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VIA HAND DELIVERY

The Honorable Vernon A Williams %
Secretary

Surface Transportation Board 4-".;.: &
Case Control Unit &, P
1925 K Strect, N.W ik,
Washington, DC 20423

Re: Docket No. 41191 (Sub-No 1), AEP Texas North Company
v, BNSF Railway Company

Dcar Secretary Williams:

Enclosed for filing 1n the referenced proceeding are an onginal and sixteen
( 16) copics of the Rebuttal Third Supplemental Evidence of Complainant AEP Texas
North Company. A CD containing the Narrative and Exhibits 1s included

Also enclosed 15 a DVD which contains the clectronic and other workpapers
supporting the calculations summanzed in the Narrative, These workpapers contain
“highly confidential™ information, and therefore the DVD is being filed UNDER SEAL.
in accordance with the governing Protective Order.

Kindly acknowledge receipt and filing of these matenals by date-stamping
the cxtra copy of this filing and returning it to our messenger.

Sincercly,

'_,a'

Kelvin J. Dowd
An Attomey
for AEP Texas North Company
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BEFORE THE
SURFACE TRANSPORTATION BOARD

AEP TEXAS NORTH COMPANY ;
Complainant, ;

V. ; Docket No. 41191 (Sub-No.1)
BNSF RAILWAY COMPANY ;
Defendant. ;

REBUTTAL THIRD SUPPLEMENTAL EVIDENCE OF
COMPLAINANT AEP TEXAS NORTH COMPANY
Complainant, AEP Texas North Company (“AEP Texas™), hereby submits
its Rebuttal Third Supplemental Evidence in comphance with the Board's Orders served
November 8, 2006 (“November 8 Order™) and November 22, 2006 (“November 22
Order™), and 1n response to the Reply Third Supplemental Evidence of BNSF Railway

Company (“BNSF Reply™) which was submitted on March 19, 2007,



INTRODUCTION
In an cffort to avoid undue repetition and over-burden an already extensive
record, AEP Texas 1s limiting this prescntation to a direct response to the specific pomts
raiscd in the BNSF Reply. In so doing, however, AEP Texas re-affirms 1ts ptevious

submissions and arguments, and commends them to the Board’s favorable consideration.

I. VARIABLE COSTS

A. Movement-Specific Variable Cost Should Be Used
for Jurisdictional Threshold Purposes

In its Openming Third Supplemental Evidence (“AEP Opening ). AEP Texas
demonstrated why in this case the Board should continuc to rely on movement-specific
calculations of vanable costs for junsdictional threshold purposes, and why the reasons
offered by the Board in Ex Parte No 657 (Sub-No 1)’ for exclusive rehance on system
average LIRCS Phase 111 costs 1n future cases were not applicable herc. AEP Opening at
6-10. AEP Tcxas further showed how certain of the grounds cited by the Board could not
be supported by precedent or logical analysis, and how application of the new policy
inherently biascs the results of vanable cost and jurisdictional threshold determmations in

favor of market dommant railroads.’

! Ex Parte No. 657 (Sub-No 1). Major Issues in Rail Rate Cases, Decision served
October 30, 2006

2 AEDP Opeming at 11-12,
5 Id at7,13-14.



In reply, BNSF docs not dispute that exclusive reliance on unadjusted
system averages produces higher vanable costs BNSF simply argues that the points
raiscd by AEP Texas were considered and rejected by the Board 1n Ex Parre No 657
{Sub-No 1) BNSF Reph at 2-4 However, the flaws 1n the Board'’s reasoning addressed
by AEP Tenas only became evident upon review of the Board’s written opinion,” and the
abscnce of support 1n the procedural 1ecord for the Board’s conclustons could not have
been argued before that record was assembled. AEP Opening at 10-11 Under these
circumstances, AEP Texas 1s well within its nghts to urge reconsideranon of the Board's
decision to apply its new system average approach to the completed record in this case.

AEP Texas demonstrated the clear bias inherent in the Board's new pohicy
through a companson of the variable costs for AEP Texas’ own coal movement produced
by the system average URCS Phase III approach to an updated {1 ¢ , 1Q07) calculation of
the movement-specific costs for this same scrvice as determined by the Board in 1996.°
AEP Opening at 13. In 1esponse, BNSF argues that the fact that system average costs are
higher than the actual costs determined by the Board does not imply that the system

averages are less accurate.’ BNSF Reply at 5. But that 1s precisely what the STB found mn

* For example, AEP Texas explaincd that the Board apparently had converted 1ts
rejcction of arguments raised against the usc of movement-specific unit costs with system
average vanability factors m its 2004 Xcel decision into a favorable “recognmition” of
thosc same arguments in Ex Parte No 657 (Suh-No 1) AEP Openng at 12.

* West Texas Util Co v Burlington N R R Co,1S.T B. 638, 718 (1996), aff'd sub
nom., Burlington N. R R. Co v STB, 114 F. 3d 206 (D C. Cir. 1997).

® Notably, BNSF docs not take 1ssuc with AEP Texas’ demonstration of BNSF's
-5-




West Texas Utilities, regardless of whether 1 was BNSF or the Complainant argumg for
the use of system averages. See 1 S.T B. at 721 (“Because actual cost are always
prefcrable to system average costs, we accept BN’s adjustment )  System average cost
invartably was considered to be a less preferable default value See,eg.1STB at 722
(““although actual cost are preferable, we are unable to rely on the adjusted system-
average cost evidence provided by ether of the parties.”) Any cost or cost component
bascd on system averages by defimtion will be less accurate than actual costs, unless the
charactenistics of the transportation 1n question are 1dentical to those of the carmier’s
“average” movement.

