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BOARD OF DIRECTORS

Ragdy Perry, Chairman This information will be made available in alternative formats upon request. To request

oy WL an agenda in an alternative format, please call the Clerk of the Board at least five working
days prior to the meeting to ensure availability. Assistive Listening Devices (ALDs) are

OFFICERS available from the Clerk of the Board prior to the meeting and are to be returned at the

Paul Jablonski, President end of the meeting.

Bob Jones, Secretary

Linda Musengo, Treasurer ACTION RECOMMENDED

GENERAL COUNSEL 1. Approval of the Minutes of October 16, 2012 Approve

Karen Landers

Action would approve the SD&AE Railway Company Minutes of
October 16, 2012.

2. Statement of Railway Finances (Linda Musengo) Receive
Action would receive a report for information.

3 Report on San Diego and Imperial Valley (SD&IV) Railroad Receive
Operations (Matt Domen)
Action would receive a report for information.

4, Report on Pacific Southwest Railway Museum (Diana Hyatt) Receive
Action would receive a report for information.

5. Report on the Desert Line (Chas McHaffie/Donald Stoecklein) Receive
Action would receive a report for information.
6. Real Property Matters (Tim Allison)
a. Summary of SD&AE Documents Issued Since October 16, Receive
2012

Action would receive a report for information.

b. Right of Entry Permit Process Finances Receive
Action would receive a report for information.

o Motor Transport Museum Request for Spur Track Fee Possible
Waiver Action
Action would provide direction to staff on the request for a
fee waiver connected with the plan review and agreement
execution for a spur track previously approved by the
SD&AE Board.




10.

11.

12.

Donation of Unused Rail Cars to the Pacific Southwest Railway
Museum and the Baja California Railway Foundation or
Affiliated Nonprofit Organization (Karen Landers)

Action would authorize the SD&AE President to take any action
necessary to donate the unused rail cars with historical value to
the Pacific Southwest Railway Museum (Box Cars “SDAE 1084"
and “SP 116033") and the Baja California Railway Foundation
(Tank Car 1025) or affiliated nonprofit organizations.

Extension of Pacific Southwest Railway Museum Operating
Agreement (Karen Landers)

Action would: (1) negotiate with Pacific Southwest Railway
Museum (PSRM) to extend its operating agreement for
passenger-excursion services on a portion of the Desert Line
and operation of a museum on the Campo Depot property; and
(2) execute such agreement consistent with the terms.

Board Member Communications
Public Comments
Next Meeting Date: April 16, 2013

Adjournment

Approve

Approve



DRAFT

MINUTES

BOARD OF DIRECTORS MEETING OF THE
SAN DIEGO & ARIZONA EASTERN RAILWAY COMPANY

October 16, 2012
A meeting of the Board of Directors of the San Diego & Arizona Eastern (SD&AE) Railway Company, a
Nevada corporation, was held at 1255 Imperial Avenue, Suite 1000, San Diego, California 92101, on
October 16, 2012, at 9:05 a.m.

The following persons, constituting the Board of Directors, were present: Bob Jones and
Paul Jablonski. Randy Perry was absent. Also in attendance were members from:

San Diego Metropolitan Transit System: Tim Allison, Karen Landers, Wayne Terry,
Linda Musengo

San Diego & Imperial Valley Railroad: Matt Domen

Pacific Southwest Railway Museum: Diana Hyatt

Pacific Imperial Railroad, Inc./Carrizo: Chas McHaffie

Tierra Madre Railway/FPN: R. Mitchell Beauchamp
Burlington Northern Santa Fe: John Hoegemeier
Public: Bob Nickles

1. Approval of Minutes

Mr. Jablonski moved to approve the Minutes of the July 10, 2012, SD&AE Railway Board of
Directors meeting. Mr. Jones seconded the motion, and it was unanimously approved.

2. Statement of Railway Finances

Linda Musengo reviewed the financial statement for the second quarter of 2012 (attached to the
agenda item). Mr. Jablonski asked about cost-recovery for staff time in relation to processing
right of entry permits. Mr. Allison responded that he has not done an analysis lately, but his
guess is that all costs are not recouped. Mr. Jones added that other agencies are recouping
their costs. Board members agreed that staff should research current permitting recovery costs
and come back to the Board with a report at the next meeting in January.

Action Taken

Mr. Jablonski moved to direct staff to research cost recovery for staff time spent processing right
of entry permits and if the current reimbursement rate needs revision. Mr. Jones seconded the
motion, and it was unanimously approved.

3. Report on San Diego & Imperial Valley Railroad (SD&IV) Operations

Matt Domen reviewed the report of activities for the second quarter of 2012 (attached to the
agenda item). Mr. Jones added that RailAmerica has added an independent marketing
company south of the border, which is getting resuits in new business. Mr. Domen clarified that
there has been an increase in gas movements compared to 2010. Board members discussed
new business and continued growth.
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Action Taken

Mr. Jablonski moved to receive the report for information. Mr. Jones seconded the motion, and
it was unanimously approved.

4. Report on Pacific Southwest Railway Museum Operations

Diana Hyatt presented the second quarter of 2012 report (attached to the agenda item).

Ms. Hyatt asked Chas McHaffie to follow up on a Federal Communications Commission (FCC)
requirement to convert Carrizo-owned radios to narrow band for road frequencies and at
repeater stations. Ms. Hyatt added that the frequency itself expires at the end of the year.

Mr. McHaffie responded that he will follow up.

Ms. Hyatt clarified for the Board that the Museum is contracting with Anthony Anderson for
engineering work. Ms. Landers reiterated that engineers’ credentials and all corresponding
reports be submitted to Tim Allison. Mr. Allison also reiterated that he needs to be notified

whenever there will be any inspections.

Action Taken

Mr. Jablonski moved to receive the report for information. Mr. Jones seconded the motion, and
it was unanimously approved.

5. Report on the Desert Line

Chas McHaffie apologized for submitting the quarterly report late. Mr. McHaffie stated that
Carrizo’s main focus has been to work with Pacific Imperial Railroad (PIR) to understand the
forward-moving rights and obligations regarding the Museum and the Mexican border.

Ms. Landers stated that she has been waiting on information that was requested at the previous
meeting in July regarding the track damage related to SDG&E's subcontractor PAR Electrical
Contractors, Inc. (PAR) so that she can follow up with SDG&E. The quarterly report submitted
states that Carrizo is unable to confirm who is at fault for the damage.

Mr. McHaffie responded that it was difficult to find out who was responsible for the damage.

Ms. Landers reiterated that she needs all information from Carrizo outlining where and when the
damage was discovered. She added that she needs to address the damage with SDG&E, but
all there is currently is a statement from the July meeting that Carrizo discovered it and traced it
back to PAR. Mr. McHaffie agreed to bring Ms. Landers the whole file. Discussion ensued
regarding possible causes of the damage by a fire on the line. Mr. McHaffie confirmed that the
damage has been repaired. Mr. Allison requested that Mr. McHaffie provide the fire damage
report of the line as soon as possible.

. Public Speaker - R. Mitchell Beauchamp: Please see attached comments.

Action Taken

No action taken.
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6.

Real Property Matters

Tim Allison submitted the documents described below that have been processed by staff since
the July 10, 2012, meeting.

S200-12-518: Lease to Innovative Cold Storage, Inc. for building use at the

San Ysidro Freight Yard.

S$200-12-521: Right of Entry Permit to Navy Region Southwest Morale, Welfare and
Recreation Department for the Bay Bridge Run/Walk.

S200-12-528: Right of Entry Permit to Outdoor Dimensions to install banners at the

Grossmont Trolley Station.

S200-12-529: Right of Entry Permit to the City of La Mesa for the Flag Day Parade.

S200-12-530: Right of Entry Permit to Hazard Construction, Inc. to construct the COMM
22 project in the City of San Diego.

S$200-12-513: Right of Entry Permit to Peterson Chase General Engineering

- Construction, Inc. to repair bridge railings at the Grossmont Trolley Station.

S$200-12-532: Right of Entry Permit to Ninyo & Moore to perform field investigations for

various SANDAG projects.

S200-12-534: Construction and Maintenance Agreement to the Ocotillo Express LLC for
crossings in the Ocaotillo area of the Desert Line.

Action Taken

Mr. Jablonski moved to receive the report for information. Mr. Jones seconded the motion, and
it was unanimously approved.

Approval of the 2013 SD&AE Board of Directors Meeting Schedule

Karen Landers stated that staff is proposing the following meeting schedule for 2013:

Tuesday, January 15, 2013 9:00 a.m. (Fourth Quarter 2012 Reports)
Tuesday, April 16, 2013 9:00 a.m. (First Quarter 2013 Reports)
Tuesday, July 16, 2013 9:00 a.m. (Second Quarter 2013 Reports)
Tuesday, October 15, 2013 9:00 a.m. (Third Quarter 2013 Reports)

Upon approval of the above meeting dates, additional information regarding materials due dates
and mail-outs are as follows:

Materials Due to Clerk Materials Mailed

Friday, January 4, 2013 Wednesday, January 9, 2013
Friday, April 5, 2013 Wednesday, April 10, 2013
Friday, July 5, 2013 Wednesday, July 10, 2013
Friday, October 4, 2013 Wednesday, October 9, 2013

-3-
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Action Taken

Mr. Jablonski moved to approve the 2013 SD&AE Board of Directors meeting schedule.
Mr. Jones seconded the motion, and it was unanimously approved.

8. Board Member Communications
None.
9. Public Comments

Chas McHaffie suggested that Board members look at the public speaker’s (R. Mitchell
Beauchamp under Agenda Item No. 5) record at the Sweetwater Authority.

10. Next Meeting Date

The next meeting of the SD&AE Railway Company Board of Directors is on January 15, 2013.

11. Adjournment

The meeting was adjourned at 9:36 a.m.

President General Counsel

Attachment: Public Comments from Agenda Item No. 5 submitted by R. Mitchell Beauchamp
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Order Request Received |

PLEASE SUBMIT THIS COMPLETED FORM (AND ANY WRITTEN STATEMENTS) TO THE CLERK OF THE COMMITTEE PRIOR
TO DISCUSSION OF YOUR ITEM.

1, INSTRUCTIONS
This Request to Speak form must be filled oul and submitted in advance of the discussion of your item 1o the
Clerk of the Commiittee (please attach any wiitien statement to this form). Communications on hearings
and agenda items are generally limited to three (3) minutes per person unless the Committee authorizes
additional time. However, the Chairperson may limil comment to one or two minutes each if there are
multiple requests to speak on a particular item. General public comments on items not on the agenda are
limited fo three (3) minutes. Please be brief and to the point. No yielding of time is allowed. Subjects of
previous hearings or agenda items may not again be addressed under General Public Comments.

Please Print
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2.  TESTIMONY AT NOTICED PUBLIC HEARINGS
Al public hearings of the Committee, persons wishing to speak shall be permitted to address the Commitiee
on any issue relevant to the subject of the hearing.

3. DISCUSSION OF AGENDA ITEMS
The Chairman may permit any member of the public io address the Commitiee on any issue releva\n toa
particular agenda item.

4. GENERAL PUBLIC COMMENTS ON MATTERS NOT ON THE AGENDA
Public comment on matiers not on the agenda will be limited to five {5} speakers with three [3) minutes
each under the Public Comment agenda item. Additional speakers will be heard at the end of the
Committee's agenda.

Request to-Speck Formedoo

"REMEMBER: Subjecis of previous hearings or agenda items may not again be addressed under General Public Comments.



Members of the Board,

On July 10, 2012 | appeared in front of the MTS Board to provide information
which shareholders and creditors of CZRY researched and believe important to be
shared. A copy of the presentation I read to the MTS Board is incorporated here
today for your review and consideration. This presentation and the information |
am sharing with the SD&AE Board today is important not only to the SD&AE and
MTS Boards, but to the public’s interest.

On May 30, 2012, Karen Landers, General Counsel of MTS, submitted a
declaration in opposition to an application for a preliminary injunction filed by
CZRY shareholder Ken Kahan. In that declaration, Ms. Landers offered the
following {and these are all paraphrased for brevity here but the complete

content of her declaration is submitted today for your review and consideration):
\

* Following receipt of a court order dated January 3, 2012, MTS began
working with PIH and Sheila Lemire.

e MTS later understood CZRY transferred its operating and treckage rights to
Pll (owned and controlled by Sheila Lemire) January 5, 201g.two days after
the court order. MTS came to understand Pl transferred the operating and
trackage rights to PIR on November 1, 2011, about one year ago. Though
not in the declaration, MTS is known to have met and corresponded with
Chas McAfee and Donald Stoecklein, amongst others, principals of and
consultants to PIR.

e MTS encouraged PiH, Pl and PIR to develop a proposal to repair the Desert
Line and re-open it for freight operations.

e Ms. Landers declared PIR has the ability to finance this project as opposed
to CZRY; that MTS met with PIR and its bankers and confirmed “the project
is moving forward and that PIR appears able to obtain the financing
needed. This financing will be secured by assets controlled by PIR and not
associated with CZRY” and that if PIR “is unable to fulfill its obligation...then
it is not in MTS or the public’s interest to allow them to continue in an
exclusive operating rights position.”



In addition to the disclosures contained in the information provided to the MTS
Board, the following is important for the public record:

Donald Stoecklein, Chas McAfee and Dwight Jory have been involved in
various businesses together since at least 1995.

In 1995, Stoecklein, McAfee and Jory were elected directors of C.E.C.
Industries Corp. and Advantage Capital Development Corp.

Donald Stoecklein disclosed, as part of his appointment, he entered into an
Administrative Offer and Settlement with the SEC (Securities and Exchange
Commission) and agreed to an Order Instituting Cease and Desist
proceedings against him under the ‘33 and ‘34 Acts.

Dwight Jory disclosed, as part of his appointment, a filing of bankruptcy
liquidation in September 1994.

Copies of these disclosures are being provided to the SD&AE Board as part
of this presentation.

On June 28, 2011, Lone Ranger Holdings Inc., a Nevada corporation of
which Dwight Jory is sole shareholder and Board member, approved the
filing of a bankruptcy petition designed to stall the foreclosure of a single
family residential home it held title to in Ranch Santa Fe. Copies are being
provided.

Chas McAfee is the tenant in that home and has lived there for several
years rent free from Mr. Jory. That home has a public records history of
changing title every few years through various trusts and other vehicles
while the tenants remain living there seemingly without the need to pay
rent.

The public deserves answers to the following:

To what extent has MTS, the sole shareholder of SD&AE, confirmed PIR is
able to obtain the required financing? Shareholders of CZRY are informed
and believe PIR is unable to obtain any such financing.

It is in the public’s interest to have PIR present at these meetings to
disclose whether it truly is or can fulfill its obligations. If not, then as Ms.



Landers declared under penalty of perjury, it is not in MTS or the public’s
interest to allow them to continue in an exclusive operating rights position.
e The public deserves to know why SD&AE and MTS do not require PIR to file
a quarterly report since it is the contractual “operator” of the Desert Line.
¢ Finally, the public deserves to know why SD&AE and MTS believe in:
¢ Chas McAfee, who has consented to a six-figure fraud judgment
against him and has consented to a mid-six-figure IRS judgment
against him for non-payment of CZRY payroll taxes,
e Donald Stoecklein, who has a history with Chas McAfee of at least 17
years and who consented to an order to Cease and Desist with the
SEC,
e and Dwight Jory, a former bankrupt and who owns a property Chas
McAfee (and, formerly Sheila Lemire) lives in rent free
e as opposed to the shareholders and investors of CZRY who want only
their rightful opportunity to rebuild what MTS, SD&AE and SDIV
never could quite figure out how to do and that is rebuild the Desert
Line and restore freight operations. You are not going to find that
talent or money at PIR. Guaranteed. What you will find instead is
resultant litigation that will affect MTS, SD&AE and SDIV for years to
come. Guaranteed.



Good Moming Directors

1 am Mitch Beauchamp, currently serving as the Treasurer of the City of National City, but | was once a member of this
Board, representing the City of National City. During those 8 years on this Board | was focused on opening the Desent
Line of the San Dicgo and Arizona Eastern Railroad. You have before you today yet another action that will not serve
that purpose. The action proposed will further degrade the complex system require to make this dream of John D.
Spreckels work, a system that requires Mexican and US cooperation.

1 will point cut some cogent issucs for your consideration:

1. Pacific Imperial Railroad is owned, managed, directed by, controlled and otherwise comprised of many of the former
key sharcholders, officers and directors, and their advisors, of Carmizo Gorge Railway, the same people who lost the
Mexican railroad contract last year.

