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1.0 INTRODUCTION
1.1 PURPOSE

This Rail Investment Guide (RIG) is a strategy document for South Dakota Department of Transportation
(SDDOT) to help guide and structure decision-making related to future investments in rail infrastructure.
The RIG identifies and evaluates State priorities for investment, based on existing policy considerations
and market conditions. It will distinguish between short- and long-term infrastructure goals, and suggest
management strategies accordingly, to inform the project identification and prioritization in current and
future State Rail Plan (SRP) updates.

1.2 STRATEGIC GOALS

The goals of the RIG are anticipated to be consistent with the ongoing South Dakota rail program goals:

e Support economic growth and development

e Ensure connectivity for critical industries

e Maintain State railroad assets in a state of good repair
e Reduce highway impacts

e Improve railroad safety, security, and resiliency

2.0 BACKGROUND

2.1 CURRENT INSTITUTIONAL GOVERNANCE STRUCTURE OF RAIL PROGRAMS
IN SOUTH DAKOTA

This section will discuss the current institutional governance structure of rail programs in South Dakota.

2.1.1 SOUTH DAKOTA DEPARTMENT OF TRANSPORTATION

SDDOT is led by Secretary of Transportation, who reports directly to the Governor of South Dakota. The
Office of Air, Rail, and Transit within the Division of Finance and Management administers a variety of
railroad programs and is the SDDOT’s liaison to the South Dakota State Railroad Authority, South Dakota
State Railroad Board, and the South Dakota Transportation Commission.

Planning functions of the Office of Air, Rail, and Transit include monitoring rail traffic and commodity
flows on State-owned lines, performing detailed analyses on lines threatened by abandonment or in need
of financial assistance, evaluating changes in status, condition, and service on rail lines, and analyzing
State-owned rail operations. The Office of Air, Rail, and Transit also handles the management of all real
and personal property acquired by the State for railroad purposes, including leasing of property, utility
installation, track rehabilitation, industrial track expansion, and construction.

Per 1-44-18 of the South Dakota Codified Laws, the SDDOT shall conduct research on basic railroad
problems, plan and assist in the development of rail transportation, develop and maintain a Federal-State
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relationship of programs relating to railroads, assist any public or private agency or corporation in
coordinating railroad services with those of other transportation modes, recommend, prepare, and
review plans and specifications for any project undertaken by the South Dakota Railroad Authority, and
arrange for and coordinate rail service over any properties and facilities acquired, leased, or controlled by
the State of South Dakota Railroad Authority.

Per 1-44-20 of the South Dakota Codified Laws, the SDDOT, with the approval of the South Dakota State
Railroad Board and the written consent of the Governor, may enter into agreements, contracts, leases (as
lessor or lessee), or other arrangements with any corporation, partnership, individual, agency, or
authority, on such terms and conditions as the department shall determine, including providing for the
acquisition, operation, maintenance, and improvement of public rail lines, and the acquisition and
disposition of any and all rights-of-way, land, facilities, fixtures and appurtenant structures, services and
equipment, determined by the department to be necessary or appropriate.

2.1.2 STATE RAILROAD BOARD

The South Dakota State Railroad Board approves matters related to operation, management, finance,
marketing, and development of rail service over all properties and facilities acquired, leased, or controlled
by the State. The Board also may, upon written approval of the Governor, make loans from the Railroad
Trust Fund.

Per 1-44-25 of the South Dakota Codified Laws, the South Dakota State Railroad Board consists of seven
members to be appointed by the Governor. Members shall serve a three-year term. No more than five
members may be of the same political party. No person may be appointed to the board who is an elected
official of the State of South Dakota or any subdivision thereof. Any member appointed to fill a vacancy
arising from other than the natural expiration of a term shall serve only for the unexpired term but may
be reappointed to a full term. The board shall annually choose from its membership a chair, a vice chair,
and a secretary-treasurer. No member may be removed from office except for cause.

