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BEFORE THE WASHI NGTON UTI LI TI ES AND
TRANSPORTATI ON COVM SSI ON

WASHI NGTON UTI LI TI ES AND
TRANSPORTATI ON COVM SSI ON,
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I NC.,
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A prehearing conference in the above matter
was held on Decenber 6, 2001, at 1:30 p.m, at 1300
Sout h Evergreen Park Drive Sout hwest, Room 108, O ynpi a,
Washi ngton, before Adm nistrative Law Judge ROBERT
WALLI S.

The parties were present as follows:

THE COWM SSI ON, by DONALD T. TROTTER, Seni or
Assi stant Attorney General, and by LI SA WATSON
Assi stant Attorney General, 1400 South Evergreen Park
Drive Sout hwest, O ynpia, Washington 98504-0128,
Tel ephone (360) 664-1189, Fax (360) 586-5522, E-nmmil
dtrotter @utc. wa. gov.

OLYMPI C PI PELI NE COMPANY, INC., via
t el ephone, by PATRICK W RYAN, Attorney at Law, Perkins
Coi e, LLP, 411 - 108th Avenue Northeast, Suite 1800,
Bel | evue, Washi ngton 98004, Tel ephone (425) 453-7314,
Fax (425) 453-7350, E-mail ryanp@erkinscoie.com

Joan E. Kinn, CCR, RPR
Court Reporter
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TOSCO CORPORATI ON, via tel ephone, by EDWARD
A. FI NKLEA, Attorney at Law, and by CHAD STOKES,
Attorney at Law, Energy Advocates, LLP, 526 Nort hwest
18th Avenue, Portland, Oregon 97209, Tel ephone (503)
721-9118, Fax (503) 721-9121, E-mmil
ef i nkl ea@ner gyadvocat es. com

TESORO WEST COAST COVPANY, by ROBIN O BRENA,
Attorney at Law, Brena, Bell & Clarkson, 310 K Street,
Suite 601, Anchorage, Alaska 99501, Tel ephone (907)
258-2000, Fax (907) 258-2001, E-mil
rbrena@renal aw. com and by DAVI D VWENSEL.
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PROCEEDI NGS

JUDGE WALLIS: This is a prehearing
conference in the matter of the application of O ynpic
Pi pel i ne, Docket Nunber TO 011472, for the discussion of
di scovery issues. This conference is being held via
tel econference facilities. The conference is convened
in Room 108 of the Conmi ssion's headquarters offices in
A ynpi a, Washi ngton pursuant to agreenent anong the
parties.

I would Iike to start by getting appearances
of the parties, and what | would |ike you to do is state
your name and your client's nane for the record
beginning with the applicant for rate relief for Oynpic
Pi peline, M. Ryan.

MR, RYAN: Yes, this is Patrick Ryan, and |I'm
here in the capacity of representing O ynpic Pipeline.

JUDGE WALLI'S: For Tesoro.

MR. BRENA: This is Robin Brena, B-R-E-N-A,
here on behal f of Tesoro, and with nme is David Wensel,
WE-NZ-E-L, WE-N-S-E-L. Did | say Z?

JUDGE WALLI'S: Yes, but we have that
corrected now, thank you.

MR, BRENA: Okay.

JUDGE WALLIS: On behal f of Tosco.

MR. FI NKLEA: Edward Fi nkl ea on behal f of
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Tosco.

JUDGE WALLIS: And Comnm ssion Staff.

MR. TROTTER: On behalf of Comm ssion Staff,
Donald T. Trotter and Lisa Watson, Assistant Attorneys
Gener al

JUDGE WALLI'S: Just a check on our equipment,
were you able to hear M. Trotter satisfactorily?

MR. BRENA: This is Robin, | was.

MR. FINKLEA: This is Ed, | was also.

MR. RYAN: This is Patrick, sounded good to

JUDGE WALLIS: Very good, we have lift off.

Al right, the purpose for today's conference
is to go through sone discovery di sagreenents, and our
intention is to resolve those today. W have sone
obj ections to discovery posed both by Tesoro and by
O ynpic Pipeline. | would like to begin by asking
M. Brena on behalf of Tesoro to state in general terns
the categories of his objections and to speak in support
of those objections.

As a matter of clarification, M. Brena, we
apparently did not receive, any of us, a listing or
groupi ng of your objections by item Did you send such
alist?

MR. BRENA: | did.
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JUDGE WALLIS: And when did you send that?

MR. BRENA: | sent that at probably between
10: 30 and 11: 00 your time.

JUDGE WALLIS: Today or yesterday?

MR. BRENA: Today.

JUDGE WALLI'S: Okay.

MR, BRENA: M ndy, nobody got ny group
according to listing.

VWhat | will have her do is can | have her
just fax it as well as E-mail it?

JUDGE WALLI'S: Yes, that would be fine.

MR. BRENA: What fax nunmber should she fax
that to?

JUDGE WALLIS: She should fax that to the
nunber that's listed for me and for our support person,
Ms. Wal ker.

MR, BRENA: That's listed? Okay.

JUDGE WALLIS: And we will run a copy for
M. Trotter who is here in the hearing room

MR. BRENA: We had a problemgetting E-mail

out last night as well. W sent that actually tw ce.
sent it, and M ndy said that she also sent it. [It's on
t he way.

JUDGE WALLI'S: Very good.
MR. BRENA: My apol ogies for you not having
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it.

JUDGE WALLIS: Well, there are some things
t hat are beyond our control

Al right, are you prepared to begin at this
time, M. Brena?

MR, BRENA: | am Let ne clarify though, did
you want nme to speak in support of my objections to
their discovery? Are we tal king about their requests to
us or our requests to then? Which are we doing first?

JUDGE WALLIS: | would like to begin with
your objections to, I'msorry, with your response to
their objections to your discovery.

MR, BRENA: Okay. Well, first | guess let ne
say that what |'m sending down there is seven different
categories that | thought generally these fell into.
They don't fall perfectly into categories. Sonme of them
are stated in different categories. But the first
category is information under financial condition. The
second category is information on existing debt. The
third category is information on the |ikelihood of
internal or external financing of capital inprovenents.
The fourth category is information relating to the safe
operation of the line. The fifth category is
information relating to inconsistencies between and
anong their filings. The sixth category is infornmation
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seeking to clarify their litigation position. And the
seventh category is information relating to throughput,
which also relates to the conpany's financial condition

And what you're about to get, what | have
done under each of those categories, | have A, B, and C
if there are three. And A would be requests for
adm ssions and which requests for adnissions fall under
that, Bis interrogatories and which interrogatories
fall under that category, and C, which requests for
production are related to that category. So that is
what you're about to get by fax, and again | apol ogize
you don't have it there.

| guess in terns of general comment,

di scovery is intended to be broader than what is

rel evant at a hearing. What may be introduced at a
hearing is one issue, and what nmay be di scovered may be
things that are relevant to the proceedi ng or may be
things that may lead to relevant information at the
proceedi ng.

I guess in this particular case, what their
case isis alittle bit confused. They have attenpted
to nodify it several tines. Their npst recent
nodi fication has been to send Staff a redlined strikeout
version, to send only Staff a redlined and strikeout
version of M. Batch's original testinmony in their
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notion for their interimrelief. So far as | am aware,
they haven't filed amended testinony with the

Commi ssion. All they have done is indicate what they
may strike out at some point in the future in an E-nmai
to Staff.

So let ne start out by saying that | have had
alittle bit of difficulty trying to figure out what
their case is. |It's been evolving and changi ng. But
that being said, it has certain common thenmes to it. In
Bob Batch's redlined testinony, to give you an exanpl e,
they left in, AQynpic needs imediate rate relief
because it's rapidly |l osing noney. Wth regards to
their amended filing, their anmended petition, they have
asserted that Aynpic is rapidly |osing noney, they need
interimrate relief to help prevent future deterioration
of its financial condition. Stated in their anended
petition, one reason for it, was that A ynpic faces a
deteriorating financial situation and requires i medi ate
rate relief in order to forestall future deterioration
They have al so stated that A ynpic will continue to
experience a downward trend in its financial condition
and will likely not be able to raise sufficient capita
fromexternal sources to finance its future safety
rel ated capital inprovenents. They have tal ked about
energent financial situation to prevent further
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deterioration. | don't know as a general matter how
much nore clearly you can put your financial position
into i ssue than what they have done. \What they have
tried to do is assert that they're | osing noney, that
they have a deteriorating situation, when, in fact, we
believe the exact opposite is true, and ny discovery is
designed to go to those issues.

VWhat we believe is that their nornal
operating expenses exceed their normal operating costs
by a considerable sum each nmonth. W believe they have
an inmproving financial condition and not a deteriorating
financial condition. In July of this year, all four
shi ppers, all four refineries were able to ship. Their
t hroughputs went up substantially, their revenue went up
substantially. |In Septenber of this year, they got a --
they began to receive an interime62%rate increase on
their FERC shipnments, another dramatic inprovenent in
their financial situation. And that just happened in
Septenber and is rel evant obviously for Septenber to
some degree, but Cctober and Novenber, so it's a very
recent occurrence.

So as a general matter, we think the entire
picture that they're painting in their request for
enmergency relief is false, and nmuch of our discovery is
designed to show that rather than deteriorating
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financial position, they are in a substantially and
rapidly inproving financial position and that at this
poi nt that they have consi derabl e i ncome over anything
that can be justified through any rate all owance or
anyt hing nore than what they need.

The first category, which goes to their
financial condition, asks a series of questions that are
i ntended to denponstrate that. W asked them for
financial statements. W asked them for nmonthlies.

They exclude the nost recent nonths when their revenue
has stepped up substantially. W asked them for cash
flow statements. They gave us projections that were
prepared a year ago. W asked them whether or not their
operating costs are greater than their operating
revenue, and they can't figure out the definition of
normal operating costs. And this is a full week after
wi t hout any call whatsoever. And as | understood the
Conmmi ssion's order, if there was a question about
definition, we were to be contacted. And part of the
package that |I'm sending is also our instructions, and
it says, if there's any anbiguity in terns of what we're
asking for, please contact M. Brena, and | will be
happy to clarify it.

The information on existing debt, we intend
to put on a case that denonstrates that this conpany has
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relied on as a matter of plan raising capital through
internal financing, and we want all information with
regard to their existing debt. W asked for al
security instrunents. W found out in the technica
conference that they have security instrunents with
regard to certain of the debts which have not been

di scl osed. And, in fact, Staff has had to file
addi ti onal discovery nami ng those specific security

i nstruments. W asked for the security instrunents
directly.

So, you know, what they have done is they
rather than -- they had no investnent in this conpany,
they're loaning it nmoney, it's the way they decided to
finance it. They have a line of credit currently with
Arco that's a $30 MIlion line of credit they have drawn
down $10 MIlion. They have $20 MIlion available to
them today so far as we know. And we are entitled to
explore all the details of how they intended to finance
this operation.

In fact, what we learned in the technica
conference and what's in the notes is that they can't go
and borrow noney from external sources, because their
docunents prohibit it. So this entire conpany has been
set up to be financed as a policy matter frominterna
sources. And now in effect what they're saying is
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1 Dbecause of affiliate debt, they can't get financing from
2 external sources for the capital inprovenents even

3 though it's readily available frominternal sources. W
4 are entitled to put on that case. W are entitled to

5 denonstrate -- to get all the information with regard to
6 their existing debt, and we have gotten just a part of

7 it.

8 Wth regard to the information relating to

9 the likelihood for internal or external financing of
10 capital inprovements, they have never said they can't
11 get money for their 2002 capital budget. They have said
12 there's a risk of that, there's a possibility of that,
13 that maybe Arco won't advance the noney, that maybe the
14 things are in technical default. So we have asked a
15 series of questions. W think all of that is just a
16 bunch of snoke and mirrors. There is no possibility

17 that a shareholder that has to use this line will not
18 fund an inprovenent that's necessary for safety.
19 And so we think their entire case, they have

20 built their entire case on a scare related to affiliate
21 financing that they have created by the way they have
22 chosen to finance it when, in fact, they have the

23 available credit to themright nowto finance all of

24 those inprovenments. And we are entitled to put on that
25 case, and we are entitled to discovery relating to that.
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Because so far as |'maware, deteriorating financia
state and the uncertainty with regard to funding their
2002 capital budgets are the -- the risk of that, not
the reality of that, the risk of that are the only bases
for their request for enmergency relief.

Information related to the safe operation of
the line. They seemto be saying that they need $24
MIlion to safely operate the line, so we have asked
guestions. Are you safely operating, is the line safely
operating now? You know, we need cl ear answers. Are
they running an unsafe line, or are they running a safe
line? And we want to know the answers to that. W're
entitled to do that. They are representing to this
Conmi ssion that they are -- they need $24 M I1ion next
year to operate to nake inprovenents relating to safety.
So we have said, isn't it operating safely now, and what
do you need these inprovenents for, and what are, you
know, those sorts of questions. They have put safety
directly into issue in this case. W're entitled to get
information relating to it.

Information relating to inconsistencies
between their various filings. Their basis for
enmergency relief is affiliate debt, that their own
short-termway of funding the Whatcom Creek expenses,
that they're all debt, they're all debt and no equity.
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That's the basis for their interimrelief. Wen they're
coming in to the Commi ssion for their general rate case,
they're saying they're all equity and no debt. Now we
think at sone point you' ve got to be one or the other
You can't be one when it cones to energency relief, |ook
at all our debt, we don't have any equity, we've got no
way to go forward, and then when you go to your genera
rate case, you say we're all equity, we don't have any
debt .

We asked them how nmuch interest did you put
in your general rate case, and they said it wasn't
relevant. Heck it's not relevant. They're saying that
t hey have $700,000 of interest a year when it cones tine
to set our rate, and they're recasting everything as
equity, so they want the Conmission to pretend that they
have funded this conpany with equity when they haven't.
And then when it cones tine for interimemergency
relief, they're telling you that they have $19 MIIlion
of uni nproved and unpaid interest that they have to --
that they have to figure out a way to pay. Well, at
sone point, you have to decide who you are and what
you're entitled to.

And to the degree that they're putting
toget her inconsistent cases, I'mentitled to an
explanation as to you can't be A when it cones to
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interimrelief and then turn into B when it cones to
general relief. You got to be one or the other the
whol e time, and they're playing it both ways. And I'm
entitled to point out inconsistencies in their filings,
and I"'mentitled to force themto decide who it is that
they want to be, either equity financed or debt
financed.

Information relating to their litigation
position. You know, we asked, for exanple, isn't it
true that you didn't take a position with regard to
refundability, and we got referred to the prehearing
conference. Well, | read that transcript, and |I have
listened to everything that was said, and | don't know
what their position is. And so | asked themfor it, and
they just sinply haven't answered it. So we're entitled
to ask questions to help us clarify what their position
isin this case. They can't just keep slipping around
here. W're on an expedited schedule, we're entitled to
know what their case is and know what their litigation
position is and do the discovery on it to the degree
it"s not clear. And | submit it's not -- the reason
it's vague has very little to do with ne. This case has
evol ved and changed every tine we have spoken, that
we're entitled to clarification on that.

And then finally information related to



00110

t hroughput. Throughput is the heart of any issues in
this case. It's going to be a very inportant issue in
this case, and they have played a bunch of throughput
ganes. And so what we have asked for is just what is
your throughput by shipper, by nonth, by year, because
their throughput has inproved dramatically. 1t |ooks as
though it continued to inprove as a result of their
capital inprovenments as well as a result of the listing
ultimately of the pressure restriction

And so they have made characterizations. W
want to know who is going to be hurt by what. W want
to know where the inpacts of the interimrate will fall,
on what shippers and to what degree. And with regard to
that, what they have chosen to do is quote a portion of
the Interstate Cormerce Act, 15(13), which just frankly

surprised ne. | have been in nore than a few of these
kinds of rate cases. Shipper information is disclosed.
In federal practice, they have what -- they have a
15(13) order where they just order that shipper
information will be disclosed under |egal process, and
it's been disclosed in state proceedings in which | have
been involved with as well. It's just a matter of

routine that when you're within a proceedi ng that
shi pper information can be discl osed where there's a
protective order, and we'll address that in nore detai



00111

now -- |ater specifically.

But throughput, we need to understand their
t hroughput. They're saying they are in a declining and
terrible situation. Well, their throughput detern nes
how much revenue they get, and their throughput, if you
graph it, their throughput in 2002 has drammtic
i ncreases and is continuing to have dramatic increases.
And we're entitled to step up and say, you know, these
guys are trying to get an interim-- trying to get an
interimrate relief for an energency that happened two
years ago that's already passed and that is a result of
their negligent operation of this line in which there's
even crimnal indictnents been filed, and these are not
i ssues for which an interimrate should be all owed.

Al so one further point on that with regard to
i nconsistencies in their positions. You know, they
aren't asking for a rate increase based on the direct
cost associated with Whatcom Creek, and quite wi sely
they took that position. Because if you negligently
operate a line and it blows up, this isn't a coment on
BP' s operation or anybody el se, but whatever it costs

you, that's not a shareholder issue -- that's a
shar ehol der issue and not a rate payer issue. Rate
payers don't have to pay for -- to clean up the result

of a negligent operation of a products line that's so
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negligently operated that it explodes. |'mnot even
aware of a products line in the United States that has
expl oded except for this one. And it's not |ike
products |ines are unsafely operated generally. It's
not |ike they don't operate for years and years and
years safely. They do. This one blew up

So in their general rate case, they said,
we're not going to include our direct cost. Well
here's their request for interimrelief, and it is just
filled with the Whatcom Creek expenses. All of their
justifications are just filled, their declining
position, are just filled with Whatcom Creek expenses.
So again we have a situation where even they have
acknow edged that they are not entitled to rate relief
based on the direct cost of their negligent operation of
this line, but here we are | ooking at finances that have
t he What com Creek expenses included in them And we're
entitled to point out that, hey, you can't get back
t hose expenses not only not through pernmanent rates, but
you can't get them back through interimrates either
you can not get those expenses from sharehol ders, | nean
excuse ne, fromrate payers. You know, the |aw doesn't
change, the |law shouldn't change with regard to their
entitlenent to charge their shippers rates. | nean if
you're not allowed to get a rate that includes that,
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you're not allowed to get it, and it doesn't matter
whether it's interimor long-term

So those are -- those are -- those go to ny
-- those go to what we're trying to devel op, what the
themes of our case are, how we're trying to respond to
their interimcase. These themes are directly related
to their interimcase. These themes are in direct
contradiction to what -- to the imge that they're
presenting to this Conmi ssion as some sort of energency.
We are entitled in every way to get this information and
to put on this case and to nove forward.