2. Through an internal transfer of asscts, currently the subject of pending litigation in San Dicgo Superior Count, Pacific
Imperial Railway obtaincd an assignment of Carrizo Gorge Railway's operating rights.

3. It is a matter of public record from files contained in Federal District Count, San Dicgo, that Charles McHafTie,
former president and director of Carrizo Gorge Railway, and now intimately involved with the management and control
of Paciftc Imperial Railway, conscnted to a significant six-figure fraud judgment against himsc)f within the past 12
months.

4. It is a matter of public record, and all public records one would assume have been thoroughly vetted by MTS prior to
entering into any negotiations with Pacific Imperial Railroad and it's cronics, that the same Charles McHafTie has
consented to a mid six-figure personal tax liability and judgment arising out of his failure to pay payroll taxes on behalf
of Carrizo Gorge Railway while it was under his management and control as president of that company.

5. It is a matter of opinion whether persons who consent to fraud judgments and who otherwise have failed to pay tax
liabilities are trustworthy, honest or have integrity. [ offer no such opinion here-only the actual facts that are a matter of
public record for MTS to investigatc thoroughly on its own on behalf of the public it represents.

6. It is also a matter of public record that Charles McHaffte has been sued in the last several years, following his run as
president of Carrizo Gorge Railway, by investors who invested moncy in Carrizo Gorge Railway and later claimed
fraud or breach. Gina Scau, for example, the former wife of the recently deceased Junior Scau, sued Mr. McHaffie for
fraud after investing over S2 million in Carrizo Gorge Railway.

7. If any one of the MTS board members currently paying attention to my words would take a moment to go to the
register of actions for the San Diego Superior Court website you would find confirmation of any of the state court
actions [ just mentioncd against Mr. McHafTie personally for fraud and other causes of action. MTS and it's
investigators could also go to the Federal District Court website and find the same information for that court system
and it could also inquire with the IRS for the consent judgment IRS currently possesses against Mr. McHafTie.

8. The point of my presentation here to the MTS board today, and [ do thank you for your time and for listening, is to
suggest caution. Caution with whom you're dealing. Caution with respect to what you are being told. There is a history
behind Pacific Imperial Railroad and behind Mr. McHafTie. They arc deeply and genetically inseparable. We are all
familiar with the admonition regarding history repeating itself. We arc also, cach of us, very familiar with human
behavior and how it ofien repeats itself. As recited above and as each of you can individually rescarch on your own,
there is a vivid history of repetitive, recidivist behavior in the form of fraud and misrepresentation of fact supported by
public record. 1 would not like to sce MTS be the victim of a new fraud. As result, [ urge you respecifully and as an
experienced politician myself, use an abundance of caution before considering entering into any significant transaction
involving Pacific Imperial Railroad and it's lead, Charles McHafYie.

1 thank you for your time and can provide you this writien siatement.
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SUPERIOR COURT OF CALIFORNIA, COUNTY OF S8AN DIEGO
STREEV ADDRESS: 330 West Broadwey

WALING ADDRESS: 330 Waet Booacdway

UTY AND TP COBE:  San Dlogo, CA 52108

FRANCH NAME: Cantrd

TELEPHONE NUMBER: (61) 4507075

PLAINTIFF(S) / PETITIONER(S): Gina Seau
DEFENDANT(8)/ RESPONDENT(S): Charles McHaffle

SEAU VS. MCHAFFIE

CASE NUMBER:
Judge: Richard E. L. Strauss Department: C-75

COMPLAINT/PETITION FILED: 10/04/2010

CASES ASSIGNED TO THE PROBATE DIVISION ARE NOT REQUIRED TO COMPLY WiTH THE CiVIL
REQUIREMENTS LISTED BELOW
[ —————— ———T— ——3
IT IS THE DUTY OF EACH PLAINTIFF (AND CROSS-COMPLAINANT) TO SERVE A COPY OF THIS NOTICE WITH
THE COMPLAINT (AND CROSS-COMPLAINT). ~

ALL COUNSEL WILL BE EXPECTED TO BE FAMILIAR WITH SUPERIOR COURT RULES WHICH HAVE BEEN
PUBLISHED AS DIVISION II, AND WiILL BE STRICTLY ENFORCED.

TIME STANDARDS: The following timeframes apply to genaeral civil cases and must be adhered to unless you have
requested and been granted an extension of time. General civil consists of all cases except: Small clalms appeals,
petitions, and untawful detainers.

COMPLAINTS: Complaints must be served on all named defendants, and a CERTIFICATE OF SERVICE (SDSC Civ-
345) filed within 60 days of filing. This is a mandatory document and may not be substituted by the filing of any
other document.

DEFENDANT'S APPEARANCE: Defendant must generally appear within 30 days of service of the complalnt. (Plaintiff
may stipulate to no more than a 16 day extension which must bs in writing and filed with the Court.)

DEFAULT: If the defendant has not generally appeared and no extension has bsen granted, the plaintiff must request
default within 45 days of the filing of the Certificate of Servics.

THE COURT ENCOURAGES YOU TO CONS!DER UTILIZING VARIOUS ALTERNATIVES TO LITIGATION,
INCLUDING MEDIATION AND ARBITRATION, PRIOR TO THE CASE MANAGEMENT CONFERENCE. MEDIATION
SERVICES ARE AVAILABLE UNDER THE DISPUTE RESOLUTION PROGRAMS ACT AND OTHER PROVIDERS.
SEE ADR INFORMATION PACKET AND STIPULATION.

YOU MAY ALSO BE ORDERED TO PARTICIPATE IN ARBITRATION PURSUANT TO CCP 1141.10 AT THE CASE
MANAGEMENT CONFERENCE. THE FEE FOR THESE SERVICES WILL BE PAID BY THE COURT IF ALL PARTIES
HAVE APPEARED IN THE CASE AND THE COURT ORDERS THE CASE TO ARBITRATION PURSUANT TO CCP
1141.10. THE CASE MANAGEMENT CONFERENCE WILL BE CANCELLED IF YOU FILE FORM SDSC CIV-359

PRIOR TO THAT HEARING

8DSC CIV-721 (Rov. 11-08) Page: 4
NOTICE OF CASE ASSIGNMENT
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Robert D. Shoecraft, Esq. (SBN-96217)

Michelle L. Burton, Esq. (SBN-187152) 50007 -
Devin T, Shoecraft, Esq. (SBN-225489) ¢500CT -4 Py |: 51,
1530 Coturabia Saeeh Suite 1140 - ~

ite T R YT L L L
San Diego, CA 92101 Srild CIESE COUHTY, CA

Tel: (619) 794-2280
Fax: (619) 794-2278

Attorneys for Plaintiff Gina Seau

SUPERIOR COURT OF THE STATE OF CALIFORNIA

COUNTY OF SAN DIEGO

GINA SEAU, individually ) CaseNo:  37-2010-00101621-CU-FRCTL

Plaintift, PLAINTIFFS’ COMPLAINT FOR:
. BREACH OF CONTRACT

. INTENTIONAL
MISREPRESENTATION

. FALSE PROMISE

. CIVIL RACKETEERING (“RICO")

. VIOLATION OF BUSINESS &
PROFESSIONS CODE § 17200, et seq,

VS,

CHARLES MCHAFFIE, individually, and
DOES 1 through 100, inclusive

Defendants.

(UNLAWFUL BUSINESS PRACTIC )

N R et
vhl N

COMES NOW Plaintiff GINA SEAU, individually, (hereinafter “SEAU™) complaining
of defendant CHARLES McHAFFIE (hereinafter “McHAFFIE”) and DOES 1 through 100,
inclusive, and alleges as follows:

PARTIES

1. Plaintiff SEAU is an individual over the age of 18 at all times relevant residing in
the State of California, County of San Diego.

2. Defendant McHAFFIE is an individual over the age of 18. SEAU is informed
and believes that at all relevant times herein McCHAFFIE has been a resident of the State of
California. SEAU is informed and believes that MCHAFFIE has at all relevant times performed
substantial, continuous, and systematic business in the State of Californis, as described more
fully in this complaint, such that MCHAFFIE is subject to general personal jurisdiction of the
Courts of this State. SEAU further is informed and believes and thereon alleges that in

Complaint For Damages
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performing the acts and omissions and engaging in the transactions and occurrences alleged
herein within the State of California out of which SEAU’s Complaint arises, McHAFFIE
purposefully directed his activities at residents of this State and purposefully availed himself of
the privilege of conducting such activities in this State, such that MCHAFFIE is subject to
specific personal jurisdiction of the Courts of this State.

3. SEAU is ignorant of the true names and/or capacities of the defendants sued
herein as DOES 1 through 100, inclusive, and therefore sues said defendants by such fictitious
names. SEAU is informed and believes and thereupon alleges that each of the defendants
designated herein as a DOE is legally responsible in some manner for the events and happenings
referred to in this complaint and caused damages to SEAU as alleged more fully herein. SEAU
is informed and believes that each of the defendants herein designated as DOES 1 through 100,
inclusive, have an interest in the litigation which is the subject of this Complaint. When the true
names have been ascertained of said DOE defendants, leave of court will be requested so as to
include said names in lieu of said fictitious names.

4, SEAU is informed and believes and thereon alleges that at all times herein
mentioned each of the defendants identified in the paragraphs above, were agents and/or
employees of each of the remaining defendants and.were acting within the course and scope of
said agency and/or employment at all times mentioned herein.

GENERAL ALLEGATIONS

5. SEAU alleges that after securing a position of trust and confidence, MCHAFFIE
solicited SEAU’s investment in a certain business investment opportunity hereinafter designated
as the “Corrizo Gorge Railway transaction.” In connection with his solicitation of SEAU’s
investment in the Corrizo Gorge Railway transaction, MCHAFFIE knowingly and intentionally
misrepresented to SEAU material facts regarding the nature of the risk involved in the
investment, with the purpose and intent of inducing SEAU to provide investment capital to
McHAFFIE. McHAFFIE held himself out to SEAU as an experienced, professional, and reliable
business investor as well as a friend and confidant and induced SEAU to rely upon his false
representations as to the nature of the Corrizo Gorge Railway transaction. McHAFFIE had

Complaint For Damages
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actual knowledge that SEAU was highly unsophisticated in matters of business, investments and
lending transactions

6. In connection with his solicitation of SEAU’s investment, McHAFFIE requested
SEAU loan him the sum of two million-five hundred thousand dollars ($2,500,000.00)
(bereinafter the “Funds”) which loan was allegedly for purposes of facilitating the consummation|
of the Cormrizo Gorge Railway transaction. After first receiving five-hundred thousand dollars
(8500,000.00), McHAFFIE induced SEAU to take a loan in the amount of two million dollars
($2,000,000.00) against her residential real property located in the County of San Diego
knowingly and falsely represented to SEAU that McHAFFIE would repay this sum in full at 5%
interest per anum, and McHAFFIE knowingly and falsely represented to SEAU that he would
also pay all transactional costs and fees associated with SEAU’s obtaining this loan as charged
by the financial institution that made the residential, interest only loan to SEAU, and further
knowingly and falsely represented that he would pay all of the monthly interest on principal
charged by the financial institution arising out of the two million dollar ($2,000,000.00) loan.

7. In reliance upon McHAFFIE's materially false representations, SEAU took out
the referenced loan and encumbered her residential real property as collateral. At McHAFFIE’s
direction, SEAU caused the electronic transfer of the two million dollars ($2,000,0600.00) to be
made to the attorney client trust account of James J. Warner, Esq., an attorney licensed to
practice law in the State of California. MCHAFFIE knowingly represented to SEAU that
attorney Wamner would act as SEAU’s attorney and ﬁduciary in connection with the Corrizo
Gorge Railway transaction and the associated loan and protect her interest in connection with the
matter until the loan was repaid. At all time relevant hereto, SEAU reasonably relied on such
representations and believed and understood attomey James J. Wamer was acting as her legal
counsel charged with the responsibility to protect her interest.

8. After SEAU transferred the Funds to Wamer, SEAU is informed and believes
MCcHAFFIE and DOES 1 through 100, inclusive, misappropriated the Funds for purposes
unrelated to the Corrizo Gorge Railway transaction. McHAFFIE did make paymeats to SEAU
for the loan payments due by SEAU, however within the past months MCHAFFIE has failed to

Complaint For Damages .
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pay the costs or interest on the loan as promised to SEAU despite SEAU’s demands and
demands made by attorney James J. Wamer on SEAU’s behalf in January and February of 2010,
MCcHAFFIE and DOES 1 through 100, inclusive, have defaulted on the terms of his loan
agreement with SEAU and failed to repay the loan with interest on the terms promised to SEAU.

9. SEAU has been actually and substantially harmed by the actions and omissions ofH
McHAFFIE and DOES 1 through 100, inclusive, as described herein. SEAU is unable to pay the
monthly interest on the loan secured by her residential property and is danger of losing the
property to the lender. McHAFFIE and DOES 1 through 100, inclusive, have converted the
Funds to their own use. McHAFFIE's actions as described herein are malicious, oppressive, and
fraudulent, and SEAU asserts the following causes of action against MCHAFFIE.

- FIRST CAUSE OF ACTION
(Breach of Contract)
(As Against All Defendants)

10.  SEAU incorporates all of the preceding paragraphs as though set forth fully
- _

11.  SEAU alleges that by the transactions, occurrences, and series of transactions and
occurrences by and between SEAU and McHAFFIE and DOES 1 through 100, inclusive, as
alleged herein, a contract was formed between these parties.

12.  SEAU alleges that she performed everything required of her under the terms of
the contract. SEAU alleges that McCHAFFIE’s and DOES 1 through 100, inclusive, performance
under the contract was not excused, and that all conditions requiring MCHAFFIE's and DOES 1
through 100, inclusive, performance thereunder have occurred.

13.  SEAU alleges that by McHAFFIE’s and DOES 1 through 100, inclusive, acts and
omissions complained of herein, McHAFFIE and DOES 1 through 100, inclusive, breached their
contract with SEAU, and SEAU was harmed by that breach, and is entitled to an award of
damages based thereon.

SE AUSE O
(Fraud - Intentional Misrepresentation)

Complaint For Damagos
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(As Against All Defendants)

14.  SEAU incorporates all of the preceding paragraphs as though set forth fully
herein.

15.  SEAU alleges that by McHAFFIE's and DOES 1 through 100, inclusive, acts and
omissions complained of herein, McCHAFFIE and DOES 1 through 100, inclusive, made false
representations of important facts to SEAU, which McHAFFIE and DOES 1 through 100,
inclusive, knew were false when made, and upon which MCHAFFIE and DOES 1 through 100,
inclusive, intended SEAU to rely. SEAU reasonably relied upon McHAFFIE’s and DOES 1
through 100, inclusive, false representations, and this reliance was a substantial factor in causing
harm to SEAU.

16. MCcHAFFIE’s and DOES 1 through 100, inclusive, acts and omissions complained
of herein were malicious, fraudulent and oppressive, entitling SEAU to an award of exemplary
damages.

THIRD CAUSE OF ION
(Fraud — Falsc Promise)
(As Against All Defendants)

17.  SEAU incorporates all of the preceding paragraphs as though set forth fully
herein.

18.  SEAU alleges that McHAFFIE and DOES 1 through 100, inclusive, made false
promises of important facts to SEAU in order to induce her to enter the transaction and provide
MCcHAFFIE and DOES 1 through 100, inclusive, the Funds, which promises McCHAFFIE and
DOES 1 through 100, inclusive, knew were false and which he did not intend to perform when
made. McHAFFIE and DOES 1 through 100, inclusive, intended SEAU to rely upon their false
promises, and SEAU did so reasonably rely. McHAFFIE and DOES 1 through 100, inclusive,
failed to perform as promised, and this failure was a substantial factor in causing harm to SEAU.

19.  McHAFFIE’s and DOES 1 through 100, inclusive, acts and omissions complained
of herein were malicious, fraudulent and oppressive, entitling SEAU to an award of exemplary
damages.

Complaint For Damages
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FOURTH CAUSE OF ACTION

(Civil Violation of the Racketeer Influenced and Corrupt Organizations Act;

18 U.S.C. § 1961 et seq.)
(As Against All Defendants)

20.  SEAU incorporates all of the preceding paragraphs as though set forth fully
herein.

21. SEAU is informed and believes that in doing the things herein alleged,
MCcHAFFIE and DOES 1 through 100, inclusive, have engaged in a pattern of racketeering

activity in connection with an enterprise that affects interstate commerce, including without

limitation mail fraud, wire fraud, and fraud in the sale of securities. SEAU has suffered damages
as a direct and proximate result of the racketeering activities of MCHAFFIE and DOES 1 thro!
100, inclusive, such that SEAU is entitled to an award of actual damages, statutory treble
damages, and attorneys® fees and costs.
FIETH CAUSE OF ACTION
(Violation of Business & Professions Code § 17200)
(As Against All Defendants)
22.  SEAU incorporates all of the preceding paragraphs as though set forth fully
herein.