Per 1-44-26 of the South Dakota Codified Laws, at least one member, in the opinion of the Governor, shall
be a person experienced in or having a favorable reputation for skill, knowledge, and experience in
business management. At least one member, in the opinion of the Governor, shall be a person
experienced in or having a favorable reputation for skill, knowledge, and experience in the operation of
railroad service. At least one member, in the opinion of the Governor, shall be a person experienced in or
having a favorable reputation for skill, knowledge, and experience in private or public finance. At least
one member, in the opinion of the Governor, shall be a person experienced in or having a favorable
reputation for skill, knowledge, and experience in marketing. At least one member of the commission
shall be, in the opinion of the Governor, a person who is a user of rail service. Two members shall be from
the public at large.
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Per 1-44-27 of the South Dakota Codified Laws, the Department of Transportation shall obtain the
approval of the Railroad Board in the matters of operation, management, finance, marketing, and
development of rail service over all properties and facilities acquired, leased, or controlled by the State.

2.1.3 STATE RAILROAD AUTHORITY

The South Dakota State Railroad Authority was authorized when the State purchased the “Core System”
and has the power to acquire property and to construct, maintain, and equip railroad facilities as the
Legislature declares to be in the public interest. The Authority also may conduct planning studies to
determine the full scope of rail system needs. There are seven members on the Authority that are
appointed to three-year terms by the Governor. Today, the State Railroad Authority and the State
Railroad Board are one and the same, though the Authority and the Board retain their unique
responsibilities and are still called to order separately during official meetings.

2.1.4 REGIONAL RAILROAD AUTHORITIES

In 1978, the South Dakota Legislature allowed two or more subdivisions to unify to establish Regional Rail
Authorities (RRA). An RRA may plan, establish, acquire, develop, construct, purchase, enlarge, improve,
maintain, equip, operate, regulate, and protect railroads and railroad facilities used or useful in the
operation of the railroad. They also may have taxing power through the subdivisions through which the
RRA was established. The RRA serves as a legal entity to accept State Railroad Trust Fund dollars on behalf
of a private railroad recipient.

2.2 CURRENT STATE FUNDING PROGRAMS IN SOUTH DAKOTA

There are two primary State-level funding sources available to support rail-related projects in South
Dakota: the Railroad Trust Fund and the Governor’s Office of Economic Development (GOED) Future
Fund. These two funding sources are described in this section.

2.2.1 STATE RAILROAD TRUST FUND

For the purpose of planning, enlarging, maintaining, equipping, and protecting railroads and railroad
facilities, the State has a special fund known as the South Dakota Railroad Trust Fund. The South Dakota
State Railroad Board may make loans from the Railroad Trust Fund to regional railroad authorities, based
on terms and conditions set by the State Railroad Board. These funds may be used to match federal
railroad rehabilitation funds, and also can be spent directly on State-owned rail lines.

The Railroad Trust Fund was established in 1981 and primarily sustains itself through loan repayments;
however, dollars have entered the Railroad Trust Fund in several other ways over the years. For example,
when BNSF Railway purchased a significant portion of the State-owned track it operated on in 2005, $40+
million was infused into the Fund. Later in 2006, the Legislature diverted $38 million to the State’s
Property Tax Reduction Fund, leaving a balance of $14 million to allocate to railroad improvement
projects.
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The South Dakota State Railroad Board continuously receives numerous worthy applications for Trust
Fund dollars. As a result, in 2012 the South Dakota Legislature appropriated $4 million for the Trust Fund
from General Funds as part of Senate Bill 48. This raised the balance of the Trust Fund to $7 million;
however in March 2012, the South Dakota State Railroad Board approved $6,615,600 in loans,
significantly reducing the balance. The balance was again increased in 2021 by the sale of the Sioux Valley
rail line to D&I Railroad, and the sale of the MRC Line to Ringneck and Western LLC. There are no State
taxes currently in place to directly support the Railroad Trust Fund.

The South Dakota Railroad Board loan program allows Regional Railroad Authorities to apply for loan(s)
from the Railroad Trust Fund for the rehabilitation, expansion and construction of industrial sidings or
main line track. SDDOT is currently evaluating potential strategies to provide a more prescriptive loan
program structure for the Railroad Trust Fund, which are presented later in this document.

2.2.1.1 CURRENT PROCESS FOR AWARD AND DISBURSEMENT OF FUNDS

Applications for grants and loans from the Railroad Trust Fund are submitted to the State Railroad Board
for review. Applicants typically present their candidate projects to the Board at a monthly Board meeting
and answer any questions the Board members may have. The Board may choose to go into executive
session to discuss the applications privately. The Board currently has a great deal of flexibility to exercise
its sole discretion in establishing priorities, evaluating project merits, and selecting projects for funding.