So, you know, there is a pattern of
ganesmanship. We are in an energency situation here.
We are in an expedited schedule. | have a case that |
have to file on the 14th of this nmonth with this
Commi ssion, and | amsitting here, | filed after close
of business on Monday, not |ast Monday, the Monday
before, | filed this, and now |'msitting here talking
about what do you nean by the word normal operating
expense. That is as evasive and inconsistent with ny
under st andi ng of what this discovery process is going to
be as anything that | could i magi ne, so | need help

I"'mtrying to stay with this schedule. |
served discovery directly related to the thenmes of our
case that we intend to contradict -- we intend to show
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there's no energency, they're in an inproving financia
position, their operating expenses exceed their
operating cost, that to the degree that there's excess
extraordi nary expenses, they're not entitled to recover
them through interimor permanent rates, that their
existing financing plan is internally financed, and, in
fact, the financing docunents require it, and they have
available Iine of credit to do this now.

And that, you know, talking about the risk
t hat someone may not finance it, | nean we're going to
put on a case that shows that why in the world would a
shar ehol der not finance the only pipeline for safety
i mprovenents that's necessary to get their product to
the marketplace. There is zero risk of anybody on the
opposite side of this case stepping forward and ever
saying, we are not going to inprove this |line as we need
to to make safety inprovenents, we're going to operate
an unsafe line, we're going to operate an unsafe |ine
because we're going to refuse to fund it, and then al
of Arco, the mpjority owner, the two thirds owner, their
product is all going to flow through an unsafely
operated |ine because they're sitting out there refusing
to expend sone noney on a line of credit that's been
est abl i shed because of a technical default. You know,
at sone point we need to get to reality here, and their
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case doesn't even approach it. And at sone point they
need to say that they -- so we're entitled to put on
that case. W're entitled to this.

And | have explained trying to understand
their litigation position, the inconsistencies in their
litigation position, and then the ganesmanship on
t hroughput where they have the audacity just to not
respond with anything other than a 15(13), that section
of the I CA which there is unaninmus authority out there
that all ows shipper information to be disclosed within
the context of a rate proceeding when there is a
protective order in place. So | need sone help. |
agreed to a schedule, and it is less than fair to stick
me with the schedule and then not to allow ne the
di scovery | need to advance the case that | have just
represented that |'m going to advance.

MR. FI NKLEA: And, Your Honor --

JUDGE WALLIS: Thank you, M. Brena. | would
like to interject at this point, and | would like to
establish some ground rules for the bal ance of this
hearing, and that is that | do not want to hear parties
characterizing the notives or characterizing in
pejorative terns the activities of other parties or
counsel. \hether or not sonething is gamesmanshi p or
audaci ous or evasive | think is sonmething that the
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Conmission is quite able to determine for itself w thout
those | abel s being applied if the Commi ssion knows the
underlying facts.

I'"'mcertainly pleased that counsel are
stating what they believe the facts to be and the
ci rcunstances, but my experience in the past is that
once we start using characterizations of a subjective
nature of that sort, then the focus of the hearing tends
to shift, and the tenor of the hearing can shift away
fromwhat the Conmission's goal is, that is to find the
truth and to resolve the issues. So I'mnot neaning to
pick on M. Brena by any neans, but | just want to
announce that this is the standard that | intend to
apply for the bal ance of the proceeding.

Now, M. Finkl ea.

MR. FI NKLEA:  Yes.

MR. BRENA:  Your Honor, this is Robin Brena,
if I can just say to the degree that | did that, | agree
with your ruling, and | apol ogi ze.

JUDGE WALLIS: Thank you, M. Brena.

MR, FI NKLEA: Your Honor, | just wanted to
make it clear that Tosco is working with Tesoro on the
interimrequests, and in the interests of tine, we are
sharing the expert so that we can put on a very
efficient case. So while |I don't have anything really
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to add to what M. Brena has said, | do want the record
to be clear that it is Tosco as well as Tesoro that
needs this information and that we will be putting

forward joint testinony whenever it is due.
JUDGE WALLIS: Thank you, M. Finklea.

M. Ryan.
MR. RYAN: Yes, thank you, Your Honor, and
thank you for your ruling. | felt |ike we were being

accused of everything fromnegligent operation to
m srepresentation there, so | appreciate your ruling,
and let's stick to the facts.

The facts are that Aynpic has filed an
interimrate case, has anmended its original petition to
focus on unpaid interest, accruing debts, and its
inability to secure external financing. |In the spirit
of the first supplemental order that was issued, we
limted our discovery to those requests we felt were
necessary and appropriate for the interimrate case and
to respond to issues that M. Brena has raised at prior
prehearing conferences, those being a substantia
adverse inpact that the interimrate increase result to
his conmpany and the nore than m ni mal inpact that would
occur to consumers.

And we have a hard tinme handling a subsequent
17 requests for adm ssions, 42 interrogatories, and 16
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requests for production. Wthout deviating from your
ruling, it seems to us that M. Brena has a | ega
strategy here to derail our |arger general rate filing,
which is due as we all know next Thursday.

JUDGE WALLIS: M. Ryan, | amgoing to
interject here and say that ny preference would be that
we focus on what's happening and the consequences of it
rather than identifying it as the strategy of another
party and something that another party is designing to
cause problenms to the litigation. Whether or not that's
true, it's ny belief that by an exposition of the
ci rcunst ances, the Comm ssion then has the know edge to
deal with the situation, and that again the
characterizations, the subjective evaluation, and the
what m ght be called accusations tend to get in the way
of solving the problem

Pl ease conti nue.

MR. RYAN: Thank you, Your Honor. Well, then
let's just keep this sinple. | won't take the tine to
respond to the many assertions and allegations M. Brena
put forward. Rather | would focus on what we would |ike
to acconplish here today, and that is to conpel the
producti on of docunents and adm ssions that we have
requested, our 12 discovery requests to Tesoro.

M. Brena --
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JUDGE WALLIS: Excuse ne, M. Ryan, it would
help me if you are prepared to do so if you could
respond to the seven generalized areas that M. Brena
has identified.

MR, RYAN: Well, it would have hel ped
consi derably, Your Honor, had | received those
categories as requested.

JUDGE WALLIS: Yes, and | will note that the
fax of that information has just been delivered to us in
t he hearing room

MR. RYAN: | have still not received it.
JUDGE WALLIS: Very well, if you do not fee
able to respond at this tine, | would like to nove on

and ask M. Trotter for his observations. And follow ng
that, we can return to your concerns regarding the
di scovery that you have posed of Tesoro.

MR. RYAN: Thank you, Your Honor

MR, TROTTER: Your Honor, | don't have any
specific response at this time. | would |ike to hear
from M. Ryan on those points before I can contribute
anyt hi ng nmeani ngful at this point.

JUDGE WALLIS: Very well. M. Ryan, again,
you are not prepared to respond to the seven areas that
have been identified?

MR. RYAN: Not at this tinme, Your Honor
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JUDGE WALLIS: Very well. Please proceed
t hen.

MR. BRENA: This is Robin Brena, Your Honor
Where are we proceeding to?

JUDGE WALLIS: M. Ryan wi shes to state his
general i zed concerns.

MR, BRENA: Okay, thank you, Your Honor

MR. RYAN: Thank you, Your Honor. Qur
general i zed concerns are sinple. M. Brena has
previously asserted that the interimrate increase wll
result in substantial and adverse inpact to the
profitability of his client, to their revenues, and to
their operations. He certainly so stated at the
prehearing conference on the 21st, that other tinme. W
have requested financial information to substantiate our
belief that those assertions are grossly overstated.

The $5 Billion conpany that he represents,
our expectation is that the interimrate increase, which
is what we're here to discuss, and the discovery that is
appropriately limted to the interimrate case will have
no nore than a $4 M1 lion inpact over the next six nonth
period, the portion of which allocated to Tesoro is
mnimal, both in actual dollars and certainly conpared
to the revenue of that conpany.

So we have requested various financia
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statenents and i nformati on and admi ssions dealing with

t he conpany's financial capabilities. M. Brena has
chosen to object to our request on the basis that the
interimrate case entirely revolves around Aynpic's
financi al perfornmance and not upon the requested
informati on. He has brought these matters into this
proceedi ng, and we believe that this is a proper subject
for discovery.

JUDGE WALLIS: Thank you.

M. Brena.

MR. BRENA: Several comments. First, | wll
read to Your Honor fromthe transcript of the prehearing
conference what | said:

This is a substantial inmpact to our

conpany and our operations, and we think

that the way the Comni ssion has treated

these issues in the past, it should
continue to do so in the future.

There is nowhere in the record of the
prehearing conference where | used the word adverse.
There is nowhere that | said it would result in a
financial hardship to the conpany. | said that it's a
big rate inpact.

Now of f the record in the prehearing
conference | al so added, and nmy nenory is inprecise,
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that the rate inpact, speaking about the general 62%
rate inmpact on Tesoro, was in the mllions of dollars,
the i npact of that to Tesoro would be in the mllions of
dollars, that their characterization of their genera
rate case in a quarter cent or an eighth of a cent or
characterizing it in terns of our custoners' gallonage

on a retail level was an inproper way to view the rate
impact to us. So | want to start out with to the degree
that | have said sonething, | don't mnd backing it up

I would point out that comments of counsel are not
evi dence and that serving discovery in off the record
coments is rather unusual

And then | would like to also say that | did
respond, and |I did respond substantially. | produced a
cal cul ation that showed what the inpact to Tesoro would
be for each 5% increase in their rates based on
interstate nmovenents or intra and interstate novenents
and based on our throughput plus the likely increase to
t hroughput in the future. And if Your Honor takes a
| ook at our response to Data Request Number 1, you will

see that -- and these are the rate inpacts to Tesoro as
a shipper, and I will get to the significance of that
statement in just a mnute. But what we figured out,
and this was -- this was attorney work product that was

produced by my expert to evaluate the rate inpact. And
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when they step forward and start characterizing the

i npact as mnimal and asked nme to produce this, | waived
that privilege and produced it.
VWhat it shows is that it will cost Tesoro

under likely future throughput assunptions $2.8 MIlion
a year, and we projected that this rate would be in
effect for ten years, so the total real dollar inpact to
Tesoro as a shipper is in the $28 MIlion to $30 MIlion
range in this proceeding, and that was the point that |
was making in the prehearing conference, and that is |
showed them the exact cal cul ation of that.

Havi ng said that, | also pointed out that was
the only calculation we nmade. W're working on another
cal cul ation that includes the rates that we are offset
agai nst our netback sale contracts, because there is
substantial volume for which Tesoro is not the main
shi pper but for who Tesoro ultimtely pays the tariff

rate. And effectively -- and we're still |ooking at
this. | took a look at it for July of this year, it
doubl ed our throughput.

So the inpact to Tesoro is about $3 MIlion a

year. And its inpact to Tesoro has a direct inpact as a
shipper, and its indirect inpact to Tesoro is about
double that. So this rate case if this rate goes into
effect will cost Tesoro between $50 MIIlion and $70
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MIlion. Now that's the cal cul ati on and expl anati on
that | advanced, so to say that | ducked on that,
didn't.

Now with regard to the questions, they ask --
they didn't ask questions about the rate inpact to their
shi ppers, who is Tesoro, they asked it about the inpact
to our custoners. Now that's -- | haven't nade any
representation with regard to rate inpacts to our
custoners at all. The only representations that have
been made with regard to that have been O ynpic. And
thi nk about this. Imagine we're in an electric case,
and the rate -- the electric conpany wants to raise a
furniture conpany's rates 50% and the furniture conpany
says that's $1 MIlion, that's a big inpact on our
rates. And they cone in and they ask the furniture
conpany, well, how much does that rate inpact cost you
per ottoman you produce, and how are you going to change
your pricing to your customers, and that just has
nothing to do with anything. You don't ask for
financial information fromthe customer about their
custoners when you're talking -- because that -- we are
the custonmer, we are the shipper, we are the their
shi pper.

So to the degree that they wanted us to back
up what we said that this would cost us nmillions, we
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have. To the degree that what they want us to do is go
down and specul ate, well, to go back to the furniture
store anal ogy, well, what are your total costs of making
furniture, and what percentage of your total costs are
this cost, well, see, it's only 1% of your total cost
because you have wood and other costs in there, and so
it'"s really not that big of an inpact on you, is it, or
you're a big conpany, you know, what does that have to
do with anything? They are requesting interimrelief
because of their financial condition because they say
it's a declining financial position and they can not
attract internal or external capital necessary to neet
their capital budget for 2002. Let's say Tesoro has one
punp and this is 100% of its costs, should the

Conmi ssion allow themnmore or less of an interimrate
increase? No. Let's say on a per gallon basis to our
custonmers it's a $10 rate inpact. So what?

We haven't nade -- we haven't brought any of
those issues into this case. W haven't brought our
cost structure into this case. W haven't brought our
retail price structures into this case. W haven't
brought anything related to our business into this case
other than to say this is a substantial increase and has
a substantial inpact on Tesoro because -- as a rate
increase. So all | can say is, you know, here we are in
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di scovery where the discovery is focused on the shipper
There is nothing -- it doesn't matter if Tesoro is big,
it doesn't matter if it's small, it doesn't matter what
the per barrel cost is to our custoner, it doesn't
matter if there's no per barrel cost to our custoners,

it doesn't matter how you express it. | nean frankly
nost of Tesoro's petroleumthat is sold in the state of
Washi ngton is sold at wholesale, not at retail. So then

do we go to our branded outlets who set their own price
and take into consideration their cost structure too?
mean it just doesn't make any sense. This is about
their costs, it's about their financial position, and
it's about their rates to us. It is not about our rates
to our custoners.

MR. FI NKLEA:  Your Honor.

JUDGE WALLIS: Does that concl ude your
remar ks, M. Brena?

MR, BRENA: |'mjust review ng my notes.

Yeah, | think general ones, yes. | think
then we have to get into specifics.

JUDGE WALLIS: Al right.

MR. FI NKLEA: Your Honor, Ed Finklea for
Tosco.

JUDGE WALLIS: M. Finklea.

MR, FINKLEA: |If it's appropriate at this
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1 tine.

2 JUDGE WALLI S: Pl ease.

3 MR, FINKLEA: | want to specially support

4 Tesoro's objection to the discovery by AQynpic. Your

5 Honor, | have represented consuners in proceedings

6 before this Comm ssion for 15 years, and the idea that a
7 utility when it has the burden of proof in a rate case
8 would put its custoners' financial situations at issue
9 is unprecedented. | know of no case in 15 years in

10 which in a general rate proceeding a utility seeking a
11 rate increase has been allowed to seek discovery on any
12 custoner's ability to pay the rate increase, and that's
13 essentially what Qynpic is seeking through this

14 di scovery of Tesoro, and it would be a very bad

15 precedent. It could have chilling effects on consuners'
16 willingness to participate in Conm ssion proceedi ngs

17 should the precedent be established that the utilities
18 are going to be allowed in the future to seek di scovery
19 of their custonmers' financial ability to pay rate
20 increases.
21 The issue in this proceeding is whether
22 Odynpic is going to neet the burden of proof necessary
23 to get an interimrate increase, and that is the only
24 issue that is in the proceeding, and we should stay
25 focused on that. W have very limted tine in this
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proceeding as it is, and to go off on a discovery effort
that can only have chilling effects on a custoner's
willingness to participate in a proceeding is just the
wrong way to go.

JUDGE WALLIS: Does that concl ude your
remar ks?

MR. FI NKLEA: Yes, it does.

JUDGE WALLI'S: Thank you.

For Commi ssion Staff.

MR, TROTTER: Just briefly, Your Honor. This
case does involve the issue of the fairness, justness,
reasonabl eness, and sufficiency of the pipeline s rates.
If custoners are nmaking a claimthat these rates
constitute rate shock to themor simlar clainms of that
sort, then | think under those circunstances it m ght be
relevant to get into their ability to pay and so on. |

don't perceive that claimbeing made. | did not
understand Tesoro or Tosco to be alleging that they can
not pay the 62%increase. | understood themto be

saying that this is a serious matter, and they're going
to oppose it, but | never heard them say that they're
unable to pay it if it was granted. So | did not
perceive themto open the door to this. But if they
did, | think it could be fair gane. | just don't think
it has been raised, at least in anything | have heard so
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far.

That conpletes my statenent.

JUDGE WALLIS: Thank you, M. Trotter

M. Ryan, do you have anything to concl ude
with?

MR. RYAN: Yes, a couple points, Your Honor.
This issue arose actually by OQynpic inits filings. W
have asserted rightly that this will have a mnim
i mpact on consunmers and result in less than a quarter of
a cent increase per gallon of gasoline. This is the way
the issue arose, and if interveners are not objecting to
that at least at this point, then the matter can perhaps
rest.

| do object to or at least | am curious about
the dollar projections that M. Brena has come up with
in ternms of the inpacts and once again | eads back to
conpel l'i ng production of information and adm ssions.
We're all aware that an interimrate case, especially of
this nature, is very short term does not |ook to |ong
forecasts or projections. And once again, | would
rem nd Your Honor that the interimrate increase that we
have requested is subject, within the discretion of the
Conmi ssi on, subject to refund. W put together based on
our filings, testinony, and exhibits, and responses an
energency situation does, in fact, exist. That's why we
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have asked for this interimrate increase, again within
the discretion of the Comm ssion to be subject to
refund. And we believe many of the requests that have
been submitted to us was far beyond the scope of the
interimrate case. There were any nunber of points

rai sed by M. Brena earlier, such as the \Whatcom Creek

i nci dent and costs associated with it. W have answered
these requests to the best of our know edge, and we have
outlined our case, and we have done the best that we
could under very trying and linmted circunstances. And
so | would reserve any nore time objecting to those
assertions, and in the interest of noving on suggest
that we delve into the specifics there.

JUDGE WALLIS: Very well. Let ne --

MR. BRENA: Your Honor, this is Robin Brena,
can | ask M. Ryan if he has received the fax from our
of fice yet?

MR. RYAN: Yes, | have.

MR. BRENA: Thank you.

