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TESORO, by Robin Brena, Attorney at

Law, 310 K Street, Suite 601, Anchorage, Al aska 99501.

TOSCO CORPORATI ON, by Ed Fi nkl ea,
Attorney at Law, 526 N.W 18th Avenue, Portland, Oregon

97209.

THE COW SSI ON, by Donald Trotter
and Lisa Watson, Assistant Attorneys Ceneral, 1400
Evergreen Park Drive S.W, P.O Box 40128, O ynpia,

Washi ngt on 98504-0128.



3095

2 | NDEX OF W TNESSES

5 W TNESS: PAGE:

7 BRETT A. COLLI NS
8 Di rect Exami nation by M. Marshall 3101
9 Cross- Exam nati on by Ms. Wt son 3105
10 Cross- Exani nation by M. Brena 3115
11 Cross-Exani nation by M. Finklea 3132
12
13
14
15
16
17
18
19
20
21
22
23
24

25



3096

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

| NDEX OF EXHI BI TS

EXHI BI T:

701 -

709 -

712 -

723

724

725

726

727

708C

711

716

MARKED:

3101

3101

3101

3101

3101

3101

3101

3101

OFFERED:

ADM TTED:



3097

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

JUDGE WALLIS: Let's be on the record,
pl ease, for our Wednesday, June 26, 2002 session in
the matter of Comm ssion Docket No. TO 011472. By
way of prelimnary matters this norning the Conpany
has advised us that Errata Sheet for M. Collins's
rebuttal testinony, BAC-6T, has because of
formatting vigories of word processing software
some changes in |ine designations and the w tness
will call those to our attention when he
aut henti cates his exhibits.

In addition, M. Brena has advised us that
he intends to file on behalf of Tesoro a Mbdtion
relating to the appearance of M. Beaver as a
witness in this docunent. He's on our witness |ist
and is likely to appear sonetine tonorrow. So when
that motion is filed other parties will have an
opportunity to examit and we will schedul e an
appropriate time for discussion about it. At this
time the Conpany has designated Brett A Collins as
Wtness on it's behal f.

M. Collins, would you please rise and raise
your right hand. Do you solemmly swear or affirm

that the testinony you' re about to give in this
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proceedi ng be the truth, the whole truth, and
not hing but the truth, so help you?

THE W TNESS: Yes.

JUDGE WALLIS: Pl ease be seat ed.

M. Marshall has O ynpic Response to the
Motion that will be filed. The Conmission is
interested in the application, if any, of the Rules
of Professional Conduct to the State Bar to the
situation and would can O ynpic to address whet her
those provisions are applicable, and if so, how?.

MR, MARSHALL: Yes, we have al ready
researched that. W do have a nenmorandumwith
respect to that. | think M. Brena' s notion the
way he related that actually goes beyond that into
an area of privilege as well. But we have | ooked
at the Rules of Professional Conduct with regard to
testi mony and these kinds of areas, and M. Beaver

and his firmhad | ooked into that and are prepared

to respond to that portion right away. | don't
know what ot her portions M. Brena will have, but
we'll take a | ook at that Mtion also.

THE COURT: And Counsel will have an
opportunity to examne it and then we will schedule
atine.

In conjunction with M. Collins's
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appearance here today O ynpi c has provi ded a nunber
of prefiled docunents, and those docunent are
listed on our Exhibit Sheet and the Rebutta
Testinony BAC-6T, which is Exhibit 701-T through
708-C. And Exhibit 716 through 723 -- Exhibit 716
is a Cost of Service, Fully Allocated Cost docunent
presented by O ynpic.

In addition, docunents designated as 709-C
through 711 are exhibits that were proposed by
Conmi ssion Staff for possible use during the
exam nation and | amcorrect that it's Exhibit 712
through 716 that the Conpany is offering as direct
testimony and exhibits of this w tness.

In addition, Tesoro has presented sone
docunents for possible use on cross-exam nation of
this witness. These are listed as Exhibits 717
through 722 in our Exhibit List. 723-Cis a
schedul e presented by Staff for possible use in
cross-exani nation. And Exhibit 724 is a docunent
provi de by the Conpany as errata for M. Collins'
Rebuttal Testinony.

And | will ask the reporter to pick up the
descriptions of Exhibit 716 through 724 from your
Exhi bit List and for inclusion in the record and

woul d ask a Conpany to offer oral corrections to
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the Errata Sheet when M. Collins begins his
testi nony.