The Board should revisit and teverse its earlier determination to calculate
vanable costs for jurisdictional threshold purposes solely on the basis of the system
average URCS Phase LIl formula and the minimum nine (9) inputs needed to run the
formula.

B. System Average Variable Costs

In comphance with the Board’s dircctives, AEP 1 exas calculated vanable
costs for its Oklaunion movement on a system average basis, 1n strict accordance with the
URCS Phase 11l program. Costs were calculated on an annual basis and indexed quarterly

for each historic period through 2005, then indexed forward for cach quarter from 1Q06

significant productivity gains over the 1996-2006 time period, such that the updated West
Texas Unilities costs themselves are probably inflated. AEP Opening at 14

-6



through 1Q07 The index mcthodology employed was the standard Board procedure
prescribed for system average calculations, ¢ e , the 1E-80 approach ” /d at 16.

BNSF accepis the cost inputs used by AEP Texas, and purports to gencrally
accept AEP Texas® indexing procedures  BNSF Replv at 5-6. In a clear departure from
the approach mandatcd by the Board in Ex Parre No 657 (Sub-No 1) and the November 8
Order, howevel, BNSF advocates the use of a special BNSF-specific fuel cost adjustment
mdex, with the direct effect of inflating vanable costs above the system average URCS
Phase 11l level. BNSF Reply at 6-8.

BNSF justifics its usc of a special fuel index on the ground that the parties
stipulated to this index following a Board-directed techmical conference held on March
29, 20042 While this 1s accurate as an historical matter, 1t 1s irrelevant in the wake of
Ex Parte No 657 (Sub-No 1) BNSF and AEP Texas reached strpulations regarding a
number of vanable cost components following the March 29, 2004 conference, including
certain traffic and operanng characteristics, loss and damage expenscs, and car handling
costs, as well as indexing factors that extended beyond fucl * However, these supulations

- and the technical conference itself- took place n the context of a longstanding costing

" Eaplananon of Rl Cost Update Procedures, ICC Statement 1E-80 (Apnil 1980), as
supplemented 1n Complaints Filed Under Section 229 of the Staggers Rail Act of 1980,
3651 C C 507 (1980). See also Docket No 42051, Wisconsin Power & Light Co v
Union Pacific Ratlroad C'o , Decision scrved September 13, 2001 at 59-60

8 BNSF Reply at 6, citing AEP Texas Reply Workpapers 021-022

% See AEP Texas Reply Workpapers 015 through 024. Tellingly, the only stipulation
that BNSF seeks to mvoke 15 the one which would inflate vanable costs.

-7-



regime that permitted (and indeed, encouraged) multiple movement and carrier-specific
adjusiments to system average data BNSF’s special fucl index plamnly 1s a carrier-
specific adjustment to the system average indexing approach.'®

The Board was uncquivocal in Ex Parte No 657 (Sub-No 1) that vanable
costs for juniscictional threshold purposes now are to be calculated on a system average
URCS Phasc 111 basis, without regard to any movement-specific or actual cost
adjustments. While AEP Teaas strongly disagrecs with this policy shift, and 1s
challenging 1t in the Court of Appeals, if it 13 10 be the rulc, 1t must be the rule for both
partics. BNSF's special fuel index is an adjustment to the system average approach, and
should be rejected.'’ Tn 1ts Rebuttal calculations, AEP Texas continues to employ the 1E-
80 system average indexing formula.

Exhibit RTS-1 compares AEP Texas® movement-specific costs to BNSF’s
Phase I11 costs, cxcluding its inappropnate apphication of 1ts special BNSF fucl index to

AEP Texas” unadjusted URCS Phase 111 resulis

1® BNSF wrongly claims that after using the stipulated fuel index m carlicr phases of this
proceeding, AEP Texas “switched to the broader AAR index without even noting that it
was abandoning the approach to which the parties stipulated....” BNSF Reply al 6. AEP
Teaas clearly stated thai, consistent with the cstabhshed Board procedures for indexing
system average costs, AEP Texas was using the 1E-80 approach in this supplemental
round AEP Opening at 15-16

' BNSF"s citation to the use of its special fucl index in the Arizona Electric Power
Cooperative proceeding also 1s inelevant. BNSF Replv at 8 n 7. Like the pnior
evidentiary phascs of this proceeding, the record 1n that case was assembled under the
well-established rubnc of a movement-specific approach to the calculation of vanable
costs 1n umt train coal rate disputes



1l. REVENUE ALLOCATION ON CROSS-OVER TRAFFIC

’ In comphiance with the November 8 Order, AEP Texas recalculated the
division of revenues earned on cross-over traffic between BNSF and the hypothetical
Texas & Northern Railroad (“TNR™) using the Average Total Cost methodology (“ATC™)
udopted in Ex Parte No 657 (Sub-No 1) AEP Openung at 17-25. BNSF has leveled four
(4) enticisms against AEP Texas® ATC-bascd divisions evidence. They arc addressed 1n
tum, below.

