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Rescuing a Railroad/Building a Future: A Case Study of the Oregon
International Port of Coos Bay Acquisition of the Coos Bay Rail Line
Back in 1916, a group of entrepreneurs completed a 111-mile long rail line linking a small
existing rail system in Coos County, Oregon, with the western U.S. rail system at Eugene,
Oregon. That rail line, an engineering marvel, passes through spectacular scenery as it winds it
way through the Coast Range. For decades the Coos Bay Branch line served as an economic
lifeline for communities and businesses on the Southern Oregon Coast.
Coos Bay Rail Line – Douglas County

Then, on September 21, 2007, with one
day’s notice, the Central Oregon & Pacific
Railroad (CORP) announced it would
immediately shut down the Coos Bay
Branch line between Vaughn, Oregon, and
Coquille, Oregon, through an embargo
filed with the U.S. Surface Transportation
Board (STB).
Of course, that awful news created a furor
on the South Coast.

The Southern Oregon Coast’s major
manufacturers scrambled to find
transportation alternatives to move product
to market. Companies such as GeorgiaPacific, Roseburg Forest Products, Coos
Head Forest Products, American Bridge,
Southport Forest Products, AmeriGas and
Ferrell Gas were forced to shift to truck
transportation with a 50 percent increase
in shipping costs. The Oregon
International Port of Coos Bay and the
	
   Oregon Business Development
Department (Business Oregon) estimated
conservatively that the closure of the rail line put 750 direct family wage jobs at risk, with an
additional 2,000 indirect and induced jobs also in jeopardy.

CORP justified the abrupt closure by saying inspections revealed three of the nine tunnels on the
line were unsafe. The Federal Railroad Administration (FRA) dispatched a team of inspectors to
the scene. The FRA inspectors verified the tunnels did not meet FRA safety standards following
decades of deferred maintenance on the line.
CORP had no intention of repairing the tunnels. The railroad stated in its press release: “The
Coos Bay line just doesn’t have enough business on it today to justify us
making the repairs.” CORP’s statement also noted, however, that the
rail line could be reopened to support a container terminal at Coos Bay
—if such a terminal was developed.
Manufacturers, state officials and Southern Oregon Coast officials were
outraged, as was CORP’s former general manager, Dan Lovelady, who
	
   left the company in 2006 to manage the City of Prineville Railway.
Lovelady said, “More than anything, I think it was the way CORP handled the closing of the
line. It was the lack of notice. That’s what caused the hard feelings.”

Courtesy of OR. Int. Port of Coos Bay
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Under federal law (the Surface Transportation Act, 49 U.S.C. 1110(a)), rail carriers have an
obligation to provide rail service upon reasonable request. A carrier can temporarily suspend
service to customers. But, it takes an event, such as a flood, sudden tunnel collapse, or even a
spike in congestion to justify the cessation of service through an embargo. From a legal
perspective, when CORP abruptly closed the rail line without issuing a schedule for restoring the
service, it constituted an unlawful abandonment.
During February 2008, Oregon Governor Ted Kulongoski entered into the debate. He sent a
letter to CORP’s parent company RailAmerica Inc., demanding the railroad fix the tunnels and
re-open the line. CORP claimed it lost $1.5 million a year operating the Coos Bay line. CORP
also contended it would take more than $9 million for minimal tunnel repairs, and it would
require approximately $23.3 million in overall
capital investment to restore the Coos Bay line to
a condition CORP deemed serviceable in the long
run.
As the controversy mushroomed, U.S. Senator
Gordon Smith weighed in. The World (Coos Bay
newspaper), quoted Senator Smith in October
2007, as saying, “It will re-open. They’re either
going to fix it, or they’re going to lose it.”
In January 2008, a high-level meeting was held in
the Oregon State Capitol. Governor Kulongoski
and Congressman Peter DeFazio met with
RailAmerica (a subsidiary of equity fund manager
Fortress Investment Group, LLC), which
proposed to the State of Oregon that it would
Oregon State Capitol
	
   spend $4.66 million to restore rail service to Coos
Bay. But, the rest of the money, nearly $19 million, had to come from the State of Oregon.
Governor Kulongoski told RailAmerica officials for that scale of investment the State of Oregon
must have an equity stake in the rail line.
After the meeting Congressman DeFazio commented, “The Governor was fabulous. He wants
that line reopened.”
Later, RailAmerica informed Governor Kulongoski that it would not provide the state equity in
the rail line. The stalemate continued until July 2008 when RailAmerica sought authority from
the federal government through the Surface Transportation Board (STB) to abandon the rail line.

