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SOUTH DAKOTA STATE RAILROAD BOARD MEETING MINUTES 
DECEMBER 20, 2017 – 11:00 A.M. 

BECKER-HANSEN BUILDING – 700 EAST BROADWAY 
PIERRE, SOUTH DAKOTA 

 
MEMBERS PRESENT: Harlan Quenzer, Chair 
    Jerry Cope, Vice Chair 
    Jeffrey Burket, Secretary-Treasurer 
    Sheldon Cotton, Member 

Jack Nelson, Member 
 
MEMBERS PRESENT 
VIA CONFERENCE CALL: Gary Doering, Member 
 
DOT STAFF PRESENT: Darin Bergquist, Joel Jundt, Bill Nevin, Karla Engle, Becky Janssen, 

Bonnie Olson, Lynn Kennison, Misty Siedschlaw, and Patricia 
Saukel 

 
OTHERS PRESENT: Heath Haden-Dakota Southern Railway Company (DSRC), Mike 

Williams-DSRC, Avory Beggs-DSRC, Rick Vallery-
Congresswoman Noem’s Office, Dustin Buntrock-South Dakota 
Wheat Growers (SDWG), Agnes Nedved-SDWG, Tub Harrington-
Napa-Platte Regional Railroad Authority (NPRRA), Terry Carter-
DSRC, Blake Jones-Rapid City, Pierre & Eastern Railroad (RCPE), 
Dave Ehbrect-RCPE, Steve Guthrie-RCPE, Jack Parliament-
Dakota & Iowa Railroad (DAIR), Milt Handcock-CHS Midwest 
Cooperative (CHS), Kim Halverson-Mitchell to Rapid City Regional 
Rail Authority (MRCRRA), Ken Cotton-MRCRRA, Matt Lucklum-
MRCRRA, Bob Mercer-press, Tom Hatfield, Chuck Jepson-Dakota 
Rail Park, Toby Morris, Alex Huff, and Dick Huff 

 
OTHERS PRESENT 
VIA CONFERENCE CALL: Bruce Lindholm and Dan Kuhlman 
 
Vice Chair Quenzer called the meeting of the South Dakota State Railroad Board (the “Board”) to 
order at 11:00 a.m. Roll call was taken and a quorum was determined. 
 

********** 
 
Vice Chair Quenzer opened the floor to Board members to disclose potential conflicts of interest 
and to present requests for waivers pursuant to South Dakota Codified Law (SDCL) chapter 3-
23. 
 
No conflicts of interest were disclosed and no waivers were requested.  
 

********** 
 
Vice Chair Quenzer asked for a motion to approve the minutes of the October 18, 2017, Board 
meeting.   
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A MOTION WAS MADE by Burket and seconded by Nelson to approve the October 18, 2017, 
meeting minutes. All present voted aye by roll call vote. The motion carried. 
 

********** 
Election of Chair, Vice Chair, and Secretary-Treasurer 
 
Cotton nominated Quenzer for Chair.  
 
A MOTION WAS MADE by Doering and seconded by Nelson to cease nominations and cast a 
unanimous ballot to elect Quenzer as Chair. All present voted aye by roll call vote, with the 
exception of Quenzer who abstained. The motion carried. 
 
Burket nominated Cope for Vice Chair. 
 
A MOTION WAS MADE by Nelson and seconded by Doering to cease nominations and cast a 
unanimous ballot to elect Cope as Vice Chair. All present voted aye by roll call vote, with the 
exception of Cope who abstained. The motion carried. 
 
Cope nominated Burket for Secretary-Treasurer. 
 
A MOTION WAS MADE by Nelson and seconded by Cotton to cease nominations and cast a 
unanimous ballot to elect Burket as Secretary-Treasurer. All present voted aye by roll call vote, 
with the exception of Burket who abstained. The motion carried. 
 

********** 
 
Chair Quenzer requested the Board enter into executive session pursuant to SDCL 1-25-2(3) for 
the purpose of consulting with legal counsel or reviewing communications from legal counsel 
about proposed or pending litigation or contractual matters.  
 
A MOTION WAS MADE by Cope and seconded by Burket to enter into executive session at 11:10 
a.m. pursuant to SDCL 1-25-2(3) to consult with legal counsel or review communications from 
legal counsel about proposed or pending litigation or contractual matters. All present voted aye 
by roll call vote. The motion carried. 
 
The Board came out of executive session at 12:05 p.m. 
 

********** 
 
Secretary Bergquist informed the Board that Steve Scharnweber has been appointed by the 
Governor as the newest Board member.  
 
