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John W. Gohmann, President
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Via US Mail

Mr. Vernon L. Williams, Secretary,
US Surface Transportation Board
Washington, DC

RE: Ex PARTE 661, Fuel Surcharge

Dear Mr. Williams

Enclosed is the original and 14 copies of our response and comments to
the filings in this case.

Thank you very much.

Sincerely,

.ann, President
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SMALL RAILROAD BUSINESS OWNERS OF AMERICA
MINNESOTA COMMERCIAL RAILWAY COMPANY

Comments in Response to Filings in STB Exparte 661, Fuel surcharge

We have gone through many of the customer (shipper) responses filed. They all have a
common thread - they are in large part using these proceedings to complain about higher
rates, and some, about being captive or other special situations.

Years ago, prior to deregulation, the so called "rate increases" - where the railroads
would have to file with the old ICC to take rate increases, prompted such kinds of
responses as we now see here - everyone with different kinds of ideas of how to apply
formulas, what kind of indexes and formulas to use, and, additional reporting by railroads
to the regulatory agencies each month to justify such increases. The names of the actors
are largely different - but the "play" is the same - this is a throwback to regulation, plain
and simple.

Cries for standardized mileage allowances, which index to use, all kinds of algorithms
and mathematic equations - all can be summarized in one word - reregulation of rates -
the foot is opening the door.

We again submit that any form of a regulatory surcharge will reduce capital spending by
the industry, as the end result is more administrative expense and the loss of some
revenue. The rail industry is spending 10 billion this year on capital and infrastructure
improvements - UP is building new yards and double tracking the old SP Sunset Route,
the BNSF, double tracking the entirety of the Chicago to California mainline and other
locations, and much more - all designed to increase capacity and improve service and
efficiency over the years to come.. And, in large part, the spending is attempting to make
up, as much as can be spent with ROI's at current levels, with thirty years of public
policy which subsidized other, far less fuel efficient modes of transport and spent nothing
on railroads. While the STB's function is to protect rail customers, its overriding mission
is to foster a healthy and competitive rail system in the USA. With gridlock close at
numerous locations in our rail system, that has to be paramount. Montanans are
complaining about high shipping rates to the Pacific Northwest - but fail to understand
that moving trains over two mountain ranges with ruling grades close to 3% can burn
three times as much fuel per ton mile than operating the same train on the flatlands. The
petroleum interests complain of high tank car rates - but did they ever stop to think that
federal regulations require special placement and handling of hazmat cars in trains, that
such traffic, in today's world, is viewed as dangerous, risky, subject to terrorist concerns,
and, raises insurance rates for doing business dramatically, and, further, is as we speak,
under substantial FRA and Homeland Security safety review right now. Such
commodities require extra handling, including special train placement and position which
adds extra switching and fuel costs, special monitoring, and, special inspections, as well



For intermodal shippers, who would otherwise use truck, do they understand that
operating an intermodal train upwards of 50 mph up towards 80 mph (important to meet
or come close to truck schedules) can increase fuel consumption and horsepower
demands by 100 to 200% over operating the same trains at speeds of around 40 mph,
where the wind shear is far less dramatic..

Also, the cost of terminal handling of a rail freight car consumes far more fuel per ton
mile than while on the road. Cuts of cars have to be switched and classified several times
at slow speeds - 5 to 10 miles per hour, moved between railroad terminals and others, or
customer sidings.

For coal customers, the cost of moving coal isn't inexpensive. To operate trains
efficiently, modern, well surfaced heavy rail is required, and, that burns millions of
gallons a year of fuel in maintenance of way machinery like tampers, ballast regulators,
ballast cleaners, and many more similar machines. And, such routes to and from the
Powder River Basin encounter hills and mountain ranges to reach many of the
destinations, where fuel consumption again skyrockets.

Exhibit B is a copy of the ABF Truck line Fuel Surcharge Tariff- comparable to tariffs
of many other US truck lines. With trucks moving about 80% of all interstate commerce
(as opposed to tonnage), with 15 to 20% increases in rates just due to fuel surcharges, why
has no one asked for reregulation of trucking and some kind of regulated fuel surcharge?
We submit the cost to the public is far greater due to these truck charges, overall, than the
surcharges in the rail industry. Or, for that matter, why haven't these shippers gone to the
heart of the problem, the oil companies and petroleum interests, and attempted to regulate
the amount of increases in the cost of oil. Exhibit A is from the financial section of The
Wall Street Journal of October 8th., Not only is there a story indicating that the price of
oil may be going down (and this issue may become less important if true), but, there are
quotes for wholesale petroleum products in New York Harbor -one of the major indices
used by many to price retail.. Note there is only an 8 cent a gallon spread in the cost of
regular unleaded gasoline and heating oil - with the spread a little higher, at about 18
cents a gallon, between unleaded regular gas and LOW SULPHUR diesel fuel.. Yet, at
fueling facilities all around the country, you will easily see a spread of as much as 50
cents a gallon higher diesel fuel! (One major truck stop in Illinois, on October 9th, offered
regular unleaded at $2.15 a gallon but diesel fuel at $2.55). While perhaps refining costs
may be a couple cent a gallon factor sometimes, the salient truth is that oil companies are
pricing diesel fuel at margins double those of gasoline in many cases because the trucker
will pay it and pass it on to the consumer and the railroad also has to do so...But, the oil
companies are experiencing record profits - at the expense of the consumer and there are
no cries to "Regulate" the spread of their products, gasoline versus diesel. Why don't we
regulate the source of the problem?

