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MINUTES

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

April18,2017

A meeting of the Board of Directors of the San Diego & Arizona Eastern (SD&AE) Railway Company, a
Nevada corporation, was held at 1255lmperial Avenue, Suite 1000, San Diego, California g2101, on
April 18, 2017, at 9:00 a.m.

The following persons, constituting the Board of Directors, were present: Paul Jablonski,
Matt Domen, and Jared Gooch. Also in attendance were members from:

San Diego Metropolitan Transit System: Tim Allison, Karen Landers, Wayne Terry,
Shiela Dilayre

Pacific Southwest Railway Museum: Dave Tomeraasen, Diana Hyatt, James Caestecker
Pacific lmperial Railroad, lnc.: Victor Constantino
SD Freight/Burlington No. Santa Fe: John Hoegemeier
Mintz Levin: Antony Nash

1. Approval of Minutes

Mr. Domen moved to approve the Minutes of the January 17,2017, SD&AE Railway Board of
Directors meeting. Mr. Jablonski seconded the motion, and it was unanimously approved.

Ms. Landers noted that the agenda format has been revised going fonrvard akin to the MTS
Board agenda wherein items for review do not require a "motion to receive" but instead are
informational items.

2. Statement of Railwav Finances

Shiela Dilayre (sitting in for Erin Dunn) reviewed the Statement of Railway Finances for the
period ending February 28,2017 (attached to the agenda item).

Action Taken

lnformational item only. No action taken.

3.

Matt Domen reviewed the SD&IV Periodic Report for activities for the first quarter of 2017
(attached to the agenda item). Mr. Jablonski commended SD&IV on coming up on its 20th year
of injury-free reporting to the FRA.

Action Taken

lnformational item only. No action taken.
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4. Report on Pacific Southwest Railwav Museum Operations

Diana Hyatt introduced Dave Tomeraasen, Pacific Southwest Railway Museum (PSRM) Board
Treasurer. Ms. Hyatt reviewed PSRM's 1't quarter report (attached to the agenda item).

Mr. Jablonski stated that he has been getting e-mails from an organization that is conducting an
on-line petition for the Carrizo Gorge Scenic Railroad. This group is petitioning MTS Board
Chair Harry Mathis to allow train service through the Carrizo Gorge. Ms. Landers noted for the
record that MTS has no association with this organization-no requests have ever been
approved, and it has no rights through this area. Mr. Jablonski added that the petition is being
generated through Change.Org, and five people have signed the petition. Mr. Jablonski
fonruarded the e-mailto Diana Hyatt so that she can follow up with the organization.

Action Taken

lnformational item only. No action taken.

5. Report on the Desert Line

a. Report on the Desert Line

Karen Landers gave an update on the status of Desert Line activities. She stated that
last Thursday, the MTS Board of Directors formally consented to an assignment of the
Pacific lmperial Railroad (PlR) Desert Line lease to lnternationalTransportation
Associates (lTA), which is an entity created by Baja Rail. The bankruptcy court has
been overseeing the sale of PIR's assets-one of which is its interest in the Desert Line
lease. This is essentially the master lease and the obligations and rights for the last ten
miles; PIR previously subleased the first 60 miles to Baja Rail. The MTS Board and all
parties have signed a consent approval. Ms. Landers stated that it is her understanding
that yesterday was the last day for anyone to object with the bankruptcy court.
Ms. Landers is waiting for formal confirmation from PIR and Baja Railthat the
transaction has closed.

Victor Constantino with PIR stated that he will forward the final determination from the
judge to Ms. Landers.

Ms. Landers clarified that for all intents and purposes, Baja Rail and/or its entity ITA is
now in control of the PIR lease. The transfer of any other PIR assets is pending the
court's final determination. Ms. Landers stated that MTS will be working with Baja Rail
to negotiate an amended and restated lease agreement. Currently, there is a sublease
and master lease, which will be merged into one agreement directly with Baja Rail. The
time lines will also be addressed in the new lease. The current time line for the entire
line to be completed is by December 2018. Given the current delays of the bankruptcy
and other issues, that time line is no longer realistic. The new lease and time lines will
go to the MTS Board of Directors for approval possibly at the May 2017 meeting or no
later than the June 2017 meeting.

Ms. Landers reported that plans submitted by Baja Railwill be reviewed by MTS's
engineer, Dan Davis. MTS has given Mr, Davis a list of specific information needed. At
this point, the goal is to initially go bridge-by-bridge starting with Bridge 66 (ust east of
the Museum) first because that will open up all the way to Jacumba. All of the materials
that will be used must meet MTS's standards before installation. Ms. Landers noted that
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there has been a delay because she has requested that Baja Railget an environmental
attorney-issued opinion. Ms. Landers added that it is believed that the work on the
bridges includes repair and replacement and is accepted under CEQA, but she wants
Baja Railto have an independent CEQA attorney provide that opinion.

Ms. Landers stated that Baja Rail is eager to get started, and MTS is trying to
accommodate the work as soon as possible. She added that there are other things that
are needed that can be worked on concurrently. Ms. Landers reported that things are
moving along, and Baja Rail has made a significant investment-especially by
purchasing the asset out of the bankruptcy. She expects that Baja Rail will move
diligently to get to the point of operations.