23.  SEAU alleges that the wrongful acts of MCHAFFIE and DOES 1 through 100,
inclusive, as herein alleged were performed pursuant to MCHAFFIE’s and DOES 1 through 100,
inclusive, unlawful business practice of defrauding potential investors with false promises of
illusory investment opportunities. SEAU is informed and believed and based thereon allege that
McHAFFIE and DOES 1 through 100, inclusive, have a pattern and practice of illegally
misappropriating the personal funds of unknowledgeable investors such as SEAU herein.

24.  SEAU alleges she has suffered injury in fact as a result of MCHAFFIE's and
DOES 1 through 100, inclusive, unlawful business practice alleged herein. SEAU further alleges|
that pursuant to the laws of this State, SEAU is entitled to restitution of all amounts illegally
misappropriated by McHAFFIE and DOES 1 through 100, inclusive, pursuant to the unlawful

Complaint For Damages
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business practice alleged herein, in an amount to be proven. SEAU further seeks injunctive
relief against MCHAFFIE and DOES 1 through 100, inclusive, to prohibit the unlawful business
practices complained of herein.

WHEREFORE, SEAU prays for judgment as follows:

1. For a judicial determination of the respective rights of SEAU and the duties of
MCcHAFFIE and DOES 1 through 100, inclusive, pursuant to applicable law;

2, That judgment be entered in favor of SEAU and against MCHAFFIE and DOES 1
through 100, inclusive, with respect to all amounts due and owing SEAU, plus interest, including
pre-judgment interest, and other economic and consequential damages, in an amount to be
determined at the time of trial;

3. Attorney's fees pursuant to contract and law, witness fees, and costs of litigation
incurred by SEAU to obtain relief sought herein, in an amount to.be determined at the time of
trial;

4. Treble damages pursuant to RICO;

5. Punitive and exemplary damages in an amount to be determined at the time of
trial;
6.  Restitution;
7. Injunctive relief;
8.  Such other relief as the Court may deem just and proper.
Respectfully submitted,
Dated: October 4, 2010 By:
Shoecraft ¢ Burton, LLP,
Attomeys for P
Gina Seau
Complaint For Damages

-7-



VICW Irarty INAIMC vienes

7\, Superior Courn of Cailfornia, Coumy ot San Disgo
\ .

Praevious Fage

N

New Party Nama Search

View Party Name Matches

ragc 1 vz

Select the Case Number balow If you would like to see case detalls. If you did not see the case you wers locking for, selact
the Browser back arrow or ‘Previcus Page’ cptlon above to go to the previous screen and modify your selection criteria,

Otherwise, you can choosa the ‘New Party Name Search’ option above to start a new name-search.
Last Name requested: MCHAFFIE First Name requested: CHARLES Search Result Page: 1

|Case Number Party Name Matches IOpposl_ng Party Ecﬁt!on %:: loate Filted
P MCHAFFIE, CHARLES |PACIFIC HORIZON FINANCIAL _ |North
|wa1; 12y | lmc lc(mmv |clvu |oaraara0s
- MCHAFFIE, CHARLES |PACIFIC HORIZON FINANGIAL _ |North
|unorszas | [ [North  fown  frorzarzons
MCHAFFIE, CHARLES |FORT WORTH CREDIT North
e l PARTNERS, LTD. Horthy (o lotrzareass
— MCHAFFIE, CHARLES |[FORT WORTH CREDIT North
|L¢_76££~ | PARTNERS, LTD. County |c|vu 10130/1897
|§_4_4,g¢g |'“°““""'E- CHARLES |rpemBLAY, ZAO Souny lcwu |ornertes
Irg_r 191 IM"""FF'E- CHARLES |\ina), MD., JOSE 2:"&, ‘cwn |08!02I1987
Igggg_;cg_z |“"°““F"'E- CHARLES |cppgoN LAW FIRM APC San Dlego ’crvu losnsmoa
l:;\s&g |“°“"FF'E' CHARLES |pene1t, RON g:"m"w Civik |osmmos
s MCHAFFIE, CHARLES |A & A HOLDINGS LIMITED North i |
Giaa7:cn |M°W"'E- CHARLES |gppers, RON San Diego Ictvll 06/1912008
morn MCHAFFIE, CHARLES |AMERICAN MOTORISTS |
|eiesziaze |'“c"“""'£' CHARLES |R0RABAUGH GROUP |san Diego IOMI |o7r26r2004
GICBO03 |""°““""'E- CHARLES |, 'ATZMAN, RICHARD San Dlego |c|vn 1111412002
GIC T34 I"‘c""“""e' CHARLES |,0Ry, DWIGHT San Dlego Icwu 08/30/1899
_— Imcmne, CHARLES U, S, SECURIIES GLEARING |31 Diogo ‘cmn I
a1t 4 "
37.2020:90:9 i&;;&-.ﬁm-.IMc"AFF'E. CHARLES |geay, GiNA 7“ San Dlego ICMI 10/04/2010 2(
= 20100000 7473-CU- |MCHAFFIE, CHARLES |[STRAUSS LIMITED East
I 2010 G0y Cav --L.l E, D ARTHERSHIP County lclv“ |mmo1°
L (L5265 T _},lMCHAFFIE, CHARLES |EAST COUNTY DIRT WORKS INC |sﬂ' Dlego |0lvil 09/22/2008
AR 'ss)QST&z&s,;;_u_-IMOHAFFlE- CHARLES |wu|u.ocx.m |3an Dlago Ictvu 121472007
Gt ‘gcwne, CHARLES ||=onsss1' BEND LTD N |clvll 1072212004 |
(USRETLo MCHAFFIE, GHARLES IHALIFAX INVESTMENTSLLC  [San Diego ‘CIVII 0812672004
— MCHAFFIE, CHARLES North
NS IROBERT Iralu.ea. DAVID GREGORY oty IOMI 0610111967

http:/courtindex.sdcourt.ca.gov/CISPublic/viewname

10/8/2010



View Party Name Matches

/‘&3 Suporior Court of Callfornla, County of San Diego

Page 1 of |

e

Caso Search Homo Provious Page Now Party Name Search

View Party Name Matches

Select the Case Number below if you would like to see case details. If you did not see the case you were looking for, sefect
the Browser back arrow or ‘Previcus Page’ opticn above to go to the previous screen and modify your selection criteria.

Otherwise, you can choose the 'New Party Name Search' opticn above to start a new name search.

Last Name requested: CARRIZO GORGE First Name requested: Search Result Page: 1

, Case Case
Case Number IParty Name Matches |0ppoamg Party Location [Type |Date Filed
CARRIZO GORGE East
IE031642 CARRIZO GO |CANADIAN PACIFICRAILWAY  |co%t [civil  [o4/04/2008
CARRIZO GORGE [HELM FINANCIAL CORPORATION [East
GIE036664 RAILWAY INC County [Ctvil  |03/05/2007
CARRIZO GORGE East
GIE034315 A AATHA |GE RAIL CAR NEW LIFE Gounty [CvI1 osrtsrz008
CARRIZO GORGE East
GIE032058 R WHILLOCK CONTRACTINGINC  [22%¢  fcivii  [osiot/200
37-2010-00071565- |CARRIZO GORGE [East
R T |BnsF RaILWAY comPANY County [ [oensizote
37-2010-00070009- |CARRIZO GORGE SAN DIEGO & IMPERIAL VALLEY |East ot loarsizoro
CU-BC-EC . |RaiLwWAY INC RAILROAD INC County |
37-2010-00067473- |CARRIZO GORGE lsmAuss LIMITED PARTNERSHIP |East ol loarosrzoto
[cu-ciEc RAILWAY INC County
37-2010-00066915- |CARRIZO GORGE UNION PACIFIC RAILROAD East ol loaroarzoto
CU-CO-EC RAILWAY INC COMPANY County
37-2008-00065325- |CARRIZO GORGE FIRST UNION RAIL East
CU-EN-EC IRAILWAY INC CORPORATION County SV loarosrzo0e
37-2008-00102537- |CARRIZO GORGE East
B |RMLWAY oo SCHEUERMAN, RENE LAMAR  [22%1 o [12r3012008
37-2008-00100369- |CARRIZO GORGE East
CLR3.EC ALWAY e [RYAN cREDIT SERVICE County  [cMIl 1210212008
37-2008-00066073- |CARRIZO GORGE NORTHWESTERN RAILROAD ___ |East ol lorrzarzoce
CL-R3-EC RAILWAY INC CONSTRUCTION INC County
37-2008-00063165- |CARRIZO GORGE SAN DIEGO WHOLESALE CREDIT [East ol losrotrz008
CL-R3-EC RAILWAY INC ASSOCIATION County
37-2008-00063133- |CARRIZO GORGE East
: SANAY e |cANADIAN PACIFIC RAILWAY  |C28  [civit  oio7r2008
37-2008-00034721- |CARRIZO GORGE IHARMONY GROVE PARTNERS LP |East Civil ‘oms:zooa
CL-UD-EC RAILWAY INC County
37-2007-00080931- |CARRIZO GORGE UNION PACIFIC RAILROAD East PR F—
CU-BC-EC RAILWAY INC COMPANY County
37-2008-00086073- |CARRIZO GORGE NORTHWESTERN RAILROAD ___ |East ol lorrzarzo0s
{CL.R3.EC RAILWAY TOURSINC  |CONSTRUCTION INC County |
CARRIZO GORGE PHOENIX CONSTRUCTION East
GIE030423 RAILWAY, INC SERVICES, INC County |°M! |°"°3'2°°°
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37-2008-00085174- |\NTERNATIONAL AGGREGATES |GARCIA, RUBEN San Diego ey Josrosr2c08
CU-PA-CTL INC
CARRIZO GORGE RAILWAY INC |PHOENIX CONSTRUCTION [San Diego
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|
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\ X INC
X - |[CARRIZO GORGE RAILWAY INC |EAST COUNTY DIRT San Diego
CUWM-CTL WORKS INC [Civil loatzztzoos
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37-2008-00083791- |CARRIZO GORGE RAILWAY INC |BAJA CALIFORNIA RAIL San Dlagol
CU-BT-CTL I ROAD INC Civil |0511 3/2008
http://courtindex.sdcourt.ca.gov/CISPublic/viewname 2/24/2011
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DWIGHT JORY and CHARLES McHAFFIE

Dwight Jory has been a business associate of John Madsen since at least 1991, decumented by this filing Nelson v Jory and Madsen, etal.
{This case is listed in the Cases 1991-2000) While looking [nto Mr. Jory’s business activities, It was discovered that Dwight Jory and
Charles McHaffie are buslness assoclates.

It can be established that Jory and McHaffle have known each other since at least 1989. This is the case history of the Robert Bartoli vs
Kent Greene, etal, filed In 1989. Charles McHaffie and Owight Jory are named as third-party defendants. The company DSM Golf
Enterprises, Inc., was also named. Since the case Is old, the court filings cannot be found. Even though the case was filed in 1989, Kent
Green was Issuing orders In 1994 and 1956 for the appearance of “judgment debtor” Charles McHaffie. There is a Judgment in the amount
of $167,251.92 agalnst both Dwight Jory and Charles McHaffle given In 1994 to Mr, Greene, per the case history. The reasen for the case
Is unknown.

Dwight Jory was on the board of a company called Advantage Capital Management and also DSM Golf Enterprisas (scroil to page 17)
Advantage Capital Management had previcusly been C.E.C. Industrias Corp, When reading all the Information, it Is hard to determine what
the actual business is, there were several different types of businesses. Charles McHaffle was also invalved with the company.

Another person on the board of Advantage Capital Management was Donald J Stoecklein, an attomey. Dwight Jory filed his Written
Consent (June 28, 2011) for the Lane Ranger HoldIngs, Inc, bankruptcy from the cffice of Stoecklein Law Group.

When reviewing the case history of Bartoll v Green, most of the gecple named as dafendants in the case were also involved with
Advantage Capital Management(ACM). Also when reviewing the ACM f/k/a C.E.C Industries information, a company named Misslon
Valley Mini Storage was a part of C.E.C. Industries (on page 3 and page 7). While not noted In the Informaticn, Dwight Jery was the
manager. Misslon Valley Minl Storage and C.E.C. ladustries had the same address 23 Cactus Garden Drive, F-60.

Jory and McHaffie have both been Trustees for Shamee Family Trust Partnership. They have both been Involved with Carrizo Gorge
Railway, which Is 3 company that Jery mentions In his fillngs with BDCM. They have 2!so been involved with a non-profit greup called
Keepers of The Wild. Dwight Jory was the treasurer for the group.

SIDE NOTE: Carrizo Gorge Railway was started years 3go (the actual line was started In 1919),how they became invoived and their
tnvolvement in it IS unclear at this time,

SHARNEE FAMILY TRUST PARTNERSHIP

Researching Sharnee Family Trust Partnership (SFTP), it has been discovered through an lavoluntary bankruptcy Rling (n 2001 In Nevada,
that SFTP Is a Rea) Estate Business Trust. (def: Involuntary Bankruptcy) The fillng was done by Individuals trying to get debts repald, the
bankruptcy was dismissed because the filers failed to pay a fee. Most of the other Inveluntary fitlngs for the Shamee Family Trust have
teen filed by either Charles McHaffle or Dwight Jory. The Shamee Family Trust was menticned in a Rellef of Stay for the recent (June
2011) Lone Ranger Moldings bankruptcy. It appears that the property in the bankruptcy could belong to McHaffie/Shamee Family Trust.
Please go to the Dwight Jory page to read more about the bankruptcy.

Here (s a list of the Sharnee Family Trust bankruptcles. All were dismissed except for the most recent filing in October 2008, which
appears to still be active. Prior to the Octeber 2008 fling there was another inveluntary bankruptcy filed April 2008.

In April 2000, Shamee Family Trust Partnership‘s Trustee, Dwight Jory, filed a voluntary barkruptcy. In this bankruptcy, Washington
Mutual filed this Ex-Parte Application. It states that it is a frivolous filing as well as another frivolous filing in 1999. Washington Mutual was
owed $1,200,000.

In 2001 bankruptcy Case No 01-13141-PB7 was flled In Southern Californla. This bankruptcy had a Mation for Rellef from Stay filed by Tri

Acceptance Corporation in February 2002. The first paragraph states it Is a “complex multi-party consofidated proceedings in Clark County
Nevada Superior Court”, What can also be said Is there Is a great deal of money talked about in this filing, This Motlon sites

several actions done by Jory, McHaffle, and Richard Katzman, an attorey. On page 7 of the fling, it is stated “Katzman, McHaffle and Jory
are scheming for some improper purpose, Iltkely to once again prevent the foreclosure of Calle Privada property”. The Rellef states that the
Involuntarily bankruptcy was “not filed In good faith or for proper purpose” and, on Page 4 of 8, that this bankruptcy Is a replica of a

bankruptcy filed previousty Case 99-08450-PB?, Southern California Bankruptcy Court.

http://www .stopcokermadsen.com/jory-and-mchaffie 12/26/2011
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NOTE: In the Motion filed for Tri-Acceptance (/k/a Tri-Capital, Victory Viilage 11l Is mentioned, it Is also in the Advantage Capital
Management SEC flling. Tri-Capital Is also In the SEC flling. (SEC = Securitles Exchange Commission)

UC LOFTS on 4th, LLC UC LOFTS on Sth, LLC and URBAN COAST, LLC

McHaffle Is also involved with, and the registered agent for, U C LoRts on 4th LLC, U C Lofts on Sth, LLC and Urban Coast, LLC. This is the
link for the California business search. Type in UC Lofts or Urban Coast. Be sure to “click® on Limited Liability Company.

In October 2005 an Involuntary bankruptcy was filed for UC Lofts on 4th LLC and UC Lofts on Sth, LLC, Case No. 05-15409-JM. In
October 2008, Adversary Proceeding No. 08-90439-JM was filed. The Shamee Family Trust Partnership is named as a defendant in this
adversary hearing. This document outiines another bankruptcy and adversary hearing in 2007. The document outiines different parties
2and provides background to the case. Fraudulent transfer of property is outlined In the filing. There was a hearing set for May 7 20609.

