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PROCEEDI NGS

JUDGE WALLIS: The conference will please
conme to order. This is a prehearing conference in the
matter of Commi ssion Docket Number TO 011472, which is a
request by the A ynpic Pipeline Conpany Inc., for an
increase in its rate and charges for the transportation
of product within the state of Washington. This
conference is being held at O ynpia, Washi ngton on
Novenber 21 of the year 2001 and before Chairwoman
Marilyn Showal ter, Conmi ssioners Richard Henstad and
Patrick GCshie, and myself, Administrative Law Judge
Robert Wallis.

I would Iike to begin with appearances from
the parties. Wat | would ask that you do is the | ead
counsel for each participant state an appearance with
your relevant information, address, voice phone, fax,

and E-mail, so that we have that in the record as wel
as otherwi se provided. |If you are to be assisted by
co-counsel, | would ask that you state the nane of your

co-counsel only, and that person need not state an
appear ance.

Let's begin with the applicant for rate
relief, M. Marshall

MR, MARSHALL: Thank you, M. Wallis. M
name is Steven Marshall. | aman attorney with Perkins
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Coi e representing O ynpic Pipeline Conpany. The address
is 411 - 108th Avenue Northeast, Suite 1800, Bellevue,
Washi ngton 98004. The tel ephone number is (425)
453-7314, the fax is (425) 453-7350, and the E-nuil
address is marss@erkinscoie.com And don't ask ne how
we canme to those; | have no idea.

Wth me at counsel table is M. WIIliam
Beaver fromthe Karr Tuttle law firm Wuld you like ne
to introduce people from O ympi c Pipeline Conpany at
this time?

JUDGE WALLI'S: Not unless they're appearing
in a representative capacity.

MR, MARSHALL: Ckay.

CHAl RMOMAN SHOWALTER: Isn't MA-R- S-S the
first four letters of Marshall plus Steve?

MR, MARSHALL: It is, you're right.

CHAI RMOVAN SHOWALTER: Isn't that how they
cane to it?

JUDGE WALLI'S: For Comnm ssion Staff.

MR. TROTTER: For the Commission Staff, mny
name is Donald T. Trotter. M co-counsel is Lisa
Wat son. The phone nunber is (360) 664-1189, fax is
(360) 586-5522, E-mmil dtrotter @wtc.wa. gov.

JUDGE WALLIS: |I'mgoing to ask everyone to
check to see that the little red button on your
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m crophone is in the up position and ask that everyone
talk directly into the mcrophone. Sonetinmes it needs
to be very close to your nmouth for everyone to hear. A
good key is whether you hear your own voice out of the
speakers. That's probably an indication that things are
wor ki ng.

Are there petitioners for intervention in
this docket?

MR. BRENA: Yes, Your Honor. M nane is

Robin, mddle initial O Brena, B-R-E-NA. I"'mwith the
firmof Brena, Bell & Clarkson. Qur address is 310 K
Street, Suite 601, Anchorage, Alaska 99501. |'m here on

behal f of Tesoro West Coast Conpany. The phone nunber
is area code (907) 258-2000, and the fax nunmber is 2001
The E-mail address woul d be rbrena@renal aw. com

MR. FI NKLEA: On behalf of Tosco Corporation,
| am Edward A. Finklea. M office is Energy Advocates
LLP. Qur address is 526 Northwest 18th Avenue,
Portl and, Oregon 97209. Phone nunber is (503) 721-9118,
fax is (503) 721-9121, and E-mail is
ef i nkl ea@ner gyadvocat es. com

JUDGE WALLIS: Let ne ask at this time if
there is any other person present in the hearing room
that desires to participate in this docket in a
representative capacity.
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Let the record show that there is no
response.

Let the record also reflect that we have
recei ved communi cati on from Public Counsel of the
Attorney Ceneral's office, who has indicated that Public
Counsel will not be present today and does not intend to
participate in this docket.

The next matter to take up is the question of
petitions for intervention. AmI| correct that both
Tesoro and Tosco have filed such petitions?

MR. FI NKLEA: Tosco filed its petition this
af t ernoon, yes, Your Honor

MR. BRENA: We have not filed, but we intend
to. O if | canorally file, I will do that now

JUDGE WALLIS: You may state the petition
oral ly.

Because Tosco has filed, let's begin with
them |If you would just state the basis for your
request to participate in this docket.

MR. FI NKLEA: Tosco Corporation ships
substantial volunmes of petrol eum products over Aynpic's
Pi peline, and as a nmjor shipper on Aynpic, any
resolution of the instant proceeding will have a direct
ef fect on Tosco's financial interest. Therefore, Tosco
has a direct and substantial interest that woul d not
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ot herwi se be adequately represented by another party in
t he proceedi ng.

JUDGE WALLIS: M. Brena.

MR, BRENA: Tesoro is also a major shipper on
the line, therefore, major shippers, and Tosco and
Tesoro are the two major unaffiliated shippers. W have
a direct financial stake in the outconme of this
proceeding in terns of its inpact on our cost of
operation.

JUDGE WALLIS: Is there objection to either
of the petitions for intervention?

MR, MARSHALL: No, A ynpic has no objection
to either of the two petitions for intervention.

JUDGE WALLIS: Conmission Staff?

MR, TROTTER: No obj ection.

JUDGE WALLI'S: The petitions are granted.

The order of suspension stated the basis for
i nvoki ng the discovery rule. W therefore do invoke the
di scovery rule and ask the parties to be forthcom ng
with information. The degree to which information is
freely shared will affect the parties' ability to
prepare their presentations and will affect the
Conmi ssion's ability to resolve the issues that it is
presented in this docket.

Is there a perceived need for a protective
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order in this docket?

MR. MARSHALL: There may wel| be, Your Honor
And |'m not sure how that will work given the situation
with the title nunber faced with here in common
carriers, whether that protective order would be upheld
if challenged or not. But apart fromthat, | think that
there are -- can and will be a number of sensitive
pi eces of information that need to be disclosed, and we
would Iike to disclose it to the parties so they can do
their jobs, but not to the rest of the world. And there
are ways for this informati on unfortunately to be
m sused.

In particular, the prom ssory notes, for
exanple, that we refer to in M. Batch's testinony, his
anended testinony, contain information that probably
isn't relevant to anybody outside of this docket, and we
woul d I'ike to have a protective order if it's required
that we produce the prom ssory notes thensel ves as
opposed to taking this data, the summary of this data as
it is, then we would prefer a protective order on that
and possibly for other kinds of information as well that
could be requested by the parties.

JUDGE WALLIS: M. Brena.

MR, BRENA: Well, | -- the shippers are to
some degree al so conpetitors, and so the protective
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order, | think that there would -- it would be hel pful
to have one necessary that specific shipper volunes in
particular nonths from-- and to particul ar |ocations

may be conpetitively sensitive information that the
shi ppers would want to protect, so we would request --
we woul d support their position with regard to a
protective order.

JUDGE WALLIS: M. Finklea.

MR. FI NKLEA: We would as well, Your Honor

JUDGE WALLIS: M. Trotter.

MR, TROTTER: W support the request for a
protective order. There is, as you know, a difference
in Title 81 fromTitle 80 with regard to the standard
and, in fact, disclosability of documents received by
t he Conmmi ssion under the open public records law. So if
a nmenber of the public asked for docunments provided to
the Commi ssion, unless there is an independent exenption
under the public records |aw, Comm ssion would have to
provide it. That's not so under Title 80 because of the
provi sion of the | aw

So | do think the Conm ssion can enter a
protective order to regulate the conduct between the
parties. |If we do get for some reason that | don't
anticipate a public records request froma third party,
unl ess there is a specific exenption from public
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di scl osure that applies, that information would be
di scl osed.

JUDGE WALLIS: W understand that there is a
di fference between the provisions of Title 80 with
regard to confidential material and general provisions
of law. I'msorry, Title 81 contains a specific
Commi ssi on pertinent standard that does not appear in
Title 80. However, the Administrative Procedure Act
does grant the Comm ssion the authority to enter
protective orders, and we will enter such an order for
this docket, understanding the concerns that the parties
rai se and believing that they are valid concerns.

M. Trotter indicates that there nay be sone
guestions as to the ultimte effect of such an order in
certain circunmstances. |'mnot sure that we're able to
predi ct those accurately. They may be matters for
resolution in litigation at sone point in the future.
But for what it's worth, we will enter a protective
order under the law that is applicable to this case.

CHAl RMOVAN SHOWALTER: | guess | -- because
the ultimate disclosability of a document is either not
known or is known, that is it nmust be disclosed, it
doesn't resolve conpletely the issue of whether we
recei ve conpl ete docunents or receive sunmaries of them
And | guess the conmpany and perhaps the parties as wel
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will have to be sensitive to that, or | hope they are
sensitive to that. The Conmission itself needs
sufficient information to act on, and whether that mnust
be a conpl ete docunent or can be a summary if all of the
other parties agree it's an accurate summary and it's
rel evant, these are things | guess will have to be done
on a docunent by docunent basis, which | think is
unfortunate, but | don't really see any other
alternative

MR. MARSHALL: W agree, Chairwonan
Showal ter, that it's been a concern of ours with the
i nformal data requests, and we have been trying to
figure out how to deal with the sensitivity of the
informati on yet supply the material in a tinmely way,
trying to be responsive as quickly as possible. And the
only thing | can suggest is that the parties ought to be
sensitive to the ultimte disclosability of this. And
if there are ways of narrowing to summaries or to do
ot her things, that woul d be appreciated.

But in the end, we realize that if the
parties insist as regards to prom ssory notes, we have
them here today, and if they were to be inportant in
order to get the immediate rate relief that those be
di scl osed, well, we would disclose them | nean that's
the kind of thing that would ordinarily be protected in
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the other title. So | agree, we don't have nmuch of a
choice in the matter, and | guess all we can do is
request restraint fromthe parties and nmake sure that
the materials that are being requested are necessary,
that are directly relevant to an issue and not just by
way of kind of generalized interest. So with that,
that's about all we can say.

COW SSI ONER HEMSTAD:  Well, | would just add
| assune parties are getting requests, that you can have
your informal discussions back and forth to see what is
t he appropriate |evel of detail needed and to the best
of your ability to work that out anobng yoursel ves.

MR, MARSHALL: And we have been trying to
with the informal data requests of Staff, we have been
trying to work out sonme sort of an arrangenent that does
that. We have been kind of stunbling and nmoving toward

that goal. Entering a protective order, of course, wll
hel p some on that, because it does provide at |east one
| evel of -- to people who are not persistent, it's

probably a good |evel.

MR. TROTTER:  Your Honor, if | could coment
to this point. Prior to this case being initiated, the
conpany assured Staff that it would get the infornmation
it wanted and that the conpany did not have any
confidentiality concerns. That has changed
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dramatically, and we are sinply asking let's see the
notes and the terns and conditions, which is very
standard and we get them from every other regul ated
conpany that the Comm ssion deals with. Perhaps there
is a unique set of circunmstances here, but we have nade
attenpts to nmeet with the conpany to resol ve these

i ssues, ask follow up requests, get the details of what
we want. We were promised information |ast Friday, we
didn't get it. W asked for it in a detailed letter
sent yesterday, we asked for it today, | don't knowif
we're going to get it. So we're doing our best, but we
have -- it's a two-way street, and we're going to have a
conpressed schedule for the interimcase, it sinply has
to -- we have to get better information nore pronptly.

JUDGE WALLIS: | will drop back to the
adnmonition earlier in today's session that parties nust
be forthcoming if we are to give the question of interim
relief the tinely consideration that it is due. And if
information is not nade available to parties, that has
the direct potential to affect the schedule by which the
Commi ssi on can operate.

MR, BRENA: |If | nmay, just a brief comment,
interveners are even further behind the Staff. W have
asked the conpany if they would at |east give us what
they have already given the Staff as well as anything
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else that will be provided to Staff, and so far that
hasn't been forthcoming either. [|'massum ng that the
entrance of a protective order may hel p that, although
don't understand why.