Action Taken

lnformational item only. No action taken.

b.
Desert Line

Ms. Landers stated that MTS has authorized Baja Railto go out and clean up at
Jacumba Depot area. Additionally, train cars and equipment have been there since
2012when a lease was formally issued to PlR, and there are no good records of who
put them there or when. Ms. Landers stated that for efficient freight operations to begin,
any unnecessary items need to be removed. There are no records of lease or storage
agreements for this equipment, so they've been stored without MTS's express consent
and without paying any storage fees. Ms. Landers explained that it is necessary to give
notice to people who may claim an ownership interest. She added that Ms. Hyatt and
others from the Museum provided a list (see attachment to the agenda item) last year of
some of the items that they were aware of that are on the line.

Ms. Landers asked that the Board be aware and authorize staff to go through a process
to send out a notice to anyone who would relay that they would like to be notified, such
as the people who are associated with Carrizo Gorge Railway. She added that they
would have 30 days to submit a claim with proof of ownership and a plan to remove the
rolling stock by June 1. There is a caveat because some of the items are further out on
the rail; due to the embargo on the line, no one should go out and traverse the rails to
get their items. Before anyone removes any items from the property, they need to have
MTS's consent and agreement. For items on the line that cannot be moved by truck, a
plan will have be devised to allow removal by the owner once the rail is accessible and
the items can be removed expeditiously.

Ms. Hyatt noted a correction to Attachment A. The two SD&AE box cars are only at
Campo House Track (they are listed as being at Jacumba as well).

Mr. Nash stated that he represents Gary Sweetwood who will claim some of the
equipment listed-specifically the locomotives. Mr. Nash provided his business
card and asked to be sent a notice regarding the process that Ms. Landers
mentioned previously. He also asked to interface to understand exactly what
SD&AE will be requiring in terms of evidence of ownership and a plan to remove
equipment as his client believes that he owns many of the pieces of equipment.
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Ms. Landers reiterated that it will be a formal process that will follow rules related to
abandoned property, but it is also "come as you go." She stated that submittal of a claim
of ownership will be required and information related to the claim, lf no one else makes
a claim for the same property by the deadline and there is no dispute as to ownership
during that period, then plans could be made for removal. She added that if someone
else did make a claim to the same property, a resolution would have to be determined.
The end goal is to identify any property claimed by a third party and how to remove it. lf
no one makes an ownership claim, then the property in question could be owned by
SD&AE (but it is not assumed). SD&AE would be authorized to decide what to do with
the property. Ms. Landers clarified for Mr. Nash that May 1 8,2017, is the deadline to
make a claim.

Ms. Landers clarified the process of identifying potential third parties who may own
property. She stated that she is open to any suggestions. She reached out to former
parties of Mr. Sweetwood. Discussion ensued, and it was decided that Mr. Gooch
would make contact with Union Pacific (UP) and Ms. Landers would make contact with
Ed Kravitz to notify them regarding identifying potential third parties who may own
property. Ms. Hyatt suggested putting a publication in one of the industry magazines.
Ms. Landers will send a notice to the Secretary of State Web site as the registered agent
for service for Carrizo Gorge Railway Company. She added that Mr. Sweetwood may
also have suggestions as to whom to contact. lt was noted that there are three
locomotives owned by PIR that are not on the list.

Ms. Landers agreed with Mr. Domen that as to the June 1 removal deadline, the assets
that can be trucked off of the line will be done so expeditiously. She added that the
deadline date may be flexible within reason. She clarified that MTS does have a right to
assess storage fees; however, Ms. Landers is proposing that if a third party can prove
ownership and make a plan to remove assets as soon as possible, then storage fees
could be waived. Ms. Landers added that if someone made a claim of ownership after
the asset was auctioned off, then all storage fees and the cost of auction would be
recovered before turning over any proceeds.

Mr. Jablonski stated that storage fees could be attached but could be waived if deemed
acceptable to SD&AE upon disposition of the assets.

Mr. Domen stated that some of the locomotives on the line have been leaking. He
questioned whether SD&AE would have to cover the cost of any clean-up. Ms. Landers
responded that currently any clean-up that is necessary is covered under the lease with
Baja Rail. She stated that an assessment of the clean-up should be made. Ms. Landers
and MTS staff will be going on a site visit to Campo and Jacumba on Friday. She
extended an invitation to anyone who would like to accompany staff on this visit,

Action Taken

Mr. Domen moved to approve authorizing staff to take all necessary and appropriate
steps to identify and remove abandoned property on the Desert Line. Mr. Jablonski
seconded the motion, and it was unanimously approved.
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6. Real Propertv Matters

a. Summarv of SD&AE Documents lssued Since Januarv 17. 2017

Tim Allison noted that since the January 17,2017 , SD&AE Railway Company Board of
Directors meeting, the documents described below have been processed by staff.

5200-16-643: Right of Entry Permit to the Earth Mechanics, lnc. to perform
geotechnical studies for the Bayshore Bikeway Segment 88 in Chula Vista.

32O0-17-644: Right of Entry Permit to San Diego Charter Co. for running shuttle
service from the Spring Street Trolley Station.

5200-17-645: Right of Entry Permit to Park N Play for running shuttle service
from the Spring Street Trolley Station.

5200-17-654: Right of Entry Permit to SC Valley Engineering, lnc. to perform
storm drainage repair in the City of El Cajon.

3200-17-655: Right of Entry Permit to Vailston Company, lnc. for sidewalk repair
in the City of San Diego along the Orange Line in the Encanto neighborhood.

