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Abstract

This testinony suggests the Chio Turnpi ke Conmi ssion be permtted
to acquire, restore, inprove, and adm nister government agency-owned,
t hr eat ened, and abandoned rail lines as an initial nmeans to alleviate
the capacity, congestion, and energy crises throughout Chio and the
M dwest .

Transportation Business and Governance Models Overvi ew

Ohi o Department of Transportation, County Roadway Engi neers, et al.:

ODOT’ s and ot her governnent agenci es’ business and governance
nmodel s are to own roadway right of way, infrastructures, and
facilities and nmake them openly accessible to all qualified users
while refraining fromengaging in conpetitive carriage service agai nst
private carriers. The federal gasoline tax funds a major part of
their budgets, while the bal ance is subsidized by federal and state
budgets. ODOT and ot her public roadway providers do not pay real or
personal property taxes on the rights of way or infrastructures, and
are consi st-neutral except for special consists and hazmat
restrictions. Sone nunicipal and regional transit agencies operate
publ i ¢ nmonopoly comruter bus service on public roadways and are
| argely subsidized, while for-hire and private carrier bus operators
conpete equally over the roadways.

Former ODOT Director Gordon Proctor stated in two presentations
that ODOT woul d not becone additionally involved in private
railroadi ng. What non-earnmarked | oans and grants ODOT has made
avail able for public, private, and Public Private Partnership rai
proj ects have been insignificant to properly fund them It did
contribute some funding for Norfol k Southern Rwy’s VA-W/-COH Heart!l and
Corridor inprovenent project, and nmay also contribute to CSX' s
Nat i onal Gat eway project.

In his 3-14-2007 testinobny to the Chio Senate Hi ghways &
Transportation Comrittee, ODOT Director Janmes G Beasley stated “QODOT
has seen a 40% i ncrease in construction prices in just the past four
years. Qher transportation nodes are experiencing sinilar price
i ncreases.

Tr ucki ng:

Trucking carriers are considered conpetitive “for-hire” and
“private” carriers, and not nonopolized “comopn” carriers since they



do not own and operate their own roadways. UPS CEO M chael Askew once
said at a University of M chigan Busi ness School venture capital
conference that UPS woul d never own and adninister its own roadways.

However truckers have never paid for their fair share of the wear
and tear they have caused on public roadways, and together passenger
vehi cl e operators and the state and federal budgets subsidize the
bal ance.

Al t hough trucking is preferred for “Just-In-Tinme” supply chain
deliveries, roadway congestion and increasing fuel costs are now
forcing conpanies to slow their speeds to conserve fuel, and sone
traffic is shifting to rail for nediumand short haul deliveries. The
industry is struggling with driver turnover, and hazmat consi st
operators are exiting the market due to increased insurance costs.

Chi 0 Tur npi ke Comni ssi on:

In 1949 OIC issued $326Min tax-free revenue bonds (equivalent to
$2.779B in 2007) to finance construction of the I-76/1-80/1-90 Chio
Turnpi ke Project #1. OIC has been subsidized by the State with a
smal | percentage of the state gas tax and by a joint test programwith
ODOT to shift nore trucks fromroadways to the Turnpi ke, but has never
been subsidized by the federal governnment. OTC currently assesses
users based upon ton-nile tolls and is consist-neutral except for
speci al consists and hazmat restrictions. |t provides openly
accessible roadway to all qualified users w thout engaging in carriage
service, and is real and personal property tax-free.

According to its 2006 CAFR, OTC had debt ratings from Standard &
Poor’s of AA, Fitch of AA, and Mody's of Aa3, naking it one of the
best-rated turnpi kes worl dwi de. The debt rating scales from Standard
& Poor’s, Fitch, and Moody’'s are as foll ows-

S&P s: AAA, AA+, AA, AA-, A+, A A, BBB+, BBB, BBB-, BB+, BB
BB-, B+, B, B-

Fitch: AAA, AA A BBB, BB, B; CCC, CC, C, DDD, DD, D (+ & - may
be added to each rating other than AAA or bel ow CCC)

Moody’ s: Aaa, Aaal, Aaa2, Aaa3, Aa, Aal, Aa2, Aa3, A Al, A2, A3,
Baa, Baal, Baa2, Baa3, Ba, Bal, Ba2, Ba3, B, Bl, B2, B3

Former Ohio Secretary of State Kenneth Blackwell and former Ghio Rail
Devel opnment Commi ssi on Executive Director James Seney unsuccessfully
attenpted to privatize the turnpi ke and use the long termlease
proceeds largely to subsidize unrelated projects, and sonme for CORDC
rail projects. Turnpike suitors Macquarie Bank of Australia at that
time had debt ratings from S&P of A Mody's of A2, and Fitch of A+,
while Cintra of Spain had no ratings at all



Maj or conpl ai nts agai nst OTC have included a perceived pronmise to
convert the turnpike to toll-free operations once the revenue bonds
were paid off, but the idea failed to address annual mai ntenance and
adm ni stration costs and woul d have wecked their credit rating for
future projects. OICtoll rates have been criticized for being too
hi gh even though it assesses |lower rates than Indiana s or
Pennsyl vani a’ s turnpi kes. There has also been little opposition to
the credit rating agenci es demandi ng an i ncrease of OIC s Debt Service
Coverage Ratio to 150% 200% to preserve their high ratings.

Rai | r oads:

Large “Class |” private railroads have traditionally owned and
operated their own rights-of-way, infrastructures, and facilities; are
comon carriers (nonopolies); privately financed (that is also taxed);
mar ket -, operations-, and service-regul ated; and have their real and
personal property taxed in Chio as public utilities.

M&As of railroad conpanies with |ine segnents in Chio have
occurred frequently over tine. The |largest nerger affecting the
Nort heast and M dwest US was the Pennsylvania Railroad and the New
York Central RR that formed the Penn Central Transportation Co. After
its bankruptcy a few years |later, Congress reformed PCTC into Conrail
and al so included the Erie Lackawanna RR with main |lines across Chio
and from Youngstown-C evel and. Conrail was |ater was split up anpbng
CSX and Norfol k Sout hern. Canadi an Nati onal Rwy had purchased the
Detroit, Toledo & Ironton RR operating between those M chigan and Chio
cities, but liquidated and spun off portions of it in Chio as it
retreated back to Mchigan, and nore recently acquired the Bessener &
Lake Erie RRto gain access into Pittsburgh.

Smaller Class Il and 11l railroads have acquired unwanted |ines
rationalized by the Class |I's, and received themoftentines in
significant need of maintenance. Cdass II/I11’s have owned, | eased,

or have been the designated franchi see operators for rights of way,
infrastructures, or facilities. Holding conmpani es have aggregated
nunmerous Class II/111 operators but are listing them as i ndependent
subsidiaries to avoid being classified as Class |I's. For a nunber of
years the Class Il Weeling & Lake Erie Rwy Co. that was initially

i ndependent then was MBGA' d into what eventual ly becanme Norfol k

Sout hern and |l argely has been spun off by NS has for years been
runored to be a takeover target of Class | Canadi an National .

Rai lroads may dictate third party use and access terns and
conditions to their private networks (“trackage rights”), and
generally do not permt shippers or receivers to operate their own
trains upon their networks. Railroads nay charge different rates for
different types of consists they carry. Cdass | railroads have
historically rejected financing assistance fromfederal and state
governments fearing strings including open access nmandates; however
they are now arguing public financial assistance for their private
capital expenditure programs will help alleviate highway truck traffic



and subsequent mai ntenance and capital expenditures. Cass II/I1
rail roads have often accepted public funding as in nunerous cases they
cannot secure regular comrercial |oans at feasible interest rates.

Passenger Rail:

State rail transit agencies are the public equivalent of private
freight railroad conpanies for passenger commuter service, and are
usual ly federally and state subsidized. They typically own and
operate rights of way, infrastructures, and facilities separate from
the freight railroads’ networks (with an exanpl e exception being Metra
that operates on sone private railroad lines in the Chicago region).
Antrak and sone excursion train operators in Chio obtain trackage
rights fromrailroads to operate their own passenger trains. Antrak
and commuter systens are heavily subsidized whil e excursion operations
are typically small private enterprise or non-profit ventures.

Amtrak nust be forgiven for its poorly established business and
governance nmodel created during the Penn Central-era rail crisis when
most Class | carriers discontinued their own passenger services, and
now is largely restricted as an unwel conme and troubl esone guest upon
freight railroads’ networks (which could be contested successfully by
freight railroads since the US Supreme Court recently ruled the
government coul d not force whol esal e tel ecormuni cation carriers to
share their private networks with third party carriers). However
Antrak’ s mindset has been nore like the private railroads’ in that
they do not want to separate their own rights of way, infrastructures,
and certain facilities fromthe operation of their trains, in essence
preferring a public or quasi-public nonopoly/transit agency business
and gover nance nodel .

Ohi o Rail Devel opnment Commi ssi on

ORDC s apparent PPP busi ness and governance nodel is primarily to
rescue and restore nargi nal, threatened, and abandoned rail Iines,
t hen when deened “successful” return themto private sector railroad
conpani es and use the sal es/| ease proceeds to continue the process.
ORDC refrains from*“railroading”- their interpretation neani ng nost
likely state-owned rights of way, infrastructures, and certain
facilities, and engaging in carriage service agai nst private sector
carriers.

ORDC i ssues subprime |oans and grants to approved project
reci pients and seeks other state and federal grants and financing, but
di scourages issuing public revenue bonds. M. Seney once said if ORDC
did not have sufficient funding for its projects, it would just ask
the Chio General Assenbly for nore funding. ORDC can only fund a
small fraction of the rights of way, infrastructures, facilities,
safety and ot her programs, and even then not adequately, under its
desi gnat ed PPP busi ness and governance nodel. Wile ODOT was able to
ask the General Assenbly for ~$600Mto make up for its 2006 shortfall



ORDC as a |l ower level commission receives only a few $M annual |y
wi t hout the equivalent political clout.

