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By Order 2002-4-14 the Department of Transportation proposes to terminate the process by which it has been making quarterly fuel surcharge adjustments to the mainline and bush mail rates for the State of Alaska.  The DOT stated that its tentative decision to cease the fuel adjustment update process was based upon the fact that since late 1999, when the procedure was adopted fuel prices, “have generally decreased and stabilized ….”  Order 2001-4-14, page 1.  Alaska Central Express, Inc. (“Alaska Central”) hereby objects to the DOT tentative decision and urges the DOT to continue the quarterly fuel update process.


Alaska Central questions to fundamental rational for the change in Department procedure and that is that fuel prices are no longer as volatile as they were in the recent past.  The DOT has not presented any fuel cost data to demonstrate or otherwise validate its conclusion.  Further, the increase in U.S. crude oil prices since the beginning of 2002 strongly suggests that pricing variations will continue to be observed in the market.  Based on Department of Energy data, the price of a barrel of crude oil jumped from $17.06 in January 2002 to $25.39 in May.
  The price of jet fuel is obviously related to the cost of crude oil and Alaska Central assumes that the financial data to be submitted by those carriers in each class on which the Department relies to calculate intra-Alaska mail rates will be reflective of this observed increase in the price of crude oil.  


Perhaps, the Department’s observation regarding fuel prices was made based on the decline in the cost of crude oil experienced in the year 2001.   While such a decline was experienced in the U.S. market, the fuel rate adjustment procedure was always intended by the DOT to be forward looking and was implemented to avoid the need for potentially large retroactive rate adjustments.  Therefore, it is not relevant that calendar year 2001 experienced declines in crude oil prices since the theory supporting fuel price adjustments was to reflect changes in the price of fuel on a more real-time basis.  


Certainly, the DOT fuel rate adjustment Orders issued during the course of calendar year 2001 paint a picture of continued fuel price volatility as shown below:

DOT Order 
Mailine Rate Adj.*
Bush Rate Adj.*


2000-12-19

3.78



2.86

2001-3-11


1.57



1.39

2001-6-10

    (1.34)

    (0.04)

2001-9-9


1.11



0.31

2001-12-9


1.96


    (1.39)

2002-4-14

    (6.02)


 .94

*Adjustment based on line haul component of the applicable rate.  

The conclusion of Alaska Central is that fuel prices continue to fluctuate thereby justifying the continued practice of issuing quarterly fuel update Orders.

Therefore, for the reasons set forth above, Alaska Central objects to Order 2002-4-14 to the extent it proposes to terminate the DOT practice of making quarterly fuel adjustments to intra-Alaska mail rates and to instead revert to the procedure of updating mail rates based on changes in fuel prices on an annual basis.

Alaska Central urges the DOT to continue to issue, on a quarterly basis, fuel update Orders to the intra-Alaska mail rates.
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I hereby certify that a copy of the foregoing Comments of Alaska Central Express, Inc., was e-mailed this 16th day of May, 2002 to all of those persons shown as having received from the Department of Transportation by e-mail a copy of Order 2002-14-4.


















________________________







   Robert P. Silverberg

� Source:  U.S. Department of Energy, Energy Information www.eia.doe.gov/oil_gas/petroleum/info_glace/prices.html.