Action Taken

lnformational item only. No action taken.

b. Easement for Street lmprovements for the Citv of La Mesa

Tim Allison gave a PowerPoint presentation. He explained the City of La Mesa's
improvements along Spring Street south of lnterstate 8 in La Mesa. He showed
easements that are thought to have been historically granted to public agencies that had
control over the area. He pointed out the areas that are covered under existing
easements. He explained that instead of trying to find the historical documents, it was
decided that it would be easier to grant an easement to cover the sidewalk and retaining-
wall improvements requested by the City of La Mesa. Mr. Allison showed the area that
would be covered by a new easement. He stated that today's action would be to
approve an easement for the areas that should have already been covered by
easements but that staff was unable to locate.

Board members discussed concerns regarding major safety issues associated with
adding a sidewalk at grade next to a busy freeway off-ramp, which would also allow
pedestrians to cross railroad tracks without having any railroad crossing gates or
signage upgrades approved by the California Public Utilities Commission (CPUC).
Board members agreed that those safety measures would have to be incorporated
before they would approve any easements in this location. Wayne Terry added that he
relayed that message a recent meeting with City of La Mesa staff. He stated that the
City of La Mesa and the CPUC were interested in incorporating a pedestrian crossing at
grade adjacent to the original crossing and add a pedestrian gate as well as a push gate
as an improvement to the original crossing. Mr. Terry's advice to the CPUC was to
submit a formal General Order 88-B application for a new crossing but the CPUC
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representative indicated that the Commission would not approve it. Discussion followed
regarding current pedestrian access and signage.

Action Taken

Mr. Domen moved to approve issuing an easement to the City of La Mesa for sidewalk
and retaining-wall improvements along Spring Street contingent upon the MTS CEO's
satisfaction regarding the resolution of all necessary safety enhancements/
improvements related to pedestrian crossings. Mr. Jablonski seconded the motion, and
it was unanimously approved.

c. Licenses for Aerial Fiber East of Campo

Tim Allison reviewed AT&T's request for licenses for aerial fiber-crossing within the
SD&AE right-of-way east of Campo. He added that the poles exist and the plan is to
overlap new fiber to the existing lines because the capacity is running low. Mr. Allison
stated that the action would grant an amended/restated license for aerial telephone and
fiber lines.

Action Taken

Mr. Domen moved to approve licenses for aerialfiber-crossing within the SD&AE right-
of-way east of Campo. Mr. Jablonski seconded the motion, and it was unanimously
approved.

d. Campo lndian Band Renewable Enerov Proiect

Mr. Allison presented this item for direction from the Board regarding a proposal by
Archer Cleantech, lnc. (Archer) and the Campo Band of Mission lndians (Campo) for a
renewal-energy project on Campo lands, which would require routing a private
transmission line through existing Desert Line right-of-way. Mr. Allison introduced
Paul Blaha with Archer and Marcus Cuero with the Campo Tribal Council. Mr. Allison
stated that the SD&AE Board was presented a few years ago with a similar request from
a company called Soitec; however, that project was never completed. He stated that
this current project has a lot of momentum and would include wind and solar energy.
Mr. Allison added that the parties wanted to find out if SD&AE was amenable to such a
project before putting forth a lot of money. Mr. Blaha defined the areas noted on the
attachment to the agenda item. Mr. Allison discussed the areas on the attachment
where Baja Rail may potentially operate, which would require that there be certain
agreements in place in regard to engineering and any necessary regulatory actions. He
added that statf wants to have the ability to negotiate with Archer through the regulatory
process.

Discussion followed regarding the location of the proposed aerial lines and potential
issues in relation to the proximity of the railroad. Mr. Blaha discussed next steps, which
include applying to join a CAL ISO Study by April 30 that-if approved-would give
Archer permission to study the project further and work through engineering scenarios.

Mr. Jablonski stated that he does not have any problem with further studies, but he has
concern with a one-sided study; he would want to know if there were any downsides that
may not be recognized. Mr. Allison responded that could be part of the action, and
Dan Davis could be brought in to conduct a study (that Archer would need to fund).
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Mr. Blaha confirmed for Ms, Landers that the CAL ISO Study is a requirement for the
connectivity, which would be basically at or near the right-of-way. The connectivity is not
a physical connection, but it is something that needs to be studied. He also clarified that
Archer has already confirmed the feasibility of the project to be the best solution and is
satisfied with the economic potential.

Ms. Landers stated that we would need to scope out the questions that we have from a
railroad standpoint regarding studies and funding. Mr. Jablonski added that an
agreement would be necessary before proceeding. Mr. Allison stated that the value
would need to be determined as well during negotiations. Mr. Blaha acknowledged a
request from Mr. Jablonski to look into the economics of using conduit. Mr. Jablonski
reiterated the need to understand any of the downsides to the project. Ms. Landers
added that consideration must also be given to any future double-tracking and the fact
that there would need to be enough room in the right-of-way to operate.

Action Taken

lnformational item only. No action taken.

7. Board Member Communications

Ms. Landers confirmed for Board members that Baja Rail will attend future meetings and give
quarterly reports.

8. Public Comments

There were no additional public comments.

9. Next Meetino Date

The next meeting of the SD&AE Railway Company Board of Directors is on July 1 1, 2017.

10. Adiournment

The meeting was adjourned at 10:05 a.m.