JUDGE WALLIS: Very well, | have that
docunent in front of nme, and by way of explanation, it
does not appear to contain any argunent relating to the
categories, but it nmerely identifies the seven
categories and lists the requests for adm ssion, the
interrogatories, and the requests for production, if
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any, that are identified under each of those categories.

Very well, let's begin then by going to the
specific itenms that are |isted under information on
financial condition, and begin again with M. Brena.

MR, BRENA: Is it your intention that we
woul d di scuss these just one at a tinme?

JUDGE WALLIS: To the extent that the issues
are identical, you may group them You have stated your

general objections. |If you wish to add anything
regardi ng each of the specific itens, you may do so, and
we will ook at the itens one by one.

MR, BRENA: Well, Request for Adm ssion
Nunber 1 and 2 -- I'msorry, | just got handed a note, |
apol ogi ze for the distraction. Request for Adm ssion
Nunber 1 and 2 ask for nonthly operating revenues. It
says:

Pl ease admit that Aynpic's nonthly
operating revenues during 2001 exceeded
its normal operating expenses including
depreci ati on.

And Request for Adm ssion Nunber 2 says:
Pl ease admit that Aynpic's nonthly
operating revenue begi nning in August
2001 and continuing through the end of
Oct ober 2001 have exceeded its norma
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operati ng expenses for the same period.

And again, what we're trying to get here to
is, you know, what are their normal operating costs and
expenses. We're just trying to get information that --
I don't know that | really have anything to add.
think it's obvious what we're trying to get.

JUDGE WALLIS: Very well

M. Ryan, are you prepared to respond to the
i ndi vi dual objections?

MR. BRENA: Oh, Your Honor, | should add, |I'm
sorry, but | should add --

JUDGE WALLIS: Is this M. Brena?

MR, BRENA: Yes, it is, I'"'msorry, this is
Robi n Brena.

| should just add that this is the
i mperm ssi bly vague and as normal operating expenses is
not defined. And all | can say is that, you know,
that's a termof art that is commopnly used within the
i ndustry. As a pipeline conpany, O ynpic has both
federal and state obligations to maintain their books
according to certain charts of accounts. That within
those charts of accounts, that there is a definition of
ordinary, there is a definition of extraordinary itens,
and as a matter of routine these definitions are applied
and used. And, in fact, they're required to be used in
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their FERC filings. | haven't had the tinme in this
accel erated schedule to becone famliar with the chart
of accounts that applies to utilities and pipelines in
the state of Washington, but | can only assune that they
al so require and contain definitions that provide for
accounting for ordinary operations different than
extraordi nary operations.

And | would just point out that under the
federal regulations 18 CFR Part 352, it just goes
through and says this. It says extraordinary itenms, and
it goes through and just says what they are:

Unusual means an event or transaction

nust possess a hi gh degree of

abnormality in a type clearly unrel ated

to, or it's generally related to the

ordi nary, typical activities of the

entity. A frequent occurrence neans the

events or transactions shall be the type

not reasonably expected to reoccur in

the foreseeable future

We're just asking thema sinple question
Are your ordinary -- are your operating expenses incone
hi gher than your normal operating costs. And let nme say
again that it's unfortunate that if they didn't
under stand what was intended by that that they didn't
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conply with the Comr ssion's order to phone me and ask
me for a definition or conply with what is in our data
requests, which should have been handed to you with the
ot her information, where we say, if sonmething is

anmbi guous in sonmething we're asking you, give us a call
and we'll talk about it.

So, you know, I'min a situation where | have
nine days to file a case with the Conmi ssion.

JUDGE WALLIS: We're aware of the time frame
and the expedited nature of the concerns.

MR. BRENA: That's all that | have.

JUDGE WALLI'S: You have mentioned that a
couple of times. You need not nention it again. | wll
repeat that we are aware of those concerns.

M. Trotter, do you have any observations on
t his?

MR, TROTTER: | have nothing to add that
woul d be hel pful at this point.

JUDGE WALLIS: Very well.

M. Brena, are you asking for results of
operations effectively?

MR, BRENA: Yes, on a nmonthly basis.

JUDGE WALLIS: Okay. Are you asking per
books, per FERC, or per UTC?

MR, BRENA: | asked in later parts, we're in
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the requests for adm ssion at this point, but | asked
for -- in later parts, | asked for it by FERC account,
and the federal requirenent, the federal regulations
require themto keep it nonthly.

JUDGE WALLIS: M. Ryan, do you know whet her
A ynpic maintains these accounts on a nonthly basis or
mai ntai ns the infornmati on per books and then on sone
ot her basis than nmonthly translates it into a per FERC
anal ysis or presentation?

MR. RYAN: | don't, Your Honor, | apol ogize.

If I can just add a couple things. One is |
appreciate M. Brena's frustration here, but we al so
scranbl ed, as you are well aware, to get this out, and
we found normal operating expenses to be very vague.
What constitutes nornmml operating expenses? Wat nay be
atermof art to M. Brena, we didn't find to be any
such termof art. And it would be nost helpful if he
could, in fact, cite to a Washington authority as we're
finding there are nmany di screpanci es between the
Conmi ssi on and what happens on a state |evel here and
what happens on a FERC level. So he may cite Part 352,
Vol une 18 of the CFRs, but how are we to know when to go
to a federal authority, what authority? These, | think
-- | think it's understandable that we found this to be
vague.
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JUDGE WALLIS: M. Ryan, is there any reason
why the conpany was not able to request clarification?

MR. RYAN. Only time, Your Honor. W
certainly woul d have done so had we not been so pressed
to answer all of these many di scovery requests.

JUDGE WALLIS: M. Brena, is it true that you
have asked for the underlying information in other areas
of your discovery requests?

MR. BRENA: It is, Your Honor

JUDGE WALLIS: My ruling on these two itens
is that insofar as the underlying information is the
subj ect of a request that these requests for admn ssion
woul d be denied. | will note that the adnonition to
parties that exists in the Conm ssion's rules and that
we repeated really do put sonme burdon on parties to ask
questions if they believe that an itemis vague and to
secure that clarification if at all possible.

Let's move on to Request Number 3.

MR. BRENA: Do you want to address the ones
under --

JUDGE WALLIS: [I'msorry, to the next item
whi ch woul d be Interrogatories Nunber 20, et cetera.

MR. BRENA: |nterrogatory Nunber 20 appears
in a couple places. It's the throughput question, and
what they have -- and we have asked for nonthly
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t hroughput barrels through O ynmpic Pipeline s system by
shi pper product, point of origin, point of the
destination, tariff rates, intrastate or interstate
nature of the shipnment from January 2000 to date. And
this is very inportant information, because throughput
determ nes revenue, and there is a story to be told in
t hroughput that can't be told any other way. They have,
for exampl e, characterized specifically in their case
what the rate inpacts will be based on this interim
rate. This information would allow us to confirmthat
by i ndividual shipper, so this Conm ssion would have
before it each shipper and what the rate inpact of this
interimrate would be.

This allows us to denonstrate that the
enmergency to the degree that it existed two years ago
has now abated and that this line is up to operating at
hi gh enough throughput | evels so that they have revenue
so that it's not a problem This is very inportant
information and allows us to test the information that
they're providing to us in their case and to the
Commi ssion with regard to specific rate inpacts. They
have represented the exact nunbers. And without this
i nformati on, we can not go in and confirmthe accuracy
of their number. So | don't know how it could be nore
central
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MR. BRENA:  Your Honor, |I'msorry, | paused,
| didn't nean to stop

JUDGE WALLIS: GOh. M. Brena.

MR, BRENA: | have a Buckeye Pi pe Line case,
a case, let's see, 1989 Westlaw 261970 (FERC), where
they allow the release of this information. WIIians
Pi pe Line Conmpany, 51 FERC P 63024 or 1990 Westl aw
318573 (FERC) where they have allowed the rel ease of
this information. Southern Pacific Pipe Lines, 35 FERC,
Page 63044, or 1986 Westlaw 77584. All of these
situations, and it's not just federal authorities to
release it, it's also state. Tesoro Al aska Petrol eum
Conpany versus Anerada Hess Pipeline Corporation, 9 APUC
515, June 30, 1989.

And | et ne point out that the basis for this,
and if you can -- if you just turn, they have incl uded
Paragraph 13 in their response to interrogatory, and
t hey have underlined the part that says that you can't
release it. But they have not underlined the part that
says the circunstances under which it can be rel eased.
And if you go to the mddle of the page after the
provi ded, it says:

Provi ded that nothing in this chapter

shall be construed to prevent the giving
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process.

And it goes through and defines that under
different circunstances, and that is the | anguage under
whi ch actual throughput information by shipper and by
| ocation is distributed.

Let me also add that they ask for that
informati on fromus. They asked us for all of our
vol unes and matters that they have records of. And our
i nformati on woul d have been to take their sheet that
they give us and to give it back to them So to the
degree that they believe that 15(13) prohibits the
di scl osure of that for any party, they have asked for
the identical information with regard to Tesoro from us

So it just -- it, you know, this is one of
t hose situations where | understand -- where this is
just a matter of routine in these rate cases, and the
law, the law of the land is clear, when you have a
protective order in place, you can get into the
specifics, and that is -- and the case authority is
uniformwith regard to that.

And | point out that this is BP Pipelines,
Inc. They were one of the participants in that Tesoro
case where we had it disclosed. BP Pipelines, Inc., has
di sclosed this information in cases in which -- in which
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| aman attorney in in the past. And this is Perkins
Coi e, one of the largest law firns in the United States.
So for themto answer this with just a copy with the
wrong section underlined --

JUDGE WALLIS: M. Brena, we're treading on
thin ice here. | aminterested in the basics of your
concerns and would like to hear M. Ryan's response if
you have basically concluded your coments.

MR. BRENA: Yes, | have.

JUDGE WALLIS: Thank you.

MR. RYAN: Thank you, Your Honor. | won't
necessarily di sagree except to the extent that | would
ask M. Brena under what circunstances that information

was released. | believe that it would be appropriate to
object to this until at such time it was under order to
be rel eased, and so that's, | think, our position on it.
I think he's correct in the proviso, but we -- | think

what our position would be that we would want to be
conpel | ed under order to release that information.

MR. BRENA: And | agree that that would be
appropriate and shoul d be done here and now.

JUDGE WALLIS: M. Trotter, do you have any
coment s?

MR. TROTTER:  No.

MR. RYAN: Your Honor, just one other thing,
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sorry to interrupt, but M. Brena has thrown in the
kitchen sink here on his B under the information, and
I'"massunmi ng that we are just tal king about 20 at this
poi nt, Interrogatory 20.

JUDGE WALLIS: | believe that's correct.

MR, BRENA: Yes.

JUDGE WALLIS: Very well, | do not have the
cited provision in front of ne inits entirety. The
parti es appear to agree that the information will be

provi ded subject to the protective order upon direction
fromthe Comm ssion, and | hereby direct the conpany to
provide this information.

To the extent that other information subject
to the sane federal provision is an issue in any other
context, please consider that this direction applies to
that information as well.

Does that resolve the issue?

MR. BRENA: |t does, Your Honor

MR. RYAN: It does, Your Honor

JUDGE WALLIS: Very well, let's nmove on.

MR, BRENA: Interrogatory Nunber 29

JUDGE WALLIS: Pl ease proceed.

MR. BRENA: We asked for the total anpunt
QO ynpic has paid its sharehol der affiliates beginning
January 2001. The answer responded that there were no
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di vidends paid. Dividends are just one form of funds
that may be paid. | would note that in response to

I nterrogatory Nunmber 28, conpensation paid to BP since
January 1, 2000, they have paid $21 MIlion to BP, and
so they have disclosed that. But if there is anything
el se, a managenent fee or other than is disclosed in 28,
it can be dividends. W didn't narrow this question to
di vidends. We want to know about all affiliate paynents
made from O ynpic to its affiliates and/or its

shar ehol ders.

And so to the degree they're representing
there's no dividends and if 28 reflects everything el se
that was paid to the shareholders or affiliates, then
we're satisfied. To the degree that that's not the
case, then we want to know about the additional sumns.

JUDGE WALLIS: M. Ryan.

MR. RYAN: Yeah, | will have to confirmthat
with the client one way or the other. | don't have the
answer to that off hand, but | would be happy to check
into that.

MR, BRENA: So then may | ask for a ruling
that if there are paynents nade ot her than as discl osed
in Interrogatory Nunber 28 to shareholders or affiliates
that it would be provided to us?

JUDGE WALLIS: M. Ryan, is the conpany
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willing to do that?
MR. RYAN: | believe so, yes.
JUDGE WALLIS: | will take that as genera

assent, which would foreclose the need for me to order
the conpany fornmally to do that. But should a question
arise, | need to |l et you know that based on what | know
now, | would so rule.

MR. RYAN:. Thank you.

MR. BRENA: Okay, Interrogatory 33, 34, and
35, | see Interrogatory 35 is listed in another place,
but I think it's probably better to take the three of
t hese together. And in denying 1 and 2, you had asked
whet her we had asked for this type of information in
ot her places. W asked for the total operating expenses
by FERC account January 1, 2000, to date, and asked what
expenses represented actual cash expenses versus amounts
accrued. On 33 and 34, we asked for the capita
expendi tures under the sanme type of question. And then
in 35, we asked that they identify the Whatcom Creek and
the O fice of Pipeline Safety capital inprovenents and
expenses.

And when you put all that together, what that
allows us to do is at |east control for one
extraordinary event that's occurred and to see what
their position is to get the actual information and then
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to see what their position is |less that one
extraordi nary event.

Their response is that they, in part, that
they don't keep it on a nonthly basis. | would point
out that the federal regulations require themto keep
t he FERC books on a nonthly basis. 18 CFR Part 352 1-2
Accounting Periods says:

Each carrier shall keep its books on a

nonthly basis so that all transactions

as nearly as may be ascertained shall be

entered in the accounts not |ater than

60 days after the |last day of the period

for which the accounts are stated.

Sol -- what I'm-- |I"mnot stuck on their
statement in any particular way, but it's easiest if
we're using a uniformaccounting systemthat all the
experts are used to, and that's the reason that we
requested it in that fashion

JUDGE WALLIS: M. Ryan.

MR. RYAN: Well, going to 35, our position
was, associated with the Whatcom Creek accident is
i ncredi bly broad. There have been a nunber of
regul ati ons, for instance, which have cone about,
think are fairly traceable to that tragedy. Some nobney
goes to conpliance, others to safety related capita
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expenditures and projects. It's very hard for the
conpany to understand what it is that would be
considered to be associated with the What com Creek
acci dent .

We have been quite clear, contrary to earlier
assertions, that there is no penalties or fines or any
direct cost associated with the Watcom Creek tragedy
that is involved in either this interimrate case or the
general rate case. And we -- it's asked and answered,
and | don't -- again, we're having a hard tine
under st andi ng what could be considered to be associ ated
wi th the Whatcom Creek accident.

MR, BRENA: |f | nmay, Your Honor

JUDGE WALLIS: M. Brena.

MR. BRENA: Well, first, | would note that he
rai sed no objection in those comments to 33 or 34, only
to 35. And let ne say that those are, the to date part
of that is very inmportant, because it's only since
Sept enber, October, and Novenber are the only actua
mont hs that we have where we have reliable information
as to their financial position after all the four
refineries are on line and after the inpact of the
interimrate on the FERC side is taken into
consideration. So this issue will conme up again, so al
I would ask for is |I nean absent an objection, they
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ought to show us their books. Because they're saying
generally they are in a declining, deteriorating
financial position, and so 33 and 34 say, show us.

And with regard to his coments on 35, we
know that their casualty and | oss, fromthe technica
conference, we know that like $21 MIlion or $23
MIlion, we had the technical people in there, they said
that the casualty | oss sections were related to Whatcom
Creek. Wth regard to the Ofice of Pipeline Safety,

t hey have a corrective action order that requires them
to do certain things in their conplying with that order
and we have asked themto separate out those things. |
don't think that that's unreasonable to ask, what
expenses are associated with those events. And | would
be stunned and surprised if they weren't tracking them
in sone fashion, and |I'm assunming that they' re even
probably pending insurance clains related to wanting
rei mbursenent for those expenses.

MR. TROTTER:  Your Honor, this is Don Trotter
for Commission Staff. | will note that the conpany has
taken out Whatcom Creek, certain Whatcom Creek acci dent
costs, fromtheir general rate case. But in their early
portrayals of |loss position in the interimcase, they
did include those costs. So | guess | take exception to
part of what M. Ryan said, because | think he said it
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wasn't part of the interimmatter, but it was in the
docunents that they filed earlier

MR. BRENA: This is Robin Brena, if | could
just point out that even in their general rate case,
they only took out the direct expenses. They didn't
take out or attenpt to take out any indirect expense.

MR, RYAN: | thought that -- I'msorry. Your
Honor, | think that's why | did refer --

JUDGE WALLIS: Is this M. Ryan?

MR. RYAN: Sorry. That's what | did refer to
was the direct cost. That was ny understandi ng, that
that's what had been renoved.

MR. BRENA: They had been renmoved fromtheir
direct rate case, the direct cost, but not fromtheir
interimfiling.

JUDGE WALLIS: Very well

M. Trotter, do you have any other coments
related to this?

MR. TROTTER: No.

JUDGE WALLIS: On Interrogatory Nunmber 33, |
believe in light of the discussion of the parties that
it is not possible to say that this is not rel evant nor
reasonably calculated to |l ead to the discovery of
adni ssi bl e evi dence, because | believe that the
potential relevance has been established.



00148

The response identifies the response to
Request for Production Number 8 and FERC Form 6. |'m
wondering if the parties could explain what information
was provided in response to that request and whet her
that answers the question under this interrogatory
nunber .

MR. BRENA: The notice that that request for
production is under the -- is the first request for
producti on under that same category. |'m happy to take
it up now or take it up then.

JUDGE WALLIS: Can you characterize in a
sentence or two what the response is?

MR. BRENA: Not conplete information stated
under the FERC accounts.

JUDGE WALLIS: Very well. On the basis that
this is not information that the conpany has inits
possession and that it has represented that these
accounts are not maintained on a nonthly basis and that
it has represented that the information is not produced
and is not available for any nonth begi nning January 1,
2000, to date, | will deny this request. VWhile the
Conmi ssion in sone instances in approaching general rate
i ncreases has required the production of docunents that
are not existing, | believe in this instance given the
tight tine frane and the need for inmediate response
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that it is not appropriate to order the production of
information at this time. | would direct the conpany to
provi de whatever information listing operating expenses
by FERC account exists for the period January 1, 2000,
to date.