We sympathize with captive shippers - but their remedies do not lay in fighting or
seeking a regulated a fuel surcharge. We sympathize with petroleum interests - but it's
their companies reaping record earnings all the time as we consumers have to pay more.



Recently, we priced a one way airline ticket between Milwaukee, WI and Cincinnati - It
was $1000.00 during a business week day. Hundreds of other examples exist where those
who have a business need to fly on short notice are being charged premium prices. But,
no one is trying to reregulate airlines.. .or trucks, for that matter.

Of all the industries who need as much capital as is possible to improve infrastructure,
it's the railroad industry - the only industry whose roadway infrastructure and/or major
terminals are not provided by public financing and who, according to AAOSHTO
calculations, will be coming up about 2.5 billion a year short of earning a sufficient ROI
each year to spend for infrastructure to avoid gridlock. Also, rail fuel surcharges are not
as high as those of trucks, so for what reason do transportation users single out the
railroads... Probably because there are no other regulatory agencies left, or any who have
any interest or authority other than maintaining a market based system...

As a terminal and switching railroad, with over 100 customers that originate or terminate
about 25,000 carloads a year, we might be a bellweather of overall trends. While some of
our customers have been driven to truck because of higher rail rates and surcharges on
shorter distance moves, overall, rail car loadings to them are up -they are using more rail
rather than less, because the railroads are again able to acquire new equipment, run more
frequent service and offer better service because they are starting to address infrastructure
and equipment needs for the future. The Board should leave rail freight fuel surcharges
alone - costs vary so greatly hi terms of fuel consumed per ton mile that no one singular
charge or index can be applied with any certainty. As is the case with all other modes of
transport, let the market place and actual costs dictate the charges. Any attempts to
meddle with what's proven to start generating massive capital expenditures for capacity
improvements by this Board will only hurt the industry but more importantly, the
capacity of what's beginning to again be recognized as still the lowest cost of any surface
transportation hi our Country.

Respectfully submitted:

John W. Gohmann



Response Exhibit A

Wholesale Price of Fuel Oil, Low Sulphur Diesel and
Regular Unleaded gasoline New York Harbor, October 6, 2006

NY Harbor point of entry is excellent index used by many
in determining retail levels. Note, however, that while
Fuel Oil (almost the same as #2 diesel) is $1.6320, and,
Regular Unleaded gasoline, $1.55, the spread of about eight
cents per gallon, the spread at retail is much greater -

In Northern Illinois, over the weekend, large service facilities
and truck stops selling regular unleaded gasoline for $2.15 were
selling Diesel for $2.55 - a spread of 40 cents. While some
refining costs may make a couple cents difference in some cases
in favor of one or the other, the evidence is clear that the
oil companies are marking up diesel substantially more than
gasoline because the automobile industry usage is" substantially
more than truckers, and, the "truckers will pay" because the
price is passed on in diesel fuel surcharges to the customers..
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SYMBOL NAME TITLE (000) (000) VALUES DATES

PBY J. Mitarotonda ODI 5,953 462 1135-13.00 9/28-29/06
PNBK D. Opatrny UT 4,994 227 • 2100 9/29/06
TIE H. Simmons CEO 4,762 200 23.81 10/03/06
MFIX M. Roth Bl 1,888 77 2435-24.61 9/29/06
CAG G. Rodkin CEO 1,836 75 24.48 10/03/06
MFIX M. Roth Bl 1,581 62 25.04-2530 9/29/06
MFU M. Roth . Bl 1,458 60 24.01-2434 9/29/06
TOFC J. Henry D 1,350 76 17.80 10/04/06
MFLX M. Roth .Bl 1,239 50 24.62-25.03 9/29/06
MFU M. Both Bl 1,211 50 24.07-24.65 9/26/06

ORCL D. Williams 0 29,125 1650 17.65-17.66 10/03/06
oup AIG M. Greenberg Bl 20,189 303 66.74 10/03/06

SMA R. Morris Bl 17,050 1100 1530 9/29/06
oup AIG M. Greenberg Bl 13,143 198 6635 9/26/06