2017 -4-18 SDAE Minutes.doc

General Counsel
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San Diego and Arizona Eastern (SD&AE)
Railway Company

Board of Directors Meeting

July 1 1,2017

SUBJECT:

STATEMENT OF RAILWAY FINANCES

RECOMMENDATION:

That the SD&AE Railway Company Board of Directors receive a financial report for the
period ending May 31 ,2017.

Budqet lmpact

None.

DISCUSSION:

Attached are SD&AE's financial results for the period ending May 31 ,2017.

As of May 31 ,2017, fiscal year-to-date revenues are $992,000 favorable to budget
primarily due to the Desert Line Lease revenue not included in the budget.

Fiscal year-to-date expenses are $10,000 favorable to budget due to favorable variances
in Personnel Costs and Outside Services, which is partially otfset by $2t,000 in past-due
property taxes.

The Net lncome for the period ending May 31 ,2017, was $869,000.

Agenda ltem No. Z

Attachment: SD&AE Operating Statement for period ending May 31 ,2017
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SD&AE Operating Statement FY2O17 -16

Revenues
Right of Entry Permits
Lease lncome
Desert Line Lease
Revenue
Operator lncome - SD&IV 1%

Freight Fee
Misc. Revenue (Cure of Default -

DL lease assignment)

Total Revenue

Expenses
PersonnelCosts
Outside Services
Risk Management
Misc. Operating ExPenses

Total Expense

Net lncome/(Loss)

Reserve Balance JulY 1, 2016

Allocated lnterest Eamings - Estimated

Operating ProfiU(Loss) - YTD

Less Desert Line Lease Revenue

Reserve Batance as of MaY 31,2017

290,518 303,398 563 1,110,081

Q1 Actual

$ 3,000
19,103

250,000

8,500

280,603

2,752
14,059
3,762
1.146

Q2 Actual

$ 12,999
19,019

250,000

8,500

Q3 Actual

$ 3,600
24,311

250,000

25,487

Q4 Actual
(Apr - May)

$ 3,225
14,471

166,667

6,200

45,000

YTD Actual YTD Budgel
(Jul- May) (Jul- MaY)

$ 22,824 $ 26,687
76,904 68,366

916,667

48,687 23,000

45,000

053

FY 2016
- Q4 Actual Variance

(Jul - May)

$ 7,4OO $
73,7U

916,667

28,903

Variance

$ (3,863)
8,538

916,667

25,687

45,000

21,278
59,836

99

15,424
3,120

19,784

45,000

4,347
1,830
4,1-77

6,959 5,744
39,826 79,708
3,744 2,195

- 71,000

19,802
135,424

13,877
72,146

41,080
195,260

13,976
1,146

1,026,7il 83,327

30,740 10,938
25,749 (109,675)
13,517 (360)

21.719

$ 258,884 $ 163 $252,869 $

1,000 693 (71,453)

354 50,529 158.647 241 249 251,462 10,213 70,699 (170,550)

76.916 $ 868 133 $1,002,241 _q e56p55_ _g_g_,223)

$ 1,581,452

9,167
868,832

(916,667)

$1,542,784

N
I

N)



July 1 1,2017

SUBJECT:

REPORT ON SAN DTEGO AND |MPER|AL VALLEY (SD&|V) RATLROAD OPERATIONS

RECOMMENDATION:

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

Budset lmpact

None.

DISCUSSION:

An oral report will be given during the meeting.

Agenda ltem No.

San Diego and Arizona Eastern (SD&AE)
Railway Company

Board of Directors Meeting

Attachment: Periodic Report for the 2nd Quarter of 2017

3
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SD&AE Board
C/O MTS
1255 Imperial Avenue, Suite 1000
San Diego, California 92101

çllçn¿tpt I Vygr¡lfid. Oo*qeray

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 2nd Quarter of 2017 are listed as follows:

Labor

At the end of June 30,2017 the San Diego & Imperial Railroad had 9 employees:

Periodic Report

June22,2017

1 General Manager

I Trainmaster

I Manager - Marketing & Sales

1 Office Manager

I Mechanical Manager

I Maintenance of V/ay Employee

3 Train Service Employees
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2. Marketing

Volume in the 2nd Quarter had a 39Yo decrease as compared to the same quarter
in2016. Bridge traffic into Mexico had a 57Yo decrease due to the loss of LPG
traffic to modal competition. Trafhc terminating or originating on the SDIY
was up 28o/o versus last year due to additional traffic handled at the San Ysidro
transload facility.

3. ReportablelnjuriesÆnvironmental

Days through year to date, June 30, 2017, there were no FRA Reportable injuries or
Environmental incidents on the SDIV Railroad.

Days FRA Reportable Injury Free: 7392

4. Summary of Freight

Total rail carloads that
moved by SDIY Rail
Service in the quarter.

Total ra¡lroad carloads
Term i nati ng/Ori gi nating
Mexico in the quarter.

Total railroad carloads
Term inati ng/Originating El
Cajon, San Diego, National
City, San Ysidro, California
in the quarter.

Total customers directly
served by SDIY in the
quarter

2017

Regional Truck trips that
SDIY Railroad Service
replaced in the quarter

981

549

Respectfully,

Matt Domen

General Manager

2016

432

1601

1263

10

2015

338

1030

2943

687

1'/,

343

4803

12

3090
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Agenda ltem No.