2.2.2 LOCAL INFRASTRUCTURE DEVELOPMENT PROGRAM?

The Local Infrastructure Development Program (LIDP) offered by the South Dakota GOED provides grants
to local development corporations, tribal governments, municipalities, counties, or other political
subdivisions to construct or reconstruct public infrastructure associated with an economic development
project.

The Local Infrastructure Improvement Program is open to any political subdivision in South Dakota, tribal
government, or local development corporation.

Applicants must identify an economic development project and then work with their area planning
district to submit a completed application before funding is considered.

If the board approves the application, the applicant must comply with the conditions of approval to
remain eligible for the grant. GOED will issue payment within 30 days of the receiving the required
compliance documentation.

1 South Dakota Governor’s Office of Economic Development, Local Infrastructure Improvement. Retrieved from:
https://sdgoed.com/partners/financing-incentives/local-infrastructure-improvement/
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2.3 CURRENT FEDERAL RAIL RELATED PROGRAMS AND FUNDING SOURCES

2.3.1 FEDERAL RAILROAD ADMINISTRATION GRANT PROGRAMS
The FRA administers rail-specific funding programs, including competitive discretionary grants and other
targeted funding sources. The current FRA-administered funding sources are described in this section.

2.3.1.1 CONSOLIDATED RAIL INFRASTRUCTURE AND SAFETY IMPROVEMENTS PROGRAM?
The Consolidated Rail Infrastructure and Safety Improvements (CRISI) program provides funding for
capital projects that will improve passenger and freight rail transportation systems in terms of safety,
efficiency, or reliability.

ELIGIBLE APPLICANTS

e Astate;

e Agroup of states;

e AnInterstate Compact;

e Public agencies or publicly chartered authorities established by one or more states;

e A political subdivision of a state;

e Amtrak or another rail carrier that provides intercity rail passenger transportation;

e AClass Il railroad or Class Il railroad or a holding company of a Class Il or Class Il railroad;

e Anyrail carrier or rail equipment manufacturer in partnership with at least one of the entities
described above;

e The Transportation Research Board (TRB) together with any entity with which it contracts in the
development of rail-related research, including cooperative research programs;

e Auniversity transportation center engaged in rail-related research; or,

e A non-profit labor organization representing a class or craft of employees of rail carriers or rail
carrier contractors.

ELIGIBLE PROJECTS
e Deployment of railroad safety technology;
e Capital projects, as defined in 49 U.S.C. § 24401(2) for intercity passenger rail service, except that
a project under this program is not required to be in an SRP;

e Capital projects that:
o Address congestion challenges affecting rail service
o Reduce congestion and facilitate ridership growth along heavily traveled rail corridors
o Improve short-line or regional railroad infrastructure

2 Federal Railroad Administration, Consolidated Rail Infrastructure and Safety Improvements Program. Retrieved from:
https://railroads.dot.gov/grants-loans/competitive-discretionary-grant-programs/consolidated-rail-infrastructure-and-safety-2
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e Highway-rail grade crossing improvement projects;

e Rail line relocation and improvement projects;

e Regional rail and corridor service development plans and environmental analyses;

e Any project necessary to enhance multimodal connections or facilitate service integration
between rail service and other modes;

e The development and implementation of a safety program or institute;

e Anyresearch that the Secretary of Transportation considers necessary to advance any particular
aspect of rail-related capital, operations, or safety improvements; or,

e Workforce development and training activities, coordinated to the extent practicable with the
existing local training programs supported by the Department of Transportation, the Department
of Labor, and the Department of Education.

2.3.1.2 SPECIAL TRANSPORTATION CIRCUMSTANCES?

The purpose of the Special Transportation Circumstances (STC) Program is to provide directed grant
funding under the CRISI program and the Restoration and Enhancement Grant program to certain states
that lack intercity passenger rail service or are not connected to the national rail system.

STC was authorized in Section 11301 of the FAST Act, Pub. L. No. 114-94 (2015); 49 U.S.C. § 22907(l). The
STC authorization directs the Secretary of Transportation to allocate to certain states an appropriate
portion of the amounts available to the other programs described in 49 U.S.C. § 229.

