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Summary of Ex Parte Meeting Between Solvay America, Inc. and
Vice-Chairman Daniel R. Elliott III

June 28, 2017, 9:30-10:15 AM

Solvay Attendees: Mike Lacey, President; Frank DeCastro, Purchasing Director, Domestic
Transportation; Arienne Brint, VP, Government and Public Affairs; Jeff Moreno, Outside
Transportation Counsel

STB Attendees: Daniel Elliott, Vice-Chairman; Janie Sheng, Attorney Advisor

The meeting began with introductions. Solvay distributed a PowerPoint presentation to guide the
discussion. Solvay provided background on the company and its world-wide operations, with a
particular focus on its North American business which has grown from 10% to 30% of global net
sales over the last decade and which is a net exporter.

The focus of the discussion turned to Solvay’s soda ash and derivatives business, which is
heavily rail dependent. Solvay is one of four soda ash producers in Green River, WY, which has
80% of the world’s known deposits. Most other producers in the world produce synthetic soda
ash, which is more costly to produce. Soda ash has numerous applications in the industrial,
construction, healthcare, agriculture and energy industries and is best known as a critical material
for producing glass.

Solvay explained that it depends upon rail for more than 95% of its soda ash shipments from
Green River and is captive to a single railroad that serves the area. Solvay exports 50-60% of its
soda ash production, most of which moves to Gulf and West Coast ports for export. Most of
Solvay’s domestic customers are located in the East and receive rail shipments in manifest
service. That business soon will be under threat from new production in Turkey. Although
Solvay has more efficient production, the cost of rail transportation to the east is about three
times more than the shipping cost from Turkey, which will erode Solvay’s ability to compete
with imports from halfway around the world. Similarly, rail costs on export shipments erode
Solvay’s efficiency advantage that has enabled it to sell soda ash in China and Southeast Asia in
competition with synthetic production in those regions. Rail freight costs are about 32% of
Solvay’s net sales of soda ash and derivatives in North America. As the rail industry attempts to
capture Solvay’s efficiency gains for itself, it discourages new investments by Solvay and
threatens the competitiveness of Solvay’s existing business.

Solvay identified two locations where it receives competitive rail service. Although these
locations do not ship large volumes by rail, their rail freight costs are 30-50% lower than captive
locations. In addition to rate differentials, Solvay also receives better rail service. Solvay



described the general unresponsiveness of its rail providers and lack of communication, which
has been a negative for Solvay’s business.

Solvay acknowledged that reciprocal switching will not benefit it at Green River where most of
its rail traffic originates because there is not an alternate railroad nearby. Solvay, however,
presented some examples of how it could benefit from competition created by switching near
east coast customer destinations, in an effort to remain competitive with foreign imports. Solvay
also presented an example where reciprocal switching could encourage the use of a more
efficient competitor.

Next, Solvay explained that reciprocal switching is deregulatory because it reduces reliance upon
regulation to ensure reasonable rates by reducing captivity to just short bottlenecks at the origin
or destination. In response to rail industry claims that reciprocal switching is inherently
inefficient and will cause operational problems, Solvay expressed confidence in the proposed
case-by-case approach to identify such situations and noted that the rail industry has posited a
series of “worst case” scenarios as if they are typical. Solvay noted that it will not have any
incentive to use reciprocal switching when it will be less efficient, whereas reciprocal switching
will create opportunities to use more efficient options that currently are foreclosed. In addition,
Solvay will continue to commit switched traffic through contracts that provide the railroad with
predictable and stable volumes for the duration of the contract. This is precisely what occurs
today at competitive locations.

Solvay concluded by expressing its overall support for the Board’s proposed rules, but stressed
the need to avoid a process that resembles the complexity, length and cost of rate cases. Solvay
also stressed the importance of a reasonable switch fee that does not include lost profits for the
incumbent railroad. Solvay reiterated the importance of rail competition for the domestic
economy and global competitiveness of American industry. Finally, Solvay expressed its
support for the rail industry because of its importance to U.S. industry, but the rail industry must
be efficient for U.S. industry to be competitive in international markets and reduce the threat of
imports to domestic markets. Solvay desires a strong, efficient, and healthy rail industry which
is best attained through competition.
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Rail Service is a Critical Component of Solvay’s Supply
Chain

18

Solvay ships by rail sodium products, peroxides,
fluorides, surfactants and other very important
chemicals.

Solvay handles about 34,600 rail shipments
annually moving approximately 3.6 million tons at
a cost of around $175 million with a fleet of 3,700
railcars.