A. The Use of Surrogate Routing and Density Data
In 1its Novembcr 8 Order, the Board clearly dirccted that ATC calculations
and the resulting peicentage revenue sphits between BNSF and the TNR be determined
for the TNR’s basc ycar
BNSF should develop the revenue allocations
using the base-year denstties and URCS fixed
and vanable costs .. Ifa non-issue movement
is not 1n the traffic group in the base ycar, but
would be forecast to be carried by the SARR 1n
future years, BNSF should stil cost the
movement using the URCS that corresponds to
the base year.
November 8 Order at 3. There 1s no dispute that 2000 1s the TNR’s base
year However, through the supplemental discovery process it was revealed that BNSF

did not have basc year routing and density data for the relevant traffic group BNSF

instead produced routing and density data for 2004'2 for the TNR coal traffic, and for

2" As discusscd infra. the BNSF data did not include densities for lme segments not
9-



2002 for non-coal traffic The partics stipulated to the use of the 2002/2004 routing data
for ATC purposcs.

Because density 1s directly linked to the routing of traffic. 1t 1s cssential that
density and routing be based on the same year's data. Therefore, AEP Texas determined
on-SARR and off-SARR densities for coal traffic based on BNSF's 2004 data, and for
non-coal traffic on the 2002 data, using these as surrogates for the 2000 base year.
Consistent with the Board's directive, AEP Texas then used BNSF's base year 2000
URCS fixed and vanable costs to calculate the BNSF and TNR revenue divisions under
ATC. AEP Openming at 20-21.

BNSI agrees with AEP Texas’ matching of calendar year data for cross-
over iraffic routings and routc densiies BNSF Reply at 11 However, BNSF argues that
the use of thesc suntogates with buase year 2000 URCS costs “would creatc a meaningless
ratio,””? and advocates calculating ATC divisions using 2004 URCS data. Jd at 11-12.
BNSF’s argument 1s without merit.

First, BNSF’s approach defies the Board's mandate that ATC divistons be
determined using base year (1 ¢ , 2000) URCS costs  As noted, the unavailability of
routing and density data for calendar year 2000 led AEP Texas to rely on 2002 and 2004

data as surrogates. However, those data were surrogates for calendar ) ear 2000, the base

owned by BNSF, over which BNSF operated via trackage nghts.

'3 BNSF Replv at 10



year on which the BNSF/TNR revenue divisions were to be determined Under BNSF’s
approach, the ta1l wags the dog.

Second. BNSF's “meaningless ratio™ argument is predicated on its
assumption that 2002/200-4 density and routings for the TNR traffic group and its off-
SARR counterparts were meaningfully different from the base year. However, no
evidence 1s offered 1n support of this assumption '* It 1s more hikely that any changes 1n
on-SARR dcnsities, for example, were matched by comparable changes 1n of-SARR
densitics, such that the relative relationship between the two (the relevant factor for ATC
purposcs) was basically the same in both ycars.'*

Third, BNSF’s own counter-calculations violate the premises that t claims
should govern. Whilc accepting the use of 2002 non-coal routing data as a surrogate for
2000, BNSF proceeded to rely on 2004 density data for this same traffic.'® Likewise,

BNSF applied its new 2004 ATC ratios to shipments occurring over the 2000-2003 ume

" As notcd, the hmitations of BNSF’s routing and density data archive necessitated
reliance on surrogate ycars In the first place  BNSF should not be permutted to profit
from this circumstance by defimng what the missing data would have showed

'S BNSF 1s wrong in 1ts assertion that the use of allegedly lower calendar year 2000 fixed
costs instcad of 2004 costs distorts the on-SARR/off-SARR revenue allocation BNSF
Reply at 11 n 10. The Board’s November 8 Order dirccted the parties to use 2000 URCS
costs for ATC purposes Id at 3. There 1s nothing to “distort™ when the partics are both
directed to use the same, single 1eference point. 2000 URCS costs are available, and
therefore should be used. Base year density data 1s not available, but as explained, 1t 1s
reasonable to assume that the relative on-SARR/off-SARR dcnsitites were comparable
between the hase ycar and the 2004 surrogate year.

'* See BNSF Reply Third Supplemental clectronic workpaper
“TNR_2002_Density NonCoal_OD_Routing_ BNSF Rev xIs™
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period, despite 1ts previous asseriion that changes in densihies and costs between 2000 and
2004 would render any calculations that did not match route/density and cost ycars
“meaningless”.'’

AEP Texas’ approach 18 more consistent with the Board's directive in the
November 8 Order, taking into account the unavailability of base year routing and density
data. AEP Texas conttnues to rely on this approach 1n this Rebuttal Evidence.

B. Interchange Costs

BNSF next asserts that the interchange costs assighed by the URCS Phase
L] program to the hypothetical BNSF/TNR interlime movements should be excluded from
the ATC calculation, on grounds that the “rcal world” BNSF does not incur such costs.
BNSF Reply at 12 This adjustment should be rejected as well

First, the assignment of mterchange costs 1s an automatic function of the
URCS Phasc 111 program when the “shipment type” 1s identified as interline or overhead
traffic. In Ex Parte No 637 (Sub-No 1) and the November 8 Order, thc Board directed
that vanable costs for ATC purposes should be determined using system average URCS

Phasc 111, without adjustments. Under ATC, the on-SARR and off-SARR scgment costs

arc based on the incumbent's costs for the respective portions of its system,'® but the

1" Sec BNSF Reply Third Supplemental clectromc workpaper “TNR Coal Traf and Rev
0100-0603 Rcb_AT(C _021607_BNSF Rev xis”.