MR. BRENA: And specifically their genera
| edger accounts. That would be what we -- one of the
mai n things that we would want to | ook at.

JUDGE WALLIS: Again, | don't know and
M. Ryan is not able to respond whether their genera
| edger accounts are maintained on a FERC basis.

MR, BRENA: Your Honor, just so Tesoro's
position is clear, on whatever basis they're avail abl e,
we would Iike to have them

JUDGE WALLIS: So you're anmendi ng your
request so that it includes total operating expenses in
what ever form mai ntai ned?

MR. BRENA: Yes, certainly.

MR. RYAN: Hasn't that already been provided?

Excuse nme, this is M. Ryan.

JUDGE WALLIS: M. Ryan.

MR. RYAN: Request for Production Nunber 8
and FERC Form 6.

MR. BRENA: No. Production Nunmber 8 is for
2001 only and is only through Septenber. |t does not
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i nclude the years since the incone stream was stepped up
in October. It doesn't include October or Novenber.

And we want and you guys have to have, |I'msorry,

A ynpic has to have sone type of nonthly statenent of
accounts. And so we would ask -- and it's our
under st andi ng that discovery is ongoing so that if they
didn't have Novenber today but they had it tonorrow that

they would provide it tomorrow. So no, | don't think
t hat Request for Production Number 8 does that.
JUDGE WALLIS: Very well. On the basis of

this discussion, Interrogatory Nunber 33 is denied, but
Request for Production Nunber 8, the conmpany shoul d
provide information for the year 2000, which according
to the representations it has not, and it should provide
on a nonthly basis information on nonths that were not
available at the tinme of production but becone
avail abl e.

Is that clear to the parties?

MR. RYAN: |'msorry, Your Honor, this is
M. Ryan, that would be becone avail able for what period
of tinme?

JUDGE WALLIS: For the period follow ng the
period for which information has al ready been provided.
So Cctober, | understand up to Septenber has been
provi ded, as COctober beconmes available, it would be
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provi ded.

MR. BRENA: Your Honor, just to be clear, we
in both 33 and in Production request 8, we asked for
2000 and 2001, and the Request for Production 8 has only
t hrough Septenber of 2001. It does not have 2000, and
it does not have October or November.

JUDGE WALLIS: Yes, and | believe we began
this by stating that information should be provided for
the year 2000.

MR. BRENA: Okay.

MR. RYAN: Your Honor, just to point out, in
our answer to Request for Production Nunmber 8, we point
out that Equilon was the operator prior to July of 2000.
It's nmy understanding that there are files and financia
statements, the type of which that is requested, that we
do not have access to. W are in serious litigation
with Equilon, and they are hostile to our access at this
time to files which we don't have. So we have supplied
that which to date we have in the files.

| understand the request for October and
Novenber, as of the tinme we prepared these responses,
that was not available. So I will certainly go back to
the conpany and see if that has been acconplished.

But just to point out that there are things
that it's, however nmuch M. Brena or anyone el se would
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i ke them we have a physical inpossibility. Now |l wl]l
certainly double check that, but that is the reason why
we answer ed.

JUDGE WALLIS: Very well, thank you for that
expl anation, M. Ryan.

M. Brena.

MR. BRENA: This is Robin Brena. Their
response to Request for Production 8 says that Equilon
was the operator of the pipeline prior to July 2000 and
prepared the nonthly financial statenents, which are not
available in the format requested. Any format that
they're available in would be fine would be ny coment.
So this isn't -- they don't say they're not avail able.
They say they're not available in the format requested.
| don't know what that nodifying | anguage is intended to
imply, but we will take it in any format.

And the other thing that | would like to
point out is that Arco is and has been an owner and
shar ehol der, and one question is who the operator was
that prepared the nonthly financials, but the idea that
t he sharehol ders woul d not have nonthly financia
statements on A ynpic Pipeline and that those nonthly
financial statenents are not available to O ynpic
because their forner operator left, | have to believe
that they exist in the corporate records or in the
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shar ehol der records.

And then finally, I would |ike to point out
that that only relates to information prior to July of
2000, and from July of 2000, the second six nonths of
that year, BP was the operator, and they didn't provide
t hose either.

JUDGE WALLIS: M. Ryan, were you going to
say sonet hi ng?

MR. RYAN: No.

JUDGE WALLIS: Very wel |

MR. RYAN: | think we should nove on

JUDGE WALLIS: Very well. And in
clarification, Aynpic should provide the information
that it has following July 2000. It should inquire of
any of its owners or sharehol ders as to whether they
have that infornmation and whether it's avail abl e through
that source and should provide any information, even if
it is not in the format requested, that the conpany has
for the period prior to July.

Let's nove on.

MR, BRENA: That took care of 33 and Request
for Production 8. | think that the argunent stood on 34
and 35. | have nothing to add to the argunment that |
have advanced on those two, you know, other than to say
that 34 is intended to break out capital expenses, and
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so it's focused to the capital budget. And 35 is
designed to try to take out extraordinary events, a few
of which should be readily identifiable.

JUDGE WALLIS: M. Ryan and M. Trotter
there is a reference to WUTC Dat a Request Number 1,
Question Nunber 7, and its response, can you tell ne if
any of this information was provided in that response?

MR, TROTTER: This is Don Trotter, yes,
bel i eve our Question 7, we did ask for the capital
detail of the capital expenditures that M. Batch
testifies to, and we got a six page response. | think
the first three pages item zed those.

JUDGE WALLIS: M. Brena, do you know whet her
that information satisfies your request?

MR, BRENA: | am | ooking, because | believe
that that was provided. Okay, 34, there were no details
given, just a list of inprovenents and mai nt enance under
general categories.

MR. TROTTER: This is Don Trotter, my
recol lection, | don't think I have it right in front of
me, but | believe it was |listed by the project and -- by
capital project. There was a three page list of --
there were many, many lines, so | think it was nore
detail than sinply broad general categories.

MR. RYAN: Your Honor, this is M. Ryan.
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MR. RYAN: | would be happy to fax this to
you. It's very detailed. It gives the 1999 actua
spendi ng, 2000 actual spending, 2001 actual spending to
date, 2001 year end projected spending, 2002 projected
spendi ng, and total project 1999 to 2002 for corrective
for capital expenditures on a variety of different
projects. There nust be -- there nust be 50, 75, 14
inch, 20 inch, and laterals repairs from 2000 interna
i nspections. |I'mjust reading fromthe top

MR. BRENA: Could | ask a question perhaps?
If this has been provided, it's not ny intention to
waste our time here with it now, does it include the
year 2000, all capital expenses for the year 20007?

MR. RYAN: Yes, 2000 actual spending.

MR. BRENA: As well as 2001?

MR. RYAN: Yes.

MR. BRENA: Based on that representation, |
woul d withdraw this portion of ny notion to conpel. And
just subject to check, if after I check it, if I
di sagree sonehow with the characterization, then --

JUDGE WALLIS: You're free to supplenent the
request.

MR, BRENA: | will reserve ny --

JUDGE WALLIS: Very well
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Now Number 35.

MR. BRENA: Yes, and with 35, I'mjust trying
to get themto identify, you know, what is a few of the
things that are extraordinary in nature and nonrecurring
in their books, that is Whatcom Creek and the O fice of
Pi peline Safety Corrective Action.

JUDGE WALLIS: There is sonme uncertainty with
regard to the term associated with the Watcom Creek
accident. Wiile the conmpany did not seek clarification,
do you have an objective standard, M. Brena, which
m ght apply so that itens associated w th Watcom Creek
may be readily identified?

MR, BRENA: They have used the termdirectly
in the past. For exanple, in their general rate case,
they have indicated that they have taken out, and they
have quite a |ist | understand, of expenses that were
directly associated with it. So at a mninmm the
definition would include those direct expenses. | used
t he phrase associated with because | had intended it to
be broader than directly. Because to the degree that
there are indirect expenses, | mean they had to go
t hrough the Whatcom Creek expenses, and they had to
identify those that were direct, and they took those
out. And so I'mtrying to see if | can reach all of the
What com Creek expenses, the ones that were directly
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incurred and indirectly incurred. Wth regard to the

O fice of Pipeline Safety corrective action letter, they
were told to do very specific things, and so |I have
asked themto identify those things.

JUDGE WALLIS: M. Ryan.

MR, RYAN: Well, a couple things there. MW
recol l ection of the discussion with the clients on this
matter is that this is bigger than is painted here
before us today, that the Whatcom Creek acci dent
necessarily flows to a variety of different costs.

Those costs that are directly associated with this,

thi nk the conpany has carved out. And if they haven't
made their way to M. Brena, we could supply. [Indirect
cost is again vague and anmbi guous. | would al so point
out that the direction we're heading would seem as our
response indicates, the creation of a new cost study,
whi ch seenms beyond the scope of a permi ssible data
request unless, Your Honor, you feel otherw se.

JUDGE WALLIS: Very well. To the extent that
the conpany has not in its interimcase identified the
operating of capital expenses that are directly rel ated
to the Whatcom Creek acci dent, the conpany should do so.

MR, BRENA: Does Your Honor's ruling apply to
the corrective action letter as well?

JUDGE WALLI'S:  Yes.
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MR. RYAN: Can | ask for a point of
clarification here, because |I'msure that M. Brena wl |
raise this again. He is careful to characterize or cal
the action order that we received fromthe Ofice of
Pipeline Safety as a letter. W didn't know what that

meant, because we received no letter. It was a
corrective action order. That's pretty clear. So |I'm
just saying that now. There is -- we were unaware of

any letter, and we weren't playing ganes there, we just
wanted to be clear about what was being requested. So a
point of clarificationis it's a corrective action
order.

JUDGE WALLIS: And Interrogatory Nunber 35 as
| read it here does refer to a corrective action order

MR, RYAN: That's right, Your Honor, thank
you.

JUDGE WALLIS: |I'mnot asking that the
conpany identify itens that are indirectly associated,
because | believe that there is quite a bit of latitude,
and | believe that in the disclosure of all expenses, it
will be possible to inquire to the extent necessary in
this abbreviated process as to which itens are rel ated
and what the relationship is.

MR, BRENA: | guess that takes us to 36.

JUDGE WALLIS: M. Brena.
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MR. BRENA: | will be brief. They have
alleged a financial crisis of deteriorating nature, and
we have asked for what efforts they have undertaken to
reduce their operating expenses. And so this is a --
where | think the disconnect is is if you're in a
crisis, there should be objective things that you do to
try to manage that crisis. For exanple, they paid their
manager over $3 MIlion in the last two years. Wl
have they made any efforts to negotiate a reduction of
t he managenment fee to BP Pipelines as a result of trying
to curtail this emergency crisis? So this is detailing
what efforts have you taken to undertake them They go
t hrough, they sinply just don't even answer the
question. If the answer is none, then they can say
none. |f they have undertaken sone sort of effort to
reduce their operating cost, then we just ask themto
list what efforts there have been.

JUDGE WALLIS: M. Ryan.

MR. RYAN: Well, | thought we did answer
them Apparently he feels, M. Brena feels that we
didn't sufficiently. 1 would ask for a ruling on that.

But | do also note, as we included in this
response, that it's curious and interesting to us that
the conpany woul d request the closure or the certain
portions of the line stay down, thus reducing our
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revenues, in order to increase their capacity. And now
they seemto be arguing just the reverse, so all of
which is -- we believe we answered this.

MR. BRENA: Your Honor, this is Robin Brena.
| guess | would ask himto identify in his answer any
single effort that they undertook to reduce their
operating costs. Because as | read this, | just can't
find one.

Wth regard to Tesoro's E-mail asking themto
bring up the |lines sinultaneously --

JUDGE WALLIS: M viewis that that's a side
i ssue and not one that we need to explore at this tine.

MR, BRENA: That was what | was going to say.

JUDGE WALLIS: M. Trotter, do you have any
conments on this itenf

MR. TROTTER: No

JUDGE WALLIS: M. Ryan, it's your statenent
that this is the conpany's detail of efforts that have
been undertaken to reduce operating expenses?

MR. RYAN: Well, Your Honor, we answered this
the best we coul d.

JUDGE WALLIS: Very well. On the basis that
this does constitute the conpany's answer, we will not
order further production of information.

MR, BRENA: | would just ask for
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clarification, is the representation by Oynpic that al
efforts that its taken to reduce operating costs are
menorialized in its answer?

MR, RYAN: | request a detail on what
efforts. It did not ask for all efforts. Stipulating
to that, | felt that we answered fairly within the scope
and substance of the question.

JUDGE WALLIS: Very well, let's nmove on to

Nunmber 37.

(Di scussion off the record.)

(Brief recess.)

JUDGE WALLIS: Let's be back on the record
following a brief recess. Let's take up at this tine
with | believe Item Nunmber 7; is that correct,

M . Brena?

MR. BRENA: Your Honor, Interrogatory Nunber
37.

JUDGE WALLI'S: Nunber 37, thank you.

MR. BRENA: |Interrogatory Nunber 37
A ynpic's response is, see the response to Interrogatory
Nunmber 36. 36 goes to an expl anation of how they
brought their lines back into service. Wth regard to
B, we have asked themto identify docunents of which
they're aware that concern the deterioration of its
financial condition. So we figured there nust be
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i nternal conmpany nenorandum di scussing it, notes or
correspondence, and so we have asked themto identify
t hose docunments. They are not identified in

I nterrogatory Nunmber 36, and so we don't believe that
they have responded to our full interrogatory.

JUDGE WALLIS: M. Ryan.

MR, RYAN: Well, it appears B, | would --
seens 36 does not go to the answer B, okay. Well
again, | think that if we go back to the capita
expendi tures, although not listed by nonth, certainly
for the three year period from'99 to 2002, covering
2002, there are those capital expenditures that are very
detailed, and | don't know what nore they're -- all the
capital expenditures are listed quite in detail in
believe it was the response to Staff Request for
Producti on Nunber 8.

MR, BRENA: |If M. Ryanis willing to
stipulate that all of the documents on the deterioration
of their financial position have been produced, | wll
accept that representation. It just seenms to me that if
a conpany is in a downward spiraling financial position
that they woul d have some sort of nenorandum or cash
flow analysis or | nmean sonmething where internally they
have identified the problemand tried to fornulate
sol utions.
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MR. RYAN: | can stipulate to the extent of
ny know edge, but | would have to -- | would have to go
back to the client and make sure that I"mtruly and
honestly representing the current state of affairs
t here, so.

JUDGE WALLIS: Very well. To the extent of
part A, the response is included within the response to
Interrogatory Number 36. And with respect to part B,
M. Ryan will consult with his client to verify his
belief that there are no such docunents. 1Is that where
we stand with this?

MR. RYAN: Yes, and if there are docunents
which are responsive to M. Brena's request, we wll
turn them over.

JUDGE WALLIS: Very well, thank you.

MR. RYAN: Subject to any privilege, and we
can di scuss that.

JUDGE WALLIS: Yes.

MR. RYAN: Thank you.

MR. BRENA: Interrogatory Nunber 38 --

JUDGE WALLIS: M. Brena, our court reporter
is having trouble hearing you, so to the extent you can
pull the mcrophone a little bit closer to your nouth
and keep your voice |level up, that will help all of us
to follow what you say, | believe.
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MR. BRENA: Thank you, Your Honor
Interrogatory Nunber 38, we ask themto explain what
t hey neant by energent financial situation and its
causes, and they referred again to 36 as well as
petition, testinony, exhibits, and responses. And
again, if it's his representation that their entire
expl anation that they intend to advance on this
financial situation has sonmehow been di scl osed al ready,
I"'mwilling to accept that representati on and nove on.

JUDGE WALLIS: M. Ryan.

MR. RYAN:. The petition, testinmony, exhibits,
responses all speak for thenselves, as do our prior
response. | will stipulate to the extent that as you
noted, we did reserve the ability to supplenment this
response as new facts, new figures, and new information,
whether it relates to, you know, prior |osses of profits
or revenues, increase or decrease, operating expenses or
costs, et cetera, as that information becones aware to
us, we would want the ability to supplenment, of course,
how, you know, the picture that we're painting to
support our interimrate increase.

MR, BRENA: This is Robin, | just have one
conment on that. Their direct case has been fil ed.
It's been amended. |'mtrying to conduct discovery on

that direct case. W're entitled to know at some point
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with certainty what their case is, and they're not
allowed to nove that case any nore to supplenent it,

because di scovery will no |onger be possible. So
guess to the degree that what he said is we reserve the
right to nove the target, | guess that | would raise an
objection to that.

JUDGE WALLIS: | would like to again nove

back from subjective characterizations and say that
QO ynpic, as do all parties, has the right to request
| eave to supplenent their presentation. That does not
mean that the Conmmission will grant that request. And
at such tinme as any new facts, figures, or information
are available, AOynpic may request it, and the other
parties may voice their views on whether the Comn ssion
shoul d al |l ow that suppl enentati on.
Does that satisfy your concerns, M. Brena?
MR, BRENA: |t does, Your Honor, thank you.
JUDGE WALLIS: Very wel |
MR. BRENA: Interrogatory Number -- I'm
sorry, M. Ryan.
MR, RYAN. Thank you. Just a point of
clarification, Your Honor, are we not -- is this
di scovery not about the interimrate case, and if so,
then I'ma little confused about M. Brena's assertion
that this discovery is about the direct case. W
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haven't filed the direct case yet. W're filing that
next week, and the discovery that's appropriate to the
scope of the direct case will be conducted at that tine,
So.

JUDGE WALLIS: M. Ryan, | took M. Brena's
conment to refer to the direct case as to the interim

Is that right, M. Brena?

MR. BRENA: That's correct, Your Honor

MR. RYAN: Thank you.

MR. BRENA: Interrogatory Nunber 39, we asked
for an explanation for the net casualty amounts and | oss
anounts in 2000 and 2001. |In the technical conference,
| asked the same question, and the answer | was told is
that 100% of those were associated with \Whatcom Creek
Now I would like, | guess | would |ike themto say that,
if that's the situation, | would like to say -- for them
to say that, not only in the technical conference, but
in response to ny discovery.

JUDGE WALLIS: M. Ryan.