HDIX J. Salem Bl 12,346 1106 1116 9/26/06
HDIX G. Holley DO 11,926 1069 11.16 9/26/06
V2 LSeidenberg CEO 10,625 285 3712-3722 10/02/06
GS D. Vlniar CFO- 9,354 55 170.05-17010 9/29/06
CSX M. Ward CEO 7,656 235 32.58 '9/27/06
AHM J. Johnston 00 7,330 209 35.00-35.71 10/02-04/06

ctor
:es in reports received through Friday, in dollars)

BUYING SEU1M6 SECTOR BUYING SEU1H6
5,020,131 8,385,230 Finance 9,959258 107,611448

228,700 16,013,347 HoMertti Car* 605209 . 86,982,492
0 0 Industrial 10,277286 13,956201

831259 10,302,897 Media 13,750 4,914,386
2,306,755 28,068,177 l)tll)tla« 55305 14,964,452

997,065 38,241754 TodinotoCy 803372 136,632,682
224M73 8272,062 Traiuportatlon 4325 12,794,373
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SHRS IN RANGE
INSIDER'S {VALUE TRANS OF SHR TRANS

SYMBOL NAME TITLE (000) (000) VALUES DATES

CAG G. Rodkin CEO 1,836 75 24.48 10/03/06
TOFC J. Henry D 1,350 76 17.80 10/04/06
CSA J. Cogdell DO 499 24 20.89-2147 10/02-04/06
CSA F. Spencer CEO 374 18 20.80-2158 10/02-04/06

tott M GLO C dough Al 352 20 17.60 10/04/06
CAG R. Sharp* 0 270 11 2432-24.54 10/03/06
GSS P.Bradford CEO 239 100 236-2.42 10/04/06

XMIM SCD HGendelman OX 178 10 17.79 10/04/06
HAF M. Morrison CEO 143 16 8.75-9.00 10/04/06
GDP J. Austin DOI 131 S 26.10 10/04/06

• AHM J.Johnston OD 7,330 209 35.00-35.71 10/02-04/06
ETR D. Hintz D 6,400 80 80.00 10/03/06
VAR ULevy D 6424 120 5103 10/02/06
MCK J. Hammergren CEO 5,361 100 5335-53.70 10/03-04/06

t Thirt HTG D. few CFO 3,687 100 36.46 9/29/06
•1 TPX R, Trussed 01 2458 124 1716-1731 10/02/06

COH HMonda P 2430 .60 3530 10/04/06
HUtfs ISE D. Krell CEOI 1,960 40 49.00 10/04/06

UNS D. Nelson 0 M03 55 33.06 10/02/06
BBY AWalden 0 1,691 30 5638 10/04/06

Wired. Ataffiliate of investment acMsor. Beneficial owner of more than 10% of a security
cecuuve officer. CFOchief financial officer. COchlef operating officer. [Wlrector. DOdlrector
rector and beneficial owner. Hndirect transaction filed through a trust, insider spouse, minor
:r and director. Ox-divisional officer, r̂ presldent UTunknown. VP-vtce president. Excludes
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trains and Feeds
tariey, top-quality Mpls., bu u3.35 sp 3.3 2.55
Iran, wheat middlings, KC ton u80 33 67 59
oro, No. 2 yel. Cent III. !xi bpu2.47 so 2.47 L65
on Gluten Feed, FOB Midwest, too uw5o.36 sp 56J6 51
jjttoroeed Meat, ton uv.135 sp 135 1373
tomlm Feed. Cent III. ton uw54 Si 535 39.5
«eat-Booemeat5«prolll. ton uv»130 1«0 US 167.5
tats. Ho. 2 miittng, Mpls, bu U2.3025 23625 2.3175 188
Sorghum (Milo) No. 2 Gulf cwt u5.32 sp 6.065 4.33
Soybean Meal, Cent III., rail, ton 48» ulM.3 1703 174.3 165.6
»ybeaia,No. 1 yel Cent III, bu . bpuS.295 sp 5305 5.23
Wheat Spring 14Vpro Mpls bu. u5.0475 5.1475 5055 4.995
Wheat No. 2 sft red, SU.ou.bu bpu4.30S sp 4.235 2.755
Wheat hard, KC bu 5J375 sp 5.365 4.4925
tt*at. No. 1 sft (iht, del !>ort Ore- u4.77 sp 4.76 3.M
Poods
Beef, Carcass Equiv. Index Value,
choice 1-3,609-900 Ibs. US36.13 ss 1341 133.13
Beef, Carcass Enui«. Into Value,
select 1-3,600-900 Ibs. U127J7 sp 127.33 12L52
Broilen, Dressed 'A' Ib. ux.7 sp 3 .7463
BroDen. 12-Cty Comp Wtd Av uw.6224 sp .6224 .6948
Butter, AA, Chgo. Ib. ul.3325 si 1325 L64
Cheddar Cheese, barrels, Chgo Ib. n!24.S sp 12775 139.25
Cheddar Cheese, Mocks, Chgo Ib. n!2L25 s> 12U5 142.75
Milk, Non-fat Dry, Chgo 105 sp 105 96.25
Cocoa, Ivory Coast, Smetric ton 1.728 sp L752 1,575
Coffee, Brazilian, Comp. n.994 sp .9922 .3926
Coffee, Colombian, NY Ib. nl.1209 sp 1.1191 .9927
Eggs. Lge white, Chgo dot. u.49 .53 335 .52
Flour, hard winter KC cwt 13.2 sp 13J5 1L8
Hams, 17-20 Ibs. Mid-US Ib fob u.8 sp : .77
Hogs, lowa-S.MInn. if), cwt uM.28 sp 63.77 65.4
Hogs, Sioui Falls, SO avg cwt u49 sp 49.25 43
Pork Beffin, 12-14 Ibs Mid-US Ib u.72 sp .72 z
Pwt lote, 13-» IPS, «ld-US Ib u: sp 1.02 1.075
Steers, Tei-Olda. ch a\rg cwt la sp l !
Steers, Feeder, Old Cty, a» cwt ai sp 116.31 120,33
Sugar, cane, raw, worli Ib. fob 11.51 sp 1158 12.4
Fats and Oils
Com dl, crd wet/dry mill u-s24 25 24.5 27.5
Grease, choice white, Chgo Ib. b.165 sp 165 n!65
Urt, Chgo Ib. u.26 sp .285 165
Soybean on, crd. Central III. It. H2275 .24. .23195 .24045