'® That 1s the clear import of the phrase from the Notice of Proposed Rulemaking

preceding Ex Parte No 657 (Sub-No I) that 1s cited by BNSF (BNSF Reply at 12). It1s

also noteworthy that the Board characterizes the average varnable cost calculation under

ATC as being consistent with the first step of the Density Adjusted Revenue Allocation
-12-



transportation service to which these costs are assigned 1n the world of stand-alone costs
15 interline service  As an interchange takes place 1n the stand-alone world, the URCS
vanable costs for ATC purposes should reflect it.

Second, the construction and operating cost components of the stand-alone
cost cvidence subnutted by both parues to this case include facilities for the interchange
of traffic between BNSF and TNR, and the resources needed to operate them.'® It 1s
obviously improper to 1equire the SARR to bear the costs associated with interchanges
with the incumbent, but determine revenue allocations as if those interchanges did not
exist

Finally, whilc BNSF argues for the chimination of interchange costs from
the URC'S Phase [II program, it docs not advocate exclusion of the fixed portion of
interchange costs, and it would continue to include systcm average variable costs for
other tiansportation elements that URCS assumecs, but do not actually exist, in unit train
service (e g , ongim and destination terminal costs for movements that continuocusly

cyclc)

(“DARA™) methodology advocated by BNSF for use in this proceedimg  In 1ts earhier
evidentiary submussions based on the DARA formula, BNSF included inteichange costs
in the vanablc cost analysis See BNSF Supplemental Reply clectronic workpaper “AEP
Coal Cost by Tramn 6-15-06 Reply.xls™.

" See, e g, Opening Evidence of Complainant. March 1, 2004, Narrative at [[[-D-54, 11}-
F-62-64, Reply Evidence of Defendant, May 24, 2004, Narrative at {ii C-14, 111 F-22-23,
111 F-85.
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BNSF’s “interchange cost adjustment™ 1s an attempt to improperly
manipulate the URCS Phase [II costing program to its benefit, and should be rejected

C. Fixed Costs for Trackage Rights Segments

Upon further review of its ATC calculations in preparation for this
Rebuttal, AEP Texas concurs in BNSE’s observation that the calculations in AEP
Opening did not appropnately allocate fixed costs 10 line segments over which BNSF
operates via trackage nights. BNSF Replv at 13 The omission 1s traceable to a lack of
available data respecting traffic densities on those hine segments  However, neither of
BNSF’s suggested “fiacs™ should be adopted. /d at 13-14 It would be wiong to exclude
trachage nghts miles altogether, since thcy obviously arc a part of the BNSF system; and
BNSF’s “above the rail/below the wheel™ approach unnecessanly adds yet another layer
to an alrcady complex analytical procedure® and would exacerbate discovery burdens n
futurc SAC cases

The workpapers accompanying the BNSF Rephy include density data for
jomnt facility segments which were nussing from the 2002/2004 density information

discussed supra 2! Using this data.> AEP Texas has 1ccalculated the BNSF system

® For example. 1f fixed costs arc to be scparated between owned route miles and jomt
facility route miles, logically there would be no reason not to also recognisc separate
fixed costs for yard facilities, specific car types, locomotives, etc.

2 See BNSF Reply Third Supplemental electronic workpaper “BNSF 2004 Density
AEPTX BNSF Rev xIs™.

2 For purposcs of 1ts Rebuttal calculations, AEP Texas utilized the densities developed
by BNSF 1n 11s Reply. AEP Texas used the 2004 densitics calculated by BNSF for coal
-14-



average fixed costs assignable to all route segments based upon density, and ensured that
all miles used in computing the fixed cost per mile bear the appropnate share of total

ok ]
fixed costs ~

D BNSF’s Treatment of Density Segments

The stated purpose of the ATC methodology 1s to apply a systcm average
formula that estimates the average costs that the incumbent railroad incurs to provide
service over a particular part of 1ts system, in order to guide the division of revenuc from
traffic that moves over those lincs between that ratlroad and the hypothetical SARR that
rephcates a portion of those lines * In describing the approach to the calculation of
average fixed costs contemplated by the methodology. the Board directed parties to focus
on the “on-SARR"™ and “off-SARR™ portions of each relevant traffic routing

Assume there 1s a movement for which the
railroad charges $10 per ton to haul the traffic
1,000 miles. Assume further that the SARR
designed by the complamant would only carry

that traffic S00 miles to a fictional interchange
point with the residual railroad. To allocate the

shipments, and 1ts 2002 densities for non-coal 1t should be noted, however, that scveral
qucsihionable assumptions are included m the BNSF calculations For cxample, BNSF
uscd a 2002 density map based on gross tons, then developed a system mark-up ratio
based on changes fiom 2002 to 2004 and applied 1t 10 the 2002 map densitics to produce
what 1t represented as 2004 densities. Additionally, BNSF calculated net tons per
scgment simply by dividing 2004 gross tons by 1.5. While AEP Texas accepts these
calculations for purposes of this proceeding, 1t does not stipulate to their accuracy.

2} See “TNR 2002 Density NonCoal OD_Routing 040207 xIs” and "BNSF 2004 Density
AEPTX 040207.xls".