Marginal Class II/111 railroads are the usual funding recipients
as again fewif any comrercial banks are generally willing to accept
their risks, but solvent and profitable Class |I's are increasingly
recei ving those ORDC subsidies too both directly and indirectly by net
| easi ng sone of their line segnments to the snmaller carriers, and
havi ng them acquire public |oans and grants.

The proper use of these funds can be called into question, but as
the state Suprene Court recently ruled private conpani es receivVving
public funds cannot be audited so without strict oversight there is no
reliable way to know if the funds are being spent for their intended
pur poses ot her than taking these conpanies at their word and what they
report to ORDC. The Public UWilities Conm ssion of Chio has ceased
collecting certain railroad operations data as the Onhi o Revised Code
requires it to do, citing U S. Surface Transportation Board
super cedi ng powers, to which STB counsel has di sputed, thus proper
governance over railroads remains in |inbo.

Rai|l | ndustry Probl ens

The constant growh over tinme of the State’s roads and hi ghways
in terns of routes and capacities is general know edge. ODOT, OTC
and ot her governnent agencies tasked with roadway provision attenpt to
provi de as many routes as possible, nmaxinize network capacities, and
permt open access universal service to every point along those
routes. Agencies have rarely abandoned significant roadway nil eage or
reduced capacities unless they were subsequently replaced with
adj acent inproved roadways. These agencies therefore assist inproving
| ocal and state econonies while contributing to the national econony.

A significant portion of freight and passenger highway traffic
that exists today is due to the railroads’ past route rationalizations
and consolidations policies. Mich of that displaced traffic
denonstrably went to the highways, thereby arbitrarily increasing
| oads and costs for their maintenance, upgradi ng, and network
expansi on.

A nunber of maps docunenting railroad network changes over tinme
are included for analysis. OChio' s theoretical maximumrail network
bui | dout over tinme is conpiled in Ghio Max 600 Letter.pdf, and its
remai ni ng network c.2004 is Chio 600 400 Now Letter.pdf. ODOT @S has
provided a similar nmap ODOT Active Abandoned Rail Map 5-2008. PDF. The
New York Central’s network in 1960 vs. 2007 is conpared in TM NYC
System Maps 1960- 2007. pdf (Courtesy Trai ns Magazi ne), and the
Pennsyl vania Railroad’s network in 1965 vs. 2005 is in TM PRR Syst em
Maps 1965-2005. pdf (Courtesy Trains Magazine). Note PRR s and NYC s
networks were rationalized to an extent even before 1965.


http://www.multimodalways.org/docs/railroads/RRmaps/States/OH/ODOT%20Active%20Abandoned%20Rail%20Map%205-2008.PDF
http://www.multimodalways.org/docs/railroads/RRmaps/States/OH/Ohio%20600%20400%20Now%20Letter.pdf
http://www.multimodalways.org/docs/railroads/RRmaps/States/OH/Ohio%20Max%20600%20Letter.pdf
http://www.multimodalways.org/docs/railroads/companies/NYC/NYC%20Maps/TM%20NYC%20System%20Maps%201960-2007.pdf
http://www.multimodalways.org/docs/railroads/companies/NYC/NYC%20Maps/TM%20NYC%20System%20Maps%201960-2007.pdf
http://www.multimodalways.org/docs/railroads/companies/PRR/PRR%20Maps/TM%20PRR%20System%20Maps%201965-2005.pdf
http://www.multimodalways.org/docs/railroads/companies/PRR/PRR%20Maps/TM%20PRR%20System%20Maps%201965-2005.pdf

Regarding rail line capacities, the maps TM 6-2006 pp42-43. pdf
and TM 1- 2006 pp54-55. pdf (Courtesy Trains Magazi ne) are conparisons
of USrail line routes with nmultiple tracks for 1950 and 2006
respectively. Rail network throughput conparisons are shown in naps
TM 3- 2003 60-61. pdf (Courtesy Trains Magazine) with Penn Central’s
1974 tonnages vs. Conrail’s 1998 tonnages, CR Tonnage Map 5-1982. pdf
showi ng Conrail’s 1982 tonnages, and TM 2- 2007 pp52-53. pdf (Courtesy
Trai ns Magazi ne) show ng the tonnages across the US for 1980 and 2005.

The Chi o naps show the | oss of approximtely 50% of the
intrastate routes over tine. The NYC and PRR maps show t he
di sposition of these two past industry |leaders’ |ine segnents that can
be correlated with their intra-Chio |ines on the Chio maps. The rai
line capacity maps show the routes that have | ost nmultiple tracks.
Not e especially the inset map in TM 6-2006 pp42-43. pdf (Courtesy
Trai ns Magazi ne) that shows the remains of NYC s and PRR s four- and
five-track main lines from New York City-d evel and- Chi cago and
Phi | adel phi a- Pittsburgh respectively. The tonnage maps show how
traffic has been consolidated over tine onto the remaining rai
network. Not shown on the railroad nmaps are the declining network
speeds in terms of perm ssible and actual speeds, which over tine have
al so sl owed.

Traffic consolidation naturally invites congestion if there are
no additional lines or if there is not enough capacity on the
remai ning lines. The maps together clearly show the renaining rai
network suffers from downgraded and abandoned capacity vs. its better
route distribution and track capacity fromearlier days. Regiona
rail network capacity then was unquestionably far beyond adequate to
address today’s crises.

Transportation planners obviously should recomrend those
abandoned intercity/interstate rail routes be restored and existing
routes’ capacities be increased as a neans to address the capacity and
congestion crises. The problem however is the vast difference between
roadways and railways in their business nodels, governance nodels, and
financing as previously discussed, which planners have not to date
attenpted to correlate or conpensate for properly or propose
comensurate industry and governnment restructuring.

Starting fromthe decline in the peak amobunt of US trackage
during the 1910- 1920 decade through WA, the Great Depression, WNI,
and the Interstate H ghways project, the private railroads’ business
nodel s have been to ration access to their networks and service,
abandon hundreds of mles of “redundant” routes, and downgrade
remai ning lines in track nunbers, speeds, and mai ntenance so they nmay
i ncrease “pricing power” over renmining producers and receivers.

Their service abandonment justification in recorded testinony was
producers and receivers would remain in place and use trucks, relocate
to other remaining active rail lines, or go bankrupt, and while sone
did use trucking, other producers unanticipatedly relocated to the
Sout hern US, then Mexico, and now over seas.


http://www.multimodalways.org/docs/railroads/RRmaps/US/TM%206-2006%20pp42-43.pdf
http://www.multimodalways.org/docs/railroads/RRmaps/US/TM%201-2006%20pp54-55.pdf
http://www.multimodalways.org/docs/railroads/RRmaps/US/TM%202-2007%20pp52-53.pdf
http://www.multimodalways.org/docs/railroads/RRmaps/US/TM%206-2006%20pp42-43.pdf
http://www.multimodalways.org/docs/railroads/companies/CR/CR%20Maps/CR%20Tonnage%20Maps/CR%20Tonnage%20Map%205-1982.pdf
http://www.multimodalways.org/docs/railroads/companies/CR/CR%20Maps/CR%20Tonnage%20Maps/TM%203-2003%20pp60-61.pdf

However the railroads badly nisread the energi ng econony and
transportation technol ogies. Wile they were whol esal e abandoni ng
their lines, containerized internodal traffic was beginning to surge,
and now they are faced with congestion problens trying to expedite
t hose hi gh-val ued shi pnents around sl ower bul k and general merchandise
consists. Railroads have countered sonewhat by increasing train
frequencies and lengths, prioritizing high-valued traffic over |esser-
val ued and | ocal service traffic, insisting upon mnimmtrain car
lots fromshippers else face premiumrates or loss of rail access, and
sl owi ng network speeds to inprove throughputs. Still they are faced
wi th congestion on top of the predicted doubling of traffic as they
now realize a need to return to the maximumrail network extent.

The railroads should want to restore downsi zed trackage and
abandoned routes to inprove their operations, but incredibly their
managenents are caught in-between their Wall St. analysts and certain
i nvestors who are seeningly nore interested in maxinizing their
profits via pricing power, shippers and receivers, and the governnent
whi ch is advocating throughput, safety, and the welfare of producers
and receivers, other econonm ¢ sectors, and our Ssoci oeconom es.

Wil e much nore capital conbined is invested in production sector
concerns vs. private distribution providers, a fringe group of
anal ysts and investors inherently acts as gatekeepers between
producers and users by controlling nonopoly business nodel
distribution sector utility and carrier hol dings and advi si ng agai nst
i nprovenents and redundanci es that woul d adversely affect their
pricing powers. 1In a related exanple, CSX experienced a recent spate
of accidents determ ned to be caused by deferred mai ntenance. The
government mandated they invest $6.4B in nai ntenance over four years,
and CSX al so bought back $1B of its stock, increasing its debt. The
three maj or debt rating agencies all reduced CSX' s ratings to m ninmm
i nvestnent grade |l evels, rendering CSX a theoretically unattractive
i nvestnment and meking it nore expensive for themto borrow nbney even
t hough they are fixing problens which ultimately woul d save them and
their custoners noney.