Tallow, edible, Otgo Ib. i2 sp 2 .17
YEAR

FRI THU AGO

Fibers and Textiles
Burlap, 10 o! 40-in NY yd . nw.44 .44 .4*
Cotton, 1 1/16 str Iw-md Mphs Ib ' .4534 .4594 .5JU
Wool Ms Staple, Terr. Del. Lb. inma na
Miscellaneous
Hides, hvy native steers Ib. fob u86.75-92J 86-925 SO.W-
Precious Metals
Gold, troy oz.

Engelhard Indus bullion 542.35 574.92 474

>(HK Complete futures prices and future
fSmw options data can be
^^ found at wsj.com/free

TEAK
™ THU AGO

ngelhard fabric prods 604.53 618.04 50972
andy S Harman base price 560.75 573JO «7in
andy i Harnun fabric price 605.61 619.16 !HU2
ondon fixing AM 570.60 PM . 560.75 571JO 47170

Krugerrand, whol a»578.50 576JO 47900
Maple leaf, tm 01. aeWIU 5MJi Hlffl
American Eagle, troy oz. ae602.13 5°4J6 KM
Jttam. (Free Mkt) 1070.00 1085.00 nun
Itjnum, Indus! (Engelhard) 1074.00 1088.00 tOSK
atinum. fabrc prd (Engelhard) 1174.00 1183.00 K83JX1

yWium, indust (Engelhard) 247.00 30LM U7J»
«lladium, fabn prd (EngelharrJ) 397.00 40LOO 217J»

me, troy OL
Engelhard Indust bullion 11050 1L110 7435

Hjndy 4 Harman base price 11.020 u.100 '7710
Handy i Harman fabric price 13224 13.320 tm
London Filing (In pounds)

Spot.dJ^. equiv. SU.0100) 5.6889 5.8139 4J100
Coins, whol $1000 face «al a7,3M 7^03 5J40
Metals
Uuminum Comei Ib. 1151 L1325 1388
ArtBmony, RH Spot, Vlb. 42.52-55 2«S Ul
Cotpef, bigh gr Ib, Crru sp price 3.3835 3.2995 L9005
Lead, RN NA Solder, cts/lb. d9L459 90.573 66.983
t Steel Scrap, US, $/jross ton l i 1473
in, RN NA Solder, ctsVlb. dS°L3» 586.647 431456

Zinc, RN NA Dealer, ctsVlb. dlTl.756 166.037 70269
a-Aswd. r>8irj. bo-Country elevator bids to producer!. c-Correoed. &*flri\ Mom
Neuters. B-Mantn. Torodta & drookes. Inc. n^ommtf. n».Not 3v»ujDte. t-ftaa Ms.
i-ni(n orice-aMed. low pricB-oid. i>-u .̂ D«pt. or Afnculture. «-«ccuy pro. Km
tfian tiuddoads. l-Not quoted. a.r.o.b unkcars. so-Sin0« pr*«.

Oil Prices October 6. 2006
CRUDE SRADES FIJI THU YI AM

Offshorod
European 'spot" or free market prices

Forties 57.30 5&53 58.93
Brent 57.00 5S23 5U3
Sonny IL 58JO 59^8 6048
Urals-Medit 53.95 551B 54.48
Domestlc-f
Spot market

W. Tex. Int Cush (5225-5960) (Nov.) 59.77 60.04 6L34
W. Teiuour, Midi (4800-5552) 55.72 5614 S6J3
LA sweet SUames (5450-5825) 6002 60.69 6L7*
Al. No. Slope Pacific Del. 54.49 54.H 59.94

Ooetv.Uarket crude oH values in Nortrrwes Europ« around 17:50 GMT n din y» oerrei
to, main loading ports in country or 'on(in for promot kucml, eccegt n Kicand.

