OIL CREEK & TITUSVILLE LINES, INC.
POST OFFICE BOX 309

GOWANDA, NEW YORK 14070

April 27, 2006

The Honorable W. Douglas Buttrey

Chairman, Surface Transportation Board

1925 K Street NW

Washington, DC 20423-0001

Dear Chairman Buttrey: 

The Oil Creek & Titusville Lines, Inc.(OCTL), is a 16 mile common carrier, short line railroad serving Titusville, PA in the northwest corner of the Commonwealth of Pennsylvania.  OCTL is a junction settlement carrier formed in 1986 to reactivate service from Rouseville, PA (Oil City, PA) to Titusville on the former Conrail Titus-Secondary   that was originally part of the Pennsylvania Railroad’s route from Oil City, PA to Buffalo, NY.  Included in the transaction were 2.5 miles within the City of Titusville where 2 manufactures of plastic pipe, 1 blender of industrial petroleum wax and 3 manufacturers of dimensional hardwood and the Titusville Opportunity Park are located. 
OCTL is presently served at Rouseville by Norfolk Southern Corp. through a haulage arrangement provided by Western New York and Pennsylvania Railroad (WNYP) operating under contract to Norfolk Southern (NS). 

OCTL sets its own rates and participates and/or publishes tariffs; exempt quotations and other line haul pricing mechanisms in cooperation with NS and with carriers beyond NS gateways.  NS settles with its connections in ISS and pays OCTL its portion of the base rate upon our presentation of a junction settlement claim to NS on a monthly basis. 
This time honored method of settlement for small roads with a single and exclusive connecting carrier allows the small railroad to fully participate in the marketing process, especially the pricing function, with the intent to restore and increase the availability and utility of rail service to all prospective shippers on the short line property.  The OCTL jealously guards the junction settlement method of managing our relationship with the connecting carrier; because, it is simple, efficient and maintains the participation in pricing development that “handling line” or “switch settlement” relationships do not. 
Norfolk Southern and other carriers involved in traffic originating or terminating on OCTL have elected to impose Rail Fuel Surcharges which are additive to the rates quoted to customers tendering shipments to or from our line. 
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OCTL has no fundamental disagreement with the need to impose surcharges for extra-ordinary costs suddenly experienced by the rail industry as a result of the price chaos in the energy markets.  In those instances where fuel cost has moved dramatically, unpredictably and materially upward after the development of price quotations, tariffs or contracts (which must be presumed to have been based upon all cost factors, including fuel, labor, materials, capital costs, system capacity and other competitive factors), the fuel surcharge is a necessary method of spreading the burden from the carrier to its customer.
However, OCTL concurs with shippers who have reacted with alarm to the magnitude of fuel surcharges imposed upon total freight charges where such charges were based upon recent quotations where all factors are assumed to be considered before the quotation was made to the shipper.  OCTL will not attempt to revisit the arguments before the Surface Transportation Board as to the defect in the present methods used to index the fuel surcharge.  OCTL believes that the recent announcement by NS as to their change in methodology is a constructive step toward resolving the “sticker shock” which resulted from the earlier methods employed by NS and other carriers.  Certainly the price levels of the base rates will change when the quotes are reissued to reflect a higher base cost of diesel as represented by the updated WTI level contained within the announcement by NS.

OCTL takes strong exception to the current unreasonable practice of NS applying the fuel surcharge percentages to the entire freight charges and then dividing the proceeds in an arbitrary fashion, refusing to pay to junction settlement carriers their rightful portion of the surcharge as applied to, and derived from, the junction settlement carrier’s revenue and attempting to coerce change to another method of settlement that would deny the short line participation in the marketing process.  Quite apart from the reasonableness of the method of calculation of the fuel surcharge, there is no reasonable justification for a carrier who has a junction settlement relationship with a connecting short line to refuse to honor invoices for the short line’s share of the surcharge placed upon the short line’s revenues.  We believe that the Board can and should address this fuel surcharge practice through its jurisdiction to regulate unreasonable practices, 49 U.S.C. sec. 10702.  
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OCTL appreciates the opportunity to share our opinions with the Board, and we urge the Board to adopt rules directing fuel surcharges to be paid to all connecting carriers who participate in through rates developed through the participatory revenue requirement process.  Moreover, we encourage the Board to take an active part in developing guidelines and mechanisms which will cause the rail carriers to apply reasonable and current methods to indexing, applying and sharing the fuel surcharges so that shippers will have all available information on pricing at the time of quotation, publication or contracting for the “time and place utility” this industry is franchised to provide.

Respectfully,

Oil Creek & Titusville Lines, Inc.

Robert O. Dingman, Jr. 

President