San Diego and Arizona Eastern (SD&AE)
Railway Company

Board of Directors Meeting

July 1 1,2017

SUBJECT:

REPORT ON PACIFIC SOUTHWEST RAILWAY MUSEUM

RECOMMENDATION:

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

Budqet lmpact

None.

DISCUSSION:

A report will be presented during the meeting.

Attachment: Not submitted in time for mail-out

4
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Pacific Southwest ßailway
La Mesa Depot 4095 llebo Drive La Mesa, C,t 91941

San Diego & Arizona Eastern Board of Directors
c/o Metropolitan Transit System
1255 lmperial Avenue, Suite 1000
San Diego, CA 9210L

Re: Second quarter 20L7

Dear SD&AE Board:

During the second quarter of 2OI7, utilizing allvolunteer crews, the Pacific Southwest Railway
Museum rln 86 Golden State passenger trains to the international border and return including
one school train midweek during May and 4 Valley Flyer passenger trains within the Campo
Valley carr,¡ing 2,315 passengers during 23 operating days. There were no FRA reportable
accidents or injuries during the second quarter, 2017. Ticket revenue from SD&AE property for
second quarter, 2077 was 527,675.73, our check for SSS:.St is enclosed.

Passenger ridership by comparison to the same quarter in previous years:

Museu¡n
019 485 7776

llond ouf

2,31-5 passengers during the
1-,185 passengers during the
2,L97 passengers during the
2,794 passengers during the
1,901 passengers during the
2,882 passengers during the
2,434 passengers during the
L,977 passengers during the

I am happv to report that ridership has increased during this quarter as well as for this year. The
weather d.rring March, April and May was relatrvely pleasant and our seasonalfavorite, Bunny
Trains operated over three operating days with 912 happy participants. PSRM transitioned to
its summer schedule following the Father's Day weekend and will operate trains on Saturdays
through October 1,2017. This summer we r¡rill operate a Golden State train every Saturday,

second quarter of 2017
second quarter of 2016
second quarter of 20L5
second quarter of 2074
second quarter of 2013
second quarter of 201,2

second quarter of 2011.

secorrd quarter of 201-0
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departing rhe Campo Depot at 1L:00 am ancl Valley Flyer caboose trains within the Campo

Valley on Saturday afternoons.

PSRM continues to maintain both signalized railroad crossings within our right of way limits

performing the monthly and quarterly irrspections. PSRM also performs routine track

inspections between Mp 59.9 and 66.77, Our Road Master reports a total of I72 ties replaced

during the quarter and various work re-estlrblishing drainage parallelto the tracks in various

areas. on Thursday, June 29th Fred Byle of sD1'l brought their hi-rail truck to Campo for a visit by

an FRA bridge inspector, an FRA track inspector, a PUC bridge inspector and a PUC track

inspector The FRA track inspector took exception to two areas of track within the entire six

miles and issued a report which has been forwarded to MTS General Counsel; no citations are

recommended.

progress towards our birthday party caboose site has been the primary objective this past

quarter and work will continue until its completion. This project was partially funded by a San

Diego Cou,rty Enhancement Grant anrj irvrii he a f;,i'r't:astic'addition to ourfacilities. lt is located

east of the Campo Depot on the adjacerrt ûìu:;eurn patcel.

No special events are currently planner:l fcr l.he ihir:i quarter of this year but this time will be

utilized to prepare the equipment anci trror,tniJs f or tlr:l' lrr.tsiest quarter of the year from

October through December. Tickets will go on sale soon l'or these reserved trains and I would

like to extend an invitation to the members and staff of this board to join us for a train ride

along the historic San Diego & Arizona Railway antl expettence our progress. lncidentally, the

100th anniversary of the SD&A is app[o;,,, l'¡rtB: l\(r\.rr..r'rrIret 16, 2019.

Sincerely,

President

Hyal t



Agenda ltem No.

San Diego and Arizona Eastern (SD&AE)
Railway Company

Board of Directors Meeting

July 1 1, 2017

SUBJECT:

REPORT ON THE DESERT LINE

RECOMMENDATION:

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

Budoet lmpact

None.

DISCUSSION:

A report will be presented during the meeting.

5

Attachment: Not submitted in time for mail-out

5-1



From:
Sent:
To:
Cc:

Subject:

I just found the e-mail you referenced in my spam folder.

I was recently asked to come back on board to represent l.F.E. to see if we can recover the rail cars
referenced. My client was promised interchange when the cars were purchased. Since there was not a storage
fee being charged, he was content for some time to allow them to sit. Since then however, a need for their use
has materialized yet, my client has been unable to get interchange of the cars to a Class 1 railroad in the United
States. Why? Who is responsible?

lf the SD&AE is willing to make that rolling stock whole again and expedite interchange to San Ysidro or Yuma
we will drop this matter. Unless they can be interchanged or trucked to such an interchange location by the
railroad we willseek all remedies including the Surface Transportation Board and Federal Courts.

Please make the Board aware that our official notice began TODAY : July 7,2017

We would like to be advised as to who we need to contact these days to get my client's rail cars interchanged to
San Ysidro or Yuma? Who , what and when? Your policy and your contractors have prevented my client from
access to his property.

