Since the downtown rail yards were not part of the
purchase of the Santa Maria Valley Railroad, we will be
moving our yard operations west of Santa Maria. Our right
of way ownership begins west of McClelland Street. A yard
and transload facility west of the City of Santa Maria will be
more centralized to our freight customers and will eliminate
crossings and street running. Also the downtown location
is no longer appropriate as a rail yard.

Our current facility is constricted as we now only have a
one car spot team track, one car spot dock track, and one
car spot ramp track. With a new facility we can pursue
more transloading opportunities as to encourage potential
shippers who do no have direct rail access. This will be a
continuing growth opportunity as fuel prices continue to
rise. We will let you know as soon as details are finalized.

As we move forward we continue to renovate our rail line to
maintain and improve our customer service to all of our
freight customers. | want to personally thank all of our
customers for your loyal support of the Santa Maria Valley
Railroad. We hope to continue to provide all of you an
efficient, cost effective, and environmentally friendly

method of transportation.
continued on page 2
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More Changes on the SMVRR
Service Challenges in the First Quarter
SMVRR Maintenance of Way

SMVRR Railbus No. 9 attends Speeder Run
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Recently Union Pacific Railroad Operating Department

changed the setout service for Guadalupe from the
ILCOA to the northbound oil cans. Capacity was
increased on the north south -5 corridor through
California’s Central Valley through higher efficency by
consolidating trains and decreasing train starts. This
has resulted in several trains including the ILCOA
being switched from the Coast Line to the Central
Valley.

Many of our customers have adapted to the new twice
a week train service. We encourage our customers to
let us know about your service as we continue to work
closely with UP’s Operating Department.

+
On Jan. 19 a massive mudslide blocked the Union
Pacific main line south of Eugene Oregon. Over 200
Union Pacific employees removed over a million tons of
debris and rebuilt the main line. Despite the massive
job, UP crews reopened the main line in May. UP’s
Operating Department rerouted traffic for five months
between Eugene Oregon and Roseville California with
only a 24 to 48 hour service delays.

We were blessed with a very mild winter on the
SMVRR. The good weather enabled our MOW gang to
replace numerous ties in several areas and address
track issues in our rail yard. continued on page 2




More Changes on the SMVRR continued from page 1

Speaking of an efficient, cost effective, and
environmentally  friendly method of  freight
transportation, the SMVRR hauled an equivalent of
over 2,900 truckloads of freight last year and saved our
customers approximately $1.5 million in shipping costs.
We hope to provide you even better service and
continued cost savings, especially with these fuel
prices.

Together with our loyal customers, dedicated
employees, and supportive community, the Santa
Maria Valley Railroad will continue to be the
Transportation Gateway for the Central Coast.

Rob Himoto, President

Our Maintenance of Way Gang continues to resurface track,
replacing ties and rail. Over a thousand ties have been
replaced the past year and a half along with rail, joint bars, tie
plates and spikes. Hats off to our MOW gang, they have
been hard at work keeping our system safe and reliable.

Pictured here is Rafael Sanchez, who had just been
promoted to conductor, and our newly hired maintenance of
way worker Sergio Silva. Sergio previously worked for the
SMVRR and we welcome him back to the SMVRR!

A second meeting for the Santa Maria Valley Rail
Shippers Association was held in March. We are
working on putting a website and newsletter together.
A meeting is being planned, we will be contacting all of
you for more details.

Service Challenges 1% Quarter continued from page 1

Some of you had noticed our locomotives were parked near
Blosser Road last month so we can protect our customers as
the track work in the yard was being completed.
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SMV Railbus No. 9, fully restored by the Pacific
Southwest Rail Museum in EI Campo, led the Motorcar
Operators West Excursion on April 5. This was the first
time since 1962 that SMV Railbus No. 9 touched its
home rails. 27 speeders participated with two runs on
the SMVRR for this historic run.

& 12 -3
EFFICIENT

Our Nation’s Freight Railroads operate over 171,000  miles of

track with over 1.3 million freight cars in service
Freight Railroads hauls 40% of our nation’s freight
COST EFFECTIVE

Rail Freight rates have dropped 11% from 1981 to 20 06, 55% in
inflation adjusted terms.

Since 1980 Freight Railroads have invested hundreds of billions
of dollars in their infrastructures to continue to become even
more efficient and cost effective to their customer S.

ENVIRONMENTALLY FRIENDLY

Freight Railroads reduce highway traffic congestion
car is equivalent to three or more trucks.

, one freight

Please note of our mailing address change to P.O. Box
5665, Santa Maria, CA 93456. Our telephone
numbers remain the same.

Santa Maria Valley Railroad Company

P.O. Box 5665, Santa Maria, CA 93456
(805) 922-7941 FAX (805) 922-9554
Website: www.smvrr.com

Dave Jennings — Chief Operating Officer and General
email: jennings@smvrr.com

Manager

Rob Himoto - President
email: rhimoto@smvrr.com

Leah Figaro - Controller
email: leahf@smvrr.com




