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

Thank you very much.

Sincerely,

Office of roceeding®

oCT 172008

Attachments
rt of
' pmﬁznam"’

EXECUTIVE BOARD CORRESPONDING OFFICES | LIBERTYVILLE ILL

-14047 Petronella Drive, Suite 201, Libeftyvil]e. I11. 60048 | p 847.549.0483 | f 847.549.0484




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 8., 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 9™, 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, W1 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 in 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 in our Country.

Respectfully submitted:

John W, Gohmann



Response Exhibit A

Wholesale Price of Fuel 0il, Dow 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 0il (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

0il companies are marking up diesel substantially more than
gasoline because the automobile indistry usage i$§ 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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OPEC’s Oil-Price Line in the Sand

Cartel’s Effort to Maintain
$60-a-Barrel Seems Doable,
But Only for the Near Term

Fortress Within

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

Private-Equity Eye?
HE BLOW-UP of Amaranth and a
few cases of outright fraud have
spurred calls for more oversight of
hedge funds. Private equity, however,

PEC ANNOUNCED Thursday

that it intends to sieady the oil
price at something like the current
level of about 360 a barrel. It may be
able to defend this teve! in the
months to come, but over the long
haul this effort is doomed.

It certainly sounds ambitious by
the standards of two years ago. The
price then was $45 a barrel, and most
experts and exporters thought that
was too high to last. Bur experience
changes standards. After more than a
year of $60-plus prices, the level
seems more plausible. )

Plausibility matters. tecause the
price defense is going to require some
production cuts, at least for the short
term. OPEC needs a targzet 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

targets 1o 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

Ripples: dmaranth ddvisors’
headquarters in Connecticut

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 invesiment advisers. But smal}
buyout furds avoid all scrutiny. And
even the registered funds have minimal
disclosure requirements. Yet the private-
equity world is growing rapidly. lnves-
tors have poured 3172 billion into 233
funds in the U.S. so far this vear, accord-
ing to Dow Jones Private Equity Analyst
(2 publication owned by Dow Jones &

3
13
%
H
-}

Co., publisher of
The Wall Street Jour- |
nal). With all that
money sloshing
around, it would be
surprising if there
were no bad eggs.
AA Capital, a
$194 mitlion fund
that was spun off
from the Dutch
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month. Even a For-
tress, with 324 bil- i
lion in hedge-fund and private-equity
vehicles, would find it difficuit 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 13 of assets under man-
agement, Fortress would be worth
about 34 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

bank ABN Amro in
2001, could be one.
The Securities and Exchange Commis-
sion has accused the fund of misappro-
priating nearly S$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.

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 90 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 2 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 $60. Even Canadian oil sands,
. which require expensive and energy-
- intensive processing, are profitable at -

AMSTIDAM in aurzs

. something like $50. Eventuaily, the still. Morgan Stanley-has gotten its The leading private firms have lobbied |

* lure of profits will bring on new sup- mojo back of late. Its stock price is hard to avoid getting caught up in hedge- || Reuters ¢
ply, damping the price. up. risk-taking is being rewarded and  fund regulation. These efforts could be ‘;’;’,':”&3;:

' talent has returned to the firm. To thwarted if there's any more mischief fiors. futures
. This column is written by complete the turnaround, it needs to among the minnows of their industry. fore:gn axcha
breakingviews.com, an online financial  build a fortress in asset manage- —Martin Hutchinson, || R 2% o
commentary site. ment. It might be quicker to buy one. | Rob Cor and Lauren Silva i
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Response Exhibit B:

Current fuel surcharge of ABF Truck Lines - very common and

similar to that used by other truck lines. At $2.55 per gallonm,
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 Su'l;t_:harge - Compiyfétﬁon and Apblication