ELIGIBLE RECIPIENTS

e Alaska
e South Dakota
e Wyoming

ELIGIBLE PROJECTS
e For South Dakota and Wyoming, eligible projects must be freight rail capital projects in those
states that are on an SRP developed under Chapter 227, and that provide public benefits as
defined in 49 U.S.C. § 22701(2).
e The federal share of total costs for an STC project must not exceed 80 percent of the total cost of
a project. The required 20 percent non-federal share may be composed of public sector (State or
local) and/or private sector funding.

3 Federal Railroad Administration, Special Transportation Circumstances. Retrieved from: https://railroads.dot.gov/grants-
loans/directed-grant-programs/special-transportation-circumstances

SDW4 ;

DOT



https://railroads.dot.gov/grants-loans/directed-grant-programs/special-transportation-circumstances
https://railroads.dot.gov/grants-loans/directed-grant-programs/special-transportation-circumstances

South Dakota Rail Investment Guide
South Dakota Department of Transportation

2.3.1.3 RAILROAD CROSSING ELIMINATION PROGRAM

The Railroad Crossing Elimination (RCE) Program is a new, competitive discretionary grant program
established under the IlJA that provides funding for highway-rail or pathway-rail grade crossing
improvement projects that focus on improving the safety and mobility of people and goods.

ELIGIBLE APPLICANTS
e States, including the District of Columbia, Puerto Rico, and other U.S. territories and possessions;
e A political subdivision of a state;
e Afederally recognized Indian Tribe;
e Aunit of local government or a group of local governments;
e A public port authority;
e A metropolitan planning organization; or,
e A group of the entities described above.

ELIGIBLE PROJECTS

e Highway-rail grade separation or closure, including through the use of a bridge, embankment,
tunnel, or any combination thereof;

e Track relocation;

e Improvement or installation of protective devices, signals, signs, or other equipment at crossings;

e Measures to improve safety related to a separation, closure, or track relocation project;

e Other means to improve the safety if related to the mobility of people and goods at highway-rail
grade crossings (including technological solutions); or,

e The planning, environmental review, and design of any other eligible project type.

2.3.2 USDOT FEDERAL MULTIMODAL DISCRETIONARY GRANT PROGRAMS

The USDOT administers several multimodal competitive discretionary grant programs, which are
described in this section. For rail-focused projects receiving federal grant funding, the FRA is typically the
lead agency that will administer the grant at the federal level.

2.3.2.1 MULTIMODAL PROJECT DISCRETIONARY GRANT

The Multimodal Project Discretionary Grant (MPDG) Program is a combined Notice of Funding
Opportunity (NOFO) that allows the use of one application to apply for up to three separate USDOT
funding opportunities:
e Mega: known statutorily as the National Infrastructure Project Assistance program (49 U.S.C.
6701)
e INFRA: known statutorily as the Nationally Significant Multimodal Freight and Highway Projects
program (23 U.S.C. 117)
e Rural Surface Transportation Grant: (23 U.S.C. 173)
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THE MEGA GRANT PROGRAM*
The Mega Program (known statutorily as the National Infrastructure Project Assistance program) will

support large, complex projects that are difficult to fund by other means and likely to generate national

or regional economic, mobility, or safety benefits. Mega is a new program created under the Bipartisan

Infrastructure Law enacted in 2021 targeting projects with total costs of at least $100 million.

A total of S5 billion is available from fiscal year (FY) 2022 through FY 2026.

Eligible Applicants for the Mega Grant Program include:

A state or a group of states;

A metropolitan planning organization;

A unit of local government;

A political subdivision of a state;

A special purpose district or public authority with a transportation function, including a port
authority;

A Tribal government or a consortium of Tribal governments;

A partnership between Amtrak and one or more other types of entities described in this list; or,
A group of entities described in this list.

Eligible Projects under the Mega Grant Program include:

A highway or bridge project carried out on—

o the National Multimodal Freight Network

o the National Highway Freight Network

o the National Highway System
A freight intermodal (including public ports) or freight rail project that provides a public benefit;
A railway-highway grade separation or elimination project;
An intercity passenger rail project; or
Certain public transportation projects that are eligible for Federal Transit Administration funding
under Title 49, U.S.C., and is a part of another eligible project types listed above.