Wth that, let's proceed, M. Marshall

MR. BRENA:  Your Honor, if | may. The
deposition that we took of M. Collins on Mynday,
Tesoro will also be offering as an exhibit in this
proceedi ng.

THE COURT: Very well. Are copies
avai | abl e of that deposition?

MR. BRENA: Yes, it is.

MR. FI NKLEA: And, Your Honor, on Monday
Tosco distributed tables that we will use as
cross-exam nation exhibits that have been -- it's
mar ked as Tosco Cross-exam nation Exhibits
distributed 06/25/02. This is a series of summry
t abl es.

THE COURT: Have those been distributed to
the Bench, M. Finklea?

MR. FI NKLEA: They were distributed on
Monday, Your Honor, by M. Stokes. | have extra
copies of this --

JUDGE WALLIS: Let's be off the record for
m nut e.

(Di scussion off the record.)

(Back on the record.)

a
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JUDGE WALLI S: Let's be back on record

pl ease. In addition to the docunents previously

described in conjunction with this witness's

appearance his deposition of June 24, 2002

is marked as 725 for identification and a series of

docunents designated as tables are marked

collectively as Exhibit 726 for identification, and

a singl e-page docunent entitled Rebuttal Case

Presentation is marked as 727 for identification.

Now, M. Marshall.

MR, MARSHALL: Thank you, Your Honor.

(Exhibits 701-708, 709-711, 712-716, 723-727

mar ked. )
DI RECT EXAMI NATI ON

BY MR. MARSHALL:

Q W Il you please state your nane for the
record.

A Brett Collins.

Q M. Collins, what is your business address?

A 332 Pine Street, Suite 600, San

Franci sco, California 94104.
Q And what is your present position?
A. I'"'ma principal with the Regul atory
Econom cs Group.

Q Are you testifying today on behal f of

t he
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A ynpi ¢ Pi pe Line Conpany?

A Yes, | am

Q Did you prepare Exhibits No. 701-T and
supporting Exhibits 702-C to 708-C, and Exhi bits No.
712-T and supporting Exhibits 713 to 716?

A Yes, | did.

Q Do you have any corrections or additions to
make to that testinony?

A Yes.

Q And are those contained in an Errata Sheet

that was supplied as Exhibit 724?

A Yes, and | have sone corrections to that
724,
Q Wul d you pl ease nmake those correcti ons now.
A. On Item No. 4 where it refers to page 10,
line 1, it should be page -- I'msorry, where it refers

to page 10, line 2, it should be page 10, line 1
Wher e number of -- correction No. 5, where it talks
about page 13, delete lines 1 through 3. That is now
page 12; delete lines 21 and 22; and on page 13 delete
[ine 1.

On item nunmber 6, at -- the word "del ete”
shoul d be deleted. So it should read, page 13; and
where it says line No. 7, that should now read, Line

No. 5. Correction No. 8, where it says page 14, line 5
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-- |1 nmean line 7, it should read page 14, line 5.
Errata No. 9, where it says page 14, line 8, it should
now read page 14, line 6.

And there was one additional itemthat was
not on this list. On page 7, line 14, you should
replace 2.5 with 2.6.

Q Did your rebuttal testinony al so nmeke
correction to certain calculations and data in your
direct testinony?

A. Yes, ny rebuttal testinony addressed certain
corrections to the cal culations contained in ny direct
testimony and those are addressed in ny rebuttal
testi nony.

Q Wth those additions and changes do you
adopt that testinmony as your own here today?

A Yes.

Q The witness is available for
Cross-exam nation.

MR, OSH E: Before we go forward, M.

Marshal |, can you have your wi tness wal k through

changes that were made to your No. 6.

MR. MARSHALL: On the Errata Sheet?

MR OSHIE: On the Errata sheet, yes.

MR, MARSHALL: Thank you.

THE W TNESS: Where it says page 13, delete
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line 7. That should now read page 13, line 5. The
word "delete" was a type-o and then the |ine nunber
had changed.

MR. OSHI E: Thank you.

THE COURT: Did you wish to offer the
exhibits at this tinme, M. Mrshall?

MR. MARSHALL: Yes, we nove the admi ssion of
the exhibits.

THE COURT: Is there any objection? Let the
record show that there is none, and Exhibit 701-T
through 708-C, Exhibits 712 through 716, and
Exhi bits 724 are received in evidence.

MR. MARSHALL: Thank you.

MS. WATSON: Good norning. At this time |I'd
like to nove the deposition taken of M. Collins on
April 25th 2002, and the correspondi ng Exhi bits and
those are marked as 709 through 711 into the
record.

THE COURT: |Is there an objection?