The Oregon International Port of Coos Bay Purchases the Rail Line
As the controversy deepened, the Oregon International Port of Coos Bay
officials determined the rail line had to come under public ownership.
Port Chief Commercial Officer Martin Callery (photo right) provided an
insider’s account of the events leading to the Port Commission’s decision to
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purchase the rail line. Callery said, “It was a necessity. If our Commission didn’t step up, we
were going to lose the rail line. It would have been devastating to the South Coast.”
Other experts agree. If CORP received approval to abandon the rail line the company would
have dismantled the railroad, scrapped the steel, and freight rail service would have been lost
forever. With more than 150 water crossings and given present-day permitting requirements, the
cost would be prohibitive to replace the infrastructure.
Swing Bridge at Coos Bay

Callery said, “On
July 11, 2008 the Oregon
International Port of Coos
Bay filed a Feeder Line
Application (FLA) with the
STB. The Port spent one
year and nearly $2 million
in legal fees pursuing the
	
   FLA application and

fighting CORP’s attempt to abandon the line.”
The cost of litigation was shared with project partners. The STB approved the Oregon
International Port of Coos Bay’s FLA application and the Port closed the purchase transaction on
March 13, 2009.
According to Callery, “But, the story of the Port’s involvement in rail and eventually moving to
save the rail line truly began during November 1992. That’s when two guys from the Southern
Pacific (SP) Railroad (SP owned the rail line back then) told us SP was not prepared to
rehabilitate the big swing span bridge crossing Coos Bay. That was the first wake up call. We
began to have meetings about that bridge. That’s when we got Congressman DeFazio involved.”
Bob Melbo, the State Rail Planner at the Oregon Department of Transportation (ODOT) Rail
Division commented, “What’s remarkable about the Coos Bay rail line, compared with other rail
lines on the coast, are the favorable grades. That provides real operating advantages.” Dan
Lovelady, who now is the Oregon International Port of Coos Bay’s Rail Line Rehabilitation
Project Manager overseeing the rail line’s rehabilitation, agrees with Bob Melbo. Lovelady said,
“The ruling grade is 0.6%. That’s real flat. The curves aren’t bad either.”
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During construction between 1909 and 1916, it took nine tunnels and more than 150 water
crossings (including three major swing-span bridges) to make that level grade possible. The
three swing-span bridges—favorites for railroad buffs—cross the Siuslaw River, the Umpqua
River, and Coos Bay.
In the end, what really makes the Coos Bay rail line valuable is: (1) the connection to the Union
Pacific (UP) Railroad (a Class 1 railroad) and the North American rail system at Eugene;
(2) access to marine terminals in the Coos Bay harbor situated on the deep-draft navigation
channel, which boasts short vessel transits of eight to 15 miles from terminal to Pacific Ocean;
and (3) access to developable industrial sites in western Lane, western Douglas and Coos
Counties.
Starting in 1992, the Oregon International Port of Coos Bay launched a dizzying succession of
studies, legal actions, acquisitions, and successful state and federal grant applications. Each
action provided a strategic piece of the puzzle. Looking back, key themes emerged:
• The Oregon International Port of Coos Bay enlisted the bipartisan aid of partners—state
and federal legislators, and state and federal agencies. State Senators Joanne Verger and
Jeff Kruse, House Co-Speakers Arnie Roblan and Bruce Hanna and State Representative
Wayne Krieger were and are strong advocates of the Port and the Coos Bay rail line, as is
U.S. Congressman Peter DeFazio. Former U.S. Senator Gordon Smith was, and Senators
Ron Wyden and Jeff Merkley also are staunch supporters.
• The Oregon International Port of
Coos Bay stayed focused on its
core mission of restoring rail
service from Coquille through
Coos Bay and North Bend, to
Eugene.
	