2 Ex Parte No 657(Sub-No 1), at 26
-]15-



revenue from that cross-over movement, the
partics would have to estimate the average total
cost (ATC) mcurred by the railroad to haul that
traffic over the 500-mle scgment replicated by
the SARR, and over the 500-milc segment of
the residual railroad. First, the railroad’s
average vanable cost (AVC) per ton to haul the
traffic over each segment would be estimated
using unadjusted URCS (as was the first stcp
with DARA) The partics would then necd to
calculate the average fixed cost (AFC) per ton
of traffic using the various segments. They
would do so by calculating the ratlroad’s
system-average fixed cost per route mile, using
URCS to determine the ratlroad’s total fixed
costs and dividing this figure by the total routc
miles of track operated by the railroad This
system-average fixed cost per route mile could
then be combined with the route miles and the
traffic density of any particular scgment of the
railroad’s network to estimate an AFC per ton
associated with that segment The ATC for any
particular segment would be the sum of AVC
and AFC for that segment.

EX Parte No, 657 (Sub-No 1), Decision served

February 27, 2006 at 19-20

Consistent with the foregoing, AEP T'cxas developed the weighted-average
traffic densities for the on-SARR and off-SARR portion of ¢cach TNR shipper’s routing,
and combined those densities with BNSF’s system average fixed cost per mile to
determine the average fixed cost per ton associated with cach segment. AEP Opening at

20-21 The resulting average fixed costs per ton were combined with their average

-16-



vanable cost counterparts fot the same segments to develop the appropnate on-SARR and
off-SARR revenuce divisions percentages for each movement.

In reply. BNSF argucs that the on-SARR and off-SARR segments should be
divided 1nto thousands of sub-segments, with fixed costs allocated separately to cach sub-
segment (however short) where density differs to any degrec from adjoining sub-
segments. BNSF Reply at 14-16 BNSF clamms that this procedurc 1s necessary to avold
an over-allocation of revenuc to the SARR. /4 at 16 ** BNSF's new approach 1s nerther
mentorious nor necessary, and should not be adopted

First, BNSF's sub-segment methodology 1s at odds wath the
Board's dnective 1n Ex Parte No 657 (Sub-No 1) that fixed costs per ton for AT('
purposes should be calculated on an average basis for the two components of the
mncumbent’s systcm between which revenucs are being divided the portion replicated by
the SARR, and the portion deemed to be operated by the restdual incumbent /4.,
Decision served February 27, 2006 at 20.

Second, BNSF's approach would move the matter of dividing revenues on
cross-over traffic between the SARR and the residual incumbent even farther away from
the reahity of how those revenues are set in the first place As the Concerned Capuve
Coal Shippers pointed out 1n £x Parte No 657 (Sub-No 1), any aitempt to “allocate™

systemwide fixed costs 1o particular lines 1s inherently arbitrary, and 1n fact plays no role

¥ BNSF does not question the fact that the methodology used by AEP Texas fully covers
BNSF's system average fixed costs.

-17-



in the way the railroad rates that produce the cross-over revenues arc set 1n the real world.
See Opening Comments of Concemed Captive Coal Shippers, May 1, 2006 at 48-53.
While AEP Texas believes that ATC 1s flawed for this reason, among others, a weighted
average appioach at least reflects the fluidity of traffic over the relevant line scgments
BNSF's suggested methodology. in contrasi. is granular in 1fs attempt to assign
fundamentally un-assignable costs to particular inciements of service

Lastly, the BNSF approach is not needed to, and would not ensurc against
any under or over-allocation of revenues to the on-SARR portion of a cross-over
movement Given that the assignment of fixed costs 1s inherently arbitrary, any “‘cost
based™ approach to revenue divisions, including BNSF’s, runs the risk of mis-allocation,
depending upon the composition of the linc segments and the traffic 1 question

AEP Texas continues to rely on a weighted average approach to the
calculation of average fixed costs for ATC purposes.® The results of AEP Texas'
Rebuttal calculations of TNR revenues using the ATC formula, including the adjustment

to account for debit joint facilities discussed supra, are shown on Exhibit RTS-2

? In its eanfier submissions bascd on the DARA formula, BNSF calculated the weighted
average density divisor the same way that AEP Texas calculates it for ATC' purposes See
BNSF Junc 15, 2006 clectronic workpaper “Residuat BNSF Densities 02 6-15-06

Reply xlIs™,

-18-



11l. MAXIMUM MARKUP METHODOLOGY
The parties are 1n agreement that the same methodology used to calculate
vaniable costs for ATC purposcs should be used for purposes of application of the

Maximum Markup Methodology

CONCLUSION
Subject to the trachage nghis adjustment to the ATC calculations descnbed
herein, no changes to AEP Texas® Opening Third Supplemental Evidence are warranted
by BNSF's claims on reply. For the reasons set forth in AEP Opening and in the
comments filed by AEP Texas and the Concerned Captive Coal Shippers in Ex Purte No
657 (Sub-No 1), however, vanable costs and the revenue allocations for cross-over traffic
in this case should be determincd based on the standards and precedents 1n place prior to

that proceeding, and the evidentiary record assembled 1n rehance thercon.
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Exhibit RTS - 1
Page 1 of 6

COMPARISON OF

BNSF YARIABLE COST FOR SHIPMENTS TO OKLAUNION
{Movement Specific and Phase 11l - 2Qu0 through 1Q07)

