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BAYPORT, TEXAS BUILD OUT

SAN JACINTO RAIL LIMITED

Construction is scheduled to begin this fall on the San Jacinto Rail Link, an 11 – 14 mile “build out” to the Bayport, Texas Industrial District or “Bayport Loop”.  The “build out” project is being undertaken by San Jacinto Rail Limited, a partnership of the Burlington Northern and Santa Fe Railway Company and four chemical companies that will be served by the new line:  ATOFINA Petrochemicals, Inc., Basell USA Inc., Equistar Chemicals, LP and Lyondell Chemical Company.  The project cost is $80 million.

Currently, the Union Pacific Railroad provides exclusive service to the “Bayport Loop” companies.  As a result of this captivity, the four chemical companies often pay twice the level of rail rates that they would pay if they had access to rail competition.   These excessive rail rates are jeopardizing the economic viability of the four chemical plants, each of which operates in a very competitive global market.

Prior to the 1996 merger of the Southern Pacific and the Union Pacific Railroads, the Bayport Loop was served exclusively by the Southern Pacific.  However, the Union Pacific had the option at that time to build a line into the Bayport Loop off of a line it owns called the Galveston Houston and Henderson Route.  Obviously, with the merger, the Union Pacific became the exclusive rail line into the Bayport Loop and had no incentive to create competition with itself.  Moreover, the Union Pacific refused to deliver chemical cars from the Bayport Loop across its bottleneck facility to the Burlington Northern Railroad, which is located nearby.

Thus, during the UP/SP merger proceeding, the Surface Transportation Board granted the Burlington Northern Santa Fe Railroad the right to “stand in the shoes” of the UP to provide competition into the Bayport Loop.  As part of the UP/SP merger approval process, the STB granted the BNSF trackage rights across UP’s Galveston Houston and Henderson Route and the right to build a single line into the Bayport Loop.  The San Jacinto Rail Link project is the culmination of the rights granted BNSF in the UP/SP merger.

The current annual rail car volume generated from the Bayport Loop is approximately 47,000 loaded cars.  The San Jacinto Rail Link, when completed in late 2004 or early 2005, expects to carry 13,000 of those cars annually, with volume growing in the foreseeable future to approximately 23,000 cars – or about half the volume carried by UP now.  The partners in the San Jacinto Rail Link believe that their investment of $80 million will be paid back in a reasonable period of time through reduced transportation rates and, in the case of BNSF, increased rail business.
While the San Jacinto Rail Link will provide many benefits, the primary reason for the project, at least for the chemical companies, is to gain access to rail competition.  The current rail service into the Bayport Loop is not capacity constrained.  Thus, the four chemical companies, at least, would not have had the incentive to invest these funds if the Union Pacific had agreed to move the chemical company cars across its bottleneck facilities to the Burlington Northern Railroad, which is located 11 to 14 miles from the plants.

SOURCE:  Web site of the San Jacinto Rail Link:  www.sanjacintorail.com

