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HOUSE BILL No. 5258

HOUSE BILL No. 5258

November 5, 2003, Introduced by Reps. Shackleton, Pastor, Newell, Casperson, Elkins and
Farhat and referred to the Committee on Regulatory Reform.

A bill to anmend 1976 PA 295, entitled
"State transportation preservation act of 1976,"
by amendi ng section 10 (MCL 474.60), as anmended by 1998 PA 235.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 10. (1) In weighing the varied interests of the
residents of this state, the departnent shall give consideration
to the individual interest of any person, public or private
corporation, local or regional transportation authority, |ocal
governnmental unit, private carrier, group of rail users, state
agency, other public or private entity, including a port
authority established under the Hertel -Law T. Stopczynski port
authority act, 1978 PA 639, MCL 120.101 to 120.130, or any
conmbi nation of these entities, expressing a desire to acquire or
| ease or secure an easenent for the use of a portion or all of

the real property owned by a railroad conmpany. The property

03599' 03 a MRM

8525 'ON 1119 4SNOH



© 00 N o o0~ W N P

N NN N N N NN R R PR R B B R B R
N~ o 00~ W N RPBP O © 0 N O 0O~ W N RB O

2
acquired by the departnent under this act nay be conveyed or
| eased to an entity or conbination of entities listed in this
subsection with appropriate rei nbursenent, as determ ned by the
depart ment.

(2) The department nmay begin divestiture or offer 10-year
| eases to the current operator of the properties described in
this subsection within 180 days after —theeffective dateof the
amendatory act that added this subsection July 3, 1998. The
departnent shall acconplish divestiture or create | eases, wthout
partitioning a segment or a portion of a segnent, in the
following order fromthe snallest segnent first to the | argest
segnent last, of the follow ng defined segnents of state-owned
rail property:

(a) Lenawee county system nmeans the rail |ines owned by the
state between Adrian and R ga, between G osvenor and River Raisin
and Lenawee Juncti on.

(b) Hillsdale county system nmeans the rail |ines owned by the
state between Litchfield and the Indiana state |ine and between

Jonesville and Quincy.

(c) Vassar area systemneans the rail |lines owed by the
state between MIIington and Miunger, between Vassar and Col li ng,
and at Denmark Juncti on.

(d) Ann Arbor and Northwest M chigan system neans the rai
I ines owned by the state between Durand and Ann Arbor, between
Owosso and Thonpsonville, between Cadillac and Petoskey, between
Wal t on Junction and Traverse Cty, between G awn and

W liansburg, and between Owmsso and St. Charl es.
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(3) The specific ternms of a sale will be as determ ned by the
departnent except for the follow ng required conditions:

(a) Each purchase agreenent shall require that the purchase
price shall be not less than the net |iquidation value of the
rail line or lines.

(b) Each purchase agreenent shall require that the purchaser
provide at a m ninumthe average | evel of service adjusted for
traffic levels for 3 years after the date of sal e unless
ot herwi se nutual |y agreed upon between the purchaser and shi ppers
that existed on that line on the effective date of the anmendatory
act that added this subsection, and that rates on the segnent
purchased fromthe state will not increase nore than the average
percentage increase in the Detroit consunmer price index for the
12-nonth period each year for the base rate in effect on
January 1, 1996 for 3 years after the date of sale.

(c) Trackage in the segnents sold by the state shall be
mai ntai ned at not | ess than the federal railway adm nistration
class of track standards for each segnent as of January 1, 1998.

(d) I'n the case of the sale of the segnent described in
subsection (2)(d), the purchaser shall be required to charge
reasonabl e freight rates for that section between Durand and Ann
Arbor and honor all existing freight rate agreenents and trackage
rights for 3 years after the date of sale.

(e) Any existing | ease or agreenment for operation of a
segnent in effect on —theeffective date of thisact— Novenber
15, 1976 shall be extended at the sane terns and conditions until

a sale or lease is executed.
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(4) If there are no acceptable offers to purchase, the
property shall be offered for a |l ease of not |ess than 10 years,

by the departnent to the follow ng parties in descendi ng order:

(a) Current operator.

(b) Current shippers on that segnent.

(c) CGovernmental entities.

(d) Other railroad conpani es.

(5) If the purchaser or lessee fails to conply with the
conditions of sale or |ease, the property shall revert back to
t he departnent and shall then be offered for sale or |ease to the
following parties in descendi ng order:

(a) Current shippers on that segnent.

(b) CGovernmental entities.

(c) Oher railroad conpani es.

(6) Before the execution of a purchase agreenent, the
potential purchaser shall submt to the departnent its nost
recent financial statenent and a proposed operation plan
including tributary lines and including known potential sublease
agreements. As used in this subsection, "tributary |lines" means
spur rail lines that only intersect with a rail |ine owed by the
stale on —the effective date of the 1998 anendments Lo this
seetion— July 3, 1998.

(7) If during the first 10 years after purchase the purchaser
abandons service and sells the segnent or any portion of the
segnent that does not involve main line track, or any rails,
ties, or ballast, excluding normal sal vage, 95% of the proceeds

fromthe sale shall be returned to the state as additi onal
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purchase price. A segment or a portion of a segnent may be sold
with the approval of the departnent.

(8) A party aggrieved by the performance or failure to
performunder the terns of a purchase agreenent may bring an
action in the circuit court where the party resides or where the
property is |located for appropriate relief.