Al so, you know, | want to be clear that there
are unusual circunstances with this rate increase. It's
a rather dramatic rate increase. And | do not want the
uncertainty associated with the discovery to limt it in
some fashion. You know, we need full and forthright
informati on fromthe conpany to properly assess what is
a dramatic rate increase, and there are going to be very
difficult issues of fact that are going to be before
this Comm ssion to try to sort through these dramatic
increases to determne to what degree they are
associated with what degree directly, to what degree
they are associated with it indirectly, those sorts of
i ssues. They are not going to be easy to sort out. So
just in terms of speaking froma shipper just trying to
get a handle on where this increase is com ng from you
know, | don't want my silence to nmean that we will get
anything other than full and conplete information we
need to advance with the rate case.

JUDGE WALLI'S: Any other thoughts on
di scovery?

Let's nmove on then and ask whether any of the
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parties contenplate filing a dispositive notion.

Let the record show that there is no
response, and we will take it fromthat that there is no
need to provide for such notions other than as contai ned
in the Commission's rules. W do ask that any party who
subsequently deternines that it may file a dispositive
notion i mediately notify the Comnmi ssion and the other
parties so that the scheduling and consideration of such
a notion may be acconplished in a tinmely manner and as
smoot hl y as possi bl e.

MR. BRENA: Excuse ne, if | may, just one
brief coment, | wanted to ask a question, and it's
because of ny unfamliarity with your rules, but is this
-- are you asking prior to the filing of the direct case
or at any point in the proceeding?

JUDGE WALLIS: At this juncture, we are npost
concerned prior to the filing of the direct case.

MR, BRENA: | would just note that after the
filing of the direct case, of course --

JUDGE WALLIS: Yes.

MR. BRENA: -- it's their burdon to
denonstrate, put forward a prina facie case in support
of their rate increase, and it's often the case that |
woul d test that with a summary notion.

JUDGE WALLIS: If you decide to do that, if
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you woul d advi se us as soon as you have nmade that
decision, it would assist us in scheduling the matter.

MR, BRENA: Ckay.

JUDGE WALLIS: Is there anything further
relating to dispositive notions?

Let's move on then. The next itemthat
appeared on nmy list of things to discuss was the
rel ati onship between the issue of nethodol ogy and rate
deci sions, especially timng. |In light of the amended
petition that M. Marshall and M. Ryan have prepared
and filed, perhaps it would be appropriate to take up at
this time the discussion of the petition

M. Marshall, did you wish to summari ze the
petition and speak in favor of it at this tine?

MR. MARSHALL: Yes, and what we have done in
the amended petition as we indicate here is to try to
make sure that there's no |link between the request for
i medi ate rate relief and the issue of the general rate
case, including nethodol ogy i ssues and other issues. W
felt that that was beginning to cause a potential --
sone confusion. But nore inportantly, froma practica
standpoint, it just didn't seemto be possible to do al
of that work in a conpressed tinme period.

In essence, what we are being asked to
provide was all the data, all the backup that you would
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have in a seven nonth period for a general rate case on
nmet hodol ogy and ot her issues in a conpressed one nonth
time. Wth 75 enployees and just a handful of people
and with a filing of the general case scheduled for md
Decenber with the holidays right after that, it just
didn't seem workable or feasible. So we wanted to break
that link conpletely, fully, and separate out the
request for interimrelief on an entirely different
basis than on filing Tariff 23 and having that go into
effect i mediately subject to refund.

So instead, what we have done is we filed a
case that says basically there's an enornous anmount of
debt, $150 MIlion. The conpany's financial position
has deteriorated rapidly. At the sane tine there is a
need, and we believe a very clear need, to prudently
invest an additional $23.8 MIlion here in the year
2002. Sinmilar ambunts have been invested this year

So it's one of those cases where in |ooking
at the prior Comm ssion precedent, there's probably
never been a conpany that has been so badly in debt and
in need of financing and yet having such a strong need
for capital expenditures in the future, not only this
com ng year but in years follow ng, that we decided that
it would be best to make the interimcase rest on that,
the interest coverage, the financial deterioration, the
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need for other capital, so that's what we focused on

We have taken out, and M. Trotter was quite
right to request that clarification, anything in the
interimcase relating to nethodol ogy, what FERC night do
or what m ght not do. W have sinply noted, however, in
M. Batch's testinony that FERC did i ssue an order
yesterday noting the dire financial condition of O ynpic
Pi peline, but we're not trying to seek FERC net hodol ogy
for the interimcase

We think this will actually help speed things
up tremendously, that's our hope, to be able to focus on
the debt issues and the need for the capital and to meke
that the focus of the discovery going forward here in
this conpressed tine frame that we have allowed for

You know, | don't want to pretend to try to
summari ze M. Batch's testinmobny. | think it is fairly
short and it speaks for itself well. But again, | can't

t hi nk of another conpany that's been in these financia
conditions any worse, yet having any nore need than

O ynpic does to continue on investing these anounts of
nmoneys in the future.

On the refund issue, we | guess nentioned
that before, that is an issue that we do comrend to the
Conmi ssion. But unlike if you were filing a rate to go
into effect immediately under a tariff, at the end of
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the day, if you didn't get all of that that you had
asked for in the tariff, you could refund that part of
it. The question is, what do you do in a situation |ike
this in devising a refund program

But nore inportant and what | was trying to
mention in response to a question earlier is that if
what you're trying to do is to stop the further
deterioration of a financial condition and if you're
trying to enable access to external capital sources,
having an interimrate relief that is then subject to
refund sort of defeats the purpose.

MR, TROTTER:  Your Honor, did you ask for
argunent or a discussion between the rel ationship of
nmet hodol ogy i ssues and rate design?

JUDGE WALLIS: | asked M. Marshall to
present his notion.

MR. MARSHALL: That's what | understood. |
wasn't going to try to spend nuch nore tinme than | just
did, so | think I"'mat a close on that.

So | think, again, the docunentation on this,
if there is a need for nore, we will be willing to
provide the details. W have attached not only the
schedul e of the | oans, but we have also attached to
M. Batch's testinony the breakdown of capita
expenditures both for 2001, and why we say it's expected



00020

is because this year isn't quite over yet, and for the
2002 proposed spending. We tried to detail as we have
shown in Schedule D here, the attachment which is I
think DCB-6, Exhibit 6 to M. Batch's testinony. That |
know that there nmay be other requests for data on nore
detail about the capital expenditures, and we're working
totry to gather that together, again with the limted
staff that we have.

But that's the sum and substance of why we're
here. W have got to stop the deterioration. W have
got to have the capital. The $8.74 MIlion | should
add, when you conpare it to the $23.8 MIIlion needed for
next year, clearly the question would arise, well, that
doesn't quite cover that, and that's true. But it does
go toward that, and without that rate relief, it becones
that much nore difficult to cover just the ongoing debt.
The ongoi ng debt level, the interest alone is $9 MIlion
a year. The conpany has accrued $8 MIlion in unpaid
interest to this point. There would be further interest
that would go along with borrowi ng the additional $23.8
MI1lion for continued capital inprovenents. So that in
a nutshell is the need side of what we're seeking by way
of this interimrate relief.

We have kept the $8.74 M1 Ilion number not
because we think that that is all that could be
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justified by reliance on these factors, but because
that's what we had asked for to begin with. That's what
woul d have been produced if you had had interimrates go
into effect under Schedule 23 for the follow ng year

We didn't think given the notice provisions of the

Conmi ssion, and this was a judgnent call of ours, that

it would be appropriate to increase that above $8.74
MIllion, so we have left it at that level. So that's
the summary of what we have presented here in this
anended petition.

CHAl RAOMAN SHOWALTER: Can you just rem nd
me, is that $8.74 MIlion the equivalent of 62%rate
i ncrease over between now or between whenever we would
grant it and July; is that right?

MR. MARSHALL: It would be for both the --
that would be for the intrastate part of the total rate
if you added up everything under what has been filed at
FERC and what's been filed here, it would be a total for
the year. So the 8.74 is actually a year long figure.
In other words, it would -- if the rates were left into
effect for an entire year, that's the nunber it would
produce for the intrastate portion of the rates.

The rest of the nmoney | think is around $14
MIllion for the interstate. 1s that about correct?
That's what the FERC has -- the breakdown that we have
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in the work papers that have been filed with the actual
Tariff 23 itself points that part out.

So that's how -- | don't know if that
answered your question directly.

CHAl RAOMAN SHOWALTER:  No, it didn't.

MR, MARSHALL: Ckay, sorry.

CHAl R\NOMAN SHOWALTER: But does the $8.7
MIlion interimrate relief request represent 62% of the
current intrastate rate?

MR. MARSHALL: It does.

CHAl RAOMAN SHOWALTER:  Okay.

MR. MARSHALL: | nean that's what we did in
our original filing.
CHAl RMOVAN SHOWALTER: | just wanted to nake

certain | renmenbered.
MR. MARSHALL: Yeah.
CHAI RWOMAN SHOWALTER:  You didn't have the

62% in this docunent, and |I just wanted to make sure |
remenbered it correctly.

MR. MARSHALL: Right, it still resides in the
Tariff 23 that we have filed or will file, we filed
initially and will file the supporting docunentation on

Decenber 13th. But yes, that does calculate to that.
It's about a quarter of a cent a gallon as it turns out.
JUDGE WALLIS: Do the interveners have any
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conment on the petition?

MR. BRENA: | do have a few comrents, thank
you.

JUDGE WALLIS: M. Brena.

MR. BRENA: The first comment | would like to
make is that | would Iike nore than half an hour of
| ooki ng at sonething before -- | nmean | would Iike
proper due process. And to sonme degree | thought what
we were here to work out was a schedule to determ ne
you know, when di scovery would go forward and when there
woul d be briefing and the |like so that this issue could
be heard properly.

The situation that I'min is that every tine
| take an arrow out of ny quiver and shoot it at the
target, they nove down range and nove the target over to
the next field. In May they filed their rate increase,
and there was no request at all for interimrate relief
or for any sort of energency relief. There was no
i nkage of future expenditures to the rate increase at
all. It was an entirely different proposal then. The
one when we were here last was a request to allow Tariff
Rat e Nunber 23 to go into effect on an expedited basis,
and it would be refundable. And now what we're here to
is yet athird request. It's not a suppl enental
request. It is an entirely different request. It is
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not an increase to allow Tariff Rate 23 to go into
effect. It is a request for sonme sort of energency
relief, linked focus on | ending, that would allow them
to collect in effect the 62% increase for a year

When we were here before, they were asking
for an interimrate, and if we got to it in 45 days or 2
nmont hs, then they woul d have 5 nonths of the increase
subject to refund. And now they're back, they have
annualized it so they're not asking for 5 nmonths at 62%
i ncrease, now they're asking for 12 nonths at 62%
increase. They're not linking it to their proposal, and
they're trying to only step forward and say | ook at our
debt | evel and nothing else. WlIl, | have a problem
with that.

Their attenpt isn't an attenpt to narrow the
i ssues, because the issues are the sane. Are they
entitled to this on an energency or interimbasis or
aren't they under the standards of this Comm ssion. And
while | understand their desire to just say we have this
affiliate debt of $70 MIlion and therefore give us $8

Mllion, | don't see any necessary nexus between those
two concepts at all. They haven't said that the $23.8
MIlion wouldn't be invested. 1In fact, they step

forward and say that we're BP Pipelines, and what we're
going to do is operate to our standards and we will neke
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t hese investnents.

So | guess -- | guess to the degree that
they're trying to narrow the scope of what we need to
know about in order to advance our case, | don't think
that they have done it. [I'mstill going to want to ask
the question so that | can properly test under this
Conmmi ssion's standards whether they're entitled to this
interimrelief under a short-termor |ong-term basis.
My thought is is that any rate that this Comn ssion
approves, particularly one that is not refundable,
shoul d be just and reasonable, and they shouldn't be
able to just point at we have a lot of affiliate debt,
gi ve us noney.