Wthin the | ast few years CSX ceased abandoni ng track segnents
and instead started net |easing segnents to Class II/I1I1l carriers.
The smaller carriers were then wholly responsible for the |ines’
operations, capital inprovenents (fromthe neglect CSX usually |eft
themin), lineside user retention and devel opnent, property taxes,
i nsurance, and other regulations, and then trying to pay CSX the
monthly | ease rates. CSX in effect remains only a I andlord and | eaves
the responsibility of the track and operations on its property to the
| essee. CSX then often requires that all local (“retail”) traffic on
the | eased segnments be forwarded to them and their “whol esal e’ network
and no other carriers’ networks even if that alternative routing is
more efficient. A nunber of line segnments in Chio are currently
operated under this arrangenent, with ORDC asked by the Cass II/Ills
| essees to help finance their inprovenents.



Jim Craner, host of CNBC s “Mad Money”, |ast year advocated a

bi zarre rail industry restructuring —

“Now, here's a really sexy idea... The rails! Al of the
rails could be broken up... UNP (Union Pacific) is the |argest
| andowner in Anerica! NSC (Norfolk Southern) has got a | ot of
hi dden assets. CSX does too. | think that the rails are a
natural. | nean sone of these CEGs are actually so pro-

shar ehol der now.”
(http://madnmoneyrecap. com ARCHI VES/ dai | y_recap_stoptradi ng_032307. htm

Is M. Cramer suggesting rights of way, infrastructures, facilities,
and/ or carriage operations ownershi ps be spun off to separate private
entities as if they did not want to performthose functions

thenmsel ves? |If so this could increase the |ayers of |essors,

subl essors, franchisees, etc., with each party profiting fromthe one
under it, as shown in this hypothetical hierarchy-

Ri ght of Way Providers

/ \
Infrastructure Provider Facilities Provider
Carriage Service Provider Carrier/ Qperator

Swi t chi ng Service Provider

(Note that some carriers are now contracting out train car swtching
responsibilities.)

Panhandl e Rail Line

One rail line segnent shown on the Pennsylvania Railroad system
map is the Pittsburgh-St. Louis “Panhandl e” route, a part of PRR s New
York City-Philadel phia-Pittsburgh-St. Louis sem -transnati onal
backbone route. During the initial construction between Pittsburgh-
Col unmbus the line was insolvent as local traffic was unable to sustain
it; however after conpletion it becane profitable enough to doubl e-
track it, and during WWI the segnent between those cities reportedly
hosted the nost traffic ever for any rail segnent in the nation's
hi story.

In an attenpt to recover fromdeferred WNI-era network wear and
tear, PRR constructed the then world-class Conway Yard on the
Pittsburgh-C evel and main Iine northwest of Pittsburgh and cl osed
Scully Yard adjacent to the Panhandl e near downt own Pittsburgh
consolidating Scully classification traffic to Conway. PRR then re-
routed nost traffic fromthe Panhandle main line through Scully Yard's
remai ni ng |ine and abandoned the segnent. Later Scully Yard was
downgraded and its classification traffic too was shifted to Conway
Yard, resulting in direct point-to-point Pittsburgh-

Weirton/ Stebenville/Mngo Jct. traffic being re-routed from
Pi tt sbur gh- Conway Yar d- Rochester-Stuebenville/Mngo Jct. using lines
adj acent to the Chio River. Col unbus-bound trains at M ngo Jct. had


http://madmoneyrecap.com/ARCHIVES/daily_recap_stoptrading_032307.htm

to inefficiently reverse direction and switch back over to the
west bound Panhandl e main |ine.

PRR and NYC successors Penn Central and Conrail then enbarked
upon systemni de rationalization and consolidation plans to abandon
their predecessor conpanies’ “redundant” |ines as indicated by the
dashed lines in the PRR and NYC system maps, including portions of the
Panhandl e route. After one rather ordinary train weck west of
Steubenville, Conrail officials Richard Hassel man and Peter Lynch took
the opportunity to begi n abandoni ng the Pittsburgh-Col unbus |ine by
routi ng nost Steubenville-Colunbus trains fromthe Panhandl e using a
Pittsburgh-Alliance-Crestline-Colunbus route, and | ater used a
Pi tt sbur gh- C evel and- Col unbus route as they wanted to abandon the Ft.
Wayne Line’'s Alliance-Crestline-Chicago main line too. Conrail also
removed one of the Panhandle’s two main tracks | eaving a few passing
sidings and its then-world class signal system and required al
trains to come to conplete stops at interchange points, further
hanpering efficient through operations. Panhandl e annual tonnages
that were a mini mum of 50M tons (approximately 2M 25-ton trucks)
qui ckly dropped to under 1M and by 1991 were . 1M (~4K trucks).

Techni ques includi ng renoving switches, sidings, and spurs, and
denying rail access to lineside users gave Conrail the contrived
excuse that the Panhandl e was not being used and was therefore an
abandonnent candidate. Conrail officials in ICC testinony downpl ayed
the viability of the route and said traffic could be shifted to
adj acent |-70 (Betak 12-13-1988. pdf, Hassel man 12-13-1988. pdf, Dui nk
12-13-1988. pdf). M. Hasselnman also offered a nunber of $Ms to State
of Chio transportation officials in an effort to have themgrant the
line’'s abandonnent (testinony of M. Karl J. Gelfer of Col unbus).

A group of state and local officials and other rail advocates
engaged in a particularly nasty fight against the abandonnent, and
successfully forced the ICC to have Conrail convey the renaining Gould
Tunnel (near M ngo Jct.)-Col unbus “Panhandl e Rail Line” segnment to
Caprail I, Inc. (657-226.pdf) for ~$7.7M Caprail | — the Onhio-based
subsidiary of Bryn Maw, PA-based C vic Finance Associates, Inc. - now
net | eases-to-own the PRL to ORDC (Caprail |-0ODOT Lease Agreenent 4-
15-1992. pdf) for 20 years concluding in 2012 for ~$14.4M and ORDC in
turn has net franchised its operation to the dass Il Col unbus & GChio
Ri ver RR Co. (a subsidiary of Coshocton, OH based hol di ng conpany
Summit View Inc. and sister subsidiary of the Chio Central RR Co.;
approved draft operating agreenment ORDC- C&OR QA 6-2007. pdf) for ~$60K
per nonth. ORDC collects the C&OR rent and guaranteed by the State
forwards those paynents annually to Caprail | to defease the |ease-to-
own agreenent.

C&OR grants discretionary trackage rights over the Panhandle to
WSLE bet ween Jewett-Bowerston (W&LE grants CSX Transportation trackage
rights over its Benwood, W- Jewett-Bowerston-Bellevue main |ine).
Norf ol k Southern Rwy operates one if not nore trains per day on the
Panhandl e usi ng C&CR trackage rights and/or trackage rights reserved
fromits Conrail acquisition. However C&0R has the right of first


http://www.multimodalways.org/docs/railroads/RRprojects/PRL/PRL%20ICC/Testimony/PRL%20ICC%20CR%20Betak%2012-13-1988.pdf
http://www.multimodalways.org/docs/railroads/RRprojects/PRL/PRL%20ICC/Testimony/PRL%20ICC%20CR%20Hasselman%2012-13-1988.pdf
http://www.multimodalways.org/docs/railroads/RRprojects/PRL/PRL%20ICC/Testimony/PRL%20ICC%20CR%20Duink%2012-13-1988.pdf
http://www.multimodalways.org/docs/railroads/RRprojects/PRL/PRL%20ICC/Testimony/PRL%20ICC%20CR%20Duink%2012-13-1988.pdf
http://www.multimodalways.org/docs/railroads/companies/CR/CR%20Agreements/CR-Caprail%20657-226%204-16-1992.pdf
http://www.multimodalways.org/docs/railroads/companies/Caprail%20I/Caprail%20I-ODOT%20Lease%20Agreement%204-15-1992.pdf
http://www.multimodalways.org/docs/railroads/companies/Caprail%20I/Caprail%20I-ODOT%20Lease%20Agreement%204-15-1992.pdf
http://www.multimodalways.org/docs/govts/states/OH/OHexec/ODOT/ORDC/ORDC%20Agreements/ORDC-C&OR%20Operating%20Agreement%206-2007.pdf

refusal to serve PRL shippers, and |ikew se may not permt Panhandl e
shi ppers to operate their own trains on the |ine.

C&OR has received property tax abatenents from various counties
and other state assistance for the first few years of its line
operations. ORDC subsidies have financed basic repairs to nmaintain
m ni mrum speeds and safety (ORDC PH | nvest ments 1992-2004. pdf). Wth
the two new ethanol plants coming online and the interstate garbage
trai ns dunping at Apex north of Hopedale on ORDC s net |eased Piney
Fork Line, the PRL is not quite yet in the best shape to safely handle
these hazmat shipnents per recent regulations from US. Homel and
Security and the US Federal Railroad Adm nistration.

C&OR gai ns some revenues by using renaining PRL passing siding
segnents as for-profit long-termparking lots to store third parties
train cars. Msuse of these critical tracks reduces the PRL's route
t hroughput capacity and hanpers efficient operations.

C&OR illegally |l eased the PRL right of way to tel ecomunication
conpanies for their buried intercity fiber optic lines - rights that
|l egally belong to adjacent | andowners and may have generated $Ms in
revenues for them No State agency to date has been willing to
i nvestigate the case even though C&OR places the State in jeopardy of
mul ti-$M adj acent | andowner class action |awsuits.

ORDC is pronoting long-term | eases of the State-controlled PRL
and other State-owned rail lines as a PPP neans to finance future
capital inprovenents for those |ines. However on 12-28-2000 C&OR
obtained a $7.68M nortgage with unlisted collateral recorded in six of
seven Panhandl e county recorders offices surveyed, nost likely using
the PRL as collateral. How a private conpany that is nerely the
assigned operator of a state agency’s real and personal property that
itself is net leasing-to-own froma private financi ng conpany can
secure a nortgage using their property as collateral without prior
perm ssion fromeither entity i s unknown.