Site Tips s
Rules & Special Services Unless otherwise specifically provided, a fuel surcharge as shown in the tat
Index shall apply on all line haul chgrges when the U.S. National Average Fuel Inc
o cents is: ' . :
Summary
Search ABF111 But - Sut
Fuel Surcharge At | Less | Fuel Surcharge Amt At | Less | Fuel Surchar
Software Downloads Least] Than LTL TL Least| Than LTL
Q-Manager 90 91 -1.0% -2.0% 182] 183 9.1%
Q-Rate 91 92 -0.9% -1.8% 183] 184 9.2%
. 92] 93 -0.8% -1.6% 184] 185 9.3%
93 94 -0.7% -1.4% 185] 18 9.4%
94 95 -0.6%)} -1.2% 186] 18 9.5%
95 9 -0.5% -1.0% 187] 18 9.6%
96 97 -0.4% -0.8% 188] 189 9.7%
971 98]  -0.3% -0.6% 189 19 9.8%
9 99]  -0.2% -0.49 19 191 9.9%
99 10 -0.1% -0.2% 191] 192 10.0%
100 101 0.0%) 0.0%| 192] 193] 10.1%
101] 102 0.0% 0.0% 193] 194 10.2%)|
102} 10 0.0%] 0.09 194 19 10.3%
103] 104 - 0.0%) 0.0% 195] 19 10.4%)|
104] 105} 0.0% 0.0% 196] 197 10.5%]
105] 106 0.0%) 0.0% 197] 19§ 10.6%)]
106] 107 0.0% 0.0% | 198 199 10.7%l
107 108 0.0% 0.0% 199] 20 10.8%)
108] 10 0.0% -0.0% 200} 201 10.9%l}
1090 11 0.0%)] 0.0%]. 201] 202 11.0%)]
110} 111 0.0 0.0% 202] 20 11.1%)]
111] 112 0.0% 0.0% 203] 204 11.2%
112} 113 0.0%| ~ 0.0%) 204] 205 11.3%
113] 114 0.3%] 0.6% 205] 20 11.4%
114 115 0.4%} 0.8%l} 20 20 11.5%l}
115 116 0.59 1.0%| | 2071 20§ 11.6%
11 117 0.6% 1.2%| 20 209 11.7%
11 118] 0.7%| 1.4%] 2091 2100 11.8%
-118f  119] 0.9%)] 1.8%] 21 211 11.9%
119] 12 1.0% 2.0% 211} 212 12.09
120} 121 1.1% 2.2%)| 212 21 12.19
121} 122 1.3 2.6% 21 214} 12.2%
122 12 1.4 2.8 214 215 12.3%)}
123] 124 1.5% 3.0 215| 216]  12.4%|
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124] 12 1.6% 3.29 216] 217 12.5%
125 126 1.8% 3.6% 217] 218} 12.6%
126] 127 1.9% '~ 3.8%] 218 219 12.7%
127} 128 2.0% 4.0%) 219 220 12.8%)
128] 129 2.2% 4.4% 220] 221 12.9%)|
129] 130 2.3% 4.6% 221 222 13.0°
130] 131] 2.4% 4.8% 222 22 13.1%
131 132 2.5% 5.0% 223] 224 13.2%
132} 13 2.79 5.4%} 224] 22 13.3%)
133] 134 2.8% 5.6%)j 225] 226 13.4%}
134] 135 2.9% 5.8% 226] 227 13.5%
135] 136 3.1% 6.2% 2271 228 13.6%
136] 137 3.2% 6.4% 228] 229 13.7%
137] 138 3.3% 6.6% 229] 230 13.8%
138] 139 3.4%) 6.8% 230] 231 13.9%]
139] 140 3.6%] 7.2% 231] 232 14.0%)
140]  141] 3.7% 7.4% 232] 23 14.1%
141]  142] 3.8% 7.6% 233 23 14.2%
142] 143 4.0% 8.0% 234] 235 14.3%
14 144 4.1% 8.2%]| 235] . 236 14.4%]
144] 149 4.2% 8.4% 236] 237 14.5%)]
145]  146] 4.3% 8.6% 2371 23 14.6%]
14 147 4.5 9.09 23 239 14.7%]
147] 148} 4.6% 9.2% 239] 240 14.89
14 149 4.7% 9.4%)| 240 241 14.9%
149 15 4.9%)] 9.8%] 241 242 15.0%]
150] 151 5.0%] 10.0%] 242 24 15.1%]
151] 152l 5.1% 10.2%] 243] 244 15.2%)}
152] 153} 5.2% 10.4%)] 244] 24 15.3%]

- 153] 154 5.4%]  10.8%] 245] 246] 15.4%)]
154 155 5.5% 11.0%)| 24 247 15.5%]
155] 156 5.6%) 11.2% 247] 248  15.6%]
156] 157 5.8% 11.6% 248] 249 15.7%)]
157] 15 5.9% 11.89 249] 25 15.8%}
158]  159] 6.0% 12.0% 250] 251 15.9%
159] 160 6.2% 12.4% 251 252 16.0%{
16 161 6.3%] 12.6%) 252] 253 16.1%]
161] 162 6.4%]| 12.8%} 253] 254 16.2%l]
162] 163 6.6%]| 13.4%) 254] 255 16.3%;
16 1 6.7 13.6% 255 25 16.4%]
164 165) 6.8% 12.8% 256] 25 16.5%]
165] 166 6.9% 13.8%) 257] 258] 16.6%]
166] 167 7.1% 14.2%) 258] 259 16.7%4
167] 16 7.2%]  14.4%| 259 26 16.8%]
16 169 7.3% 14.6%) 2601 261 16.9%)
169 170} 7.5% 15.0%} 261] 262 17.0%]|
170 171 7.6% 15.2%) 2621 263 17.1%)
17 172 7.7% 15.4%)] 263] 264 17.2%]
1720 173} 7.9%)] 15.8%] 2 26 17.3%]

] | 1 —
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173} 174 8.0%]  16.0%) 265] 26 17.4%)
174} 175 8.1%)| 16.2% 266] 267 17.5%]
175] 176 8.2% 16.4%l 267 26 17.6%)
176] 177 8.4% - 16.8% 268] 269 17.7%
177} 17 8.5% 17.0% 269 27 17.8%)]
178] 179 8.6% 17.2% 270] 271 17.9%]|
179] 180} . 8.8%)] 17.6%) 271 272 18.0%
180] 181 8.9%| - 17.8% 2721  273| 18.1%
181 182 9.0% 18.0% 273] 274 18.2%

: 274 275 18.3%

When diesel fuel prices equal or exceed $2.75 per gailon, the LTL fuel surc
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 be
18.5%.

When diesel fuel prices equal or exceed $2.75 per gallon, the TL fuel surcl
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, 'TL' 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 lbs 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 ioad 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.

3. In applying the surcharge, first determine the freight charges that would
otherwise be applicable without the effect of the surcharge, including the -
the alternation process and any applicable discount or reduction. Once
determined, the charge will-then be subject to increase by the amount o
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-surcharge. The surcharge will be shown as a separate Ime 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,
surcharge shall be applied to the resulting total charges.

Current Fuel Surcharge

ABF 111-X, Item 161
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