MR, MARSHALL: The only objection | would
have is just to wait to see which of those
materials woul d be used and then to for just the
sake of bulk record use those pages that get
referred to.

MS. WATSON:  Your Honor, we're offering of
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the deposition to cut down on cross-exam nation
tine.

THE COURT: Yes, we understand, and they're
all the depositions -- two depositions and two
deposition exhibits; is that correct?.

MS. WATSON: Yes, that's correct.

THE COURT: Very wel |

MR. MARSHALL: [I'mall in favor of cutting
down on time. So if that would cut down on tinme, |
don't have an objection. | was looking at it the
ot her way around to cut down on the ampunt of paper
if there were certain parts of the depositions that
were to be referred to and not others.

THE COURT: Very well. For today's purposes
we will receive the Exhibits 709-C, 710, 711 and
725. M. Brena, you don't mind that Com ssion
Staff is offering your exhibit?

MR, BRENA: No.

MR, MARSHALL: They are actually offering
his earlier deposition and not the deposition that
I'"moffering, which was taken --

THE COURT: Thank you. So 709-C, 710, 711

are received.

CROSS EXAMI NATI ON
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BY MS. WATSON

M. Collins, I'd like to refer you to what's

been marked as Exhibit No. 727?

A | have that.

Q The test here Aynpic is using is the 12
nont hs endi ng Sept enber 2002, correct?

A The test period or rate year -- one thing
just to -- | think there may be some confusion in the
term nol ogy that nmay be discussed in ny testinony,
which | think uses what | call "FERC term nol ogy" and
what the WT.C. uses. Mybe | could kind of clarify to
the extent there's references and just to, you know,
hopefully m nim ze any m sunder st andi ng.

I think both the FERC and the WT.C. apply
the sane concept where they will take a recent 12
nont hs of actual data as the basis for a starting point
and to that data they will make adjustnents that woul d
reflect a perspective |ooking period as the basis for
whi ch to eval uate rates.

The FERC uses the first period, and they
call that the "base period"; and the "perspective
period" is the test period. | think the WT.C. calls
the "first period" the "test period" and the "forward

| ooki ng period" the "rate year." But, anyways, | just
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wanted to just address that because this may be a
source of confusion.

The test period that | have used takes --
makes adjustments beginning in -- at the end -- after
the end of the base period, which the base period -- ny
-- the base period or the 12 nonths of actuals ended.

I n Septenber of 2001 we nade prospective
adj ust ment s known and neasurabl e within nine nonths of
that, which would be through June of 2002, and, you
know, we woul d analyze that. So to get -- to take
those nine nonths of data and reflect a full year
you' d have to have 12 nonths. So in a sense you could
say that would include July through Septenber, but I
just wanted to explain kind of howit's been discussed
in nmy direct and rebuttal testinony.

Q (By Ms. Watson) Okay. But would it be fair
to say that A ynpic is using the 12 nont hs endi ng
Sept ember 2002 as the basis for citing rights?

A. That's a reasonable way to characterize it

Q And in order to determ ne those 12 nonths
you first use seven months of actual data from October
2001 through April 2002, correct?

A. Yes, | think to a | arge degree Ms. Hammer
had provi ded actual data for that seven nonth period.

Q And that's reflected on Exhibit 727, Columm
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A, lines 1 through 7?

A Yeah, that identifies -- it |abels the
nmont hs Oct ober 2001 through April 2002 as "Actual" and
then it shows May and June | abel ed as "Budget Ampunts”
and then July through Septenber as "Average," and
think in her testinony there are certain exceptions.
This is not globally applied to all data, but as a
general matter, that's the general approach

Q So in order to get the 12 nonths you use the
seven nonths of actual data, plus two nonths of
budget ed data, and, plus three nonths of annualized
dat a?

A Plus three nonths that woul d have been based
on the average of those nine nonths.

Q Let's talk a little bit about the
calculation to find the average for the | ost three
months. In order to calculate that, you added seven
mont hs of actual data and two nonths of the budgeted
data for nine nonths and divided by 9 to get the
average, and that average was used for each nonth, July
t hrough Septenber?

A Yes, | believe that to be correct.

Q And then six adjustnments were nade to the
test period to get the adjusted test period, correct?

A | think there was -- as | recall there were
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-- there's six adjustnents listed here that relate to
adj ust nents through operating expenses. These | think
-- there may be other adjustnents as well, but these
six that | know here are all related to adjustnents to
operating expenses, and those adjustnents all were made
to that data.
MR, MARSHALL: And by when you say "noted
here,” you nean Exhibit 7277?
A That's correct.
MR. MARSHALL: Just so the record's clear
Q (By Ms. Watson) And those adjustnents were
for oil losses, transition costs, litigation costs,

ot her experience, fuel and power costs, and renediation

costs?