MR. RYAN:. Well, unfortunately, | didn't

attend the technical conference. 1'mnot saying that
that is either here nor there. |If a representation
which | would have to substantiate was, in fact, nade
there, then | don't see why -- | nean if we nade it, we
said it.
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MR. TROTTER: Your Honor, this is Don
Trotter. One of your prior orders says that we can not
cite to statenments made at the technical conference in
testinmony, so we are left to nmake followup DR s if we
want to be able to cite it. M recollection is the sane
as M. Brena's though with regard to what was said, so
this should be a fairly sinple matter to attend to if
the representati on was correct.

JUDGE WALLIS: Perhaps the conpany could
verify that in witing as a response to this
interrogatory. M. Ryan, would the conpany be wlling
to do that?

MR, RYAN. W would verify to one extent or
t he ot her.

JUDGE WALLI'S:  Yes.

MR. RYAN: Yes.

MR. BRENA: |Interrogatory Nunber 40.

M. Batch's testinony refers to the deteriorating
financial situation. W asked himto explain why he
thinks it is, discuss it in detail, and they basically
refer back to his testinony, and that's fine. | believe
that that's responsive.

Wth regard to C, however, we asked himto
identify all docunents he's aware of which support his
response, and again, if it's M. Ryan's representation
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that all documents that support that have al ready been
di sclosed to us, then we will accept that representation
and nove on. But again, it seens as though a conpany
who is in a financial crisis, that they would have sone
sort of internal nmenorandum concerning that crisis.

MR. RYAN: Your Honor, this is Patrick Ryan.
| guess | would have to sonehow get our hands around the
request here as far as Cis concerned, identify al
docunments M. Batch or O ynpic is/are aware of

supporting this response. It seens very broad and
undefined. | don't know quite what would constitute
ei ther a document, | mean a docunent M. Batch or

Oynpic is, whatever he is trying to say there, are
aware of supporting this response. Awareness is a kind
of fuzzy, you know, standard, and so | would just ask
for sone clarification of what would constitute a
response to this to sonehow tailor this.

MR. BRENA: |'m happy to, you know, | don't
know i nternally how the conpany identified or
menori ali zed or discussed this |oonming financial crisis.
I assune that there was -- | know they have a finance
conmittee, and | know that the finance conmittee was
concerned with howto structure its financing, its
operations in light of the Whatcom Creek. | know that
they had neetings. This was all subject to the



00169

techni cal conference. |'m assum ng that any nenoranduns
or correspondence associated with the finance
committee's work woul d be responsive to this. ['m
assum ng any E-mail in which officers or directors

di scussed the financial situation of the conpany or any
menor anduns that were directed to be prepared.

| nmean you guys had a problemw th Whatcom
Creek, and you were trying to figure out how to solve
it, and none of that internal correspondence is apparent
in the discovery. It nust exist, so | would request for
the -- anything fromthe finance conmittee and any
menor andum t hat was prepared for the benefit of the
board di scussing it or identifying potential solutions
to it, any of those types of things.

JUDGE WALLIS: Very well, the conpany has
responded by reference to Interrogatory Nunber 38.

M. Ryan, will you verify whether that is the conpany's
conpl ete response or whether M. Batch or the conpany
are aware of documents that support the response?

MR. RYAN: Yes, | will be happy to verify,
and just so | understand what M. Brena is asking for is
the identification of those docunents.

MR, BRENA: Yes, and then with regard to the
request for production, | have asked for any docunents
that's identified to be produced. So that's exactly
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right, and that's specifically -- and you asked me to
identify them | specifically identified any menoranduns
or analysis which has gone to the board as well as al

of the workings of the finance committee that was forned
with regard to how this conpany should be financed.
woul d assune that any sharehol der neetings associ ated
with Oynpic would al so be responsive. So those are
three specific categories that | think that there are
docunents that woul d be responsive.

JUDGE WALLIS: Very well. Again, M. Ryan
has indicated that he will verify whether or not such
docunents exist and will produce themif they do; is

that correct?

MR, RYAN: Yes, Your Honor.

JUDGE WALLI'S: Thank you.

Let's nmove on to Request for Production
Nunmber 9.

MR. BRENA: | think we already discussed 8,
and | think 9 would follow the same sort of analysis.
Wth regard to 9, their responses, 9.1 and 9.2, the
financial forecast, for exanple, for 2001, if you wll
| ook at the bottomline, incone after taxes, the first
quarters are identical, the second quarters are al
identical, the third quarters are all identical, and the
fourth quarters are identical. So where we're | ooking
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for actual nmonthly budgets and cash flow statenents
we're | ooking for real nunbers, this was a forecast that
was prepared before 2001. So that's not what we asked
for, and it's not hel pful for us to have nunbers that
someone cal cul ated in 2000.

So what | would like to have is | would like
to have the actual budgets and cash flow statenents
showi ng actual cash comng in and out of the conpany for
the period in which | have asked, which it would be from
January 1, 2000, forward. Again, the response only
addresses 2000.

JUDGE WALLIS: M. Ryan.

MR, RYAN: Well, okay. Well, you know, once
agai n, Your Honor, we're back in that area. There are
any nunber of docunents which nay exist, regardl ess of
M. Brena's, you know, assertion that Arco has it or
that we may or may not have. | don't know. |'m going
to have to check with the client, but there was a
consi derabl e portion of the requested tinme |ine under
whi ch the pipeline was operated by Equilon. So
t hought that we had answered this. | thought that both
8 and 9 we had addressed, and so --

MR, BRENA: And again --

MR. RYAN: -- | don't know.

MR. BRENA: | don't nean to restate it, but
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Arco was a mmj or shareholder in this company prior to
July, and with inquiry, they should be able to receive
the financials that were prepared by the prior nmanager.

And, Your Honor, let ne say that the reason
that that's inportant is because they borrowed $100
MIlion in 2000, and I'mtrying to figure out how nmuch
of it went where. And that's inportant, because that is
the reason for the finance, they were in a financia
bind two years ago. So | would ask for themfor the
same ruling on 8, except for that this information is
all projected. | would ask for the cash flow statenents
be provided as soon as possible fromJuly 2000 forward
through the date, actual cash flows, and then for the
prior period that they be required to inquire and obtain
those from may | point out, their own sharehol der

JUDGE WALLIS: M. Ryan.

MR. RYAN. Well, again, | thought we had
supplied some fairly detailed information in our
response to Production Number 8.

JUDGE WALLIS: Very wel |

M. Trotter, do you have any conments?

MR. TROTTER: No

JUDGE WALLIS: May we nmke it clear that any
information that A ynpic believes is within the
possessi on of Equilon that is requested, the conpany
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will make a good faith request of Arco for that
information and if it is available will supply it. Is
that clear?

MR, RYAN: Yes, Your Honor.

JUDGE WALLIS: And as to the cash flow,
M. Brena, are you | ooking for budgeted or actual cash
fl ow?

MR. BRENA: Bot h.

JUDGE WALLIS: Very well. The conpany has
provi ded sone information. To the extent that that is
conplete, | would ask the conpany to state that it's

conplete. To the extent that it is not conplete, then
woul d ask the conpany to provide what information is
avail abl e subject to the proviso related to i nfornation
that relates to the Equilon period.

MR, BRENA: |f | nmay, Your Honor, again, the
actual cash flow that they provided for 2001 only -- it
stops in Septenber again, so it has the same issues. It
doesn't have October, it doesn't have Novenber, and so
woul d ask for the same ruling with regard to this one as
the |l ast one, which is that the discovery request would
be ongoing, that it would be brought to date. [|I'm
assumng that that information is available to them

JUDGE WALLIS: To the extent that the
i nformati on becones available, it should be provided
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when it becones avail abl e.

MR. BRENA: Request for Production Nunmber 11
we asked for the tax return. W even -- of 2000 and
2001. | believe that in a different response, and
don't have it in my fingertips and | apol ogi ze for that,
that they said they would provide the 2000 return. Wth
regard to the 2000 return, they're saying they're
willing to provide it on suitable assurances of, excuse
me, suitable guarantees of confidentiality. | don't
know what they nean. There's a protective order in
place. | don't know what other guarantees of
confidentiality they would assune.

And with regard to 2001, | didn't just ask
for tax returns, | asked for any cal cul ations or
spreadsheets associated with their federal inconme tax,
because I'mtrying to determne -- | nean if their
federal income tax -- what their federal incone tax is
going to ook like in 2001 conpared to 2000. And | can
assunme that in the information that they have provi ded
on cash flow, for exanple, they have an $11 MIlion
paynment being made in Septenber for their federal tax
payabl e, so |I'm assumi ng that you don't pay that kind of
noney unl ess you have sonme sort of cal cul ati on of what
your intended tax burdon is. So | would just point out
with regard to 2001, their answer is restricted to tax
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returns, we have al so asked for tax cal cul ati ons and ask
for themas well.

JUDGE WALLIS: M. Ryan.

MR, RYAN: Well, I'mplaying catch up here
and | apologize. I|I'mtrying to determ ne whether or not
the protective order is, in fact, conprehensive enough
to protect the subsequent disclosure of any or all of
these returns, any portion or part, verbally or

otherwise. I'mnot -- | can't speak for certain the
conditions of confidentiality that the conpany was
seeking. | could easily find out.

JUDGE WALLIS: The protective order to ny
readi ng does prevent any disclosure, and the only
gquestion to my mnd is the availability of
confidentiality as to docunents held by Comm ssion Staff
or by the Comr ssion. Let nme ask whether this docunent
is a public record, or do you know?

MR. RYAN: | don't know that, and |I'm sorry.

JUDGE WALLIS: If it is a docunent that
anyone could obtain fromthe Internal Revenue Service or
otherwi se, then | think that there is no basis certainly
for confidentiality beyond the terns of the protective
order. \hether or not that degree of confidentiality is
required is not sonmething we need to address right now
To the extent that the docunent is, in fact,
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confidential and other guarantees of confidentiality may
be sought, then the conpany is free to seek those. But

I would ask that the information be provided, such
informati on as the conpany does not seek to | abel as
confidential be provided imediately. [|f the docunent
is one that is available as a public record, then it
shoul d be provided i nmedi ately.

MR. RYAN: Ckay. And just so | can be clear
the calculation M. Brena has referred to here is what?

MR. BRENA: |'m assum ng you had some sort of
wor ksheet or calculation. | nean this is Decenber 5th,
sone sort of prelimnary | ook at what your tax picture
will likely be for 2001, so.

MR, RYAN: Well, again, | guess with the sane
caveat, if those worksheets or calcul ations are public
docunents, then | don't -- if they're public docunents
submitted with the tax returns, there should be no
i ssue, as you say, Judge.

MR. BRENA: And |'m assum ng you have
estimated tax filings as well, and those would indicate
-- be the type of worksheet that I'"m Il ooking at. And
just for ny benefit, |I'massunming that BP as the
operator prepared the 2000 tax returns, | don't know how
it is that they deternm ned operating i ncome and expenses
for the first six nonths for the purposes of filing that
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tax return, but to the degree that they had information
avail able to them necessary to file that tax return,
that may be responsive. That infornmation may be
responsive as well to earlier requests.

MR, RYAN: We're talking about Oynpic's tax
returns?

MR. BRENA:  Yes.

MR. RYAN: Right, okay.

JUDGE WALLIS: Do we know whether O ynpic is
on a calendar or a fiscal year?

MR. RYAN: | believe they're on fiscal, but
again, | will have to conply.

JUDGE WALLIS: Very well

MR, BRENA: | n Request for Production Nunber
12, we have just asked for copies of their operating
agreenent. We had understood that BP Pipelines was the
operator, but it appears that Anpco Pipeline Conpany is,
so that's one issue. | had understood in the technica
conference and from di scovery responses that BP
Pi pelines was the operator of this line. Then | guess,

and, in fact, | think it was in the original Bob Batch's
testinmony as well, so | guess | just would ask for, if
this is the only one, then that's fine.

And then we asked for them-- we were | ooking

for any operating agreements. One of the things that we
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were interested in was conparing the current operating
agreenent with the prior operating agreement to see to
what degree the financial circunstances of the conpany
could be associated with the increased charges
associated with the new operator. So | would ask for to
conpel any managenent agreenent that they have on file,
and | woul d request clarification that the nanagenent
agreenent that they provided is the one that they're
actual ly operating under.

MR. RYAN: | would be happy to respond to the
second one. The first, the request states a copy of
Aynpic's, please provide a copy of AOynpic's operating
agreenent with BP, Equilon, and any other. W have
suppl i ed, we have stated that the agreenents that we
have supplied are those relating to the operation of the
pi peline since 1990. | don't -- | don't know what nore
-- | don't know what he neans, what you nmean, M. Brena,
by managenent, you know, agreenents, but we supplied
what was asked for, and | think fairly so.

MR. BRENA: And perhaps just a clarification

is in order here. The prior to -- is the current
operators operating agreenent in here?
MR. RYAN: | believe it is.

MR, BRENA: Okay. 1Is it the Anpco agreenent?
MR, RYAN. Anpbco agreenent?
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MR. BRENA: |'m | ooking at the June 30th,
2000, agreement between O ynpic and Anbco Pipeline; is
that the current agreenent?

MR, RYAN: | believe it is. | wll be happy
to verify it, and if it's not, then we will --

MR, BRENA: Okay, that would be fine. And
then with regards to the operating agreenent that was in
effect from 1990 through June 30th, that is the one
that's attached as wel | ?

MR. RYAN: | believe it is, yes.

MR. BRENA: Ckay. Wth those
representations, then I have nothing to conpel.

JUDGE WALLIS: Very well

MR, RYAN.: And | will verify this.

JUDGE WALLI'S: Thank you, M. Ryan.

MR, BRENA: Okay. Request for Production
Nunmber 13. We asked for copies of the minutes for each
board of directors nmeeting as well as any nenorandum
report, or docunent provided to individual board nenbers
begi nning from January 1, 1998, to date. \What was

supplied to us were just, well, some of these m nutes
are stanped draft, sone of them are executed, sone of
them are not executed. There isn't -- the npst recent

one is in March, March of this year. They are not up to
date. There isn't -- well, hold on. As you read



00180

t hrough the board minutes, there are a series of things
in here that goes to the reference to establish
financing. They were going to negotiate with Prudentia
to establish a $70 MIlion line of credit. They were
di scussing a $100 MIlion Iine of credit through
shar ehol der financing. There's indication that there
was di sagreenent anong the shareholders in terns of a
| ong-term financing plan. None of the nmenorandum t hat
go to those very central critical issues associated with
-- directly related to the issues in this case, none of
t hose have been provided. There isn't a single
menor andum there isn't a single report, and there isn't
a single docunent that went to any individual nenber of
the board. And all we've got is just board m nutes and
not even current ones.

So I"'mnoving to conpel, we asked for
menor anduns or reports that goes to the individual board
menbers. Every corporation that |I'm aware of puts
t oget her a board packet for each individual nmenber, and
each individual nmenmber when they come to a board neeting
is handed a packet, and in that packet is everything.
There's operations reports, there's financial reports,
there's reports fromthe finance conmttee. We're
asking for copies of those packages, and | have not -- |
amnot famliar with a corporation that operates on this
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I evel that doesn't nmintain those board packages.

JUDGE WALLIS: M. Ryan.

MR. RYAN:. Counsel and client went through
the docunents, counsel for the client, and they took out
those docunents that it legitimately felt were
protected. W believe we fairly conplied. He has asked
for copies of the mnutes. Now he says that we haven't
suppl i ed sonmehow docunents that don't tell himwhat he
wants to hear. He has asked, and we have answered as
best we can.

JUDGE WALLIS: Let ne ask a question or two.
M. Ryan, do you represent that the docunents that have
been produced are the npbst current and conplete
docunents that are avail abl e?

MR, RYAN: | can represent that these are the
docunents that were handed to ne to respond to this, and
what | can do is verify whether or not there are any
docunent s responsive and obtai nable that woul d be
subj ect to production that are any nore current. And if
there are and if they' re not produceable, we wll
identify themand | guess get back on the horn with you
and tal k about why, but --

MR. BRENA: This is Robin. In the technica
conference, it was represented that the October board
neeting tentatively approved the capital budget for
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2002, so there appear to be nonthly board neetings.
These m nutes stop on March 13th, | believe. And | know
that the board has met since then, and | know that they
have di scussed specifically how to finance the 2002 and
that they tentatively approved the 2002 budget. So with
regard to tineliness, they just need to give nme all the
board mi nutes.

And secondly, they responded exactly like his
argunment was structured, we gave them the m nutes.

Well, they didn't give us all the m nutes, but that
isn't what ny request for production asks for. M
request for production does ask for mnutes. It also
says as well as any nenorandum report, or docunent
provi ded to individual board nmenmbers. W want, to the
degree it's not privileged, the individual board nenbers
packets that are prepared prior to the board neetings
that discuss this. W want to see the discussion and

i nternal nmenorandunms with regard to this financia
energency, and we know that these reports exist because
they're referred to in the m nutes.

JUDGE WALLIS: M. Ryan.

MR, RYAN: Well, once again, |'m
unfortunately at a | oss, because | wasn't there at the
techni cal conference. | understand that discussions
there are not to be used to -- but again, what | can do
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is go back to the conpany and see if there's any nore
current nmenorandum that's not privil eged, any reports
that's not privileged, and do our best.

JUDGE WALLIS: Very well. As to any report
or other docunment as to which you claima privilege,
pl ease identify the nature of the docunent and the
nature of the privilege that you are asserting.

The conpany has contended in its response
that the request is unduly broad and burdensone.

M. Brena, how do you respond to that concern?

MR. BRENA: Well, | have tried in ny coments
to identify specifically what |'mafter, and what |I'm
after are the information, nenorandum and reports that
were prepared for the individual board menmbers prior to
their mnutes and the presentations at those. Those
board packages are put together and handed out every
nmonth in an organi zed packet, and that's the information
that I'mafter. It's typically maintained in the same
fashi on.

JUDGE WALLIS: | have no feel for whether
t hat packet is 12 pages or whether it's 1,200 pages or
whether it's 12,000 pages, and | am sensitive to the
cl ai m of burdon and being unduly broad at this stage of
the litigation, and I amjust seeking sone informtion
on whether there is sone underlying basis for that
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concern.

MR. RYAN: | also join in that concern, Your
Honor. This is Patrick. And I don't even know, he's
assum ng that such packets exist based on other
corporations and conpanies. | don't knowif QO ynpic
prepares such packets, if they exist or not.

JUDGE WALLIS: Very well

MR. BRENA: Were you asking for conments from
both of us with regard to your concern, Your Honor?

JUDGE WALLI'S: M. Brena.

