Event of Default, in addition to any other remedies provided herein, the 
State shall be entitled to recover from MMA an amount equal to the value of the Rail Assets at 
the time of the Event of Defoult ("Value Recovery Remed/'), and upon demand for and receipt 
of such amount, the State's security interest in the Rail Assets shall temiinate. The value of the 
Rail Assets at the time of the Event of Default shall be calculated using sb:aight line, 20 year 
depredation. An Event of Default under any security instraments held by the United States of 
America, or any other lender holding security interests in the Rail Assets shall also constitute an 
Event of Default under this Agreement Exercised by tbe State of its Value Recovery Remedy 
under this Section 4 and recovery of such fiinds from MMA shall terminate the State's remedy 
under Section 2.2(b). 

SECTION 5 - GENERAL PROVISIONS 

5.1 This Agreement may be executed in counterparts, all of which together shall 
constitote one and the same instrument. 

5.2 No amendmoit of this Agreement shall be effective uidess it is in writing and 
signed by all ofthe parties hereto. 

5.3 This Agreement and the rights and obligations of the parties hereunder shall be 
construed and gpvemed by the laws of the State of Maine, without reference to choice of law 
rules. 

5.4 This Agreement is not assignable by MMA without the express written consent of 
the State. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK/ 
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JH WITNESS WHEREOF, the parties hereto have executed this Agreement and made it 
effective as of the date last signed below. 

•lai 

Date Signed: ^ « ^ ' . 200if L 

Witaess M U 

Date Signed: ^ ^ ' ^ ^ ^ . 20(y4 

MONTREAL, MAINE AND ATLANTIC 
RAILWAY 

By. 

Print Name: '^klGiT'^- ( ^ ' ^ ^ H / 5 ^ 

Title: A ^ S / ^ S n / T - ^ ^ ^ d 

STATE OF MAINE, acting by and through its 
DEPARTMENT OF TRANSPORTATION 

R ^ - t ^ — 
By: David A. Cole, Commissioner 

i 
r 

«2yD6 11:10 AM 
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EXHiBrrA 

As part ofthe Montreal, Maine and Atlantic Railway Ltd. (MMA) agreement with the State of 
Maine Department of Transportation (MDOT), MMA commits to not abandoning the foUowing 
rail lines for a period often years fiom the date of this agreement The lines that diis agreement 
includes are as follows: 

MAIN LINES: 

The main line ofthe foimer Bangor & Aroostook Railroad finm Searsport Maine (MP 0.12) to . 
Madawaska Maine (MP 263.33). This line includes the following subdivisions: 

• Searsport 
• Millinoi^et 
• Madawaska 

The main line ofthe former Canadian Pacific Railway fiom Brownville Junction (MP 0.0) to the 
US/Canadian border at Boundary Maine (MP 101.7). This line includes the following 
snbdivisioiis: 

• Moosehead 

BRANCH LINES: 

The following branch lines of the former Bangor and Aroostook Railroad will be opoated: 
• Van Buren Subdivision from Madawaska Maine (MP 0.0) to Van Buren Maine (MP 

24.1) 
• Presque Isle Subdivision fiom Squa Pan Maine (MP 0.0) to Presque Isle (MP 25.3) 
• Houlton Subdivision firom Oakfield Manie (MP 0.0) to Houlton Maine (MP 16.9) 
• Fort Fairfield Subdivision fix>m Presque Isle Maine (MP 0.0) to Easton Maine (MP 10.0) 
• Limestone Subdivision fcom Presque Isle Maine (MP 0.0) to Limestone Maine (MP 

29.85) 
• KI Subdivision fivm Brownville Maine (MP 0.85) to Brownville Junction Maine (MP 

3.74) 
• East Millinodcet Subdivision from Millinocket Maine (MP 0.0) to East Millinocket 

Maine (MP 6.19) 

MMA will keep in place the contiguous rail network listed above but reserves the right to alter or 
ronove tracks that are not economically viable sudi as sidings and yard tracks. 

«2S«611:10 AM 
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AttachmenttA ^ 

Penobscot 

SUBORDlNAnON AGREEMENT 

For good and'valuable consideratiQa, the STATE QF MAINE acttag by and thiougjh its 
Department of- Tiaosportation, with a mailing address of 16 State House Station, Augusta, Maine 
Q4333-0016 ("MDOT) holder of a security intwest in certain real or personal property and/or 

[ fixtures, evidenced by a UCC Financing Statemmt recorded at the Penobscot County Registry of 
I Deeds in Book 9631, Page 164, hereby subordinates tbe lien of said security interest to the lien ' 

of a Mortgage, Security Agreement and Financing Statement in the original'principal amount of 
Thirty-Four Mfllion Dollars ($34,OCf0,0OO.OO) from Monfrca], Maine & Atiantic Railway, Ltd., a 

. Delaware limited liability compaiiy, to the United Statss of America, rqjtesaitjed by the' 
Secretary of Transportation acting' duough the Administrator of the Federal Bkilzoad 

em. Admimstration (the 'FRA") (Hie "Mortgage") and agijse that tiw Mortgage once execiited, 
I I delivered and recorded shall have joiorfty over tbe above-referenced security interest held by . 

MDOT as if the Mortgage had been duly executed, d&livered and lecoided prior to the execution 
and debveiyofsaidseciuity interest to MDOT and prior fo tbe recording ofsaid UCC Financing \ 

M StaienientbyMDOT. ? 

IN'WiiKESS WHEREOF, the STATE OF MAINE, acting by and through its 
Department of Tnmsportation, has caused Ms Subordination Agreement to be executsd by j 
b>fi Vlt> A, COCS its r.f>MlVlt^^t g/i/F/gtberemrto duly authorized this day of 

• Maich.2005. . • 

I 
L J 

WITNESS: . • STATE OF MAINE DEPARTMENT 
OF TRANSPORTATION 

^ ^ Q ^ ' ^ k e ^ y y i ^ y ^ u u ^ i / i ^ B y : _ _ ^ 

Bs: Qg/̂ /HiSr/O/̂ /gjg. 
PiintName: havxD A-Coue. 

STATE OFMAINE . .. 
COUNTY OF KENNEBEC, SS. March 2 ^ 2005 

Personally appeared flie above-named "t>A^'0 ft . C n ' ^ C O M M T ^ S ' at-^gg 
of the Maine Dq>attineat of Transpoitation, as aforesaid, who acknowledged the foregoing 
instrument to be his/her free act and deed in his/Her said edacity and die free act and deed of the 
Maine Depailment of Transportation. 

Before me, » 

— ^^i^mms. 

Nota^ Public/Attomey-at-Law 
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FIRST AMENDMENT TO 
RAIL FUNDING AGREEMENT 

AGREEMENT NUMBER U067061034 
PIN01Z14S.0O 

This Fust Amendment to Rail F^mdntg Agreement (the "Fust Amendmenn IS 
made and catered into on flns Z ? ^ day of ^<^«^<rrf7^ . 2006. by and between 
MONTREAL, MAINE & ATLANTIC RAILWAY, LTD., a Delawse coiporatiOD, 
havmg lis principal place ofbusuess at Notbem Maine Jet Paik, RR #2, Box 45, 
Bangor, Mame 04401-9602 ("MMA'O and the STATE OF MAINE, acting by and 
tfatouf^ Its D^MTtment of Transportation, with a mading address of 16 State House 
Station, Augusta. Mame 04333-0016 (die "StateT') 

WHEREAS, MMA and the State entered mto a Rail Rinding Agreement dated 
June 9,2006, the ("Agreeuiait'T, whereby the State, under the terms and OBiditioiis set 
foidi m die Agreement, agreed to provide to MMA as successor to file Bangor ft 
Aroostook Radroad Conpany oeitaw fiinds to be denved fiom General Obhgation Bonds 
fin* rail comdor development woric as jnovided by Pnvate and Special Law 2001, cfaqiter 
38, and, 

WHEREAS; MMA has requested Aat S262,411 m State funds not expended m 
the calendar year 2005 contract be brought forward to be used m calendar year 2006. and. 

WHEREAS, dw State agrees that these funds should be l«Dogbt forward to be 
used for the ongping cqiital piojects, and, 

WEDEREA5, the parties have agreed to amend the tenns of die Rail Ftandmg 
Agreement accovdin^y 

NOW, THEREFORE, m considerabon of tihe foregpmg and other good and 
vahiabic omsideration, the parties do hereby agree as follows 

1 Paraeraph3,PagBl,isherd>yrq)Iacedmilsentirefy1}ytbefidIowmg 

WHEREAS die State has agreed to provide 1\vo Milbon. Ihree Hundted 
S» ty Two Thousand, Pour Hundred Ei^ily Fimr Dollars ($2,362,484 00) 
to MMA for speafiedinfiasCmcbne improvements es ta te Funds"), sad 
fiinds tobe doived fiom General Obhg^tion Bonds for rail comdor 
development work as jHovidcd by Pnvate and Speaal Law 1999, clu^iter 
37 and Pnvate and Special Law 2001. Chqiter 38. and 

2 Paragriqih 1 I of Section 1- Payment of Funds is hereby replaced in its 
enturety by the followmg 

X ^ o c 13' .^t*o 
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1 I Subject to die tenns oftliis Agreement mcludmg the 
. contmgenacs set foitfa m Section 2 below, die State hereby agrees 
to provide a maximum of Two Mdbon, Three Hundred Sixty -
Two Thousand, Four Hundred Eighty - Four DoIIais 
($2,362,484 00) to MMA as successor to BAR m calendar year 
2006 to enable MMA to acquire and install raiboad track 
materials <m designated lines If additiraial fundmg becomes 
available for tins protect, die maximum amount shall be increased 
and fiinds will be added to ths agreement by amendment 

All other terms and conditions of die Rail Funding Agreemeat shall 
remam m fiill force and effect 

IN WITNESS WHEREOF, the parties hereto have caused dus First Amendment 
to be executed by dutf duly audionzed tepresestabves as of die date and year first 
wntten above 

Date Signed AftOetST J l ^ . 2OO6 MONTREAL, MAINE ft ATLANTIC 
RAILWAY, LTD. 

Witoi 

I 
DateSigned i - ^ l ^ .2006 

PnntName H J ^ e t T d ^ * ^ f i ^ ^ 

Tide /Ud»J»i»yr P - ^ ^ 

STATE OF MAINE, actlBg by and 
tfaroiigh flie DEPARTMENT OF 
TRANSPORTATION 

Witness lie. Commissioner 

UNENCUMBERED 

APR 1 0 2007 

NO FUNDS RESERVED 
FOR THIS CONTRACT J 
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State of Mane t)epai1nientol Admnstralive and Financial Sennces Buieauol General Services Dmsonof PurdBses 

Contract /Grant Des ignat ion Form anil 

Requisition for Contract/Grant Authorization BP37R (O«t2oo4) 

Part One Contract/Grant Designation 
• It IS required to CHECK ONE of the tollovMng options whKh best describes the attached document 

0 The document is a Cont ract 
l l ie pnnqpal puipose of the lelabonship a 
to puidnse, lease, ot barter property or 
servicas tor Ihe direcl benelil of the 
gowmment 

D l h e document a a G ian t 
The pnneipal pinposetfhs relalnnshfi B tho transfer ol raonay, property, sennces, or 
afiythng ol valus to the teapert m oRler to aoomplsh a puUc ptepese of s ^ ^ ^ ^ 
sitelanbal nvolvement between Ihe slaiB agency or deputmaid and te recqiiert 
perfcrmanes of the adMly 

PhAMnfcrtoSlaleCannDOartBiiltoriaaSOS OeienranabanafSiifeteapientis VaadhrltmMmmhtplanMimnaltuiaaetat 
• HMHasOMBCueiilaiAUa 

Part Two Requisition for Contrad^Grant Authonzation BP37R (oct2004) 
• Please complete any ol the followine entries wlueh apply to the document (agreement or amendment) 

• ^ _ „ Montreal Maine & Atlantic 
CDRiraeiarMnie Railway. Ud 

i ^ l S f S I J ^ S I L " Modification # l l o Rail Funding 
DMmMuesenwe Agreement 17E tK)67061034 

1 Shew 
1 nrnaptt 

IsmCBdbV 
l l i e coding 
could be 
any 
comiMratlDn 
ofthese 

Fund 

0 1 7 

Agency 

17E 

^ Org 

6 0 0 0 0 

SubOrt 

-

j APIWP 

0 3 5 0 

contact nhMe 6243583 

Oootik^Anoiiat $2,100.07300 
Afflendmenl Amt $262,41100 
Doe Bid Date 06/08/2007 
Acdvlty 

6 6 0 

Otect 

4099 

SubObi Job No 

012145.00 
009232.00 

RptCtgy 

* Please respond to oil questions applicabia for ths document Additional pages may be attached d neccssaiy 
NOTE It this b an amendment, pleas* complele Via SabatanliritlM of Need sectnn, only 

aibsbmtkrtiogOf NeedL MdUMdatelaiydlatfiw^costtariktftailiWtirinbeaeMiiM^aarfatMsiyaritoielUi^^ 
Modification # 1 

Impadt OB ttie C M Sanica Sysleia 
tacAe aigr dMMMMot w dUoeabon of 
stall ainph)ie«i 
H/A 

Employer/Enipioiiaa RetellDnaMp.. 
belMwnilN stab en* Ita CBMradv flTaqr; 

EUact oa SWaAfHiwiatlwAcMea 
Bfarta _ ' . . V '• 

JuattncationterSoiaSoiiiesPnwuieinent attaanten^rsaweagflbasanrfca^btltaMfiilMaavacWbadtbrtacaaeaaftoaMNiiMtf 
<iMahe<llwna»>i»soiiie»ahatwabea»lnipact/theeaBerattfcdHbiia»as«wsu»ofuai^iBtMiwMdM^ 

EnidoneeafPilarorSchadiiMRFP irnejirPiwasJB 
la^sm allMI ne BMBn qnoMftMf 

MSEA REVIEW 
Oaia nrwanfeif 

•AahMAavandsneeiiiaetedJtarqHelBiim tfihewlMtftAeeonbaeraKeedi 

Purchases 
Frie Number 

* Completed tormssiiouM beelladwd la ika 
0MSHHiainiiciiases,4KFIow BurtonM Gnu 

and Uie pacfc^i tanwided IB 
9 SUIB House Slafaoî  tasusta. ME 043330009 

File Reference 
BP37R Oct 2004 enhanced olectronic 

page 1 
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MoomcATioNj C5M3ni7 
R A I L F U N D I N G A G R E E M E N T 

Tbis Modification hereby modifies a Rail Funding Agreement that was executed on June 8,2006 
with MONTREAL, MAINE AND ATLANTIC RAILWAY LTD, a Delaware coiporation. 
having Its pnncipal place of business at Noithem Maine let Paik, RIUK2, Box 45, Bangpr, Maine 
04401-9602 ("MMA"). and the STATE OF MAINE, actmg by and tfuoi^ its Department of 
Transportation, with a mailing address of 16 State House Station, Angtista, Maine 04333-0016 
(the "Statcf *) This agreement is hereby amended by this modificaton as follows 

i 
1 Tlie tmnination date ts extended from Jtme 8.2007 

(old tnm d ^ ) 
to June 8.2008 

(new term date) 

Reason This date extension is to allow time fiir the pmicct to be completed 

All other terms and conditions ofthe onginal contiact lemam m fiill force and effect 

IN WITNESS WHEREOF, the DEPARTMENT and CONTRACTOR, by tfaev duly authonzcd 
lepiesentatives, have executed this amendment m dqihcate ongnals as ofthe day and year first 
above wntten 

I 
DateSigned ^prtI 9, ,2007 

Vitness M ^ Witness 

MONTREAL. MAINE AND ATLANTIC) 
RAILWAY X j 

PnntName T^SS^T^,/^^-vyt^nt^ 

Date Signed y-zp ,2007 

W i t i | ^ 

T e ^ o c n^'^i'\(o 

STATB OF MAINE, acting by and throng Its 
DEPARTMENT OF TRANSPORTATION 

By David A Cole, Coinnussioner 

Page I ofl 

UNENCUMBERED j 
I 

APR 2 4 13..' ! 

NOFUNDbRb&eRvbD I 
FOR^HIS CONTRACT , 
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State of Mame Dppartnienlo'AdinnislraliveandFindnciil^eniics BLraauofG^naal^rvices nvis/molPiuchasps 

Contract/Grant Designation Form and 
Requisition for Contract/Grant Authorization BP37R (Oct2004| 

Part One Contract/C^rant Designation 
• It IS required to CHECK ONb of the fol lowing opt ions which best descr ibe* the attached document 

0 The document is a Cont rac t 
Tlie pnncipal purpose of tha retatnnshp is 
to puichase, lease, or baiter pnjpeity or 
services lor lie diied benefit ol the 
government 

LJihe document B a Grant 
l lw prnopal purpose of the lelabon&hip 8 Se transfer oi monBy, piopeity. seivces. or 
anything of vabe to Ihe isc^Bnt m order to acMmplBh a piiilB piinnse rf siippiirtH«iill m 
substaiilud Kivolvenienl between the slato agency or depatnerd and Ihe iscfient dunng Ihe 
performance of the ackvHy 

PlaBsa nier lo Srals f ontrotter s BuWefin 05 05 Oeterminalim of SuftndpMnt vs Vendor flefstiansliip for additiaiial gndancB as 
wed as OMB Circular A-13 J 

Part Two Requisition for Contract/Grant Authorization BP37R (Oct7oo4) 
• Please complete any of the fo l lowmg entries whic h apply to the document (agreement or amendment) 

AeenexfOepartmeiH Transportation 
. . . . . Montreal Maine & Atlantic 

^ ^ l ^ i ^ ^ L , Modification #2 to Rail Funding 
OMomeneserviee Agreement 17E U06706103* 

• Show 
1 Prinopffl 
1 Item Coding 

Tiw coding 
could be 
any 
oombiRatlon 

1 ofthese-

Fund 

0 1 7 

Agency 

1 7 E 

Org 

60000 

SubOrg Approp 

0 3 5 0 

oept contact Nate Moulton 

Contact Pfimw 624-3563 

Oonbact Amount 92,362,48400 
Amendment Amt $0 00 
OocEMOafe 06/08/2008 

' Actnn^ 

6 6 0 

Object 

4099 

SubObJ Job No 

01214500 
009232 00 

RptCtgy 

• Please respond t o al l questions applicable lor th is document Addi t ional pages m ay be attached if necessary 
NOTE I I tins B an amendmarrt. pleese complete the SulwlantliitiBn of Naad set t i i in only 

Sutatantlatlon of Need. bjdkKtesMadqr 
Modtficatian*2 

impaet on tna O v l Servica Systen^ 
Danribe aqr Ap lmnMiX vdblocaiRM of 

dexlona castaaMiigfNiMEftHnaaaeMniMlsatfeMsfoiya/ftofataHoasW^iifNhifceeaiiCraeter 

ElnplayM/anployae Retatlonslilp 
bctweoiUie state mtflbeOanftacler (if aigr) 

Enact on SialB Afflmiatlm Acthin 
GNbrta. 