A Yes.

Q And that's listed in Colum B on Exhibit
7277

A Yes.

Q And you were asked questions about the

details of those adjustnents during your deposition on
Monday; would this be correct?

A Yes.

Q So the adjusted test period is the 12 nonths
endi ng Septenmber 2002 with those six adjustnents,

correct?
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A. I think with respect to operati ng expenses
that would be a reasonable way to describe it at a
conceptual |evel

Q Now what O ynpic calls "the base period" is
the 12 nonths endi ng Septenber 2001; is that correct?

A Yes, that's correct.

Q And t he base period uses actual data for al

12 nonths as reflected in Exhibit 727, Colum D,

correct?

A That's correct.

Q And no adjustnents were nade to the base
peri od?

A Well, there are -- no, there are other

adj ustnments that | made that | think are outlined in ny
Exhi bits 702 and 703, which contained two sets of cost
of service calculations. There would be sone
addi ti onal adjustments that were made beyond those

listed in Colum B.

Q Okay. Could you please turn to Exhibit
703-C.

A I have it.

Q And schedul e 21 shows 17 adj ustnents that

O ynpic used to determ ne test year operating expenses,
correct?

MS. SHOMLTER: Can you wait until we get to
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where we need to go?
MS. WATSON:  Yes, sorry.
M5. SHOWALTER: Exhibit 703, schedul e what?

MS. WATSON:  21.

Q (By Ms. Watson) It should be page 49 of the
Exhi bi t.

A Yeah, | have it.

Q Okay. Now, Schedule 21 shows 17 adjustnents

O ynpic used to determ ne test year operating expenses;
is that correct?

A Yes, there's 17 footnoted adjustnments on
thi s schedul e.

Q Are those the adjustments that you were just
referring to earlier?

A These -- | think -- | believe this kind of
characterizes all of the adjustnents that were nmade to
operating expenses and sonme of those were made to base
peri od amobunts and sone of those were nade to test
what's been characterized in your exhibit as a test
period. | know in the deposition we were focusing
primarily on the revised test period data and so
think that's what the six anpunts in Columm B rel ated
to.

Q Now the 17 adjustnents that are shown on

schedul e 21 of Exhibit 703, those were determ ned by
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subtracting the base year fromthe adjusted test
period, correct?

A The ampunt -- sone could -- could you repeat
t he question?

Q Sure. In order to determ ne the 17
adj ust nrents shown on schedule 21 that was determ ned by
subtracting the base period fromthe adjusted test
peri od, correct?

A No, actually | think the schedul e supporting
21 -- 21, 1 through -- give ne a nonent -- through 21
12 contai ned the adjustnents. The adjusted amunts
were added to the base period to get to the test
peri od.

Q Ckay. If you're |looking at your Exhibit 703
and you have a columm | abel ed "Test Period" and you
have a columm | abel ed "Base Peri od" and in-between you
have "Base Period Adjustnment” and "Test Period
Adj ustnment,” in order to find the information |isted
under "Base Period Adjustment” and "Test Period
Adj ustnent" do you subtract the nunmbers fromthe base

period colum fromthe nunbers in the test period

col um?

A No.

Q No? Please turn to page 52 of that sane
exhibit.
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A. I'"'mthere, sorry.
Q Okay. 1'mgoing to refer to lines 1 through

3, and there it states "The test period |l ess the base

period equals test period adjustnent;"” is that a fair -
A. Yeah, | think in this case what you've said
is true. | would say it's not true for all of the

adj ustments. Maybe as an exanple to go to 21.5, which
is two pages beyond page 54 of 75, and in this case
there are test period ampunts but there are other --
several other adjustnents nmade to the anbunts that's
sinmply not taking a test period anpunt and a base

peri od ampbunt and the adjustnent's the difference.
There are other adjustnents here, for exanple dealing
with renmedi ation costs, and transition costs for two
exanples, so there -- | think in sone cases what you've
said is correct, but it's not true in the case of every
-- every category of expense.

Q Okay. Looking at page 54, the schedul e that
you referred us to, 21.5, line 16 show the adjustnent
for outside services, correct?