Bergquist presented a copy of a letter addressed to the Board from Bruce Lindholm, former 
Program Manager for the Office of Air, Rail, and Transit regarding railroad issues while he was 
employed at the South Dakota Department of Transportation (the “Department”). The letter was 
passed out to the Board members and is attached to the minutes as Exhibit B.  
Bergquist informed Board members that he appeared on December 18, 2017, before the 
Government Operations and Audit Committee (GOAC) concerning Dakota Southern Railway 
Company’s operations on state-owned line.  Bergquist said GOAC would meet again in the Spring 
of 2018 on the status of the issues raised. 
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********** 

 
Deputy Secretary Jundt introduced Patricia Saukel to the Board. Saukel is the new recording 
secretary for the South Dakota State Railroad Board.   
 

********** 
 
Jundt requested Board approval to enter into a new agreement with Slover & Loftus LLP to allow 
for continued legal services to the Department and the Board related to the Napa to Ravinia line 
and other rail issues The Slover & Loftus agreement expires on December 31, 2017. 
 
A MOTION WAS MADE by Cotton and seconded by Cope to enter into a new agreement with 
Slover & Loftus LLP for a one year period with a total contract amount of $50,000.00 to continue 
legal services relating to the Napa-Ravinia line and other rail issues. All present voted aye by roll 
call vote. The motion carried. 
 

********** 
 
Jundt presented the Board with information for the consideration of a property sale in Marshall 
County north of Jarrett Junction. The department proposes to exchange property owned by the 
department for property owned by Marshall County Regional Railroad Authority (MCRRA). The 
Board had previously authorized a property exchange, but due to new information received from 
the MRCRRA, the Department requested that the Board rescind the prior motion and adopt a new 
motion authorizing the exchange. 
 
A MOTION WAS MADE by Nelson and seconded by Cope to: (1) rescind the Board’s prior motion 
made at the October 18, 2017, meeting authorizing  the exchange of property with MCRRA; and 
(2) authorize the Department to execute all documents necessary to effect the exchange of the 
state owned real property for real property owned by MRCRRA owned property as demonstrated 
on the exhibit attached to the minutes as Exhibit A; and to reduce the amount of the MCRRA 
loan balance by $56,550.00 as part of the consideration for the exchange. All present voted aye 
by roll call vote. The motion carried. 
 

********** 
 
Jundt presented information to the Board for consideration of the Dakota Rail Park lease 
extension request. The Board had previously approved the Department to sell property to Dakota 
Rail Park based on appraisals and plats being completed by Dakota Rail Park. The appraisal is 
not yet complete and Dakota Rail Park is requesting a six-month time extension to the lease.  
 
A MOTION WAS MADE by Burket and seconded by Cotton to authorize the Department to 
execute all documents necessary to extend the Dakota Rail Park lease for an additional six 
months with the rest of the lease terms remaining unchanged. All present voted aye by roll call 
vote. The motion carried. 
 

********** 
 
Jundt presented information to the Board to consider a contract with Bowers & Company of New 
York for financial reviews of the state’s rail lines. The company has performed services in 35 
different states and has worked with 150 railroad companies over 45 years.  
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A MOTION WAS MADE by Cope and seconded by Burket to authorize the Department to execute 
all documents necessary to enter into a contract with Bowers & Company to conduct financial 
reviews relating to revenue on all state-owned railroad lines and to assist the Department in 
developing a formalized process for financial reviews to be performed in subsequent years, with 
a maximum contract amount of $25,000.00 for a one year period. All present voted aye by roll call 
vote. The motion carried. 
 

********** 
 
With the Board’s acquiescence, Jundt requested to take the D&I slide project update out of order. 
 
Jundt distributed handouts regarding the D&I slide project for review by the Board and discussed 
issues with the site. Jundt presented the topic for discussion only and requested the Board 
consider the topic at the next Board meeting when D&I Railroad Co. (D&I), has an opportunity to 
review the new information received from the Federal Railroad Administration and Iowa State 
Historical Preservation Office (SHPO).  At that time, the department and D&I will be prepared to 
discuss options and consider if the project should continue to move forward due to the 
archeological findings and increased costs. 
 
No action was taken and the item was tabled until the next Board meeting. 
 

********** 
 
Jack Dokken, Program Manager for the Office of Air, Rail, and Transit presented to the Board a 
request received from Dan Kuhlman for permission to remove approximately 670 cubic yards of 
borrow material from a section of state-owned railroad right of way approximately 2.5 miles east 
of Avon. The Department believes the removal of materials will benefit the state-owned railroad 
because it would reduce surface runoff and reduce drifting of snow in the area. 
 