N/A 
JUStUfcatlMI ta r So fa Source PMCUiament lktlusUWanysMKaarilWMr«fee,«tt««an*e*e«McMlMtftM«<cMon4rea«lhclhii(y 

f ftwq a sir<la soiBE^ lifiat Hrfl ba rk* mv*<^ V U M nntoc t a Mlgwd Of a nsue af n n v e i l l M u i ^ ^ 

EvideneaBf Prior o rSckedu iadRFP irmlirPiNislssiMitsAairthaMndMscDatacMtorqiMfaltoi* fffha 
n s o a stiadlMewntteeqiielaaons 

•aha of tteeonliaelewaedb 

MSEA REVIEW 
Date Fopnarded 

Purchases 
File Number 

* Completed torins should be attachidio the document and me pacftDgtftraardMI to 
Onnanamachasea,4<*FkNir BurtonM CrossBuMmg 9StaleHouse Staboa AueisU,ME 043330009 

File Reference 
BP37R Oct 2004 enhanced-eloctronic 

paqe I 
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MODinCAT10N3 
TO 

RAIL FUNDING AfSEXMENT 

T1il«FiMiAitl«MHniiMt«altlriRin«in^Agp«»«n«arf(ll>i.'TiwaA 
nade and catgwlmlo on ttittVL.*^ day of5a<\>i>.o».«-<j.2008b Wand between 
MOIfmKAL, MAINE St ATLANTIC HAILWAY, L m , t Dd«w«e uif iimalia^ 
haviiiK da pnncqpd place of bwrneii at Noitfian Mane )cL Paik, RR #2, Bos 45, 
Bn«or. Maae 04401-960Z ClAilA'^ airf (he STATS OF MAINE, a d n g by and 
flwi|giil»Dc|i«rtincrt of Tl•Myorta^lo^^,wlalal^allll^g addraaa of 16 State Home 
Staboa, AugBta. Mame 043334016 (Ibe "StateT) 

,|̂ l WBEREAS, MMA and te Slate entcndmlo a Rad Fnndmg Agreemeat dited 
JUNE Ik 2006^ die ("Apeemeon. ̂ rttndiy Ibe Staler oodcr the tenm aad ooadiboBS aet 
f̂*** "* **if Agrr*"!*'*! pgT*^*"P''"''lrtff M*4A —™f*''<w^^**gffimgpr'fr 
Awin^iMilr g ^ W f i i C^tiwifany r t^ tmn fiwiA tw l i* A w i m J ftwm f V n a f J f lMtgpt iM BWMIM 

'M for m l comdor devdopnent woik as provided by Pnvafe and Special Law 2001, dieter 
38. 

WHEREAS, MMA has leqoealed diet te Slate tenvonnly wane; for the 2007 
coBiiliwImBacaann only. teieqiHitniait tet MMA mifcii all paymcnla of State fiaidB 
on a dollar for didbr baaa and maiift Stete fimdi on a 7SK State 2SK MMA bean, to 
wfaidh te State has agreed 

if 

I 
WBEKEAS, testate bvdElenniDed tet, ffl bgM Of flKSBBifiGaDt drop la 

tiaffic on MMA hnea fioB fotcst pndnete and bnddnig material doppen, It IS 
appopnate and m the publK internl to tCD^onnly ledine MIMA'S GoitfhbiitioiB ta ni l 
oooidor devdopment work to assBt MMA m maiiilHnung Its m l ooRidois winte 
lemammg finanadly viable^ and. 

WBEBEASb te parties h n e ayeed to OBend te tenns of te Rad BandmB 
jllj Agecmemaeeoidm^ 

NOW, THBREFOIIE, m oonaidaBbffli of te tHciBraig and o t e r good and 
vahaUe ooDsidentioQ, tepaitiei do hodqr v w as ftUows 

1. Pa»apaphl .2 nf Secbon l-BawnctirfFtandBiahenBbTienlaeedni lis 
enbrdy try the fnOoanqg 

12 All payments ofStatefondaaflerJanoary 1,2007 
ahdl be maldied by MMA on a 7SK State 2S% MMA 

MMA fiv cg8teain& Uwr, eqaipMa^ wiafc, tnona^ 
iiMHelHi^<nT*«Ml(tMliiiiiiijli»i^rMl^ artier haAina tw 

and ballast), and odier neoessaiy ei^enses mcuned by 

X * i ^ c ' ^ ^ l l ' \ C p 
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MMA to mcwporate and ual i l l te back matenals digible 
for icndiiinancal by the Slate hcsEnidGr diaU qualify as 

IheStetei 
to make paymms on I 
natenais aoiii as wdded nd and tKS lAen ddivend m 
Oder to asant in project caah flows. Ibe State diall have 
te right to inject aO nivmoed woric and matenda poor to 
payment of mnpiceiL 
All odier t oos and conditKHis of te Rad Ftndteg Agneement ahdl 
infidl force and effect 

IN WITNESS WHEREOF, te parbes hereto hive cansed dus Fiist AmeDdmcDl 
*ff W ffl Wf*^**! \ iy I ^ J f ^1 J y mMtiwrrmJt »|WjgMts*«ipa • • n fmm tiatit a i w t j e a r fiml 

wntten diove 

Date SiBned-'̂ <x«vu>.«h>v>j t X . 2008 MONTBEAI^ 

PnotNStee 7 ^ <;SfeM »̂«g> 

Tide >fewicrr» 

i DeteSmed: / - p i S .2008 STATEOFBIAlNB,acth«bgraiid 
t h m ^ the DKrARIMDnr OF 
TRANSPOBTATI(»f 

/ 

lA Coh; Gnnniuaioner 

a <ll^« SiiloyTlM Hi iiiliiiinm»Min«tfin IVinwilTTBmilm-
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I RAIL FUNDING AGREEMENT f » i - 7 c ^ / \ C ^ C ^ Q f ^ ^ ^ C ^ 

I THIS RAIL FUNDING AGREEMENT (the "Agreement^ made on the date last 
signed below by and among MONTREAL, MAINE AND AILANHC RAILWAY LTD, a 
Delaware coiporatioii, having its principal place of business at IS Iron Road, Hermon, Maine 
04401-9602 ("MMA'*). and the STATE OF MAINE, acting by and thioug}i its Department of 
Transportation, with a mailing address of 16 State Hoiise Station, Augusta, Maine 04333-0016 
<flie "Stale"). 

W I I N E S S E T H : 
WHEREAS, MMA and the State previously entered into agreements for infiastiucture 

improvements and those agreements have expired; and 

m WHEREAS, tbe State has agreed to provide Three Milhon Two Himdred Forty Four 
Thousand Dollars ($3,244,000.00) to MMA for specified infirastructuie improvements CState 
Funds'^, said fiinds to be denved Smm General Obligation Bonds for rail corridor devdopment 

•̂ - work as provided by Private and Special Law 1999, chq>ter 37 and Private and Special Law 
2001, Ouster 38; and 

WHEREAS, to memoridize the terms and conditions ofthe State's agreement to provide 
such funds to MMA as successor to BAR, the State and MMA desire to enter into this 
Agreement. 

NOW, THEREFORE, for valuable consideration, receipt of which is hereby 
acknowledged, and with the intent to be legdly bound hereby, the State and MMA agree as. 
follows. 

•'J 

I 
•\1 

SECTION 1 - PAYMENT OF FUNDS 

1.1 Subject to the terms of this Agreement including the contingencies set forth in 
Section 2 below, the State hereby agrees to provide a maximum of Three Million Two Himdred 
and Forty Four Thousand Dollars ($3,244,000.00) to MMA ($2,700,000.00 in fonds 
programmed for 2005 and $544,000 in fimds carried over fiom 2004) as successor to BAR in 
cdendar year 2005 to end>le MMA to acquire and install railroad track materials on designated 
rail lines. 

1.2 All payments of State Fimds shall be matched by MMA on a dollar for dollar 
basis. For purposes of this Agreement, expenditures by MMA for engineraing, labor, equipment, 
work trains, matching material properly installed in rail lines (including ties, rail, other trade 
material, and ballast), and other necessary expenses incurred by MMA to incorporate and instdl 
the tiack materials eligible for reimbursement by the State hereunder shall qualify as matching 
expenditures tmder this Section. Hie State agrees to make payments on significant quantities of 
high vdue materials such as welded rail and ties when delivered in order to assist in project cash 
flows. The State shall have the uglil to inspect all invoiced work and materials prior to payment 
of invoices. 

PUBLIC VERSION 
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1.3 Prior to fimding, the State shall have the right to review and approve the scope of 
MMA's work, estimates, and work locations. MMA shall provide transportation for Maine 
Dq)aitment of Transportation ("MaineDOT") representatives to and fiom MMA's work 
locations to facilitate the State's review. 

SECTION 2-CQNDITIONS FOR FUNDING 

2.1 The State's obligations hereunder are subject to the following conditions. If one or 
more ofthese conditions are not satisfied, the State's obligations hereunder shall cease. 

a. MMA will at all times will hold title to and own the real property and assets of 
BAR described in the Asset Purchase Agreement approved by the United States 
Bankruptcy Court, District of Maine (Chapter 11 Case No. 01-11565) under an 
October 9,2002, Order Approving Asset Purchase Agreemaats, Authorizing Sde 
of Assets to MMA, and Authorizing Assignment and Assumptipn of Rdated 
Agreements. 

b. MMA will own and will continue to own all rail and related cross ties, tie 
joints, tie plates, switch ties, turnouts, switches, anchors and spikes located rai tbe 
Property acquired fiom BAR, as well any and all replacements therefore arul 
accessions thereto instdled by "MMA, including, without limitation, the "Rail 
Assets" as defined in Section 3 bdow. 

c. MMA will enter into the security instnmients described in Section 3 below and 
any other security instruments reasonably required by the State under terms 
acceptable to the State to protect tbe public investment in rail in&astructuie 
conteniplated by this Agreement. 

d. Records of the MMA's costs for compensation under the project agreemoit 
shall be kqit in accordance with 23 CFR (Code of Federal Regulations) Part 140 
Subpart I - Reimbtirsemcnt for Railroad Work. To the extent necessary to verify 
MMA's charges and upon the States timely request, copies of such records shall 
be made available to the State. Records shall be available for audit or review by 
the State for a period of three (3) years following find uncontested payment. 

e. Direct expenses such as telephone, tolls, r^roduction costs, per diem (requires 
overnight stay) shall be billed at actud cost to the Railroad as defined in 48 CFR, 
Part 31. The reimbursable costs for per diem shdl not exceed that allowed by the 
State's Administrative Policy Memorandum No. 191. Mileage shall be paid at the 
cuiTcnt amount dlowed by the State of Maine, Title 5 M.R.SA. § 1541. 
Reproduction of plans for siibmittd to the State shall be charged at actud costs. 
Any rqiroduction costs inctured for the MMA's intemd use are considered 
overhead expenses and not chargeable as a direct expense. 
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2.2 As consideration for the State's investment in its rail infirastmcture as set forth 
herein, MMA hereby represents and warrants that it will continue operations on die entire system 
of rail lines acquired fiom BAR as more particularly set forth on attached Exhibit A (the "BAR 
System") for a period of ten years fix>m the date of this Agreement If MMA abrogates ttiis ten 
year operating commitment by seeking to abandon, without the prior agreement ofthe State, its 
common carrier obligations as to any portion of the BAR System (other than qnirs and de 
miniinis portions of track) before the ten years of operation are complete, the State may: 

a. decline to provide any State Funds beyond those provided prior to the 
abandoimient; and 

b. require MMA to repay a percentage of grant fiinds. That percentage will 
be based on the number of years prior to ten that the d)andonment is 
sought divided by ten. (A ten-year straight line basis) . 

ExCTcise by the State of its remedy under Section 2.2(b) and payment by MMA ofthe required 
funds shdl terminate the State's remedy under Section 4. 

SECTION 3 - COLLATERAL 

3.1 MMA's obligations to the State hereimder shall be secured by a security interest 
in the following property of MMA pursuant to the attached Shibordination Agreement 
(Attachmoit A) dated 3/25/05: 

a. all rail and related cross ties, tie joints, tie plates, switch ties, switches, anchors, 
spikes, and other related track mateiiab incorporated or installed in or attached to 
the red property described in Exhibit B hereto (the 'Troperty") which aro paid for 
with Funds provided to MMA as successor to BAR by the State pursuant to the 
term of this Agreement (the "Rail Assets"); and 

b. aU proceeds fiom any sde or transfer of any ofthe Rail Assets unless specifically 
pomitted by the terms ofthe Security Agreement 

3.2 As a precondition to the provision of State Funds imder this Agreement, MMA's 
grant of a security interest in the Rail Assets as set forth above must be evidenced by a Purchase ' 
Money Security Agreement and Financing Statement in a form satisfactory to the State together 
with any other documents reascmably required for the State to obtain a perfected security interest 
in the Rail Assets, consistent with die Subordination Agreement dated March 25, 2005 and 
attached hereto as Attachment A. For purposes of this section, the parties agree to execute 
appropriate amendments to the Purchase Money Security Agreement and Financing Statement 
dded concurrently with the execution of this Agreement 

3.3 Subject to the agreement of the State and MMA, Exhibit B will be periodically 
revised to reflect the scope of work financed imder the provisions of this Agreement 

SECTION 4 - DEFAULT AND REMEDIES 
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MMA hereby agrees that its Mure to comply with any of the materid terras, conditions 
and warranties set forth herein shall constitute an "Event of De&ult" under tips Agreement 
Upon tbe occurrence of an Event of Default, in addition to any other remedies provided herein, 
Qie State shall be entitled to recover firom MMA an amount equal to the ydue of (he Rail Assets 
at the time of the Event of De&ult C'Vdue Recovery Remed/O* 3™1 upon demand for and 
recdpt of such amount, the State's security interest in die Rail Assets shdl terminate. The vdue 
of the Rail Assets at the time of the Event of Default shall be cdculated using strdg^t line, 20 
year dqireciation. An Event of Default tmder any security instruments held by the United States 
of America, or any other lender holding security interests in the Rdl Assets s^all also constitute 
an Event of Default under this Agreement Exercise by the State of its Value Recovery Remedy 
under this Section 4 and recovery of such fimds firom MMA shdl temiinate the Stde's remedy 
under Section 2.2(b). 

SECTION 5 - GENERAL PROVISIONS 

5.1 This Agreement may be executed in counterparts, dl of which together shall 
constitute one and the saihe instmment 

5.2 No amendment of this Agreement shalLbe efiective luiless it is in writing and 
signed by d l ofthe parties hereto. 

5.3 This Agreement and the rights and obligations of the parties hereunder diall be 
construed and govemed by the laws of the State of Maine, without reference to choice of law 
rules. 

5.4 This Agreement is not assignable by MMA without the express writtoi consent of 
dieStde. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK/ 
SIGNATURES FOLLOW ON NEXT PAGE] 
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement and made it 
effective as ofthe date last signed below. 

i 

Dde Signed: May ^ ^ . 2005 

Witness 

Date Signed: May | 5 .2005 

•m,ck~ 
Witness 

MONTREAL, MAINE & ATLANTIC 
RAILWAY, LTD. 