A ccmmmon denominator in these bankruptcies - Lone Ranger Holdings LLC, Sharnee Family Partnership Trust and UC Lofts bankruptcles
is a piece of property - 14995 Calle Privada, Dal Mar, CA. This propearty has been in filings since at least 1899, as outlined In the Relief
of Stay in bankruptcy Case No 01-13141 (link for Relief Is above)

CARRIZO GORGE RAILWAY

A lawsuit was filed agalnst McHaffie by Gina Seau in 2010. The lawsult claims breach of contract, intentional misrepresentation, RICO and
Violation of Business & Professional Code. Gina Seau vs Charles McHafflie . This lawsuit Is about McHaffle seeking a $2.5 Million
investment into the Carrizo Gorge Railway via a loan from Seau to “consummate the Carrizo Gorge Railway transaction®, James Wamer,
McHaffie’s attorney, Iis mentioned In this lawsuit, on Page 3, Paragraph 7, where it Is stated that Wamer would also act as Seau‘s attorney
in the loan transaction. The status of this lawsuit is not known at this time.

Informaticn about Carrizo Gorge Railway and other lawsuits will be added.

VARIOUS LAWSUITS for CHARLES MCHAFFIE

Mr. McHaffle has been involved In several lawsults - Charles McHalfie lawsults {(some could have been filed by Mr. McHaffie) The list
contains old and current lawsuits. The list can be accessed by going to the San Dtego County site, follow the Instructions. For Case
Location and Party Type - Choose “unknown-3all",

Mr. McHaffle was involved In a lawsuit with Mr. and Mrs. Whillock. The Whiltock's alleged fraud. There was a jury tria), resuiting in a
judgment agalnst McHaffie tn the amount of $1,663,814.43. The information is found on Whillock’s attomey site, Scott Waddle.

MISCELLEANEOUS

This is a lnk to an article In the Valley News, dated Gctober 24 2008, about the unfinished Warm Springs Townhome project, in Murrieta,
CA. Itis stated that McHaffte was originally given the project. The project was not finished and Ren Bedell, who criginally funded the
project, took it over. The articles states that there was a 16 unit townhome project started tn 2003. The residents were very unhappy
about the uncompteted project and wanted something done. There were several meetings of the Murrieta Planning Commission about this
project. The minutes of the meeting can be found by searching Ron Bedell and Murrieta Planning Commission. One meeting was on 9-24-
08, just befere Valley News article. This articte, dated Aprt! 7 2009, states that the townhouses were to be torn down - the last paragraph
in this articles says “The project was first approved by the Riverside County Planning Commission In 2001, and Bedell tock over its
construction (n 2006 when the original developer defauited on his loan.”

One Interesting note Is that someone took information from this site and posted It as a camment on Dec. 9 2011, three (3) years after the
original anticle,

Aerial Photo of the vacant townhoma p3ds (n Mustetta

Information will be added when found.

If you have any information about the above cases or cthers, please write mycokermadsenstery@gmall.com
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Remember to go to the Known Associates page under Associates & Other Information Section

DWIGHT JORY

NOTE: This page was started because of the Locatl Global Heldings/Broadcast Marketing Group, Inc.(BDCM) merger and the great
similarity with GlobeTrack Wireless in the GPS business. There is a lot of information on this page about this merger, some of it is not
critical but ali information has been left, as it was discovered. In September 2011, a few months after the merger, there was an “unwind
agreement” for Locat! Global Holdings and BDCM. The Information is below. NEW: The OTC Market site (OTC site) was updated on
Dec. 15 2011 with the new information for BDCM. The Flerida Business Link was aiso updated. {The OTC Market site -Pinks section-has
tnformation on very small compantes which Is supplied by the people involved with the company.)

Nov. 2011 - After the unwind agreement with BOCM, Lecatl Global Holdings was golng to merge with another company. The company
was cziled 3D Eye Solutions (TDEY) out of Flosida, The merger was not completed, apparently due to non-payment of funds. This Is the
letter posted to the OTC site - Letter removing CEO and Chairman. John Madsen’s name is Included along with Frank Hariton (the security
attorney for Locatl/BDCM). The last paragraph of the letter states “Futhermore, you 8re directed to immediately surrender to the Transfer
Agent the stolan shares issued directly to John Madsen or I will have no cholce but to contact the authorities”. In reading all
the documents submitted to the OTC site, Dwight Jory's name Is never menticned. Madsen, Hariton and Simgn Vemnon Rodriquez, who had
been made the new Chalrman/CEO of the company, are the only names. There are other reports listed, in November, which are
informative, please visit the OTC site to read them.

Read below about Lone Ranger Holdings (started June 22 2011) and the bankruptey filed( June 29) just 7 days after starting the businass.
One of Dwight Jory’s business assocliates Is Charles McHaffle, read more on Dwight Jory and Charles McHaffie .

Lawstits naming Dwight Jory as a defendant are In the Known Asscclates section, as well in the "More Dwight Jory Compantes” section
below.

The Patent page outlines the patent that is mentioned In the press release for 8DCM, as well as more information for BDCM. Go to True
Patent Story to read the actual background of the patent and how it can't work.

Locatl Global Holdings, LLC/Broadcast Marketing Group,Inc

February 3, 2011, Dwight Jory started Locatl Global Holdings, LLC , which is marketing GPS products very similar to GlobeTrack Wireless,
Inc. A recent document filed (July 2011) stated Locatl “completes acquisition of GTW”. Why wasn't this information made publicin a
press release as was done with Broadcast Marketing Group, Inc.?

Locat! Global Holdings, LLC has acquired a public company, Brosdcast Marketing Group, Inc (BDCM). This action appears to be a reverse
merger. In the June 3 2011 article, it stated that the company would be filing a Form 15. A Form 15 means the company will "cease
filing various required forms®. In fact, on June 16, 2011 Dwight Jory dld fila the Form 15 with the SEC. On the SEC site it states BOCM
was previously Imagica Entertalnment and Ranger International, SIC Code 2390, Misc Fabricated Textile Products - which remains the SIC
code for BDCM. (SEC = Securities Exchange Commission)

July 31 2011 - the SIC Code has not changed on the SEC site hawever the OTC Pink site has been changed. OTC Pink Is changed by
the Individuals with the company. Other sites still list BDCM as a “textile manufacturer”,

OnJune 5 2011, the OTC site listed Dwight Jory as President/CEO of BDCM, Using the Florida Business [ink 3 person named R.H Alvarez
is the only person listed for Broadcast Marketing Group, Inc. R H Alvarez is also the person associated with Imagica and Ranger
Intematicnal, Inc.

On June 23 2011 R H Alvarez filed an annual report for BDCM. On June 30 2011 paperwork was filed with Fiorida, Jory (s listed as CEO
of BDCM. In paperwork submitted to the OTC site for BDCM it states Alvarez restgned as President of BDCM (n December 2010. Why
was Alvarez filing papers In Florida on June 23 20117
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Mr. Jory has not registered BDCM in Arizona or Nevada but, as noted previously, he has started ancther company in Nevada. Here is a Enk
to the Arizona Corporation Cemmission database , type in Broadcast and cllck on search. Here iIs the {ink for the Nevada SOS site enter
Dwight Jory as an officer, Broadcast Marketing Group does not appear. There are several companies for Owight Jory, they are listed below.

June 2011 Update: A recent change to the OTC link - the notice has been changed from STOP to Caveat Empter.,

July 1 2011 Update - The OTC site has changed back to STOP. An Initial Disclosure Statement for June 2011 was filed. When reading
the paper, notice that it refers to a new product being released November 2010 - 4th page. 2010 not 2011. (A correction has been made,
{t now reads 2011). The document also states: “ May 5 2011 Dwight Jory, representing Locatl, completes acquisition agreement

with GTW* GTW = GlobeTrack Wireless. Ycu can see all documents submitted to the OTC.

July 5 2011 Update - the OTC site has changed the status to a Yietd Sign which means Iimited information for the company and that it
could be In financial distress.

July 28 2011 Update: The OTC site now shows that BDCM has met all fillng requirements for the OTC site and Is OTC Pink. As stated on
the site, "it Is not a designation of quality or Investment risk”. One of the requirements is that an attomey letter is filed. This was done
July 25, 2011. If you read the letter, the attorney, Frank Hariton, states he met with Dwight Jory In San Diego and lcoked at pictures of
the Inventory. WHY look at plctures? WHY did they meet In San Dlego? Why not Henderson NV? He filed the letter an July 25 but then
filed a revised letter on July 27. Revised financial statements were submitted on July 27, as weil. Also, In the letter, note the wrong dates
for the different reports which he references and the phrase “over the next few weeks I have perfermed® (future and past tense in one
sentence). Please read August 30 update.

A discovery on the SEC site: the ticker symbol for Broadcast Marketing Group Is JMEA not 8DCM. Go to the site, type in IMEA, notice
that Broadcast Marketing Group Inc is listed.

August 30 2011 Frank Hariton, securities attorney for BDCM, has a withdrawal letter on the OTC site. He states “due to events that
have come to his attention”. What events would those be? Could it be fear that the crime-fraud excaption would happen again? It
would be interesting to know what happened. This is the link for the OTC site which shows he filed it on August 24. The rating on the OTC
site for BDCM has gone back to the yleld sign same rating for July S.

UNWIND AGREEMENT - BDCM and Locatl Global Holdings, filed an “unwind agreement” on Sept. 20 2011. Go to the OTC site and read
the BDCM and Locat! Global Holdings Unwind Agreement. (It is a large document) In reading the Unwind Agreement on the 3rd page under
the NOW THEREFORE area, paragraph 3 - UNRESOLVED MATTERS ~ FINRA INQUIRY. "BMG has received an inquiry regarding the SEA and
other matters from FINRA. BMG has provided certain information to FINRA and may be required to provide additional Information to
FINRA. D] agrees to cooperate with BMG with respect to any further Information requests from FINRA® D) = Dwight Jory. FINRA =
Financlal Industry Regulatory Autherity. The entire document should be read. Exhiblt B, under *Pald” shows that $6,200 to Pink OTC
Markets and under “Accrued” it shows Frank Hariton $5,000. Keith Webb was part of the unwind agreement. His name cannot be found in
documents for BDCM on the Florida Business Link but he was patd $6,000 for the compeany, per Exhibit B, There was a consulting
contract,with Keith Webb, attached in the unwind agreement, it is the last document. According to the contract it was signed in March
2011, it was not outlined in the [nitial Disclosure Statement of June 30 2011.

Questions about the INTERIM FINANCIAL REPORT in the Roports Releasad for BDCM:
The unaudited financial statements({as of June 30 2031) and the Information Note 3 (page 7) and Note S presents questtons.

(1) What Is the “property, plant and equipment® and “inventory” valued over $1 Mllilon that BDCM Is getting from GTW? Certatn things are
known (1) before GTW “moved” out of Texas, the company had been locked out of the rented office space due to lack of payment (2)

office equipment, fumiture, files were seized by writs and (3) the GPS [nventory was seized. All of the seized items sit in 2 warehouse.
What property and inventory Is being referenced in Note 3? Is it the furniture & inventory shown on the Photos Submitted page?

(2) How Is 3 $750,000 value assigned to the Intellectual property? Note S says the $750,000 was from “expenses, recorded time by
Inventors and other cost™. Madsen and Coker did the patent filing on thelr 6wn, an attomey was not used. The doitars spent, per the
patent paperwork, was $1500-$2000. Is there paperwork to prove the time that Madsen and Coker spent “inventing”? What Is the “other
cost” ? To date, the patent submitted by John Madsen and Michael Coker has not been reviewed by the US Patent Office.

(3) What Is the prepa!d advertising expense of $S Million? Does it mean that GTW pald $5 Milllon for advertising? If GTW could afford $5
Miliion In advertising, why wasn't Coker being pald his salary at GTW? He stated in his 341 Bankruptcy hearing (and In his Rlings) that
GTW owed him over $735,000 in wages. Go to the Mora Informaticn section and [listen to the "Funding” clip, at the end of the short clip
the $735K Is discussed.

{4) who are the "4 arm length” people that have been employed. When will they be announced?

(5) The Notes Payable in the amount of $1,804,841.03, does match the amount in the GTW Financials (link below). Why has nothing
been pald on the note? Is it one note or multiple nates? With individuals? Another Company? A bank?
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Bilile ). Allred (**Fed Tax Llen®* over $74K for tax year 2006 filed In 2010) produced this Financial Report for GlobeTrack Wireless
{GTW) ending June 30 2010. Comparing the figures in this document with what ts stated In Interim Financial Report for the GTW numbers
Is Interesting. There Isnt any mention of the “Intellectual Property” In the GTW financlals. There are attorey fees but are not allocated to
the patent. The asset numbers don’t seem to match. In the letter from Allred pricr to the financials, he states “management elected to not
submit disclosures ncrmally submitted®. Why?

Laocat! Global Holdings/BOCM, Lone Ranger Holdings, Carrizo Gorge Rallway business office shown below:

Suita 200 - Jory has Locat! Globa! Hotdings/80CM
3nd Lone Ranger Holdings. It is an Executive Suite
used by severa! companies.

Century Executive Suiles, take a tour of the bullding on thelr site. Why wouldn't he want his own building since he has several businessas?
He is In the real estate bustness .

LONE RANGER HOLDINGS, INC.

June 22 2011 -Dwight Jory started Lone Ranger Holdings,Inc. (LRH). The address Is the same address of Locatl Global Holdings, LLC. It
is also the address for another company Jory Is Inveived with, Carrizen Gorge Rallway. As shown abave, it is an Executive Sulte, there
are many other companles located at 10120 S. Eastern Ave., Suite 200. The above photo plus an outside shot Is on the Photos page,
bottom two photos.

Mr. Jory created Lone Ranger Holdings, Inc. on June 22 2011, transferred preperty to LRH and then filed Chapter 11 Bankruptcy for
Lone Ranger Holdings, Inc.,on Juna 20 2011 In Las Vegas, Case 11-20243, Another document, This is the Written Censent for the
bankruptcy ftled by Jery. This Is the original filing of the bankruptcy. In this Motion far Rellef of Stay filed by a crediter, it is stated that
Jory transferred property from the Sharnee Family Trust to Lone Ranger Holdings, just prior to the sale of the property. The person was
owed money by the Sharnee Family Trust, Jory was Trustee at the time of the loan. Apparently, Jory put up the place of property (in CA)
for collateral. Payments were not made, as outlined in the contract. The person decided to sell the property, Shamee Trust filed
bankruptcy, so the sale was stopped. Recently the person tried to sell the property again, this Is when the LRH bankruptcy was filed. Over
$800,00 was owed. The attorney for Lone Ranger Holdings, Inc. filed for a dismissal n August 26 2011 (2 months after the filing), Motion
for Order Dismissing Case the dismissal was granted.

MORE DWIGHT JORY COMPANIES

Dwight Jory has started or been involved with many companies in Nevada , Arizona and Californla.

Looking In the Nevada business search, you will discover that many have been revoked or permaneatly revoked. If you look under
“registered agent” in the Nevada site, for Dwight Jory, you will find additional companies, Dwight Jory also has companies listed with
Arizona. The link should be for an Agent list - type in Dwight Jory. The list of compantes Is provided below, for your convenlence.

Dwight Jory was on the board of a company of Advantage Capital Management and DSM Golf Enterprises (scroll to page 17), These
companies were Involved with 8 company called C.E.C. Industries Corp. McHaffle was also Involved with these companies. ( More on the
Jory-McHaffle page.)

Dwight Jory also has a business called Las Vegas Business Promotions (t is not listed with Nevada. There is also a company called DWIORY
Consulting. Have a look at his website, watch the first video in the video gallery. Dec, 2011 - [t has been discovered this tink is no longer
active - reason unknown.

IG LLC 2 Jory company has had at least one lawsuit. DSM Golf Enterprises has had at least one lawsuit.

Klugman (lawsuit is listed in Legal Cases) filed a Forelgn Judgment In 2007 age!inst Jory, Madsen and IGP.

Here is the list of lawsuits in Clark County NV (some were filed by Jory) If you would like to get more information about the cases, here is

the link to the Clark County site, remember to change “Case” to “Party”, then enter his name In the appropriate boxes. One of the
Iawsuits was Jory sulng his ex-wife, she won,
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Party Type ~ Choose “unknown-all”,

Gold Mountatn Development Corp. 1999
Censalidated Properties Financlal, LLC 2002
Gold Mountaln North, LLC 2004
Chief White Hills, LLC 2004

Go to the Jory-McHaffle Page to leam more about other compantes.

Please notice in the list that a lawsuit was filed 9/22/2011 by Barclay Bank against Dwight Jory.

More lawsuits have been found In San Dlego. Here Is the link to the San Diego Court Cases follow the directlans. For Case Lacation and

For your convenience, a list of the Jory companies from the Nevada gite Iis below.