INFRASTRUCTURE FOR REBUILDING AMERICA®
Infrastructure for Rebuilding America (INFRA)—known statutorily as the Nationally Significant Multimodal

Freight and Highway Projects—awards competitive grants for multimodal freight and highway projects of

4 U.S. Department of Transportation, The Mega Grant Program. Retrieved from: https://www.transportation.gov/grants/mega-
grant-program

5 U.S. Department of Transportation, Infrastructure for Rebuilding America. Retrieved from:
https://www.transportation.gov/grants/infra-grants-program
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national or regional significance to improve the safety, efficiency, and reliability of the movement of
freight and people in and across rural and urban areas.

INFRA is an existing program that was recently updated to include new eligibilities, set-asides, and other
programming changes in the Bipartisan Infrastructure Law enacted in 2021 that are substantive changes
from the FAST Act of 2015: 23 U.S.C. 117.

A total of $7.25 billion is available from 2022 through 2026.
Eligible Applicants for the INFRA program include:

e Astate oragroup of states;

e A metropolitan planning organization that serves an urbanized area (as defined by the Bureau of
the Census) with a population of more than 200,000 individuals;

e Aunit of local government or a group of local governments;

e A political subdivision of a state or local government;

e A special purpose district or public authority with a transportation function, including a port
authority;

e Afederal land management agency that applies jointly with a state or group of states;

e ATribal government or a consortium of Tribal governments;

e A multistate corridor organization; or,

e A multistate or multijurisdictional group of entities described in this list.

Eligible projects under the INRA program are those that improve safety, generate economic benefits,
reduce congestion, enhance resiliency, and hold the greatest promise to eliminate freight bottlenecks and
improve critical freight movements.

RURAL SURFACE TRANSPORTATION GRANT PROGRAM®

The Rural Surface Transportation Grant Program will support projects to improve and expand the surface
transportation infrastructure in rural areas to increase connectivity, improve the safety and reliability of
the movement of people and freight, and generate regional economic growth and improve quality of life.
Rural is a new program created under the Bipartisan Infrastructure Law enacted in 2021.

A total of $1 billion is available over from 2022 through 2026.
Eligible applicants for the Rural program include:

e States;
e Regional transportation planning organizations;
e Local governments; or,

6 U.S. Department of Transportation, The Rural Surface Transportation Grant. Retrieved from:
https://www.transportation.gov/grants/rural-surface-transportation-grant
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e Tribal governments.
Eligible projects under the Rural program include:

e Highway, bridge, or tunnel projects eligible under the National Highway Performance Program,
Surface Transportation Block Grant Program, or the Tribal Transportation Program;

e Highway freight project eligible under the National Highway Performance Program;

e Highway safety improvement project;

e A project on a publicly-owned highway or bridge improving access to certain facilities that
support the economy of a rural area; and,

e Integrated mobility management system, transportation demand management system, or on-
demand mobility services.

2.3.2.2 REBUILDING AMERICAN INFRASTRUCTURE WITH SUSTAINABILITY AND EQUITY’
The Rebuilding American Infrastructure with Sustainability and Equity (RAISE) program, formerly known
as Transportation Investment Generating Economic Recovery (TIGER) and later as Better Utilizing
Investments to Leverage Development (BUILD), provides a unique opportunity for the USDOT to invest in
road, rail, transit, and port projects that promise to achieve national objectives. Congress has dedicated
over $9.9 billion for 13 rounds of National Infrastructure Investments to fund projects that have a
significant local or regional impact.

Eligible applicants for RAISE include:

e States and the District of Columbia;

e Any territory or possession of the U.S.;

e Aunit of local government;

e Apublic agency or publicly chartered authority established by one or more states;

e A special purpose district or public authority with a transportation function, including a port
authority;

e Afederally recognized Indian Tribe or a consortium of such Indian Tribes;

e Atransit agency; or,

e A multistate or multijurisdictional group of entities that are each separately eligible

Capital projects eligible under RAISE include:

e Highway, bridge, or other road projects eligible under Title 23, U.S.C,;

e Public transportation projects eligible under Chapter 53 of Title 49, U.S.C.;

e Passenger and freight rail transportation projects;

e Portinfrastructure investments (including inland port infrastructure and land ports of entry);