Print Name: /CfrSd^ d <^fcifai»«^ 

Title: ^A/^smsAff 9̂  C ^ 

STATE OF MAINE, acting by and through its 
DEPAR1MENT OF TRANSPORTATION 

By: Damd A. Cole, Commissioner 

I 
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EXHIBITA 

As part ofthe Montreal, Maine and Atlantic Railway Ltd. (MMA) agreement with the Stde of 
Maine Department of Transportdion (MaineDOT), MMA commits to not abandoning die 
following rail lines for a period often years from the date of this agreement. The lines that this 
agreement includes are as follows: 

MAINLINES: 

The main line ofthe former Bangor & Aroostook Railroad from Searsport Maine (MP 0.12) to 
Madawaska Maine (MP 263.33). This line mcludes the following subdivisions: 

• Searsport 
• Millinocket f 
• Madawaska 

The main line ofthe former Canadian Pacific Railway from Brownville Junction (MP 0.0) to the 
US/Canadian border at Boundary Maine (MP 101.7). This line includes the following 
subdivisions: 

• Moosehead 

BRANCH LINES: 

The following branch lines ofthe former Bangor and Aroostook Railroad will be operated: • 
• Van Buren Subdivision firom Madawaska Maine ^IP 0.0) to Van Buren Maine (MP 

24.1) 
• Presque Isle Subdivision from Sqoa Pan Maine (MP 0.0) to Presque Isle (MP 25.3) 
• Houlton Subdivision fiom Oakfield Maine (MP 0.0) to Houlton Maine (MP 16.9) 
• Fort Faixfield Subdivision from Presque Isle Maine (MP 0.0) to Easton Maine (MP 10.0) 
• Limestone Subdivision from Presque Isle Maine (MP 0.0) to Limestone Maine Qi/S 

29.85) 
• KI Subdivision from Brownville Maine (MP 0.8S) to Brownville Junction Maine (MP 

3.74) 
• East Millinocket Subdivision from Millinocket Maine (MP 0.0) to East Millinocket 

Maine (MP 6.19) 

MMA will keep in place die contiguous rail network listed above but reserves the right to alter or 
remove tracks that are not economicdly viable such as sidings and yard tracks. 
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AttachmenttA 

Penobscot 

SUBORCINATTON AGREEMENT 

FcH* good and valuable consideration, the STATE OF MAINE acting by and through its 
Department of Transpartadon, witii a mailing a<Uress of 16 State House Statioii. Augusta, Maine 
04333-0016 ("MDOT) holdo^ of a security interest in certain red or personal property and/or 
fixtures, evidenced by a UCC Financing Statement recorded at the Penobscot County Registry of 
Deeds in Book 9631, Page 164, hereby subordinates the lien of sdd security interest to the lien 
of a Mortgage, Security Agreement and Financing Statement in the origind' principd amount of 
Thirty-Four Million Dollars ($34,000,ODO.OO) fiom Montreal, Maine & Atlantic Railway, Ltd., a 

.Delaware limited liabihty comparly, to the United States of America, represented by the' 
Secretary of Transjxxrtation acting' through the Administrator of the Federal Railroad 
Administration (the 'FRA") (flie "Mortgage'^ and agree that the Mortgage once executed, 
delivered and recortiedr shdl have pdorfty over the diove-referenced security interest held by 
MDOT as if the Mortgage had been duly executed, delivered and recorded prior to the execiition 
and delivery of said security interest to MDOT and prior tb the recording of said UCC Financing 
Statement by MDOT. 

IN WITNESS WHEREOF, the STATE OF MAINE, acting by and through its 
Department of Tiaosportadon, has caused this Subordination Agreement to be executed by 
bAVib A , C t L S its rjr)M/ini^S/t>r/e^Sxxeaalta ddy autiiorized this /_ day of 

March, 2005. 

WITNESS: STATE OF MAINE DEPARTMENT 
OF TRANSPORTATTON 

H ^ - ^ W / V?/;^i.»TV>Xit-^Z—' By: . 
Its: Q)/V?flSCro^K/&R 
Print Name: fiimf<D A.Coce 

STATE OF MAINE ^ 
COUNTY OF KENNEBEC, SS. March 2 ^ 2005 

Personally appoatd the above-named " D A ^ ' 0 ^ . C 6 > ^ CaMt̂ ^C 5S^ 6t^e.g 
of the Maine Department of Transportation, as aforesaid, 'who acknowledged the foregoing 
iu^tnimeDt to be his/her free act and deed in his/Her said edacity and the free act and deed ofthe 
Maine Dqiartment of Transportation. 

Before me^ ' 

. %egBwttftgw.giffp»^»"*^*-"°^ 
Notary Public/Attomey-at-Law 
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EXHIBIT B 

[Rail World's engineers will start woridng on tbis, but will need to coordinate with MaineDOT.] 

I 
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RAIL FUNDING AGREEMENT 

TEDS RAIL FUNDING AGREEMENT (the "Agreement") made on the date last 
signed below .by and among MONTREAL, MAINE & ATLANTIC RAILWAY, LTD., a 
Delaware corporation, having its principd place of business at Northern Maine Jet. Park, RR #2, 
Box 45, Bangor. Maine 04401-9602 ("MMA'O, and the STATE OF MAINE, acting by and 
through its Department of Transportation, with a mdling address of 16 State House Station, 

, Augusta, Maine 04333-0016 (the '*State"). 

W I T N E S S E T H : 
WHEREAS, MMA has entered into an Asset Purchase Agreement with the Bangor & 

Aroostook Railroad Company C'BAR") and related entities imder which it intends to acquire 
certain property and assets of BAR including all of BAR's rail right of way and track stmcture 
within the State; and 

WHEREAS, the State has agreed to provide Five Million Four Hundred Thousand 
Dollars ($5,400,000.00) to BAR or its successor for specified infrastructure improvements 
("State Funds"), said funds to be derived firom Generd Obligation Bonds for rail corridor 
development work as provided by Private and Specid Law 2001, chapter 38; and 

WHEREAS, to memorialize the terms and conditions ofthe State's agreement to provide 
such fimds to MMA as successor to BAR, the State and MMA desire to enter into this 
Agreement 

NOW, THEREFORE, for vduable consideration, receipt of which is hereby 
acknowledged, and with the intent to be legally bound hereby, tiie State and MMA agree as 
foltows. 

SECTTON 1 - PAYMENT OF FUNDS 

1.1 Subject to the tenns of this Agreement including the contingencies set forth in 
Section 2 below, the Stde herdiy agrees to provide, v/ben and as needed to fimd 
the acquisition and installation of railroad track materids on designated rail lines, 
iq> to a maximum of Two Million Seven Hundred Thousand Dollars 
($2,700,000.00) to MMA as successor to BAR in each of calendar years 2003 and 
2004. Up to One MiUion, Five Thousand Three Hundred Thirty Four Dollars 
($1,005,334.00) will be paid to BAR as the current operating railroad as an 
advance against the 2003 allocation to MMA for mobilization of materials and 
equipment to install railroad track mderials on the designated rdl lines to i^igrade 
such rail lines as required for the continuation of operations through tbe 2002-
2003 winter season (November 2002 to April 2003) in accordance with the terms 
of this Agreement 
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1.2 All payments of State Funds shall be matohed by MMA on a dollar for dollar 
basis. For purposes of tbis Agreement, expenditures by MMA for engineering, labor, equipmoit, 
woriE trains, matching mderid (including ties, rail, other track mderid, and ballast), and other 
necessary expenses incurred by MMA to incorporate and install the track materials eligible for 
reimbursement by the State hereunder shall qualify as matdung expenditures under diis SectioiL 

1.3 Prior to, and as a condition of funding, tbe State shaU have die rigfat to review and 
approve the scope of MMA's work, estimates, and work locations. MMA shall provide 
transportation for Maine Department of Transportation ("MDOT") representatives to and from 
MMA's work locations to fecilitate tbe State's review. 

SECTION 2-CONDrriONS FOR FUNDING 

"I 2.1 The State's obligations hereunder are subject to the following conditions. If one or 
M more of these conditicms are not satisfied, the State's obligations hereunder shdl cease and this 

Agreement will be automatically terminated. 

P a. MMA will complete its acquisition of and at aU times wiU hold titie to and own 
I"' the red property and assets of BAR described in the Asset Purchase Agreement 

£^pproved-by tiie United States Banknqitcy Coiut, District of Maine (Chapter 11 
Case No. 01-11565) under an October 9, 2002 Order Approving Asset Purchase 
Agreements, Authorizing Sde of Assets to MMA, and Authorizing Assignment 
and Assumption of Relded Agreements. 

[ 

I b. MMA will assimie the loans, contingent repayment obligations, and all other 
obligations owing to the State by BAR or Canadian American Rdlroad (CDAC) 
in cfxmection with track and branch line improvement grants. 

i 

I c. MMA will own and will continue to own all rail and related cross ties, tie 
joints, tie plates, switoh ties, turnouts, switches, anchors and spikes located on tiie 
Propeity acquired from BAR, as well any and all replacements therefor and 
accessions thereto installed by MMA, other than those diqiosed of in die ordinary 
course of business, including, without limitation, the "Rail Assets" as defined in 
Section 3 below. 

d. MMA will enter into the security instruments described in Section 3 below 
and any other security instruments reasonably required by the State under terms 
reasondily acceptable to the State to protect the public investment in rail 
infrastructure contemplated by this Agreemeat 
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2.2 As consideration far the State's investment in its rdl infiastructure as set forth 
herein, MMA hereby represents and warrants fhd it will continue operations on the entire system 
of rdl lines acquired from BAR as more particulariy set forth on attached Exhibit A (the '*BAR 
System") for a period of ten years from the date of tbis Agreement If MMA abrogates this ten 
year operating commitment by abandoning, or seddng authority firom the Surface Transportation 
Board to abandon, its common carrier obligations as to any portion ofthe BAR System (other 
than spurs and de minimis portions of track which are exduded) as defined in Exhibit A hereto 
before the ten years of operation are complete, the Stde may: 

a. decline to provide any Stde Funds beyond those provided prior to die 
abandonment; and 

b. require MMA to repay a percoitage of fiinds granted pursuant to this 
Agreement equd to the mmiber of yeai$ prior to ten thd abandonment is 
sought divided by ten. 

Exercise by the State of its remedy under Section 2.2(b) shall terminate the State's remedy under 
Section 4. 

SECTION 3 - COLLATERAL 

3.1 MMA's obUgations to the State hereunder shall be secured by a first priority 
security interest in the foUowing property of MMA: 

a. all rail and related cross ties, tie joints, tie pides, switch ties, switdies. anchors, 
spikes, and other relded track materids iocorporded or instdled in or attached to 
the track described in Exhibit B hereto (tiie "Property") which are pdd for with 
Funds provided to MMA as successor to BAR by the Stde pursuant to the terms 
of this Agreement (the "Rail Assets"); and 

b. all proceeds from any sde or transfer of any ofthe Rail Assets unless specifically 
permitted by the terms ofthe Security Agreement. 

3.2 To evidence MMA's grant to the State of a security interest in the Rail Assets, 
MMA shall execute and deliver to the Stde a Purchase Money Security Agreement and 
Financing Statement in a foim satisfactory to the State in its sole discretion together with such 
other documents and instnuneDts as are reasonably necessary for the State to obtain a perfected, 
first priority security interest in the Rail Assets. Execution and delivery ofthe Piurchase Money 
Security Agreement and Financing Statement and any odier security instruments reasonably 
required by the State and recdpt by the Stde of satisfactoty evidence of perfection ofthe Stete's 
lien in the Rail Assets shall be a precondition to the provision of Fimds hereimder in accordance 
witii Section I above. 

3.3 Subject to tiie agreement of the State and MMA, Exhibit B wiU be periodically 
revised to reflect tiie scope of woric financed under tbe provisions of this Agreement 
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SECTION 4 - DEFAULT AND REMEDIES 

Any foreclosure on, or action taken to possess or use, tbe Rail Assets by arty of MMA's 
lenders following an Event of Defiiult under any security instruments held by any ofMMA's 
lenders shdl constitute an Event of Default under this Agreement Any fdlure I^ MMA to 
maintain in effect the State's security interest in the Rail Assets as provided in Section 3.1 or aiiy 
other &ilure by MMA to comply with any of die terms, conditions and warranties set forth 
herein, if not cured within 30 days after notice thereof by the State to MMA, shall also constitute 
an Event of Default Upon the occurrence of an Event of Default, in addition to other remedies 
provided in Section 2.2(a) herein, the State shall be entitled to recover from MMA an amoimt 

I equd to the vdue ofthe Rail Assets d the time of die Event of Default ("Value Recovety 
I Remedy"), and upon demand for and receipt of such amount, tiie State's security interest in tiie 

Rail Assets shdl terminate. The vdue of tiie Rail Assets d the time ofthe Event of De&ult shdl 
m be cdcdded using strdght line, 20 year depreciation. Exercise by the State of its Vdue 
|j|j Recovery Remedy under this Section 4 shdl terminate tbe State's remedy imder Section 2.2(b). 

- fw . 
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SECTTON 5 - GENERAL PROVISIONS 

5.1 This Agreement may be executed in counterparts, all of which together shdl 
constitute one and the same iostrument 

5.2 No amendment of this Agreement shall be effective unless it is in writmg and 
signed by aU ofthe parties hereto. 

5.3 This Agreement and the rights and obligations of the parties hereunder shall be 
construed and gpvenied by the laws of the State of Maine, without reference to choice of law 
rules. 

5.4 This Agreement is not assignable by MMA without the express written consent of 
tiie State. 

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK/ 
SIGNATURES FOLLOW ON NEXT PAGE] 
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement and made it 
efiective as ofthe date last signed bdow. 

Date Signed: '=̂ l̂^ . 2002 

/ / • /l^^^a^n^it^ 

Witness 

^ Date Signed: / f / g * 2002 

Witoess 

MONTREAL, MAINE & ATLANTIC 
RAILWAY, LTD. 

B\ • AMA^gTM^K/CU/t^^-ckJT 

Print Name: ̂ uM£5 A- fSoiZ)a^i^ 

Titie: CAAi/bnAl^ 

STATE OF MAINE, acting by and tiuough its 
DEPARTMENT OF TRANSPORTATION 

C^At/i^ ^ t z j i _ 
By: Carl A. Croce. Acting Commissioner 

I f f ^ ^ ' ^ 
UNENCUMBERED 

JUN 102003 

NO FUNDS RESERVED 
FOR THIS CONTRACT 
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Exhibit A 

MMA - MDOT AGREEMENT 

As part of tiie Montred, Maine and Atlantic Railway Ltd. (MMA) agreement with the Stde of 
Maine Department of Transportation (MDOT), MMA commits to not abandoning the foUowing 
rdl lines for a period often years firom the date of this agreement. Tbe lines thd this agreement 
includes are as follows: 

MAINLINES: 

The main line ofthe former Bangor & Aroostook Railroad fiom Searsport Maine (MP 0.12) to 
Madawaska Maine (MP 263.33). This line includes the following subdivisions: 

• Searsport 
• MiUinocket 
• Madawaska 

The mdn line ofthe former Canadian Pacific Rdlway firom Brownville Junction (MP 0.0) to tbe 
US/Canadian border d Boundary Maine (MP 101.7). This line includes the following 
subdivisions: 

• Moosehead 

BRANCH LINES: 

The following branch lines of the fonner Bangor and Aroostook Railroad will be operated: 
• Van Buren Subdivision fiom Madawaska Maine (MP 0.0) to Van Buren Maine (MP 

24.1) 
• Presque Isle Subdivision from Squa Pan Maine (MP 0.0) to Presque Isle (MP 25.3) 
• Houlton Subdivision firom Oakfield Maine QiSP 0.0) to Houlton Maine (MP 16.9) 
• Fort Fairfidd Subdivision from Presque Isle Maine (MP 0.0) to Easton Maine (MP 10.0) 
• Limestone Subdivision fiom Presque ]ble Maine (MP 0.0) to limestone Maine (MP 

29.85) 
• KI Subdivision fixnn Brownville Maine (MP 0.85) to Brownville Junction Maine (MP 

3.74) 
• East Millinocket Subdivision from Millinocket Maine (MP 0.0) to East Millinocket 

Maine (MP 6.19) 

MMA will keep in place the contiguous rdl networic listed above but reserves the right to dter or 
remove tracks that are not economically viable such as sidings and yard tracks. 
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FIRST AMENDMENT TO 
RAIL FUNDING AGREEMENT 

lU w 

This First Amendment to Rdl Funding Agreement (tiie "First Amendment") is 
made and entered into on this 12th day of March, 2003, by and between MONTREAL, 
MAINE & ATLANTIC RAILWAY, LTD., a Delaware corporation, having its 
principal place of business at Northern Maine Jet Park, RR #2, Box 45, Bangor, Maine 
04401-9602 ("MMA") and the STATE OF MAINE, acting by and tiirough its 
Department of Transportation, with a mdling address of 16 State House Station, 't^\^^,^ 
Augusta, Maine 0433 3-0016 (the "State"). u u i j j ' 

WHEREAS, MMA and the State entered into a Rail Funding Agreement dated ^r4,<s^ ̂  
December 23.2002, the ("Agreement"), whereby the State, imder the terms and î ^^ 
conditions set forth in the Agreement, agreed to provide to MMA as successor to the 
Bangor & Aroostook Rdlroad Company certain fimds to be derived from Generd 
Obligation Bonds for rdl corridor development work as provided by Private and Specid 
Law 2001. chapter 38; 

WHEREAS, MMA has requestedJhat the State temporarily wdve. for the 2003 
ccnstructicn season only, the requiremoit thd MMA match dl payments of State fimds 
on a dollar for dollar basis; 

WHEREAS, the Stde has deteimined that, in light ofthe bankruptey filing of 
Great Northem Paper, it is appropriate and in the public interest to temporarily wdve 
MMA's contributions to rdl comdor development work to assist MMA in maintdning its 
rail corridors while remaining financially viable; and, 

WHEREAS, the parties have agreed to amend the terms ofthe Rail Funding 
Agreement accordingly. 

NOW, THEREFORE, in consideration ofthe foregoing and otiier good and 
vduable consideration, tiie parlies do hereby agree as follows: 

1. Paragraph 1.2 of Section 1 - Paymait of Funds is hereby replaced in its 
entirety by the following: 

1.2. All payments of State funds after January 1,2004, 
shdl be mdched by MMA on a dollar for dollar basis. For 
purposes of this Agreement, expenditures by MMA for 
engineering, labor, equipment, woik, trains, matching 
material (including ties, rdl, other track mderial, and 
ballast), and other necessary expenses incurred by MMA to 
incorporde and instdl the track materids eligible for 
reimbursement by the State hereunder shall qualify as 
matching expenditures under this section. 
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2. All other terms and conditions ofthe Rdl Funding Agreement shall 
remdn in fiill force and efTect. 