Company Name Yr Started Position in Company Status of Company
Las Vegas Sunset Ridge Apartments, LTD 1987 Reglstered Agent Expired

1GLUC 1995 Manager Permanently Revoked
Mission Valley Mini-Stoarge L1C 1995 Managing Member Permanentily Revoked
Embassy Investments LLC 1898 Managing Member Permanently Revoked
TxStar Entertainment, Inc 1558 Reglstered Agent Permanently Revoked
Golden Resort and Movie 1999 Manager Dissolved

Help Rescue The Earth Foundation, Inc. 1999 Secretary Permanently Revoked
Land by the Sea 21, LLC 2004 Manager Revoked

Go!d Mountain North LLC 2004 Manager Active

The Way of Humanity 2 LLC 2006 Manager/Registered Agent Revoked

South of the Border F, LLC 2006 Registered Agent Revoked

Jory Family Limited Partnership 2006 General Partner Revoked

Consolidated Capital Investments LLC 2007 Managing Member Revcked

KMF) Water LLC 2008 Managing Member Active

JRED 2008 Managing Member Active

The Way of Humanity Inc 2010 President/Director Active

Locat! Global Holdings LLC 2/272011 Managing Member Active

Lone Ranger Holdings 6/22/2011 Pres,Sec, Treas,Dir Active

For your canvenience, a list of the Jory companies from the Arizona site Is below.

Company Name Year Started Position In Company Status of Company

Secretary Dissalution

Manager Terminated

Manager Good Standing {(Ferelgn LLC)
Manager/member Good Standing

Copytight StopMadsenCaker
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RYAN STIBOR

Nevada Bar No. 8897

900 S. 4" St. #219

Las Vegas, NV 89101
Telephone: (702) 386-0600
Facsimile: (702) 446-8117
ryan@stiborgroup.com

Attorneys for Lone Ranger Holdings, Inc.
UNITED STATES BANKRUPTCY COURT

DISTRICT OF NEVADA

Inre: Chapter 11
LONE RANGER HOLDINGS, INC., Case No: 11-20243-bam
Debtor. Hearing Date: 9/27/2011

Hearing Time: 10:00 am

Location: Foley Federal Building
Courtroom No. 3

MOTION FOR AN ORDER DISMISSING CASE:
MEMORANDUM OF POINTS AND AUTHORITIES

Debtor-in-Possession, Lone Ranger Holdings, Inc., a Nevada corporation (“Debtor™),
hereby moves for an Order voluntarily dismissing the instant bankruptcy case. The Motion
shall be based upon the Memorandum of Points and Authorities below, and Notice of Hearing
on Motion to Dismiss of Debtor submitted concurrently herewith.

POI TIES
1. BACKGROUND

The Debtor filed a voluntary Chapter 11 bankruptcy petition on June 29, 2011. At the
time, the Debtor owned and was in possession of real property located at 14995 Calle Privada,
Rancho Santa Fe, CA 92067 (the “Real Property™), secured by a first deed of trust (“Primary
Lender”) and a second deed of trust (“Secondary Lender”), as well as a non-operational

Conoco gas station located in Branson, MO. The total debt outstanding associated with the
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Real Property is approximately $1,800,000.00. Aside the Real Property debt, the Debtor
possesses manageable outstanding pre-petition unsecured debts. The justification for filing of
bankruptcy was in an effort to maintain the Real Property.

2. DISCUSSION

11 U.S.C Section 305(a)(1) of the Bankruptcy Code provides in relevant part that, (a)
The court, after notice and a hearing, may dismiss a case under this title, or may suspend all
proceedings in a case under this title, at any time if: the interest of creditors and the debtor
would be better served by such dismissal or suspension;...

In the present case, the interests of creditors and the debtor would be better served by
dismissal of the case. Given the current circumstances whereby Debtor and Secondary Lender
can resolve the outstanding debt owed through alternative financing, or otherwise foreclose on
the property, “reorganization” is not necessary or practical. The Debtor is current with the
Primary Lender, and thus can maintain the Real Property through the current Secondary
Lender negotiations. The cost of requiring Debtor to remain in bankruptcy for the sole purpose
of resolving the contemplated obligation would outweigh any benefit to be gained.

Among the factors that Bankruptcy Courts consider in deciding whether to dismiss or
suspend a bankruptcy case, in the exercise of their discretionary authority, are: (a)
consideration of who filed the bankrupicy petition; (b) the availability of another alternate
forum; (c) the necessity of federal proceedings to achieve a just and equitable solution; (d) the
expense of federal proceedings in comparison with proceedings in another forum; (e) the
purpose of the party seeking to remain in Bankruptcy Court; (f) the economy and efficiency of
having the Bankruptcy Court resolve the matter; and (g) possible prejudice to parties. In _re
Mazzocone, 200 B.R. 568, 575 (E.D. Pa. 1996); In re Fortran Printing, Inc,, 297 B.R. 89, 94

(Bankr. N.D. Ohio 2003); see also ]n re Fax Station, Inc.; 118 B.R. 176, 177 (Bankr. D.R.IL.

1990).
Page 2 of 2
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In the instant case, the party filing the bankruptcy petition, the Debtor, is the same
party seeking to dismiss the case, due to changed circumstances. This is not a situation where a
third-party creditor is attempting to dismiss the Debtor’s case in order to extract payment. On
the contrary, it will be more efficient for the Debtor to negotiate the outstanding balance owed
outside of bankruptcy then if compelled to negotiate and arrange satisfaction of the debt
through an unnecessary and expensive plan of reorganization.

Furthermore, federal proceedings are unnecessary in order to achieve a just and
equitable solution, and the expense of continuing the bankruptcy proceedings will far outweigh
any benefit to creditors or the Debtor. A key consideration for determining whether dismissal
is appropriate is whether economy and efficiency of administration will be served. In re
Business Information Co., Inc., 81 B.R. 382, 387 (Bankr. W.D. Pa. 1988); In re Deacon
Plastics Machine, Inc., 49 B.R. 982 (Bankr. D. Mass. 1985). Here, economy and efficiency
will best be served by dismissal of the case, since the attorney’s fees and other expenses that
will be incurred during the course of ongoing administration of this bankruptcy case will
simply diminish the estate more than is necessary, making it more costly to arrange
satisfaction of the debt.

Therefore, the Debtor’s bankruptcy case should be dismissed.

3. CONCLUSION
Based on the foregoing, the Debtor respectfully requests that the Courts dismiss the

instant Chapter 11 bankruptcy case.

Page 3 of 3
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Dated: August 24, 2011
s/ Dwight Jory
President
Lone Ranger Holdings, Inc.

Respectfully,

RYAN STIBOR

Page 4 of 4
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RYAN STIBOR

Nevada Bar No. 8897

900 S. 4™ St. #219

Las Vegas, NV 89101
Telephone: (702) 386-0600
Facsimile: (702) 446-8117

ryan@stiborgroup.com
Attorneys for Lone Ranger Holdings, LLC
UNITED STATES BANKRUPTCY COURT

DISTRICT OF NEVADA
In re: Chapter 11
LONE RANGER HOLDINGS, INC., Case No: 11-20243-bam
Debtor. Hearing Date: 9/27/2011

Hearing Time: 10:00 am

Location: Foley Federal Building
Courtroom No. 3

CERTIFICATE OF MAILING

1 HEREBY CERTIFY that on the August 24, 2011, I served a true and correct copy of
the foregoing MOTION TO DISMISS CHAPTER 11 BANKRUPTCY, by depositing a copy
in the United States Mail at Las Vegas, Nevada, standard mail, addressed to:

American Savings Bank/ EMC
PO Box 7589
Springfield, Ohio 45501

Brian C. Whitaker

Jason M. Wiley

1349 W, Galleria Dr. #200
Henderson, NV 89014

Stoecklein Law Group
402 West Broadway, Suite 690
San Diego, CA 92101

The following persons were served by electronic transmission:

US TRUSTEE OFFICE

300 Las Vegas Blvd., South Suite 4300
Las Vegas, Nevada 89101
USTPREGION17.LV.ECF@usdoj.gov
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A

3 MmUY nds STOBCKLEIN LAW GROUP 231 e, 13157840555 P, 001/002

Case 11-20243-bam Doc 4 Entered 06/29/11 10:18: 50 Page 1 of 2

LONE RANGER HOLDINGS, INC,
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WRITTEN CONSENT TO ACTION WITHOUT MEETING OF THE
BOARD OF DIRECTORS
OF
LONE RANGER HOLDINGS, INC.

A Nevada Corporation
Dated: June 28, 2014

The undersigned, being all of the duly appointed and acting members of the Board of Directors
of Lone Ranger Holdings, Inc., a Nevada corporation (“Corporation”), do hereby conseat to the
adoption of, and do hereby adopt, the following resolutions with the same force and effect as if
adopted at a meeting of the Board of Directors duly called and held, pursuant to §NRS 78.315
and §78.325 of the General Coxporaﬁon Law of the State of Nevada, and pursuant to the bylaws

of the Corpomhou.
Authorization to file for Chapter 11 Bankruptcy

RESOLVED, that the Board of Directors has determined that-the- Corporation
will file for bankruptcy protection status in accordance with Chapter 11, Title 11
of the United States Bankruptcy Code.

FURTHER RESOLVED, that the filing for such smus shall take place in the
State of Nevada. -

AUTHORIZATION OF CORPORATE ACTION,

RESOLVED THAT ecach officer of the Corporation is hereby authorized and directed to
do and perform, or cause to be done and performed, all such acts, deeds and things and to
make, execute and deliver, or cause to be made, executed and delivered, all such
agreements, undertakings, documents, instraments or certificates in the name and on
behalf of the Corporation.or otherwise .as each such officer may deem necessary or
appropriate to effectuate or carry out fully the purpose and intent of the foregoing
resolutions and any of the transactions contemplated thereby.,

All actions heretofore taken by any direotor or officer of the Corpuration in connection
with any matter roferred to in the forcgoing resolutions are hereby approved, ratified and

confirmed in all respects.

l.one Ra.ngar. Inc.~ Unanlmous Consent lune 28, 2011
Pagelof2
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___LONE RANGER HOLDINGS, INC.

The secretary and any assistant secretary of the Corporation or any other officer of the
Corporation, is hereby authorized to certify and deliver, to any person to whom such
certification and delivery may be deemed necessary or eppropriate in the opinion of such
officer, a true copy of the foregoing resolutions.

APPROVAL

Dated: June 28, 2011

The undersigned, being all the directors of Lone Ranger Holdings, Inc., waive the required notice
of meeting and consent to all actions taken hereby.

wﬂA/

Dmglk\  Hirektet

IN WITNESS WHEREOF

- bone Ranger. lnc. Unammous Consent]une 28. 2011 e
Page 2 of 2
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UNITRD STATES
SBCURITIES AND BXCHANGE COMMISSION
Washington D.C., 20549

L d m sgm

CURRENT REPORT

Pursuant to Section 13 or 1S(d) of the
Securities Exchange Act of 1934

:Date of Report (Date of earlieat event reported)
Commission f£ile number D-16734

C.B.C. INDUSTRIES ¢OBP.°
(Exact name of ‘registrant as specified in charter)

Nevada 97-0217252
(State of other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Numbher)
23 Cactus Garden Drive, F-60
Green Valley (Henderson), Hevads 3

(zip Cede)

{Address of Principal Executive Office)
(102) 893-4747
(Registrant's Telephone Number, Including Area Code)

Copies To:
Ge \'4
President

23 Cactus Garden Drive, F-23
son, Navada 89014
(202)893-4747

hup://www.secinfo.com/d1KSg.9y htm?Find=Mchaffie
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C.E.C. Industries Coxp. Page 2

Item No 1 Changes in Control of Registrant.
On September 15, 1395, the Company elected new Directors and Officers

for fiscal 1996. The following pexrsons were elected as Directors: Ronald J.
Robinson, George A. Matthews, Bondld-J, "Spagekiein, Honald.G, . Stocklass;
} 32 Rey bl #<¥ and Ralph Mans. e

Ronald J. Robinson was elected President, Honald. J.. Stocklein as
Secregary and George A. Matthews as Treasurer. T

In accepting the election, Ronald.G.. .Stocklein .disclosed a recent case
filed in the United States District Court, Souther District of New York,
Securities Exchangé -Comniissién vs. Softpoint, Inc., et al., where in Mr.
Stocklein is named as a co-defendant. Ronald'J. ."'Stocklein discleged an
Administrative. Offér and Settlement with the 8ecurities and-Exchange-
Commission, although neither admitting nor denying allegaticns, agreed to the
Order” Instituting Cease :and-Desist procesdings pursuant to Section 8A of the
Securities Act of 1933 and Section 21C of the Securities and Exchange Act of
1934. ODwight Jory disclosed the filing.of a Bankruptcy Iiquidation in
Sgptember, 1994.

Item No. 2. Acquisition or Disposition of Agsets.

The Board of -Directors.unanimously approved a‘plan to spin-off CEI, a
wholly owned subsidiary of C.E.C. Industries: Corp.

The Board of Directors further approved an agreement whereby CEC
would joint veature a 20.30 acre multi-family and commercial project with TRI
Financial, Inc., of San Francisco, California. Final documents for the
transaction are currently being prepared.

Iten No. 3. Bankruptoy or Raceivership.

No events to report.
Item No. 4. Changos in Registrant's Certifying Accountant.

No events to report.
Item No. S. Other Events.

No events to report.
Item No. 6. Resignation of Registrant's Directors.

No events to report.
Item No. 7. Financial Statements, Proforma Financial Information and

Exhibits.

Exhibit -Agreement for the Bxchange of Common Stock or CEC
Industries Corp. For 24.5% Limited Partnership Interest Victory Village Ltd.
III

http://'www.secinfo.com/d1K Sg.9y htm?Find=Mchaffie 10/15/2012
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Karen F. Landars, Bar No. 204975

SAN DIEGO METROPOLITAN TRANSIT SYSTEM
1255 Imperial Avenue, Sulte 10600

San Diego, California 92101

Attornay for
SAN DIEGO METROPOLITAN TRANSIT SYSTEM (Spedally Appearing)
SUPERIOR COURT OF THE STATE OF CALIFORNIA
FOR THE COUNTY OF SAN DIEGO

Case No.: 37-2012-00095975-CU-BT-CTL

DECLARATION OF KAREN LANDERS {GENERAL
Plaintiff, COUNSEL FOR SAN DIEGO METROPOLITAN
TRANSIT SYSTEM) IN OPPOSITION TO

vs. PRELIMINARY INJUNCTION

CARRIZO GORGE RAILWAY, INC., Hearing Date: June 8, 2012
Hearing Time: 10:30 a.m.
DOefendant

g
Judge: Hon. Judith F. Hayes

KEN KAHAN,

DECLARATION OF KAREN LANDERS (MTS) IN OPPOSITION TO PRELIMINARY INJUNCTION

- e mmawar oo o tmw



BRI NBLBEESEL SRS

2
26
Fag

L)

W W N D D oWw N e

I

—ept—
—

1 I am employed as General Counsel for San Diego Metropolitan Transit System
|| {MTS) and its related entitles (San Dlego Transit Corp, San Diego Trolley, Inc., and San Dlego &

Arizona Eastern Raliway Co.) (collectively referred to as “MTS"). 1also supervise the MTS Land

Management Department, which oversees real estate assets owned by MTS. The statements

———————

set forth hereln are based on my personal knowledge, or information avallable to me in my

position as General Counsel,

!
2. MTS Is a public transit development board created by statute. {Pub. Utll, Code, §

320050 et seq.) MTS is the sole member of the San Diego & Arizona Eastern Rallway Co., a
Nevada non-profit corporation (SDRAE). MTS purchased SD&AE and Its real estate assets from
Southern Pacific Transportation Company In 1979. The purchase was prompted, In part, by
MTS’s apposition to Southern Pacific’s petition to abanden the “Desert Line®, which consists of
approximately 70 miles of rallroad tracks extending from the US-Mexico border at Division,
Catifornia, to Plaster City, Califomla. Operations on the Desert Line were suspended because of|

severe storm damage suffered In 1976, MTS cpposed the abandonment of the Desert Line on

the basts that “restoration of SD&AE’s storm-damaged lines, and resumption of full railroad
freight services by SDRAE, are necessary and desirable for the use and benefit of San Dlego
Couaty, Californla, its economy, Rs business, and its residents.”

3. Between 1979 and 1984, operations on the Oesert Line stopped and started asa
result of varlous natural disasters, including fires and floods. Notwithstanding these difficulties,

the Interstate Commerce Commission denied an application by SD&AE’s freight operator (Kyle

ODECLARATION OF KAREN LANDERS {MTS) [N OPROSITION TO PRELIMINARY INJUNCTION
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| Ratiways) to abanden or discontinue service on the Desert Line, (ICC Deciston No, AB-16 {Sub-

No. 1) dated April 25, 1984.)