The State permitting its property to be used as collateral for a
private nortgage much less pernmit it to be cross-subsidized by a
hol di ng conpany’s other subsidiaries is quite risky should the private
operator, especially marginal Cass II/I1l carriers, experience any
troubles. C&0OR s sister subsidiary OCRR had a lien placed against it
and its assets by the Chio Bureau of Wrkers' Conpensation over an
accident they failed to conpensate for, and shortly thereafter OCRR
settled and was released fromthe lien. The recent econom ¢ downturn
and i ncreasing energy prices are unexpectedly affecting the viability
of nunerous |ineside shippers and custonmers up and down their supply
chai ns.

Bot h C&OR and OCRR have been assessed increasingly |ower real
property taxes by the Chio Dept. of Taxation since acquiring/operating
their respective lines, costing |lineside governnment agencies and
schools $Ms in tax revenues over tinme. C&0OR and ORDC of ficial s have
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verified in public neetings that ODT has been assessing railroads
i ncreasingly depreciated property tax rates for over a decade.

C&OR wi th general approval from ORDC restricts and di scourages
intercity, commuter, and tourism passenger rail service on the PRL to
reduce risks associated with those trains frompossibly “interfering”
with C&OR' s and other trains, particularly AEP coal trains destined to
its Conesville power plant near Coshocton and an increasi ng nunber of
NS through trains. Liability costs have al so been cited as a reason
passenger service is prohibitive for C&OR to provide or permt third
party operations. ORDC s reliance upon the deficient subsidy business
and governance nodel effectively prohibits capital inprovenents and
adequat e mai ntenance, keeping the PRL primarily utilized as a | ow
speed, |ow capacity freight service branch line, thereby increasing
right of way and infrastructure insurance costs. Until the abandoned
segnent between Pittsburgh-Wirton is restored and the whole
Pi t t sbur gh- Col unbus corridor is upgraded in safety quality and
capacity to permit interm ngled freight and passenger trains as had

for a century existed upon it before, Antrak will not restore
intercity passenger trains, Pittsburgh and Col unbus regional transit
operators PAT and COTA will not run commuter trains, and tourism

operators not be permitted to run nore than a few seasonal or annual
trains if any at all.

M. Seney had since declared the rescue of the PRL to be a
success under their PPP policy, even though C&OR was hauling only ~1M
2M tons annually, far from Conrail’s mni mum of 50Mtons annually
prior to their rationalization program and the line renmained narginal
at best until AEP Conesville coal began being shipped by rail in
approxi mately 100 daily car |ots.

Thus ORDC intended to privatize the PRL initially to C&OR, but in
2000 rejected their initial $10M (sonme reports said $6M offer for the
line. Line scrap prices c.2005 were quoted by one railroad at
$1IM mle, equating to ~$161M for the whole line. PRL co-suitor WALE
signed a petition to the STB requesti ng deregul at ed abandonnent
ability, and although C&R did not sign on, the eventual assignee of
the line woul d have acquired ~$161M of potential scrap for ~$10Mw th
no real chance for public opposition had STB concurred with the
rail roads. ORDC Panhandl e Sal e Proposal 8-30-2005. pdf sunmarizes
ORDC s position to privatize only the tracks. Scrap has now
approxi mately doubled in price c.5-2008.

Anot her concerted effort by a group including M. Gl bert Reese
of Newark, Licking Co. Port Authority Executive Director Rick Platt,
Li cki ng and Muski ngum County Boards of Conmi ssioners, M. Janes Ong of
Denni son, nysel f, and other concerned individuals successfully stopped
ORDC s privatization efforts twice. ORDC s staff and comm ssioners
have since changed their opinion of the line and now recognize its
i nportance to the regional econony. However they propose to buy out

the net |ease-to-own agreenent early from Caprail |, although they
apparently failed to inform Caprail of their intentions (I broke the
news to Caprail | conptroller Benjamn Noble). C&OR has asked ORDC to
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consi der converting the current operating agreenent into a long-term
| ease (they requested 75 years but ORDC is considering 25) after the
buyout so it could potentially use the line as collateral for capital
i nprovenents on the line

The anti-abandonment and anti-privatization fights regarding the
PRL essentially concerned differences of various business and
governance nodel s, and over certain parties that would benefit nore
fromthe proposed deals than others would. After the PRL's proposed
privitization, ORDC planned to use the sales proceeds to acquire the

Gal i on- Del awar e- Col unbus segment of the C evel and- Col unbus rail |ine
that CSX was barely using for part of its C evel and- Col unbus-
Cincinnati “3-C high-speed rail line and for Col unbus-area commuter

service. Another option was to churn the proceeds back into capita
i nprovenents for the PRL and other ORDC projects. To its credit
Caprail | has preferred the line remain in the public domain and be
nmore openly accessible to nore railroads to inprove its financi al
viability.

Proposed Transportation Sol utions

The ODOT 2002 Freight Study nentions the pending increase in
freight to cross the state, and includes an anal ysis of various
solutions to the capacity crisis.

State DOT Sol utions:

One roadway solution that ODOT is considering are new “Super-4"
hi ghway on virgin hills and valleys between Cadi z- Newconer st own and
bypassi ng Coshocton to conplinent the double-laned US 36 and SR 16
segnents that are lightly used now as a neans to shift traffic off of
I-70 in the Pittsburgh-Col unbus corridor. Those conbined costs are
currently projected to total $1B. Restoration of the Panhandl e
between Pittsburgh-Wirton and additional capacity inprovenments
totaling approxi mately $100M woul d renpve nore truck traffic between
Pi t t sbur gh- Col unbus whil e saving on roadway construction and
mai nt enance costs and i nmedi ately addressing the energy crisis.

Bot h ODOT Pl anni ng and ORDC i gnore past railroad freight data
(including the referenced maps) that might be used for future planning
purposes. At a 2005 neeting with ODOT Deputy Director Division of
Pl anni ng Howard Wod, ODOT Ceographic Information Systens nanager
Davi d Bl ackstone, and then ORDC Secretary-Treasurer/Assistant Director
Matthew Dietrich to inquire about their interest in possibly using
vol umes of publicly archived and private collectors' railroad-rel ated
data and docunents to assist themw th rail planning and possible rai
route restoration, they said they didn't have nmuch use for historic
data, and according (sonmehow) to their Chio Revised Code nissions were
more interested in current data. Wen | asked if they had any simlar
hi ghway data to correlate the increase of highway traffic when the
rail roads abandoned and consolidated their routes, they said no as
they did not keep records back that far to the early 1980s, and
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furthernore posed those highway traffic increases were attributable to
ot her factors and not necessarily rail |ine abandonnments. An ODOT
division director disputes the claimthat ODOT does not have hi ghway
data that far back, and hopefully OTC has retained records of its past
data for anal ysis purposes.

I ndiana DOT is proposing a nmulti-state truck-only lane on |-70 as
a nmeans to abate congestion. However Conrail abandoned the Panhandl e
mai n |ine between Col unbus-Bradford, OH Ri chnond-Indi ana, the adjacent
secondary |ine between Dayton-R chnond, and one of the two parall el
NYC and PRR lines between Indianapolis-St. Louis. Restoration of
these m ssing segnents would cost a fraction of new truck | anes and
acconpl i sh congestion and internodal goals nore efficiently and
expedi tiously.

Unl ess the federal governnent changes its policies including the
use of tolls on the Interstates and other roadways to help finance
their mai ntenance, state DOI's business nodels will renmin the sane
with their funding earnmarked nostly for roadway projects. ODOT has
enough troubl es now under its subsidized and i nadequately funded
busi ness and governance nodel trying to pay for its own roadway
proj ects, having borrowed $600M fromthe State for its 2006
shortfalls, and all transportation providers are coping with 40%
construction cost increases due to the energy crises.

Roadway Privatizations:

Ever since the governnent started financing and subsi di zi ng
public roadways, rail service advocates have conpl ai ned about
i mbal anced “nodal equality” policies especially when the nodern
railroads are largely privately financed. Rail industry analyst and
col umi st Roy Bl anchard revi ewed hi ghway (nore properly turnpike)
privatizations perhaps inferring restructuring as a way to bal ance
each node’s funding and market fairness-

“Need further proof that governnents are |agging in highway
spendi ng where it counts? States from New Jersey and
Pennsyl vania to Chio and I ndiana are nmaking deals with private
operators to own, nanage, and maintain their toll roads.
Truckers hate the idea because infrastructure that was free or
nearly free will now cost serious noney, but the states are off
the hook for all that highway departnment overhead. O take a
gander at what’'s happened in M ssissippi post-Katrina, where the
US 90 bridge across two miles of water at Pass Christian was
still closed 18 nonths after the disaster

In contrast, the CSX bridge in the sane | ocation has been
open for a year. Simlarly, (Norfolk Southern) wasted no tine
getting its six-nile bridge across Lake Pontchartrai n reopened.
The comon thread was the determination and private capital of
the railroad managenent to reopen these vital arteries. One has
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to ask whether the state hi ghwaynen have the sane determ nation
and resources.” (Trains Mgazine, 6-2007 p. 35)

Theoretically the privatized hi ghway owners could al so own and
operate trucki ng conpani es, and favor themon their tollways agai nst
ot her conmpetitors and passenger vehicle operators, in effect emulating
the current private railroad nodel and their trackage rights.

However, few analysts and researchers have actually posed nodal
equality with rail lines being adm ni stered by government agenci es,
open to all qualified users, universal access to all points on routes,
and carriers not arbitrarily assessing additional fees for various
consi st types.