A Gve ne a mnute just to confirmthat. Yes,
| believe that amount is the anmount of the adjustment.
Q And this is one adjustnent where A ynpic

took the test period and subtracted the base period

fromthat to get the adjustnent, correct?
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A. Well, in this case the test period anpunt
for outside services is contained on line 8 and there
were ot her adjustnents to that nade. |In this case
there were adjustnments related to transition costs and
remedi ation. So there were -- this is where there was
a test period anpbunt and there were sone adjustnents
made to that before we get to the amobunt on |ine 16.

Q Woul d you please turn to Exhibit 701-T,
which is your rebuttal testinony.

MS. SHOWALTER: Before you do, | just don't
want to | eave that |ast question that | just don't
understand it.

THE W TNESS: Okay.

MS. SHOMLTER: On line 16, it says in the
col um under "Source," | think that "LN' refers to

"Line," 8 minus 5. Does that nean that you
subtract line 5 fromline 8?2 1Is that how you got
to figure on line 167
A. No, | think actually this is something we
noted in our discussion |last Friday of the kind of
techni cal conference we had, and | think it was noted
t hat the "Source" columm was incorrect, and
apol ogi ze, it slipped ny mind. | believe -- give ne a

second. | think it's just a referencing error

| believe what the Source for Line 16 should
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1 be is -- | believe, and again this is subject to check
2 but | believe it is 15 minus Line 7. | believe that's
3 -- yeah, it appears to be that.

4 MR. BRENA: Could I ask a clarifying

5 question for the sake of the record just because

6 I''m confused? Wuld that be perm ssible?

7 JUDGE WALLIS: M. Brena.

8

9 CROSS EXAMI NATI ON

10

11 BY MR BRENA:

12 Q M. Collins, with the exception of the six
13 adj ustnents that you identified earlier: Gl |osses,

14 transition, litigation, other expenses, fuel and power,
15 remedi ation, are all of your adjustnents to the base

16 period the subtraction of the test period fromthe base
17 peri od?

18 A Well, | didn't identify these six

19 adjustnents. This is a Staff Exhibit. And | would say
20 that, as | think | answered -- explained earlier, that
21 all nmy adjustnments are not the difference between the
22 test period and the base period. So | would say, no,
23 that's not the case.

24 Q Wth the exception of those six adjustnents,

25 are there any other adjustnents which are not either
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the subtraction or the six that have been di scussed?
Are there any other adjustnments to your test period?

A Are you tal king about to operating -- |
mean, we've been tal king about operating expenses. Are
you referring to operating expenses or to all data?

MR, MARSHALL: Operati ng.

Q (By M. Brena) Yes, operating expenses.

A | think there are other adjustnments. |
think as was discussed a few questions ago, the tota
adj ustnents to operating expenses are sunmari zed on
Schedul e 21, and | believe there's 17 that are
identified there. And I think some of the
correspondi ng subschedul es |ike, for exanple, the
outsi de services, there are adjustnents within those,
so -- but | think that's how their explained, and
that's consistent with how these were prepared in the
direct case that was filed | ast Decenber.

MR. BRENA: |'mafraid | didn't acconplish
ny goal so well, so | apologize, and I'IIl take it
up when it's ny turn.

Q (By Ms. Watson) M. Collins, could you
pl ease turn to your rebuttal testinony, Exhibit 701-T,
page 3.

A. I'mat page 3.

Q And | ooking at lines -- I'msorry, lines 9
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through 11, you state that O ynpic has filed 3 tariff
i ncreases supported by a FERC cost of service
presentation; is that correct?

A Yes.

Q If there were other filings in addition to
the three you referred to, they would not have been
filed pursuant to the FERC net hodol ogy?

A | was aware of three that were filed
pursuant to the FERC nethodol ogy. That's what | state
here.

Q Are you famliar with the tariff surcharge
O ynpic filed for recovery of the Sea-Tac rack facility

in Docket No. To-9610537?

A. Yes, I'mgenerally famliar with that
tariff for a specific -- for shippers at Sea-Tac
general ly.

Q Was that one of the three tariff filings you

referred to in your testinony?

A No, it was not.

Q That filing was not based on the FERC
nmet hodol ogy, was it?

A No, it was not.

Q Are you aware of any order of this
Conmi ssi on adopting the FERC net hodol ogy for any

pur pose?
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A. I'"mnot aware of any order. | haven't
asserted that in my testinony. No, |I'mnot aware of
any order.

Q Did you advise M. Batch that all of

Aynpic's costs filings used the FERC net hodol ogy?

A. | don't believe |I advised M. Batch of any
such thing.

Q Now, referring back to page 3 of
Exhibit 701-T. 1'mlooking at lines 12 through 13, and
there you say that "The filings were accepted.” Do you

mean that they were not rejected but that they went
into effect w thout suspension?