4. In 1984, MTS entered into an operating agreement for SDRAE’s frelght ratiroad
assets with San Dlego & Imperial Valley Rallway Company (SD&IV) (“1984 Operating
Agreement”). The 1984 Operating Agreement gives SD&IV the exclusive right to cperate freight|
on the SD&AE right-of-way, Including the Desert Line. The 1984 Operating Agreement Includes

5 ten-year terms through March 8, 2034, SD&IV has the right to unilaterally exercise each

option period,

s. Between 1985 and 1992, fire damaged two additional tunnels and two bridges.

Because of the high cost of repalrs, not afl repalrs were completed. In 1994, costs to repalr the
Desert Line were estimated at approximately $17 milfion (Including service upgrades after
operations restored). In 1996, a San Diego Assoclation of Governments study estimated the
project cost at $24 million to $105 mililon, depending on the projact scope.

6. In 2002, MTS consented to an assignment by SD&IV to Carrizo Gorge Rallway Inc.
(CZRY) of Its rights to operate the peseft Une ("CZRY Operating Agreement”}. The term of the
CZRY Operating Agreement colncides with the 1984 Operating Agreement but Is sublject to
SD&IV's reasonable discretion, and SDRAE/MTS consent, to extend the CZRY Operating

Agreement for each new ten-year term. The current term for each agreement ends on March

8, 2014.
7. The 2002 CZRY Operating Agreement was entered into based on CZRY’s intent to

*reopen the Dasert Line by reconstructing the Hine to accommodate freight service.” (CZRY

Operating Agreement, page 2.) MTS agreed to SD&iV's assignment of the Desert Line operatin

DECLARATION OF KAREN LANDERS (MT$) IN OPPOSITION TO PRELIMINARY INJUNCTION
-2-

e—trae emry.s wa e

P e TUT R wNN



W 0O N OO D oW N e

N N N ONONODN S s
(-G - I~ T S ~ T~ < T - I~ I < -

N
8 R

s

rights to CZRY to allow “CZRY the abllity to relnstate the (ine and provided common canier
service over the line.” (CZRY Operating Agreement, page 2.)
8. Since CZRY tock over the Desert Line In 2002, very little frelght activity has taken

place. [n 2007, a study was prepared concemning the state of repalr for the Desert Line bridges.

e ——

The study concluded that the condition of the Infrastructure was significantly more
deteriorated than previously known. Costs to bring the Desert Line into a state of good repalr
were Informally estimated at more than $100 mililon. The tunnels along the Desert Line have
not been inspected or repalr costs estimated.

9. As a result of the bridge study, and a lack of funds to commence the full set of
repalrs needed, CZRY agreed to an embargo and no freight actlvity has occurred on the line
since early 2009.

10, [t Is MTS’s understanding that CZRY has been engaged In varlous shareholder
and creditor disputes since approximately 2005, These disputes have Impacted performance
under the CZRY Operating Agreement and created uncertainty for MTS as to who was In control]
at C2Ry.

11.  (nearly 2011, MTS was provided with a copy of a January 3, 2011 court order In
Sweetwoed v. CZRY (SDSC Case No, 37-2008-00092295-CU-WM-CTL), which established the
shares and votes held by each CZRY shareholder and a statement that “The Court belleves that
its ruling resolves issuas of control, such that further Interference of the type complained of in

the motion Is not likely to accur, obviating the need for injunctive reltef.” On the basls of this

court arder, which appeared to resolve the ongolng sharcholder disputes and questions of

DECLARATION OF KAREN LANDERS (MTS) IN GPPOSITICN TO PRELIMINARY INJUNCTION
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contrel, MTS began working with Shelia LeMire and Pacific Imperial Holdings, LLC (PIH) as the
representative In control of CZRY.

12.  InFebruary or March 2012, MTS was made aware that CZRY had formally
assigned Its rights under the CZRY Operating Agreement to Pacific Imperlal Rallroad (PIR)
through a serles of loans, assignments, and other agreements between CZRY, its sharcholders,
and creditors:

a January 5, 2011, Assignment, Assumption, and Settlement Agreement
between CZRY, Pacific Imperial Holdings, LLC {PIH), Pacific imperial industries, LLC (Pll),
and Sheila Lemira. (Transfer of operating and trackage rights to PH).

b. November 1, 2011, Assignment Agreement between Pil and PIR.
{Transfer of operating and trackage rights to PIR.)

c January 7, 2012, Amendment to CZRY Operating Agreement {formally
assigning CZRY Operating Agreement to PIR) - SD&IV, SD&AE, and MTS consent
required.

13,  MTS was generally aware that these transactions were occurring. During the
course of 2011, MTS was informed that PIH and some assaclated entities, Pil and PIR, were
developing a proposal to repair the Desert Une and resume freight operations as originally
contemplated by the CZRY Operating Agreement. MTS encouraged Pll to develop Its proposal,
since this actlon was the first substantive progress towards re-opening the Desert Line for
frelght service that had occurred since CZRY took over the Desert Line.

14.  Since the costs to bring the Desert Line bridges Into a state of good repalr has

been Informally estimated by MTS staff to be approximately $100 miilion, MTS recognizes that

DECLARATION OF KAREN LANDERS (MTS) IN OPPOSITION TO PRELIMINARY INJUNCTION
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very few entities have the abiiity to finance the rapalrs necessary. Based en MTS’s imited
| knowledge of the shareholder.and creditor disputes that have been filed against CZRY, it does

not appear that CZRY has the assets or collateral available to finance a project of this size and

scope.
’ 15,  In cantrast to CZRY's lack of financing, the entity proposed to succeed CZRY in
the CZRY Operating Agreement, PIR, appears to have the ability to finance a project of this

nature, MTS has met with PIR and its bankers and confirmed that the project Is moving forward]

and that PIR appears able to obtaln the financing needed. This financing will be secured by

assets controlled by PIR and not assoclated with CZRY.

16.  in or sbout March 2012, MTS was Informed that additional progress on PIR
cbialining funds to finance the repalrs could not proceed to the next step until SDEAE and MTS
formally acknowledged the transfer of the operating rights to PIR.

17.  OnApril 10, 2012, the SD&AE Board met and authorized staff to consent to the
assignment of the CZRY Operating Agreement to PIR. This authorization was conditioned upon
staff confirming that PIR was authorized to do business in the State of California. Staff
subsequently abtalned confirmation from the Secretary of State to this effect.

18.  On or about April 30, 2012, | was Informed that the Kahan action was filed and a
temporary restraining order granted refated to the CZRY Operating Agreement. On May 1,
2012, | spoke with the Dapartment 68 court clerk to confirm If a restralning order had been
granted. At that time, | was informed that no order had been entered and that the next
hearing was scheduled for June 15, 2012. 1 was Informed that during the April 25, 2012 ex

parte hearing, the Court had ordered the parties to meet and confer concerning the scape of

DECLARATION OF KAREN LANDERS (MYS) IN OPFOSITIGN TO PRELIMINARY INSUNCTION
eSa

cats ms 1o .

e mms aien s ercmm— — s e
T P R R e r e o o



——tt——

the temporary restraining order the Court agreed to grant at the hearing. On May 2, 2012, |

|

10|
11}
12
13
14
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l obtained a copy of the April 25, 2012 hearing transcript from the court reporter,

19,  Upon reviewing the transcript and moving papers from the April 25, 2012 ex
parte hearing, | noted that MTS was not a named party and the moving papers requested an
L order restralning CZRY from taking any sctlon. The action belng proposed for MTS, consent to
the assignment of the CZRY Operating Agreement, was the last step that needed to be taken to
finalize this transaction. CZRY had already taken all action required when it signed the
| documents listed In Paragraph 12,
1 20.  On May 17, 2012, at 9:00 am, the MTS Board met to authorize the assignment of
the CZRY Operating Agreement to PIR. At approximately 8:41 am on May 17, 2012, | was

provided via emall with a May 3, 2012 court order that allegedly prevented MTS from taking

15
16
17
18
19
20
21
22
23
24
25

26
27
28

any action on the assignment. Upon reviewing the court order, | concluded that it did not, and
could not, assert any jurisdiction over MTS. However, given the required elements for granting
atemporary restraining order, the court order appears to ralse questions regarding the validity
of the assignment document that MTS was consenting to. On this basls, the MTS Board
authorized staff to consent to the assignment of the CZRY Operating Agreement, contingent
upon the outcome of the fune 8, 2012 preliminary injunction hearing scheduled before this
Court.

21. MTS s concemed that granting the preliminary injunction proposed will
unreasonably delay and/or terminate the proposed development and assoclated financing for
this project. MTS has been Incradibly patient in allowing CZRY and Its shareholders to resolve

their differences and return thelr attention to performing under the CZRY Operating

DECIARATION OF XAREN LANDERS {MTS) IN GPPOSITION YO PRELIMINARY INJUNCTION
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Agreement. However, during this time, the Desert Line has fallen into greater disrepalr and no
freight activity has taken place. MTS does not have any confidence that the CZRY shareholders,
on thelr own, have the capacity to repalr the Desert Line and resume frelght operations.

22.  MTS has Informed PIR and CZRY that unless a new agreement to Invest in all
necessary repalrs and restart frelght operations on the Desert Line Is in place by March 8, 2014,
then MTS will not agree to extend the CZRY Operating Agreement beyond its expiration date.

23.  Since 2007, MTS has recelved less than $10,000 in revenue as a result of giving
CZRY the exclusive operating rights to the Desert Line. This Is an Insignificant amount
compared to a railroad under normal freight operations. Therefore, for every year that CZRY
has been unable or incapable of rapalring the Desert Line and resuming frelght operations, MTS|
has lost cut on significant revenue.

24.  In additlon, based on the continued disfunction between CZRY and its
shareholders, if this current shareholder dispute substantially delays or terminates the current
proposed development, then MTS Is prepared to review its options to immediately terminate
the CZRY Operating Agreement for defauit {faflure to diligently pursue and obtaln funding to
recpen the Desert Line). If CZRY or its successor-In-interest Is unable to fulfill its obligations
under the CZRY Operating Agreement, then it Is not in MTS or the public’s interest to allow
them to continue In an exclusive operating rights position. {nstead, MTS will take steps to
publicly bid operation of the line, with a requirement that any proposer provide evidence of the
abifity to finance and a plan to develop the Desert Line within the next two to five years.

25.  Based on the foregoing, MTS opposes the Kahan requaest for a preliminary
injunction. The TRO language that prehibits CZRY “from Implementing the provisicns of the”

DECLARATION OF KAREN LANDERS (MTS) IN OPPOSITION TO PRELIMINARY INJUNCTION
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assignment agreement has been deseribed to MTS as preventing assignment of the CZRY
Operating Agreement to PIR, at least untll some further actlon Is taken by CZRY at an
undetermined time. Any significant delay In formally recognizing the assignment to PIR will
harm MTS by delaying and compromising performance of the CZRY Operating Agreement,

26.  Because they do not hava the capacity to finance the necessary repairs, the CZRY
Operating Agreement does not have any value if It remalns In the hands of the current CZRY
shareholders. The CZRY Operating Agreement only has value In the hands of an entity that can
finance the repalrs.

27. Yo the extent there Is a “bonus value” assoclated with CZRY's limited right to
assign the agreement to an entity that can perform, it appears that this value can be caiculated
and compensated for with a money damages judgment between the minority and majority

shareholders, if warranted on the merits. Upon my review of the assignment request, it

appeared that this value and exchange of compensation was already calculated In the '
cancellation of debts and other actions that were set forth In the January 5, 2011 Assignment,
Assumption & Settlement Agreement.

28.  Granting a preliminary injunction In this case will only further drive CZRY Into
default under the CZRY Operating Agreement, while at the same time prejudicing MTS by
delaying its abllity to see the Desert Line restored for fraight operations. MTS will be forced to
elther declare CZRY In default and take on the litigation risks assoclated with such a step, or

delay all progress on this project until the agreament naturally expires on March 8, 2014, Such

an outcoma Is not In the public Interest and places too much burden on MTS, who Is not a party|

to this sharcholder dispute.

DECLARATION OF KAREN LANDERS {MTS} IN OPPOSITION TO PRELIMINARY INJUNCTION
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SUBJECT:

Agenda Item No. 2

San Diego and Arizona Eastern (SD&AE)
Railway Company
Board of Directors Meeting

January 15, 2013

STATEMENT OF RAILWAY FINANCES

RECOMMENDATION:

DISCUSSION:

Attachment:

That the SD&AE Board of Directors receive a financial report for two quarters ended
December 31, 2012. '

Budget Impact

None.

The financial results (attached) for the first two quarters of fiscal year 2013 include the
periods ended December 31, 2012, and 2011. Final audited results for FY 2012 are
reflected in the Reserve Balance.

The current year-to-date income is $9,100 favorable to budget due to an increase in
expected right of entry permit revenue offset by lower-than-planned lease income and
budgeted revenue for San Diego and Imperial Valley Railroad freight fee that will not be
received until the 3" or 4™ quarter (but is budgeted ratably throughout the year). Income
has increased by $33,500 compared to the same period last year due to a significant
increase in fees for right of entry permits. Expenses are $5,300 unfavorable to budget
due to increased personnel costs directly related to the increase in permit activity offset
by budgeted expenses for outside services that have not been incurred. Expenses have
increased by $18,100 over the same period last year due to the increase in personnel
costs. The net income for the first two quarters of FY 13 was $11,523 compared to a net
loss of $3,904 for the same period in FY 12.

SD&AE Operating Statement 2nd Quarter FY 13



SD&AE operating statement FY2013-12

FY2013 FY2012
Q1 2013 Q2 2013 YTD Budget Variance Q1-Q2 Variance
Revenue
Right of entry permits $ 13,400 $ 29,689 $43,089 $10,002 33,087 5,621 37,468
Lease income 19,563 16,497 36,060 = 42,498 (6,438) 39,991 (3,931)
SD&IV 1% freight fee - - - . 17,502 (17,502) - -
Total revenue 32,963 46,186 79,149 70,002 9,147 45,612 33,537
Expense
Personnel costs** 25,179 30,410 55,589 =~ 40,820 (14,769) 37,435 (18,154)
Outside services - - - . 10,054 10,054 - -
Energy costs - - - - - -
Risk management 5,752 5,752 11,503 - 11,154 (349) 11,772 269
Misc operating expenses 534 - 534 252 (282) 309 (225)
Depreciation - - - - - ) - -
Total expense 31,465 36,162 67,626 62,280 (5,346) 49,516 (18,110)
Net income/(loss) $ 1,498 $ 10,025 $11,623  $ 7,722 3,801 13 (3,904) 15,427
Reserve balance 2012 $916,413
Allocated interest earnings 1,101
Operating profit/(loss) 11,523

Improvement expense 2012

Reserve balance 2013-est $929,036
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Agenda Item No. §

San Diego and Arizona Eastern (SD&AE)
Railway Company
Board of Directors Meeting

January 15, 2013

SUBJECT:

REPORT ON SAN DIEGO AND IMPERIAL VALLEY RAILROAD (SD&IV) OPERATIONS
RECOMMENDATION:

That the SD&AE Board of Directors receive a report for information.

Budget Impact

None.
DISCUSSION:

An oral report will be given during the meeting.
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SD&AE Board January 2, 2013
C/O MTS

1255 Imperial Avenue, Suite 1000

San Diego, California 92101

Periodic Report

In accordance with Section 20 of the Agreement for Operational Freight Service and Control through
Management of the San Diego and Arizona Eastern Railway Company; activities of interest for the 4th
Quarter of 2012 are listed as follows:

1. Labor
At the end of December 31, 2012 the San Diego & Imperial Railroad had 10 employees:

1 General Manager

1 Asst. General Manager

1 Asst. Trainmaster

1 Manager - Marketing & Sales

1 Office Manager

1 Mechanical Manager

1 Roadmaster

1 Maintenance of Way Employee
2 Train Service Employees

2. Marketing

Volume in the 4th Quarter rose 23% as compared to 2011. Bridge traffic had a 32% increase, primarily
driven by arise in LPG traffic. Traffic terminating or originating on the SDIY had a decrease of 17% as
compared to this time last year. Slight decrease from each customer contributed to the overall shortfall.

3. Reportable Injuries/Environmental

Days through year to date, December 31, 2012, there were no FRA Reportable injuries or environmental
incidents on the SDIV Railroad.