7 U.S. Department of Transportation, RAISE Grants. Retrieved from: https://www.transportation.gov/RAISEgrants/about
SDIW4 10
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e The surface transportation components of an airport project eligible for assistance under Part B
of Subtitle VII of Title 49, U.S.C.;

e Intermodal projects;

e Projects to replace or rehabilitate a culvert or prevent stormwater runoff for the purpose of
improving habitat for aquatic species while advancing the goals of the RAISE program;

e Projects investing in surface transportation facilities that are located on Tribal land and for which
title or maintenance responsibility is vested in the federal government; or,

e Any other surface transportation infrastructure project that the Secretary of Transportation
considers to be necessary to advance the goals of the RAISE program.

Planning projects eligible under RAISE include:

e Development of master plans, comprehensive plans, integrated land use and transportation
plans, or corridor plans;

e Planning activities related to the development of a multimodal freight corridor, including those
that seek to reduce conflicts with residential areas and with passenger and non-motorized traffic;

e Development of port and regional port planning grants, including statewide or multi-port
planning within a single jurisdiction or region; or,

e Risk assessments and planning to identify vulnerabilities and address the transportation system’s
ability to withstand probable occurrence or recurrence of an emergency or major disaster.

2.3.3 OTHER FEDERAL FUNDING SOURCES

Other rail-related non-grant funding programs exist at the federal level. Examples include the Railway-
Highway Crossings Program (Section 130) and the Railroad Rehabilitation and Improvement Financing
(RRIF) Program, described in this section.

2.3.3.1 RAILWAY-HIGHWAY CROSSINGS PROGRAM (SECTION 130)8

South Dakota receives approximately $2.6 million annually from the Federal Highway Administration
(FHWA) in Railway-Highway Crossings Program (Section 130) funding under the Highway Safety
Improvement Program for the implementation of safety improvements at locations where a public
roadway intersects with active railroad tracks. Currently, approximately 1,749 public at-grade
intersections statewide are eligible for this financial assistance. Depending upon the cost of the
improvements, approximately 12 projects are typically programmed annually in the South Dakota
Statewide Transportation Improvement Program (STIP).

RCIP projects may include:

e Installation of new or upgraded highway-rail grade crossing signal systems and active warning
devices (e.g., installation of train-activated gates with flashing lights)

8 Federal Highway Administration, Highway Safety Improvement Program. Retrieved from:
https://safety.fhwa.dot.gov/hsip/xings/
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e Interconnection of highway-rail grade crossing signals with a roadway traffic signal

e Highway-rail grade crossing approach and surface improvements

e Highway-rail grade crossing visibility and roadway geometry improvements

e Signing and pavement markings

e Lighting at highway-rail grade crossings

e Improvements for interface between pedestrian/bicycle paths and railroad grade crossings

e Highway-rail grade crossing elimination or consolidation

e Highway-rail grade separation or replacement of grade separation
Each State is entitled to use its sole discretion in selecting projects to receive Section 130 funding. Many
States use a stakeholder-driven approach, a data-driven approach, or a combination of these two
approaches to identify and prioritize projects. SDDOT has historically taken a stakeholder-driven approach
and continues to solicit stakeholder input in identifying potential Section 130 projects.

2.3.3.2 RAILROAD REHABILITATION & IMPROVEMENT FINANCING®

The RRIF program was established by the Transportation Equity Act for the 21st Century (TEA-21) and
amended by the Safe Accountable, Flexible and Efficient Transportation Equity Act: A Legacy for Users
(SAFETEA-LU), the Rail Safety Improvement Act of 2008, and the Fixing America’s Surface Transportation
(FAST) Act. Under this program the Department of Transportation is authorized to provide direct loans
and loan guarantees up to $35.0 billion to finance development of railroad infrastructure. Not less than
$7.0 billion is reserved for projects benefiting freight railroads other than Class | carriers.

RRIF funding may be used to:

e Acquire, improve, or rehabilitate intermodal or rail equipment or facilities, including track,
components of track, bridges, yards, buildings and shops, and including the installation of positive
train control systems;

e Develop or establish new intermodal or railroad facilities;

e Reimburse planning and design expenses relating to activities listed above;

e Refinance outstanding debt incurred for the purposes listed above; and

e Finance transit-oriented development.