(9) The specific terms of a |lease will be as determ ned by
t he departnment except for the follow ng required conditions:

(a) Each | ease agreenent shall require that the | essee
provide at a m ninumthe average | evel of service adjusted for
traffic levels for 3 years after the date of the | ease agreenent
unl ess otherw se nutual ly agreed upon between the | essee and
shi ppers that existed on that |ine on —theeffectivedateof the
arendatory—act—that addedthis—subseetion— July 3, 1998, and that
rates on that segnent |eased fromthe state will not increase
nore than the average percentage increase in the Detroit consuner
price index for the 12-nonth period each year for the base rate
in effect on January 1, 1996 for 3 years after the date of the
| ease.

(b) Not less than 50% of trackage rights revenues shall be
reinvested in eligible expenditures. As used in this
subdi vision, "eligible expenditures"” includes the material and
di rect expenses required for the installation of railroad ties,
track, ballast, crossing inprovenents, ditch and drai nage repair
or inprovenments, brush trimmng, and the expenses required to
conduct track and signal inspections as specified in federal

regul ati ons.
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(c) Trackage in the segnents | eased by the state shall be
mai ntai ned at not | ess than the federal railway adm nistration
class of track standards for each segnent as of January 1, 1998.

(d) I'n the case of a | ease of the segnment described in
subsection (2)(d), the | essee shall be required to charge
reasonabl e freight rates for that section between Durand and Ann
Arbor and honor all existing freight rate agreenents and trackage
rights for 3 years after the date of sale.

(10) A party aggrieved by the performance or failure to
performunder the terns of a | ease agreenent nmay bring an action
inthe circuit court where the party resides or where the
property is |located for appropriate relief.

(11) Upon acquisition of a right-of-way, the departnent may
preserve the right-of-way for future use as a railroad |line and,
if preserving it for that use, shall not permt any action which
woul d render it unsuitable for future rail use. However, if the
departnment determnes a right-of-way or other property acquired
under this act is no |onger necessary for railroad transportation
pur poses, the departnment nmay preserve and utilize the
right-of-way for other transportation purposes or nay di spose of
the right-of-way or other property acquired under this act for
t he purposes described in section 6, or may di spose of or |ease
the right-of-way or other property for other purposes, as
appropriate. However, the departnent shall not dispose of or
| ease a right-of-way without first offering to transfer the
right-of-way to the department of natural resources. If the

departnment of natural resources desires to | ease or purchase the
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right-of-way, the departnment of natural resources nust indicate
their desire within 60 days and accept the offered transfer
wWithin 1 year after the offer is nade. |If the departnent of
natural resources does not indicate their desires within 60 days,
t he departnent may di spose of or |ease the right-of-way as
ot herwi se provided for in this act. |If the departnent of natura
resources does not accept the offered transfer within 1 year
after indicating their desire to | ease or purchase the
ri ght-of-way, the departnment nmay di spose of or |ease the
right-of-way as otherw se provided for in this act. Wen
appropriate, a right-of-way or other property shall be
transferred or leased to a public or private entity with
appropriate rei nbursenment, as determ ned by the departnent.

(12) In preserving a right-of-way for future rail use, the
departnment may do 1 or nore of the follow ng:

(a) Develop the right-of-way for use as a conmuter trai
where the use is feasible and needed or |lease the right-of-way to
a county, city, village, or township expressing a desire to
develop the right-of-way as a conmuter trail. The |ease shall be
for an indefinite period of tine, cancel abl e by the depart nment
only if the right-of-way is needed for rail usage. The trails,
unl ess | eased to a county, city, village, or township, shal
remai n under the jurisdiction of the departnent.

(b) Transfer, for appropriate reinbursenment, the right-of-way
to the departnment of natural resources for use as a M chigan
trailway pursuant to part 721 of the natural resources and

envi ronnental protection act, 1994 PA 451, MCL 324.72101 to
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—324+42112— 324.72113, if the deed includes restrictions on the
use of the property that assure that the property renmains viable
for future rail usage, and includes a clause that provides that
t he departnent of natural resources shall transfer, for
appropriate rei nbursenent, the right-of-way to the departnent,
upon a determ nation of the director of the departnent that the
right-of-way is needed for use as a railroad line.

(c) Lease the right-of-way to the departnent of natura
resources, or upon approval of the departnment of natura
resources, to a county, city, village, or township for use as a
recreational trail. The |ease shall be for an indefinite period
of time, cancelable by the departnment only if the right-of-way is
needed for rail usage. A recreational trail shall be reserved
for non-notorized forns of recreation or snowwobiling only.
Snownrobi i ng shall not be allowed on nore than 50% of the m | eage
of the recreational trails established pursuant to this act.

(d) I'n cases where a trail serves both a significant comuter
and recreation function, authorize the joint devel opnent of the
trail by the departnent and the departnment of natural resources,
or the departnent and any interested county, city, village, or
township. Admnistration of the trail shall be determ ned
jointly by the departnent and the departnment of natural
resour ces.

(13) The restrictions on transfer of property and the
requi renents of a conveyance or |ease of property described in
this section do not apply to a conveyance of property located in

the city of Petoskey, Emmet county, M chigan, and further
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descri bed as follows:
That portion of state owned rail property, and the tracks on that
property, located in the city of Petoskey fromthe westerly
boundary line of the Emmet street right of way to the north end
of the state owned right of way.

Enacting section 1. This anendatory act does not take
ef fect unless Senate Bill No. or House Bill No. 5257

(request no. 03599'03) of the 92nd Legislature is enacted into

| aw.
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