So to kind of organize this, and we haven't
-- so we haven't tested their actual willingness -- |
mean for all we know, the $23.8 MIlion has already been
budget ed and approved by BP Pipelines to be used by
this. W just don't know that. W don't know if a |ot
of these expenses that they have incurred, therefore
their debt has gone up quite a bit. W don't know if
they had a self insurance programto protect the rate
payers agai nst the sort of extraordinary tragedi es that
has happened in the |last couple of years. So we sinply
don't have any information.

And for nmany of the issues that | raised to



00026

the Conmission the last time | was before it, we don't
know whet her or not this 62% which is nowif you take
the 62% for five nonths and you turn it into 62%for a
year, it's like 130%rate increase for five nonths unti
this Comm ssion can get to the rate issues, we don't
know if that's justified at all, because we have tried
to get information. | gave exanples of the different
cost categories. W have asked for the information they
provided to Staff. W just don't have it, and we don't
have the di scovery to do it.

So | guess what | would ask this Comm ssion
to do -- and when we got together, we had net with Don
and we had said let's work out a -- we asked Staff to
put together sone sort of letter with sone sort of a
schedul e that the parties could have in advance to try
and address the interimrate issue on an expedited
basi s, because the Conmi ssion | understand, and
properly, wants to get to this issue, and he laid out
some dates. His schedule allows discovery, which I'm
saying | need, and allows an opportunity for us to file
our responding case. It allows them an opportunity to
file their rebuttal case and allows for -- allows for
the possibility of a tight briefing schedule and then
argunent as necessary.

And | guess nmy main comment is is that if I'm
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substantively arguing a motion that's been filed a half
an hour ago that | have had one opportunity to go
through that's a substantial change from anything that
t he Commi ssion noticed out for this neeting, then

would Iike to get -- again cone back, let's have
procedural due process, let's not be in such a hurry.
Not hi ng has changed. They had $70 MIlion of affiliate
debt a year ago. They had $40 MIlion before that.
Not hi ng has changed in two or three years. The fact is
is that they have been using affiliate debt to expand
their capital inprovenents and that we need to take the
time to address the issue properly.

Finally, | would Iike to point out that to
the degree that they're trying to solve the regul atory
| ag problem by asking for it all up front, | nean when
they invest the $23.8 MIlion in capital inprovenents,
that will go into rate base. Wen it is in rate base,
they're entitled to conme before this Conm ssion and ask
for a reasonable return on that rate base and the
recovery of that investnent through depreciation
al | owances. Now Tesoro has not taken any objection, has
not raised a single issue with this Conmi ssion with
regard to one penny that they have actually spent for
capital inprovenents, for safety, or otherw se. So
guess what's wong with having theminvest first |ike
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every utility in this state does and then get their
return, you know.

And then -- and then final observation, you
know, there's sonething to be said for the owners of a
pi peline carrier actually having some equity in their
conpany, and in effect what they're doing is they're
supplying equity through affiliate |oans to resolve
non- shi pper problenms. Now the tragedy that happened and
all the costs associated with it are what drove the
affiliate debt. Those costs can not be properly flowed
through to the rate payer in a permanent final just and
reasonable rate, and so how can they possibly be in an
interimrate. One of the npst difficult issues this
Commi ssion is going to have to face is what's a
shar ehol der issue and what's a rate payer issue, and we
need the di scovery necessary to sort through that in
order to properly respond to this request.

JUDGE WALLIS: M. Finklea.

MR. FI NKLEA: Tosco has --

CHAl RAOMAN SHOWALTER: May | just interrupt
you.

| just want to make it clear, you aren't
arguing this petition on the nerits. W're just trying
to scope the issue to see how we need to handle it. But
| don't think there's any anticipation we're going to
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rule this afternoon.

MR. BRENA: No, | understood that.

CHAl RWOMVAN SHOWALTER: We're trying to get a
sense of what the issues are so that we can get a sense
of --

MR, BRENA: What process to put in place.

CHAl RMOMAN SHOWALTER:  Ri ght .

MR. BRENA: Thank you. | hoped that, thank
you.

JUDGE WALLIS: M. Finklea.

MR. FI NKLEA: Tosco has simlar concerns to
what M. Brena just raised. Procedurally I do think
that the concerns we had at the nmeeting |ast week are
just as present in the current filing and perhaps nore
so because of the, now, the request that they get
i mediate rate relief without it necessarily being
subj ect to refund.

JUDGE WALLIS: M. Trotter.

MR. TROTTER: Yes, just a few conments.

First of all, | think Chairwoman Showal ter pointed out a
key issue, because it is anbiguous, this petition, as to
what they're asking for, and we also assunme it is asking
for a 62% increase in rates, not a specific anount of
revenue to be recovered over a short tine frame, so |
think we're together on that based on what M. Marshall
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said. This is just -- they're asking for a 62% i ncrease
in rates on an interimbasis. |If that, |I think to tie
that knot, if that rate was in effect for a full year
the revenue inpact would be approxinmately $8.74 M1l lion
That's how we understand it, and if that's wrong, then
we need to know i mediately. | think the Conmission is

entitled to a firmposition fromthe conpany on whet her
they're requesting --

CHAIl RWOMAN SHOWALTER: M. Trotter, you've
got to be a little closer to the mcrophone. It's hard
to hear you.

MR, TROTTER: Thank you. | think --

JUDGE WALLIS: Is your m crophone on,

M. Trotter?

MR. TROTTER: | believe it is.

I think the Conmm ssion and the parties are
entitled to a firmposition fromthe conpany now on
whet her these rates are being sought on an interim basis
to be placed into effect subject to refund or not.

In addition, the testinony that they filed on
Cctober 31st in this interimrelief aspect of the case
is not being replaced, it's being supplenented, and that
testi nony does contain elenments related to nethodol ogy
i ssues which the conpany now says are not part of its
case. So | would also ask that the conmpany as soon as
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physically possible to identify the portions of that
testinony that are no longer its direct case so that we
can tailor our discovery accordingly.

COW SSI ONER HEMSTAD: M. Trotter, its
direct case for enmergency relief or its direct case for
its full rate case?

MR, TROTTER: The former. |'mjust speaking
to the testinony they filed on October 31st, which was
directed to the interimrate.

The neeting that M. Brena referred to
pursuant to Your Honor's adnonition at the open neeting
| ast Friday, we net Friday afternoon, the attorneys
sitting at the table today, and had sone di scussions,
and we did circulate a letter Tuesday norning trying to
focus the issues and proposing the schedul e obvi ously
subj ect to your approval. W didn't get any feedback on
that, but we have at |east made the effort to push
forward, and | assune we will have di scussions about
that | ater today.

We have |ikew se, | think we actually got
this in the building at shortly before noon and
literally have had a very short tine to look at it, so
we really can't respond further, but the conpany says
that it has debt totalling $150 MIlion. Its rate base
on an historical basis is around 80 and even on a FERC



00032

basis is around 112. That is a very significant

di fference and something that's going to -- and is

hi ghly unusual and -- that you woul d have debt that
exceeds your rate -- what you have invested in your
plant. | mean these are issues that are going to
require a |l ot of questions and a | ot of answers, and
we're going to propose | think a couple of itens down on
our agenda a technical conference to try to get to that
in the nost efficient way possible. But this is a very,
on its face, a very unusual situation, and we need to
get behind it and find out what the details are. We
don't have it yet. W have tried, but we don't have it
yet.

JUDGE WALLIS: Are you addressing that issue
in the context of the anended notion or in the context
of the request for interimrelief globally or both?

MR. TROTTER:  Bot h.

MR. BRENA: And could | just ask, Don's
clarification was that they were asking for a 62%
increase in rates.

JUDGE WALLIS: Referring to M. Trotter?

MR. BRENA: Yes, M. Trotter. And | would
like to know if, | read quickly, but | read their
petition to ask for a dollar sum

JUDGE WALLIS: We will allow M. Mrshall to
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respond, and |I believe he will address that.

MR. MARSHALL: Right, there are --

JUDGE WALLIS: M. Marshall

COW SSI ONER HEMSTAD: Before you in your
response address -- further question, what is the
rel ati onshi p between what you are asking for here with
respect to the issue of subject to refund and what FERC
has directed in its order?

MR. MARSHALL: The FERC, as M. Batch's
testimony indicates, had ruled yesterday on a notion for
rehearing that Tesoro had brought. Tesoro had not |iked
the idea of the FERC ordering rates to go into effect
i medi ately subject to refund, and they did go into
effect in Septenber. Those rates will go through that
process at the FERC until the end of the process and
then be subject to refund. There are anounts of nopney
that will be produced by that that woul dn't have been
produced if Tesoro had its way and those rates had not
gone into effect imedi ately. Tesoro has indicated that
they're going to challenge that, and those rates may not
be there at the end of the day. They may have to be
ref unded.

The question that was asked here | ast Friday
was, well, what does a conpany like this do that has so
much debt when you're asked to refund sonething. Do you
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go out and borrow noney to refund. How on earth do you
do that.

COW SSI ONER HEMSTAD: My question really was
going to you're | eaving open ended the matter of whether
shoul d your case have nerit whether an interimrate
woul d be subject to refund. FERC has nade its subject
to refund. |'mhaving sone difficulty in then seeing
how we woul d enter an order not subject to refund or how
that woul d affect your ability to borrow.

MR. MARSHALL: Well, having a FERC rate
subject to refund doesn't add -- it adds sone, but it
doesn't add a lot to the ability to go out and commit to
a capital program of spending 2002 and beyond. Because
you don't know if you're going to be able to actually
retain that or not. 1t's hel pful sonewhat in naking the
paynments as you go al ong.

But as, again, as people raised on Friday --
and when that question was raised, we were asked, well
what woul d you do about that, and frankly that was the
first time we really stopped to think about that issue.
And | think it was Conm ssioner Oshie that asked or
Chai rwonan Showal ter that asked, well, what would you
do, and we hadn't thought it through, and the answer is
that's a really good question, because if you have this
amount of debt --
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COW SSI ONER HEMSTAD: No, but ny point is,
does it make it any easier for you to go borrow if we
woul d not make it subject to refund when FERC has made
it subject to refund, when a portion of --

MR, MARSHALL: The answer is yes, it does,
and that's what we concluded M. Batch's testinony by
stating, which was we | eave that to the Commission's
di scretion on refund or not. And you can | ook at what
FERC has done or not done.

But the other day, the real question is how
do you get the money to do the future capita
i mprovenents. You just can't adopt a budget and hope
the noney will appear. We would like to do that. W
would Iike to be able to conmit and say that's fine, al
these needed i nprovenents that we have going forward,
that's not to talk about the ones in the past, wll
happen, that sonehow the nmoney will naterialize.

But in truth, if you want to conpare
anyt hing, the conparison to make is the $8.74 Mllion to
the $23.8 MIlion of needed capital inprovenents, and
that doesn't quite cover all of that, but it's a
novenment in the right direction, and it would all ow,
particularly if it's not subject to refund, those itens
to be put into effect.

There is -- there's probably a way for the
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Conmmi ssion in ordering rates in the direct case to say,
well, if we decide to |ower that, that m ght come out of
sone future streamof incone. That is, if you're
overearning or if you're doing these other things, then
over tine there can be an adjustnent that would be nade.
You know, this isn't an easy --

CHAl R\NOVAN SHOWALTER:  Wel |, why isn't that,
why isn't just what you said subject to refund? In
ot her words, if you got an increase of 62% and at the
end of the rate case we decided that you were entitled
to 20% then if we did as you just suggested take into
account the lunp you had just gotten and essentially
dock that anmpunt over sone period of tinme in the future,
isn't that the sane as subject to refund?