  
Momentum built as the Port moved
forward. Port staff hired consultants, including CORP’s former general manager, who
understands railroads and this
Congressman Peter DeFazio (left); Port Manager Jeff Bishop; Port
Commissioner Caddy McKeown (Courtesy of OR. Int. Port of Coos Bay)
rail line. The Port prepared a
business plan demonstrating
that even existing volumes of
shipping traffic from the
Southern Oregon Coast would
cover the operating costs of the
rail line.
When the Oregon International
Port of Coos Bay executed the
$16.6 million purchase of the
line on March 13, 2009,
Business Oregon arranged the
financing package, which
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included $5.4 million of debt. The U.S. Congress and the Oregon Transportation Commission
reprogrammed existing grants to the Oregon International Port of Coos Bay to underwrite the
balance of the purchase price set by the STB.
The Port applied to the American Association of Railroads (AAR) for the Coos Bay Rail Link–
CBR designation as the reporting mark for the operating entity providing train service and dayto-day maintenance on the Coos Bay rail line, and resumed operations on the Eugene to Cordes
(North Spit) section in early October 2011. When the current rehabilitation work is complete,
the Port will have invested approximately $32.5 million to rehabilitate and upgrade the rail line
including a $13.5 million TIGER II grant (Transportation Investment Generating Economic
Recovery). Replacement cost for the rail line today would be in excess of $250 million. The
overall rehabilitation will upgrade the line to increase train speed, which in turn, will
substantially improve operational efficiencies of the Coos Bay Rail Link–CBR.

New Opportunities Beckon
It was during the discussions over the potential siting of the Jordan Cove Energy Project’s
(JCEP) liquefied natural gas (LNG) terminal that Weyerhaeuser Company agreed to sell nearly
1,300 acres of industrial property on Coos Bay’s North Spit to the Port. And while the terms of
that property transaction have changed, as have the potential property owners, the North Spit
property still represents critical potential for future marine cargo development.
With the ownership of a freight rail line that accesses large parcels of water-dependent
industrially zoned property on the North Spit, the Oregon International Port of Coos Bay has
entered a whole new league. Three major industrial development possibilities are in play at the
North Spit: 1) a potential LNG transshipment facility; 2) a multi-purpose bulk cargo berth; and
3) a 2 million 20-foot equivalent unit (TEU) intermodal container terminal.
To understand the opportunities in the Coos Bay harbor, people need to understand the changing
economy in China, especially Northern China, according to Michael Zachary, principle
consultant with the engineering-construction consulting firm Parsons Brinkerhoff. Zachary’s
company is working on a marketing study for the Port of Coos Bay. Zachary explained: “In the
next few years the Chinese are going to spend billions of dollars to develop infrastructure. That
supports a huge export market for American products like coal, potash and agricultural products.
That, in turn, creates opportunities for bulk cargo facilities in Coos Bay. When you add the
growth story of India and South East Asia, that’s driving up volumes of container traffic.”
Zachary stressed the importance of the Coos Bay rail line. He noted, “Taking care of that rail
line was essential. Coos Bay is strategically located. You’ve got a straight shot east back to
those big markets. It’s a matter of time before some of those projects happen in Coos Bay. The
Port is doing a great job finding their niche.”
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Here’s the other reason some shipping
companies began to approach the Oregon
International Port of Coos Bay about
becoming a “gateway” intermodal
container facility where large container
ships unload cargo onto unit trains (80120 cars, double-stacked containers) for
rapid shipment to inland and eastern
markets. The Coos Bay rail line’s access
to the mainline and the North American
rail system in Eugene made that possible.
Pacific Rim Shippers are using larger
vessels to move containers. At present,
Courtesy of OR. Int. Port of Coos Bay
the average vessel calling at U.S. West
Coast ports carries 6,500 containers. The larger Post-Panamax vessels (1,325 feet in length/195
feet wide) are capable of carrying 12,000 TEUs (twenty-foot equivalent unit) are becoming more
common.
The proposed Oregon Gateway project would encompass 200-300 acres of marine industrial
property. That means a throughput of 2 million to 2.5 million TEUs per year. The private sector
investment is estimated to be between $450 million and $750 million over six to eight years. If
developed, the Oregon Gateway project would serve as an import and export facility.
Because of the project’s potential, political support for this component of the Oregon Gateway
project from all political levels has been bipartisan and overwhelming.
	
