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Brief History



California Southern (AT&SF)

1880 - Work on transcontinental rail line from
National City begun.

1884 — Rains wash out track near Temecula
1885 — Railroad completed

1886 — Railroad begins to relocate major
facilities from National City to San Bernardino

1888 — Line completed from Los Angles to
Fallbrook Junction

1892 — Storms again wash out track near
Temecula, line abandoned in favor of Los
Angeles connection.







Construction of SD&AE

 Alternative freight routing for San Diego
« Civic pride
—John D. Spreckels

e Access for SP to San Diego
— E. H. Harriman



« 1907 September — Construction began
1919 November - Line completed



e 1932 October — Entire line purchased by SP

e 1932 — Floods, landslides and fires cause extensive
damage closing line for extended period of time



e 1930s — Great Depression leads to declining traffic base
e 1940s — Increase in carloads from war economy



 1960s — Regional traffic shifts to truck



1976 September - Hurricane Kathleen closes line, SP
files for abandonment

1978 — ICC Denies SP request for abandonment
1979 August - MTDB purchases SD&AE from SP
1979 November - KYLE named new freight operator



1980 January — Storms damage Desert Line and the
Tijuana-Tecate Line

1983 June - Desert Line closed due to fires on two
bridges

1983 - KYLE files for abandonment

1984 May — ICC denies Kyle request for abandonment



e 1984 August — SDIV (RailTex) becomes new freight
operator

e 1988 Collapse of Tunnels #8 and #16 keep line east of
Jacumba closed

* 1990 July — Insurance settlement on tunnel damage
allows SDIV to begin repairs to damaged tunnels



« 2002 May - CZRY named contract operator for Desert
Line

e 2004 December - First revenue carload moved after
Desert Line re-opened for service by CZRY



Desert Line Infrastructure

70 miles of single track (3 sidings)
— Capacity of well over 10,000 carloads per year
— Maximum speed 25 mph

49 Bridges
— Weight limitations

16 Tunnels
— Clearance limitations

No Yards
— Capacity limiting






Past Freight Trends



Historical SD&AE Carload Trends

e 1920 -8,173
e 1933 - 6,525
e 1944 — 27,045
e 1970 - 7,500
e 1981 - 12,000
e 1997 — 4,528

SD&AE becomes a primarily terminating railroad



Historical SD&AE Commodity
Trends

1920 — 35% Stone/Gravel, 10% Fruit
1933 - mixed

1944 — 30% military, 7% beverages
1970 — mixed

1981 — 20% grain/hay, 16% copper ore
1997 — 44% LPG (Mexico)



Changes In Traffic Base

Imperial Valley to San Diego (Decrease)
— Opening of |-8 diverted regional traffic to truck 1970s
San Diego-Chula Vista (Decrease)
— Loss packing houses & citrus (truck) 1960’s
— Loss of center city traffic (development) 1980s
El Cajon (Decrease)
— Loss packing houses & citrus (truck) 1960’s
— Loss of customer base on East Line (truck) 1980s
Port (Decrease)
— Loss of grain and copper concentrate markets 1980s
— Elimination of grain handling facilities 1990s
Mexico (Increase)

— Increase in customer base in Mexico (75% of SD&AE total
carloads in 2006) 1990s

— NAFTA



Shift In Intercity Freight Traffic



Merger Impacts of mid-1990s

« BN-ATSF Merger

— Provided ATSF direct access to PNW markets
markets via BN

— Reduced competition from BN-SP routing

« UP-SP Merger

— Merger conditions provided BNSF with |-5 corridor
routing for PNW markets, and better access to some
Houston chemical markets



Recent SD&AE Carload History
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Existing SD&AE Freight Traffic &
Operations



Existing Desert Line Operations

UP moves carloads from West Colton yard to El Centro
on M-WCEC.

UP moves cars to interchange track at Seeley using
local crew.

CZRY collects interchange at Seeley and delivers to
Campo.

CZRY moves cars from Campo across Tecate POE to
customers in Mexico



Operations — Freight (Routing)



Operations — Freight (Routing)



Existing Regional Carloads



San Diego Customer Locations



SD&AE Carloads by Commodity
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SD&AE Carloads by
Route/Destination
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Prospects for the Future



Short Line “Rules of Thumb”

e $500,000 minimum in fixed costs for a
short line operation

e 100 carloads per mile minimum
— 7,000 carloads per year for Desert Line

e $45,000 in revenue per mile
— $450 per car at 7,000 carloads



Impediments to Desert Line Traffic
Growth

Condition of Desert Line infrastructure

Lack of yard facilities

Window (Trolley) and border crossings (2) for Desert
Line traffic destined for San Diego.

Lack of loading/unloading facilities in Mexico
Condition of mainline track in Mexico

Lower rates for truck and BNSF/SDIV rall routings



Desert Line Track



Desert Line Bridges



Tijuana-Tecate Line Track



Mexico Traffic Opportunities

Bulk commodities (paper, lumber, grain)

— Greatest potential, higher density commodities more competitive
vs. truck (need additional facilities in Mexico)

LPG

— Growing population has increased demand, but seaborne LPG
shipments and natural gas pipeline remain a long term threat.

Automotive

— Low probability in near term due to track condition and operating
speeds in Mexico & on Desert Line. Truck competition

Intermodal

— Short haul intermodal (< 250 miles) is presently not competitive
due to high fixed costs from increased handling of
trucks/containers and low volumes to specific destinations.
Truck dray competition.



Public Funding Opportunity

e Other proposed State rail projects
— LA to Fullerton triple track: 100+
— Colton Crossing: 100+ trains/day
— San Diego to Fullerton: 40+ trains/day
— Tehachapis: 40+ trains/day
— Donner Pass: 30+ trains/day
— SD&AE Desert Line: 2 trains/day



Prognosis

Desert Line needs at least 7,000 carloads per year to be
viable

Entire existing SD&AE traffic base to Mexico (total BNSF
and UP) is about 6,000 carloads, not sufficient to make
line profitable

Lower rates and operating costs make alternative routing
via BNSF more competitive for many shipments

Predictions of 20,000 carloads per year with the
reopening of the Desert Line have not materialized

Pending a major incremental increase in carloads from
new shippers, the future of the line is problematic.