A Yeah, | believe each of these tariff filings
went into effect -- the rates contained to those
filings went into effect.

Q And when you say, "the filings were
accepted,"” do you nean anything other than that it went
into effect without suspension?

A That's what | think what | neant here. That
they were filed, they went into effect.

Q And they went into effect without

suspensi on?

A. "' mnot aware procedurally how they were
i mpl enmented. | just know that those tariffs went into
ef fect.
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Q Now i n Exhibit 701-T, the bottom of page 2
and the pop of page 3, you state that you woul d not
agree with the contention that the use of a tota
conpany cost of service is inproper for setting
intrastate rates, correct?

A That's correct.

Q Is it your testinony that it is appropriate
for this Commission to set intrastate rates using tota
conmpany results which includes interstate results?

A | think what in the direct case we were
| ooki ng at contenplating across-the-board rate increase
to all of the rates and that we were using a one rate
nmet hodol ogy, and so -- that that was appropriate in
this case. |Issues regard allocations and so forth were
addressed by Dr. Schink in his testinony.

Q Is it appropriate for this Conm ssion to use
overall rates that results fromthat analysis for
i ntrastate purposes?

A. | believe it's appropriate to use a -- it's
appropriate to use a total conpany presentation to
evaluate rates. If you're taking into consideration
all costs and all volunes, | believe it's an
appropriate approach

Q Now i f FERC uses one nethod to cal cul ate

revenue and this Conm ssion uses another, how would you
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suggest that be taken into account by this Comm ssion

if it uses a total conpany cost of service?

A Well -- I'"msorry, could you restate the
question?
Q Sure. |If FERC uses one nethod to calcul ate

revenues and this Commi ssion uses a different method to
cal cul ate revenues, how woul d you suggest that the two
di fferent nethods be taken into account if this

Commi ssi on uses a total conpany cost of service?

A. Well, 1 think what you could do is if you
were looking at a rate increase, you could take the
preexi sting rates and -- one way would be just to
assume a, you know, global rate increase to all rates
and that would allow a neans to conpare whether the
revenues based on that increase were appropriate.

I think when we had done this we
cont enpl at ed usi ng, you know, the sane increase for al
rates. So | think that's one way you could |ook at it.

Q Referring back to your rebuttal testinony,
Exhi bit 701-T on page 4, lines 11 through 12. You
state O ynpic had updated sonme of its adjustnents
through April 2002, and | quote, | believe the use of
this test period is appropriate for evaluating the
results in ny prepared direct testinony, unquote. Do

you see that?
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A Yes, | do.
Q And when you say, "Test period," you're

referring to the test period ended April 20027

A No, I'mnot. I'mreferring to the
prospective period -- FERC uses the concept "Test
Period," and as | said, | believe this Comission calls
it a "Rate Year". It would be the forward | ooking

period. The actual data through April 2002 were a
conponent of the data that were used to develop the
rate year or test period data that | refer to here,
which is the prospective period, but it does not end in
April.

Q I think I may have m sspoke on that one. |
think I neant to say that it ended Septenber 2002; is
that correct?

A | think, yes, given how we've characterized
how to define this period in your exhibit, that would
be I think a reasonable way to expl ain or understand
t hat peri od.

Q Now, when you say the use of this test
period is appropriate for evaluating the results in
your prepared direct testinony, do you mean A ynpic is
still relying on the results you testified in in your
direct testinmony?

A | think -- I"msorry, could you state that
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gquestion again, too? | was reading.

Q Is Oynpic still relying on the results you
testified to in your direct testinony?

A No, | think in the rebuttal we nade clear --
maybe | can point you to it -- and then we've updated
the anal ysis both for revisions to data and certain
corrections to my calculations. Gve nme a second,
can cite you to what | -- | believe the case in -- 703
contains the case that we are putting forth in the
rebuttal, which is sinply updating data and naki ng sone

corrections.

Q So | guess it would be fair to say then
that --

A. I"msorry, and I think to point people so
there's no confusion, this is on page 9, lines 8 and 9

of the rebuttal testinony is where we're drawing this
conclusion of that. That's the basis that we're using
to evaluate the rates.

Q So by your testinony on page 4, lines 11
through 12 you did nmean to say then that Aynpic is
relying on your testinony in the direct case?