Refined Products
-Fuel Oil No. 2 NY gaL . na 16320 L9082

Diesel Fuel, 0.05 S. NY harbor low sulfur na L7470 2JB57
Gasoline, unlded, premium NV gal. noo-oiygenated na 1.6772 21192
Gasoline, unlded, premium NY gal. Oxygenated na na 2J692
Gasoline, unlded, reg. NY gal. non-oxygenated na 15522 1H92
(Usollne, unlded, ret. NY gal. Oxygenated « » U192
Gasoline. CARBOB. reg. U gaL ml72SO LJMO ZWSO
Propane, nort-tet Mont Behrleu, Texas, gaL gO.9438 0.*U4 11313
Propane, mt-tet, Mont 8<Nleu, Texas, gal. gO.9506 0.9494 11375
!utaf>. normal, Mont BenrienTaas, gat. sU2H U250 1JST5

Raw Products
Natural gas Henry Hub, S per mmbtu 4390 4.670 11605
a-AjWd. b-Bld. c^orrectM. d-As or 1 1 a.m. ET in NW Europe. VAs 01 4 p jn. ET. Aeflnerf
Msted auyint prices n parerrEheses. KriemConnecfs current pica m-Middar Prce. rot-
Not availatte. î lot quoted. n-Nominal. r-Revised. Source: Dovi Jones Enerfir Serve*

Dow Jones Specialty Indexes Ridn.oetobe.».2oo«
NET YTD

CLOSE CHG JCH6 *CHG YLD

U.S. Select Dividend* 837.00 -3.51 -0.42 »a89 3.48
Select Microcap 1189.73 -5.70 -0.48 '6.20 ...
BRIC 50 41434 -1.97 -0.47 '3193 ..
Islamic Market 1934J.7 -928 -0.48 »6.79 165
Islamic Emerging 173932 -0.44 -0.03 *8.96 2.74
Islamic Techology' 2288.18 -624 -0.27 *438 0.82
Islamic U.S. 2021.86 -532 -026 *S3S 133
Islamic Titans 100 2157.99 -7,65 -035 »733 192
France Titans 30 -c 345.46 -0.86 -0.25 *12.14 2.00
Germany Titans 30 •< 34119 «058 *0.17 *9.B1 190
Hong Kong Titans 30 -c 580027 -233 -0.04 '20.09 2.60
•Italy Titans 30 -c 3980.18 -2J2 -0.05 '10.05 2*1
Japan Titans 100 -c 3546.60 »15.95 M).45 *4.72 1.09
UX Titans 50 •< 246.03 -OJ3 -0.05 »636 3.40
Arabia Titans 50 34634 -U9 -034 -13.04 3.4]
Sustairubility 108103 -538 -0.45 »12.65 22S
Composite REIT* 829.84 -6.63 -0.79 »2526 43:
Equity RETT* 934.42 -8J1 -036 *25.97 33f
Composite Internet 9223 -0.73 -0.79 -2-12 .
Internet Commerce 13732 -0.85 -0.61 -529 .
Internet Services 56.40 -439 -104 '17.67 .
CBOT Treasury 13026 -0.70 -033 -139 .
Corporate Bond* 19223 -4.97 -030 »2.04 57
US Cold-Rid Steel Sep-m 73175 »234 <039 *1537 .
US Hot-Rid Steel Sep-ffl 630.63 -0.70 -Oil '1430 .

c-inda '« local currency; 'total return; m-montnly dat
Portfolio Indexes

US. MTD GLOBAL MTD
CUBE PERCENT CLOSE PEKCQ

Target Today 17558 -fl-ll «255.93 . -CO

OS. MTD GLOBAL HID
CLOSE PERCENT aOSE fOCaT

Taroet2005 18515 *OJ2 «183J9 «4JB
Target 2010 187.98 *OJ4 »1B6J3 «OJB
Target 2015 19129 »0.42 *19019 «007
Target 2020 193.66 »0.65 '194.60 «flJtt
Target 2025 19520 *O.S4 *19737 -062
Target 2030 19630 »100 '20036 «4J8
Target 2035 19738 *L10 '20232 «fl̂ 8
Target 2040 198J7 «U5 »204.00 «a93
Target 2045 19817 »115 *204.00 «4.93
Souice: Don tones Indexes. For more mtormam please vtst «md)inde«ua«

MSCI Indexes
ICW

oas oa4 asMUfls
U.S. . 1274.7 12711 »8J)
Britain 17962 1784.7 «W

. Canada 1463.8 14473 *<1

. Japan 1017.1 9972 »18

. France 17483 1737.4 *1L9

. Germany 7103 7063 *J>
7 Hong Kong 90623 89614 *1U
. Switzerland 1115.6 U07.4 '122
. Australia 1050.6 1035.0 <*5
a World Index 13906 13812 »1U

MSQEAFE 19117 18916 , *O7
IT As cabilaud by Mor̂ n Stanley Capital htaruttonsl Fwtexdtn,

* ol 1969 ecjaallns 100. .i^-



• OPEC's Oil-Price Line in the Sand
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Cartel's Effort to Maintain
$60-a-Barrd Seems Doable,
But Only for the .Year Term

O PEC ANNOUNCED Thursday
that it intends to steady the oil

price at something like the current
level of about $60 a barrel. It may be
able to defend this level in the
months to come, but over the long
haul this effor t (s doomed.