Ed Kravitz (of behalf of I.F.E. Leasing Inc.)
San Diego & Midwestern Railway Pa¡tners LLC
619-890-8894

Ed Kravitz <ekatsdrp@yahoo.com>
Tuesday, July L1, 2017 8:26 AM
Jan Gardetto
Philip Sheridan; Karen Landers; PaulJablonski; Matt Domen; mitch@psds.com;
Diana Hyatt; Tim Allison
Re: LAST MINUTE INFORMATTON FOR SDAE BOARD MEETING THIS MORNING

From: Jan Gardetto <Jan.Gardetto@sdmts.com>
To: "ekatsdrp@yahoo.com" <@t
Cc: Karen Landers <karen.landers(Osdmts.com>
Sent: Tuesday, July 11,2017 9:27 AM
Subject: FW: LAST MINUTE INFORMATION FOR SDAE BOARD MEETINc THIS MORNINc

Hi Ed:

I believe that Karen did try to contact you by way of e-mail (attached) to ekatsdrp@vahoo.com on 4125117. Maybe
it went into your Spam folder?

Jan

nanì,u/l



Ed Kravitz

c/o San Diego & Midwestern Railway Partners LLC

L1 Bender Drive

Park Forest, lL 60466

San Diego & Arizona Eastern Railway Company

STE 1OOO

L225 lmperial Avenue

San Diego, CA 92I0L-7490

July !0,2017

RE: ABANDONDED ROLLING STOCK ON DESERT LINE

While reading the Agenda and Minutes from the April

!8'2017 meeting of the SD&AE Board I saw that there is an

effort to remove rolling stock abandoned or land locked

on the desert line. ln mid-page of page 4 of the minutes



it states that Karen Landers was assigned to reach out to
me regarding railcars that I may have represented for the

owners previously.

For the record; 'As of 7 /I0/20L7 ,l have received no

communications whatsoever in this matter.

There are three railcars of which I have personal

knowledge. There is a wide cupola caboose which

originated at Erie Mining that I sold to Mitch Beauchamp.

That caboose was used by the Sweetwood version of
Carrizo Gorge Railway.

I also produced to the SD&AE some time âgo, two bills of
sale for two of the former Metra cars (#7774 & # 87281

out nea r Anza Borrego area. My client (l.F.E. Leasing) was

not in a hurry to obtain interchange of the cars but, he

never thought they would be land locked or obstructed

from interchange for ten years either? Vandalism and

time have reduced the condition of those railcars to
almost minimal value. Replacement value for similar rail

cars would be in the vicinity of 550,000+ in the current

ma rket.



I have attached the two bills of sale which I previously

presented SD&AE showing ownership by IFE leasing. The

deadline set by the board for claiming abandoned

property has passed without any contact from your Staff

Legal Council (as was directed by the Board of Directors)

according to the minutes. lt has been partially the fault of

the SD&AE that interchange of these railcars has been

prevented, causing my client financial harm.

lf you scrap these two railcar be advised; that my client

will likely seek the current the replacement costs from

the SD&AE Board. Because the SD&AE for whatever

reasons, could not or would not allow interchange those

railcars to San Ysidro or Yuma, it appears that your

railroad has interfered with lnterstate Commerce and

NAFTA.

Please remit a check for 5100,000 for the current

replacement costs of former Metra rail cars #'s7774 &

8728 on behalf of my client, l.F.E. Rail Car Leasing lnc.

Best Rega rds,

Ed Kravitz <ekotsdrp@yqhoo.com>



San Diego & Midwestern Railwoy Pørtners LLC
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San Diego and Arizona Eastern (SD&AE)
Railway Company

Board of Directors Meeting

July 1 1, 2017

SUBJECT:

PROPOSED REVIS|ONS TO MTS BOARD POLtCy NO. 12 (OWNERSHTP AND
oPERAT|ON OF THE SAN DTEGO AND ARTZONA EASTERN RA|LWAY) (KAREN
LANDERS)

RECOMMENDATION:

That the SD&AE Board of Directors approve the proposed revisions to MTS Policy No. 12
(Ownership and Operations of the San Diego and Arizona Eastern Railway) and fonryard
a recommendation to the MTS Board of Directors for final approval and adoption of the
policy.

Budqet lmpact

None.

DISCUSSION:

MTS staff is proposing updates to Board Policy No. 12, "Ownership and Operation of the
San Diego and Arizona Eastern Railway Company". The purpose of the modifications is
to update the policy to reflect the current freight operators and related business practices
in particular for the Desert Line.

Agenda ltem No. 0

Attachment: Proposed Revisions to Policy No. 12 (red-line version)
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1255 lmperial Avenue, Suite 1000
San Diego, CA 921 01 -7 490
619t23't-1466
F4X,619t234-3407

SUBJECT: Board Approval:
W

OWNERSHIP AND OPERATION OF THE SAN DIEGO AND ARIZONA EASTERN
RAILWAY COMPANY

PURPOSE:

To establish a method for handling matters relat¡ng to the management, operations,
administration, and property of the San Diego and Arizona Eastern (SÐ&AElRailway
Company,lþD&\E).