Days FRA Reportable Injury Free: 4843



4, Summary of Freight

2012 2011 2010
Total rail carloads that moved by SDIY Rail Service in the 1397 1140 13711
quarter.
Total railroad carloads Terminating/Originating Mexico in 1215 804 1121
the quarter.
Total railroad carloads Terminating/Originating El Cajon, 182 181 250
San Diego, National City, San Ysidro, California in the
quarter.
Total customers directly served by SDIY in the quarter 9 11 13
Regional Truck trips that SDIY Railroad Service replaced 4191 3420 4113

in the quarter

Respectfully,

Randy Perry
General Manager




Agenda ltem No. _4_

San Diego and Arizona Eastern (SD&AE)
Railway Company
Board of Directors Meeting

January 15, 2013

SUBJECT:
REPORT ON PACIFIC SOUTHWEST RAILWAY MUSEUM
RECOMMENDATION:
That the SD&AE Board of Directors receive a report for information.
Budget Impact
None.
DISCUSSION:

A report will be presented during the meeting.

Attachment: Fourth Quarter Report for 2012
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Pacific Southwest Railway Museum

La Mesa Dopot 4885 Nebo Drive La Moesa, GA 81941 6194657778

January 4, 2013

SD&AE Board

c/o Metropolitan Transit System
1255 Imperial Avenue, Suite 1000
San Diego, CA 92101

Re: Fourth Quarter 2012
Dear SD&AE Board:

During the fourth quarter of 2012, the Pacific Southwest Railway Museum carried 6,889
passengers with no FRA reportable accidents or injuries. Total income from SD&AE
property for fourth quarter 2012 was $185,410.29, a check for $3,708.21 will follow
under separate cover. By comparison, PSRM carried 1,012 passengers and earned
$13,707.54 during the third quarter of this year. During the fourth quarter of 2011,
PSRM carried 6,109 passengers with an income of $130,460.78. There were eight
weeks of special event trains during this quarter.

Maintenance of Way work continues along the right of way including the monthly signal
inspections. In early 2012, PSRM assumed full responsibility for the liability,
maintenance and inspections of the two rail-highway grade crossing active warning
systems at State Highway 94 in the Campo Valley. in November, 2012 the power was
turned off to the east Highway 94 crossing by San Diego Gas & Electric due to non-

'payment of several months billing and there was an impending shut off of the west
crossing gates for the same reason. This deficiency wasn't discovered until the batteries
had drained down sufficiently to drop the gates and local agencies notified us.
Therefore, | would like to make a formal request to Pacific imperial Rail and/or Carrizo
Gorge Railway to transfer the two elecfric bills for these two meters serving the two
grade crossing signal systems along Highway 94 in Campo into the name of Pacific
Southwest Railway Museum at our business address below.

A separate response will be forthcoming as it pertains to the museum'’s passenger

contract renewal with the Metropolitan Transit System and the implications of a new
freight operator contract with Pacific Imperial Rail which is a separate agenda item.

A Federal Tax Exempt 501 (C) 8 Californla Non-Profit Corporation www.psrm.org
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* PSRM 4™ Quarter Report to SDAE

Very Truly Yours,

,‘96,’&/ ‘ Z
Diana Hyatt
President

january 4, 2013



Agenda ltem No.

San Diego and Arizona Eastern (SD&AE)
Railway Company
Board of Directors Meeting

January 15, 2013

SUBJECT:
REPORT ON THE DESERT LINE
RECOMMENDATION:
That the SD&AE Board of Directors receive a report for information.
Budget Impact
None.
DISCUSSION:

A report will be presented during the meeting.

Attachment: Quarterly Report

S



PERIODIC REPORT

The periodic report to the SD&AE Railway Company is produced
quarterly by the Pacific Imperial Railroad for the SD&AE Board,

in fulfillment of contractual requirements and to document activity in
the restoration of the line to regional service along with its ongoing
improvement for future generations.



Pacific Imperial Railroad

II.

I1I.

Fourth Quarter 2013

CONTENTS

GOVERNMENTAL
DESERT LINE

REPORTABLE INJURIES / ACCIDENTS /
ENVIRONMENTAL INCIDENTS

MARKETING
FREIGHT ACTIVITY
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Pacific Imperial Railroad
Fourth Quarter 2013

Metropolitan Development Transit Board
San Diego & Arizona Eastern Railway Board
1255 Imperial Avenue 10t Floor

San Diego, California 92101

. Governmental

A. As of December 20, 2012, Pacific Imperial Railroad acquired the rights
and obligations of a ninety-nine year lease with MTS.

B. PIR is furthering negotiations with Carrizo Gorge Railway Inc. in
regard to security on the Desert Line.

C. STB (Surface Transit Board) applications have been submitted and
accepted.

D. PIR established the facts in the HAZMAT situation on the desert line
in Jacumba. Although the original clean up was complete, there were

further issues with equipment on the line leaking into buckets.

E. Pacific and Imperial Railroad is establishing it’s presence with the
appropriate governmental entities.

Il. Desert Line

A. The bridges, tunnels, and rail infrastructure are being analyzed and
prioritized for reconstruction.

B. The storage and unaccounted for items are being categorized for
demolition and/or removal for a comprehensive clean up of the line.

C. Meetings with the PSRM to establish a close, mutually beneficial,
future on the desert line were planned.

5-3



D. The SDG&E and water bills for Jacumba, Campo, and the crossing
arms were taken over from CZRY because the addresses and online
accounts were diverted by certain unauthorized parties.

E. PIR is forming a steering committee for safety and security. The team
will be comprised of representatives of PIR, CZRY Railroad Police, and
PSRM.

F. A team was put into place to communicate with all interested parties
and establish a plan to work with the Boarder Patrol teams that have
requested access to the Desert Line.

G. Investigations continue on the disappearance of materials from the
area including steel, lumber and other useful and valuable materials.

lll. Reportable Injuries / Accidents / Environmental
Incidents

A. There have not been any reportable accidents.
B. There have not been any reportable injuries.

C. There have not been any reportable environmental incidents.

IV. Marketing

A. A team was established to facilitate the cross border marketing plan.

B. The draft revision of the Pacific Imperial business plan is being
Revised.

V. Income

A. There are 52 GE cars on the line. The revenue is being negotiated.

5-4



SUBJECT:

Agenda Item No. 6_8

San Diego and Arizona Eastern (SD&AE) SDAE 710.1 (PC 50771)
Railway Company
Board of Directors Meeting

January 15, 2013

SUMMARY OF SD&AE DOCUMENTS ISSUED SINCE OCTOBER 16, 2012

RECOMMENDATION:

That the SD&AE Railway Company Board of Directors receive a report for information.

Budget Impact

None.

DISCUSSION:

Since the October 16, 2012, SD&AE Railway Company Board of Directors meeting, the
documents described below have been processed by staff.

$200-13-538: Right of Entry Permit to Land Forms Construction for construction
of the Lemon Grove Promenade Project.

$200-13-541: Right of Entry Permit to SECC Corporation to construct fiber
facilities at 24" Street in National City.

$200-13-549: Right of Entry Permit to SCS Timber Resources to perform
vegetation abatement at MP 94 on the Desert Line near Jacumba.
S200-13-550: Right of Entry Permit to R Dugan Construction Inc. to construct
storm drainage facilities at 22" Street, San Diego.

$200-13-551: Right of Entry Permit to Orion Construction Corporation to
construct sidewalk improvements from 65" Street to 68" Street in the Encanto
neighborhood in the City of San Diego.

S$200-13-552: Right of Entry Permit to Aguirre Engineering Inc. to perform
surveying for various SANDAG capital projects.

S200-13-553: Right of Entry Permit to Schilling Paradise Corporation to construct
various dry utilities at 22" Street, San Diego.

$200-13-554: Right of Entry Permit to Malcolm Drilling Company, Inc. to
construct shoring at 22" Street, San Diego.

S200-13-555: Right of Entry Permit to Shimmick Construction Co., Inc. to
construct traction power substations for the Trolley Rehabilitation Project.
$200-13-557: Right of Entry Permit to AES Property Services to perform graffiti
removal maintenance along the orange line in EI Cajon.

S$200-13-559: Right of Entry Permit to San Diego Gas and Electric to remove a
transformer at the Lemon Grove Trolley Station.

$200-13-560: Operating Agreement with Pacific Imperial Railroad, Inc. to operate
freight on the Desert Line.

6a-1



Agenda Item No. 6b

San Diego and Arizona Eastern (SD&AE) SDAE 710.1 (PC 50771)
Railway Company
Board of Directors Meeting

January 15, 2013

SUBJECT:
RIGHT OF ENTRY PERMIT PROCESS FINANCES
RECOMMENDATION:
That the SD&AE Railway Company Board of Directors receive a report for information.
Budget Impact
None.
DISCUSSION:

The SD&AE Board directed staff to investigate and report on right-of-entry permit process
finances. Staff will provide a report to the Board.
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Agenda Iitem No. @

San Diego and Arizona Eastern (SD&AE) SDAE 710.1 (PC 50771)
Railway Company
Board of Directors Meeting

January 15, 2013

SUBJECT:

MOTOR TRANSPORT MUSEUM REQUEST FOR SPUR TRACK FEE WAIVER

RECOMMENDATION:

That the SD&AE Railway Company Board of Directors provide direction to staff on the
request for a fee waiver connected with the plan review and agreement execution for a
spur track previously approved by the SD&AE Board.

Budget iImpact

Costs to be reimbursed depending upon direction from the SD&AE Board.

DISCUSSION:

On April 21, 2009, the SD&AE Board approved the request to add a spur track to the
Motor Transport Museum at approximately MP 67 on the Desert Line in Campo (pertinent
agenda item and minutes attached). The Board approved the item including the
requirement that all costs for the plan review, agreement execution, and construction be
borne by the Motor Transport Museum.

The Motor Transport Museum would like the SD&AE Board to revisit the issue of cost
reimbursement and requests that the Board waive the fees for this effort.

Attachment: Agenda ltem and Minutes Pertaining to Prior Spur Track Approval
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Agenda Item No. 6€

San Diego and Arizona Eastern (SD&AE) SDAE 710.1 (PC 50771)
Railway Company
Board of Directors Meeting

April 21, 2009

SUBJECT:

MOTOR TRANSPORT MUSEUM REQUEST FOR SPUR TRACK

RECOMMENDATION:

That the SD&AE Railway Company Board of Directors provide direction to staff on the
request by the Motor Transport Museum (MTM) for a spur track on the Desert Line.

Budget Impact

Costs to be reimbursed depending on direction from the Board.

DISCUSSION:

By letter dated January 16, 2009, the Motor Transport Museum requested a spur track
connection from the Desert Line Main at approximately Mile Post 67 to serve the
museum for passenger traffic served by the Pacific Southwest Railway Museum. The
property historically served as a feldspar mill and today houses the Museum. MTM
wants to reconnect an old spur alignment as per its attached letter.

If this request is granted, staff will require a deposit to cover costs to prepare the
agreements, plan reviews, and processing.

APRIL21-09.6e.MOTOR TRANSPORT MUSEUM REQ.TALLISON.doc

6¢-2



MINUTES OF THE
BOARD OF DIRECTORS MEETING OF THE
SAN DIEGO & ARIZONA EASTERN RAILWAY COMPANY

April 21, 2009

A meeting of the Board of Directors of the San Diego & Arizona Eastern (SD&AE) Railway Company, a
Nevada corporation, was held at 1255 Imperial Avenue, Suite 1000, San Diego, California 92101, on
April 21, 2009, at 9:01 a.m.

The following persons, constituting the Board of Directors, were present. Bob Jones and
Paul Jablonski. Also in attendance were:

MTS staff: Tiffany Lorenzen, Tim Allison, Linda Musengo,
Wayne Terry

SANDAG staff: Pete d'Ablaing, John Haggerty

Kimley-Horn (consuitant): Anthony Podegracz

SD&IV staff: Matt Domen, Jose Ramos

Pacific Southwest Railway Museum: Diana Hyatt, Dick Pennick

Carrizo Gorge Railway, Inc. (Carrizo): Armando Freire

CFNR: Don Seil

International Border Rail Institute: Richard Borstadt

Motor Transport Museum: Carl Calvert, Ed Dilginis

EB Property: Brian Martins

Bob Jones introduced Don Seil and stated that RailAmerica is proposing that Mr. Seil replace Pete
Jespersen as Chairman on the SD&AE Board of Directors. He explained that Mr. Seil has 30 years of
experience in railroad—exclusively in California. Mr. Jones feels that Mr. Seil's business and operating
background would be an asset to the Board. Paul Jablonski responded that staff will review the terms
of the contract and make a decision at the next meeting in regard to the reelection or addition of
officers.

1.

Approval of Minutes

Mr. Jablonski moved to approve the Minutes of the February 3, 2009, SD&AE Railway Board of
Directors meeting. Mr. Jones seconded the motion, and it was unanimously approved.

Statement of Railway Finances o

Linda Musengo reviewed the fiscal years 2008 & 2009 operating statement (attached to the
agenda item). :

Action Taken

Mr. Jablonski moved to receive the report for information. Mr. Jones seconded the motion, and
it was unanimously approved.

Report on SD&IV Operations

Jose Ramos reviewed the Periodic Report of the SD&AE Railway Company for activities for the
first quarter of calendar year 2009 (attached to the agenda item). Mr. Jones clarified that the
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SD&AE Railway Company Board Meeting April 21, 2009

decline in carloads is in part due to the warm winter and the economy. He added that gas
customers make up more than half of of RailAmerica's income.

Mr. Ramos stated that in the future, more trucks will replace rail freight. Mr. Jablonski
expressed concern regarding how many truck trips will be added. He stated that the goal is to
promote freight, and we should be cognizant any time we could lose freight traffic to trucks.
Mr. Ramos agreed to include the number of trucks trips replacing rail in future reports to the
Board.

Action Taken

Mr. Jablonski moved to receive the report for information. Mr. Jones seconded the motion, and
it was unanimously approved.

4, Report on Pacific Southwest Railway Museum Operations

Diana Hyatt reviewed the Museum's first quarter report for 2009 (attached to the agenda item).

* Ms. Hyatt added that the Museum contracted with Allied Weed for weed removal. She clarified
that gas prices have negatively affected the Museum's passenger business (other than North
Pole trains).

Action Taken

Mr. Jablonski moved to receive the report for information. Mr. Jones seconded the motion, and
it was unanimously approved.

5. Report on the Desert Line

Armando Freire reviewed Carrizo's first quarter report for 2009 (attached to the agenda item).
Mr. Freire stated that Carrizo is following Osmose's report with regard to repairs. Mr. Freire
agreed that once repairs are completed, Carrizo will get in contact with Tim Allison, SD&IV. and
the Board to determine when the repairs would be inspected. Mr. Freire will send all completed
reports to the Board. He added that Carrizo has started a surveillance system using cameras
with Internet access.

Mr. Freire reported that there was a wildfire on the tracks and B0 ties were replaced. In regard
to the fire on the bridge at mile posl 118.6, Carrizo police areinvestigating it as arson. Carrizo
is waiting on the police report before continuing with the repairs. Mr. Allison reported that there
is extensive damage to helper bent 4a. The Board agreed that this bridge will need to be
reinspected.

Action Taken

Mr. Jablonski moved to receive the report for information. Mr. Jones seconded the motion, and
it was unanimously approved.
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SD&AE Railway Company Board Meeting April 21, 2009

6. Real Property Matters

a. Summary of SD&AE Documents Issued Since February 3, 2009
Tim Allison reported that since the February 3, 2009, SD&AE Railway Company Board

of Directors meeting, the documents as outlined in the agenda item have been
processed by staff.

Action Taken

Mr. Jablonski moved to receive the report for information. Mr. Jones seconded the
motion, and it was unanimously approved.

b. Sewer Easement at 54™ Street
Tim Allison reviewed the request for an easement to the City of San Diego for an
underground sewer pipeline crossing SD&AE right-of-way at 54™ Street south of Market
Street.
Action Taken
Mr. Jablonski moved to approve an easement to the City of San Diego for an

underground sewer pipeline crossing SD&AE right-of-way at 54" Street south of
Market Street. Mr. Jones seconded the motion, and it was unanimously approved.

c. License Agreement with SDG&E for Private Crossings and Underground Utility
Crossings

Mr. Allison reviewed a request from San Diego Gas and Electric (SDG&E) for a license
for private crossings over SD&AE tracks located south of L Street in Chula Vista on the
Coronado Branch.

Tiffany Lorenzen clarified that SD&AE would be indemnified. The Board had concerns
with terminating the old crossing and adding a new one. Mr. Allison responded that
the Board has the option to close the old crossing and only allow the new crossing.

He added that there would be a license fee, and the license would be terminable.

Mr. Jablonski stated that he would be supportive if the ‘compensation is acceptable.