ODOT- ORDC Model

No State governnent agency is currently prepared nmuch | ess
willing to fully accept the responsibilities required to finance and
adm nister a public rail network to equally host freight and passenger
service |like roadways or even airways. Fornmer ODOT Director Gordon
Proctor in nunerous neetings arbitrarily ignored all options for ODOT
to acquire, restore and/or admnister intercity/interstate rail lines
to hel p reduce congestion and expansion costs on Chio’ s roadways,
claimng that was the private railroad conpani es’ responsibilities and
ODOT had little ability to beconme involved in their market.

ODOT thus reserves rail issues to ORDC, although the Conmi ssion
has |i kewi se stated nunmerous tinmes it will not “run” a railroad as
that would be “Socialisnf. True Socialisminvolves a government
owning rights of way, infrastructures, and facilities, and being the
sole operator of the trains. Their misinterpretation discounts its
sister Chio Turnpi ke Comm ssion providing a public tollway w thout
engagi ng in conpetitive carriage service, and doing so to date rather
successfully. ORDC is questionably subsidizing Class Il & |1
rail road compani es so margi nal that they cannot obtain funding from
regul ar conmercial banks, and by doing so the State sanctions
nmonopol i zed ownershi p/franchi se and operation of their rail networks.
This blatant corporate welfare is nore akin to Socialisnms cousin
Corporatismthat |ikewi se violates the principles of the fornerly
popul ar | ai ssez-faire free market Capitalism philosophy.

ORDC s nodel to rescue, restore, and reprivatize rail lines from
its creation date onward has been fundanmentally flawed financially and
politically. It is too undercapitalized by the federal and state

governments to nmeani ngfully achieve any of these goals successfully.

It cannot receive significant portions of the gasoline tax funds as
those are largely earmarked for roadway inprovenents, and which is

i ncreasi ngly underfunded (see CNN reporter Bill Tucker’'s report at
http://ww. cnn. coni vi deo/ #/ vi deo/ busi ness/ 2008/ 06/ 03/ t ucker . hi ghway. fu
ndi ng.cnn , and comment at or Lou Dobbs’ anal ysis at
http://transcripts.cnn. com TRANSCRI PTS/ 0806/ 02/1dt.01. htm) ORDC
cannot rely upon federal and state matching funding for special high
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price projects (including the O evel and/ Chio Hub Proposal discussed
bel ow) as the US DOT and FRA are less inclined to finance those
projects particularly after rejecting a $2.33B |l oan to the Dakot a,

M nnesota & Eastern RR to construct and inprove its network. Also the
nati onal defense budget has been taking funding priority over interna
infrastructure inprovenents and will do so for the foreseeable future

Cl evel and/ Chi o Hub Proposal:

ORDC has pronoted the Chio Hub proposal (d evel and Hub) as a PPP
solution for capacity inprovenent, interstate high-speed passenger
rail service, and intrastate service particularly between C evel and-
Col unbus-Cincinnati. Passenger rail service popularity is increasing
as is its need corresponding to the energy crisis and the airlines’
probl ens. ORDC supports rail passenger service too but only if it
does not interfere with freight operations, and under M. Seney had
opposed Amrak service in favor of an alternative PPP high-speed rai
coalition until Gov. Ted Strickland announced his desire for
intrastate Antrak service to be restored ASAP. ORDC s ORC requires it
toinitiate a “3-C’ project between those cities, but the legislators
creating that nandate failed at the time to conprehend the various
conflicts between the railroad industry and the State regardi ng the
di fferent business and governance nodels required for such a project,
not to nmention a trenmendous increase in freight traffic on portions of
those routes particularly after the Conrail - CSX- Norfol k Sout hern MA.

The Hub proposal concentrates on passenger service between
Buf f al o- O evel and- Chi cago, Pittsburgh-d evel and- Chi cago, and
eventual |y d evel and- Col unbus-Ci nci nnati, but neglects other routes
where heavy travel occurs regionally and ODOT has significant roadway
congestion. Consider that Amrak operated trains from Youngst own-
Cl evel and, Pittsburgh-Alliance-Lim-Chicago, and Pittsburgh-Col unbus-
St. Louis. Wy for exanple would high speed rail advocates think
passengers would want to ride a train between Pittsburgh-St. Louis
requiring a Pittsburgh-C evel and- Chi cago-St. Louis route, when they
can drive directly via |I-70 saving nunerous hours at |ess total cost,
even with the increased cost of gas? The Hub would have to operate at
tremendous speeds to conpete with |-70, but high speeds equal nuch
greater costs as they admit in their report, and woul d probably use
nore energy too.

The Hub proposal woul d purchase passenger train sets (engi nes and
passenger cars), then apparently using a PPP or quasi-transit nodel
expect a private operator to run the trains and generate enough
revenues to be profitable and pay the operation/franchise fee. The
Hub proposal is very vague as to the preci se ownership, operation, and
subsi di zati on nodel s considering the $4B public financing they are
requesting for the project, which invites opposition fromanti-
passenger rail advocates including noted public transit antagoni st
Wendel | Cox.
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The Hub proposal fails to restore additional routes in favor of
i ncreasing capacities on existing routes. The Pittsburgh area
| andsl i de and ethanol train accidents shut down Norfol k Southern’s
national ly-inportant Pittsburgh-Cl eveland line twice forcing traffic
to re-route onto their already congested Buffal o-Cl eveland Iine. Thus
an upgradi ng of trackage on existing routes w thout having redundant
routes available is useless during contingencies. This very basic
network engineering principle is being ignored by transportation
pl anners who must be held accountable for their planning decisions
when t he next mmj or contingency occurs.

Pr oducer Actions:

A maj or conplaint by conpanies that are closing their factories
is those site locations are too isolated (quoted twi ce each from
Weirton Steel and US Ceramic Tile in East Sparta, OH executives), but
they fail to say their transportation isolation is due in part to the
| oss or downgrading of rail access and service they used to enjoy.
Large producers with the financial wherew thal are now forcing
conpetition by locating new plants where two or nore carriers can
conpetitively serve them including Toyota that on 1-12-2007 reported
it wanted to build five nore plants in North Arerica but in the recent
past had insisted upon sites with access to two or nore rail networks.
O her conpanies if able to are noving their supply chain facilities
cl oser together to save on both transportation and energy costs.

Federal Rail Industry Policy:

Congress continuously deliberates and adopts or rejects railroad
i ndustry regul ation and deregulation. Currently there is a House bil
pending to re-regulate portions of the industry, but the chances of
its approval are believed to be margi nal under the current
adm nistration. Surprisingly in ORDC Acting Executive Director
Matthew Di etrich's 3-30-2007 comm ssioner report (ORDC Comm Packet
Excerpt.pdf) in the latter part of bullet point two, he apparently
advocates a pro-railroad conpany viewoint. Shouldn’'t ORDC s policy
be more like ODOT's and OTC s, which are to provide their public
roadways equally to all carriers, shippers, and receivers, and not
advocate carriers over shippers and receivers, especially when many of
them are captive custoners?

Rai | Turnpi ke Sol ution

The State nust begin showing serious initiative in trying to
solve its transportation problens without resorting to traditiona
solutions that to date have not significantly changed the situation
for the better. State agencies and |egislators have not given
i ndependent industry experts, academ cians, historians, and rai
advocat es adequat e chances to share their val uabl e advice that may
enrich deliberations and assi st proposing nore appropriate policies.

16


http://www.multimodalways.org/docs/govts/states/OH/OHexec/ODOT/ORDC/ORDC%20Commissioners%20Packets/ORDC%20Comm%20Packet%203-30-2007.pdf#page=3
http://www.multimodalways.org/docs/govts/states/OH/OHexec/ODOT/ORDC/ORDC%20Commissioners%20Packets/ORDC%20Comm%20Packet%203-30-2007.pdf#page=3

For exanpl e, nowhere within the Hub study is nention of public
ownership and adnministration of rail lines w thout engaging in
carriage service, even though ODOT, OIC and public airports
successfully use the nodel, and private carriers including trucking
conpani es, airlines, and charter bus carriers operate profitably
wi t hout being required to own or operate their own rights of way or
infrastructure. M inquiries into the onission have to date not been
recogni zed. Also ny past proposals that the PRL be alternatively
admi ni stered by a nulti-county port authority enpowered specifically
to own and adm nister the right of way and infrastructure were net
with opposition by ORDC s pro-privatization/PPP staff and di scounted
by six of the seven PRL hosting county boards of conmi ssioners |
petitioned, with sone conmm ssioners having received canpai gn
contributions from SVl officials and others remaining rather apathetic
toward nore governnent responsibilities (even though each county
engi neer nust adnini ster designated intracounty roadways).

At ORDC s 2006 annual retreat, its staff aired pleas for nore
State funding to maintain its existence and to nore adequately fund
its projects. Former Sen. Jeffry Arnbruster who was in attendance
asked why ORDC did not issue revenue bonds for its projects, repayable
by the railroad conpani es on a pay-as-you-go basis. He al so asked why
exi sting and new port authorities could not adm nister rai
infrastructures, possibly inferring a nodel like the Chio Turnpike
that he was once a board nmenber of, and relieving marginal carriers of
their rights of way, infrastructures, and facilities so they could
concentrate solely upon carriage service. There was no response from
any ORDC staff or conmi ssioners, nost |ikely because his suggestion
conflicted with their rescue-restore-reprivatize mssion, and that
only a few in attendance knew of the powers the ORC grants port
authorities. Yet unlike the Chio Turnpi ke nost of those port
authorities involved in rail choose to net franchise rail operations
vs. actively adm nistering them by thenselves. The Tol edo-Lucas
County Port Authority that describes itself as “a |l and hol di ng
conpany” simlarly privatizes port/dock operations to a select carrier
claimng “public agencies can't do it (operate a port) on their own”.