88% of the total Solvay rail volume corresponds
to Soda Ash & Derivatives products.

For Soda Ash & Derivatives in North America, rail
freight cost is about 32% of its net sales.

Solvay Group
June 2017
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Rail Service is a Critical Component of Solvay’s Global
Supply Chain

*  Solvay ships on 344 different rail routes (origin
-destination pairs) across North America, of
which 245 lanes (71%) are captive to a single .
railroad, either at origin, destination, or both.

Solvay Shipping Locations

L d g
«  Solvay is captive to a single railroad at its
major shipping Iocatlo_n, Green River, WY @ °
from where soda ash is shipped domestically — [
and worldwide. ° o "0
o © ®. o
*  Solvay relies heavily on rail transportation due ; PS
to the high volumes shipped and long ° 2 %20
distances covered to serve its customers o
domestically and all over the World. l‘ogi
Daestinations
*  For the export of soda ash, Solvay moves unit ,"
trains to export terminals in the Gulf and _
Pacific Northwest coasts. €= Export Locations
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Benefits of Rail Competition

15

Solvay has two shipping locations that benefit

from rail competition, which has contributed to

improved service and reduced rail freight costs
by 30% to 50% in average.

Solvay believes that competition in rail service
will make the railroads creative, innovative and
customer focused.

Rail competition will promote new export
business opportunities by introducing competitive
logistic costs and better service.

Lack of rail competition will have a negative
effect on business for all parties involved,
including the railroads.

In summary, at those shipping locations that
enjoy competition, Solvay experiences better
service at competitive costs, which helps in the
development of new business opportunities,
benefiting all parties involved in the supply chain.

Solvay Group
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Reciprocal Switching Opportunities

Soda Ash Export Terminal in Galveston, TX

NS

*  The following are examples of locations where
Solvay and its customers could potentially benefit
from reciprocal switching:

v Church Hill, TN (soda ash, destination)
v" Westover, GA (soda ash, destination)
v Bayport, TX (surfactants, origin)

* In addition, Solvay has about 40 other routes where
reciprocal switching could potentially improve cost
and service.

*  Reciprocal switching will introduce “some”
competition in the rail industry which may
potentially open more opportunities to develop new
business growth and/or promote production
expansions in the US.

Solvay Group ¢ | -
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Case 1: Reciprocal Switching at Church Hill, TN

\"_\_q_/.,_

«  Solvay currently ships soda ash to a e

customer located in Church Hill, TN. _ _
Railroad B Route to Frisco, TN —]

Interchange with Railroad A o
«  Solvay’s customer is captive on

railroad A (green).
. . . /ER}%TN
* Aninterchange station is located 8
miles away in Frisco, TN, where
railroad B (red) can switch with 8.2 mile reciprocal switch between Frisco, TN &

railroad A (green). Church Hill, TN
Note: Kingsport, TN is a 14 miles
reciprocal switch with Railroad B

*  Solvay ships approximately 660
carloads a year to this location.

HOLSTON

" RRA
*  Solvay estimates savings of about RR B

. . CHURCH HILL, TN
~48% based on current rail rate if NEW CALTON

reciprocal switching existed at Frisco.
GREENLAND Railroad A Route Q_T?T_',
to Church Hill, TN Destination

asking mone from chemistry®
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Case 2: Reciprocal Switching at Westover, GA

18

Solvay currently ships soda ash to a

customer located in Westover, GA

Solvay’s customer is captive on
railroad A (green)

An interchange station is located 5
miles away in Augusta, GA, where
railroad B (red) can switch with
railroad A (green)

Solvay ships approximately 232
carloads a year to this location

Solvay estimates savings of about
~52% based on current rail rate if
reciprocal switching existed in
Augusta.