MR, MARSHALL: That could be. That's why we
didn't take a hard and fast position on the subject to
refund and conmended it to the Commission's discretion
We haven't frankly been able to think it all the way
through. It first occurred to us on Friday that this
was an issue of some inportance. It wasn't just a kind
of a housekeeping issue. This was an issue of fairly
dramatic inportance. |If you have the noney and it's
subject to refund -- if | went to a bank and | wanted to
borrow noney for ny house and | said, well, ny salary is
subject to refund, I"mnot sure | would get a loan. |'m
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not sure why anybody would want to do that under those
ci rcumst ances.

So as we got to thinking about that, we
t hought the best we can do in this petition right now
and | know that the parties would like us to take a hard
and fast position, is to say this is an inportant
consideration that ultimately will be up to the
Commi ssion, there are factors that ought to be explored
and di scussed, and at the end of the day the test wll
be can you prevent the further deterioration of the
financial condition enough so these needed i nprovenents,
capital inprovenents, can go forward in the future. So
it's an anbi guous answer to an anbi guous situation.

And | think that's the best we can do at the
moment. We will try to refine it, and nmaybe there will
be sone data requests that will hel p sharpen that. But
at the nonent, our preference would be to nmeke it not
subject to refund at the imediate end of this case in
2002 at sonme tinme. But if it were to be subject to
refund, to do it over a period of tine so that that
woul dn't reduce the ability of the conpany to conti nue
maki ng capital investnents.

CHAI RMOVAN SHOMWALTER: So a gradual subject
to refund?

MR, MARSHALL: Right, that would be our
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preference. If we had to ultimtely commit today and
you were about to sign an order, then that would be our
recommendat i on.

CHAI RWOVAN SHOWALTER:  Subj ect to gradual
ref und.

COW SSI ONER HEMSTAD:  Wel |, again, we're
here today to tal k about scheduling.

MR, MARSHALL: Correct.

COW SSI ONER HEMSTAD: So not a detailed
di scussion of nerits of the case.

MR. MARSHALL: But this is -- | believe this
is -- these are all inportant issues, and I'mglad the
Conmi ssi on has some thought on the questions.

JUDGE WALLIS: M. Marshall, did you wish to
respond to anything else that intervenors or Comni ssion
Staff raised in earlier discussions?

MR, MARSHALL: Probably, but | have
forgotten. | think M. Trotter asked ne sonething that
I don't know if | responded to that yet, M. Trotter, or
not .

MR, TROTTER: Well, | think the key one was
whet her you're seeking interimrates the equivalent of a
62% rate increase or a 62% revenue increase over a short
period of tinme. | assuned it was the fornmer, and if
it's not, then | would request that you indicate that.
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MR. MARSHALL: The question is whether we are
asking for the lunmp sumso that it would be recovered in
the rates in a short period of tinme or over a year
period of rates?

MR, TROTTER: No. The question is, is the
conpany's request for interimrate relief expressed as a
request for a 62%increase in a tariff rate?

MR, MARSHALL: | guess | don't know the
answer to that off hand. | think what we have asked for
is we have not asked for Tariff 23 to go into effect,
and what we do ask for is $8.74 MIlion in order to
address the need for additional anmounts of noney. That
woul d be recovered, | suppose, by order of the
Conmi ssion. How the Conm ssion wants to inpose it would
be through rates.

MR, TROTTER:. May | just ask one follow up?

CHAl RMOMAN SHOWALTER:  (Noddi ng head.)

MR, TROTTER: |s the conpany's request for
$8.74 MI1lion, is the conpany requesting that to be
recovered over a one year period through an interim
rate?

MR, MARSHALL: As opposed to?

MR, TROTTER: As opposed to recovering $8.74
MIlion by July of 2002.

MR. MARSHALL: Yes, it would be over a one
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year peri od.

CHAl RAOMAN SHOWALTER: Then if that's the
case, then if we had conpleted the rate case by July
1st, do you assune that post July 1 it would -- the rate
woul d be whatever we had decided in the rate case?

MR, MARSHALL: Yes.

CHAI RWOVAN SHOWALTER: As opposed to a
continuation of the $8.74 MIlion?

MR. MARSHALL: Yes, that would be in effect
kind of a pre-refund situation.

CHAI RMOVAN SHOWALTER: So is another way to
put this that you want $8.74 MI|lion over the period of
a year, which is equivalent to a 62% rate increase,
through the end of the rate case? And at the end of the
rate case, whatever the rate is, is; is that correct?

MR, MARSHALL: Correct.

CHAl RMOMAN SHOWALTER: So that if we finished
in June, you would get |ess nobney.

MR. MARSHALL: Correct.

CHAI RMOVAN SHOWALTER: For this interim
met hod than if we finished in July.

MR. MARSHALL: That's correct.

CHAI RMOVAN SHOWALTER: This brings me back to
it seenms to ne you are asking for a 62% rate increase
pendi ng the outcone of the rate case.
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MR. MARSHALL: It may well be, but we're not
trying to link it to the tariff itself, Tariff 23 that
we filed with the nethodol ogy and other issues. W're
trying torest it entirely on the issue that the
Washi ngton Natural Gas case identified in terns of
deteriorating financial condition and need for capita
for future for construction, safety related construction
proj ects.

JUDGE WALLI'S: How woul d you propose to
i mpl enent the increase?

MR. MARSHALL: There would be a surcharge on
current rates, and if it ended in July, it would be 7/12
by the tinme the end of July cane about.

JUDGE WALLIS: And you would file a surcharge
showi ng a 62% sur char ge.

MR, MARSHALL: W could do that, yes. | nean
if that's -- in talking with Staff, if that's what Staff
woul d prefer, that would be acceptable. | think this is

probably the only way that we could do the $8.74
MI1lion, because in our initial presentation asking for
t hat noney, that's how it woul d have occurred, and we
didn't feel like we could ask for nore in this anmended
petition due to the notice requirenents. So |'mtrying
to be true to that touchstone in ternms of what we were
attenpting to do to come up with that $8.74 M1l lion
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nunber. It could be under the Washi ngton Natural Gas
case that we cited under the financial conditions that
we coul d have asked for nore, but we made a
determi nation judgnent call not to ask for additiona
anounts. So we're trying to be true to what we filed
before only on a different basis, true to the anount but
not the ultimte underlying basis.

CHAI RMOVAN SHOWALTER: But if we keep to the

statutory schedule for this case, it will not be $8.74
MIlion; do you agree?
MR, MARSHALL: | agree.

CHAl RMOMAN SHOWALTER:  Ckay.
MR. MARSHALL: And it wouldn't have been on

the --
CHAI RWOMAN SHOWALTER: I think we understand
MR. MARSHALL: Yeah, and it wouldn't have
been either under the Tariff 23. It woul d have been

7/12 if we ended it by July under the prior filing.

JUDGE WALLIS: Let ne ask the interveners,
did you participate in the FERC proceedi ng?

MR, BRENA: Yes.

JUDGE WALLIS: Did you engage in discovery in
t hat proceedi ng?

MR. BRENA: FERC has a regulatory policy in
crude oil pipelines and refinery product pipelines of
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suspending the tariff for a day, allowing it to go into
effect subject to refund. That's their policy. That's
the way that they treat every pipeline under every
situation. That's what they did in this case. It takes
extraordinary circunstances for themto deviate from

t hat .

And with regard to their first increase
before FERC that they filed in May, the FERC rejected it
outright. FERC has rEjected tariff filings in my
experience, rate increases, general rate increases, only
twice that |I'mever aware of, rejected the filing
outright, and they rejected their filing outright as
unsupported. They cane in with the sane filing again,
and FERC used the one day suspension and allowed it to
go into effect subject to refund. And FERC is on a

relatively tight track as well. In fact, | think it's
seven nonths.
So no, the issue of -- they do not have a

standard at FERC that this Commission has of need to
denonstrate enmergency relief for dire circunstances.

You just go in with a rate increase, and in effect they
say, we will let you collect it and sort it out later

So their statutory schene under the Interstate Conmerce
Act and under the regulatory policy before FERC has
evolved in quite a different way than it has before this
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Conmi ssion. And as | understand this Conmi ssion's
policies, that to allow a rate to be collected prior to
a determnation that it's just and reasonable, that
there has to be sone denpnstration of extraordinary
circunstance. That standard does not apply to FERC

JUDGE WALLIS: My question was whether you
have engaged in discovery at the FERC | evel .

MR, BRENA: |'msorry, | didn't know the
guestion was restricted to that. Wth regard to
di scovery, the parties agreed not to. The only issue
there is the long-termrate, and what we said is we take
a look at their direct case and serve discovery after
t hat .

JUDGE WALLIS: And the direct case will be
filed December 13?

MR, BRENA: That's correct, yes. And before
FERC, there was no issue with regard to the interimrate
relief that required discovery as there is here.

JUDGE WALLIS: M. Finklea, do you have
anyt hing to add?

MR, FI NKLEA: Tosco has al so participated at
FERC in a simlar manner, and we're also awaiting the
Decenber 13th filing.

JUDGE WALLIS: M. Brena, did | hear you
correctly earlier to say that you would require all of
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t he discovery for the interimthat you would require for
the case in chief?

MR. BRENA: No.

JUDGE WALLIS: What is the difference?

MR. BRENA: Well, it's alittle hard for ne
to define ny exact scope of discovery today, but | think
the difference --

JUDGE WALLIS: |'mnot asking for an item by
itemresponse, but for your approach to the extent that
we can get a feeling for the need for discovery on the
interimand how that differs from need for discovery on
the general rate increase.

MR. BRENA: | think the fairest answer to
that that | can give right nowis one of intensity, that
we do not anticipate with the shortened tinme franes
associated with an interimnotion on an expedited basis
to serve or receive the sane depth of discovery that we

woul d ot herwi se expect. So | would ask nore -- so it
just -- it wouldn't be the type of -- it would be on the
same topics, but it would be summary sorts of things.
And then -- and then with regard to the debt issues, it

woul d probably need to be a little nore detail there.
But | would anticipate far | ess discovery on the interim
notion than in the regul ar case.

JUDGE WALLIS: M. Finklea, did you wish to
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respond?

MR. FI NKLEA: Yes, Your Honor. | think that
that is correct as to the justification for the size of
the increase, that while we need sone discovery on that
in the interimprocess, it would be nuch shorter than
what we would nornmally do in the general proceeding. |
think at the sanme tine that because of the way
particularly today's petition has been franed, it raises
a different set of issues that we wouldn't normally | ook
into in a general rate case, which is the legitimcy of
the "financial hardship" that the conpany is facing. W
woul dn't normally spend any tine in a general rate case
focused on that.

So in some sense, it's less than we woul d do
because we know in the general we will get to the issue
about every dinme. But we also have this broader
guestion that is presented because of the request and
especially if it's being franed as sonething that would
be an increase that would not be subject to refund.

MR. BRENA: [If | could just add to my earlier
comrents too. For exanple, when we nmet informally, |
said | didn't think that for the interimrate increase
that | would need to take anybody's deposition, for
exanple. Those can be very tine consunming, difficult to
schedul e, particularly at this tine of the year
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Staff's suggestion was one of a technical conference,
and we certainly support that. | nean if they can bring
in the folks and let us ask them sonme questions and
serve sone pointed interrogatories and requests for

adm ssions and a little bit of requests for production,
whi ch woul d i nclude those original notes by the way,
then | think that that woul d adequately prepare us to
nmove forward on this. But that's an exanple, specific
exanpl e.

JUDGE WALLIS: M. Trotter.

MR. TROTTER: What is the question?

JUDGE WALLIS: The question is the difference
in the requirenent for discovery for a request for
interimrates as opposed to a general rate increase,
with the focus on this particul ar docket, of course.