BNSF Variable Cost Per Ton
Phase 111 Vanable Cost
AEP Texas
Movement BNSF Reply Rebutal
Specific Thrd Third
Beriod Vanable Cogl I/ Supplemenidl & Supplemental Y/
(N (2) 3) 4
A. Buclghin Mine Originations
1 2Q00 $6 53 $869 S840
2 3Q00 $6 55 S877 58 77
3 a0 %67 S5 94 $902
4 1Q0I 5696 oM 5029
5 2Q01 $698 5917 $918
6 3Q01 $703 5920 916
7 4QI' $692 5904 902
8 2Q003 $743 5053 5953
9 aQ03 723 4l 5945
10 105 $725 5996 $9 85
11 2Q05 $778 Sio24 $1028
12 3Q05 19 S10 54 1044
13 4Q05 87 S1079 $1097
W 1Q06 802 $1069 $10 5]
15 20Q06 $i52 SI108 $1087
16  3Q06 5873 513 51104
17 4Q06 5315 sl107 51063
18 1Q07 781 Si100 51041
B. Rawhide Mine Onginations
19 1Q02 3664 $9 04 897
20 202 $695 924 $924
21 3Q02 5727 3R ) $938
22 4Q02 724 $943 $953
23 103 $732 964 $9 59
24 2Q03 7 963 $963



Exhibit RTS - 1
Page2of b

COMPARISON OF
(Movement Specific and Phase 11 - 2Q00 through 1Q07)

BNSF Vanable Cost Per Ton

Phase [Ii Vanable Cost
AEP Tonas
Movement BNSF Reply Rebuttal
Speaific Third Third
Beniod Vangbic Coxt I/ Supplementdl &' Supplemental ¥
(3)) ) J) (4)
C. Esgle Butis Mine Originations
25  1Q03 73 045 $94]
26 2Q03 )17Cars $6 % 5920 5920
27 200} 128 (ars $6 88 5920 5920
28 3Q03 $708 5933 $923
29  4Q03 $708 §928 9
I 1QH §716 $9 50 $945
M 2Q04 XXX 59 66 59 6!
12 3QM XXX 5988 5986
33 4Q04 XXX $1018 $1033
4 1Q05 $740 $1011 $1000
5 2Q08 $770 51006 $1007
36 3Q0S 5825 $1085 $io 76
37 4Q0s $9 07 $1112 SIL W
18 1Q06 $835 $liol $S1085
19  2Q06 $877 $11 )7 Si11 15
40 3Q06 $907 SI7s SI138
41 4Q06 $847 St 4l Stoos
42 1Q07 s811 sl 51073
D. Jacobs Ranch Mige Originations
43 2Q00 s$5i97 $307 $7 80
4 Q00 $611 $8 56 $8 57
4 1Q01 S 80 59 14 $919
% 2Q01 $6 80 $905 $9 06
47  3Q0] $6 66 $3 8l 478
48 4001 61N 58 86 5884
49 1Q02 LY $374 5867
50 3Q02 S678 $8 96 S89s
51 4Q02 §728 $929 $939
52 2Q03 §7%3 $9 51 $9 50
53 1Q0s S8 02 51058 51046
$4 2Q08 5861 $1088 sl 89
55 3Q0s 5876 sit 19 s1109
56 4Q05 5962 S1147 51165
§7  1Q06 $8 86 51136 51118
58 2Q06 230 SIt 73 51150
59 3Q06 5962 si211 1IN
60  4Q06 5899 $iIL 77 $1130

61 1Q07 58 6l $it70 $1107



Exhibit R1S-1
Page 3 of 6

COMPARISON OF
BNSE VARIABLE COST FOR SHIPMENTS TO OKLAUNION
{Movement Specific and Phase [11 - 2Q00 through 1Q07}

BNSF Variable Cosl Pet Ton
Phase [1] Vanable Coat
AEP Texa
Movement BNSF Reply Rebuttal
Specific [hird Third
Penod Vanable Cost }/ Supplemenigl 27 Supplemental ¥/
(N 2) h 4
E. Blach Thunder Mine Ocizinations
62 1Q0] 5647 S8 6l $8 66
63 30! $70] 5895 SE 9l
64  4Q0) $6 54 $8 66 SE 64
65 2002 5677 $8 94 SB 94
66 3Q02 56 52 $898 $E %6
67  4Q02 LY s924 S9N
68 2003 572 §9 18 $038
69  4Q03 $712 $on §927
70 1QM 724 $949 $944
71 2004 XN $9 54 5949
72 Q04 KX 97 $971
73 4Q04 1111 S99 siony
74 1Q0S $760 $1028 51017
75 2Q08 $823 31057 $1058
76 3Q0S 3217 51088 SI078
77 4Q05 9 $1114 sl 3
7 1Q06 $8 47 $1103 51087
% 2006 5339 $11 30 $1117
BO  3Q0% 5920 SL1 77 Si140
Bl 400 5859 $1143 $1098
B2 1Q07 $823 $113% S107%
F. Caballe Rojo Mine Originations
B3 2Q00 Sod $8 66 $8137
84 3000 $6.43 $8 65 $8 65
85 4Q00 $o 65 S8 BS $u92
B6 1Q0]1 $6 35 o7 $912
87 2Q01 S0 69 $391 $392
Bs 3Q0 $699 915 91
89 4001 $700 5384 $8 42
90 2Q03 $775 63 $962
8l 1Q0S 5824 sI072 $1060
92 2Q0s $8 85 $i103 $1104
93 3Q08 5901 51115 51125
4 4Q05 $991 S11 62 $11 81
95 1Q06 $912 $11 51 S11 3
9% 2006 $9 57 $1189 $11 66
97  1Q06 5991 51228 $1189
98 4006 5924 119 S1i 45
9 1007 $886 S &S sl 2



Exlublt RTS - 1
Pagedofé

COMPARISON OF

(Movement Specific and Phase 111 - 2Q00 through 1Q07)