A Well, | think it's true -- | think it's true
that that period was appropriate for the direct
testinmony. |It's also true for the rebuttal. It nay be

a bit confusing howit's worded, but | think it's true.
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I mean, the same test period is appropriate. W felt
the sane period is appropriate when we filed this in
Decenber, and we're not changing the period. W're

usi ng the same period that we used back then

Q What sane period are you referring to?
A. The period characterized on your Exhibit 727
that we di scussed previously as -- what you've referred

to in Colum A as the test period.

Q Is that the same test period that you used
in the direct case?

A Yes.

Q Now, Exhi bit 703-C updates and repl aces
Ms. Hammer's Exhibit 819; is that correct?

A. I"msorry, let ne return to ny |Index and
you can conti nue.

Q 819 is the one that was marked as CAH- 4,

t hat m ght hel p things.

A Okay. Say that again.
Q Do you know which Exhibit I'"mreferring to?
A I know 819 is CAH-4. |'mfaniliar with
t hat .
Q Okay. And ny question is whether your

Exhi bit 703-C updates and replaces Ms. Hamer's
Exhi bit 819?

A Yes.
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Q Now you provided the cal cul ati ons for
O ynpic's cost of service, not Ms. Hamer, correct?

A Yeah, | think ny direct and rebuttal
testi mony made clear that | performed those
cal cul ati ons.

Q And Ms. Hammer provided you data that you
used to make those cal culations; is that correct?

A Yes, Ms. Hammer had provi ded nme data that |
used for ny cal cul ati ons.

Q Did you review the data Ms. Hammer gave you
for accuracy?

A Ms. Hammer and | had spent a | ong period of
time going through -- 1'd done a careful review of the
data and Ms. Hamer and | spent a lot of time on the
phone and both with me in her office had gone through

the data at great |ength.

Q What kind of review did you make of the
dat a?
A. Well, 1 would go through revi ewi ng amounts,

| ooki ng at how amounts nmay track nonth by nonth to see
if there were anything that |ooked, you know, kind of
stood out as looking not typical in terns of patterns
of spendi ng.

| Checked to nake sure that the anounts were

consi stent with what anounts reported in for 6 both for
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2000 and 2001, conpared to what we had filed previously
and just -- it was a |lot of checks in the data and we'd
ask questions. |'d ask her about -- anything | had
guesti ons about woul d ask her about.

Q Did you make adjustnents to the data that
she provided you?

A Yes, we nade several adjustnents, sone of
whi ch we've di scussed earlier

Q Now, when -- | might be a little unclear
with ny terms but did you nean that you nade
adj ustnents to the data before making the cal cul ations?

A I'"msorry, before making what cal cul ations?

Q VWhen |'musing "cal culations” | guess I'm
tal ki ng about the adjustnments that were nmade to
determ ne costs of service. So it's alittle
confusing with the term nol ogy, and | apol ogi ze. But
I'"m | ooking at the raw data that Ms. Hammer gave you
before maki ng any of the adjustments. Did you nmake any
restating or proformadjustnents to the raw data?

A | don't believe -- | wouldn't agree with the
term"raw data." Ms. Hammer provided me with conpany
financial statements, incone statenents, and bal ance
sheets, and | nade adjustnments to those data, and
think those are discussed in the rebuttal testinony.

Sonme of those adjustnents with -- | nmean with respect
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1 to operating expenses are outlined in your Exhibit 727,
2 but I would not say that she provided ne with raw data.
3 Q In the workpapers that were provided to

4 parties at the end of |last week did you include the

5 anal ysis of the review that you just spoke of?

6 A. I"'msorry, could you -- | don't understand

7 the question exactly.

8 Q Earlier you said --

9 A If you could just --

10 Q ' msorry.

11 A Go ahead. If you could just rephrase it.

12 Q Sure. Earlier you testified that you nmade a

13 review of the data that Ms. Hamrer provided to you.

14 Did you provide in your workpapers the anal ysis that
15 you conducted in review ng the data?

16 A I think there were papers that contained

17 adj ustnents that were made. | mean there was no

18 catal oging of all the hours we spent on the phone

19 tal ki ng about things, | think. But the papers

20 contai ned woul d have started with data that would have
21 been provided by Ms. Hanmer and then adjustnents that
22 we felt were appropriate to make for rate making

23 pur poses.

24 When you say workpapers are you referring to

25 the workpapers 1 through 10 that were tal ked about | ast
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Friday with M. Col bo, Twitchell, M. Gasso, and
M . Brown?

Q Yes, the workpapers that were provided to us
| believe |ast Friday.

A. Yeah, | would say those contained
adj ustnents that were nmade to data from Ms. Hammer t hat
were not contained in the exhibits that were fil ed.