Action Taken

Mr. Jablonski moved to approve issuing a license to San Diego Gas and Electric,
(SDG&E) for private crossings over SD&AE tracks located south of L Street in Chula
Vista on the Coronado Branch. Mr. Jones seconded the motion, and it was unanimously
approved.

d. License to the United State Fish and Wildlife Service for the Bayside Birding and
Walking Trail Project

Mr. Allison reviewed a request for a license to US Fish & Wildlife for construction of the
Bayside Birding and Walking Trail within SD&AE right-of-way in Imperial Beach. He
stated that this license would be similar to the Bayshore Bikeway license and would be

-3-
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SD&AE Railway Company Board Meeting April 21, 2009

terminable. Mr. Allison stated that the right-of-way is approximately 45 feet wide, and
the bikeway is about 12 feet wide. The new walking trail would be about five feet inside
of the right-of-way. Mr. Allison confirmed that the revenue has not been negotiated yet.
He added that SD&AE does not get any revenue from the Cities of San Diego and
Imperial Beach.

Action Taken

Mr. Jablonski moved to approve issuing a license to the United States Fish and Wildlife
Service, San Diego National Wildlife Refuge Complex (USFW) for the construction of the
Bayside Birding and Walking Trail within SD&AE right-of-way in the City of Imperial
Beach. Mr. Jones seconded the motion, and it was unanimously approved.

e. Motor Transport Museum Request for Spur Track

Mr. Allison reviewed a request by the Motor Transport Museum to install a spur track on
the Desert Line east of the Campo Depot. He stated that it used to be a Feldspar mill,
which is currently occupied as a museum for buses, delivery vehicles, etc. The Motor
Transport Museum is asking to reinstall a spur to the back of its facility to accommodate
passenger rail from the Museum's trains, and passengers could get off and go to the
Museum facilities. Mr. Allison stated thal a full deposit to cover expenses for
engineering, etc. would be required.

Public Speakers

1. Carl Calvert — Mr. Calvert explained that this spur was originally installed in 1926
and was taken out in the 1950s. He added that Wally Barber is a contractor who
would reinstall the spur, which would enable the Motor Transport Museum to
work with the Pacific Southwest Railway Museum and recreate historic rail cars.
Mr. Calvert fell that since the rail line is not currently in operation, it is an ideal
time to consider installing the spur.

Mr. Calvert responded to a question from Mr. Jablonski regarding the Motor
Transport Museum's intention lo run cars occasionally for tours. He added that
the Motor Transport Museum is currently open Wednesdays, Fridays, and
Saturdays. .

2. Richard Borstadt — Mr. Borstad! stated that in the mid-90s, this reques! was
approved by this Board. He also stated that adding the spur would the alleviate
traffic flow and simplify aclivities on the main line.

Ms. Hyatt clarified that the Pacific Southwest Railway Museum would collaborate with
the Motor Transport Museum in transporting passengers to the Stone Store and the
Motor Transport Museum. She asked to be included in the Motor Transport Museum's
plans. The bridge at mile post 66.7 was discussed, and Mr. Allison informed the Board
that the Simon Wong bridge inspection report commissioned by the Pacific Southwest
Railway Museum has not been submitted to MTS. He added that there are bent caps
and stringers that haven't been replaced yet.

Mr. Jablonski stated that he is supportive of adding the spur, but all repairs to the bridge
must be completed and inspected before transporting passengers. Mr. Jones added

-4-
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SD&AE Railway Company Board Meeting | April 21, 2009

that Carrizo, the Museum, and the Motor Transport Museum need to work together to
formulate a plan and list of responsibilities.

Mr. Allison clarified that the costs to add the spur would be covered by the industry (in
this case, the Motor Transport Museum). Mr. Freire stated concern regarding additional
costs to Carrizo on an installation that has no bearing to its operations. Mr. Allison
responded that no approvals would be considered without letters of support from the
Pacific Southwest Railway Museum and Carrizo.

Action Taken

Mr. Jones moved to direct staff to begin the process for the spur installation contingent
upon the following:

1. The Motor Transport Museum, Carrizo, and the Pacific Southwest Railway
Museum will meet to determine whether they have any issues with the
installation. !f there are any issues, the operators will contact Tim Allison within
the next two weeks, and a report will be brought to the Board at the next meeting;
and

2. if the three operalors are in agreement regarding the spur installation, they will
collaboratively send the Board a letter of support within the next two weeks.
Upon receipt of the letter of support, the SD&AE Board will notify the operators
whether the spur installation is approved, and, if so, the Motor Transport Museum
will bear all costs for the installation.

3. No trains will operate on the line until the bridge has been inspected to FRA
standards and the inspection has been provided to the SD&AE Board.

Mr. Jablonski seconded the motion, and it was unanimously approved. .

7. a. Status of SD&AE Main Line Track and San Ysidro Freight Yard Improvement Projects

Pete d'Ablaing, Senior Engineer with the San Diego Association of Governments
(SANDAG) and Project Manager, introduced Anthony Podegracz of Kimley-Horn.

Mr. d'Ablaing reviewed the SD&AE Main Line Track and San Ysidro Freight Yard
Improvement Projects (see attached PowerPoint).

In response to Mr. Jones' question regarding the lengthy time period to complete the
project, Mr. d'Ablaing explained that the project requires environmental and FRA
clearances and purchasing 12 parcels of right-of-way. John Haggerty, Design Principal
with SANDAG, added that he doesn't feel that project will take as long as projected. He
stated that the State of California is broke, and the Prop 1b money has not yet been
distributed. The lengthy time lines for the project were conservative so as not to
jeopardize the funding under the “use it or lose it" deadlines.

Mr. Haggerty explained to the Board that although the funds for the San Ysidro Yard
have been sitting for about 12 years, there was never enough money to get the project
going. He stated that the Yard Project is in the preliminary engineering stage and will be
completed by July. The Yard Project has significant drainage, silt, water quality, and
right-of-way acquisition issues.
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10.

SANDAG staff agreed to include Don Seil in all of the project meetings and keep him
updated on all information.

Action Taken

Mr. Jones moved to receive the report for information. Mr. Jablonski seconded the
motion, and it was unanimously approved.

b. F Street Diamond, Track, and Signal Elements

John Haggerty reviewed the F Street Diamond Project (see the attached PowerPoint).
Mr. Haggerty reported that project team is working to implement improvements to the
South Line to bring low-floor vehicles from Imperial Avenue to San Ysidro as one
corridor. He stated that due to funding, the project team must be careful implementing
projects. The preliminary design work has begun. Interlock crossovers would be added
on the line. Mr. Haggerty stated that SANDAG is requesting SD&AE Board approval of
the removal of the F Street diamonds. He added that the F Street diamonds increase
the costs and complexity of the corridor project. Further engineering would be
conducted, and the project team would report back with a recommendation on costs and
implications.

Wayne Terry stated that MTS maintains the diamonds, and the diamonds are tough on
the trolleys. He added that no freight has been going over the tracks for years, and he
would like to the see the diamonds removed as there is no use for them.

In response to public concern expressed by Dick Pennick and Richard Borstardt
regarding eliminating the final connection to the Coronado Branch line, Mr. Jones stated
that the cost to maintain a diamond and the circuitry is excessive, and he understands
the preservation concerns but stated that the Board has to do what is reasonable and
prudent. Diana Hyatt requested to be on record as opposing SANDAG's request as she
is in support of preserving the historic corridor. '

Action Taken

Mr. Jones moved to approve the removal of the F Street diamond. Mr. Jablonski
seconded the motion, and it was unanimously approved.

Old Business o

None.

New Business

None.

Public Comments

None.
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SD&AE Railway Company Board:Meeting ~ April:21; 2009

11.  Next Meeting Date
The riext meeting was changed from July 21 to July 28;2009, at 9:00 a.m.
12.  Adjournment

The meeting was adjourned at 10:25 a.m.

JGardetteo
MINUTES-SDAE 4-21-69.doc

Attachments: South.Line Freight Rail Ptejects PowerPoint (7a)
F Street Diamond PowerPoint (7b)

6¢c-9



SUBJECT:

Agenda ltem No. 4

San Diego and Arizona Eastern (SD&AE)
Railway Company
Board of Directors Meeting

January 15, 2013

DONATION OF UNUSED RAIL CARS TO THE PACIFIC SOUTHWEST RAILWAY
MUSEUM AND THE BAJA CALIFORNIA RAILWAY FOUNDATION OR AFFILIATED
NONPROFIT ORGANIZATIONS (KAREN LANDERS)

RECOMMENDATION:

DISCUSSION:

That the SD&AE Board of Directors authorize the SD&AE President to take any action
necessary to donate the unused rail cars with historical value to the Pacific Southwest
Railway Museum (Box Cars “SDAE 1084" and “SP 116033") and the Baja California
Railway Foundation (Tank Car 1025) or affiliated nonprofit organizations.

Budget Impact

None. The rail cars in question are not maintained in the SD&AE inventory and are not
actively used for SD&AE business. Costs to move the rail cars exceed their value on the
market or for scrap purposes.

Historic Box Cars

In or about 1979, MTS obtained two box cars (see photos in Attachment A) as part of the
purchase of the SD&AE from the Southern Pacific by MTS in 1979. These cars
(estimated circa 1930s) were aiready obsolete for freight service at the time of the
purchase. The cars were assigned to the Maintenance-of-Way Department. In
approximately 1988, the cars were given to San Diego Trolley Inc. (SDTI) for the storage
of track materials. At that time, the box cars were delivered to a spur within the SDTI
yard where they remain parked today. Due to their deteriorated condition, the cars are
not safe to be moved over the MTS rail system without extensive work on the wheel
bearings and air brakes. The approximate weight of each car—including trucks and
wheels—is 45,000 pounds. The estimated scrap value for each car is $7,300.00.

MTS and SD&AE have received inquiries requesting a donation of the box cars to the
Pacific Southwest Railway Museum (Museum) in Campo. The Museum has agreed to
pay all costs to transport the box cars from the MTS yard to the Museum.



MTS, SDTI, and SD&AE have no use for the box cars. SDTI needs the spur track that
the box cars sit on and has requested that the box cars be donated to the Museum.
Given the historic nature of the box cars and the Museum’s agreement to cover the costs
of removing the cars, it is staff's opinion that the public interest supports donating the box
cars to the Museum where they will be restored and available for public viewing (rather
than selling the cars for scrap). Scrapping would destroy historic rail cars and provide
only a minimal financial return to MTS and SD&AE.

1916 Tank Car #1025

MTS and SD&AE have also received inquiries from the Baja California Railway
Foundation (BCRF) in Tijuana requesting the donation of a tank car that has been
abandoned on the railway in Baja California for at least 20 years (see BCRF presentation
- Attachment B). Research performed by BCRF shows that this maintenance-of-way tank
car belongs to SD&AE and is located at Valle Redondo on the Tijuana-Tecate short line.
Built in 1916, the tank car was used to carry water for fire protection and for railroad
workers on the line from San Diego to El Centro. The tank car was retired by Southern
Pacific sometime in the 1950s and left in a RIP track at Redondo Station where the old
water tank was located. The tank car has been a target for vandalism and represents a
liability for accidents in the area. Over the years, it has received damage, such as a
stolen brake, missing air-brake system, old trucks, couplers, and graffiti. The car
contains SD&AE ownership marks. Presumably, it was acquired by MTS when it
purchased SD&AE from Southern Pacific in 1979.

MTS and SD&AE do not have a current inventory that lists this car. It appears that the
car may have been abandoned for the entire time that MTS has owned SD&AE. The
logistical issues with removing this car from its location in Mexico, and the fact that it has
no use or value to MTS or SD&AE's current operations, support a recommendation that
this tank car be donated to the BCRF museum in Baja California. The BCRF museum
will cover all costs to relocate the car and will restore the car for public viewing at
museum facilities.

MTS staff will need to conduct additional research on the proper method for transferring
ownership of the box cars and tank car to the two museums. By this action, the SD&AE
Board is requested to authorize the SD&AE President to take any action necessary to
donate the unused rail cars with historical value to the Pacific Southwest Railway
Museum and the Baja California Railway Foundation or affiliated nonprofit organizations.

Attachments: A. Historic Box Cars
B. Rail Car Request from BCRF
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OUR GOALS

» To preserve the history and legacy of Baja California and northwest Mexico
Railway heritage

» To promote cultural activities such as model railroading and related subjects
for it’s development

» To obtain a few key pieces of historic locomotives and railroad cars and .
restore some of them to operation so the public can see it as it was back in
it’s time.

» To keep all this rich history alive in a same place, our goal is to build the Baja
California Railway Museum in the City of Tijuana by building a replica of the
original Tijuana Depot lost in a fire a mile east of it’s original location next to
the Tijuana-Tecate short line.
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SD&AE MW 1025

» Maintenance of way tank car that belongs to the San Diego & Arizona Eastern Railway
located atValle Redondo on the Tijuana-Tecate short line.

> Built in 1916, this tank car was used to carry water for fire protection and for
railroad workers on the line from San Diego to El Centro.

» It was retired sometime in the 1950’s and left in a RIP track at Redondo station
where the old water tank was. It was always kept with water from a local pipe until
about twenty years ago when the State of Baja California built water pipes to ranches
where urban sprawl reached the area.




> It received a small pipe and caboose ladders to a deck of wood for
water access. '

» Tank car has been a target to vandalism and is a liability for accidents.

> It has received damage sucha as stolen brake, air brake system missing,
old trucks, couplers and graffitti.

» The Baja California State Institute of Culture has been notified and
ADMICARGA has stated that the owner has to make a decision.




REASONS TO ASK FOR DONATION...

TO THE BAJA CALIFORNIA RAILWAY FOUNDATION:

> It represents a liability to the San Diego & Arizona Eastern Railway
Company and the Metropolitan Transit System since FFBC is not aware of
any Liability or Deaccession of the specific car.

» The car has SD&AE Reporting marks, therefore if it has not been
deaccessed before, FFBC to the Board it should.

» The Pacific Southwest Railway Museum in Campo, CA where I'm also a

volunteer, has performed an excellent job in preserving equipment and the
owns sister cars SD&AE MW 1027 and SD&AE MW 1028.
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Agenda Item No. 8

San Diego and Arizona Eastern (SD&AE)
Railway Company
Board of Directors Meeting

January 15, 2013
SUBJECT:

EXTENSION OF PACIFIC SOUTHWEST RAILWAY MUSEUM OPERATING
AGREEMENT (KAREN LANDERS)

RECOMMENDATION:

Authorize the SD&AE President to: (1) negotiate with the Pacific Southwest Railway
Museum (PSRM) to extend its operating agreement for passenger excursion services on
a portion of the Desert Line and operation of a museum on the Campo Depot property;
and (2) execute such agreement consistent with the terms (stated below).

Budget Impact

The proposed agreement will continue the 2% of PSRM operating-revenue fee that is
currently in place. In FY 2012, PSRM-related revenues to SD&AE were $4,420
(rounded).

DISCUSSION:

In 1985, SD&AE entered into an “Agreement for Operation of Passenger Excursion
Services and for Custody and Control of a Portion of SD&AE Right-of-Way.” This
agreement allowed PSRM to operate passenger-excursion trains on a portion of the
Desert Line right-of-way and also to construct the Campo Depot museum area. The
agreement has been amended, extended, and restated over the years. The most recent
agreement is dated December 13, 2007, and expired on December 12, 2012.

Therefore, the PSRM agreement is currently in holdover status on a month-to-month
basis.

On December 20, 2012, MTS and SD&AE entered into an agreement with Pacific
Imperial Railroad, Inc. (PIR) to be the new, exclusive freight operator on the Desert Line
for a 50-year period (plus options). PIR plans to refurbish and repair the Desert Line and
resume active freight operations on the full length of the right-of-way.

PIR's plans to operate freight services may require some revisions to the PSRM
agreement responsibilities. Therefore, MTS staff is working with PIR and PSRM to
revise and extend the PSRM agreement. The new agreement will continue PSRM's
rights to operate passenger excursion trains along the designated mileposts (MP 59.94
to MP 74) and to occupy the Campo Depot property for the museum facilities. Currently,
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PSRM provides all necessary maintenance for the designated right-of-way. MTS staff
has requested that PSRM and PIR negotiate and agree to a plan for maintenance that
takes into account the new PIR agreement and PIR’s development plans. This
agreement will be incorporated into a new agreement between MTS, SD&AE, PIR, and
PSRM. The new term will be a minimum of 5 years with potential option periods. For
the first 5 years, fees will stay at 2% of operating revenues to be paid on a quarterly
basis.

Staff is requesting that the SD&AE Board authorize the SD&AE President to continue
these negotiations and to execute a new agreement with PSRM. If the final terms differ
materially from any of those described in this Agenda Item, it will be brought back to this
Board for approval before execution.
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