MR, TROTTER: In this particular docket,
think we are at this point in tinme satisfied in |ooking
at the financial issues that have been raised. There
were sonme big ones that have been all eged here. And so
we think we can, if we can get answers to our questions,
we can do this in a fairly expedited way. W have a
feel for the nunbers in the general rate case, but we
don't think we have to go too far down that path given
the conpany's revised case, so. And we have outlined in
our letter which we sent to the parties Tuesday norning
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the paraneters of, general paraneters, of the type of

i nformati on that we have asked for. W have heard no
negati ve feedback, but we haven't heard positive
feedback either. So we think we can be focused and act
responsibly within the anbit of the revised petition.
The di scovery needs are substantially different and
think nore focused and hopefully narrower in scope, but
there are sone big issues out there.

JUDGE WALLIS: The parties indicated,

M. Trotter, that you had prepared a schedule or a
tentative discussion schedule in this docket. What
ef fect does the petition or anended petition have on
that schedule, if any?

MR, TROTTER: Yeah, our schedul e was prem sed
on their previous case being their direct case, but |
have asked Staff to take a | ook to the extent they can
on the new filing today, and we think we can still neet
the schedul e as | ong as we have a quick turn around on
di scovery. And | have a piece of paper here | can

circulate. [It's our proposal, but it is prem sed on a
three day turn around for data requests and a technica
conference. | would be happy to distribute -- 1

actual ly have schedules for the rate case and the
interimcase | would be happy to circulate if you would
be interested in | ooking at them This is just



00049

obviously the Staff proposal only, but we did go through
the effort, and we didn't confirmthe dates of anyone's
availability on the Bench. So with those two caveats,
woul d be happy to circul ate.

JUDGE WALLIS: Was there any discussion with
me or the conmissioners in preparing this proposal ?

MR, TROTTER: | called your office and asked
for feedback on the dates that are on here, and | didn't
get any feedback. So I tried, but | was unsuccessful

CHAl RAOMAN SHOWALTER: | took Judge Wallis's
earlier question to be, does the new assertedly narrower
petition nmean that the schedul e could be speeded up from
what you had di scussed earlier

JUDGE WALLIS: O is the converse true, if we
have to give parties the opportunity to respond to this
proposal to anend prior to making a ruling on whether to
accept it, does that, in fact, extend the tine that
woul d be required for a decision?

MR, TROTTER: | will answer both of those.

JUDGE WALLIS: Thank you.

MR. TROTTER: The schedul e that we offered
has the case being submitted to you on Decenber 27, so
it's very anbitious to start. | don't think it can be
narrowed or shortened, but we think we can still neet
it.
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Wth respect to the point do we need
addi ti onal process to decide whether this petition ought
to be allowed, | think from Staff's perspective at this
point having read it briefly that we're prepared to nove
forward if the anendnent is permtted. You know, at
this point, we're not opposing it, let's just get going
is kind of I think the sense we have right now.

JUDGE WALLIS: Do other parties wish to nmake
any coments on the discussions to date?

MR, BRENA: | would just like to --

M. Trotter did circulate that. | do have a schedule in
conflict with the schedule that he has put together

But in terns of overall, it's with a specific date, in
terms of overall, Tesoro is willing to do what's
necessary to neet that schedul e.

MR. FI NKLEA: Tosco woul d endeavor to do
that. We are a little concerned with setting the ora
argunment for the week between the | ast week of the year
just because we're not certain on the availability of
everyone that would be involved. And in I[ight of what
has occurred today, we would suggest that we push this
at |east a week or two into the new year but not any
further than that.

MR, BRENA: And Staff's schedule, if | may,
and it says briefs can be included in the schedule if
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the Commi ssion or other parties desired to be filed
sometine after Decenber 27, and we think that it would
be helpful to have linmted briefing, you know,

si mul taneous briefing and response briefing, alimted
cycle of that, probably within the first couple of weeks
of the new year.

JUDGE WALLIS: M. Brena, you indicated
surprise at the filing of the notion and requested an
opportunity to, excuse nme, not a notion but an amended
petition, and an opportunity to respond. |'m noting
that and perhaps would ask if we take a brief recess
before we get into the nuts and bolts of scheduling if
that would -- if that m ght give you enough opportunity
to respond or if you in effect are asking for a delay in
the institution of a schedule until you have had the
opportunity to respond.

MR. BRENA: |'m asking for neither. M
coment was an opportunity to substantively respond, not
procedural |y respond, that what we get to was a
procedural schedule that allowed Tesoro the opportunity
to put a case together, put a short brief together, and
argue the issue once we have had an opportunity to | ook
at it. | don't need -- | know what they have said, and
it doesn't change ny conmitnment to neet this schedule.

JUDGE WALLIS: M. Marshall, do you have any
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observations at this point?

MR. MARSHALL: Again, the only observation we
woul d nake is that after the open neeting on Friday and
after further discussions, this was our good faith
effort to try to narrow the issues as much as we
possibly could, nmaking a I ot of the effort this holiday
season unnecessary and not relevant to the basis on
whi ch we made the request so that we could all neet the
schedule that M. Trotter outlined.

I would note that we do have direct testinony
at the FERC and as well as here on the main case due on
the 13th of Decenber and a |linited nunmber of people that
work at O ynpic. Most of those people, of course, are
operations people. W only have literally a handful of

peopl e that know financial. Two of them are here.
There's another two. That's pretty nmuch it. So we do
-- and we will work with M. Trotter, Staff, and with

interveners to try to get themdata that is particularly
priority oriented.

We will also work with themto try to see if
we can't say, do you really need that now versus in the
main case. | think if we have everybody operating with
the idea that time is |limted and resources are
stretched and this is an inportant issue, we can
probably get this done in this tine.
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I woul d hope that frankly we could have
gotten it done on a nore expedited basis but -- because
we think that the evidence is fairly conpelling.

There's not a lot that can be said that would show that
there are any other conpani es that have a worse
financial situation coupled with a denonstrabl e need for
additional capital going forward. But | understand that
all the parties will want to look at |east at those two
i ssues, and we will be prepared to turn data around on
that as quickly as we can with the resources that we
have.

JUDGE WALLIS: W thout going into any
details, would M. Trotter's proposal for a schedul e be
satisfactory to the conpany?

MR, MARSHALL: Well, the timing, | think
M. Brena nentioned that the technical conference date
has -- he has a conflict on the 28th. W could al so,
this is a good point, the people that woul d have to neet
the schedul e, naybe we can take a five nminute break and
I et us know which of these dates m ght present a
potential scheduling problem

CHAl RMOVAN SHOWALTER: | guess before we take
the break, the question | was interested in is, given
with a day or two difference, | nmean regardless of the

preci se dates, are you agreeable to the genera
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timetabl e laid out here?

MR. MARSHALL: W are.

CHAl RAOMAN SHOWALTER: So that we're --

MR, MARSHALL: Yes.

CHAl R\MOVAN SHOMALTER: -- we can get the
dates pi nned down.

MR, MARSHALL: Yes.

COW SSI ONER HEMSTAD: And the question
have, we typically don't have oral argunent. W decide
cases on brief. Not that we never do, but apparently
you're building into this an opportunity for ora
argunent first, then briefs. Usually when we do hear
them it's usually the other way around, we have briefs
and then oral argunent. But nmy point is that do we
really need oral argunent on this, or can we subnit it
on briefs al one?

MR, TROTTER: Commi ssi oner Henstad, noting
that you haven't seen the schedul e yet, but the idea was
to get -- | think the idea was to get it submitted to
you in an expeditious manner, we would just have a
hearing and oral argunment. But certainly if you would
prefer briefs, it adds additional tine for that, that's
perfectly doable. And | can understand --

COW SSI ONER HEMSTAD: W t hout briefs and on
oral argunent, okay, | understand.
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MR. TROTTER: Yeah, and we didn't put in an
order date. So in any event, again, | count that kind
of as the details that the Chairwoman sai d.

JUDGE WALLIS: Very well, and | would
interject here if | may that the Conm ssion may reach
the concl usion of the evidentiary proceedi ng and
determ ne then whether it would prefer oral argunment or
briefs based on its needs.

MR, TROTTER: That was our -- | think that
was the spirit of our proposal
JUDGE WALLIS: Very well. Should we take a 7

to 10 m nute recess at this point.

CHAl RAOMAN SHOWALTER: Let's meke it 15.

JUDGE WALLIS: It may al ways end up being 15,
but if we say it's 10, then we're nore likely to have
peopl e back in 15 than if we say it's 15.

MR, TROTTER:  Your Honor

JUDGE WALLIS: M. Trotter.

MR. TROTTER: The Bench hasn't seen our
schedule, so | will just circulate those and to the
parties.

JUDGE WALLIS: If you would, please

CHAl RAOMAN SHOWALTER:  And to us as wel |
right. We mght as well go | ook at our cal endars.

MR. TROTTER: | will do that, and then are we
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of f the record?

JUDGE WALLIS: Yes.

(Brief recess.)

JUDGE WALLIS: Let's be back on the record,
pl ease, follow ng a discussion that may best be
described as related to scheduling. There are two
aspects of scheduling that the Comr ssion needs to
addr ess.

The first is the scheduling of what we may
terma request for interimrate relief, that is before
the resolution of the general rate increase request with
sone finality. As to that schedule, the parties are
agreed that we will go to hearing on that on January 7th
and 8th of the year 2002, the 7th being a Monday and the
8th being a Tuesday. There are other el enents which
relate to achieving that schedul e, including the
schedul i ng of a technical conference, distribution of
direct cases, and rebuttal case. The details remain to

be worked out anobngst the parties and will be resolved
before we conclude today's session. |In addition, it is
anticipated that the parties will file a prehearing

menor andum at the time the hearing begins and suppl enent
that as required by the evidence that cones out during
the hearing with a brief concluding oral argument and
that we will not ask for briefs at the conclusion of the
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proceedi ng.

Does that adequately express the situation
with regard to the interimorder? 1Is there sonething
t hat needs to be added?

Hearing nothing, let's nove on. Conmm ssion
Staff has proposed a rate case schedule for the genera
rate case that involves the extension of the suspension
date fromJuly 1, 2002, to August 1, 2002. And there
has been some discussion relating to the propriety of
doi ng that and the necessity for a statement of the
applicant's commtnent to that extension on the record.
So at this point, having raised the issue, I'mgoing to
call first on Staff for a statenment of the circunstances
that arose there, then call on the conpany for a
confirmation of its comitment to the extension and
wai ver of the statutory suspension period, and then upon
the interveners for a statenent in opposition to the
extension, and then allow parties the opportunity to
respond, and then call on the Comr ssioners for a
ruling. |s that acceptable?

Very well, M. Trotter, nay we begin with
you.

MR. TROTTER:  Yes, Your Honor. The notice of
prehearing conference called for Oynpic to file its
direct case today on its general rate case. |It's clear
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that that case will not be ready until Decenber 13th.

M. Marshall and | had an understandi ng subject to

obvi ously your approval and so on that the suspension
peri od be extended to accommbdate the difference in
those two dates, today's date versus the 13th.

believe that's 23 or 24 days, and | in the schedul e that
| proposed added | guess an additional week just because
it fit frankly. So |l think the literal agreenment was

t he sanme number of days added on to the suspension

peri od woul d be whatever it is, 23 or 24, or 30 if the

conmpany is willing to do it, again subject to Comm ssion
approval. So that was the understandi ng and the basis
for it.

JUDGE WALLIS: M. Marshall

MR, MARSHALL: We would agree to either the
nunber of days or August 1st, whichever the Conmm ssion
prefers.

JUDGE WALLIS: Very well

M. Brena, you have sone concerns about that
extension. Wuld you care to state those now for the
record?

MR, BRENA: Yes, thank you, Your Honor. We
think that it's very inportant that this Conm ssion get
to the substance of this rate increase as soon as
possible. The statutory period provides for that. W
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are very concerned with their interimrate request that
our costs of shipping on this facility may go up 62% and
may not be reviewed for nonths. We don't want to do
anything to make that worse. We're concerned with that
with regard to an interimrate request regardless of
whet her it's refundable. But if it is not refundable,
this is harmthat we believe that we nmay suffer that
woul d be the effect of paying an unjust and unreasonabl e
rate wi thout an opportunity for a full review during
this interimperiod. That would be funds that we could
never get back.