BACKGROUND:

+heln 112l9;!he San Diego Metropolitan Transit System (MTS) purchased SD&AE as a
means of assuring right-of-way for actual and proposed light rail transit (LRT) projects.

servtce {€
the SD&AE right-of-waYffi

does not directlv operate freiqht service. lnstead, through +te€sbsid+aryr€af,-Ðiege
lmperiarValley Railread Cempany' lne, (eelleetively referred te as "SÐ&lV"), MTS
alseleaseoroperatinq contractsW

1. Ownership and Control. SD&AE is a nonprofit public benefit corporation
registered in the State of Nevada. MTS is the sole e$rn€rmemÞg¡ of the SD&AE.
SD&AE is an exempt orqanization under lnternal Revenue Code section

resources for the benefit of SD&AE. The MTS Board of Directors has appointed
the MTS Chief Executive Officer as the President of SD&AE. Unless otherwise

Policies and Procedures

Melropolllan Transh Systøm

No. 12

c{ry 0l så 0iå90, cny 0t EåilÞo, ond üa corrnty or 99n oiego,

6-2
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Policies coverino MTS actions and authori\L

Freiq ht Op€re+ien€,Ca rrier Contracts.

a. Main Line (12th & lmperialto San Ysidrol. Oranqe Line, and Coronado
Branch: Through an "Agreement for the Operation of Freight Service and
Controlthrough Management," dated March 8, 1984, as amended.
SD&AE and MTS €en+ra€tedcontract with @
Vallev Railroad (SD&lU to operate freight service over the Sg¿nS¡¡an
Line. Oranqe Line and te manage the SD&Atr, RailTex, lne,, with the
sensent efJvlTSÉssigned its eerì{raet te SÐ&l\ACoronado Branch . The
Coronado Branch is not currentlv operational.

RailTex fer the eperatien ef freight serviee exeludes passenger eperatiens,
Where traekage is jeintly ueed b., passenger and freight eperatiens the

previsiens shall be made fer

etive freight serviee,"
b. Desert Line. Throuqh an aqreement dated December 21. 2012. as

(BJRR) to ooerate freiqht service and maintain the Desert Line.

c. Substitution of Freioht Contractors. From time to time. throuqh

line. the replacement contractor shall be considered a "Freioht
Contractor" under this Policv No. 12.

passenoer services on the SD&AE riqhtof-wav. MTS currentlv operates

aqreement so lonq as it is compliant with federal law.

Manasemenf€f+he-SD&AE Board of Directors. The Board of Directors of
SD&AE is composed oflhree members: a representative of MTS, to be selected
by MTS (currently the Chief Executive Officer or his designated representative)
and two representatives of

6-3



SD&AE Board of Directors is to advise and consult with MTS reoardinq proposed

authorize the SD&AE President to take certain actions. As the sole member /

POLICY:

1. Manaqement Relationships-Freiqht Operations. MTS has no immediate
involvement in the day-to-day management of freight operations by SÐeAÁ.jtg
Freight Contractors. All matters concerning freight shippers, the quality of freight
service, the maintenance of the freight right-of-way, freight operator labor and
freight management will be handled by SDgJVthe Freiqht Contra , and all
problems relating thereto will be referred thereto by MTS without action.

The foregoing notwithstanding, as a public agency, MTS may be subject to
criticism by the public for freight operations conducted over the SD&AE
right of-way. MTS can be expected to request certain actions or make certain
recommendations to SÐ&lVthe Freiqht Contra to preserve a positive quality
of freight service and community confidence in MTS and SÐe+Vthe_Frejqb!
Contractors. MTS will in such instances endeavor:

(a) to work w¡tn SÐ&lVEfgtght Contractofq;

(b) To identify SD&IV or E IBB as the action agent in all public
communications and actions; and

(c) only in extreme cases involving public safety or dereliction of service
responsibility seek direct action from the Boards of Directors of SD&AE
and/or MTS.

. As the
owner of SD&AE, MTS will have the final decision in all matters involving joint
operation and right-of-way. The Aesiresneeçls of SD&IV ae freight epereterthe
Freiqht Contractors and
trollev passenger epera+eroperal[ons will, at all times, be given full consideration.
Throuqh SD&AE, MTS may take actions affecting the operational status of the
joint passenger/freight corridors (actual or proposed) and the physical status of
all corridors enly with Subiect to the
SuenFrei0ht Contractor actions wittfngy include but not
be limited to:

3
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(a) The granting, changing, or canceling of easements and other rights
affecting the right-of-way.

Changes in scheduled freight operations, equipment, and maintenance
that might impact passenger operations, safety, and service.

The negotiation and agreement with local government entities and
agencies on matters concerning grade crossings, street improvements or
changes, bicycle paths, pedestrian access, and public safety.

The location, construction, and content of advertising structures.

The review of adjacent improvements (subdivisions, rezonings,
construction of industrial facilities and shopping centers, recreational
facilities, etc.) that might impact passenger operations directly or
indirectly through constraints imposed on passenger or freight
operations. @ shallwork with the MTS staff
in all matters where the SD&AE is the legal entity entering agreements,
granting rights, making concessions, reviewing proposals, or othen¡rise
interacting with the community.

(b)

(c)

(d)

(e)

3___-
Ðireeters and the SÐ&lV Beard ef Direetere fer reselutien within the
seepe anO aunerity l

dispu{e,
SD&AE Board Meetinqs.

(a) Part¡e¡patien en Co
management a direet líne ef eemmunieatien en all eignifieant metteFs
@

. enSD&AE Board meeting
scheduled on a quarterly basis' SD&IV management is required te At
each SD&AE Board meetino. the Freioht Contractors shall report items of
significance as they affect SD&AE. MTS
or the obliqations under the Freiqht Contractors' aqreements with MTS.