It certainly sounds ambitious by
the standards of two years ago. The
price then was S45 a barrel, and most
experts and exporters thought that
was too high to last. But experience
changes standards. After more than a
year of 580-plus prices, the level
seems more plausible.

Plausibility matters, because the
price defense is going to require some
production cuts, at least for the short
term. OPEC needs a target that its
swing producers, especially Saudi Ara-
bia, are willing to defend. Otherwise
the group won't be able to stop squab-
bling over who should take the pain.
At least for now, it looks like the will
to succeed is there.

There are other trends working in
OPEC's favor. The balance of supply
and demand is still pretty tight. Al-
though higher prices have slowed de-
mand growth, the direction remains
positive. That's largely because of the
emerging markets, which accounted
for 9(Fc of incremental demand
growth in .2005. And while new
sources of oil eventually will come on-
stream, it's a slow process. For the
moment, OPEC members control mar-
ginal supply. Outside of the cartel,
production hasn't budged since 2004.

Second, financial conditions re-
main supportive of a high oil price.
Low real interest rates and the recy-
cling of petrodollars by oil exporters
have mitigated the pain of higher oil
prices. American households have

' blithely borrowed to fill the tanks of
their SUVs.

But OPEC faces one huge obstacle.
; The cost of producing oil is much less

than S60. Even Canadian oil sands,
which require expensive and energy-

• intensive processing, are profitable at
, something like S50. Eventually, the
' lure of profits will bring on new sup-

ply, damping the price.

This column Is written by
breakingviews.com, an online financial
commentary site.

Fortress Within

W ALL STREET firm Morgan Stan-
ley is hunting for a hedge fund

manager. FrontPoint Partners, with
whom it danced in the past, might be a
good fit. But there are more ambitious
targets to consider, such as Fortress In-
vestment Group.

The Wild West era of the alterna-
tive asset-management industry is
coming to a close. As a result, its
practitioners are considering ways to
cash out and grow like any normal
business. Their options include going
public and selling to bigger financial
institutions.

But the first avenue looks more dif-
ficult today than it did just a few
months ago. The implosion of Ama-
ranth Advisors, troubles at other big
funds like Vega and continued mid-
dling performance
across the Indus-,
try are making in-
vestors wary of
the industry. RAB
Capital, for exam-
ple, a U.K.-listed
hedge fund man-
ager, has seen its
stock plunge by a
third in the past
month. Even a For-
tress, with $24 bil-
lion in hedge-fund and private-equity
vehicles, would find it difficult to
withstand these market pressures.

That may be one reason the firm
has yet to file for an IPO despite
months of contemplation. At RAB's
valuation of 15?« of.assets under man-
agement. Fortress would be worth
about S4 billion. But to Morgan Stan-
ley, Fortress might be worth more. It
would jump-start the Wall Street
firm's attempts to gain a foothold in
hedge funds and private equity,
where it considerably lags behind
chief rival Goldman Sachs. The two
sides know each other a bit: top For-
tress and Morgan Stanley honchos
dined last week.

Of course, to entrepreneurs, going
public and selling out aren't inter-
changeable outcomes. But a flirtation
with the public markets is clearly a

. step closer to the exit than sitting
still. Morgan Stanley-has gotten its
mojo back of late. Its stock price is
up, risk-taking is being rewarded and
talent has returned to the firm. To
complete the turnaround, it needs to
build a fortress in asset manage-
ment. It might be quicker to buy one.

Private-Equity Eye? j

T HE BLOW-UP of Amaranth and a :
few cases of outright fraud have ;

spurred calls for more oversight of
hedge funds. Private equity,-however. i
which has also attracted billions of dol- ;

lars of pension money in recent years. ;
has largely avoided the regulators' spot-
light. Still, it may only take a few buy-
out scandals for this to change.

Like hedge funds, larger private-eq-
uity managers have to register with the
SEC as investment advisers. But small
buyout funds avoid all scrutiny. And
even the registered funds have minimal
disclosure requirements. Yet the private-
equity world is growing rapidly. Inves-
tors have poured $172 billion into 253
funds in the U.S. so far this year, accord-
ing to Dow Jones Private Equity Analyst
(a publication owned by Dow Jones i-

Co., publisher of
The Wall Street Jour-
nal). With all that
money sloshing
around, it would be
surprising if there j
were no bad eggs.