Qur understandi ng and our appeal to the
Conmission is to set rates that are just and reasonabl e
and not to set rates and then determ ne down the road if
they're just and reasonable. This is a substantia
i mpact to our conpany and our operations, and we think
that the way that the Comm ssion has treated these
i ssues in the past, it should continue to do so in the
future.

So with those -- with those comments in nind,
we would |ike to see the statutory period -- we woul d
like to see -- first we would like to see this

conversati on occur within the context of an effort to
schedule. Part of the problemthat we have here is that
we have made no effort to schedule first, but we're
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al ready extending the tail end date. |If we put together
a schedule and it can't work for some reason, then
that's one -- then we would be happy to | ook at that and

review our position with regard to that nonth. But
absent that sort of effort going into it, if it's
possible to get it done, let's get it done. And we
don't want to be in a position | nmean let's hurry up and
get an unreviewed rate in effect and then sl ow down the
ultimate review of the rate that harns shippers. Thank
you.

JUDGE WALLIS: For response beginning with
M. Trotter.

MR, TROTTER: Just briefly. Certainly if the
Conmi ssion nmekes a decision on interimrate relief, and
that is an increase in rates, then that rate would be
found by the Commission to be fair, just, and
reasonabl e.

We have ourselves the follow ng situation
The notice of hearing says distribute today. That
didn't happen. It's not Staff's fault it didn't happen
or the Commission's fault it didn't happen, but we have
now | ost 23 days of an already short suspension period.
We don't have their testinony and exhibits, and we have
agreed to delay discovery until the 13th, and it's al
part of one package. So we think the ability of Staff
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to process this case in a rational way demands the
extension. Now if it's just 23 days, so be it, 24, so
be it, but we need the additional tine. That's alnpst a
nonth and on an al ready short suspension period, it's
essenti al .

CHAl RMOVAN SHOWALTER: | have a question. |
think probably M. Trotter is the best one to ask.
don't have the statute in front of me, but am| correct
or not that it's the conmpany's right and ability to
wai ve the extension, that this is not actually a request
from anybody that we then rule on. They just, the
conpany sinply waives its right to a statutory deadline
fromJuly 1 to August 1. That then beconmes a done deal
Then it's up to us to work out a reasonabl e schedul e,
which we will try to do. But | realize we're -- we seem
to be in a posture of entertaining a notion. |'m not
sure it is one.

MR, TROTTER:. Two comments. | think you're
generally correct. | think I would have al ways
consi dered the suspension period to be a right of the
conpany to extend or not. The inpact of interimrelief
creates an odd switching in interests here, but | think
it is the conpany's prerogative. Another way to dea
with it in another way procedurally would be sinply to
permt a change in the effective date of the tariff. So
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really you're acconplishing the sane thing. So it's
just a question of the necessities of we feel very
strongly about Staff to get this case done rationally,
and | think that goes to the shippers' benefit too. But
| agree with -- | think | agree with the prem se that it
is the conpany's ability to waive.

CHAl RMOMAN SHOWALTER: So if that is the
case, then if they have waived it until August 1st, then
we are aware of that when we | ook at the schedul e and
when we entertain motions for interimrate relief with
or without a refund.

MR. MARSHALL: That's correct. Just one
further note, at the open neeting on Friday when we took
up this docket, we put on the record then our
stipulation that we would not be filing today testinony
and exhibits. W worked with Staff on that, nade that
known, and that was agreed that we would extend it. And
we stipulated at that tinme, Friday, that we woul d extend
to the tine that M. Trotter had nentioned earlier. So
this, we thought this issue was all behind us as of
Fri day.

COW SSI ONER HEMSTAD: | will just make the
comment, it would seem appropriate to ne for the conpany
on the record today to agree to the extension, again
whether it's August 1st or 23 or 24 days, that, you
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know, is again the conpany's choice. Problemis we've
still got to try to work out a schedule here. If this
schedul e can be conpressed in a way that it works and it
woul d be incunbent on the Commission to get its order
out sooner, we can do it, you know. But it seens the
orderly way to proceed here today would be for the
conpany to extend and then the parties work on the
schedule in a way -- and maybe it will be possible to
accomodat e the shippers' interests here and with an
order that would be issued still within the seven nonth
period. If not, then we have the additional tine.

MR, BRENA: | certainly agree with that
perspective, and | was thinking that what was before the
Conmi ssion was a stipulation of some of the parties and
not all of the parties. And if the conpany's right is
to extend, then it's right is to extend, and | wll take
up my concerns with that regard within the context of
schedul i ng.

JUDGE WALLIS: Very well. Is there anything
further on the matter?

CHAI RWOVAN SHOWALTER: Is this on the record?

JUDGE WALLIS: Yes.

CHAl RMOMAN SHOWALTER: So the record heard
t he conpany extend?

JUDGE WALLI'S:  Yes.
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CHAl RAOMAN SHOWALTER: Al t hough | don't know,
you kind of were a little vague. Wy don't you just
state a date.

MR, MARSHALL: Well, | gave the option of the
Conmi ssion, but if you want it, | think that August 1st
sounds fine. W would actually prefer a shorter tine
despite the kind of indications that had been indicated
by M. Brena.

COW SSI ONER HEMSTAD:  Under the statute, |
believe it's your choice.

MR. MARSHALL: August 1st sounds fine.

JUDGE WALLIS: Very well, all right, thank
you very rmuch.

Now | would like to nove on to some of the
nuts and bolts of the administrative aspects. | don't
know if all of the parties are aware, but the Comm ssion
is facing the potential for a very challenging schedul e
over the next year. W have indications that Avista is
going to be filing a general rate case with a request
for interimrelief, that PSE is going to be filing a
general rate case with a request for interimrelief,
that those filings may occur within the next few days,
and your being first inline lets you have sone
flexibility in scheduling.

But | wanted everyone to know that once we
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settle on a schedule, parties' opportunity for variances
in that schedule are going to be very linmted because of
not only those matters but other matters that the

Conmi ssi on has before it that al so have pressing issues
to be resolved and will require conm ssioner hearing
time. So we need to be as thoughtful about the tine
that's selected as possible. And to the extent that
doing so permts a full hearing and everybody's
participation, it is also to the parties' advantage to
conplete this in as expedited a nmanner as possible.

Wth that, et me state what | believe to be
the agreenent of the parties as to determ nation of the
schedule in the rate case in chief. That is that the
parties will engage in discussions about schedul e, and
to the extent that they may agree, that they will file
on Decenber 13, 2001, a statenent of that agreenent. To
the extent that they do not agree, they will file a
proposal as to their desired schedul e and the reasons
for identifying that schedule. The Comm ssion will
either make a ruling or schedule a conference shortly
after Decenber 13th, a teleconference if the parties are
agreeable to that, for addressing the scheduling issue
and any other adm nistrative issue that nmay arise.

Have | stated accurately the parties'
under st andi ng of where we are with respect to the
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schedul e of the main rate case?

MR. MARSHALL: Yes.

MR. TROTTER:  Yes.

MR. FI NKLEA: Yes.

MR, BRENA: Yes.

JUDGE WALLIS: Very well

Ot her administrative issues, M. Trotter
asked about the scheduling of response tine for data
requests. M. Trotter

MR. TROTTER: Yes, Your Honor. W did the
normal response tine under the rule is ten, | believe
it's ten working days, and that's sinply not going to
work, so we are asking for a three day turn around tine.
This would be on a best efforts basis, but if it can't
be turned around in that time, then the parties would

say, well, it could be -- this would be business days,
the schedule that -- | think the only schedul e you set
for the interimcase was the hearing. W still have to

tal k about distribution dates and so on. But if it goes
as proposed, we're tal king about Staff distributing its
direct and interveners distributing their direct case on
the 14th of Decenber, and we'll probably -- so we're
going to need a very short turn around tinme, so we would
request a three day.

JUDGE WALLIS: Does this relate to
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information only as to the interimrequest or
information as to the general request?

MR TROTTER. Only as to the interimrequest.

JUDGE WALLIS: And the timng for responses
on the general rate increase, which discovery presumably
will begin on the 14th of Decenber, would be the nornal
time?

MR. TROTTER:  Yes.

JUDGE WALLIS: Conments fromthe interveners.

MR. FI NKLEA: We can support the three day
turn around.

MR, BRENA: Yes.

JUDGE WALLIS: M. Marshall, you earlier
i ndi cated sone internal barriers through |ack of
resources to responding in a tinmely manner to sone
requests that have previously been submtted. |s that
correct? Do you anticipate that those by and | arge have
been resolved, and is the three day turn around for the
nost part workable for you?

MR. MARSHALL: The three day turn around tine
in -- aten day working tinme frame is sonething that we
could be -- would be required to neet on data requests.
Three day turn around time | think depends on two
t hi ngs, one, how nmany data requests we're getting at the
same tinme, and the degree of burdon that they have. So
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to say in the abstract that we can agree to a three day
turn around tine when we have two interveners and Staff
and we al ready have 22 requests from Staff that are
right now informal, but we need to have assurances from
all parties that these requests will be narrowy
tailored to data that is directly relevant to the issues
rai sed in our anended petition for interimrelief.

And | guess we're not being asked to do nuch
ot her than, as M. Trotter indicated, that within three
days if we couldn't turn around in three days to |et
peopl e know when we could. [It's to our clear interest
to answer all relevant questions as pronptly as we can,
and we will definitely do that. W wll work with the
parties to ensure that that happens. |If these requests
becorme too burdensome, we will, as we indicated to the
Conmmi ssion, may have to seek relief fromthat after
trying to work that out with the parties. But if the
request is that after three days we let the parties
asking for the information know whether we can do it
then or we have to have the additional tinme, | suppose
that's fine.

MR. TROTTER:  Your Honor, that wasn't the
request. The request was that the general rule would be
three days response tine. |f that can't be done, then
notify the other party when it will be done. You know,
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we have had some problens here, we ask for files that we
know exist in electronic form all it takes is to be
sent an E-mail with the attachnent, and we don't get it.
It's pronmised on a day, and we don't get it that day.
This isn't -- we nmay have asked for information that did
take nore tinme, but sone of it we believe was extant
information in electronic form it was pronm sed | ast
Friday, and we still don't have it. So these are the

ki nds of things that we're worried about. But it's also
just sinply preparing for the 14th.

Now i n conjunction with the technica
conference which we're proposing for next Wednesday, if
that works, you know, that can help | think a lot in
scopi ng out the areas in which docunentary evi dence or
ot her evidence is going to be needed. So we need a

commitnment that the conpany will use its best efforts
and not just, oh, you know, autonmatic we can't do
anything in three days and so -- and |'m not suggesting

that was what he said, but if it's just going to be
that, that nothing is going to be responded to on a
qui ck turn around basis, then our hearing date may be in
j eopar dy.

JUDGE WALLIS: M. Finklea, M. Brena.

MR, BRENA: W support the three day turn
around on the best efforts basis. |If they can turn it
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around, then they ought to. This is an expedited notion
that we have undertaken at their request, so the

i nformati on should be forthcom ng as quickly as
possible. If it's not possible, | understand what not
possi bl e neans, and best efforts doesn't require what
isn't possible.

So | just want to -- I'ma little concerned,
the interveners, at |east Tesoro, and the conpany define
or are likely to define what's relevant to their interim
request differently, and so | just -- | think -- | think
Your Honor asked nme the question how would our requests
to answer differ fromthe interimrate relief to the
mai n case, and ny answer was one in terns of the
intensity of the information, not the scope of the
information. And | think M. Finklea nmentioned that
because of the structure, the unique structure of the
way they have requested interimrelief, that they have
rai sed additional issues that go beyond what woul d
normal |y be explored. So | just put you on notice of
t hat .