  

Getting a Head Start on Permitting

The North Spit

The advantage in the Coos Bay harbor
is having undeveloped industrial land
in close proximity to the ocean and a
deep-draft navigation channel. Even
so, it will be a big project to make
North Spit sites shovel-ready for
major shipping facilities. The Port is
currently involved in the feasibility
analysis of deepening the channel
from the jetties to the railroad bridge,
with the channel going from 37 feet to
49 feet deep, and the width increasing
from 300 feet to 450 feet.
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Courtesy of OR. Int. Port of Coos Bay

	
  
Given the scale of proposed improvements, further studies may show the jetties need
modification beyond the current need for rehabilitation. And, new terminals will need to be
constructed, supported by additional improvements planned for the Coos Bay rail line.
In anticipation of diversified maritime commerce for the Coos Bay harbor, the Oregon
International Port of Coos Bay initiated a scoping report in 2007 for the Draft Feasibility Study
and Environmental Impacts Statement
Oyster Harvest at Coos Bay
(FS/DEIS) for the “Modification of the
Coos Bay Navigational Channel”
(released, May 2008). The scoping effort
involved public outreach and the
engagement of all state and federal
agencies with regulatory responsibilities.
Under Section 203 of the Water Resources
Development Act of 1986 a “non-federal
interest”—the Oregon International Port of
Coos Bay—could undertake a Section 203
study to determine whether a federal
interest exists in implementing the channel
modifications. The U.S. Army Corps of
Engineers must observe the National Environmental Policy Act (NEPA).
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The scoping report outlines the regulatory challenges.
To provide mitigation development of
in-water and wetland areas, federal
agencies are signaling that an
ecosystem restoration program in Coos
Bay will be required. Over the past
century, industrial, agricultural and
residential activity has led to the filling
of areas of estuary and adjacent
freshwater wetlands. As such,
excellent opportunities for mitigation
exist.

Lower Coos Bay

The Oregon International Port of Coos
	
   Bay has maintained categorically,
there must be a net benefit to the area’s
environment from the channel modifications. The Environmental Protection Agency (EPA)
commentary reinforces that view. EPA staff went on record saying the ecological restoration
program must be considered “within the context of a holistic watershed plan”
(February 15, 2008, letter from Teresa Kubo of EPA, NEPA Reviewer, to Eric Blum, U.S. Army
Corps of Engineers, Portland District). And, under federal and state regulatory programs, the
design of the channel modifications must avoid and minimize impacts to the environment.

Oregon Makes Transportation a Priority
When CORP closed the rail line in 2007, a sea change
of thinking already had taken place within Oregon’s
transportation circles. In September 2006, the Oregon
Transportation Commission (OTC) adopted a new
Oregon Transportation Plan (OTP) updating the
earlier 1992 version.
With the updated OTP strategic investments,
optimizing the existing transportation system’s
performance system became a priority. The State
of Oregon began to target bottlenecks in the
transportation system, especially when they impeded
the flow of freight. At the core of the new OTP was
the policy that Oregon’s transportation system needed
to be multimodal.
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In 2005, the Oregon Legislature enacted ConnectOregon I—a $100 million grant program using
lottery-backed bonds for multimodal projects. All over
Oregon, compelling multimodal projects were identified
and built. The Oregon Legislature, in 2007, enacted
ConnectOregon II with another $100 million and the
2009 Oregon Legislature authorized a similarly-funded
ConnectOregon III. Even as it struggled to balance the
state’s budget, the Oregon Legislature managed to fund
a scaled down version of ConnectOregon IV at $40
million. In recent years, the Oregon Legislature also
enacted the Oregon Transportation Investment Act
(OTIA). OTIA investments enabled ODOT to address
backlogs in bridge maintenance and replacement.
Keeping freight moving to Oregon communities created
the sense of urgency to launch OTIA.
In August 2010, the Rail Division of ODOT transmitted
	