MR. BRENA: ['msorry, were you directing the
question --

JUDGE WALLIS: Yes.

MR BRENA: -- to M. Ryan or to nme?

JUDGE WALLIS: | was directing the question
to M. Ryan. |If you have any information, you may
respond.

MR. BRENA: | have nothing to add other than

saying that there are specific reports in discussion on
the board with regard to the financing and financing
opti ons.

JUDGE WALLIS: Very well. My we say that to
the extent that the volune of material is substantia
and that producing it would be unduly burdensone, the
request should be limted to include the itens to which
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you specifically refer. |Is that a satisfactory
statement ?

MR, BRENA: Your Honor, may | suggest that if
they are that | be given an opportunity to just go
through and identify the ones to which they don't claim
privilege. | would be happy to work through it and
narrow the copyi ng down so we don't flood the system
I"'mnot the least bit interested in | ooking at pages and
pages of information that have nothing to do with the
interimcase, so.

JUDGE WALLIS: M. Ryan, would that satisfy
t hat el enent of your concern?

MR. RYAN: | believe it would.

Just on a side note, Your Honor, you may or
may not be aware that we yesterday were given 13
addi tional requests by Staff, which actually anmount to
26 nore requests, that although M. Trotter and Staff
have graciously said to, they, you know, anticipate us
doi ng our best, the client is scattered to the w nds at

the nonent, and this is -- it's all becomng fairly
burdensonme, and so | would just bring that to your
attention, Your Honor. And | wll certainly try, we
will try our best, but would enphasize the concern on

burdensome production at this tine.
JUDGE WALLI'S: Thank you.
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one.

JUDGE WALLIS: Very well, let's nove to
category two. At the outset of this discussion,
M. Brena, | believe, noted that this item category

relates to the conpany's existing debt, related security
interests, a line of credit with Arco, and to the
conpany's stated allegation that it could not borrow
externally because, M. Brena is alleging, because
docunents prohibit the external borrowi ng and that the
conpany's claimof the failure of ability to obtain
external debt is not relevant.

M. Ryan, do you have any, and | apol ogize if
| have sumuarized the argunent in a very truncated
manner or inaccurately, but I"'mtrying to cut through to
the very core of the issues so that perhaps we can
deci de sone principles that would nake it easier to go
t hrough the individual itenms. Do you have a response to
the essence of the argunent that M. Brena has made?

MR. RYAN: Could you sumthat up for ne
agai n, please

JUDGE WALLIS: M. Brena, maybe you can do a
better job of it than | coul d.

MR, BRENA: | actually thought that your
menory was better than what | said at the tine.
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MR. BRENA: | see, | did not.

But yes, this category is intended to explore
their existing debt structure and docunents, although
not perfectly forned. M. Ryan nentioned, for exanple,
there are security interests that we have requested
whi ch were not provided which we found out about in the
techni cal conference. |In fact, several of Staff's
requests, new requests, would have been unnecessary if
many of these requests would have been fully conplied
with, so.

And, for exanple, for a given -- they have,
with Prudential, they have a naster agreenent, a first
anmendnent, a second anendnent. We don't know if they
have a third anmendnent or subsequent anendnents. But
all that was provided was the second anmendnent to the
mast er agreenent regarding Prudential. Wth regard to
security interests, they have represented that they, in
the technical conference, that they have security
interests. Prudential has it, and the Arco revol ving
note has it, and there's sone sort of agreenent, and
Staff has asked for that in new discovery requests. W
asked for that in these discovery requests. They
i ndi cate some sort of, in the Prudential |oan docunents
t hemsel ves, there is an indication that the sharehol ders
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reached some sort of agreenent on sharehol der funded

| oan program and we think that that woul d have been
responsive to this, and so we're conpelling it. And so
we found out about all kinds of things about the

exi sting debt in the technical conference that was not
provi ded in response to our discovery.

JUDGE WALLIS: M. Ryan, speaking in
opposition to production of the information.

MR. RYAN: Right, interimrate case, we have
tried to limt this on the accrued debt. | again don't
know what it is that was suggested or represented at the
techni cal conference

To the extent that responses of these
requests overlap with the requests of Staff, | certainly
don't see any problem In fact, it would help us to
respond to both of themin an equal manner

As far as any general objection to the
general objection, | don't have anything nore to say
ot her than unfortunately wadi ng our way through each and
every one. So I, you know, again, we have responded to
the many requests as best we could under the tine frane,
and if we have supplied an agreenent and gi ven
anmendnents to those, | amassunming that that was done in
good faith and there are no other anmendnents or
agreenents that are responsive.
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But all | can do at this point is listen to
t he concerns and issues. Unfortunately, | don't have a
cl ear operating know edge of ny client's financia
interworkings. A lot of this goes to our consultants,
all of which are unfortunately out of town, so. It
doesn't do us nmuch good, unfortunately, as far as
expediting this.

JUDGE WALLIS: M. Trotter, do you have any
conments or observations?

MR. TROTTER: Just to confirmthat the
conpany did indicate at the technical conference that
there were additional related docunments to the notes,
and we issued a data request Wednesday norning, | guess
early afternoon, to get those.

JUDGE WALLIS: Having listened to the
argunents of the parties, | believe that the existing
debt of the conpany and its attenpts to secure financing
are central to its case on interimrelief, and | believe
that relevant information to that or information that is
likely to | ead to adm ssi bl e docunentation should be
provided. To the extent that that blanket statenent
resolves the issues, perhaps that will expedite our
di scussion of these itens.

M. Brena, would you with that background
pl ease wal k us through the remai ning itens under nunber
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t wo.

MR. BRENA: | wll try, Your Honor. My
categories are not perfectly stated, so, but | think
that that general guidance will help a great deal

Wth regard to Interrogatory Nunber 4, this
goes -- we're trying to figure out, they borrowed $100
MIlion in 2000, and we're trying to figure out where it
went. And on their FERC form they only indicated $12
MIlion in capital inmprovenent, and so we're trying to
test their theory that sonmehow this debt is related to
that. So again, as previously, in Interrogatory Number
4 they have listed out all the 2001 projects. W have
just asked themto break it out with regard to which
ones are required. So | think we have already gone
through this particular one. | have nothing to add to
that. | think that -- | think that you previously ruled
that to the degree that they can identify that that they
shoul d.

And with regard to Interrogatory Nunmber 5 --

JUDGE WALLIS: Excuse ne, is this information
informati on that duplicates another itenf

MR, BRENA: | don't know if it does perfectly
or not, Your Honor. It will take me a mnute to figure
t hat out.

MR, RYAN: You nmay be thinking of, |I'msorry,



00191

this is Patrick, Your Honor.

JUDGE WALLIS: M. Ryan.

MR, RYAN. You nmay be thinking of our
response to Staff's Request Nunber 8.

JUDGE WALLIS: Yes.

MR, RYAN: And the varied capita
expendi tures.

JUDGE WALLIS: Yes.

MR. RYAN: Right?

JUDGE WALLIS: | believe so.
MR. RYAN: | would again be quite happy to
fax this to you, because | think you'll find it very

det ai | ed.

JUDGE WALLIS: My question at this point is
whet her it provides the fundanental information that
Tesoro is seeking in Interrogatory Nunber 4.

MR, BRENA: |t provides a good deal of
information with regard to the capital projects, but it
doesn't identify the reason or support to those. To the
degree that they're related to a particul ar safety
standard or the corrective action order, we have asked
themto identify that. They're under genera
categories. To the degree that they need noney in that
budget to respond to a specific safety standard or the
corrective order, we have asked themto identify it and
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not just put it under a general category, safety.

JUDGE WALLIS: M. Trotter.

MR, TROTTER. Well, they're both right. The
i nformati on provi ded does have line by line, project by
project detail, but it does not indicate whether it's
bei ng done to conply with an action order or sonething
el se. You would have to know what the project is to
respond. So it does have a lot of detail, but it does
not have all the detail in Interrogatory Number 4.

MR. BRENA: And, of course, Your Honor, the
fundamental issue in this case is they have indicated
that there is a risk to safety inprovenents that are
necessary for the 2002 budget, and so we have asked them
in that 2002 budget to identify what safety standards
these projects are related to or the corrective action
order.

MR. RYAN: Any other safety standard, is that
federal, is that state, is that internal?

MR. BRENA: Just identify the safety standard
that's associated with the expenditure, whatever it may
be.

JUDGE WALLIS: Let ne ask that the itenms be
identified as to whether they are to conply with the
Office of Pipeline Safety Corrective Action Order, and
if the information is readily available, whether it is
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required to be done to comply with any other safety
st andard.

MR. BRENA: Thank you, Your Honor

Interrogatory Nunmber 5 |lists the
i ndebt edness, and we request what the nbney was used
for, and that's it. And | have already stated sone of
the lines of reasoning about how the different uses for
it my or may not be permissible to be included in
rates. | have nothing to add to the argument, genera
argunent, that | nade. Where did the noney go?

JUDGE WALLIS: M. Ryan.

MR, RYAN. Sorry, Your Honor, |'m going back
to see how -- what was provided earlier in our response
to Staff's Data Request Nunber 3, or 4, sorry.

JUDGE WALLIS: M. Trotter, do you have a
coment ?

MR. TROTTER: Not at this tinme.

MR. RYAN: Well, again, we answered this the
best we coul d, Your Honor, and noted that the notes are
-- they're not specifically earmarked for any specific
purposes. It would be difficult to go back and recreate
that even if we could, so it seems to ne that we
answered the best we coul d.

JUDGE WALLIS: Very well. On the basis that
this information is the best available to the conpany,
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it appears to be a sufficient response.

MR. BRENA:  Your Honor, this cones up again
with regard to the requests for production where | have
asked for the actual |oan docunents. You don't go
borrow $100 MIlion without an explanation of what it's
for, and so this issue will conme up with regard to ny
request for what docunents supported their request for
t hose funds.

JUDGE WALLIS: Very wel |

MR. BRENA: Interrogatory Nunber 7, we're
trying to understand their existing debt, how the
interest -- why the short maturity date. They borrowed
$100 MIlion fromtheir shareholders with six nonths to
pay it back. Apparently according to the corporate
m nutes they had intended to have a |ong-term financing
package and roll over the short-terminto the Iong-term
There was a di spute anong the sharehol ders apparently,
so we just asked for an explanation. |In effect, they
set up a circunstance that forced theminto default, so
we asked for the reasons why the short maturity date. |

mean who goes out and borrows $100 MIlion in six nonths
when they have no way to pay it back in six nonths. So
we asked for an explanation. It seems to ne to go to

the heart of it. They're going to point out that
they're in technical default, and they had to be in
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technical default. So we're |ooking for reasons, and
they just direct us to sonmebody el se.

MR. TROTTER:  Your Honor, this is Don
Trotter.

JUDGE WALLIS: M. Trotter.

MR. TROTTER: There was sone information
provided in this area at the technical conference, so |
believe there is some information avail able. \Whether
that applies to all notes or not, | don't know.

MR. BRENA: And | could probably argue
Interrogatory Nunber 8 at the sane tine. W asked for
the individual terns that were in default. At the
technical conference, they identified the terns. |
would Iike for themto identify the particular terns of
the notes which are in technical default.

MR. RYAN:. Each of the terns?

MR. BRENA: Yes, which is what happened in
t he technical conference.

JUDGE WALLIS: M. Ryan, do you have anything
at this tinme?

MR, RYAN. Oher than stating the obvious,
which is that these | oans were negotiated instrunents,
and the terns offered and accepted. And I'mnot sure
that at the end of the day we will be able to provide
the detail which is being requested. | have already
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stated that the notes -- it's been requested that the
use of the nmoneys and, you know, the purpose for which
they were secured be identified. And again, those |oans
are not earmarked often for specific purposes, and we
will try our best to identify if that's true, but it's
again like the short maturities and the interest rates,
it's hard to ascertain.

JUDGE WALLIS: Very well. To the
information, to the extent that the conpany can provide
an explanation for the brief maturity rate, the brief
maturity date and the determ nation of the interest
rate, the conmpany should do so. To the extent that it
is able to identify the ternms which are in default of
the loans with Arco and Equil on, the conpany shoul d do
So.

MR, BRENA: Interrogatory Nunmber 25, it asks
of the $9 MIlion in additional interest obligations
which M. Batch identified in his case, please indicate
what anount is due to affiliated conpanies.

JUDGE WALLIS: M. Ryan, apart from your
general objection, do you have any response to this
request ?

MR, RYAN: |'msorry, Judge, on Interrogatory
Nunmber 9?

MR. BRENA: 25.
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MR. RYAN: All right. ©h, where does the $9
MIlion reference come fronf

JUDGE WALLIS: O the $9 MIlion

MR. RYAN: Referenced where?

JUDGE WALLIS: Which, in additional interest
obl i gations, which are -- how nuch is due to affiliated
conpani es.

M. Brena, can you clarify what $9 MIlion
you' re tal king about?

MR. BRENA: It's referred to in their amended
case and in M. Batch's testinony.

MR. TROTTER:  Your Honor, | recall, this is
Don Trotter, | recall an $8 MIlion figure being used.

MR, BRENA: Their petition, page six, the
first line, their amended petition starting on page five
at the bottom it says:

O ynpic has nearly $8 MIlion accrued

with unpaid interest and over $9 MIlion

i n annual interest paynents.

So this is the $9 MIlion. O those $9
MIlion in annual interest paynents, how nuch are
affiliates, how nuch are due to affiliates. That's the
questi on.

JUDGE WALLIS: Very well. As thus clarified,
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M. Ryan, do you think the conmpany wi |l have any
difficulty responding to that?

MR, RYAN. \What are we considering to be
affiliated conpanies?

JUDGE WALLIS: |Is there any question about
t hat ?

MR. RYAN: |Is that not a | egal conclusion?

MR, TROTTER: Your Honor, maybe if M. Brena
could just say Equilon and Arco, that might advance us
al ong here.

MR. BRENA: Yes, it's also defined within our

definitions, but yes, that is who I intend. They have
identified their debt. The only non-affiliated debt
that we're aware of is the -- | don't want to prolong

this. What Don said is right.

JUDGE WALLIS: Very well

MR. RYAN: Yeah, that conports with our
under st andi ng that we have assuned in the responses, so
okay.

JUDGE WALLIS: Very wel |

MR, BRENA: Interrogatory Nunber 30, | think
we have already covered this, the capital inprovenents
by date, so |I'mgoing to just nobve past it.

JUDGE WALLI'S: Thank you.

MR. BRENA: Number 31, we asked themto
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explain, they claimto have borrowed $72 MIlion from

t heir sharehol ders in 2000, but their FERC Form 6 only
shows capital expenditures of $12 MIlion. So we asked
themto reconcile those nunbers, which neans, you know,
this goes again back to trying to identify what the
noney was spent on. And | think that Your Honor has

al ready asked themto do that to the degree that it's
possible. | have nothing to add in argunent to this
one.

JUDGE WALLIS: M. Ryan, do you have a
response?

MR. RYAN: \Were have we clainmed to have
borrowed $72 MIlion from sharehol ders?

MR. BRENA: That is M. Batch's exhibit on
hi s suppl enmental testinony on page three where you list,
if you add up the nunbers for the year 2000, they add up
to $72 MIlion. And to the degree that our math was
off, it's the nunbers indicated that were borrowed on
M. Batch's chart in the year 2000.

MR. RYAN: Well, I'mnot sure that borrow ng
$72 MIlion fromits shareholders is either a correct or
i ncorrect characterization.

JUDGE WALLIS: M. Ryan, it does strike ne
that the question is a fair one, and that the
reconciliation between the exhibit and the FERC Form 6
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should be a relatively easy matter for the conpany to
do, and therefore I will ask the conpany to provide that
i nformati on.

MR, BRENA: Interrogatory Number 34, the
capital expenditures, | believe that we have already
covered that. | have nothing nore to add. | believe
that Your Honor has asked that to the degree that they
have responded to Staff and then to break out the
What com and the corrective action order to the degree
possible, and I have nothing to add. [It's ny
understanding that situation is already resol ved.

JUDGE WALLIS: Very well

MR. BRENA: The sane with Interrogatory
Number 35.

JUDGE WALLI'S:  Yes.

MR, BRENA: Request for Production Nunmber 3,
this is our request for production where we not only
asked for copies of the notes, but also the related
security instruments. W have already had this
conversation. | believe that Your Honor has ordered
that any related security agreements which were not
previously identified should be provided.

JUDGE WALLIS: | believe that this has been
covered el sewhere.

MR, BRENA: Request for Production Number 13.
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JUDGE WALLIS: | believe that we have dealt
with that.

MR. BRENA: That is the mnutes issue, and we
covered that, and |'m done with nunber two.

JUDGE WALLIS: Very well

MR, BRENA: Would you like for me to continue
or give your reporter a break?

JUDGE WALLIS: Let's be off the record for a
nonment .

(Di scussion off the record.)

JUDGE WALLIS: Let's take up with nunber
three, and, M. Brena, if you could make a very bri ef
i ntroductory statenent on this itemas you did on nunber
two summari zi ng your opening argunents, that would be
hel pful at this juncture.

MR, BRENA: Certainly. As | understand their
case, it's that there is arisk to Arco funding the line
of credit under the revolving line of credit for the
2002 capital expenses necessary for safety. So as |
understand their petition, there is a risk to that
unless this interimrelief is granted. These questions
are intended to explore any -- are intended to explore
that risk.

JUDGE WALLIS: M. Ryan, do you have a
response to that statenment as to why infornation
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pursui ng that goal would be inappropriate for a response
to a data request?
MR. RYAN: No, Your Honor.

JUDGE WALLIS: Very well, | believe that --
MR. RYAN: As a general matter.
JUDGE WALLIS: Yes. | believe as a genera

matter that the information sought under that
description appears to be relevant and the requests
appropriate. Now whether there are el enents of any

i ndi vi dual request which call for an exception, we wll
have to address individually.

MR, BRENA: Wuld you like ne to continue,
Your Honor?

JUDGE WALLIS: Pl ease do.

MR, BRENA: Request for Adm ssion Nunber 11,
we have asked for an adm ssion that BP will advance the
necessary funds for themto nake the capita
i nprovenents necessary to safely operate the pipeline.
We believe that in this case, BP being, whoever their
| endi ng source is, which we subsequently found out would
be Arco under the revolving line of credit, and so we
would Iike to know if the sharehol ders have indicated
that willingness.