A few years earlier | had queried a nunber of OIC officials at
one of its monthly neetings if they thought their business and
governance nmodel s coul d be successfully ermulated for public rai
lines, and each replied they couldn’'t see why not.

The concept of a railway turnpike is not unique. Former Harvard
University Prof. D. Daryl Wckoff describes the possibility in his
1976 book “Railroad Managenent” written during the Penn Central crisis
when vari ous energency sol utions were bei ng posed (Wckoff ppl28-

133. pdf).

A true turnpi ke pays all of its expenses using revenues based
upon users' network accesses and uses. The concept conforms to Adam
Smith's observation in his "The Wealth of Nations" (Book V, Chapter 1,
Part 111, Article 1):
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"When the carriages which pass over a highway ... pay toll in
proportion to their way to or their tunnage, they pay for the

mai nt enance of those public works exactly in proportion to the
wear and tear which they occasion of them ... This tax or toll,
too, though it is advanced by the carrier, is finally paid by the
consuner, to whomit must always be charged in the price of

goods. As the expense of carriage, however, is very nmuch reduced
by means of such public works, the goods, notw thstanding the
toll, come cheaper to the consumer than they could ot herwi se have
done; their price not been so nuch raised by the toll, as it is

| onered by the cheapness of carriage."

For railway turnpikes, the assessment shoul d be based upon the ton-
m |l es each train engine and car uses the rail network.

The 20-nile Los Angel es-Long Beach Al ameda Corri dor
transportation Authority (http://ww. acta.org) is quite close to being
a true railway turnpike, with mnor differences being its users
retaining a nunber of functions vs. adninistering themitself. ACTA
uses a car-mle and consist-based fee assessnent vs. a true public
turnpi ke ton-mle consist-neutral fee assessnent. According to its
2007 per TEU charges page
(http://ww. acta.org/corridor_performance_teu charge. htm
it assesses each enpty container $4.57, and each full container
$18.04. Oher rail cars are assessed $9.13. Note ACTA charges
different rates for different car types, and differentiates between
enpty and full containers.

ATCA s rail network nmaintenance of way: operating expenses ratio
was percentage-wi se | ess than OTC s 2005 hi ghway MOW operati ng
expenses rati o-

Operati ng
Mow Expenses %
ATCA $3, 990, 152 $33, 749, 081 11. 82
orc $34, 185, 000 $155, 472, 000 21.98

Thus using a MOWCE ratio we can approximate a true public railway
turnpi ke adm nistration. In a theoretical railway turnpi ke, al

adm ni stration costs including maintenance of way costs woul d be paid
for by ton-mle assessnents. That calculation is as foll ows-

1) Determne the Total Annual Network Ton-Mles. For each train on a
network, multiply its tonnage by its distance traveled; sumall the
ton-mles for one year

2) Deternmine the Total Network Track Mles. "Track Mles" is the
distance in mles of all individual tracks in a network or route;
"Route Mles" is the distance in niles between two points.

3) Deternine the Annual MOWper Track Mle. $25K MOWper track nile
for ~50 MPH freight track is reconmended by US DOT | nspector Genera
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for Class | rail carrier traffic U S DOT Ofice of |Inspector Genera
Archives; $5K for FRA Class Il 25 MPH freight track is recommended by
Roy Bl anchard, The Bl anchard Conpany; at |least $1K for no traffic on a
line is reconmended by ORDC. Note - these costs are prior to at |east
40% construction and MOW price increases due to the recent runup in
energy prices (Chio DOT Director Janes Beasley 3-13-2007 testinony).

4) Determne Annual Network MOW Miltiply Total Network Track Mles *
Annual MOW

5) Determne Ton-M1le Assessnment for MON Divide Annual Network MOW
by Total Annual Network Ton-M es.

6) Deternine Ton-MI|e Assessment for Al Expenses. Add all other
expenses to Annual Network MOW divide all expenses by Total Annual
Net wor k Ton-M | es.

A spreadsheet of scenarios for 10, 200, and 1200 mile single,
double, and triple track routes hauling between OM 250M tons annual |y,
with variable adm nistration costs was created in Excel (MW RR VC
Cal ¢ 5-21-2008.xls) no nacros, with a .pdf hardcopy al so avail abl e
(MW RR VC Cal ¢ 5-21-2008. pdf).

For a proof of concept, suppose Conrail's Pittsburgh-Col unbus

Panhandl e route was still continuously intact and selected for a
public railway turnpike. The route between Pitt-Gant/MP 191.1 was
~191 miles. |If the freight route was extended east via the

Monongahel a Line to Thonpson Yard for interchanging with multiple
carriers, its length would be ~200 mles. What would the variable
costs be to adninister the Iine for 50M annual tons of traffic (the
anount Conrail was running on the Panhandl e before they out-of-routed
it el sewhere and elim nated other custoners)?

The previous variable adm nistration costs scenario; 200 route
mle, double-track line; Case 6 50M Annual Tons is used. The
equi val ent nunber of 100-car trains using the segnent annually is
determ ned by dividing an arbitrarily set 10K ton per train anount (at
100 tons per car) into the total tonnage, i.e., 50Mtons / 10K tons
per train = 5K trains.

The nunber of ton-nmiles on the 200 nile segnent is determ ned by
mul tiplying the 10K tons per train by the nunber of trains (5K) by the
200 route nile distance, i.e., 10K tons per train * 5K trains * 200
mles = 10B ton-ml es.

The route was originally single track then upgraded to multiple
tracks and subsequently downgraded back to single track and abandoned
between MP 11-MP 39. For this exercise the whole route will be double
track meaning the track niles will be twice the route niles, i.e., 200
route nmles * 2 tracks = 400 track mles.

Per the US DOT I nspector Ceneral's recommendation for heavy use
Class | rail lines, the annual MOWper track mle is set to $25K
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The annual network MOWcost is determined by nmultiplying the
track mles by the $25K per nile MOWvalue, i,e., 400 track nmiles *
$25K = $10M annual MOWfor the entire route.

The ton-mile toll assessnent for MOWonly is deternined by
dividing the annual network MOWcost by the total ton-mles, i.e.,
$10M annual MOW/ 10B ton-niles = $0.001 per ton-nile. Thus the fee
for a 100 ton car going the 200 nmle route would be 100 * 200 * $0.001
= $20.

Since all other public railway turnpi ke adm nistrative costs are
unknown for now, a table was created listing theoretical
adm ni stration costs (including MOW based upon what percentage MOW
woul d be of all other admi nistrative costs. The percentages used
ranged from50% 25% 10% 5% 2.5% and 1% Per the previous chart,
the Chi o Turnpi ke Conmi ssion's 2005 MOWwas 21.98% of their operating
expenses before debt service, and the Al ameda Corridor Transportation
Authority's 2005 MOWwas 11.82% of their operating expenses before
debt service. (See OIC s 2005 CAFR .pdf p.31 and ACTA' s 2005 CAFR

. pdf p.8)

The ton-mile assessnment for all administrative costs including
MOWis determ ned by dividing the theoretical administration costs by
the total network ton-niles. Say all administrative costs could be
held to 10% MOW costs, just under ACTA's 11.82% The toll for a 100
ton car going the 200 nile route would then be 100 * 200 * $0.01 =
$200.

Wiile in a theoretical railway turnpike all administration costs
i ncl uding MOW costs would be paid for by ton-nmile tolls, inreality
nmore of the adm nistrative costs would instead be "fixed" and not as
"variable" as MOWcosts. Thus another scenario is necessary to better
account for those differences.

A spreadsheet of scenarios for 10, 200, and 1200 mile single,
double, and triple track routes hauling between OM 250M tons annual |y,
with fixed adm nistration costs was created in Excel (MM RR FC Calc
5-21-2008. xls) no macros, with a .pdf hardcopy al so available (MW RR
FC Cal ¢ 5-21-2008. pdf).

Agai n using the Pittsburgh-Col unbus Panhandl e route for a public
rail way turnpi ke, the fixed adm nistration costs scenario; 200 route
mle, double-track line; Case 6 50M Annual Tons is used. The ton-mle
MOW assessnent is the sanme as in the variable cost exanple, with 50M
annual tons over 400 track nmiles at $25K MOWper nile requiring $0.001
per ton nile.

Since all other admi nistrative costs are again unknown for now, a
table was created listing theoretical administration costs, this tine
excl udi ng MOW costs, based upon what percentage MOW costs woul d be of
all other administrative costs. The percentages ranged from50% 25%
10% 5% 2.5% and 1% Using the previous exanple, if admnistration
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costs excluding MOWcosts could be held to 10% and the MOW costs are
$10M the adninistration cost would be $90M i.e., $10M MOWis 10% of
$100M and $100M - $10M MOW = $90M adni ni strati on al one.

A per-car administration "fee" to cover all adnministrative costs
excluding MOWis determ ned by dividing the adm nistration costs by
the total nunber of cars using the network annually, i.e., at 10% MOW
the adm nistration cost is $90M $90M/ 500K cars (5K trains * 100
cars per train) = $180 per car.

The ton-mile toll is then be added together with the
adm nistration fee to deternine the total assessnent charge for each
engi ne and car. The conbined toll and fee assessnment for a 100 ton
car going the 200 nmile route would be (100 * 200 * $0.001 = $20 MOW +
($180 administration) = $200.

Caveat s:

1) Apublic railway turnpike is assuned to be admini stered by a non-
profit government agency using a non-profit, closed-loop, unsubsidized
and un-cross-subsi di zed busi ness nodel .

2) A public railway turnpike is assuned to be property tax free on its
rights of way, infrastructures, and certain facilities.

3) A public railway turnpi ke is assunmed to be consist-neutral except
in cases where special attention, clearances, or escorts are necessary
and may require an additional fee.