Now we support the three days. W don't want
to burdon these guys down with a |ot of discovery that
they can't do. But to the degree they can respond in
three days to sinple discovery requests that scope out
the issue, then we think it's reasonable given the
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extrenely aggressive schedule put in place for their
benefit.

JUDGE WALLIS: M. Marshall

MR. MARSHALL: Well, | think | have made our
statement clear, that if these requests are limted in
scope to the issues raised in the interimcase, we don't
have a lot of themconing at the sane tine, we wll
certainly try to turn around as quickly, but we don't
want to waive any of our statutory rights to have
additional time if we need the tine.

| nean | -- M. Beaver asked ne, well, what
was it that we were supposed to have sent to Staff in
electronic form and | confessed that | didn't know what
it was. W have been trying to do that. W had one
menber of staff up yesterday to try to provide direct
information as rapidly as we can. W have been down a
couple of times to try to work with Staff. | think we
have al ready established that we're working in good
faith to provide information, and any insinuation that
we're withholding information is incorrect, and we want
to make that known on the record, that we have not been
del ayi ng or withholding information relevant to these
proceedings at all. 1It's not in our interests to do so,
and we won't. But at the sane tine --

MR, TROTTER: Your Honor, may | ask -- excuse
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nme.

MR. MARSHALL: But at the sane tinme, we do
need to preserve our rights to be able to not face
sanctions fromthe parties when too nmany data requests
cone at once and we're unabl e because of the |ength and
breadth of scope.

| just heard M. Brena say that he doesn't
feel bound by linmting the scope because of what we
tried to do to narrow the case. He's just going to
l[imt his intensity, and | have to confess | don't know
what that nmeans, limting intensity but not scope. [|I'm
not positive, but | can't buy into a blank check and
make a commitnent until we actually see what kinds of
requests we're going to be getting.

We need to sit down with Staff and narrow the
requests that they have in light of the change that we
made in the anended petition. | think that's the first
step, and we will be nore than happy to work with Staff
to do that to nake sure that they prioritize the data
that they want and elinm nate data that either is
unavail abl e because Equilon had it and we can't let them
know about that or elimnate whol e categories of data
that can wait for the general case itself.

W will work to the best of our ability with
the resources that we have in consideration of the -- we
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haven't heard fromthe other side yet the willingness to
l[imt thenselves in discovery. Wthout that, it's
difficult for us to voluntarily agree to limt our tine
to respond.

JUDGE WALLIS: | would -- I'msorry,

M. Trotter.

MR, TROTTER: Two points. His |ast statenent
is incorrect. W sent a letter Tuesday scopi ng out
directly informati on that we needed for the interim
case, and we believe many of those were scoped to what
t hey have just filed.

Secondly, we asked for the work papers of
their outside consultant on the rate case, which is in
el ectronic form we have it in hard copy, we asked for
it in electronic form we haven't gotten it yet. That's
just one exanpl e.

They offered us information |ast night that's
at their offices, but they didn't want to |l et us have it
because of their concerns about sensitivity. W said if
you can't let us have it, it's no good to just |ook at
it. And so hopefully that barrier has been torn down
with the protective order. But it's been a struggle,
and it's been very frustrating and perhaps on both
si des, but we've got to do better, and | will say that
on all sides, but it's been very frustrating.
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JUDGE WALLIS: | would, M. Brena, if | may
junp in now, | would like to try to wap this up. If
after I have conpl eted ny observations you still want to

say sonething, you may do so

| think it is essential with the accel erated
schedul e that now exists that the conpany make its best
good faith effort to conply with a three day response
time, and in the absence of ability to respond, to reply
within that time stating the reasons for the |ack of
response. |If the requests are burdensone, if you
believe that they are so irrelevant that the tine spent
to contest themis better spent than respondi ng, you nmay
contest them That certainly is within your
prerogative

I would call attention of the parties to the
Commi ssion's rule that does require the parties to
consult as to these matters. It is not acceptable to
send a response that says, for exanple, | don't know
what you neant by this, when you can have a Staff person
get in touch or yourself get in touch with people who
made the request so that the clarification can be made
and a speedy response nade.

By the sane token, | do believe that it is
essential if we are going to have the conpany able to
respond with the linmted resources that it does have, to
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confine the scope of the request, the depth of the
request, clearly in a way that allows themthe
opportunity to respond with the information that really
is essential for the preparation of the Staff and the
i nterveners' cases.

| am pl eased that the parties are proposing a
technical conference. | think that is one way to cut
t hrough sone of the discovery issues that sonetines
ot herwi se arise. And once we get into the scheduling of
that technical conference, it nmay be advi sable to penci
in a further prehearing conference for the purpose of
getting a read on how di scovery is going so that we are
proactive and that we are able to hear fromthe parties
what the status of the requests are, what the status of
the responses may be, and to nake whatever rulings are
necessary at that point.

How do the parties feel about that?

MR. TROTTER: That woul d be acceptable to
Staff. The technical conference, to be precise, is our
proposal, and no party has agreed to it yet. W would
agree to that proposal

JUDGE WALLI'S: Interveners.

MR. FI NKLEA: Tosco is amenable to that
approach, and we think a technical conference would be
very useful. We just noted that the 28th creates a



00076

probl em

JUDGE WALLIS: We will address the
schedul i ng, vyes.

MR. FI NKLEA: But the actual approach is a
very responsible way to go.

MR. BRENA: Yes, | agree.

MR, MARSHALL: | agree, except on the
techni cal conference, we haven't talked to Staff about
what that would nean or be and --

JUDGE WALLIS: |'mgoing to suggest --

MR, MARSHALL: -- we're a bit puzzled by
that, particularly since so much of what we have
presented is in the area of debt and the need for
capital. Now | understand what technical conferences
are when you're doing lots of calculations and so forth
and you need to understand how certain cal cul ati ons were
done. The Bonneville Power rate case was certainly one
of those cases where you benefited fromtechnica
conferences. [|I'mnot sure, frankly we just haven't had
a chance to talk to M. Trotter about what that would
mean and how t hat woul d be acconplished and what it
woul d be linmted to.

JUDGE WALLIS: Very well. I'mgoing to
suggest that we go through a couple of other items and
then recess for the purpose of discussing the technica
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conference and the intervening dates on the interim
pr oceedi ng.

I will be entering a prehearing conference
order pursuant to the Conmission's rules that will have
attached to it the results of the information that you
fol ks provide as to your nanes, addresses, and contact
information. And it will have attached to it a page or
two rem nding parties of the provisions in the
Conmmi ssion's rules about the formatting and presentation
of docunents.

I nmention this because it is sonetines the
case that this information does not get to the staff
peopl e who actually are responsible for preparing and
sending the paper itself, and it is an i mense headache
when people do not conply with the Conm ssion's
requi renents. They are relatively small | believe in
nunber, and when there is conpliance, things go so nmuch
better on the administrative end. OQur staff is nuch
happi er, the conmi ssioners are nuch happier, the
adm ni strative | aw judges are nuch happier, and we
encour age people when that cones out to read that and to
talk about it with your staff and to assist us by
conpl yi ng.

One of the questions that sonetines has
arisen in the past is whether on matters such as a three
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day turn around whether parties are willing to conply
with that inmediately or whether they will wait to
conply until an order is entered. |'mnot sure that
that's much of an issue here because of the short nature
of the turn around, but if necessary, | will see that an
order is entered probably not today but on Friday. |
will hold that off until the normal course of business
on Monday or Tuesday if the parties are willing to
commit that they do not need a witten order in order to
commit to conpliance with the agreenents and the rulings
that are made today. Are the parties willing to nmake
that comm t ment ?

MR, TROTTER: Staff will conply.

MR. MARSHALL: Yes, if | think |I understand
it correctly.

MR. FI NKLEA: Tosco will conply.

MR. BRENA: Yes, certainly.

JUDGE WALLIS: Very well

Is there any other matter that we need to
address either that we have deferred or that parties
have thought of other than the scheduling of interim
dates for the interimproceedi ng?

MR, MARSHALL: There is the addressing the
qguestion of the content of the protective order that
Your Honor alluded to at the begi nning of the
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conf erence.

JUDGE WALLIS: W --

MR, MARSHALL: We would like to see that
entered in, but we don't know what the terns m ght be.
If there is a standard formor if you would be able to
send it out in draft so that we could make comrents on
it, that m ght be hel pful

JUDGE WALLIS: W will enter a protective
order that is in the format of orders that the
Commi ssi on has previously entered. Because of the
situation with the statutory basis for the Conm ssion's
obligation to disclose information under the provisions

of the Public Records Act, it will not cite to the
provision in Title 81 that is applicable. 1In all other
regards, it will be simlar. The basis for a protective

order is in Part 4 of the Adnministrative Procedure Act.

MR, TROTTER: Your Honor, you said Title 81
I think you meant Title 80.

JUDGE WALLIS: I'msorry, Title 80, yes.
It's late in the day, and ny nenory seems to be fading
as it goes.

MR. TROTTER: | have one other item Your
Honor. | would ask that the conpany for the testinony
on interimrelief that they filed on October 31st, that
they refile that excising, not adding to, not changing



00080

any words other than to excise the portions that dea
with rate nmethodol ogy, as they have indicated that's not
an issue in the interimcase.

MR, BRENA: And | just have a clarification,
do they intend to rely on both filings for the purpose
of their request or just on their npst recent one?

MR, MARSHALL: The originally filed testinony
of M. Batch on the interimrate case al so tal ked about
financial issues in terms of |oss of npbney and so forth.
That all continues to be relevant. W referred to that
in the amended petition. The nethodol ogy i ssue does not
pertain nowto the issue of interimrate relief. W can
do what M. Trotter suggests on that. But yes, we are
relying on M. Batch's testinobny in these other areas
that will continue to be relevant on the financia
condition of O ynpic Pipeline.

JUDGE WALLIS: Would it be both hel pful to
everyone concerned and relatively easy for you to do a
stri ke through version of the proposed testinony and
file that as a revised version?

MR. MARSHALL: Sure, | think we can do that.

JUDGE WALLIS: Would that satisfy the
parties' interests here?

MR. TROTTER: Yes.

MR, BRENA: Certainly, and could -- | don't
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know what the Commi ssion's procedures are on fax
service, but given the expedited nature of this, we
woul d certainly request that a courtesy copy be provided
by fax.

JUDGE WALLIS: Thank you for rem nding ne of
that issue, M. Brena.

Because of the tight tine frames, would it be
feasible to ask the parties to send by electronic mail
everything that is in digital format and to fax anything
that is not in digital format at the sane tinme as it is
served.

MR. BEAVER:  Your Honor, could | ask a
guestion about that?

JUDGE WALLI'S: (Noddi ng.)

MR, BEAVER: Thank you. The protective
order, and I'mfrankly not famliar with protective
orders issued by this agency, | am obviously by various
courts, and they normally require that the docunents be
stanped indicating that they are subject to a protective
order. Is there some simlar notation that this
information will have to be so designated? And the only
reason | raise that is in regard to electronic
i nformati on, that beconmes problemtic.

JUDGE WALLIS: It does. |'mgoing to suggest
that we go off the record for a discussion of sone of
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t hese issues.

Let me conclude this discussion on the record
by saying that it will be nmy goal to circulate to
parties a draft of the protective order on Friday
working fromthe tenplate order that the Commi ssion has,
probably late in the day on Friday. And if you have any
observations on it, if you can get back to ne by Mnday
or Tuesday, | would appreciate that, say the end of the
day on Tuesday.

MR. FI NKLEA:  Your Honor, before we go off
the record, there was one other item which was the
meki ng available to the interveners information that has
thus far been nade available to Staff, and we do request
that the information that has been nade available to
Staff be made avail able to the interveners.