IN WITNESS WHEREOF, the parties hereto have caused this First Amendment 
to be executed by their duly authorized representatives as ofthe date and year first 
written above. 

DateSigned: March 12.2003 

Witoess ^ ^ 

MONTREAL, MAINE & ATLANTIC 
RAILWAY, LTD. 

By: :.4^4^ 
PiintName: ^^4»^C^ ^ /UA^ACQ 

Title: ^ 4 ^ * 0 6 ^ ^ ^ det> 

I 
Liji 

DateSigned: March-t4»2003 

Witoess 

STATE QF MAINE, acting by and 
through the DEPARTMENT OF 
TRANSPORTATION 

By : ^ ? H ^ ^ - Z A _ 
David A. Cole. Commissioner 
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SECOND AMENDMENT TO 
RAIL FUNDING AGREEMENT 

This Second Amendment to Rdl Funding Agreement (the "Second Amendment") 
is made and entered into on Uiis 3?*^ day ofUBBSHOe^ . 2003, by and between 
MONTREAL, MAINE & ATLANTIC RAILWAY, LTD., a Delaware corporation, 
having its principd place of business at Northern Maine Jet Park, RR #2, Box 45, 
Bangor, Maine 04401-9602 ("MMA") and tiie STATE OF MAINE, acting by and 
through its Department of Transportation, with a mdling address of 16 State House 
Station, Augusta, Mdne 04333-0016 (tiie "State"). 

WHEREAS, MMA and the State entered into a Rdl Funding Agreement dated 
^̂ j December 23,2002, the ("Agreement"), whereby the State, under the terms and 

conditions set forth in the Agreement, agreed to provide to MMA as successor to the 
Bangor & Aroostook Rdlroad Company certain fiinds to be derived from Generd 
Obligation Bonds for rdl corridor development work as provided by Private and Special 
Law 2001, chapter 38; and. 

WHEREAS, MMA has requested tiid the State advance fimds aUotted for 
expenditure in the 2004 construction season, for use in the 2003 construction season; and, 

WHEREAS, MMA has requested tiiat the State advances m 2003 be matehed by 
MMA in 2004 and d a different percentage basis: and. 

WHEREAS, die Stde has detennined thd, in light of the continued financid 
struggles of MMA, it is a|>propriate and in the public interest to make the requested 
monetary advances and to temporarily wdve MMA's contributions to rdl corridor 
development work to assist MMA in mdntdning its rdl corridors while remaining 
financially viable; and, 

WHEREAS, the parties have agreed to amend the teims of die Rail Funding 
Agreement accordingly. 

N03V, THEREFORE, in consideration of tiie foregoing and otiier good and 
vduable condderation, the parties do hereby agree as follows: 

1. Paragraph 1.2 of Section 1 - Payment of Funds is hoeby replaced in its 
entirety by the following: 

1.2. AU payments of Stete funds afler January 1,2004, 
shdl cover 80% of MMA expenditures in cdendar year 
2004 approved by the State. All payments of Stde fiinds 
made in the month of December, 2003 shdl be matohed by 
MMA on a four State dollar to one MMA dollar basis 
before December 31.2004. For puiposes of this 

PUBLIC VERSION ME 077 



Agreement, expenditures by MMA for engineering, labor, 
equipment, work, trains, matching materid (including ties, 
rdl, other track material, and bdlast), and odier necessary 
expenses incurred by MMA to incorporate and instdl tbe 
track raderids eligible for rcimbursement by die State 
hereunder shaU quabfy as matching eiqieiiditures under tbis 
section. 

2. All other terms and conditions ofthe Rdl Fuiding Agreement shdl 
remain in foil force and effect. 

IN WITNESS WHEREOF, the parties hereto have caused diis First Amendment 
to be executed by thdr duly authorized representatives as ofthe dde and year first 
written above. 

Dde Signed: 'J>S^e^^^ ^ . 2003 

Witoess 

MONTREAL, MAINE & A' 
RAILWAY, LTD. 

By.. 

Print Name: ^^boUT ^ . /^t,J>^/lfff) 

Tide: / f e»» iSvr^ ^ ^ 

I . . : . 

Date Signed: t ^ ^ / l / . ^ aay . 

Witness 

STATE OF MAINE, acting by and 
through the DEPARTMENT OF 
TRANSPORTATION 

Cole, Ctommisdoner 
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SECOND AMENDMENT TO 
RAIL FUNDING AGREEMENT 

This Second Amendment to Rdl Funding Agreement (the "Second Amendment") 
is made and entered into on this 3 ^ ^ day 0f3l&e>%S£O . 2003, by and between 
MONTREAL, MAINE & ATXANTIC RAILWAY, LTD., a Delaware coipoiation, 
having its principd place of business at Northem Maine Jet. Park, RR #2, Box 45, 
Bangor, Maine 04401-9602 ("MMA") and tiie STATE OF MAINE, acting by and 
through its Department of Transportdion, with a mdling address of 16 State House 
Station, Augusta, Mdnc 04333-0016 (tiie "State"). 

WHEREAS, MMA and tiie Stde entered into a Rdl Funding Agreement dated 
December 23,2002, the ("Agreement"), whereby the State, under the terms and 
conditions set forth in the Agreement, agreed to provide to MMA as successor to the 
Bangor & Aroostook Rdlroad Company certain fimds to be derived from Generd 
Obligdion Bonds for rdl corridor develc^ment work as provided by Privde and Specid 
Law 2001, chapter 38; and, 

WHEREAS, MMA has requested thd tiie State advance funds dlotted for 
expenditure in the 2004 construction season, for use in tbe 2003 construction season; and, 

WHEREAS, MMA has requested that the State advances in 2003 be mdched by 
MMA in 2004 and at a different percentage basis: and, 

WHEREAS, the State has deteimined that, in light of the continued financid 
straggles of MMA, it is appropride and in the public interest to make the requested 
monetary advances and to temporarily wdve N^lA's contributions to raU corridor 
development work to assist MMA in mdntaining its rdl conidors while remaining 
financially viable; and, 

WHEREAS, the parties have agreed to amend the terms ofthe RaU Funding 
Agreement accordingly. 

NOW, THEREFORE, in consideration ofthe foregoing and other good and 
vduable consideration, the parties do hereby agree as follows: 

1. Paragr^h 1.2 of Section 1 - Payment of Funds is herdiy replaced in its 
entirety by the following: 

1.2. All payments of State funds after January 1,2004, 
shdl cover 80% of MMA expenditures in cdendar year 
2004 approved by the State. All payments of State funds 
made in the month of December, 2003 shdl be matched by 
MMA on a foin- Stde dollar to one MMA dollar basis 
before December 31.2004. For puiposes of this 
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Agreement, expenditures by MMA for engineering, labor, 
equipment, work, trdns, matching material (including ties, 
rail, other track mderid, and bdlast), and other necessary 
expaises incurred by MMA to incoiporate and instdl the 
track mderials eligible for rdmbursement by the State 
hereunder shdl qudify as matehing expenditores under this 
section. 

2. All other terms and conditions ofthe Rdl Funding Agreement shdl 
remdn in fiill force and effect 

IN WITNESS WHEREOF, the parties hereto have caused tiiis First Amendment 
to be executed by their duly authorized representatives as ofthe date and year first 
written above. 

Dde Signed: "SEPBHaSt $0 .2003 

Witness 

MONTREAL, MAINE & ATLANTIC 
RAILWAY, LTD. y O 

PnntName: ^ O & i r C . ^ivkMrf^ 

Title: /9besft>&yr*'^^ 

I 
l'.2i 

Date Siened:^)^. / / ^^^aj . STATE OF MAINE, acting by and 
ttarough tbe DEPARTMENT OF 
TRANSPORTATION 

Witness 
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MMA CAPITAL AMOUNTS OWED BY YEAR UNDER GRANT REPAYMENT 
PROVISIONS OF AGREEMENTS 

Contract documents provide for MMA repiayment of capital fimding based on a 1 Oyr 
depreciation schedule by year upon filing of abandonment ofany lines in system. Based 
on MaineDOT payment records it is reconciled as follows: 

f\ i 

p 

-

C3 

1 

YEAR 

2002 

2003 

2004 

2005 

2006 

2007 

2008 

2009 

TOTAL PMTS MADE X DEPR. FACTOR 

$ 554,213 

$2,275,180 

$2,026,534 

$2,981,588 

$1,119,132 

$ 646,246 

$ 597,087 

$ 288,662 

X 

X 

X 

X 

X 

X 

X 

X 

.2 

.3 

.4 

.5 

.6 

.7 

.8 

.9 

TOTAL 

AMOUNT OWED 

$ 110,843 

$ 682,554 

$ 810,614 

$I;490;794 

$ 671,479 

$ 452,372 

$ 477,670 

$ 259,796 

U,956,I22 
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Northem Aroostook 

SUBORDINATION AGREEMENT 

For good and valuable consideration, the STATE OF MAINE acting by and through its 
Department of Transportation, with a mailmg address of 16 Stete House Stetion, Augusta, Maine 
04333-0016 C'MDOT) holder of a security interest in certain real or persond propeity and/or 
fixtures, evidenced by a UCC Financing Statement recorded at the Northem Aroostook County 
Registry of Deeds in Book 1426, Page 57, hereby subordinates die lien of said security interest to 
the lien of a Mortgage, Security Agreement and Financing Statement in tbe origind principd 
amount of Thirty-Four Million Dollars ($34,000,000.00) from Montieal, Mdne & Atlantic 
Rdlway, Ltd., a Delaware limited liability company, to the United States of America, 
represented by the Secretary of Transportation acting through the Administrator of the Federd 
Rdlroad Administration (tiie "FRA") (die "Mortgage") and agree that the Mortgage once 
executed, delivered and recorded shall have priority over the above-referenced security interest 
held by MDOT as if the Mortgage had been duly executed, delivered and recorded prior to die 
execution and ddivery of sdd security interest to MDOT and prior to the recording of said UCC 
Finandng Statement by MDOT. 

IN WITNESS WHEREOF, the STATE OF MAINE, acting by and" tiirough its 
Dqiartmoit of Transpratation, has caused this Subordination Agreement to be executed by . 
f\ai/iA ^- Cpce , its CantMt&SlorJefL^ , theretmto duly authorized this day of 
March, 2005. 

WITNESS: STATE OF MAINE DEPARTMENT 
OF TRANSPORTATION 

yjhrvi^ v ^ \ii,.y^iy,fAjyUx^ 
CtMMissiDriefL 

Print Name: hfUib fl. CDLE 

STATE OF MAINE 
COUNTY OF KENNEBEC, SS. March ? £ 2005 

Persondly appeared the above-named "V^Af̂ A'D A. Cft»-t= . Tftft^lX^ts^? »%^t rt. 
of the Maine Department of Transportation, as aforesdd, who acknowledged the foregoing 
instrument to be his/her free act and deed in his/her sdd capacity and the free act and deed ofthe 
Maine Department of Transportation. 

Before me, 

H H k L n o u r t S 
tktoyPutdicMaka 

5juftnr't»«^"g"i^Oeeeniber3.Z)9e 
Notary Public/Attomey-at-Law 
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Southem Aroostook 

SUBORDINATION AGREEMENT 

For good and vduable consideration, the STATE OF MAINE acting by and through its 
Department of Transportation, with a mdling address of 16 State House Station, Augusta, Mdne 
04333-0016 C'MDOT) holder of a security interest in certain red or persond property and/or 
fixtures, evidenced by a UCC Financing Statement recorded at the Southem Aroostook County 
Registty of Deeds in Book 4053, Page 261, hereby subordinates the lien of said security interest 
to die lien of a Mortgage, Security Agreement and Financing Statement in the origind principal 
amount of Thirty-Four Millton Dollars ($34,000,000.00) from Montred, Maine & Atiantic 
Rdlway, Ltd., a Delaware limited liability company, to the United States of America, 
represented by the Secretary of Transportation acting through the Administrator of the Federd 
Railroad Administration (tiie "FRA") (tbe "Mortgage") and agree diat the Mortgage once 
executed, ddivered and recorded shall have priority over the above-referenced security interest 
held by MDOT as if the Mortgage had been duly executed, ddivered and recorded prior to the 
execution and delivery of said security interest to MDOT and prior to the recording of said UCC 
Financing Statement by MDOT. 

IN WITNESS WHEREOF, die STATE OF MAINE, acting by and through its 
Department of Transportation, has caused this Subordination Agreement to be executed by 
b^liy A- CDL,6 its rjiiUMiCC/ojVB/t . thereunto duly authorized this day of 

March, 2005. 

WITNESS: STATE OF MAINE DEPARTMENT 
OF TRANSPORTATION 

\^hUy ^/UfnyritX^U'^.^ Bv: ^ ^ A / " ^ 
Its: Cmm^tPi^^fL 
Print Name: tit^iiti A- QiLG 

STATE OF MAINE 
COUNTY OF KENNEBEC, SS. March 2 i _ , 2005 

Personally appeared the above-named T ^ ^ ' P ***. C o t - g roA<.i>\?s^t «t»tn. 
of the Maine Department of Transportation, as aforesdd, who acknowledged the foregomg 
instrument to be his/her free act and deed in his/her sdd capacity and the fi-ee act and deed of the 
Maine Department of Transportation. 

Before me. 

ff U ^ i - S r [gu^oU 
W^i««wniBaBnExpgesDecBnliar^20D5 

Notary Public/Attomey-at-Law 
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Piscataquis 

SUBORDINATION AGREEMENT 

For good and vduable consideration, tiie STATE OF MAINE acting by and through its 
Department of Transportation, witii a mdling address of 16 State House Station, Augusta, Maine 
04333-0016 C'MDOT) holder of a security interest in certain red or persond property and/or 
fixtures, evidenced by a UCC Financing Stdement recorded d tiie Piscataquis County Registry 
of Deeds in Book 1610, Page 232, hereby subordinates the lien of sdd security interest to the 
lien of a Mortgage, Security Agreement and Finandng Stetement in the original principd 
amount of Thirty-Four Million Dollars ($34,000,000.00) firom Montreal, Maine & Atlantic 
Rdlway, Ltd., a Delaware limited liability company, to the United States of America, 
represented by the Secretary of Transportation acting tfarougfa the Administrator of the Federd 
Railroad Adminisfaration (the "FRA") (the "Mortgage") and agree tiiat the Mortgage once 
executed, delivered and recorded shall have priority over the above-referenced security interest 
held by MDOT as if the Mortgage had been duly executed, delivered and recorded prior to the 
execution and delivery of sdd security interest to MDOT and prior to the recording of sdd UCC 
Financing Stdement by MDOT. 

IN WITNESS WHEREOF, flic STATE OF MAINE, acting by and through its 
Department of Transportation, has caused this Subordination Agreement to be executed by 
J>Afib A- Ci>i.£ , its Cemi^iiiiofiet^ tho-eunto duly authorizedihis_^5j^day of 
March, 2005. 

WITNESS: STATE OF MAINE DEPARTMENT 
OF TRANSPORTATION 

V^p^U/ lO/o^**^*'>^-'-<^^<— By^Ar:: 
Its: CoMmic<:ioi^e.(l 

I Print Name: D/^vih A .Cnue, 

_ STATE OF MAINE 
i COUNTY OF KENNEBEC, SS. March , 2005 

Persondly appeared the above-named "Dft0»O A. CoV-g , C6/»Ai»'».t»s\o|J e a_ 
of tbe Mdne Department of Transportation, as aforesdd, who acknowledged die foregoing 
insbument tobe his/her free act and deed in his/her sdd capacity and the free act and deed of the 
Mdne Department of Transportation. 

Before me. 

>BIM.HLUIHUa 
NstaqrPubSc^llMna 

fflht5BtBrissl»i£xi)liasDBaenibg3.zg3S>" 

Notaty Public/Attomey-at-Law 
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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

STB Docket No. AB 1043 (Sub-No. 1) 

MONTREAL, MAINE & ATLANTIC RY., LTD. 
DISCONTINUANCE OF SERVICE AND ABANDONMENT 
IN AROOSTOOK AND PENOBSCOT COUNTIES, MAINE 

VERIFIED STATEMENT OF GARY V. HUNTER 

My name is Gary V. Hunter. I am Chairman and Chief Executive Officer of Rdlroad 

Industries Incorporated ("RIP'), and my business address is d 1575 Delucchi Lane, #210, Reno, 

Nevada. 1 have 34 years of experience in the rdlroad industry, having worked for Class I 

raibroads, and as a consultant to the industry. RII is 'a full service consulting finn providing 

services on, among other matters, operations, marketing, finances, equipment, industrid 

development, cost, rates, contracts, agreements, red estate, tiack and structures, training, safety 

and FRA compliance. Among its projects, RII developed an abandoned rail line for an inland 

port authority, including setting up the railroad and supervising operations, and acted as the 

genera] manager of a $5,000,000 short line, supervising and handling d l rail operations, 

customer service, finance and marketing. A complete description of my relevant experience and 

curriculum vitae follow this statement 

RII was originally retained by the Maine Department of Transportation C'MaineDOT") in 

November, 2009, after Montred, Maine & Adantic Ry., Ltd. C'MMA") aimounced plans to 

abandon the five lines that are the subject of this proceeding (the "Abandoiunent Lines"). I have 

been the principd contact for MdneDOT and have performed or supervised and directed d l of 

the work done by RIL RII was retained to prepare an analysis of the rail assets included in the 

Abandonment Lines, a traffic andysis, an operational feasibility andysis, and an examination of 
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the public benefits for preserving service. In the course of preparing a report for MdneDOT, RII 

interviewed shippers, met with representatives of MMA, provided detdled analysis ofthe lines 

to be abandoned, assisted with negotiations, performed track and bridge inspections, provided 

guidance, and reviewed confidential material. 