A MOTION WAS MADE by Nelson and seconded by Burket to authorize the Department to 
execute an agreement allowing Dan Kuhlman to remove the requested borrow material but 
requiring Kuhlman to ensure proper grading and proper drainage so that there is no adverse 
impact to the railroad right of way or trackage. All present voted aye by roll call vote. The motion 
carried. 
 

********** 
 
Bergquist presented a request for the Board’s consideration to amend the lease agreement with 
Dakota Southern Railway Company (DSRC) for the Napa to Ravinia rail line to address disputed 
car storage revenue used to calculate rental payments owed to the state. A portion of the 
payments collected by DSRC under a separate customer agreement was for repayment to 
accounts receivable rather than car storage and should not be included in the revenue used to 
determine lease payments for car storage on the Napa to Ravinia line.  
 
Bergquist introduced Avory Beggs of DSRC to speak before the Board. Beggs proposed a 
maximum of $2.75 per car per day for car storage revenue relating to the disputed customer 
agreement for the period in question (all of 2016 and part of 2017).   
 
A MOTION WAS MADE by Burket and seconded by Cope to authorize the Department to enter 
into an amendment to the lease agreement to resolve the issue of payments due for car storage 
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revenue, so as not to consider accounts receivable funds as revenue for purposes of calculating 
the rent owed to the Department.  Under the amendment, the parties would agree to $2.75 per 
car per day revenue for car storage and the Department would receive 50% of that revenue 
payment as part of the total lease payment for the Napa to Ravinia line. All present voted aye by 
roll call vote. The motion carried. 
 

********** 
 

The Board requested a short break at 1:00 p.m. and reconvened at 1:14 p.m. 
 

********** 
With the Board’s approval, Bergquist requested to take the remaining agenda items out of order. 
 
Bergquist asked Chair Quenzer to allow Ken Cotton, attorney for the Mitchell to Rapid City 
Regional Rail Authority (“MRCRRA”), to brief the Board, at the end of the MRC line agenda items, 
on the issues discussed at the MRCRRA meeting held last Thursday. Bergquist suggested adding 
an agenda item in the future for the Board to receiving briefings on items discussed at regional 
railroad authority meetings. This will help improve communication between the Board and the 
regional railroad authorities. 
 
Under the agenda item concerning consideration of MRC issues, Bergquist requested to address 
the first and last of the four issues together, which are the Dakota Southern Private Trackage 
Agreement with Brule Terminaling, LLC and Dakota Southern’s Federal Railroad Administration 
(“FRA”) hazardous material car violations. Bergquist informed the Board that DSRC was cited for 
FRA violations relating to its handling of cars containing hazardous materials on the MRC line as 
well as a defect citation for violation of a private trackage agreement entered into between DSRC 
and Brule Terminaling LLC.  
 
Karla Engle, Office of Legal Counsel discussed the private trackage agreement and amendment 
to that agreement between DSRC and Brule Terminaling LLC relating to storage of railroad cars 
loaded with hazardous materials. Engle stated that she had received notice during this Board 
meeting that the private trackage agreement was terminated effective November 30, 2017. 
 
Quenzer requested a representative from DSRC address the issues with the FRA violations and 
the private trackage agreement and amendment. 
 
Heath Haden, DSRC addressed the Board and provided information regarding the FRA violations. 
DSRC crew members have now received extensive training on the regulations pertaining to the 
movements of tank cars containing hazardous materials and DSRC believes appropriate 
corrective action has been taken. 
 
Beggs addressed the Board and provided information regarding DSRC’s private trackage 
agreement and amendment. 
 
No action was taken by the Board. 
 

********** 
 
Dokken addressed the remaining two agenda items relating to MRC issues. Dokken indicated 
that Lynn Kennison of the Office of Air, Rail, & Transit visited the derailment site east of Kimball 
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during the week of December 11, 2017, and determined DSRC was actively working on cleanup 
of the site. DSRC anticipates the cleanup to be completed by the first part of January 2018. 
 
Dokken updated the Board regarding the FRA inspection conducted on November 29, 2017, by 
Dokken, the FRA Regional Chief Inspector, the FRA Regional Administrator, Mark Cutright, 
superintendent of DSRC, and Lynn Kennison. The original plan was to start at Kennebec and 
travel the line to Mitchell to review inspection notes FRA had given DSRC three months prior. The 
tour stopped at Oacoma because all of the FRA items appeared to have been resolved except 
for a bridge abutment issue. Dokken stated the inspection went well and DSRC had addressed 
FRA concerns. 
 