And one observation, you know, a 2002 budget,
it's our understanding that it's been tentatively
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approved in the October board neeting. Any
representation that BP may have nade with regard to that
budget that they're willing or unwilling to, you know,
this just goes to that, as do a couple of others.

JUDGE WALLIS: How do you respond to the
concern about vagueness?

MR, BRENA: Well, if BP has made any
i ndi cati on whatsoever with regard to whether it will or
will not fund this in fact, | want to know what it is,

so | asked requests for adm ssions on both sides, that

t hey have indicated that they will and that they have

i ndicated that they won't. And when | get into requests
for production, | nean they are saying there is a risk
that BP won't do this. Wat we asked in the neeting is,
in the technical conference is, have you asked them and
what they said is no, they haven't even asked them

Well, they have approved a budget to spend noney for
2002 and haven't even asked their internal source of
fundi ng under the revolving line of credit for which $20
MIllion is avail able whether or not it would be funded.
So I"mjust trying to -- | mean these go to that.

asked in the neeting whether or not there is any

i ndication, any letter fromArco that they will fund it
or that they won't fund it. M understanding is that

A ynpi c Pipeline has not asked, has not taken any
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efforts to determ ne whether or not it will actually be
funded, and those are the kinds of things |I'm Il ooking
for.

JUDGE WALLIS: May we, because request for
adm ssion is not sonmething that the Comm ssion
customarily deals with under its data requests, could we
treat this itemnore as a data request and state that it
asks O ynpic to provide any docunentation relating to
whet her BP has indicated willingness?

MR. BRENA: And | think it would be Arco the
way that this is playing out, but under their
sharehol der internal financing program

JUDGE WALLIS: BP or Arco?

MR, BRENA: Yes, Your Honor.

JUDGE WALLIS: As thus revised, does the
conpany have a conti nuing objection?

MR. RYAN: No, other than it's nore than
semantics, the difference between BP and Arco. BPis a

gl obal concern, as is Arco, but it's -- what | hear is
that the request is limted to Arco. |'mnot hiding
anything, I'mjust for purposes of trying to get ny arnms
around this one.

MR, BRENA: Well, let nme say --

JUDGE WALLIS: M. Brena, is that correct?
MR. BRENA: Well, they have represented that
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there is a risk that they may not be able to fund the
2002 budget. \Vhat | want to know --

MR, RYAN. \Who is they?

MR, BRENA: -- any docunments that indicate
the likelihood or dislikelihood of internal funding of
that capital budget?

MR, RYAN:. Internal to Oynpic, BP, Arco
shar ehol ders?

MR. BRENA: That woul d be under the -- under
A ynmpic's financing, internal financing program the
only funding that is possible is sharehol der funding.
That's a termof the Prudential agreement. So |I don't
think this is difficult to answer. The question is, are
t he sharehol ders going to put up the noney and stand
behind O ynpic so they can make whatever safety
i mprovenents they need.

JUDGE WALLIS: And whether there are any
docunents to support that indication?

MR. BRENA: Right, absolutely. And I think
Your Honor's way of approaching this is |ooking for

docunents. | was just |ooking for an adni ssion which
just said that they have indicated or they haven't
i ndicated. Then later | asked for the documents. |'m

happy to just focus on the docunent.
JUDGE WALLIS: Very well, let's do that.
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1 \What request for production contains that request?

2 MR. RYAN: Your Honor, may | ask just a

3 general housekeepi ng question?

4 JUDGE WALLIS: Sure.

5 MR. RYAN: Is it your intent to issue an

6 order which captures what we have di scussed here today
7 so we're all on the sane page?

8 JUDGE WALLIS: Because of the time frane

9 involved, it has not been ny intention to enter an

10 order, but to rely on the oral rulings that have been
11 made during the course of the afternoon

12 Let's go off the record for a nonment.

13 (Di scussion off the record.)

14 MR. BRENA: Wbuld Your Honor like me to

15 proceed as quickly as possible?

16 JUDGE WALLI'S: Yes, please do.

17 MR. BRENA: | believe that 11 has been rul ed
18 on as a request for production

19 12, | believe Request 12, | think that we

20 have already addressed that as well. You have indicated

21 that they are going to try to break out the funds

22 necessary to conply with the corrective order

23 Request for Adm ssion Nunber 16.

24 JUDGE WALLIS: On this one, M. Brena, you
25 have asked for docunmentation indicating an intention
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related to this.

MR. BRENA: Yes, sir, and that will be
sufficient.

JUDGE WALLIS: Very well

MR. BRENA: Nunmber 17, | believe that -- |
believe that Your Honor's rulings are sufficient for 17
as wel | .

MR. RYAN: Excuse ne, what was the outconme of
167

MR. BRENA: That we have already addressed it
i n other places.

MR, RYAN. Ckay.

MR. BRENA: And that by the other places,
it's nmy understanding that the Judge has required that
-- you to indicate which of the capital inprovenents are
associated with --

MR. RYAN: Right.

MR. BRENA: -- any safety standards as wel
as the docunents indicating a willingness or
unwi | i ngness to fund safety related inprovenents by the

shar ehol ders.

That takes ne through ny requests for
adni ssi on.

The interrogatories starting at Nunmber 10,
have requested all steps A ynpic has taken to acquire
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funds to meke the capital inprovenents and ask for to
indicate all steps taken to acquire funds from both

affiliated and unaffiliated sources. |It's ny
under st andi ng generally that they haven't taken any
steps at all. But whatever the answer is, | would like
an answer.

JUDGE WALLIS: M. Ryan. Do you have a
response to the request?

Has it already been covered in the response
to the Staff's Data Request Number 17?

MR. BRENA: [|'m sorry, Your Honor, | don't
have Staff's new data request in front of ne.

JUDGE WALLIS: Ms. Watson, do the know the
answer to that?

M5. WATSON: | have the -- this is Lisa
Wat son for Staff. | have the copy of the --

MR. RYAN: Judge, is this the Staff --

JUDGE WALLI'S: Excuse me, M. Ryan.

Ms. Watson, could you speak up a bit, please

MS. WATSON: I'msorry. | have a copy of
Aynpic's response to the Staff DR s, and Nunber 1
sinmply says that there's an attachnment, a copy of
Tesoro's discovery requests, so |I'mnot sure if that's
responsi ve.

JUDGE WALLIS: Response to Request for
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Admi ssi on Nunmber 13, which nerely states an objection.
However, it goes on to say:

Wt hout waiving this objection, Aynpic

has not made a fornmal |oan application

to entities, but from conversations,

experience, and know edge of the

i ndustry believes that the | oan

application would be futile.

MR. BRENA: And this goes to all steps,
whet her a | oan application or sonething short of that, a
letter, anything, not only from external sources, but
al so frominternal sources.

JUDGE WALLIS: So the question is, describe
any steps O ynpic has taken other than those nentioned
in the response to Request for Admi ssion Number 13; is
that correct?

MR. BRENA:  Yes.

JUDGE WALLIS: Very well. To the extent that
t he conpany has taken any steps, the conpany shoul d
supply that information.

MR, BRENA: Interrogatory Nunber 11, ['m
| ooking for a description of the authorization and
budgeti ng process whereby sharehol ders fund t hese | oans.
The response goes to the way that QO ynpic approves
funds. What |I'mtrying to understand, they're saying
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there's a risk that their sharehol ders may not put up
the noney without this interimrelief. I'mtrying to
under stand what the process is for their shareholders to
do it, and I'mtrying to get a description of that so
can understand where in this process they should be. It
strikes ne that this hearing is in January, and we're
tal ki ng about a capital budget for 2002, typically these
things are budgeted six months to a year in advance.
I"mjust trying to understand the process, how does
A ynpic get nmoney fromits sharehol ders.

JUDGE WALLIS: M. Ryan.

MR, RYAN. Well, again, what we answered
there was it's the board of directors, not the
shar ehol ders, that approve these requests. So, |I'm
sorry, what is he asking that we have not responded to?

MR, BRENA: Okay, O ynpic's board of
directors do not approve |loans fromthe shareholders to
A ynpic. The sharehol ders approve those | oans. Under
the revolving line of credit, it would be Arco that
woul d approve that.

MR, RYAN. Ckay.

MR, BRENA: So the response is -- misses the
questi on.

JUDGE WALLIS: M. Trotter, do you have any
conments on that?
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MR. TROTTER: No.

MR. RYAN: Well, if | understand what you're
| ooking for, you want a response to your request to
descri be the process by which sharehol ders approve their
| oans, if any, to O ynpic.

MR, BRENA: Yeah, | nean if | go to the bank,
I nmake a | oan application, and then they process it in a
certain way, and then they give ne the noney or they
don't. |I'masking for what that process is for Oynpic
to get money fromits sharehol ders.

JUDGE WALLIS: It strikes me that a
description of the authorization and budgeti ng process
need not be lengthy or unduly detailed, that it should
be a matter well known to Oynpic, and that a response
woul d be appropriate.

MR. RYAN:. Very good.

MR. BRENA: Interrogatory Nunber 12, | asked
for Oympic to explain where in the process it is.

JUDGE WALLIS: Could you for nme, M. Brena,
define what process you're referring to.

MR. BRENA: The process of acquiring interna
funding fromits shareholders. So if the process for
getting a loan from a shareholder is as O ynpic nakes a
request and it's approved by the sharehol der group or
panel, and then the funds are released in a certain
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fashi on, whatever it is, where is AQynpic in that
process. And perhaps this goes back, this would al so be
answered if they identified all efforts they have taken
for internal financing. This would just put it within
the context of the process.

JUDGE WALLIS: M. Ryan.

MR. RYAN: [|I'msorry, again, | don't know,
apparently we m ssed the boat on this one, so we wll
try to respond to what M. Brena is asking for there.

JUDGE WALLIS: M. Trotter?

MR, TROTTER: No comment.

JUDGE WALLIS: Very well. | will note this,
that the conpany has agreed to provide an additiona
response.

MR, BRENA: W th regard to 13 and 14, explain
whet her the sharehol ders have refused, | believe that --
and 14, well, the first -- 13 is refused to provide
capital funds necessary for themto safely operate their
i ne and whet her the sharehol ders have refused to
provi de capital necessary for themto conply with the

pi peline safety action letter, | believe that Your
Honor's ruling asking for any objective indication by
the sharehol ders that their wllingness or
non-w | I i ngness to fund O ynpic woul d probably enconpass
13 and 14.
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JUDGE WALLIS: Very well, so we will note
t hese as covered el sewhere.

MR, BRENA: Interrogatory Nunber 16 -- just
one point of procedure, if | say sonething |like that and
sonmebody di sagrees that we haven't covered it sonmewhere
el se, please say so, because |'mjust trying to speed
this process up, but that's information | really need.

Interrogatory Nunmber 16, | asked for an
expl anation as to why the sharehol ders chose to fund
this conmpany with debt rather than equity.

JUDGE WALLIS: M. Ryan, you have responded.

M. Brena, do you not feel that the response
i s adequat e?

MR, BRENA: | do not feel that the response
i s adequate. The response indicates that it's -- it was
Equi |l on' s phil osophy for external financing, but what
they have done is $100 MIlion of internal financing.
So they're explaining that they have a policy or a
phi |l osophy that hasn't changed a policy for externa
fundi ng, when, in fact, they have chosen to internally
fund this, both based on the docunents and based on
their actions. So |'masking for -- and then there's
two ways to internally fund, with equity or debt. And
so |I'm asking for that decision, what was behind that
decision to fund with debt rather than equity once they
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chose to internally fund. Their answer only goes to

external financing. It doesn't go to ny question.

MR, RYAN. Well, Your Honor, | guess what |
could agree to is to get the conpany -- to ask the
conpany to describe their decision, but how can they
speak on behal f of the shareholders. | nmean | don't --

JUDGE WALLIS: I'ma little bit concerned

here that this is not a matter that is necessarily easy
of explanation and that its relevance may be a little
bit nmore tenuous than other questions, and | will accept

M. Ryan's representation that the conmpany will neke its
best efforts to inquire and then will supply any
response, and | believe that will deal with this item

MR. BRENA: Fine, Your Honor, and perhaps it
may be hel pful, the finance comrittee raised these
i ssues according to the m nutes of the board neeting,
and apparently Equilon raised sonme tax questions in
deci di ng whether to fund with equity or debt, so there
has been di scussion on the O ynpic board and the finance
committee that, the financial structuring committee,
that went to these issues.

MR. RYAN:. Wthin the context of those
di scussions, again, we're at litigation with Equilon, so
| appreciate the reasonable tag onto the inquiry there.

MR, BRENA: So | suppose |'m back to the
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m nutes where | have specifically requested any reports
or docunents associated with the finance conmttee's
wor Ki ngs.

JUDGE WALLIS: Very well, we have noted that
request.

MR, BRENA: Interrogatory Nunber 17, | asked
for future plans for external funding, and they said
that it's speculative to discuss it. Either they have
them or they don't have them |If they have them |
would I'ike to know what they are. |If they don't have
them | would |ike themto say so.

JUDGE WALLIS: M. Ryan, is that
unr easonabl e?

MR. RYAN: Is this not information that's
detailed already in FERC Form 67

MR, BRENA: Future plans for financing are
not detailed in FERC Form 6, no.

MR. RYAN: |I'msorry, Your Honor, perhaps |
need a break quicker than your --

JUDGE WALLIS: Are we getting close to
resolving this category?

MR. RYAN: Your Honor, | just wanted to
clarify, we're on 187
JUDGE WALLIS: | believe there are only two

nmore itemns.
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MR. BRENA: My comments were on 17, M. Ryan,
and there are two nore on this, and then there are three
nmore on the request for production, and I think that

they will all go along simlar principles.
MR, RYAN: Well, okay, well, let's talk about
17 then. | don't -- we put sone kind of cap on future

plans. Again, this is an interimrate case, the
Commi ssion is not to look to long-termforecasts. This
seens pretty open ended and |I'mnot sure really goes --
again, this is discovery that's nore properly suited
woul d argue to the general filing comng up

MR, BRENA: That's not an objection which was
raised to this request, and they're saying they can't
get external financing, and I'"'mjust trying to explore
what their plans are in that regard.

MR. RYAN: Well, | can't cite the nunber of
ti mes discussions in the technical conference has been
cited as a basis for your objection, so | think a little
latitude on this would be -- respectfully, | would
request a little latitude on this.

JUDGE WALLIS: M. Trotter, do you have a
coment ?

MR, TROTTER: Well, | think the capita
structure ratio objectives -- well, first of all, |
think the dividend payout policy has been responded to.



00217

They said there is none. The capital structure ratio
obj ectives does seemto be nore of a longer term
request. But the future plans for external financing
does seemto go to the thrust of the interimcase, and
there was some di scussion about that at the technica
conference. | assune that whatever information is
avail abl e can be provided.

JUDGE WALLIS: Very well, the future plans
for external financing, if any, should be provided. The
capital structure ratio objectives and rel ated
information can wait until the general case if it is
pertinent then.

MR, BRENA: Nunber 18, and perhaps | could
just ask, M. Ryan, when you said obtainable in a form
nore conveni ent, would you pl ease identify?

MR. RYAN: | believe | was referring to FERC
Form 6.

MR. BRENA: COkay. There is a lag of a year
Have there been any --

MR. RYAN: No, not to ny know edge.

MR, BRENA: No equity contributed then, okay.
| have nothing further on 18, Your Honor

JUDGE WALLIS: Very well

MR, BRENA: And 19 goes to dividends, and the
representation is from 1998 no di vi dends have been paid,
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and | was asking since 1990. | believe that the
di vidends are on the FERC Form 6 too, M. Ryan; is that
your recollection?

MR. RYAN. As far as | know

JUDGE WALLIS: So --

MR. BRENA: Based on that, if | need to redo

this, I will, Your Honor.

JUDGE WALLIS: Very well

MR. BRENA: 41, well, | guess just | ooking
for sonme definitions here, | believe that and if you're
willing to represent that by external sources you nean

not internal financing with affiliates, then that
answers A. Do you represent that, M. Ryan?

MR. RYAN: | represent it to the extent that
I will verify it.

MR, BRENA: Okay.

JUDGE WALLIS: Very well

MR. BRENA: Wth regard to internal sources,
I would Iike some sense for what the potential interna
sources of financing are. There is the Arco revolving
l[ine of credit, $30 MIlion line of credit with only $10

MIlion used. But | guess if there's anything nore than
that, | would like, the possibility for anybody el se
funding, | guess | would like to know about it.

JUDGE WALLIS: M. Brena, potential seens
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potentially tenuous. Can you tie that down any nore
than stated in the question?

MR, BRENA: Well, | don't nmean every
financing source. |'msorry, by internal source, it's
restricted to affiliates. |'mjust wondering what the
di fferent sources for funding a pipeline within the BP
famly of conpanies is. | nmean Arco is funding it now
Are there other usual or typical sources for funding
pi pelines that are owned ultimtely by BP. | nean
they're using Arco to fund this one. 1s BP Pipelines,
do they have a funding program does BP Production have
a funding program | don't know that. So |I don't nean
to just say every possibility. | nmean to restrict it to
affiliate internal funding and just to know what funding
sources are typically available, would typically be
available to A ynpic.

JUDGE WALLIS: M. Ryan, is this |limted,
does this request sound |ike something that the conpany
woul d be able to provide?

MR. RYAN: Well, | could ask themif there
are pipeline funding sources within the BP fam |y that
are, you know, are reasonably or likely to advance
noneys or are available for that. But again, BP, it's
probl emati ¢ when we open up the doors beyond what is
current. And we're only again |looking to the next what,
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four to six nonths here. So | understand, well, [|'m
just saying that it's not as cut and dried as a | oca
corporation here. | nmean it's different in that regard

than Tesoro is.

JUDGE WALLIS: M. Trotter, do you have any
observati ons?

MR. TROTTER: No

JUDGE WALLIS: I'ma little bit concerned
here about the bal ance between reasonably avail abl e and
reasonably rel evant or calcul ated to provide rel evant
i nformati on resources, but because the conpany's
contention is that it does not have access or may not
have access to funding, | think that the answer to this
request as described by M. Brena does seemto bear on
the interimand would ask the conmpany to conply and
under C provi de docunments of which M. Batch of the
conpany is aware to support the response.