RII has now been retained by MaineDOT additionally to review and comment on the 

abandonment andysis presented by MMA in its Application. To prepare this Verified 

Stdement, I have reviewed the Application, including relevant Verified Statements, and certdn 

additional documents provided to me by MdneDOT as being produced by MMA in response to 

discovery requests. In addition, on April S-7, 2010, RII was permitted to inspect the 

Abandonment Lines. 

Traflic / Marketing Analysis 

During week of December 1, 2009, persond interviews with over 20 major shippers, as 

well as severd potential shippers, towns and economic development agencies, were conducted 

by RII to gain an understanding of the customers, trafiSc and service needs on the Abandonment 

Lines. Attached as Exhibit A is our Market Andysis including interview summaries." Based on 

the interviews we concluded that the current shippers are committed to using rdl service, and 

need it to continue at the present time and for their fiiture needs. 

Based on the interviews and on tra£5c figures provided by MMA for the past 5 years, RII 

determined thd for the 20 existing shippers and two potentid customers, expected traffic levels 

should be as follows: 
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CUSTOMER Freiqhl Rate 

Total Cars - Lov; 

Traffic Scenario 

Total Cars - High 

Traffic Scenario 

Total Cars - Witfi 

Potential Traffic 

' Scenario 

lAraostocfc Stardi 

Beaver Bfook Mdl Inc. 

Borate)! Inc. 

Calumliia Forest 

b e a d River Company 

[The Frber Resoufce Group 

Fraser r imtKr Ltd. 

Huber Engineering Woods 

living Woodlands LLC 

LousianaPaciRc 

McCain Foods 

MPG Fresh 

bavendish Farms Operations, 

Cavendish Agri Services 

bhandler Lake. Inc. 

Lane Construction Corp. 

b5iSr/Miic.'Traffi6^^J•.i•/.f^: • 

Inc. 

• ^ 

>:^": 
i ; ' : ; ^^ ' ' ; !?^^^^ ;.."'^/-'V';TotalTrBffliei-

S — 

h 

>P 
>!,- V : -'••- -w'T:'.- •- J''.'W131,',''''"-.<- • ;.-: '-^...iBafJ %0..:'̂ -

— . J . . . , 1 

.' , 12.557 ;• 

— 

— 1 

' -
'-::in 

The low and high traffic scenarios reflect projections for the year 2010. (Hie low traffic is 

mainly the voliune that the shippers are currentiy moving; the high traffic scenario primarily 

depends on the recovery ofthe macroeconomic environment and new trafGc opportunities.) This 

is generally consistent with MMA's reported base year traftic of carloads (Finley V.S., HC 

MMA 81), and forecast year traffic. However, as tiie economy and housing industry continue to 

rebound, our interviews indicate a strong potentid for an additiond 3,426 carloads, which would 

bring traffic levels up to over 12,000 carioads per year (the "high with potentid scenario"). To 

realizB this potentid, the macroeconomic prospects must continue to improve, and MMA would 

need to provide more frequent, and certainly more reliable service. Additionally, shippers would 

need to add infrastructure to accommodate more rdl volume. 

MMA states that shippers have shown littie interest in the Abandonment Lines, and that 

shippers have dtemate means of transportation avdlable to them. Application, HC MMA 20-22. 

My interviews indicated otherwise. The shippers I spoke with clearly depend on reliable rdl 

transportation. Without it, some of these shippers are facing the possibility of shutting their 
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facilities down. Any loss of business would represent a severe loss to the State of Maine 

generdly, and to Aroostook County in particular. Further, the feet that a number of shippers are 

contesting this abandorunent demonstrates their keen interest in preserving rail service. In fact, 

based on my interviews, it is MMA that has shown a lack of interest in serving the shippers. The 

on line customers for the most part do not have a strong voice with MMA, and MMA has shown 

very littie interest or ability to develop and maintain trafGc levels. As an example, MMA does 

not currently have a formd marketing plan for the Abandonment Lines. A rdlroad of this size 

and customer base needs to have a well-defined marketing plan that drives the operations and 

results in new opportuiuties. It should be noted that many of the customers interviewed stated 

that they had not seen anyone from MMA over the last several years. ' 

As far as dtemative transportation is concerned, tracking would be the only dtemative 

to rail service, and trucks are not readily avdlable in this region. Consequentiy, many of the 

mills and facilities were built and set up to handle rdl. Transloading does not make sense with 

many ofthe short hauls involved. If they are forced to forego rail service, shippers will incur 

significant additiond tiansportation costs. See Holland V.S. In addition, with the loss of rdl, a 

If minimum of 36,000 loaded trucks will be added to the tegiond highway system, causing 

^' congestion, higher road maintenance, more potentid accidents, higher fiiel usage and higher 

emissions in the regioiL 

Deferred Maintenance / Rehabilitation 

I 

MMA indicates in the Application that it spent $ on maintenance of way on the 

Abandonment Lines during the base year. Sheahan V.S., HC MMA 193. This equates to over 

I per mile. (In my meeting with MMA in December 2009, Ms. Sheahan indicated that. 

MMA was spendmg only $ per mile.) In our experience, raUroads generdly spend an 
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average of $3,000 to $5,000 per mile on track mdntenance for FRA Class 1 track. The average 

track maintenance of short line railroads ranges from $4,000 to $7,000, depending upon the 

condition of the rdlroad. At $ plus a mile, MMA should be able to maintdn at existing 

safety and track speed levels. Since MMA's mdntenance of way figure is consistent with the 

operating plan we prepared, discussed Ider in tiiis Verified Statement, we will accept the figure 

as a reasonable annual cost of maintenance for tbe forecast year. 

MMA claims that the estimated current deferred maintenance needs are almost $ 

million for the mainline in rail and ties in order to bring the Madawaska subdivision into FRA 

Class 3, and tiie otiier branch lines into FRA Class 2. Sheahan V.S., HC MMA 193, 222. 

Thereafier, MMA claims that the lines will require an additional $^ ' per year (over 

$. per mile) in noimdized annud capitd maintenance to maintain the Abandonment Lines 

in the upgraded condition. Sheahan V.S., HC MMA 226. However, MMA cannot justify these 

costs. Our operating plan demonstrates that the current FRA Class 2 for the Madawaska 

subdivision, and FRA Class 1 for the other branch lines is sufBcient to provide efficient service. 

Based on the recent track inspection, most of the Madawaska mainline is FRA Class 2 or FRA 

Class 3 track speeds, and most of the branch lines are FRA Class 1 or Class 2 today. The 

rdlroad overall is in good condition, and it will take very littie to maintain the current track 

speeds over the forecast year. The trafiSc volume of carloads equds to i. ~ 

I 

armud gross tons over these rdl lines, and with a well-developed track maintenance 

plan within the : /year stated earlier, MMA should easily be able to maintain this rdlroad 

at track speeds thd will dlow the trafiic to move efScientiy and safely. 

Also, based on RII's inspection ofthe Abandonment Lines, a capitd-expenditure of $1.S 

- $2 million would place these lines in good condition for the current classifications. This 

I 
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suggested work includes: (1) in-track welding of 100 # 39' jointed 1930-34 rdl (lO.S miles) 

with an estimded Cost of $1,050,000; (2) replace additional 5 worst miles of lOORA as 

\ identified by rdl test and mdntenance consultant with an estimated cost of $500,000; and (3) 

1 

remove short section of 80# and 2 switohes in Madawaska main line at Ft. Kent with an 

I estimated cost of $150,000. This does not include any work on the last 15 miles of the 

I Limestone Branch which has not seen any service for many years. Additionally, as discussed 

above, thereafier, standard normdized aimual maintenance of approximately $5,000 per mile 

m should be sufficient to mdntain the tracks in the needed condition. By claiming that the 

P Abandonment Lines need to be maintdned in higher classifications than are necessary, MMA 

overstdes the rehabilitdion costs, ongoing maintenance costs, and its cdcnlation of subsidy 

costs. 

On-Branch Avoidable Costs 
I 

I We have reviewed various aspects of MMA's oa-branch avoidable costs, and have 

identified various errors. 

Maintenance of Way 

According to the operation notes provided by MMA prior to this proceeding, there are 9 

people dedicated to maintenance of way on the Abandonment Lines, which is consistent with the 

number of mdntenance of way positions listed on HC MMA 109. 

Section 45G of the U.S. Tax Code, the Rdlroad Track Maintenance Tax Credit, is 

legislation that dlows shippers, contractors and suppliers of short line rdlroads to claim or 

transfer credits against the total amount of federd taxes owed by their shippers, contractors and 

suppliers under certain circumstances. It is based upon the money spent in track maintenance 

and qudifying upgrades to roadbeds, bridges and other relded rdlroad structures. We have been 
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asked by counsel for Maine DOT to assume diat the tax credit will be extended for 2010. 

Accordingly, we applied the same tax credit for the forecast year as MMA did for the base year. 

Based on our adjusUnents, the adjusted on branch avoidable cost for maintenance of way should 

be: 

Management Labor 
Labor: 
Materids, Supplies: 

45G Tax Credit: 

TotdMofW 

(Compare to Finley V.S., HC MMA 110.) 

Locomotive and Freight Car Maintenance 

MMA claims that 11 mechanics (6 for locomotives and 5 for freight cars) and 1 

mdntenance of equipment manager can be eliminated if the abandonment were granted. Finley 

V.S., HC MMA 83, 109. This is certainly an OEcessive number of mechanics to a<!sign to the 

Abandonment Lines even if you accept the claims that 12 locomotives and 760 fieight cars are 

being used on the Abandoiunent Lines. Further, as discussed below, it appears that MMA is 

currentiy otdy using 6 locomotives and approximately 450 cars are estimded to be sufficient to 

handle the traffic volume on the Abandonment Lines. RII believes that for the proper number of 

locomotives and freight cars to service the lines, no more than one manager and 4 mechanics (2 

for locomotives and 2 for freight cars) would be needed. Usmg the proper number of mechanics 

would reduce the labor costs for maintenance of equipment -locomotive costs (HC MMA 111) 

and the mdntenance of equipment - freight car repairs (HC MMA 112) for the forecast year to 

$: each. 
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Locomotive Usage and Expense 

MMA claims thd there are 12 locomotives assigned to Abandonment Lines whose costs 

can be avoided if tfie lines are abandoned. Finley V.S, HC MMA.83, 86. This claim is difficult 

to believe. MMA acknowledges that it operates only about 13 trains per week (HC MMA 27) 

and tiiat it uses only between 2 and 3 locomotives per day. IIC MMA 28. In determining 

avoidable costs, the questions should be what are they operating today and what is needed for tiie 

operation. 

hi eariier meetings with me, I was told tiiat MMA was using the following locomotives to 

provide service on the Abandorunent Lines: 

(This is dso consistent witii locomotive usage chart MMA provided to MaineDOT in discovery, 

a copy of which is attached hereto as Exhibit B.) Additionally, it should be noted tfid tfie types 

of locomotives actually used are not consistent with tfie types of locomotives MMA identifies 

will be diminated. Finley V.S., HC MMA 86. MMA can shift locomotives, so for ease of 

comparison, we will assume fliat tiie six locomotives MMA would achidly be able to eliminde 

would be five GE B39-8's and one GE C30-7. 
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The six locomotives would represent only 17.1% of the totd locomotive fleet of 35, as 

opposed to the 34.3% used by Mr. Finley in his allocations. 

Labor & Fringe ^ 
(1/2 mgr, 2 mechanics) 

Administrative 
Locomotive parts, eto. 

Totd locomotive M of E 

(Compare Finley V.S., HC MMA 111.) 

Further, the retum on vdue would be one-hdf of the $99,889 cdculded by Mr. Finley 

(Finley V.S., HC MMA 117), as would deprecidion. 

Freight Car Usage and Expense 

MMA claims thd this abandonment would dlow it to save the costs of 760 surplus 

railcars. Our andysis shows that it is unlikely thd MMA is currentiy using that many cars to 

provide service on the Abandonment Lines. In doing some andysis of the car supply, MMA is 

responsible for providing cars for on line moves and trafGc originating on these lines. Locd 

Maine moves totd cars, and originating moves for which MMA supplies cars are ~~ 

for a total of cars. If I divide that niunber by 760 cars, thd means MMA cars would be 

turning only 9 times per year. Even at 12 times a year, they would need a fleet of only 550 cars. 

This would be very poor management of assets, even at these numbers. At worse case, the locd 

Maine cars should get 10-15 day turns, while the cars originding in Maine and going outside 

should get 20-30 day turns. At these tum rates, the needed car fleet size would be as follows: 
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68 103 

236 354 

I 
y 

The chart shows thd if MMA were operating efficientiy, they would need between 304-457 cars 

in their fleet, not 760. The extra cars are an unnecessary cost to the MMA operation. (This dso 

assumes that MMA supplies d l cars for locd traffic or traffic originating on their lines. In 

redity, MMA probably does not supply 100% ofthese cars.) 

According to RII's rdlcar utilization efHciency andysis shown above, for the operdions 

on the Abandonment Lines, the service should require no more than 450 cars given the traffic 

volume. Accordingly, various costs dlocated to the freight cars should be reduced by 40% to 

reflect the costs of cars that are not necessary to provide service on the lines. It should dso be 

noted that based on our review of the car leases provided to us by MMA, the leases on almost 

400 of the cars will expire by the middle of the forecast year which ends in January 2011. See 

the following lease chart: 
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MMA Car Leases 

Company 
Number of 

Cars 
Term 

TOTAL 918 

I ^ ^ H ^ ^ H H P I H i P H H B I i _ H H i H i ^ ^ H 

) 

MMA shows freight car avoidable cost of • (lease costs plus car hire payables 

less car hire receivables). Finley V.S., HC MMA 86. According to Finley's Statement, the totd 

railcar lease avoidable cost for 760 cars is . . . The rdlcar lease avoidable cost for 450 

cars needed for current operations is estimded at . If we also apply the same 

m percentages for car hire payable and receivable, this would result in a totd of $~ 

railcar avoidable cost. 

Using only 60% ofthe number of freight cars dso would of course lead to a lower level 

of freight car expenses, including the reduced number of mechanics necessary to mdntdn the 

cars, as discussed above: 
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Labor & Fringe 
(1/2 mgr, 2 mechanics) 

Administrative 
Freight car parts, etc. 

Totd freight car M of E 

(Compare Finley V.S., HC MMA 112.) 

Transportation Costs 

Since tfiere are only six instead of twelve locomotives actually being used for the 

operations on the Abandonment Line, the totd fuel and sand expenses should be reduced by one-

half each. The reduced fuel amount is consistent with (although somewhd higher than) the fiiel 

cost in RH's operating plan. 

MMA elimindes all of the "crew start costs" dthough no traimnen are actudly shown in 

the list of positions to be eliminated. See HC MMA 109. Thus, it is not clear whetfier dl of the 

as.<ioc{ated positions will be saved. Because we do not have sufficient information to determine 

how many positions will actudly be saved, we have not made any adjustment to these costs. For 

the forecast year, transportation avoidable costs shquldbe adjusted as follows:' 

Management labor 
\il Abandonment Line Labor 

Abandonment Labor Fringe 
jM Diesel Fuel 
l i Sand 

Misc. Expenses 

Total 

(Compare Finley V.S., HC MMA 113.) 
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Summary of On-Branch Cost Adjustments 

The adjustments to On-Branch Costs cdculated by RII, and discussed above can be 

summarized as follows: 

On-Branch Avoidable Qist Comparison (Forecast Year) 
Finley's Exhibit 1 RII's Estimate 

Maintenance of Way 
Maintenance of Equipment 
Transportation 
General Administrative 
Deadheading, Taxi & Hotel 
Overhead Movement 
Freight Car Cost 
Retum on Value-Locomotive 
Return on Value-Freight car 
Revenue Taxes 
Property Taxes 

gi/r^^v J-;-

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

Total On4uiihch cojf.?'.',-̂  v'j!-,.--:-i.rn.'5'̂  '-:••.:•.?•>!' 
,i.'-.-_Sr.'2i ^ 

Total Avoidable Cost 

Economic, Safety and Environmental Impacts 

As part of our work for the State we reviewed the economic, safety and environmentd 
I 

impacts that the proposed diandonment would have on the Aroostook County region of the 

State. Many environmentd, economic and safety benefits from retaining the rdl infrastmcture 

were identified and can be summarized here. 

Maine Rail Initiatives 

Retention of the rail lines would complement other Maine rdl program initiatives, 

includiiig the Industrid Rail Access Program and Freight Rdl Improvement Program. The 

Mdne Freight Strategy identified this rdl corridor as important to the economic viability ofthe 

naturd resource-based industries of northem and western Maine. Mdne dso established the Rail 

Conidor Protection Program to purchase, lease or otherwise partner with rdlroad to improve rail 

corridors that are at risk of abandonment or have deferred maintenance due to reduced traffic 
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levels. The god of this program is to protect economic assets including paper mills, forest and 

I lumber product facilities and other manufacturing facilities criticd to the state's economy, 

sustainability and overdl quality of life. 

Economic Impact 

MaineDOT has identified twenty-one (21) businesses that use rdl transportation in 

Aroostook County. The outright abandonment of freight rail service would have an immediate 

and direct negative economic efTect on these companies which are locded in this county. These 

M conq)ames, ahready experiencing serious economic challenges, would endure increased operating 
I 

M» costs for the delivery of materials used in production, in tum making them less competitive in 

regiond and nationd markets. Without continued rdl service these firms may be forced to cut 

production levels, potentidly resulting in layoffs. 

