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EMPLOYER DETERMINATION 

Carrizo Gorge Railway, Inc. (CGRY) 
 

This is a determination of the Railroad Retirement Board concerning the continued 

status of Carrizo Gorge Railway, Inc. (CGRY), B.A. No. 2798, as an employer 

under the Railroad Retirement Act (45 U.S.C. § 231 et seq.)(RRA) and the 

Railroad Unemployment Insurance Act (45 U.S.C. § 351 et seq.)(RUIA). 

 

BACKGROUND 

 

CGRY began rail operations on July 1, 2001.  CGRY provided freight operations 

on rail lines between a portion of Mexico and California.  The rail line was 

previously owned by San Diego Arizona Eastern Railway (SDAE) and controlled 

through management by San Diego & Imperial Valley Railroad Company, Inc. 

(SDIV).
1
  Although CGRY provided rail operations on the rail line, SDIV retained 

operating authority over the United States portion of the rail line.   Based on the 

information CGRY provided to the Board, the Board held, in a decision dated 

January 16, 2002, that CGRY became a covered employer under the RRA and the 

RUIA effective July 1, 2001, the date it began rail operations. 

 

RECENT EVIDENCE 

 

In a Surface Transportation Board decision dated August 13, 2012 (Docket No. FD 

35657), Pacific Imperial Railroad, Inc. (PIR), filed a verified notice of exemption 

to change operators, pursuant to an agreement with CGRY.  Specifically the 

agreement provides for a change in operators for the Desert Line through CGRY’s 

assignment of its authority to operate the Desert Line to PIR, with the consent of 

SDAE, its parent company, San Diego Metropolitan Transit Development Board, 

and SDIV.  The transaction was scheduled to become effective August 31, 2012.  It 

is also noted that on June 8, 2012, in a Declaration filed in the Court by the 

General Counsel for San Diego Metropolitan Transit System, the General Counsel 

asserted that CGRY was authorized to assign its Operating Agreement. The 

Declaration further asserted that the assignment of the Operating Agreement was 

necessary because CGRY lacked the capacity to finance the necessary repairs to 

the rail line.  Thereafter, pursuant to SDAE’S Board of Directors Meeting dated 

January 15, 2013, the SDAE and the San Diego Metropolitan Transit System 

(MTS) entered into an agreement with PIR to be the new, exclusive freight 

                                            
1  Prior to July 1, 2001, SDIV provided freight operations. 
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operator on the Desert Line for a 50-year period.  This transaction became 

effective on December 20, 2012. Last, although there is no documentation as to 

whether CGRY relinquished its operating rights on other rail lines, the Board notes 

that in a letter dated February 19, 2013, Mr. Thomas F. McFarland, legal counsel 

for CGRY advised the Chief of Audit and Compliance Division of the Board that 

CGRY has not become operational because the rail line for which it had operating 

authority has been out of service. Mr. McFarland further stated that in 2012, 

CGRY assigned its operating authority to Pacific Imperial Railroad, Inc.  

 

Section 202.11 (20 CFR 202.11) of the Board’s regulations states: 

 

The employer status of any company or person shall terminate 

whenever such company or person loses any of the characteristics 

essential to the existence of an employer status. 

 

Based upon the information above, Carrizo Gorge Railway, Inc. no longer 

possesses the characteristics of an operating rail carrier covered under the RRA 

and the RUIA.  Effective December 20, 2012, the date CGRY assigned its 

operation rights to PIR, CGRY ceased being covered under the RRA and the 

RUIA. 
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