********** 
 
Quenzer requested to hear from the MRCRRA. Ken Cotton briefed the Board about MRCRRA’s 
semi-annual meeting held in Chamberlain. Ken Cotton discussed some issues that were raised 
during the meeting including a landowner’s claim against DSRC for loss of ash trees from an 
alleged fire in January 2015 in Kimball, weed control issues, timeliness of lease payments, and 
South Dakota Wheat Growers’ concerns about the storage of cars containing hazardous materials 
and the speed of operation on the MRC main line. Ken Cotton said the MRCRRA is looking into 
performing its own financial audit at MRCRRA’s expense.  
 

********** 
 
Dokken provided the following project updates: 

• RCP&E Tiger Project: The project is tracking to meet the deadlines as approved by FRA.  
Solicitation for proposals to construct the Huron Rehabilitation and the Siding in Philip is 
scheduled for January and the bid process will be performed by RCP&E.    

• RFP’s for Rail and OTM Salvage project: Proposals are due to the Department by 
December 22, 2017, at which time staff will review the proposals and recommend an 
award to the Board at the January meeting. 

• GIS mapping:  Work is progressing favorably and the consultant continues downloading 
railroad property information in an electronic map format with a completion date slated for 
2018. 

 
********** 

 
A MOTION WAS MADE by Cotton to adjourn and seconded by Nelson. 
 
With no other business to come before the Board, the meeting was adjourned at 2:25 p.m. 
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Exhibit A 
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Exhibit B 

December 18, 2017 

 

Harlan Quenzer 

2604 Thunderbird Drive 

Mitchell, SD 57301 

 

Re:  MRC and Dakota Southern 

 

Dear Mr. Quenzer, 

 

Even though I have retired from the South Dakota Department of Transportation, I have 
followed the media accounts of developments and issues surrounding the state-owned rail 
network. I am requesting that you make this letter available to the Board at your upcoming 
meeting.   

While I am proud of all the advancements on state owned rail during my time, I am especially 
proud of the MRC.  I am not just proud because we received funding for a couple grants I wrote, 
but of the time and effort of the staff and administration put in to make these very difficult 
projects successful.  The Railroad Board and the MRC Regional Railroad Authority also deserve 
a large chunk of credit. In my opinion, they made all the right decisions at the right time.  

I noticed in the media some controversy regarding the Dakota Southern and their operation of 
the line, and understand this is a topic for an upcoming board meeting.  I would like to provide 
some history on how the line arrived at the condition it is today, and some comments on the 
issues that are in front of the Board. 

By the time I arrived at DOT the MRC was only being operated to the box plant in Mitchell.  
There was an attempted move from Presho of loaded grain cars – the train moved at 3mph 
when it wasn’t stuck in the grass.  The line was in very, very poor condition.  The line consisted 
of mostly 65lb rail, whatever ties were left, sod (no ballast for 98% of the line) and gage rods. 
The then Dakota Southern(owned by Alex and Dick Huff) had pulled loaded cars over the 
Missouri River Bridge and for quite a distance west of Chamberlain – ruining and damaging 
many structures.  Mostly though – the condition was due to neglect, first by Milwaukee Road 
and then by Alex Huff who owned Dakota Southern.  

At that time in the late 1990’s and early 2000’s, the State of South Dakota spent a considerable 
amount of time trying to improve the state owned lines in order to maintain or increase traffic on 
the lines.  The previous federal funding source (the Local Freight Rail Assistance Program) had 
ended and the balance of the RR Trust Fund was not as large as it would become in later years.  
We were able to do a couple of projects that were paid for out of the “Amtrak Non Equity” fund.  
Those projects included work on the Britton Line and the core line.  However, the idea that we 
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would improve the MRC to the point where it could move 10,000 cars per year was more of a 
dream or fantasy – the amount of funding needed was so large as to be impossible to 
accomplish that kind of project.   

In my years at DOT as Program Manager of Air, Rail and Transit, I took a lot of calls from 
potential operators of state owned lines – they all had the same question:  How much money 
was the state going to put into the line to make it operational and maintain it? They were simply 
unwilling to provide monies to improve a property that was owned by the state. This question 
came up even during the solicitation for operators on the NAPA Line.  The idea that an operator 
on a state owned “local option” line would provide significant capital to improve that line simply 
was unheard of.  Why would a private company invest their capital into an asset they would 
never own? 