F-nvimnment Cost for Abandoning the Railroad 

' If MMA eventually abandons the Madawaska Subdivision and the rail service dong this 

H line is completely shut down, the potentid damage to the community would be sigiuficant. At 

the beginning, all the shippers dong the line might have to divert all their current trafiic to truck 

\i$ to try to survive. This will crede a huge traffic burden on Maine's existing road transportation 

f l system in highway maintenance cost, increased fuel consumption and q)ending and pollutant air 

emission. In the long run, the shippers dong the rdl line will lose their competitiveness due to 

the increased cost of truck shipping. If we assume all the business will be able to survive and 

have to divert dl the traffic to track, here is the snapshot ofthe environmentd cost resulting fit}m 

the closed rail service: 
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Summary of Environmental Impact if Railroad is Abandoned 

Transportation System Impact 
Additional Annual Pavement Replacement Costs 

Potential Additional Highway Accidents 
Total Additiond Fuel Consumed (Gallons) 
Totd Additional Fuel Consumed (Dollars) 

Environmental Impact - Air Emission 

^ 
Carbon Dioxide Emission 
Nitrogen Oxide Emission 
Carbon iVionoxide 
Hydrocarbons 
Volatile Organix Compounds 

$ 

• 
Total, Added Air Emission |n 

3,528.000 
202 

2.162,403 
6.487.208 

159.835.80 
2.811.15 
1.333.35 

333.34 
666.88 

I 

Increased Highway Maintenance Cost 

According to a jx^vious Pennsylvania Raihroad Economic Assessment Study, the 

margind pavement replacement cost exceeding state diesel tax revenue ($/ton mile) is at an 

average of $0,007 per ton mile nationwide. If we borrow this variable to quantify the 

environment cost of diverting all the rdl traffic to tmckload, the additiond aimud highway 

maintenance cost and congestion price are estunated as follows: 

Addi t ional Highway Maintenance and Congest ion Expenses 

Average annual buck trips added if railroad abandoned 

A>erage tons pertnck load 
Average hairiing miles via truck wfthln the State of Mane 

Additional Annual Highway n/laintenance Expenses 

Number of annual tmck trips added 

Addtional annual pavement replacement costs ($ per ton mile) 

Potential Additional Highway Accidents Per Year 

36000 

25 
400 

: : V'-iJnltviiikbfe,--:r'; • l r ' : .~ ' -~v^'7abi '^^. : . \ 

S 0.007 

0.28 Per 1 millton vehicle miles 

36.000 

•m^ir^mim 

202 
This calculation is based on the following assumptions: 

1. Annud trafSc is estimated at 9,000 rdl cars. 
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2. Each rdl car is assumed to be equivdent to four truck loads, with each truck holding net 

2S tons of conunodities. 

3. The net weight of a truck without load is assumed at 10 tons. 

4. The average hauling miles of one way truck traffic within the State of Maine is estimated 

at 400 miles. 

Additiond Fuel Consumption 

According to United States Bureau of Transportation Statistics data, rail fuel 

consumption is ^proximately 87% less per ton-mile than trucks. One gdlon of diesel fuel 

moves one ton of fireight an average of 406 miles by rdl compared with 217 miles that one 

gaUun of diesel fuel can move by truck. The following facts compare the fuel efficiency of rail 

transportdion to trucks: 

a If just 10% of the freight moved by highway was diverted to rdl, tiie ndion could save as 

much as 200 million gallons of fuel annudly. 

O Rdlroad iiiel efBciency has increased by 72 % since 1980. At that time, a gdlon of diesel 

fuel moved one ton of fireight an average of 235 miles, hi 2001, the same amount of fuel 

moved one ton of fireight an average of 406 miles. 

<S Trains are 2-4 times more fiiel efficient than trucks on a ton-mile basis. 

It is becoming more and more apparent thd trucks are adding to the daily trafGc 

congestion on all of our m^or highways. The trend is that all the transportation related 

government agencies, regardless it is Federd level, Stde level. County level or City level, are 

making great efforts to divert as much truck traffic possible to rdl, the opposite effect of forced 

diversion of traffic fitim rdl to truck will not only add significant additiond trafiBc to road, but 

dso increase the fuel consumption, and thus emit more dr pollution as well. The quantified cost 
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of diverting the rail traffic dong the intended abandoned rdl line to tmck is illustrated as 

follows: 

Additional Fuel Expenses if Railroad Abandoned 

Fuel Effieiertey (Ion mdei per gallon of (SCBCI) 

Average annual track trips added if laikoad abandoned 

Average tons per tmck load 

Average hauling mles via truck 

Total added annual truck trips 

Total added Ion mles 

Additwnal Fuel Used h Gallon 

AddiUonal Expenses in $ Assuming S3. Per Gallon 

Total Additional Fuel 

ConsLfnption via Truck 

406 21T 

36.000 
25 

400 
36,000 

i.ooe.ooo.ooo 

2.482.759 4.645.161 f f f . : • g y ^ > 2 i l 6 Z i l B 3 
$ 7.448.276 $ 13.935.484 i lSS^ iS ig i f c ^ fgSo i f i 

i 
1-:̂  

Emissions 

According to U.S. Environmentd Protection Agency data, rdl emissions are firom 75% to 

96% lower per ton-mile than trucks for three criteria pollutants: carbon monoxide, volatile 

organic compounds and NOx. In addition, automobile trafiic tends to increase in emissions in 

urban areas when there is increased truck traffic involved due to lower speeds traveled -A few 

facts about emissions comparisons include: 

• The U.S. EPA estimdes that for every ton-mile, a typicd truck enuts roughly three times 

more nitrogen oxides and particulates than a locomotive. Other studies suggest that trucks 

emit 6 to 12 times more pollutants per ton-mile than do rdlroads, dependmg upon the 

pollutant measured. 

• According to the American Society of Mechanicd Engineers, 2.S million fewer tons of 

carbon dioxide would be emitted into the air annually if 10% of intercity freight now 

moving by highway were shifted to rdl. ' 

• Trains are 3 to 4 times cleaner than trucks on a ton-mile basis. 
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If we just look at the number of truck trips thd will potentidly increase from the 

abandoning ofthe MMA's Madawaska subdivision, the d r emission will significantly increase 

and the increased air emission is estimded as follows: 

Environmental Impacts - Additional Air Emissions if Railroad Abandoned 

Uverage annual tnicfc trips added If raiboad abandoned 
Average tons per truck load 
Average hauling miles via truck 
Total added annual truck trips 
Totd added ton mHes 

p/ariables of Air Emission Increase 
(Note: Variables are rail vs.tnjck grams per ton-mile) 

Carbon Dioxide Emission 
Nitrogen Oxide Emission 
Carbon Monoxide 
Hydrocartxms 
Volatile Organix Compounds 

IfSource; Carpenter, T.G. The Envimnmetnal Impacts 

36,000 
25 

400 
36.000 

1,008.000.000 

^ ^ ^ ^ ^ T ^ ^ H T o t a l Added Air 
143.85 

2.53 
1.2 
0.3 
0.6 

ta Railways) 

Emission in Tons 
159,835.60 

2.811.15 
1.333.35 

333.34 
666.68 

i 
d 

Safety Impacts 

In addition to the safety impacts of air quahty degradation, adding a minimum of 36,000 

truck loads per year to the state's highway system dso poses serious safety concerns for roadway 

travel. More truck trafSc increases the probability and instance of traffic accidents on highways 

and could potentidly increase insurance premiums in the area. 

I 

There is dso a misconception thd abandoning rdlroads will reduce the number of 

railroad crossings, thereby reducing the number of accidents at rdlroad grade crossings. 

However, adding trafiic to the other crossings does not reduce the number vehicles traveling 

over grade crossings. Adding a minimum of 36,000 additiond bucks traveling over the existing 

grade crossings throughout Mdne's extensive short line railroad network will likely increase the 
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traffic over even busier grade crossings, not reducing the probability and instance of crossing 

I accidents at dl . 

Net Liquidation Value - Track and Track Materials 

Net Liquidation Vdue ("NLV") refers to the market vdue of an asset less the costs 

I associated with its disposd. The disposd costs can include, but are not limited to, the following: 

time to liquidde, sdes commissions, excavation, disposd, and environmentd restoration. In 

essence, Net Liquidation Vdue is the realizable vdue ofthe assets - the track, land, equipment, 

y vehicles and other stmctures — less the costs associded with their disposd to be used for any 

m other puipose. 

On April S-7, 2010, RII was dlowed to inspect the track on the MMA segments planned 

for abandoiunent. The inspection was performed by RII Associate, C. David Pettry, former 

Assistant Chief Engineer for CSX Transportation. A copy of his curriculum vitae follows this 

statement Based on this inspection, the rdl weights and condition of the rail differed slightly 

• fiom that as presented in MMA's NLV dated November, 2009. (To the extent MMA relied on 

track charts and rdl charts, the visud inspection should be more reliable. In discussions with 

' ^ RII, MMA acknowledged that the track charts and documents had not been updated.) MMA 

M estimated a total of 3,300 ties per mile to derive the total number of ties on the line; however, 

according to Mr. Pettry's inspection, the average totd number of ties per mile is estimated at no 

1 more than 3,000 ties with significant consistency dong the lines in all five subdivisions. The 

discrepancy of average totd number of ties counted per mile would decrease the gross number 

and vdue of ties, and tbe totd removd and transportation cost of the ties. In addition, the 

reduced tie count would dso reduce the totd OTM weight Compared with the previous count 

I of 3,300 ties per mile, 3,000 ties per mile represent about 9% reduction in totd tie counts. It is 

•7 
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reasonable to estimate that the totd OTM weight should be reduced by at least 9% as well. RII 

applied the 9% reduction on the totd OTM weight to derive the updated estimated NLV for d l 

five subdivisions due to the consistent tie count of about 3,000 ties per mile. 

Using the unit steel and sdvage vdues presented by MMA in its analysis, would require 

the following adjustments to NLV: 

Madawaska Subdivision 

The total mileage of Madawaska subdivision including mainline and sidings is 183.57 

miles. RII made the adjustment for ties discussed above. According to MMA's NLV report, 

there was no 70 lb. rdl recorded. However, Mr. Pettry did spot about 19.17 miles of 70 lb. rdl, 

which would be scrapped compared with what was previously reported as 100 lb. rdl for relay 

use. There is dso about two miles less of 112 lb. rdl than was stated in the MMA NLV. 

Additiondly, Mr. Pettry counted a totd of only 97 turnouts, compared with 113 turnouts thd 

were in the MMA NLV, which would result in a reduction of the NLV by approximately 

$? 

Summary: MMA $ . . RII $' . 

Fort Fairfield Subdivision 

There is a total of 12.3 miles at Fort Fairfield subdivision including ten miles of mainline 

and 2.3 miles of sidings and other track. There are about 2.3 miles of 70 lb. rdl thd was recorded 

as 80 lb. rail on MMA's NLV report. This would reduce the track valiie by about $7,000. RII 

made the adjustment for ties discussed above. 

Summary: MMA S RII $ 7 ^ 
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Limestone Std>division 

There is a totd of 3S.3 miles at Limestone subdivision including 29.85 miles of mdnline 

and S.45 miles of sidings and other track. There is no discrepancy in tracks reported. Only the tie 

adjustment discussed above will affect the NLV of this subdivision. Since 90% ofthe ties were 

reported to be equdly salvj^ed as landscape and scrap, only 10% ofthe relay ties will affect the 

tie vdue. However, the removd cost and transportation cost ofthe ties would be reduced as well 

due to the reduced tie count per mile, which ultimdely increases the NLV for this subdivision 

slightiy. 

Summary: MMA $' RH $' 

Presque Isle Subdivision 

There is a totd of 29.1 miles at Presque Isle subdivision including 25.3 miles of mdnline 

. and 3.8 miles of sidings and other track. There are about two miles of 70 lb. rdl that was not 

recorded by MMA. The totd mileage of 85 lb. rail was overstated by one mile. RII dso made the 

• tie adjustment discussed above. 

Summary: MMA $' RII $' " 

Houlton Subdivision 

The totd mileage of the Houlton Subdivision is 24.43 miles including mainlLoe, sidings 

and other tracks. There are approximately 3 miles of 75 lb. rail that was not recorded by MMA. 

The total length of 100 lb. rail was overstded by over hdf a mile compared to the amount shown 

in MMA's NLV report. Agdn, RII made the tie adjustment discussed above. 

Summary: MMA $' " " RII $<' 
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The NLV adjustments based on the inspection are summarized in the following chart: 

Madawaska Subdivision 
Houlton Subdivision 
Presque Isle Sulidivislon 
Fort FairfieM Subdivision 
Limestone Subdivision 

Sheahan VS; Exhibit p- Rll Adjusted i 

Total NLV of Track & Ties $ 

I 

Ms. Sheahan discounted her cdculdion of NLV to present vdue to account for the time it would 

take to sdvage the track and materids, and concluded that the discounted present value of the 

NLV would be $' Sheahan V.S. at 192. Applying the same interest rate of 5% and 

the same assumption regarding the time period it takes to dispose ofthe rdlroad, the discounted 

present vdue of RII's Adjusted Net Liquidation Vdue is $ 

Additional Adjustments to NLV 

In reviewing the MMA calculation of NLV we noted that MMA did not include any 

increased salvage costs for the restoration of public at-grade crossings, including the paving that 

would be required by the removal. Although MMA shows 58 signdized crossings, the FRA , 

inventory shows 98 total public at-grade crossings. We imderstand fix)m MaineDOT, thd the 

cost of restoration will conservatively be $8,000 fier crossing. See Moulton V.S. Accordingly, 

the NLV should be reduced by an additional $784,000 to reflect additiond costs of salvage. 

Additionally, there were no bridge removal costs or crossing removd costs accounted for 

in the MMA NLV. RII's bridge consultant expert, Charles (Sonny) Cooper, whose resume is 

attached following this statement, reviewed avdlable bridge reports for the Madawaska 

subdivision MP 108-180, and for the Fort Fdrfield, Houlton and Limestone branches. RII was 

not provided with bridge reports for the Presque Isle subdivision or the bridge report for 

Madawaska subdivision from MP 181 through 260. Mr. Cooper dso reviewed aerid 
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photographs ofthe rdl line, rivers and land they cross to determine an estimated cost to sdvage 

all bridges on the line to the nearest sdvage locations. 

[ Per Mr. Cooper's analysis, a bridge removd cost estimate of $1,780 per linear foot was 

detennined to be appropriate, subject to the following: 

1 • Mdne DEP lead abatement regulations 

I • State disposd regulations 

• Possible Federd and State environmentd studies required per creek/river 

Qi,' • Possible Federd and State endangered species reguldions 

M The totd removd costs in this estimate are conservative, and additiond environmentd factors 

would only increase the sdvage costs. 
I 
I Mr. Cooper noted a totd of 20 bridges that would have substantid removal costs totding 

2,770 linear feet or a total removal cost of $4,930,600. Mr. Cooper estimated there should be 

roughly SOO tons of bridge scrap (not including rdl) with a scrap vdue of $100,000. Even 

• accounting for an estimated-additiond-sdvage value of bridge-materids of $100,000, removd 

, costs will fiir exceed the vdue of these bridges. The remaining smaller bridges (totding 

approximdely 569 linear feet) would have a zero dollar vdue, where the sdvage costs would d 

least cancel out the scrap value from any bridge materials. 

Since the STB does not usudly dlow for sdvage vdue of a stmcture to exceed the vdue 

ofthe structure, the vdue ofthe rdl for d l bridges should be deducted from tiie NLV. There are 

a totd of 3,339 linear feet of track on tiie bridges for the 4 subdivisions for which bridge reports 

were provided (no report was provided by MMA for the Presque Isle subdivision). See Exhibit 

C attached hereto. The rail on these bridges should dso be deducted from the NLV). Assuming 
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115 lb. rdl makes up the majority of, if not dl, of the bridges, the following cdculation shows 

the amount that should be deducted firom the NLV for bridges: 

3,339 X 2 = 6,678 a x .0364166 (net tons per foot) x $''~r(sdvage vdue) = $170,233 

The discounted present vdue of the rail on the bridges would be $ 

Operational Feasibility 

As part of RII's initid engagement, I prepared operationd andyses to determine if the 

Abandonment Lines could be operated profitably by and as a stand-done short line. The 

andysis included a review of the operationd requirements of the line and their associated costs 

to determine the economic sustainability ofthe line. The andysis took into account the traffic 

numbers, estimded rates and other revenue sources, as well as the costs of operating the line 

based on shipper service requirements. 

We can now use these andyses to act as a base line of the reasonable costs needed to 

operate at the current levels. (As a stand-done, it is likely that some costs would be higher than 

• those of MMA currentiy since MMA can share certain employees and equipment with other 

parts of its system. Attached as Exhibit D are relevant excerpts for the operating feasibility 

andyses that I ran for the different traffic levels discussed in the Traffic / Marketing Andyses 

above. When the studies were first done, we did not have actud revenue figures firom MMA, 

and I used estimdes. 

In the Application, MMA indicates that in the base year its revenues were $r ' for 

its ' . carloads - an average of $• per car. Finley V.S., HC MMA 81. With tiiis new 

revenue figure, I re-ran the andyses, and excerpts firom the results for the different traffic levels 

are attached hereto as Exhibit E. 

1 

iM 
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Even at the lower revenue number in my initid model, the models indicate that the 

operations can make money with just a small increase in traffic. It certainly makes money if the 

lines redize their high potentid. With the higher revenues MMA is earning, operations should 

already be making money. 