Direct loans can fund up to 100 percent of a railroad project with repayment periods of up to 35 years
and interest rates equal to the cost of borrowing to the government.

Eligible borrowers include railroads, State and local governments, government-sponsored authorities and
corporations, limited option freight shippers that intend to construct a new rail connection, and joint
ventures that include at least one of the preceding.

9 U.S. Department of Transportation, Railroad Rehabilitation & Improvement Financing (RRIF). Retrieved from:
https://www.transportation.gov/buildamerica/financing/rrif
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2.4 HISTORY OF STATE OWNERSHIP AND MANAGEMENT OF RAIL ASSETS IN
SOUTH DAKOTA

This section summarizes the history of the State of South Dakota’s ownership and management of rail
assets from 1980 to present. This includes discussion of previous rail line acquisitions, divestments,
operating leases, and how the State has issued grants or loans through the Railroad Trust Fund.

2.4.1 PREVIOUS STATE ACQUISITION OF RAIL ASSETS

The State of South Dakota undertook a proactive and valiant effort to preserve freight rail service during
the rail crisis in the early 1980s. The Chicago, Milwaukee, St. Paul and Pacific Railroad (MILW), commonly
referred to as “The Milwaukee Road”, embargoed service over nearly all of its route mileage in South
Dakota as part of a bankruptcy reorganization and route rationalization strategy to save the
underperforming railroad. These State-owned lines were then leased to privately owned railroads for
continued operation.

Since then, large portions of the State-owned network have been gradually transferred or sold back into
private railroad ownership. The Ortonville, Minnesota to Terry, Montana “Main Line” was sold to the BN
in 1991 for $30.4 million. Later, the “Core System” was sold to BN’s successor, BNSF, in November 2005
for $42.5 million. Finally, The Sioux Valley rail line which runs between Elk Point and Canton, South
Dakota, was sold to D & | Railroad in April 2021 for $10 million, and the Mitchell-Rapid City (MRC) rail line
was sold to Ringneck & Western LLC in May 2021 for $13 million.

The line segments that have been acquired by the State since 1981 are listed in Table 1 below.

Table 1: History of State of South Dakota Rail Line Acquisitions Leases, and Divestments (1981-2021)
Length Previous Lease

Segment . Year Acquired YearSold  Sold To
(Miles) Owner Operator
Ortonville, MN -Terry, MT 479.9 MILW 1982 BN 1991 BNSF
Sioux Falls-Canton 24.0 MILW 1981 BN 2005 BNSF
Canton-Mitchell 82.8 MILW 1981 BN 2005 BNSF
Mitchell-Wolsey 54.4 MILW 1981 BN 2005 BNSF
Wolsey-Aberdeen 72.0 MILW 1981 BN 2005 BNSF
Mitchell-Sioux City, 1A 130.8 MILW 1981 BN 2005 BNSF
Track in Mitchell 1.0 MILW 1981 BN 2005 BNSF
Mitchell-Chamberlain 67.5 MILW 1981 DSRC 2021 RWRR
Chamberlain -Rapid City 217.6 MILW 1981 DSRC 2021 RWRR
Track in Sioux City, I1A 7.0 MILW 1981 DAIR 1982 DAIR
Sioux Falls-Trent 23.3 MILW 1981 DAIR 1982 DAIR
Canton-Elk Point 49.4 MILW 1981 DAIR 2021 DAIR
Beresford - Hawarden 18.6 CNW 1981 DAIR 2021 DAIR
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Length Previous ) Lease
Segment . Year Acquired Year Sold  Sold To
(Miles) Owner Operator
Napa-Platte 83.3 MILW 1981 DSRC N/A N/A
Britton-Jarrett Jct. 4.8 MILW 1981 DMVW N/A N/A
Aberdeen-Geneseo Jct. 76.7 BNSF 2001 DMVW N/A N/A
Huron-Yale 15.3 DME 2008 RCPE N/A N/A

2.4.2 HISTORY OF DISBURSEMENTS FROM RAILROAD TRUST FUND

2.4.2.1 GRANTS

Periodically, grants have been issued from the Railroad Trust Fund to support major objectives, such as
the rehabilitation of the State-owned MRC Line. In some cases, loans issued previously were forgiven and
effectively converted into grants.

MRC RAILROAD REHABILI