The TIGER II grant application was revolutionary in terms of forming a private / public 
partnership.  For the first time we had an operator willing to spend very significant money on an 
asset that was owned by the state. I said to people at that time “We do not have people lining up 
to spend millions of dollars improving a railroad they don’t own”.     

After Mike Williams bought Dakota Southern from the Huff brothers the TIGER II Notice of 
Funding Availability was published by USDOT.  I had been talking to Mr. Williams about 
possible ways to find funding to improve the line, so I called him and told him about the TIGER 
Grant.  I explained to Mike  that we had a decent chance, but needed non-State match money 
to have a competitive chance at the grant.  Mike Williams rose to the challenge and pledged $2 
million, the State and regional railroad authority funded the balance of the match and the grant 
was successful   

When we let the bids, we discovered we didn’t have enough money to complete the project. Mr. 
Williams contributed the remaining rail needed, that was estimated at an additional $1.5 million 
of materials..  The project would soon become successful.   

I do not know of any other entity that would have invested $3.5 million in an asset owned by the 
State, with the idea they could develop some industries on the line to gain the revenue to pay 
for the investment.  Without the investment by Mr. Williams, the project would never have been 
done and you would not be having this conversation today.  The MRC would still be in the mud 
with no traffic and no improvements.    

After and during that project the Huffs began a campaign against the MRC, Mike Williams, 
myself and the project.  I was very surprised to find out (based on what the Huffs were telling 
people) how much of a crook I was, despite not ever having served time or ever being arrested 
– unlike my accuser.  Their efforts to discredit the project and persons associated with has cost 
the state tens of thousands of dollars in increased testing (geometry car) and time to meet with 
FRA inspectors and many various audits. As I recall, the audits and various inspections never 
found anything of note. 

We didn’t have the funds to upgrade the bridges east of Chamberlain during the TGER II project 
and Mr. Williams took that on as a Dakota Southern funded project.  The value of these bridge 
repairs is probably in the millions of dollars. I was not at the state by the time it was completed, 
but the bridges that I inspected were reconstructed to a high standard. 
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We eventually received another TIGER Grant – this one to reconstruct from Chamberlain to 
Presho.  Again, the support and cooperation from the local communities, Rails to the Future, 
Dakota Southern, the Legislature, SDDOT, the MRCRRA and the SD Rail Road Board was 
amazing. With funds provided by the state, local communities and individual people, the Feds 
and $1.1 million in matching funds from Mr. Williams we were able to fund the project. This 
project was completed after I retired from DOT, but I hear that it looks very good.  

Between the two TIGER projects and a 3 ½ mile project to relay rail near Mitchell – 104 miles of 
rail was reconstructed.  Think of that for a second – 104 miles of a nearly worthless state owned 
asset was transformed into an economic engine in South Dakota.  Two shuttle elevators and 
another one on the way.  New business looking to locate on the line.  I had a farmer tell me that 
Kimball “absolutely put a floor on the price of grain” and it was “the best thing that ever 
happened to his operation”.  Think of what these elevators did for the people in Plankinton, 
Kimball, Kennebec and Presho.  It was, and still is astonishing what can be accomplished when 
people have a shared vision.   

I am unsure what the motivation of the Huff brothers is.  I recall speaing to Dick one day for well 
over an hour – I answered all his questions, corrected his incorrect factual assertions, and 
generally tried to work with him.  Very shortly later I heard him repeating his factually incorrect 
statements.  I was called by a contact at the BNSF asking if Richard Huff worked for the State.  I 
said he did not.  She indicated that Mr. Huff called her twice, posing as a state employee trying 
to get information about Dakota Southern and Railroad Material Salvage.  She also provided a 
transcript of that conversation.  Mr. Huff was contacted by law enforcement and told to cease 
and desist that behavior.   

Again, while I am uncertain of the motivations of the Huff brothers, I am certain that the constant 
barrage of accusations, misinformation, hard feelings, conspiracy theories and time and effort 
on the part of everyone to respond, damages the very good things that have come out of this 
project, and the people and institutions that made these dreams a reality. While I understand 
there are some issues that need to be resolved, they seem to me to be minor when compared 
to the scope of the accomplishment and the investments made by Williams and others.  It is 
very easy to be critical, and much more difficult to build something.  I request the Board 
consider this question during their deliberations: Who has done more to restore the MRC – the 
Huff brothers or the Williams?  I think the answer is obvious.   

I trust the SD Rail Road Board will once again do the right thing. 

Regards, 

 

Bruce Lindholm 

          

 

 