4) Capital expenditures for non-MOW projects are considered to be

addi tional debt nost likely financed by public tax-free revenue bonds.
Bond i nterest and anortization paynents may be added to the

adm nistration costs with requisite assessnent increases, and once
def eased the assessnents woul d be re-adjusted to cover regul ar

adm ni stration costs. |If the fixed cost npdel is used, other costs
woul d be added to the adninistration fee and not the MOWtoll.

5) Carriage, energy, certain insurance coverages, |abor, and other
associ ated costs are the responsibilities of the carriers, shippers,
and/or receivers and not of the public turnpike provider.

Thus it is in the best interests for a public railway turnpike to
encourage as nmuch use by as many users as possible to reduce
assessnents across the board. OTCrestoring rail lines at ~$1-
$2M m le (without bridge or tunnel costs which are about
proportionately equivalent to highway bridge and tunnel costs) would
be significantly | ess expensive than it adding a fourth lane to the
Chi 0 Turnpi ke or ODOT adding nore lanes to the Interstates and US
routes to address the inpending capacity crisis, particularly when an
Ohi o Legislature Local Transportation Needs and Fundi ng Report said
two tracks have the sane capacity as 16 | anes of highway. OIC public
rail way turnpi kes would definitely ease nai ntenance requirenents and
costs upon their highway turnpi ke and ODOT hi ghways, and prevent a
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| oss of revenue fromtraffic shifts to ODOT roadways, natura
conpetition with private railways, or the State subsidizing private
rail roads’ capital expenditures on lines within the OTC corridor(s).

Legal Procedures:

The Chi o Revi sed Code Chapter 5537 Turnpi ke Comm ssion woul d
first require revisions to authorize OIC to additionally construct,
acquire, and administer public “railway turnpikes”. A draft of the
necessary ORC Chapter section changes is ORC 5537 OTC Revi sed. pdf.

OTC mi ght consider the following revisions to its M ssion
Statenment: "To operate and maintain a user-fee supported highway
transportation systens with sound financial nmanagenent that provides
potorists—andtravelers users with safe, nodern and hel pfu
services.", and its Vision Statenent: "To be the road transportation
system of choice for those traveling across Nerthern Chio." OIC may
al so have to change the design on its official seal

Al t hough the public turnpi ke nodel “nationalizes” rights of way,
infrastructure, and sone facilities, it is not conplete
nationalization or public nmonopolization as OTC woul d not engage in
conpetitive carriage service, just as it does not conpetitively carry
agai nst trucking conpanies on its roadway turnpi ke. Thus many of the
current state | aws regarding private nonopolized railroads woul d not
apply to a public railway turnpike, particularly those invol ving
mar ket regul ation and property taxes. PUCO and Chio Dept. of Taxation
ORC sections would have to be anended thereby acknow edgi ng a public
railway turnpike is a conpetitive narketplace, its users are for-hire
and private carriers and not conmon carriers, and the rights of way,
infrastructures, and sone types of facilities are property tax-free.

OTC relies upon established ORC notor vehicle operation rules and
District 10 of the Chio State H ghway Patrol to enforce them It
woul d have to adopt and codify certain new railway rules, perhaps
borrowing fromthe Northeast Operating Rul es Advisory Committee where
appl i cabl e, and coordinating with PUCO, GOSHP, or the FRA to enforce
them Qher state and local |aws would nost likely require revision
but overall that should not be viewed as an insurnountabl e task.

Potential OTC Rail Projects:

OTC shoul d conduct thorough anal yses into which |ine segnment
acqui sitions and restorations woul d be nost beneficial to pronptly
address the capacity, congestion, and energy crises, and then nove to
acquire, restore, and adm nister those lines. OIC should also be able
to move quickly to acquire nore lines if Class | railroads threaten to
abandon or spinoff unwanted lines, if nmore Class II/IIlIl carriers
becone financially unstable, or if WAlIl St. realizes the superior
efficiencies of a public railway turnpi ke and advocat es whol esal e
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nationalizations across the rail industry. The following main line
segnents m ght be candi dates for acquisition or restoration-

Panhandl e Rail Line (Caprail |I's Gould Tunnel - Col unmbus plus vari ous
short branch |ines)

Panhandl e Li ne East (abandoned Pittsburgh-Wirton; Norfolk
Sout hern’s Weirton-Gould Tunnel)

Youngst owmn- Cl evel and (former Erie Lackawanna RR main line from
Pymat uni ng, PA-Latiner, OH, Levittsburg-Aurora; restored freight
trackage and interchanges fromE. 37'" St.-Wiskey Island; restored
passenger route interchanges into C eveland Union Termi nal)

Panhandl e Li ne West (abandoned Dayton-Indianapolis via Richnmond, IN)

Panhandl e Li ne Northwest (abandoned Col unbus- Chicago via Hilliard-
Bradf ord, OH)

Ft. Wayne Line (Pittsburgh- Alliance-Linma-Ft. Wayne, | N Chicago.
The US STB split this former Conrail high speed, high capacity main
line in half at Crestline with the eastern half awarded to Norfol k
Sout hern and the west to CSX. CSX net |eases Crestline-Chicago to
Class Il Chicago, Ft. Wayne & Eastern RR, and that line is single
track and 25 MPH at best. Administration under one agency woul d
restore open access, universal service, and through service would
significantly relieve CSX' s and NS s consol i dat ed

Pi t t sbur gh/ Buf f al o- C evel and/ Akr on- Chi cago routes through northern
Chio. NS uses the line segnent between Pittsburgh-Alliance as part
of its Pittsburgh-Ceveland main line, which is not recommended for
acqui sition. The Bayard Branch route of the NS ex-C evel and &
Pittsburgh RR line between Rochester, PA-Yellow Creek, OH Al liance
shoul d i nstead be acquired, and the abandoned Beaver Vall ey

I ndustrial Track connection could be restored to connect the Bayard
Branch into CSX's ex-Pittsburgh & Lake Erie RR main |ine at Wst

Bri dgewater, PA so that both NS and CSX have equal access to the
east end of the line. Various track configurations would be
necessary to connect the west end of the line into both NS and CSX
net wor ks.)

O her east-west routes between the problematic rationalized area
bet ween Port Huron, M to C ncinnati and various north-south |ines
within Chio
OTC PRL Acquisition Procedures:
After OTC inforns Caprail |, ORDC, C&OR, and other rel evant
government agencies it is interested in acquiring the PRL, subsequent

options could include but are not limted to the foll ow ng-

ORDC with permission fromCaprail | re-assigns the net |ease-to-own
agreenent to OTC
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Caprail | cancels the net |ease-to-own agreenent with ORDC and re-
assigns it to OIC for the balance of the termof the previous net
| ease-t 0-own agreenent.

Caprail | cancels the net |ease-to-own agreenent with ORDC and
negoti ates a new sale, |ease, |ease-to-own, etc. agreenment with OTC

The State or OTC forwards the bal ance of the net |ease-to-own
agreenent to Caprail and ORDC buys it out early; the State then re-
assigns it to OIC

Caprail could cancel the net |ease agreenent with ORDC, refund its
payments, and retain ownership, then negotiate a sale, |ease, |ease-
to-own, etc. agreenment with OTC, but ORDC woul d probably then have
to refund C&OR its nonthly paynents meani ng they woul d have used the
line for free from 1992 to the present, an option that m ght not be
desirabl e.

OTC woul d al so have to negotiate with ORDC/ C&OR for any PRL

i nprovenents perforned deenmed to be above and beyond the state the
line was received in, with natural and use depreciations factored in.
Caprail 1's parent CFA's new address is-

Benjamin L. Noble, Principle
Ci vic Finance Associ ates, |nc.
603 Great Springs Road

Bryn Maw, PA 19010-1701
(610) 525-8185

bl nobl e@f ai nc. net

Norfol k Southern retained trackage rights on the PRL fromits
acqui sition of Conrail, and C&OR has likely negotiated trackage rights
with WeLE if not other railroad conpanies. OIC should revoke all
trackage rights and replace themw th access and use fees granting all
qualified users equal rights, rules, and responsibilities.

Capital | nprovenents:

Goul d Tunnel south of Steubenville is in increasing need of
repair and reconstruction into an interstate highway-quality
structure. Conrail had proposed to “daylight” it (blast it open) but
environnental concerns fromvarious federal and state agenci es may
wel |l prohibit that option today. It should instead be re-bored to
increase its width for two tracks and possibly for a maintenance
roadway, increased in height to permt double internodal container
stack cl earance, and concrete lined to inprove drainage as its east
end track frequently floods after rainfalls. Conrail could have
addressed the tunnel just as it did in its governnent-assisted
Phi | adel phi a- Pitt sburgh-C evel and cl earance project (CR PA C earance
Proj ect 8-20-1987.pdf) but inproving Gould would have negated their
pl ans to eventual |y abandon the Panhandl e.
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To help expedite traffic on the primarily single track main |ine
until the conplete second main line is conpletely restored, additional
passing sidings of up to two mles in length will be required to help
trains pass each other. The sidings can |ater be incorporated into
the second main |ine.

I nterstate Panhandl e Acquisitions and Restorations:

As stated previously the Pittsburgh-Col unbus |ine was not
successful until the line's construction was conpl eted between those
cities, thus the short stretches of third party-held existing
Panhandl e main |ine and abandoned ri ght of way between Pittsburgh-
Goul d Tunnel shoul d be acquired and reconstructed.