   to the OTC and the Oregon Legislature The Oregon Rail
Study. Also, the OTC, on June 15, 2011, adopted The
Oregon Freight Plan (OFP). Both of these comprehensive studies identify many opportunities to
target investments in multimodal infrastructure.

Coos Bay Rail Line

	
  

	
  

At the time the Oregon International Port of Coos Bay stepped up to save the Coos Bay rail line
and set the stage for major economic revitalization of the Southern Oregon Coast, the State of
Oregon was in a position, working with Oregon’s Congressional Delegation, to support the
process.
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Photo Courtesy of OR. Int. Port of Coos Bay

Concluding Observations
In retrospect, multi-modal
transportation advocates could argue
that CORP did the state and the
Southern Oregon Coast a favor when
it abruptly shut down the rail line to
Eugene. CORP cleared the way for
the rail line to come under public
ownership and undergo long overdue
rehabilitation and investment.
The Oregon International Port of Coos
Bay has positioned itself to be the
owner of a tremendously valuable rail
line. The Port’s Dan Lovelady said,
	
   “I don’t think any railroad, in this day
and age, with pressures to show
profitability, could have justified making the big investments to keep the Coos Bay rail line
operational.”
Oregon has just proven that cooperative local, state and federal leadership can preserve critical
multi-modal transportation facilities. The challenge now will be to maintain an adequate level of
freight traffic to pay for the maintenance and continued improvement of the Coos Bay rail line.
Given the global economic trends described above, and, the unique geographic assets of Coos
Bay, the outlook that they can make that work is excellent.
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Information about OCZMA
The Oregon Coastal Zone Management Association
(OCZMA), formed in 1976 under ORS Chapter 190, is a
voluntary association of coastal counties, cities, ports,
soil & water conservation districts, and the Coquille Indian
Tribe on the Oregon Coast established to provide a forum
for the resolution of issues of particular concern to the local
governments of the coast and the people they represent.

Association Officers
Peter Huhtala • Chair (Clatsop County)
Ted Freeman • Vice-Chair (Port of Brookings Harbor)
Tim Josi • Secretary-Treasurer (Tillamook County)
FY 2011-12

Association Staff
Onno Husing • Executive Director
Georgia York • Executive Assistant

Telephone: 541-265-8918; 541-265-6651
Fax: (541) 265-5241
E-mail Addresses: onno@oczma.org;
georgia@oczma.org
Web Site: www.oczma.org

P.O. Box 1033; 313 SW 2nd, Suite C
Newport, Oregon 97365

Association Membership
Clatsop County
Coos County
Curry County
Douglas County
Lane County
Lincoln County
Tillamook County
City of Brookings
City of Cannon Beach
City of Coos Bay

Port of Alsea
Port of Astoria
Port of Bandon
Port of Brookings Harbor
Oregon International Port
of Coos Bay
Port of Garibaldi
Port of Gold Beach
Port of Nehalem
Port of Newport

City of Depoe Bay
City of Florence
City of Garibaldi
City of Lakeside
City of Lincoln City
City of Manzanita

Port of Port Orford
Port of Siuslaw
Port of Tillamook Bay
Port of Toledo
Port of Umpqua
Clatsop SWCD

City of Nehalem
City of Newport
City of North Bend
City of Port Orford
City of Reedsport
City of Rockaway Beach
City of Tillamook
City of Toledo
City of Yachats

Coos SWCD
Curry SWCD
Lincoln SWCD
Siuslaw SWCD
Tillamook SWCD
Umpqua SWCD
Coquille Indian Tribe