(c) Me*rthlv.Revie+a¡,Reports to SD&AE Board. MTS staff wi+land the_Fretgh!
Contractors shall confer with SD&IV staff on a regular basisrsueh

he following areas_of conce¡¡¡ and
report on such items at each SD&AE Board meetinq:

(1) Cash-flowproblems/financialstatus.

4
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(2) Requests for changes, additions, deletions of easements and
other rights affecting the righlof-way, and physical assets of the
SD&AE.

(3) Maintenance of way activities.

(4) Customer complaints.

(5) Schedule adherence/problems.

(6) Freight moved.

(7) Customers gained/lost.

(8) Capitalinvestmentactivities.

(9) Marketing efforts.

(10) Labor relations/employment level.

(11) Community relations-noise, crossings, accidents, repair
u pg rad i n g req uests, easements/property req uests.

(12) Results of Federal Railroad Administration (FRA)/Public Utilities
Code (PUC) lnspections.

(13) Other areas of concern.

(d) MTS er its representatives ehall have the unrestrieted r¡ght at all

PROCEDURES:

1.

reeeres et SBAnC an t<s,

ien*

Matters Related to Freioht Operations. All inquiries, requests, complaints, and
suggestions concerning freight operations received by MTS will routinely be
referred to SÐ&lVthe Freiqht Contra by MTS. SD&lvtrejqht Contractod.
management will, to the extent possible and subject to limitations of this policy
andthewritten@betweentheparties,resolvethematter
directly with the initiator without participation by MTS. MTS will not be or become
an ombudsman in freight matters. However, public safety or other public
considerations may indiee{e¡egire MTS involvement from time to time; for
example, as a mediator or communications conduit. The delicate balance
required is to show MTS acting responsibly and constructively while not
undermining the authority of SÐ&lVthe Freiqht Contra as the action agent.

-5-
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.Ail
inquiries, requests, complaints, suggestions, and actions to be taken with regard
to transit passenger operations and joint-track operations will be referred to
W
Processinq App+i€antsApplications Affectinq SD&AE or MTS Propertv. All
applications and requests relating to SD&AE or MTS property will be referred to
MTS staff for initial review, recommendation, and processing:

(a) All applications that seek rights to construct items such as utilities,
d rainage structu res, roadway improvements/widening, sig ns, or freig ht
leads will be reviewed by MTS staff.

(1) Allapplications that may affect @
Contractor operations will be referred in writing by MTS staff to

with replies in writing
requested by a specific date.

3.

(2) Applications viewed favorably by the applicable staffs shall be
referred to the Board of Directors of SD&AE for implementation
and final endorsement by the MTS Board of Directors or the
Board's

Where appropriate, generalcounselfor MTS and the MTS
insurance consultant will review proposed actions and comments
and/or make recommendations.

(3)

permits or revocable real property riqhts, the SDAE President
mav execute real oropertv permits and aqreements upon a
determination that the applicant's activity will not be detrimentalto
freight and/or transit operations and/or safety. All permits or
aqreements issued shall be reported at the next scheduled
SD&AE Board meetinq.

All final agreement documents between SD&AE and¡o+€Ð€Jv
menag€m€nt€Ðd applicants will be reviewed by MTS g€ner€l
@ before execution. Such agreements will
utilize standard forms and conditions where possible.

MTS staff will maintain a log of all applications. Staff will ensure
that prompt action is taken at each step so that applications may
be promptly processed.

MTS shall establish and charge applicants fees for such
processing, based upon the actual costs incurred, as determined
by the Direeter ef Engineering and Censtruetien, Sueh fees ehall

-6-
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(6)

(7)
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@ent fund and made available te SD&ÂE fe'sueh

MTS Board polícv
No. 50.

4. Ratification of SD&AE Actíons bv MTS Board. All reports and actions taken bv
the SD&AE Board shall be presented for ratification at the next scheduled MTS
Board meetínq.

POLICY.l2.OWNERSHIP OPERATION SDAE RAILWAY CO
7t1'.vg6

Original Policy adopted on 1114180.
Policy revised 2128183.
Policy revised 10118184.
Policy revised 6125192.
Policy revised/renumbered on 2112104.
Policv revised on 7/20117.
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Agenda ltem No. 7 a

San Diego and Arizona Eastern (SD&AE)
Railway Company

Board of Directors Meeting

July 1 1,2017

SUBJECT:

SUMMARY OF SD&AE DOCUMENTS ISSUED SINCE APRIL 18,2017

RECOMMENDATION:

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

Budoet lmpact

None.

DISCUSSION:

Since the April 18,2017, SD&AE Railway Company Board of Directors meeting, the
documents described below have been processed by staff.

ryRightofEntryPermittotheCityofLaMesaforitsFlagDay¡
Parade.

S?90-17-658: License agreement with Pacific Bell for aerial fiber crossings east
of Campo in San Diego County.

5200-17-660: Right of Entry Permit to West Coast General Co. for construction of
the North Avenue Crossing in the City of Lemon Grove.

s200-17-661 : Right of Entry Permit to Kunzik & sara construction, lnc. for
construction adjacent to the right-of-way south of Wagner on Marshall Avenue in
the City of El Cajon.

9209-1,4-9OZ Right of Entry Permit to the San Diego County Bicycle Coalition for
the 2017 Bike the Bay event.

5200-17-663: Right of Entry Permit to the Navy SW Morale Welfare & Rec for the
3o-iq-nnu-at Bay ùridge Run. 

v e I \vv r\
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