The revenues on the Abandonment Lines represent 28% of the revenues' eamed on the 

entire MMA. It is imclear how the loss of this income will impact MMA's ability to cany an 

undtered debt service supported by less revenue. This leads me to conclude that MMA's 

problems are not driven by losses generated by operating the Abandonment Lines but rather are a 

reflection of broader problems with the whole system. 
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VERIFICATION 

I, Gary V. Hunter, Chairman and Chief Executive Officer of Raihroad Industries 

Incorporded, verify under pendty of perjury that stdements contained in the foregoing Verified 

Statement are true and correct to the best of my knowledge and belief Further, I certify that I 

am qudified and authorized to file this Verified Statement. 

Executed on April 20,2010. 

GaryV. 
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Expert Experience 

m 

I 

Rail Career Background 

My railroad career started June 1,1976 after completing my BA Degree in Business at 

San Francisco State University. While working full time at the Western Pacific Railroad, 

I completed my Masters Degree in Business in December, 1979. In 1980.1 was named 

MBA student of the year at San Francisco State University. 

In June of 1976,1 was hired by the Western Pacific Railroad with headquarters in San 

Francisco. My first assignment was an assistant trainmaster/agent in Oakland, 

California's yard. I had 1 week training at the division headquarters in Sacramento 

before mastering the job. Nine months later, I was promoted to Trainmaster. After a 

year and a half, I moved to San Francisco headquarters to take the position as 

Transportation Budget Officer for the system. After a year, I was promoted to Regional 

Trainmaster, headquartered in Freemont, California. My operating career spanned five 

years with Western Pacific and I was able to advance and learn job positions quickly. I 

stressed safety, rules and a safe work environment for all personnel. I had extensive 

involvement with all agreements, real estate and train operatbns. 

In June of 1981, Southem Pacific Railroad contacted me about woridng with their 

marketing department My first job was Assistant Marketing Manager of Bulk services 

and a year later, I was promoted to Market Manager of Bulk Services. My next job was 
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Product Manager for Construction Materials. I later went to the Intennodal department, 

first as an Assistant to the Assistant Vice President of Intermodal and later, Manager of 

Intermodal Mariteting. My last job with Southem Pacific was Group Manager of 

Marketing Programs. In this capacity I handled special projects, merger wori<, branch 

lines, agreements and woric with several departments including mariceting, operations, 

economics, equipment, engineering, real estate and the executive department. 

Upon leaving Southem Pacific in 1987,1 went to wori( for Transportation Mari^eting 

Services in Pleasant Hill. California. This consulting firm handled the Rio Grande 

merger with Southem Pacific including ail operations, agreements and negotiations. The 

firm also handled shipper and shortline work. 

In 1989,1 turned Railroad industries Incorporated (RII) into a full time consulting 

practice. The largest 2 assignments included developing an abandoned rail line for 

Peny County Port Authority/Hoos'ier Southem Railroad, including setting up the railroad 

and supervising operations for several years and then serving as General Manager for 

the Arkansas Midland Railroad, supervising and handling all rail operations, customer 

service, finance and mariceting. RII today has developed into a full service consulting 

firm handling operations, mariceting, finances, equipment, expert witness, industrial 

development, cost, rates, contracts, agreements, real estate, track and structures, 

training, safety. FRA compliance and many other areas. RII clients include Class I 

railroads, short-lines, shippers, industrial developers, investors, economic development 

agencies, cities, counties, states and investors - both groups and individuals 
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Resume 

Gary V. Hunter 

Experience 

Railroad Irtdustries Incorporated 

Chairman and Chief Executive Officer - Reno, Nevada 1997-Present 

ui Chainnan and Chief Executive Officer - Hot Springs. Arkansas 1993-1997 

™ President - Reno, Nevada 1983-1993 

Mr. Hunter put his rail hands-on experience into his own consulting firm to provide 

expertise to rail shippers, railroads, publk: transportation and economic development 

agencies, private investors and other transportation service companies across the 

country. Woric has included branch line analysis, equipment utilization and analysis, 

development of operating plans, maricet development, transportation costing, intermodal 

analysis, merger studies, developing short line railroads, and financial analysis. Mr. 

Hunter sen/es as the Chairman and CEO ofthe firm, managing all major business 

decisions, in addition to serving as Project Manager for most projects. He ensures 

quality control and provides most input for contract negotiations between Class I's, 

shippers and short line railroads, altemative operations scenarios and traffic 

development strategies. Projects of note include Expert witness services for injury, rate, 

equipment, right of way and contract issues; Project Management for Utah Coal Rail 

Line development; 100's of NLV and GCV evaluations for short line, regional and 

I 
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branch line railroads; yard and terminal operations analysis for 12 BNSF Railways' 

' tenminals nationwide; Contract switching, operations and economics analysis for 

shippers nationwide, including Procter and Gamble, Cargill Grain, AK Steel. Palladon 

Iron, Sierra Pacific Power, Martin Marietta Materials and Bayer Materials; and Shipper 

Coalition projects in California, Oregon and Utah to protect rail service for future 

economic development. 

I l l Arkansas Midland Railroad, General Manager 1993-1994 

m Jones Mill. Arkansas 

Mr. Hunter was responsible for the overall operations of a $5 million short line railroad 

I which includes 131 miles of track. 37 employees, and 21,000 annual carioads. The 

maintenance of way, maintenance of equipment, operations, marketing and agenc:y 

I departments reported to Mr. Hunter. In addition, Mr. Hunter was responsible for all 

purchasing activities and real estate transactbns. 

k 
Transportation Mai1(eting Services, Inc.. Consultant 1987-1989 

Pleasant Hill, Califomia 

Mr. Hunter was responsible for achieving revenue and profit objectives ofthe firm as 

directed by the,President. His duties included market development, strategic planning, 

equipment analysis, physical distribution analysis, branch line acquisition analysis, 

competitive analysis, market research, contract rate negotiations, sales development. 
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operations analysis, and development of business plans. He prepared testimony, traffic 

and revenue projections diversion estimates, and traffic flow analyses for the Anschutz 

\ Corporation and Rio Grande Industries in their acquisition of the Southern Pacific 

Transportation Company. Clients included the government, shippers, transportation 

companies, and port authorities. 

Southem Pacific Transportation Company, San Francisco, Califomia 1981-1987 

[1 Mariceting Services Department 1986-1987 

m Intermodal Department 1985-1986 

Maricet Planning Department 1981-1985 

I 

In the Mariceting Sen/ices Dept, Mr. Hunter was responsible for achieving revenue and 

profit objectives for the corporatbn as directed by the Assistant Vice President -

Marketing Services. His duties included developing agreements with other railroads, 

developing a networic of short-haul TOFC trains, and evaluating the competitive 

environment and implications for the corporation. He was involved with branch line 

sales and agreements, woricing with both investors and financiers to develop short line 

railroads. He handled SPTCo's application for trackage rights in the Union Pactfic-

Missouri-Kansas-Texas Railroad merger including a traffic flow analysis, diversion 

estimates, and revenue projections. 

o 

In the Intermodal Dept., Mr. Hunter was responsible for spedat studies on all aspects of 

domestic and international TOFC and container traffic as directed by Assistant Vice 
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President - Intermodal. His duties included contract development and negotiations, 

developing and analyzing costs, developing and analyzing various maricets, and pricing, 

I' representing approximately $500 million in annual revenue. 

In the Market Planning Dept, Mr. Hunter was responsible for the maricet development 

and pricing of the aggregate and cement (ximmodities representing approximately $80 

million in annual review. He was originally hired as Assistant Manager. Maricet 

Development - Bulk Sen/ices (May 1981-July 1982), and promoted to Product Manger, 

Mariceting & Sales - Aggregates and Cement (July 1982-1985). His duties included 

forecasting and analyzing of prcxluct maricet with objective of expanding SPTCo's 

market share, reducing operating costs, and increasing profit margin. Additional 

responsibilities included negotiation of contracts with customers, developing and 

analyzing costs, and commercial deciskins involving equipment allcx:ation and 

acquisition. In response to the Staggers (4R) Act, directed marketing efforts in 

aggregates/ cement from tradittonal single car rate to unit train contracts generating a 

20% increase in SPTCo's share in the western railroad maricet. Over a three-year 

period, this represented a net contribution turnaround from an $8 million loss to a $5 

million profit. 

I 
k m 

IVesfem Pac/Wc/?a//rDad, Transportation Department 1976-1981 

San Francisco and Bay Area 
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Wf. 

Mr. Hunter's responsibilities included both staff and direct line supen/ision of railroad 

operations. Staff positbn reported to Director-Operating Administiration. 

Responsibilities included projecting and monitoring of annual system operating budget 

of $70 million; in-depth analysis of operating expenses; working with line managers to 

determine and coordinate individual terminal and district costs with overall system 

forecast; presentation of budget variances to Vice President-Operations; and providing 

guidelines and requirements for the programming of departmental reports. This line 

position reported to Division Superintendent. Mr. Hunter was responsible for directing 

rail operations in the district between Oakland and Stockton - the fastest growing region 

on the railroad, which generated $15 million in gross revenue with an operating budget 

of $2.2 million. The territory comprised a variety of rail operations; main and branc;h 

I line, industry and road switching, interchange, and joint ^cilities. Mr. Hunter 

' cx}ordinated schedules, assignments, and train perfomtance to customer requirements 

• with other departments of the railroad (i.e. Sales, Car Distributton, Train 

Operations/Dispatching, Roadway, and Mechanical). He also supen/ised train and 

engine operating employees within the district in addition to 20 station employees. 

Education 

Master of Business Administration, San Francisco State University . 1976-1979 

Selected as Master of Business Administration "Alumnus of the Year" 1980 

Bachelor of Art, Business Administration, San Francisco State University 1972-1976 

Majors: Business, Transportation, and Real Estate 

m 
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Awards 

Selected to receive Strathmore's Who's Who for 2(X) 1-2005. This award recognizes 

individuals who have demonstrated leadership and achievement in their occupation. 

industry or profession. 

Selected to receive the 1998-1999 Who's Who in Executives and Professionals. This 

award recognizes outstanding professbnals. 

Selected by Citation's to receive the award of Who's Who Among Rising Young 

Americans for 1992 and 1993. This award recognizes achievements in American 

Society and Business. 

Selected by American Biographical Institute to receive the award of 2,000 Notable 

American Men for 1992 and 1993. This award recognizes past achievements and 

outstanding servi<:e to community, state and nation. 

Other Activities 

Sfieaker and Presenter. American Short Une Railroad Association 2008 Annual Conference 

Speaker and Presenter, Transload Distribution Association 2007 Annual Conference 

Sf)eaker and Presenter, North American Rail Shippers 2005 SWARS Meeting 

Financial Advisor, Ansonia. LLC 2004-Present 

Member, Board of Directors, Sierra Northem Railway 2004-Present 

Operation Lifesaver Presenter 2003-Present 

Tnjstee. Philip E. Kalthoff Estate 2000-2004 

Member, Board of Directors, and Treasurer, Meadowridge Homeowner's Association2002-Present 

PUBLIC VERSION ME 119 



Chairman of Oie Board and Chief Operating Officer, Reno Pacific Rail Corporation 1998-Present 

Instructor, San Francisco State University 1983-1993 

I , "Califomia Railroads" seminar in rail transportatton developments, past, present, 

and future. 

Lecturer, San Franciscx> State University 1985-1992 

t "Private Carrier Management" seminar in transportation management. 

'Traffic Management" seminar in traffic management. 

HI Physical Distribution and Logistics" seminar in physical distribution. 

m Career Mentor, San Francisco State University .̂  1984-1992 

Work with students in career and education devebpment. 

Teaching Assistant, San Francisco-State University 1974-1979 

. "Railroad Excursions." Assisted professor in conducting tours and leading 

discussions. 

• Guest speaker at San Francisco State Unh/ersity, local groups, and associations. 

Currently pursuing research on railroad management, equipment, innovations, history. 
'4' 
'^ future projec:tions. transportation policies, and United States laws. Involved with 

M business, management, and transportatton consulting. 
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Expert Witness History 

The following is a list of cases Mr. Hunter has been involved with to date as an expert 

witness, excluding the petition represented by this report: 

Testified or Deposition 

2000-2001 - Pacific Coast Building Products Company (PABCO) - Patent Infringement 

case. Attorney: Ned Gelhaar of Boutin Dentino Gibson Digiusti Hodell & West in 

Sacramento, CA. Case # 793288-5 Supertor Court of State of Califomia. 

2003 - Albany and Eastern Railway Company (AERO) Verification of value of rail line 

for divorce settlement. Attomey: Gilbert Feibleman of Feibleman and Case Attomeys in 

Salem. OR. No Docket # provided to RII. 
I 

2004 - Oregon Pacific Railroad (OPR) Verification of value of rail line for divorce 

settlement. Attomey: Brett Engel oiStahancyk, Gearing, Rackner& Kent in Portland, 

OR. Case # DR02-04-788 in Circuit Court of State of Oregon, County of Clackamas: 

2007-2008- Norfolk Southern Railroad vs. Ambros Brotiiers Constmction -Property 

and train delay revenue and cost damages - Attomey: Jeff Hienrichs of McLeod and 
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Heinrichs in St. Louis. MO. Case # 06CH-CC00011 in the Circuit Court of Chariton 

County, State of Missouri. 

2007-Present - General Electric vs. National Steel Car - Warranty Dispute on Railcars 

- Attorney: Megan Poetzle of Jenner and Blodi in Chicago, IL. Case #04-L-003473 in 

tiie Circuit Court of Cook County, IL. (Deposition pending) 

2008 - Coos-Siskiyou Shipper Coalition vs. Cenfa^l Oregon and Pacific Railroad -

Challenge of rail service and common carrier obligation Emergency Service Order 

request-Attomey: Tom McFariand of Thomas F. McFarland, PC in Chicago, IL Docket 

# 35175 with US Surface Transportation Beard. 

2009 - Dwight Johnson vs. Omnitrax - Evaluation erf Omnitrax rail holding company for 

I stock valuation for previous CEO - Attomey: Dennis P. Walker. Attomey at Law in 

Denver, CO. Case No. 08-CV-761 in Denver District Court, City and County of Denver. 

State of Colorado. Courtroom 5. 

2009 - Cun'ent - Patrick Joseph Carney vs. Happs. Inc. and Union Pacific Railroad. -

Salvage practices, liability and agreement interpretation for injury case involving rail 

sah/age <:ase - Attomey: Jon Papin of Cogan and McNabola, P.C. in Chicago, IL. Case 

No. 07-L-8369 in ttie Circuit Court of Cook County, IL. 

I 
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Additional expert witness services that dkl not end UP requirino testimony but included 

reports, inspections, research or advisory and were settled or are current and 

deposition/testimony are pendino: 

2004 - Amtrak - Rate case. Attomey: Ronan McHugh of Thelen Reid & Priest LLP in 

Washington DC No Case# (Case settled). 

g 2005 - Amtrak - Loss of revenue case. Attomey: Kalea of Wiimer Cutler Pickering Hale 

,.n and Dorr (provided sen/ices for another RII representative who testified). 

I 

m 

I 

2005 - Western Farm Services - Switch Injury case. Attomey: David Kippur of Booth 

Mitchell Strange in Los Angeles, CA. (Case settled). 

2005 - Colorado and Wyoming - Job injury case. Attomey: Chip Delap of Duffbrd and 

Brown in Denver. CO Case# 04-MK-1651 (Case settled). 

2005 - Current - Southeast Produce vs. Ambrosino - Transportation cost damages 

case. Attorney: Anna Giuliano of Wong, Wong and Associates in New Yoric. NY. Case 

I #28441/99 in Supreme Court of State of New York - County of Queens (Trial Pending). 

2006 - John Miller - Railcar Injury Case. Attomey: Randy Andms in Folsom. CA. Case 

# 2:06 CV-00377 FCD EFB in ttie United States District Court - East District of 

California (Case closed by judge). 
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I 2007 - Western Rail Services - Evaluation of assets for divorce settlement. Attomey: 

i Allen Gauper of Sa//na, Sanger and Gauper in Spokane, WA. Case# 06-3-02220 in the 
I 

Superior Court of Washington County of Spokane (Case settled). 

I 

j 2008 - Cari Kelly vs. City of Philadelphia. Conrail, et. Al. - Injury liability case -
I 

Attorney: James T. Vernile ofVemile Law Offices in Philadelphia, PA Case #001430 in 

[:| Court of Common Pleas of Philadelphia County (Case settled). 

2008 - PR Farms, Inc. vs. / ^ t r a k - Challenge of car repair damages - Attomey: 

• Theodore Hoppe of htoppe Law Group in Fresno, CA. Case # 107-cv-1639 OWW GSA 

United States District Court; Eastem District (Case settled). 

) 

I 2009 - 2010 - Merinda Watson, (Estate of Mardie Olden) vs. Alton and Soutiiem 

Railway Co. - investigation of operations, safety protocols and reporting rules for 

^ ' fatality in switching yard - Attomey: Anne Marie Br(x:kland. Simon Law Firm in St. 

i f Louis, MO. Case No. 07-L-26 in 20*^ Judicial Circuit Court St. Clair County. IL. (settled) 

2009 - Branckewicz and Piekutz vs. BNSF Railway - Assessment of safety protocols 

and liability for injury to 2 contracted woricers at a BNSF terminal. Attorney: John 

Marszaiek of Marszalek and Marszalek in Chicago. IL. Case No. 05 L 14221 and Case 

No. 06 L10609. Circuit Court of Cook County, Illinois, County Department, Law 

Division. (Trial pending). 
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Rio Grande and Pacific Railroad national merger case-Verification of traffic data. 