BNSF Vanable Cost Per Ton
Phase 11l Vanable Cost
AEP Texas
Movement BNSI Reply Rebuttal
Specific Thard Third
Penod Yanable Cont 1/ Supplemental 2 Supplemental Y
m 12) ] {4)
G. North Antelepe Mine Originatiom
100 2001 $705 $906 $905
101 100% $701 5907 $908
102 1Q05 56 81 $9036 $925
103  2Q05 73 962 $963
104 IQ08 744 990 $9 81
105 4Q05 $818 S10 14 sloal
106 1Q06 $753 s1004 V39
107 2Q06 $790 Siv3? S0 17
108 Q06 S8 18 51071 $1038
0% 4Q06 $764 S104] 5999
e 1Q07 $732 $1034 97
H. Caballe Mine Origloations
1 2Q02 127 $927 $927
i12  3Q02 $667 $8 97 $E 96
113 4Q02 S758 $946 5955
4 2Q03 §728 $927 5927
15 1Q0S s 51034 $1023
16 2Q08 §h 29 Siood 51065
117 3Q0S SB43 51094 51085
18 4Q0s §927 sl 21 s 39
119 1Q06 $6 54 silio $1093
120 2Q0é 3896 sl 47 S 25
121 3Q06 5027 5118 511 47
122  4Q06 S8 66 $11 51 51104
123 1Q07 530 SIL 44 $10 82
I. Corderv Mine Origigations
124 2Q0} $6 87 912 $912
125 1Q05 $79 s1019 $1008
126 2Q05 $782 $1048 51049
127 3Q05 $796 $1078 $1069
128 4Q05 $873 $1104 $1122
129  1Q06 3805 $1094 s
130 2Q06 S8 45 $1130 $l108
131  2Q06 $874 $11 66 $I1130
132 4Q06 $817 11 S1088

133 1Q07 $783 $1126 51066



Exhibit RTS - |
Page Sofé

COMPARISON OF
BNSF YARIABLE COST FOR SIIPMENTS 10 OKLAUNION
{Movcmeni Specific and Phase J11 - 2Q00 thiough 1Q07)

BNSF Vanable Cost Per Ton
Phase 111 Vanable (ol
AEP Texas
Movement BNSF Reply Rebutial
Specific Third Third
Penod Yanable Cosl 1 Supplemental 2! Supplemental 3/
th 2) &) 4)
J. North Rechelle Mine Orizinations
134 3Q02 §71 $H13 5911
135 2Q03 $709 912 s912
13 4Q03 S0 72 5899 $903
137  4Q04 RXN $9 51 5964
138 1Q05 $703 $9 80 $969
139 2Q05 §753 $1007 51008
140 3Q05 $767 $l0 s $1027
41  4Q05 S8 4] $10 62 $1079
142 1Q06 $776 LILRT 51035
143 2Q06 s8N $10 86 $1065
144 3Q06 $8 41 sl 21 s$lv g6
145 4006 5787 $10%0 510 46
146 1Q07 $754 S0 83 51025
K. Antelope Mine Originations
147  2Q03 5689 889 $4 89
148 4Q03 5597 $817 $320
1499  1Q04 5706 914 5910
150  1Q0s 57 51 $994 $9 81
151 2Q05 5806 $1022 s1o23
152 3Q0s $820 $10 5] slv42
153 4Q05 $901 S1077 $10%4
154 1Q06 5830 $1067 $los0
155 2Q06 S87I Si02 S1080
156 Q06 901 Sl siio2
157 4Qi6 $842 51105 S10 61
158 1Q07 5807 $1098 sloxw
L. Belle Avr Mioe Origioations
15¢ 2Q0% §752 $9 58 $9 58
M. Dry Fork Mine Originations
160 2Q03 5741 5967 59 66
N._Fort Union Mige Otiglnations

161 2Q03 5741 5961 $961



Exhiblt RTS - 1

Pageboi &
COMPARISON OF
Y b I
(Movement Speeific and Phase [1] - 2Q00 through 1Q07)
BNSF Yanable Cost Per Ton
Phase 11l Vanable Com
AEP lexas
Movement BNSF Reply Rebuttal
Specific Third Third
Penod Yanable Cogt I/ Supplcmentsl 2¢ Supplemental 3/
() 2) 3 (4)
O. Clavis Pelnt Mige Origloations
162 2003 S$741 $9 62 5962
P. Coal Creek Mine Originstions
163 2Q03 $753 5959 5950
Q. Bochelle Mine Originailons
164 2Q03 5750 5949 $949

1/ Hisloncal shipments from 2Q00-4Q04 fiom Table HI-14-4 of AEP Texas Reburtal evidence
dated July 27, 2004 and shipments from [QQ5-1Q07 fiom AFP Texas Opeming Third
Supplemental evidence dated July 14, 2000 electronic workpaper "VC AEPTEX 2005 ALL

2 Histoncal shipments from 2Q00-4Q04 fiom BNSF Reply Murd Supplemental clecrome
workpaper "AEPTX Phasc I1 weighied car type BNSF Rey xis™ and sinpmenia from 1Q03-
1Q07 from BNSF Reply Third Supplemental elecromc workpaper "AEPTX Phase 11! 2005
ALL BNSF Rev als"

¥ Histoneal shipments from 2Q00-40Q04 from AEP Texas Opening Third Supplemental elecuonic
workpaper "AEPTX Phase 11 weighted car type xls™ and shipments from 1Q05-1Q07 trom AEP
Tenas Operung Third Supplemental electronic workpaper "AEPTX Phase [ 2005 ALL xIv*