MR, BRENA: Request for Production Number 4.
Request for Production Nunmber 4, what |'m | ooking for
what the docunents are that supported the |oan request.
I would Iike to | ook at the docunents. | assune that
there's sone sort of budget or budget shortfall analysis
or capital projects list, or there's got to be sonething
in there that explains why the funds are needed and in
what anount the funds are needed. You don't go borrow
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$100 MIlion without a pretty detailed expl anati on of
what you need it for, not to nention that some of these
are external I|enders.

So what |'masking for here, and | realize
this could be -- this could be nore burdensone, but what
I'"masking for is, you know, typically a request for
authorization for expenditure and within these fanilies
of conpanies, and typically an AFE, authorization for
expenditure, details the amounts necessary and the
purposes for it. And | have to believe that before Arco
rel eases $100 MIlion that there is sonme piece of paper
that is in the formof an AFE, authorization for
expenditure, that formally goes from dynpic to them and
expl ains their need or purposes for these funds. Those
are the docunents, that, you know, those individua
docunents, and there nmay only be nine of them but
that's what I'm |l ooking for. They're generally not
extensive docunents, but they generally contain an
expl anation and proposed use for those funds.

JUDGE WALLIS: M. Ryan.

MR, RYAN. Well, again, we're reaching back
into the Equilon days.

JUDGE WALLIS: And the general observations
with regard to Equilon would apply as to those el enents.

MR, RYAN: Ckay. And then the provide
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accounting detail by project, nonth, and anount.

MR. BRENA: |'mafraid we're not on the sanme
one.

MR RYAN. |I'msorry, are we not on 107

MR. BRENA: We're on Request for Production
Nunber 4.

MR, RYAN. W're still on 4?

MR. BRENA: | think so.

JUDGE WALLIS: Yes.

MR. RYAN: Well, again, any authorization of
expenditure, request for funds, capital --

MR, BRENA: | would nodify ny request as |
i ndicated verbally. 1t's the request is stated nore
broadly than what I'mlooking for, and | tried to state
it as clearly and specifically as | could what |'m
| ooking for. |'m happy after M. Ryan checks with the
client and finds out how those | oans were supported, |'m
happy to discuss with himspecifically what | need.

MR. RYAN: | can agree.

JUDGE WALLIS: Very wel |

MR, BRENA: Nunber 10, Request for Production
Nunmber 10, these are the -- these are the AFE's. |I'm
after the AFE's here. They're specific docunents.
They're al ways used before funds are expended with
regard to capital projects. And | would note that it's



00223

just for the last two years.

JUDGE WALLIS: Two years or three?

MR, BRENA: January 1998, |'m sorry, that
woul d be three. | may need a break too soon.

JUDGE WALLIS: Is the accounting det ai
information that's already been provided?

MR. BRENA: Yes, the second sentence in it |
believe we have al ready addressed adequately.

JUDGE WALLIS: Very well. So to the extent
that there are any docunents called AFE s or
aut horizations for expenditure, the company is asked to
supply them

MR. RYAN: To the extent that O ynpic has
themin their files obviously.

JUDGE WALLIS: Is this likely to be a huge
nunber of docunents?

MR. BRENA: There woul d be one for each
capital project. There's probably 30 of them

JUDGE WALLIS: Is that consistent with the
response to --

MR. RYAN: No, sir.

JUDGE WALLIS: -- Staff Request Nunber 87

MR. RYAN: No.

MR. BRENA: They don't have an AFE for each
valve. They have an AFE to replace all the valves. So
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the AFE's are nore broadly stated.

MR. RYAN. | believe, give ne a mnute,
beli eve that the conprehensive |ist of projects that
were subnmitted are not individual valves, they're
proj ects, so.

MR. TROTTER:  Your Honor, this is Don
Trotter. | don't know what an AFE is. | do know that
there were many, many line itens for capital projects.
M. Brena may be correct that there's only 30 of these
AFE's. | just don't know, so it's hard for me to assess
bur don.

JUDGE WALLIS: M. Brena, could you outline
the purpose for which you're asking for these docunents.

MR. BRENA: It allows nme to trace the funds
and purpose potentially for their capital expenditures
and to identify the ones that are rel ated, based on
i nternal docunents, the ones that are related to
extraordinary events and the ones that are recurring and
the ones that are relating to the order. So rather than
just a description, it allows nme to | ook at the
docunents as well as any benefits.

For exanpl e, an AFE explanation for what the
benefits are for funds, one, | would expect in an AFE if
there are other advantages other than safety. For
exanple, we anticipate as a result of this project to
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i ncrease throughput 5% that would be stated in the AFE.
That's the engineers have | ooked at it, and it's a
request by the group for funding of a specific capita
project that contains the justification for the project.
And it may just say conpliance with the corrective
action order. There's a |lot of very useful infornmation
relevant to this case in those AFE' s.

JUDGE WALLI'S: Any other coments?

MR. RYAN: Other than just a quick glance
tells me there nmust be 300 capital projects there.

JUDGE WALLIS: | am concerned about the
potential burdon of this and the use in |ight of the
ot her information that has been requested. It strikes

me that this does overlap with some other requests, and
on that basis, my reaction would be not to require
conpl i ance.

MR. BRENA: Your Honor, if I may, would -- if
| limted the request for AFE's only to the capita
projects for 2002 which are in dispute in this case,
woul d that be hel pful ?

MR. RYAN: Well, but those -- | don't believe
-- we haven't gotten the funding for those yet, so
don't know if those even exist.

MR, BRENA: |f it doesn't exist, it's easy to
conply with. M understanding is the board authorized
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the capital budget tentatively. The process of
aut horizing that budget is to review an AFE and to
approve it or disapprove it.

MR. RYAN: Your Honor, again, the response to
the Staff's Request Nunber 8 details all of these
capital expenditures, capital projects.

JUDGE WALLIS: Well, again, based on what |
understand to be the case and the purpose and use and
the nature of the other documentation, | aminclined not
to grant this request.

MR. BRENA: Thank you, Your Honor

JUDGE WALLIS: Have we addressed Nunber 137

MR. BRENA: Yes, we have, and | think we have
al ready addressed 13, so | think we're to the point of
t he break.

JUDGE WALLIS: Very well, | noticed that
there's one or two famliar nunbers in the remaining
items, so --

MR. RYAN.: And | will try to take that break
to see if I can speed the process up from here.

JUDGE WALLIS: Terrific.

Well, let's be in recess until 10 mnutes to
6: 00.

(Brief recess.)

JUDGE WALLIS: Let's be back on the record,
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pl ease, after a brief recess. | want to acknow edge the
substitution for M. Finklea of another person in his
law firm Would you introduce yourself for the record.

MR, STOKES: Yes, ny nane is Chad Stokes with
Energy Advocates on behal f of Tosco.

JUDGE WALLIS: Very well, and we acknow edge
your presence in this discussion.

MR. STOKES: Thank you.

JUDGE WALLIS: Is there anything else of a
prelimnary nature before we proceed?

M. Brena, you were going to reconnoiter the
remai ning itens, and you m ght be able to tell us
briefly where we stand with themat this juncture.

MR, BRENA: Well, | went fromeight to one.

JUDGE WALLI'S: Excellent, pretty good odds.
Let's see which one you saved for us.

MR, BRENA: Request for Adm ssion Nunber 14.

JUDGE WALLIS: Very wel |

MR. BRENA: And in Request for Adm ssion

Nunber 14, | asked for an adm ssion that O ynpic has not
taken a position with regard to refundability. [I'm
entitled to admi ssion or denial. A reference to a
transcript is neither an adm ssion or denial. The

request for admi ssion beconmes the position of the party
for purposes, so |'masking themto adnmit that they
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haven't taken a position on it. And |I'mdoing that
because their position has shifted so nuch on this issue
that I'"mjust trying to tie down where we're at.

JUDGE WALLIS: Can you explain to nme why
their response is not sufficient for your purposes?

MR. BRENA: Because the, well, because first
of all, it doesn't admit or deny the request for
adni ssi on.

JUDGE WALLIS: But it does, does it not,
identify the response to that very question when raised
at the prehearing conference?

MR, BRENA: Well, which prehearing
conference? The npbst recent one? In the nost recent
one --

JUDGE WALLIS: Excuse ne, let's get a
response to that.

M. Ryan.

MR. RYAN: | believe it's the 21st, yes.
Perhaps the way to expedite resolution of this is for nme
to go back and pull whatever statenments were nmade
presumably by M. Marshall and to respond in that way
with a specific cite. | have just received a citable
copy of that transcript, so perhaps that would be a way
to do this.

JUDGE WALLIS: M. Brena, would that serve
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your purposes?
MR. BRENA: It would not, Your Honor, and the

reason why | put this in is because |I sat -- the nost
recent conference | sat through, and | heard
M. Marshall state his position. | believe it was that

he was | eaving the refundability issue to the

Conmmi ssion, but his position seened to vary through the
prehearing conference and certainly varied fromthe
prehearing conference before then where they canme in
with a proposal that was refundable and testinmony from
M. Batch that indicated that it would be refundable.

And so |, you know, I"'mentitled to -- I"'mentitled to a
direct, clear answer to whether they have taken a
position on it. They can admt it or deny it. |If they

admt it, that's fine. |If they deny it, then just a
statement of what their position is.

JUDGE WALLIS: Well, let me explore this just
alittle bit. Are you asking whether they have ever
taken a position or what their -- whether they currently
have a position?

MR, BRENA: |'m asking for their current
position on refundability.

JUDGE WALLIS: Okay. And if the conpany
responds with a statenent, whether or not drawn fromthe
transcri pt, would that serve your purposes?
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MR. BRENA: Yes, if it's a clear statenent.
The problemthat | have is the anbiguity in the various
statenents that were made within the prehearing
conference as well as the inconsistency between that and

the prior prehearing conference. | want to know what
their position is on refundability.
JUDGE WALLIS: Well, | amgoing to rely on

M. Ryan's representation that they will supply a
response to this request.

Is that correct, M. Ryan?

MR. RYAN: Yes.

JUDGE WALLIS: Very well

MR, RYAN: CQur position has been consistent
that it's within the discretion of the Commi ssion to
grant that or not.

JUDGE WALLIS: Okay. We will then | ook
forward to, actually | won't look forward to it, but I'm
sure the other parties will | ook forward to receiving a
brief statement of that response.

MR. BRENA:  Your Honor, if | may just extend
this for one nore mnute, | understand that the
discretion is within the authority of the Comm ssion
I'"'mnot asking for their position with regard to the
scope of the Commission's authority. |'m asking for
their position on refundability, if they're taking a
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position. Those are quite different things.

JUDGE WALLIS: | understood the nature of
your request. Did M. Ryan?

MR. RYAN: | believe so, but | also cite to
the petition. | believe it's our statenents are in
there, our anended petition.

JUDGE WALLIS: Very well, if you then wll,

as you have indicated you woul d, provide a response, not
directly to me or to the Conmmi ssion, that states your

position, | believe that will respond to this request
for adm ssion.
MR, RYAN. Thank you, | will look for it

within the prehearing conference transcript, and if it's
not there since | didn't attend it and haven't had the
chance to fully reviewit, then | will certainly
respond.

JUDGE WALLIS: Very well

M. Brena, do you have anything further?

MR. BRENA: | do not.

JUDGE WALLIS: | would like to talk for just
a mnute about the schedule for responses. | know that
there is a considerable volume, if not considerable, at
| east a recogni zable volume here. | have asked for an
expedited transcript on a daily basis, and I will ask

the court reporter to have the firmsend the transcript
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via electronic mail to the parties when it is available
so that you will have it in the formof a conmputer file
and that the reporting firmuse its usual distribution
process for the paper copies.

Woul d that be sufficient for everyone?

MR, BRENA: |f | could just ask the court
reporter --

JUDGE WALLIS: Let's be off the record for
just a mnute.

(Di scussion off the record.)

JUDGE WALLIS: Let's be back on the record
following an adm ni strative di scussi on about
distribution. The delivery of the transcript via

electronic mail will take place as soon as it is
available. |If there is a problemwith M. Brena's
ability to receive electronic mail, |I'mgoing to ask him

to call the reporter's office with that information. Do
you have their nunber?

MR. BRENA: | do not. May | have it?

JUDGE WALLIS: | will provide that to you
i mredi ately followi ng this conference.

And | would also ask that, M. Ryan, to the
extent that your notes are sufficient that you not wait
for the transcript and that you begin responses,
organi zing for responses as soon as you can.
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I urge the conpany to, despite the chall enges
that it faces with staffing and resources, to do the
best job that it can in providing the informtion and
response and maybe even a better job than it expected it
could so that the schedule of this docket is not unduly
del ayed. We tal ked earlier about the scheduling
chal I enges that the Conmission faces, and it is very
i mportant that we carry this to a conclusion within the
time frames that we have identified, because the
Commi ssion is very anxious to respond to the conpany's
request. The conpany has stated it has an enmergency.
The Commi ssion feels an obligation to take that request
seriously and to respond as soon as it can.

MR. RYAN: And, Your Honor, if | may just
say, the conpany is very appreciative of Staff's tine
and Commi ssion's and yourself. W're fully aware of the
case | oad confronting you these days, certainly sone
high profile activity out there, so we will certainly do
our best. | amnot conplaining, just was bringing it to
Your Honor's attention.

JUDGE WALLI'S: Yes, we understand.

| hate to raise this at this juncture, but
t he conpany has sone objections to Tesoro's responses
and tal ked earlier about requesting direction to conpel
responses on those itens as well
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Is that sonething, M. Ryan, that you wish to
pursue at this tine?

MR, RYAN: Yes, Your Honor.

JUDGE WALLIS: Very well, would you pl ease
proceed.

MR, RYAN: Sure. As | outlined earlier in ny
E-mail, we believe that the scope of discovery we have
requested is proper, particularly to what has been
brought to our attention as substantial inpacts to the
conpany, certainly deduced that from a nunber of
sources, including prior statements and responses. And
believe it -- that those assessments as far as adverse
i mpacts to the possibility of a $5 Billion corporation
is overstated, so we're asking limted discovery. W
have submitted very few, and Tesoro has deni ed those,
whi ch we are asking Your Honor to conpel responses and
requests to, particularly data, requests for Data Nunber
4 through 6 and Admissions 1 through 3 and 5. It
clearly goes towards the financial capabilities of the
conmpany, the possibility and the inpact that this
i ncrease woul d have.

JUDGE WALLIS: Thank you, M. Ryan.

M. Brena, do you wish to rephrase briefly
your earlier response?

MR. BRENA: The financial inpact to Tesoro we
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specifically quantified. W have included the sheets.
I have waived the attorney work product privilege to do
it. They are attached.

We have not made any representation and there
is no issue of substance whatsoever to the average
retail price of gasoline that goes to our relations with
our custoners at all. This proceeding concerns adjusted
reasonable rates from A ynpic to Tesoro West Coast and
does not concern our pricing systemor cost in any way
at all, and there's been no representati on other than
t hat .

And to the degree that they are referring to
comments that | may have nmde, let nme be as clear as |
can, that the inpact that | refer to is the inpact of

Tesoro West Coast Conpany in the increased rate. | have
not alleged that Tesoro can't pay the rate. | haven't
al l eged hardship. | have just alleged that it's

mllions of dollars to us. So to ask discovery that's
conpletely irrelevant to the issues not only in the
interimrate but even to the general rate case, to ask
for discovery with regard to our relations or our costs
or our pricing systens is conpletely unnecessary and not
hel pful .

And to the degree that the conpany is
concerned with neeting an expedited schedule, ny
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understanding is that the conpany stepped forward and
indicated that it wanted to proceed with its interim
relief on a very narrow basis. They resisted all of our
di scovery into their finances even, and yet they're
asking for discovery on their shippers' finances.

So all | can say is that, you know, they can
put on their case any way they want, but you don't get
to serve -- you don't get to serve discovery on your
shi ppers' finances any nore than that furniture store
that | anal ogized to in nmy opening coments. |If the
electric rate goes up $100 a nonth and he says $100 a
month is nore than | ought to be paying, it's nore than
a just and reasonable rate and it's a big rate increase,
you don't get to ask for his nonthly financia
statements, you don't get to ask for the way he prices
products to his custoners, you don't get to ask

information with regard to his affiliated entities. It
just doesn't take us anywhere. It doesn't advance the
bal I .

JUDGE WALLIS: Thank you, M. Brena.

M. Trotter, | believe you had a brief
conment as wel | .

MR, TROTTER: Yes, just briefly, and just
| ooking at the responses, it does appear that Requests
for Adm ssions 1 through 3 and 5 were admitted after an
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obj ection was registered, so | don't know if those are
still an issue.

The ot her ones do deal with Tesoro's prices
and Tesoro's costs and audited financial statenents for
Tesoro for the last three years. And again, it was
unclear to ne that Tesoro was claimng that its own --
that it was unable to pay or this was a financial -- a
rate shock situation. | did not understand themto be
saying that or put that into issue, and | think
M. Brena has clarified that. And so it was unclear to
me just to what extent it mattered what the inpact on
the gallon price at the punp was. It is the -- the
statute requires fair, just, and reasonable rates for
the custoners, and the custonmers are the shippers on the
pi peline, not the people at the punp.

JUDGE WALLI'S: Thank you, M. Trotter

M. Ryan, do you have any response in
addition to your prior coments?

MR. RYAN: A couple of things. One is
M. Brena stated that we had not supplied or responded
to his requests to produce any of our financia
information. That's totally wong. You have our
responses in front of you, Your Honor

By the information that M. Brena is arguing
he shoul d not have to produce, we have stated as part of
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our interimrate increase of the mniml inpacts to
consumers. We understand that interveners at |east have
i ndicated that there are substantial inpacts to the
shi ppers and their operations, and we're asking to be
able to determ ne whether or not there's any inpacts to
the profitability of those conpanies and to substantiate
those concerns with the direction that our discovery
requests have gone. So we feel that these are inportant
matters and proper for discovery.

JUDGE WALLIS: Thank you, M. Ryan.

| believe that the concerns related to the
requests for admni ssion appear to be nmoot. And as to
Dat a Requests Nunber 4 through 6, | will not conpel a
response for the reasons stated by M. Brena and
M. Trotter. | do not believe that that is sonething
that is relevant or that would lead to admi ssible or
rel evant information.

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

MR. BRENA: No, Your Honor.

MR. TROTTER: No

JUDGE WALLIS: It appears that there is not.
I want to thank you all and commend you for your
endurance, and a special word of gratitude to our court
reporter for sticking with us, and this conference is
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adj our ned.
(Hearing adjourned at 6:15 p.m)