Solvay Group
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Railroad B Route to Augusta, GA \‘ /

Interchange with

WHELESS —
ERS

Railroad A

AUGUSTA=GA

5 mile reciprocal switch between

Augusta, GA
and Westover, GA

DE BRUCE

GRACEWOOD

WESTOVER, GA

5 AUGUSTA \
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RR B
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Case 3: Reciprocal Switching and Operational Efficiency
at Bayport, TX

*  Solvay has a plant in Bayport, TX that ships [
surfactants, among other chemicals, to "wa"'f;* T
| t in the US \ e Railroad B Route
several cusiomers In the : . 29 miles to/from Houston
[l I‘I s
*  The area of Bayport, TX is served by both Y \\\
railroads A and B, but railroad B is not \ \. P
allowed access to the Solvay site at Bayport. \
|III ‘-\\ I.l'f':@ﬂﬂ1
* Railroad A limitation increases transit times "-\ d’,b 2, \ i b
\ /‘ % HYCE STORADE
to/from Bayport, TX. \ ENCY \ '
\ 9% . \
. . . \ o, P Y \
+ Railroad B provides lower cost of service \ "’,56%& ) o X
into/out of Bayport and is trying to gain \ %,6 ‘"“‘:{“"
access to Solvay. ? \ “
H"“'-«.__ II'. ERCKINSON \
\m,____% I"-I k_\\-
x!\xx \
s RR A s = N
RRB "--.____\_H ""-.__ Ine::
e s N
‘ PCMLERAS I3 Copyright I ALK T eohnolodeen 30 14 o ‘ H\\\H 2 \-“\

T

Bayport Site in Texas
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STB’s Reciprocal Switching Proposal

*  Solvay strongly supports STB’s reciprocal switching proposal.

*  The STB’s reciprocal switching proposal has the potential to promote competition for captive
shippers, driving improved performance for all parties involved, including the railroads.

*  Reciprocal switching is working well in Canada, where it is automatically available to any shipper
within a specified distance of an interchange. In fact, there are initiatives to increase this distance
even further, a testament that this program works well with the right set of rules and mindset.

* Reciprocal switching has the potential to create
operational efficiencies through competition by
reducing shipment lengths and transit times, with
net benefits to all parties.

20 Solvay Group S SOLVAY
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Reciprocal Switching is Deregulatory

«  Captive rail segments, even very short ones, allow a railroad its long-haul, despite the
presence of a competitive railroad over most of that distance.

v" Shippers currently must invoke STB regulatory remedies for the entire distance.

v Reciprocal switching reduces dependence upon STB regulation to just the
bottleneck segment.

v Reciprocal switching reduces cost and complexity of invoking regulatory remedies.

30 Miles 470 Miles
i RR1 |
RR1 — T~
Origin X\ - Destination
RR2

Solvay Group ! | ‘ o
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Railroads Overstate Operational Impacts

* Railroads forecast operational problems based upon hypothetical worst case scenarios.
v STB’s case-by-case approach can address such scenarios if and when they arise.
v" Railroads ignore reciprocal switching scenarios that do not increase interchanges.
v" Railroads understate their ability to adjust operations to fit changing traffic patterns.

* Solvay has no incentive to use reciprocal switching when it will be less efficient.
v The incumbent railroad’s efficiency loss is the alternate railroad’s efficiency gain.
v" The railroad with the most to gain will win the traffic in a competitive setting.

«  Solvay will continue to commit switched traffic through contracts that provide both it and
railroads with predictable and stable volumes.

v" Solvay will treat switched traffic the same as it does other competitive traffic.

Solvay Group : I
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Reciprocal Switching Must Be Accessible

* Solvay supports the procedural proposals of the Shipper Coalition.

v Do not permit reciprocal switching to take on the complexity, length or cost of rate
cases.

v" Establish a process with clear standards and a fixed timeline.

« STB must ensure a reasonable access fee.
v" If access fee includes lost profits, reciprocal switching will be meaningless.

v" Shippers need the ability to challenge access fee even if railroads agree, because
competition in a duopoly market is not assured even with reciprocal switching.
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Conclusion

» The rail industry is critically important to shippers, and to the US economy, and should
enhance business growth rather than becoming a road block.

» Rail shippers and the railroad industry in general will benefit from the efficiencies that
reciprocal switching will bring.

» Rail service and cost will dictate where reciprocal switching is used.

» Reciprocal switching may stimulate shippers to invest more in production assets and
expansions in the US, which will have a net benefit to all parties.

» Reciprocal switching reduces uncertainty in the rail service and cost, which helps build
confidence in current and future business development.

» Reciprocal switching will help make'the US more competitive in external markets and
will reduce the potential of threats from imports.
‘ é _

> Reciprocal switching is prévén to Work, as is the case in Canada.
4, 1 .

» Must look at reciprocél SV\\/i'tching‘as a net gain for all and not asa gaih/les for an
individual party. -

Solvay fully supporfs 7S'I:B’s Reciprocal Switching Proposal

Solvay Group .
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Thank You!

www.solvay.com SD LUAV

asking mare from chemist




	1
	2