Exhibit RTS-2
Page 1 of 1

TR |

22

Total

SLMMARY OF TNR REVENLE DIFFERENCES BETWEEN
BASF REPLY THIRD SLPPLEMENTAL EVIDENCE (3/1972007)

BNSF Rephy
Third Supplemental (3 19/2007) | Third
Coal Mon-Coal Total Loal
Revenges Revenues Revenues 2 Revenues 3
2) &) (1) )
$336.051,284 $19498 823 $365,550,107 536231759
S643 506,326 $30 698 514 $672,204,540 5670870066
5661 510 759 $2199™ 189 5583 50™ 936 $6U5 675 343
$636,459,631 $22,415.700 £659,075,337 $669,689 732
3668 534 151 $23.210 777 L2 044,959 697,112,247
5606 Y01 501 $23 893510 SH90 795 UL | S70] 262 |21
$689,355,180 $24,52° 476 £713,882,650 5720 504,392
$T05.071,095 $25.056,0™9 £73, 127,174 $51.072 463
$719.250.799 $25.571 038 $744 821 §37 £758 470 020
516,816,450 $26 070,76 5762 bb7 256 $752 "2 §0
$714.141,389 $26.559,656 §744,701 145 94,04 534
£7a2 975,393 $27.040 632 71 010,024 £819,711474
5782 62 A3 $27 520 682 sal0 253 112 £859 02 Ju>
$797.963.474 527,992,363 5825935837 SEE2 79 450
$8!7.062,711 $28,461.17 SR44.523 R84 500,715 838
$827 Olo 051 $28916 192 $855 932 243 $911,37% 522
$850,208 609 529352295 $3°Y,560 Y4 $93%,224 547
$877 453,531 $29,764.544 SO 218,177 $969 T4R K1,
SOUS, 564,020 $30.159 235 $936 023 504 $1 001 700017
5935 166,65" $30,541,854 5965 ~0F 545 S1 03+ 6b7,143
$978,125.006 $310916,702  $1,009,04],7]0 SLOAVAIR 441
£15.706,496 802 $360,165,509  §16,266,862,3 1 S17 020 724,651

AEPT\ Rebumal
kermenial {4 02 21017
Non-Coul Toul
Revenyes 4 Revenues 5
(13}] )

§25,198 47 384 0l2”
S4n 411,74 ST, K14
LT Y A H 724 “4] "l
529 881 240 599 570 Yoy
$1,667.N44 £™2" 099,29

31 569 280 $712 931 a0}
532 A400,EbS $759 211,287
$33 105,09 3784,177R2
$31 786 05 $792 256,041
£33 3.0 Y30 $81° 175 "o
535093015 582934 1w
15,729,991 SR5S 447 964
£30 165 455 S59% 42" S40
530 YEY Y05 919469 518
$37 61002 5939324 539
L3%.21%.120 $951 59042
$35,790 Ju2 W77 Ul15 509
£39 135,682 $1.009 081,493
$39857950  SINd4] 557997
$u 303522 S1U75 050 68"
SI0RSRO46 5 124497389

§TI9TTOS  F TTolaus 120

1' BNSF Reply Third Supplemental electronic workpaper "BNSF Exlubut RTS_2 (TR revenue companson xis”
& Colurm (2) + Colom (3)

3 AEP Texas Rebuttal Thurd Supplemental clectrome workpaper

“TNR Conl Revenue Furcoast 4-02-2007_ATC_ul

& AEP Texas Rebutial Thrd Supplemenal electronic workpaper "GF_Forecast ATC_I'ainType_(40207 xk™
3 Columa (5) + Coluom (6)
& Colurn (7) - Colurm (4)

1 Penod from June 16, 2000 1through December 31, 2000

begBNSFTM sk

M- Yerence
Total

Revepues &
Xy

$21 wob 0
43,104,974
A} 211 Rir
§3rJuS 012
£15.95437
€42 07 290
45 3% ol
551 050 oun
4TSN 244
M5d 26§ S0
a1 I3
SRS 427 440
SRE 144728
SU3IS1397
593 b 655
S94ART 109
97 154 Gps
51l bbb 10
SL0S 514 401
LY [RURT e
51|58 355670

$1a93032 0.5



I. THOMAS 1D CROWLLEY, verily under penalty of perjury that I am the same Thomas
D Crowley whose Statement of Qualificauons appears in Part V ot the Nanative portion of the
Opeming Evidence of Complainant AEP Texas North Company (“ALP Texas™) hiled in this
proceeding on March 1, 2004, that [ am responsible of the portions of 1he foregoing Rebumnal
Third Supplemental Fvidence of AEP I'exas as set forth in Paits I and [, that 1 know the contents
thercof. and that the same are true and correct  Further, | cerufy that I am qualificd and

author1zed to file this statement

Thomas D Crowley (

Executed on April 2, 2007



CERTIFICATE OF SERVICE

1 hereby certify that on this 2 day of Apnil 2007, 1 caused a copy of the
forcgoing Rebuttal Opening Third Supplemental Evidence of Complainant AEP Texas

North Company to be served by hand dehivery on counsel for BNSF, as follows:

Samuel M. Sipe, Ir

Anthony J. LaRocca

Linda S. Stein

Stcptoe & Johnson. L L P

1330 Connecticut Avenue, N W
Washington, D C 20036-1795

o,

Kelvin J Dowd