JUDGE WALLIS: M. Marshall, you have voiced
some concerns about that. M observation is that it
appears that making the information avail able woul d be
in the best interests of your client in the sense that
sooner information and nore informtion seens to be
better in the long run than |less information or |ater
i nf ormati on.

MR. MARSHALL: Two observations. | mean sone
of the information that was presented dealt only with
the prior interimrate relief petition that has now been
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now conmpl etely revised. Second, almpst all this
i nformati on has been marked and di scussed orally in the
event as prelimnary and subject to check and for
di scussion purposes only. W will work to get Staff
data responses to what they have asked for that don't
bear those problens, (a), they're relevant, (b), they're
not prelimnary, and (c), they're not for just
di scussi on purposes so they nmight be tighter and | ess
broad. But we will do that in the context of the data
requests that Staff has sent, and we will send copies to
i nterveners.

But it would be difficult for ne to
reconstruct at this time what we nmay have di scussed with

Staff before, and we just -- we can't do that. But we
will commit fromthis point forward to give al
information that we give to Staff in any kind of fina
form and we will do that w thout hesitation for

i nterveners.

MR. TROTTER: Your Honor, because the conpany
is maintaining M. Batch's direct testinony other than
as to rate nethodol ogy issues, the Staff data requests

are still relevant to that testinobny, so | just want
that to be clear on the record.
MR, BRENA: Could -- | don't nmean to put the

Staff on the spot, but could the Staff provide us with
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the information that O ynpic Pipeline provided you to
some degree? | heard they would have difficulty
reconstructing it.

MR. TROTTER: W can do that if asked and if
there's no objection.

MR, MARSHALL: Well, we do object, Your
Honor, because it was prelimnary, it was for discussion
purposes only. And | think that going forward we will
make sure that the data requests that are out there that
are continuing to be relevant we will nmake avail abl e.
But this is something that we can't agree to, because it
wasn't put in the format of a fornmal request, and the
responses were certainly not meant to be forma
responses or even definitive responses. | think it
woul d put us at sonme disadvantage in trying to nake sure
that we can clarify what was prelimnary, and that will
all be taken care of when we make formal responses to
the requests that Staff has out now that will be fornal

JUDGE WALLIS: The concern that | have about
your objection is that | do not hear in it a reason that
one customarily would find for granting an objection to
a discovery request. Wiile it's prelimnary, that's
al so true, for exanple, of the work papers of
consul tants and ot her documents. |'m not aware that
being a finished or final docunent is a sufficient
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ground for denying access to information.

MR. MARSHALL: Well, again, the understanding
was that this was for discussion purposes only. It
wasn't nmeant to be disclosed to anybody else. It was to
hel p Staff understand readily sone of the issues in the
case without trying to be definitive. Interveners
weren't even interveners in the case until today. They
didn't have any standing to get any information. So we
find that it's probably hel pful to have working
rel ati onships to share information, and this would be
t hi nk obj ecti onabl e because it undermni nes the very
nature of what we were trying to acconplish by working
informal ly.

And | strenuously object to the idea that
these docunents are relevant if they weren't neant to be
definitive, if they were neant for discussion purposes
only and to orient rather than to provide data. The
data will be -- any data that we have that Staff wants
fromthis point forward we will put into final form It
will be reviewed. It will be not for discussion
pur poses but for the purpose of proceeding with the
case. Conversations that people m ght have, that's
about that same kind of nature. W were sinply trying
to orient the Staff, and | think that would be agai nst
all understandings that we had as to the purpose for
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t hose di scussions.

JUDGE WALLIS: The gravanen of your concern
appears to be that the disclosure and sharing of
informati on was to the benefit of the Staff and that
consequently its disclosure would stifle such
conversations in the future?

MR, MARSHALL: Qur understandi ng was that
this was done in an informal process to aid the
understandi ng of this case and not for purposes of
formal use in any kind of proceeding, so it wasn't
prepared with the care that you would prepare data to be
shared with other parties who weren't interveners at the
time. There's no issue about that. There's no chance
to obtain protective orders at that tinme with you, Your
Honor. So | think this is, for all that we have said,
this would chill those kinds of infornmal working
rel ati onshi ps that nake these things go a ot nore
easily in the future. W will try to do everything
precisely fromthis point on, and anything that we give
to one party, we will give to all so long as that's
reci procal and so long as the interveners agree to do
t he sane.

JUDGE WALLIS: M. Trotter.

MR, TROTTER: |'mjust a bit incredul ous
here, Your Honor. Staff did ask informal data requests
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because they have to be informal since the rule isn't
i nvoked. We presented those requests for purposes of
use in the proceeding. W talked to the conpany
specifically about confidentiality concerns, and we
didn't -- | think we indicated on as many occasi ons and
in as clear terns as required that if they would not be
able to give themto us due to proprietary concerns, we
woul dn't take it, so I'ma bit nystified by this |ast
statenment that M. Mrshall made

I think though he is correct that they had
qualifiers to it that the docunents had not been

proofread or there was -- they m ght be prelimnary but
-- and | guess the best nunbers they had at the tine.
But beyond that, | find it difficult to agree with nuch

el se he said in his |ast response

MR, BRENA: |f | nmay, unless | misunderstood
an earlier conversation or two, they're public docunents
t hat have been provided to Staff. W're a party. They
go to our rate. They're in here asking for an expedited
proceeding to jack our rates up 62% and all we're
trying to do is get the information we need to assess
that staff had an opportunity that we did not have to
gat her.

Now r equest nunber one, first, a couple
things. One is we have not agreed to limt discovery in
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1 this case to any particular point in time. | heard that
2 Staff and the company agreed to Decenber 13th. The

3 nunber one discovery request they' re going to get

4 tonmorrow is to provide the information that they

5 provided to Staff, and they're going to get it tonorrow,
6 and there's -- we have every right to do it.

7 MR, MARSHALL: On Thanksgi vi ng, thank you
8
9

very rmuch.
MR. BRENA: Well, no.

10 JUDGE WALLIS: We could even consider it
11 having been made the day before Thanksgi vi ng.
12 COW SSI ONER HEMSTAD:  We'll call it the
13 first turkey of the day.
14 MR. BRENA: The idea that rel evant
15 information -- | nean Staff is out there trying to get

16 nore information. We're out there trying to get any.

17 Now --

18 JUDGE WALLIS: Perhaps | can short circuit

19 this by saying | sinply don't see a basis on which we
20 mght properly deny discovery on this information. As
21 M. Brena noted, the information may al so be avail abl e
22 nerely through a request for public records.

23 MR. MARSHALL: But that's what we have

24 agreed, | thought, not to do to one another in this

25 process. So that nmaybe as to outside third parties that
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could be required, but | thought that was the purpose of
the protective order, so that we wouldn't, particularly
with shipper information, |ots of other infornmation, be
attenpted to take data and extend this case into areas
that were tangential to the issues here, but could be
useful in sonme other forum or sone other conpetitive
arena. This data, these kinds of issues do not just
pertain to this case, but pertain to a | ot of other
potential areas where there are conpetitors, there are

i ssues that are troubl esone.

But | think the nore inportant point is that
we are going to be responding to Staff and all their
data requests, we're not going to withhold that. The
interveners will have data that is accurate and not for
di scussi on purposes only and not prelimnary the sane as
Staff.

MR, BRENA: |f | could just make one
observation, Staff's requests have been ongoing, so to
the degree that we're going to take an ongoi ng di scovery
process and intercede in the nmddle of it and say, well
fromnow on at this point in the mddle of it we wll
give you the information, that doesn't give us the ful
response. It doesn't give us the conplete picture. It
gives us an inconplete answer to many of the Staff's
qgquestions and just isn't hel pful



00090

JUDGE WALLIS: Well, perhaps under the
circunmstances it would be best to let nature take its
course, for you to transmt a data request immedi ately,
for the conpany to respond i mediately stating their
grounds, and we can take that up if accommodation is not
achieved by that point at the time of our discovery
conference and get a formal ruling after the matter
havi ng been defined and di scussed anongst the parties in
a way that tinme avail able today does not permt.

So let's be off the record for the purpose of
determ ning the schedule of interimaspects of the
i nteri m proceedi ng.

(Di scussion off the record.)

JUDGE WALLIS: Let's go back on the record,
pl ease, following a further scheduling discussion and

say that the parties have agreed that there will be a
techni cal conference that will take place on Decenber 3
and/or 4, it being anticipated that the total tine
consuned in that conference will not exceed one business
day. The purpose will be to inquire of company resource

peopl e information as to the proposed testinony as
amended and the basis for the conpany's case. The
parties have agreed to -- interveners and Conmi ssion
Staff have agreed to serve data requests on Novenber
26t h, and responses woul d be due on Novenber 29th.
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Parties will identify areas of inquiry and persons of
inquiry follow ng receipt of the data requests on the
29t h and make that information known on Friday the 30th
to the conpany, and the conpany will nake its best
efforts to have the persons responsible for the

i nformati on avail able on the 3rd and/or 4th as
appropriate. Have | stated that correctly?

MR, MARSHALL: Just to add for clarifying
pur poses, the purpose of the technical conference is for
clarifying questions to understand --

JUDGE WALLIS: Yes, that is correct.

MR, MARSHALL: -- things |ike calculations
and not for cross-exam nation per se.
JUDGE WALLIS: It is not -- the purpose of

the conference is not to conduct cross-exam nation

Is that statenment acceptable to the
interveners and to the Staff?

MR. TROTTER: Yes.

MR. FI NKLEA: Yes.

MR. BRENA: (Noddi ng head.).

JUDGE WALLIS: Very well. Al parties have
i ndi cated agreenent.

The Staff and intervener direct testinony
will be filed on Decenber 14, 2001. Oynpic will file
its rebuttal case on Decenber 21, 2001. And parties
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will file simultaneous prehearing nmenoranda by providing
i nformati onal copies of the final docunent no later than
1:00 p.m on Friday, January 4, via electronic mail to
other parties and to the Conmi ssion and by filing paper
copies prior to the beginning of the hearing on Mnday,
January 7th. |Is that going to work for fol ks okay?

One last matter, the court reporter does
provi de not only expedited transcripts but real tine
transcripts. |If parties wish to have access to rea
time transcripts, that nust be arranged in advance, and
I will ask that parties who wish to have the
availability of a real time transcript make that known
to us by the tine of filing on Decenber 13th so that we
can nmeke the appropriate arrangenents with the court
reporter. There is a charge for that service.

Is there anything further to cone before the
Conmi ssion at this time?

MR. BRENA: Just one question perhaps to
clarify.

JUDGE WALLIS: M. Brena.

MR, BRENA: In the unlikely event there may
be a discovery dispute with regard to one of the
requests, is it the parties' contenplation that that
di spute woul d be presented to Your Honor when? W have
our direct case due the 14th. | would like it not to be
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| onger than around the tinme of the technical conference
if we have gone through the discovery, we have gone
t hrough the technical conference, and we have
out standi ng di scovery issues, | would |like them
addr essed.

JUDGE WALLIS: My thinking on that is this.
Parties will have the discovery requests on the 26th,
they will have the responses on the 29th, they will have
the opportunity to comruni cate during that period, the
opportunity to communi cate on the 30th, and the
exi stence of a dispute should be known by the 3rd. So |
woul d suggest that those be taken up on the 3rd and/or
4th at the parties' convenience, and we will commt to
bei ng avail able to address those natters.

WIll that work for the parties?

MR. BRENA:  Yes.

MR. TROTTER:  Yes.

MR, MARSHALL: Yes.

JUDGE WALLIS: Very well. | again note for
the record that all parties are indicating agreenent.

Is there anything el se?

I look forward to asking that question, but
sometines dread --

MR. MARSHALL: The answer

JUDGE WALLIS: -- the actual response.
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| don't believe that there is anything
further at this tinme. This conference is adjourned.
Thank you all for your participation today.
(Hearing adjourned at 5:35 p.m)