Headi ng east from MP 49.5 at Gould Tunnel’s eastern portal,
Norfol k Southern owns the main line and large railway bridge across
the Chio River to ~MP 39+4062’ approximately m dway through the
adj acent Weirton Steel rail yard where the track dead-ends. WDOT
Di vision of Rail owns the abandoned right of way from ~MP 39+4062" to
MP 35.13 at the PAAW state |ine, and Washi ngton and Al | egheny
Counties in PA respectively own the right of way from MP 35.13 to the
end of the track at MP 11 Walkers MIIl. Conrail sold the renaining
new main line to the Pittsburgh Industrial RRin 12-1996, which |ater
sold it to SVI subsidiary Pittsburgh & Chio River RR fromM 11 to ~M
4.5 at the Esplen Jct. interchange with Norfol k Southern at the
sout hern base of its “Chio Connecting Bridge” over the Ohio River just
downstream from Pittsburgh’s Golden Triangle Point. The old nmain |line
is being used by the Port Authority of Pittsburgh between Carnegie-
Elliott (~MP 3.2) for a busway and al though it night not be ideal for
restored freight and certain passenger operations due to the concreted
roadway and potentially restricted Corliss Tunnel clearances, rails
coul d be enbedded in the concrete for light rail use on the busway up
to a restored connection back onto the Panhandl e/ Monongahel a Li ne at
he Elliott junction with W Carson St./SR 51 just west of M 3.

Cost estimates for re-single-tracking the ~28.5 mles Pittsburgh-
Weirton segnent with safe and secure grade separations including
bridge widths sufficient for future nulti-track restorati ons approach
$100M

Operation Procedure:

After canceling the net franchi se agreenent with C&OR and ot her
trackage rights agreenments with other railroads, OTC woul d be
responsi ble for dispatching trains akin to an airport traffic
controller. Comunication and information |inks would be required
between OTC, train operators, and dispatchers for the operators so
that all users are coordinated sinultaneously. Each train would be
assigned a slot and speed that is calculated to be safely and securely
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separated fromother traffic. OIC would al so coordi nate schedul i ng at
the various gateway interchanges with private railroads.

OTC woul d neter access and use on the line acconplished by a
network of scal es and automated equi prent identification readers.
Most train engines and cars are already equi pped with AEl tags, and
readers could identify each engine and car, correlate each with its
wei ght, and determ ne the distance each engine and car travels.
Speeds could be simlarly nonitored. OICs MS would cal cul ate access
and ton-mle assessnments and could automatically bill either the
carrier or the shipper/receiver thereby largely elimnnating manua
toll-takers found on its highway turnpike.

OrC enforcement would al so assess fines and ot her access/use
restrictions for violations including speeds, excessive slot tinme use,
flat wheels, mal functioning equipnent, and ot her probl ens.

Potential Users:
The Panhandl e’ s potential users could be the two regional C ass |

carriers Norfol k Southern and CSX (via WALE), although Canadi an
Nati onal now has a Pittsburgh presence with its acquisition of the

Bessener and Lake Erie RR, two Class Il carriers with current |ine
access (SVI subsidiary Colunbus & Chio River RR, Weeling & Lake Erie
Rw); and seven Class II/111 carriers with potential |ine access

(ChiRail Corp., RJ Corman RR, Carload Express subsidiaries Allegheny
Valley RRin Pittsburgh and Canp Chase Industrial RR in Col unbus, and
SVI subsidiaries Ohio Central RR, Ohio Southern RR, and Pittsburgh &
Ghio River RRin Pittsburgh).

Open access woul d be available to third party expeditors
i ncludi ng UPS, USPS, JB Hunt, etc., and to lineside shippers and
receivers should they choose to own/operate their own trains or just
enj oy conpetitive carriage service fromrailroad conpani es and/ or
expeditors. Toyota and other manufacturers would be forced to | ook at
the Panhandl e region for factory locations if they truly require
mul tiple carrier access in their business nodels. AEP coul d operate
its own trains between its mnes and Conesville power plant simlarly
to their barges they operate between their mnes and riversi de power
pl ants.

Intercity and commuter and passenger service could be provided by
Anmtrak and the Port Authority of Pittsburgh and the Central Chio
Transit Authority respectively, and possibly by other county transit
agencies or private service providers per their interest. Excursion
train operators and other types of passenger, historic, or antique
nmoti ve power and equi prrent operators would be wel cone and safely and
securely separated fromother traffic.

O her utilities could be |ocated adjacent to the tracks on the

approxi mately 100° wide right of way to help serve the region.
Li kewi se the PRL right of way is adjacent to the Chio Erie Canal and
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coul d possibly assist with or host towpaths, canals, and other
beneficial uses so long as each use is again safely and securely
separated from each ot her

Addi tional Capital |nprovenents:

If the concept proves to be successful in terns of increasing
gross tonnages, increasing the nunber of rail users, shifting sone
traffic from adjacent hi ghways, and increasing uses of internoda
term nals across the State and region, additional capital inprovenents
and line segnent restorations could be undertaken to further optim ze
the network and increase the scale of the networks respectively.
Needed i nprovenents woul d i nclude interchange reconnections
particularly in multiple quadrants to help elimnate backup novenents,
multiple main line tracks, additional sidings for spurs to attach to
hel p keep the main lines clear, inproved track including welded rai
for better speeds and safety, and roadway and other rail |ine grade
separati ons.

Addi tional Uses of the Right of Way:

OTC | eases portions of its rights of way for other uses including
t el ecomuni cati ons, gas/oil pipelines, and electric transm ssion
lines. Simlarly OTC could coordinate joint uses of the railway right
of way for those and ot her purposes providing they are safely and
securely separated fromeach other. Miltiple nbdes of transportation
and tel ecomruni cati on upon the sane right of way would give OIC the
opportunity to diversify using the public turnpi ke nodel, just as
private conpanies do for greater efficiencies under one adninistration
vs. an adm ni stration per node/per carrier’s network.

Opposition and Ot her |ssues:

Most railroads on the surface m ght oppose a public turnpike
rail way nodel as a threat to their nonopolistic business nodel. These
private railroads have always clained trucks on public roadways are
unfair conpetition, but have never advocated equi val ent noda
provision and fair conpetition with nultiple carriers on the sane
tracks, just as trucking conpani es conpete on the very same roadway
| anes. However after liquidating |ine segnents and consolidating
traffic they appear to realize their past decisions have exceeded the
capacities of their remaining networks that have contributed to the
current transportation crises. Forner Conrail officials have admtted
they nmade a ni stake in abandoni ng the degree of trackage on their
networ ks that they did.

Certain fringe Vll St. analysts and investors woul d oppose the
nmodel as the pricing power of their nonopolized carrier hol dings would
suddenly be converted to fair market conpetition. They nust be held
accountabl e for decreasing efficiencies in the distribution sector
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whil e insisting upon nonopolized intermediation to corner producers
and other users as a nmeans to increase their profit opportunities.

Credit rating agencies nust al so be questioned for insisting
OTC s Debt Service Coverage Ratio be arbitrarily increased in exchange
for better debt ratings, making their tolls nore costly to adequately
cover the ratio increases thereby raising calls for its privatization
(as if for exanple Macquarie and Cintra could operate nore efficiently
whi |l e demandi ng profits).

Privatization advocates naturally will cite the creation of yet
anot her bureaucracy, and that the private sector can adninister
projects much better than the governnent can. |If it is interested in

adm nistering railway turnpikes in addition to public roadway

turnpi kes much | ess ensuring the Chio Turnpi ke remains public, OIC
shoul d stand by its record and chal |l enge PPP advocates and suitors to
denonstrate how privatized distribution provision with an additiona
profit margin assessnment in its tolls and fees hel ps producers and
users effectively conpete in the gl obal narket against other public
distribution nodels, particularly those heavily subsidized in sone
countries.

WSLE woul d oppose a PRL turnpi ke on the grounds that the public
turnpi ke nodel would unfairly conpete with its adjacent privately
owned and operated route between Pittsburgh-Jewett. WRLE previously
abandoned their adjacent Jewett-Bowerston nain |line and consol i dated
its traffic onto the PRL using trackage rights from C&OR.  WSLE t hen
wanted to purchase the PRL for $30M — the approxi mate scrappi ng price
for their adjacent ~30 mile Goul d-Jewett nmain line, and could have
shifted their nain line traffic onto the PRL between those sane points
too. Adding the PRL to their portfolio would have made WRLE a nore
attractive takeover target for CNif not a candidate for |iquidation.
However the PRL serves as a backup route for WeLE's main line, just as
its main line serves as a backup for the PRL. Additional OIC
acquisition of the WALE Goul d-Jewett main line (at ~$100K/nmile current
mar ket rates) in addition to the PRL woul d provi de two adjacent routes
in the corridor with roomfor another main line track on the PRL in
this chal |l engi ng nountai nous region. The acquired WALE nmain |ine
coul d be used while Gould Tunnel is being inproved, and thereafter the
PRL main Iine could be used while the acquired W&LE main line's
tunnel s and bridges would be simlarly inproved.

Concl usi on

The Chi o Turnpi ke has been a success over its 50 years of
operation in addressing the State’'s transportati on needs while
remai ning financially sound. The Al anmeda Corridor Transportation
Authority’'s project is experiencing continued use and growh with its
quasi -rail way turnpi ke nodel that denmpnstrates it could be emul at ed
el sewhere with sinmlar success. Tax-free public revenue bond
financing is an avail able and proven option for financing
infrastructure projects, and if conplinented by pay-as-you-go ton-nile
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assessnments for each user to adequately finance its adm nistration and
mai nt enance w thout federal or state subsidization, then those
projects should be as equally successful and investnent grade.
Therefore a true public railway turnpi ke nodel perhaps under the

adm nistration of the Chio Turnpi ke Comm ssion should be further

i nvestigated as a neans to viably solve the M dwestern and

Nort heastern transportati on capacity, congestion, energy, pollution,
passenger liability, and other crises.
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