Union Pacific and South Orient Express national Class I case - Loss of business case. 

r.! 

i 
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C. David Pettry Railroad Industries 
Incorporated 

Experience 

RaUroad Industries Incorporated 
Senior Associate, Reno, NV 2004-Present 

Mr. Pettry specializes in railroad maintenance, inspection, and cost analysis, with a strong 
background in rail engineering and management. He has provided consulting projects from new 
rail (xinstruction costing and rehabilitation costing, to development of annual maintenance 
budgets and schedules. He also perfomis safety and track maintenance training, FRA 

j? regulations consulting, capacity analysis for Class I and short line railroads, and maricet analysis 
f 1 and valuation for rail and intenmodal equipment. Projects of note with RII have included 

complete track inspection, safety audits and maintenance pr()grams developed for several major 
,̂̂  rail shipper facilities of multiple commodities, track and stmcture rehabilitation costing and 

evaluation for Federal Emergency Management Administration and Federal Railroad 
Rehabilitation and Infrasfructure Financing funding, and track assessment, upgrade costing and 
new constmction costing for a redevelopment project in Benin, Africa. 

ff-
aSi 

SIS 

i Pettry Rail Sen/ices. LLC, Partner 
Ponte Vedra, Florida 2004 - Present 

Mr. Pettry fomied this Limited Liability Corporation and uses his skills to help others in the rail 
industry improve Safety, Quality, and Costs. He provides fact based evaluations and 
recommendations to give clients high impact results. Mr. Pettry has evaluated the Peru Rail 
System for FRA (213) Standards and developed the presentation leading to his training of the 
Management Staff of the Peru Rails System. He also devebped and implemented a Short Line 
course for the B&P Railroad which resulted in their FRA test scores improving in excess of 40%. 

CSX Transportation Railroads- Subsidiary of CSX Corp.. Jacksonville, Florida 
Assistant Chief Engineer - System Maintenance 1999-2004 

i . | Assistant Chief Engineer - Production and Programs 1993-1998 
Division Engineer - Mobile Alabama 1990-1993 
Assistant Division Engineer 1977-1990 

As Assistant Chief Engineer for System Maintenance, Mr. Pettry managed a staff of 10, 
responsible for all maintenance operations. He oversaw the improvement of Signal Switch 
reliability by 70%, 10 mph speed restrictions on Principal Routes by 90%, reduction of total slow 
order miles by 60%, and the improvement of relations with the FRA on sensitive maintenance 
issues. He developed and implemented a cost effective way to remove cmshed heads, poor or 
failed welds, and defective insulated joints. He developed the Track Inspectors Training 
manual. He also surveyed, organized, and directed the recovery for major humcane, tropbal 
storm, and other catastrophic events. 

As Assistant Chief Engineer of Production and Programs. Mr. Pettry worked closely with the Sr. 
Vice President of Engineering and Mechanical, and the Vice President of Network Operations. 
He was responsible for the development and execution of the yeariy Capital budget between 

u', 
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$200-$300 million. He managed a staff of 38 plus traveling teams of 570-1100 employees. He 
oversaw the improvement of Safety Performance by 75%, the improvement of Track Curfew 
processes, the improvement in major tie and curve rail teams over 250%, and the improvement 
of equipment reliability by 50% while reducing cost by absoitiing the Work Equipment Group. 
Mr. Pettry also developed and implemented cost effective teams for night working. 

As the Division Engineer, Mr. Pettry reported to the General manager of Transportation and 
directed all engineering functions for 3582 track miles across Tennessee, Georgia, Alabama, 
Florida, Mississippi, and Louisiana; 2 major hump yards; 11 fiat switching yards; 70 miles of 
brklges including 31 drawbridges. He managed 45 managers and up to 760 contract 
employees. He oversaw the improvement of safety performance by 90%, reduction of slow 
order more than 60%, and reduction of derailments by 90%. His Division eamed the awards of 
the First Engineering Division with a Safety Frequency Index under 1.0, the Rrst Quality sul>-
divisbn, and the Best Engineering Division in 1992 and 1993. 

As Assistant Divisbn Engineer, Mr. Pettry managed track supervisors and contract employees 
in West Virginia, Ohio, Pennsylvania, Maryland, Virginia, WasNngton D.C. and New Yoric. He 
was responsible for Employee Safety and maintaining safe train operations. He acquired the 
reputation of a troubleshooter and a leader who was capable of dealing with challenging issues. 
He accomplished safety improvements that inc:luded reducing 1 distric:! from 53 injuries to 0 in 
two years. He also worked on the 8,300 foot clearance improvement project in a major CSX 
tunnel and stopped track that caused derailments in Pennsylvania to re-establish Engineering 
credibility. 

Education & Training 

B. A. Business Management, Mountain State University 

Courses in Railway Engineering, Northwestem University 

Courses in RaHroad Analysis, Design, and Maintenance, University of Delaware 

Leadership Training, Tom Peters 

Various courses in Experience Compression Labomtory 
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Charles '^Sonny" Cooper 
Experience 

Railroad Industries Incorporated 
Associate, Reno, NV 2004- Present 

Mr. Cooper serves as RII's bridge expert consultant. Projects of note have included inspection 
of bridges and culverts on rail lines ranging from small short lines to regional railroads, cost 
estimating for repairs or upgrades, operational maintenance costing, development of reports for 
feasibility and emergency fimding, and coordinating repair construction. 

Cooper Rail Services 
President 1982 - Present 

y Mr. Cooper started this company over 28 years ago and has built it into Ihe successful rail track 
work and bridge design and constmction firm it is today. They have built over 34 bridges during 

lin the last 14 years for various railroads, and erected 6 state highway bridges. Work includes track 
I and bridge repair, bridge design and rehabilitation, maintenance and cost estimating, emergency 

repairs and mitigation. Work includes both private and public contacts, including detailed 
I government bidding processes. Mr. Cooper has been responsible for all project management 

y details, fiom reporting and directing diverse construction teams, to planning, procurement of 
bulk materials and logistics. 

L&S Coal Mote 
Owner and General Superintendant 1978-1980 

I Mr. Cooper directed all operations at this mine, including the 40 person crew. Operations 
included mine productivity and transport, which involved unit coal trains delivered empty, filled 
at the mine loading units, and setting out the unit train for pick up. Mr. Cooper was responsible 

I for all safety, track and equipment within the facility. 
S ' 

Red-E-Mix Concrete 1968-1978 
l\ General Manager 
:!) 

Mr. Copper was responsible for all supervision, operations, purchasing and logistics for this 
I concrete producer, including inbound rail cement and other materials. 

General's Construction - Constmction Foreman 1965-1968 
! US Army - National Guard - medic 1966-1972 
i 

Certifications and Education 

) Member - State Contractors Asscx:iation 
State Contractor's License 
Multiple Civil Engineering, Trackwork, FRA guidelines and technical workshops over last 30 

I years. 

PUBLIC VERSION ME 128 



A 



Market Analysis 

i 

The most important tector in determining whether the line can be operated feasibly or 
not is to detennine the traffic actually moving and expected to move on the line. 
Although carload counts were provided by MMA, tiie preliminary analysis of this traffic 
perfomied in November 2009 indicated that there was substantial traffic on tiie line. 
Comparing this traffic with what operational cx}sts for the railroad should be resulted in 
what looked like a possible profitable operation. Therefore, to look deeper and gain a 
more concrete understanding ofthe traffic, it was important to perfomi primary researc:h. 
Speaking directly to the customers on the line not only provides the traffic numbers 
expected, but also gives insight into sen/ice issues that can affect the actual traffic 
counts and future plans to understand the impact of the rail line to economic 
development concerns and future needs beyond what the past year can illustrate. 

During the week of December 1^', 2009, RII interviewed over 20 shippers in person to 
gain an understanding of their traffic, service needs, past problems with the railroad, 
intentions moving forward and impacts of rail servk:e tc2. their businesses. Additional 
interviews were conducted by phone, and several communifa'es and economic 
development agencies were atso interviewed. 

Methodoloov 

• RII contacted and intennewed the existing and potential customers on the rail line 
as identified by Maine DOT and MMA as well as the stakeholders of this projec;t. 

• The interviews determined current traffic on the line and also identified potential 
I ti^ffic that could be pulled from other modes of transportation given sen/ice 

issues were addressed. 

11 • RII was also able to identify potential traffic that would most likely become 
available, and this information was based on responses from the interviewed 

{ shippers regarding their anticipated ti^ffic volume increases which they in tum 
I relied upon their own economics and forecasting. 

• RII also reviewed traffic numbers supplied by MMA for the years July 2004 to 
July 2009. with most current fiscal year numbers being used for analysis 
purposes. 

I 

) • Based on the traffic numbers obtained during the inten/iews of shippers located 
directly on the line and MMA supplied traffic figures for the shippers tfiat were not 

i interviewed, RII prepared a traffic analysis and traffic forecast. These figures 
' were used in the operational and business analysis of the railroad. 
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Summary HIGHLY CONFIDENTIAL 

This section is an oven îew of those interviews, but most importantly provides the traffic 
figures for the line. These figures are used in the operational economics to determine 
feasibility of the operations and profitability for a potential third party operator or 
investor. 

RII was able to contact and interview 20 existing customers and two additional potential 
customers, which make up 95% of the business on the lines. The cximpanies contacted 
and their annual estimated traffic numbers in carioads are highlighted in the chart 
below: 

.M 

^ 

Company Contacted 

Aroostook Starch 

Existing 
Traffic 
Low 

Existing 
Traffic 
Hiflh 

BieaVfeSgfaoicWilTfie.'" 

Boralextic.** 
W I C ^ S ^ S I L J I ^ ^ S ^ ^ 

i:Sl!&-iii i:iASAiJi'J^^^.^^.,f\ 

Dead River Company 

?ftie„FigeiiRespurcec6iDt;6 

FfaserPapeis Ltd 

rr^eH»ffi6eht!ttl;.'.--. 

Htber Engineered Vtoods 

LoulsiarH Pacific Corp. 

MPG Fresh 

Old Town Fuel & Fiber* 

Lane Constmction 

Cavendish Agri-Business 

! 1/T'I*>-i^J[^^jff qMn '̂  

I 

•J 

^ 

i i 

j i 

!l 

ii 

Addit ional 

Potential 

Total with 

Potential 

> - -

^ ^ • • ^ ? : ; y ^ : ^ ; ' 

Commodity 

Starch to Wiest Coast/Canada 

Healing Oil, Propane 

Raperv.vye5tgA::j:Sif •'?:v.:.-\ 

Paper. Starch. Talc. Clay 

Resin. Powder PF. OSB. Wax 

eij]fe f̂eHiM!Jaai)i'faa"fci -:! 
OSB 

II ' ^ ^ ^ i ^ ^ r t f O W W & ' 

Barley, Oats. Fertilizer 

Wood Chips 

BardwofitjL.gV^i:- ^ ^ ^ £bij|^ I n j J jMPr l f 

Limestone, Ac , Sand 

Fertilizer 

>Kl t Logs! :.^.--|-^L-J, .-.•.iJ-lg'-.iii.'. ;•• 

Total Traffic: 12,207 in carloads peryear 

•TTiese companlei ship lo customers cunenilyon t ie MMftllne and theirtrallicnumbers are counted elsewhere. 

** ITiese companies have rail Iralfic they ha«e been moving by Inick. They would need to see solid rail 

senice and transportation savings w . their current modes before cannmlttlng traffic. 
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The shippers that were inten^iewed report existing traffic on the line totaling between 
8,563 carloads to 9,257 carloads per year. During nomial years, such as when the 
economy rebounds, traffic numbers will likely reach well over 12,000 cartoads annually. 

RII did not interview all shippers with annual cartoads of less than 50 cars. These small 
shippers have a combined traffic of about 143 cars based on 2009 traffic numbers. In 
addition, RII was unable to interview one larger shipper with estimated traffic of | ' 
annual carioads: Chandler Lake, Inc. The chart below outlines MMA Fiscal Year 
2008/2009 traffic numbers for the eleven smaller shippers and one large shipper on the 
line ttiat were not inten/iewed, but are included in the economics to follow: 

2008 Traffic Numbers of Traffic 
Customers not Interviewed Counts 

Commodity 

f.!;it 

9 

Chandler Lake, Inc. ^^m^^^^m. m 
New Limerick Log Yard 

Katahdin Paper Co 

mm^^^^' •irV-.v " 

Pine Tree Propane 
- .c.- ' - ' • •-• 

Total Traffic: 

s; {t^z-*ii^'T^ 

i 

fi \-

l_l 

Logs, Wood Chips 

Logs 

Petroleum Gases 

^Q&Ssir-Qr^ulfttb^Mggtr^ili.esL>a'^ 

Wbodpiip 

iSi. 

VVoodpulp 

Propane 

^OgS..r.cgf:-̂ r;.-.-.-.-•-•••••.:- ; •-.-•A*-.*>-l:3isg.>.r̂ ;:-a 

350 in carloads per 2008 year 

Based pn all interviews, the trafTic in this analysis is likely to move by rail; however, 
factors such as service, rates and equipment will all be important for determining what 
actual moves by rail. 

The following pages give a brief description of the existing and potential customers on 
the line and summarize the customer interviews conducted for this market analysis. 
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' The following economic development agencies and government entities were also 
intenriewed and their infonnation is profiled below: 

i 

Loring Development Authority 
154 Development Dr 
Limestone, ME 04750 
207-328-7005 
Contact Person- Cart Flora, CEO 

I 

/ 
The MMA Line runs from Caribou to Limestone. In the past, the Air Force handled 25 
inbound cars per week to Limestone and utilized rail to send supplies and equipment. 

M There are currently two potential businesses for rail: 

l̂ j 1.) J.D. Irving - This company has been considering building a DSB plant. The key 
' ' to this project was that-their location allowed them to use back roads to source 

material from the mill around to Loring with a potential 5-7 cars per day. 

i 
* 2.) Conagra - This company has been considering the construction of a French Fry 

foctory and would also need rail service. 
I 
I 

Without rail sen/ice the economic impact on the area vrauld be high due to the fact that 
rail would be necessary for future projects; one of which is a future biomass plant. 

Presque Isle Industrial Council 
) 650 Airport Drive, Suite 10 

Presque Isle, ME 04769-2088 
p, Office: (207) 764-2542 
§ Cell: (207)227-2524 

Contact Person: Larry Clark - Executive Director 

/ Located in a strategic distribution area, the Skyway Industrial Paik owns 5.5 miles of 
track and also has a transload facility with 1800 feet of track. The transload facility, built 
in 2001-2001, has handled containers, windmill products, salt and fertilizer. The 
warehouse itself is 90,000 square feet with a 3-car siding. 

/ The Skyway Industrial Park currently has 50 tenants, a few of which use rail such as 
i Columbia Forest Products, TaterMeal, Inc., a Division of McCane Foods and Maine 

Potato. The industrial park needs rail service to draw future tenants and cannot afford 
i to lose this service. 

liesque Isle Industrial Council 
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City of Caribou 
25 High Street 
Caribou, Maine 04736 
(207)493-3324 ext. 230 
Contact Person - Steve Buck THE MOST HOHTHEASTEHM CITY IHTHE U.S. 

City Manager 

J L m m i ) , MUNE 

Dead River is a key customer on the MMA, carrying propane and #2 heating oil. 
Additionally, Maine Bio Fuel is considering bringing materials to Caribou, therefore, 
maintaining rail service in the area is extremely important to the City of Caribou. Without 
rail service, the City could face a loss of customers, higher product prices and be forced 
to pay high trucking prices. This could put their city out of the competitive arena; they 

!̂ i need reasonable and reliable rail service for their economy. 

Due to the decline in service, there has been no contact with MMA. 

(Fort Taiifiefcf, iMaine Town of Fort Fairfield 
18 Community Drive 
Fort Fairtield. ME 04742 
(207) 472-3800 
Contact Person: Dan Foster 
Ft. Fairfield Town Manager 

Years ago, the Town of Fort Fairfield secured financing to purchase and rehabilitate the 
rail line from Easton to Fairfield with the hope of using rail in the future. To date, only a 
small amount of grain has moved. However, there is a biomass plant in Fairfield that is 
in need of rail senrice at present time. 

The line totals 8.6 miles and MMA has shown little interest in using and developing this 
line, and the MMA is not known for being "user friendly". Losing rail service would 
greatly affect the area and it is imperative that whatever needs to be done shouki be 
done to preserve rail service. Additionally, Mr. Foster would like to see a national policy 
created to in order to save rail lines such as these. 
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Conclusion 

It appears that there is substantial existing traffic, potential traffic and future traffic 
opportunities on this line to allow it to be self-sustaining in the future. There is not only 
enough traffic to marginally sustain the current operations, but there appears to be solid 
plans for increasing traffic with shippers in the near future. Much of the traffic that has 
declined in the last two years can be pointed back to diversions to truck due to poor rail 
sen/ice. This is an artificial decline in traffic. 

> It is much harder to re-establish rail sen/ice if it is allowed to lay domnant for too long. 
The area toses valuable industries as shippers go out of business, leave the area, or 

i more specifically, move to other modes. Other alternatives are invested in, and the 
il area bses its attraction for new rail-conducive industries. The public benefits are an 

upward spiral. With the identified and future Industries attracted to the area due to the 
I rail service, new jobs are created, and the entire area benefits from the growth. If the 

rail service lapses for too long, the condition of the line deteriorates as well since tfiere 
is no maintenance from the current owner of the line. 

In referencing the shipper profiles, a recurring theme is evident. Service has declined 
drastically over the last several years, and a commitment from MMA has not been 
forthcoming to rectify the issuies. The current shippers are interested in keeping their 
rail service and need it to continue at the present time and for future needs. 
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