AA Capital, a |
S194 million fund ;

that was spun off |
from the Dutch I
bank ABN' Amro in I

/ 2001, could be one. \
The Securities and Exchange Commis- ;
sion has accused the fund of misappro- i
priating nearly $11 million of its clients'
cash. The SEC complaint charges that
the firm's president, John Orecchio, put
some of this money into a Michigan
horse farm and slipped a wad to the
manager of a Detroit strip club. Calls to
AA Capital weren't returned.

Questionable use of limited partners'
funds may not be the only type of abuse
going on in private equity. There could
also be inaccurate valuations. The longer
lock-up periods and lack of a market
price for private-equity investments
make that relatively easy to practice and
hard to detect. Some buyout firms are
no doubt pushing the envelope when it
comes to valuing portfolios. It's even con-
ceivable that the increasing number of
transactions between buyout funds have
led some to swap favors in order to
boost reported returns.

The leading private firms have lobbied
hard to avoid getting caught up in hedge-
fund regulation. These efforts could be
thwarted if there's any more mischief
among the minnows of their industry.

-Martin Hutchinson,
Rob Cox and Lauren Sika

Ripplas: Amaranth Advisors'
headquarters in Connecticut
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Response ExhiMt B.'

Current fuel surcharge of ABF Truck Lines - very common and
similar to that used by other truck lines. At $2.55 per gallon,
the surcharge is 16.4%/

There is no thought or movement of regulating truckers and
their fuel surcharges, nor is their any though of regulating
the margins oil companies make on the various brands of petroleum
products.
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Item 161: Fuel Surcharge - Computation and Application

Unless otherwise specifically provided, a fuel surcharge as shown in the tab
shall apply on all line haul charges when the U.S. National Average Fuel Im
cents is:

At
Least

90
91
92
93
94
95
96
97
98
99
100
101
102
103
104
105
106
107
108
109
110
111
112
113
114
115
116
117
118
119
120
12
122
12

But
Less
Than

91
92
93
94
95
96
97
98
99
100
101
102
103
104
105
106
107
108
109
110
111
112
113
114
115
116
117
118
119
120
121
122
123
124

Fuel Surcharge Amt
LTL TL
-1.0%
-0.9%
-0.8%
-0.7%
-0.6%
-0.5%
-0.4%
-0.3%
-0.2%
-0.1%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.3%
0.4%
0.5%
0.6%
0.7%
0.9%
1.0%
1.1V
1.3%
1.4%
1.5%

-2.0%
-1.8%
-1.6%
-1.4%
-1.2%
-1.0%
-0.8%
-0.6%
-0.4%
-0.2%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.6%
0.8%
1.0%
1.2%
1.4%
1.8%
2.0%
2.2%
2.6%
2.8%
3.0%

At
Least

182
183
184
185
186
187
188
189
190
191
192
193
194
195
196
197
198
199
200
201
202
203
204J
205
206
207
208
209
210
21
212
213
214
21

But
Less
Than

183
184
185
186
187
188
189
190
191
192
193
194
195
196
197
198
199
200
201
202
203
204
205
206
207
208
209
210
211
212
213
214
21
216

Fuel Surchar
LTL
9.1%
9.2%
9.3%
9.4%
9.5%
9.6%
9.7%
9.8%
9.9%

10.0%
10.1%
10.2%
10.3%
10.4%
10.5%
10.6%
10.7%
10.8%
10.9%
11.0%
11.1%
11.2%
11.3%
11.4%
11.5%
11.6%
11.7%
11.8%
11.9%
12.0%
12.1%
1.2.2%
12.3%
12.4%

http://www.abfs.com/resource/abn 1 l/item!61.asp?NCHK=SE 10/8/2006
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124
125
126
127
128
129
130
131
132
133
134
135
136
137
138
139
140
141
142
143
144
145
146
147
148
149
150
151
152
153
154
155
156
157
158
159
160
16
16
16
16
16
16
16
16
16
17
17
17

125
126
127
128
129
130
131
132
133
134
135
136
137
138
139
140
141
142
143
144
145
146
147
148
149
150
151
152
153
154^
155
156
157
158
159
160
16
16
16
164
16
16
16
16
16
17
17
17
17

1.6%
1.8%
1.9%
2.0%
2.2%
2.3%
2.4%
2.5%
2.7%
2.8%
2.9%
3.1%
3.2%
3.3%
3.4%
3.6%
3.7%
3.8%
4.0%
4.1%
4.2%
4.3%
4.5%
4.6%
4.7%
4.9%
5.0%
5.1%
5.2%
5.4%
5.50/
5.6%
.5.8%
5.9%
6.00/
6.2%
6.3%
6.4%
6.6%
6.7%
6.80/
6.9%
7.1%
7.2%
7.3%
7.50/
7.60/
7.7°/
7.9%

3.2%
3.6%
3.8%
4.0%
4.4%
4.6%
4.8%
5.0%
5.4%
5.6%
5.8%
6.2%
6.4%
6.6%
6.8%
7.2%
7.4%
7.6%
8.0%
8.2%
8.4%
8.6%
9.0%

. 9.2%
9.4%
9.8%

10.0%
10.2%
10.4%
10.8%
11.0%
11.2%
11.6%
11.8%
12.0%
12.4%
12.6%
12.8%
13.4%
13.6%
12.8%
13.8%
14.2%
14.4%
14.6%
15.0%
15.2%
15.4%
15.8%

216
217
218
219
220
221
222
223
224
225
226
227
228
229
230
231
232
233
234
235
236
237
238
239
240
241
242
243
244
245
246l
247
248
249
250
25
25
25
25
25
25
25
25
25
26
26
26
26
264

217
218
219
220
221
222
223
224
225
226
227
228
229
230
231
232
233
234
235
236
237
238
239
240
241
242
243
244
249
246
247
248
249
250
25
25
25
254
25
25
25
25
25
26
26
26
26
26
26

12.5%
12.6%
12.7%
12.8%
12.9%
13.0%
13.1%
13.2%
13.3%
13.4%
13.5%
13.6%
13.7%
13.8%
13.9%
14.0%
14.1%
14.2%
14.3%
14.4%
14.5%
14.6%
14.7%
14.8%
14.9%
15.0%
15.1%
15.2%
15.3%
15.4%
15.5%
15.6%
15.7%
15.8%
15.90/
16.0%
16.1%
16.2%
16.3%
16.4%
16.5%
16.6%
16.7%
16.8%
16.9%
17.0%
17.1%
17.2%
17.3%

http://www.abfs.com/resource/abfl 1 l/item!61.asp?NCHK=SE 10/8/2006
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173
174
175
176
177
178
179
180
181

174
175
176
177
178
179
180
181
182

8.0%
8.1%
8.2%
8.4%
8.5%
8.6%

. 8.8%
8.9%
9.0%

16.0%
16.2%
16.4%
16.8%
17.0%
17.2%
17.6%
17.8%
18.0%

265
266
267
268
269
270
271
272
273
274

266
267
268
269
270
271
272
273
274
275

17.4%
17.5%
17.6%
17.7%
17.8%
17.9%
18.0%
18.1%
18.2%
18.3%

When diesel fuel prices equal or exceed $2.75 per gallon, the LTL fuel sun
continues to increase 0.1% with every one-cent increment. For example, <
the index is at least 275 but less than 276, the LTL surcharge will be 18.4
when the index is at least 276 but less than 277, the LTL surcharge will b«
18.5%.

When diesel fuel prices equal or exceed $2.75 per gallon, the TL fuel sure!
continues to increase 0.2% with every one-cent increment. For example,'
the index is at least 275 but less than 276, the TL surcharge will be 36.8°/
when the index is at least 276 but less than 277, the TL surcharge will be

Application:

1. The fuel surcharge level Will be adjusted on Wednesday of each week ba
the U.S. National Average Fuel Index of the prior Monday. The National /
Fuel Index is published by the Energy Information Administration of the
Department of Energy and is available by telephone at 1-202-586-6966
Internet at www.eia.doe.gov.

2. For the purposes of this item, TL1 shall be defined as any shipment:

A. effectively occupying more than 28 linear feet of line-haul
equipment space; or

B. having actual weight of 20,000 Ibs or more (Note 1); or
C. moving as a Capacity Load (Items 390 and 390-1) (Note 2).

Note 1 - Not applicable for shipments moving under a Volume Price Quo

Note 2 - Only applicable when the shipment exceeds 28 linear feet of lin
equipment space or has an actual weight of 20,000 Ibs. or more. Both t
portion of the shipment subject to the capacity load minimum charge an
portion designated as overflow, as defined in Items 390 and 390-1 (Cap
Loads - Minimum Charge) will be subject to the TL fuel surcharge.

In applying the surcharge, first determine the freight charges that would
otherwise be applicable without the effect of the surcharge, Including th<
the alternation process and any applicable discount or reduction. Once
determined, the charge will then be subject to increase by the amount o

http://www.abfs.com/resource/abfl 1 l/item!61 .asp?NCHK=SE 10/8/2006
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surcharge. The surcharge will be shown as a separate line entry on the f
bill.

4. Freight charges for line haul transportation shall include line haul, ocean
and delivery charges such as, but not limited to, minimum charges, char
calculated from class or exception rates, density minimum charges, absc
minimum charges, minimum truckload charges, exclusive use minimum
capacity load minimum charges, per vehicle charges and per pup charge
as otherwise provided the increase will not apply to charges for special s
Where a through rate is constructed by combining two or more factors, t
surcharge shall be applied to the resulting total charges.

Current Fuel Surcharge

ABF 111-X, Item 161
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