Q Did Ms. Hammer provide you with adjusted
data other than fuel loss and oil loss -- |I'msorry,
power expense and oil |oss?

A When you say -- |'mnot sure by "adjusted
data," | nean Ms. Hamrer provided nme with, you know,

i nconme statenents and bal ance sheets. You know, to
that we made adjustments. | asked her to make
adjustnments to oil |osses, as we've tal ked about. W
made sone adjustnments to other miscellaneous operating
expenses as contained in those workpapers.

She had used -- she made some adjustnents to
conput e fuel and power costs, and | think other than
that there were other adjustnments that were nmade that |
think I would have nmade. Those are the ones that come
to mind imediately in terns of adjustments. | can't
speak for any other adjustnents she may or may not have
made.

MR. MARSHALL: Now that the w tness has
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answered the question, | would just object to the
prem se of the question on oil |osses because that
was an acceptance by Staff's proposed adjustnent to
oi |l |osses.

So | think the question assunes that this
was an adj ustnent nmade by Ms. Hammer when the
papers reflect that this was an adj ustnent
accepting what Staff's respondi ng case
had suggest ed.

MS. WATSON: Well, be that as it may, they
did have to | ook at the cal culation and decide to
accept or reject it.

MR. MARSHALL: | just wanted the record to
reflect --

THE COURT: You're clear. Very well
You're not asking to strike the answer?.

MR, MARSHALL: No, I'mnot. | just wanted
the prem se to be clear --

THE COURT: Your observation is noted for
the record. Thank you, M. Marshall

Q (By Ms. Watson) M. Collins, no adjustnents

were made to account for any increased costs to conply
with State or Federal or safety regulations either

present or proposed; is that correct?

A I can't answer that. That's not sonething
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addressed to ny testinony.

Q Are you aware of any such adjustnents?
A I'"mjust aware of the adjustnents that were
provided to me. | couldn't speak to the specifics of

what particularly, you know, expenses relate to.
nmean that's outside of the scope of what |'ve testified
to.

Q Wuld it be fair that such an adjustnent
woul d be appropriate to determ ne costs of service?
I"'msorry. Would it relate to costs of service?

A I'msorry, what adjustment?

Q To account for any increase that m ght occur
to comply with state or federal regulations, safety
regul ati ons?

A. I think as a general rate nmaking matter you
know what to the extent you're making adjustnents to
| evel s of costs, | mean the ideas that you're | ooking
at trying to adjust for nmeking sure that you have a
recurring level of cost. | nean to sone degree you may
have a cost that you incur one year for one specific
activity; you may not have that activity occur next
year but maybe on some other part of their system
there's another activity that would represent that sane
| evel of costs. | think the whole idea concerned about

your normalizing costs or not relates to if the |eve
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of costs is going to change year to year. And so
that's what | think nore of my concern was | ooking at
maki ng sure that the | evel of costs was appropriate and
reflective of what you' d expect to have prospectively
for a rate year.

Q | guess | want to make sure that |'mclear
on the answer. So you're not aware then of any
adj ustnents that were nmade to take into account
i ncreased costs to conply with safety regul ati ons?

A. I''m not aware of any specifics regarding --
that's not anything that | would address to ny
testi nony.

MS. WATSON: If | could have just a nonent.

Q (By Ms. Watson) GCkay. | just have a few
nore questions. M. Collins, Ms. Hanmer gave you the
i ncome statement and bal ance sheet information
correct?

A Ms. Hammer provided nme income statement and
bal ance sheet information; that is correct.

Q And she al so provided you in that data
adj ustnents for oil |osses and power costs, correct?

A Yeah, | had asked -- | had requested her to
meke the adjustnment to oil | osses as discussed in ny
rebuttal testinony, but it included that. And | know

she did make -- she nade adjustnents for fuel and power
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separately, and those were included -- she provided nme
with those data, yes.

Q And did Ms. Hammer nake any ot her
adjustnments to the i ncome statenent or bal ance sheet

data she provided?

A. I think she may have. | nean those are the
ones that I"'maware of. | think, you know, we talked
about the -- well, | think those are the only ones that

I"'maware of with regard to operating expenses.

MS. WATSON:  Your Honor. Those are all of
my questions. This nmay be an appropriate tine to
take a break, and I'd also |ike to nove Exhibit No.
727 into the evidence.

THE COURT: |Is there an objection?

MR, MARSHALL: No.

THE COURT: Exhibit 727 is received and we
are in recess for our noon recess. W'I|l reconvene
at 1:30.

MR, BRENA: Your Honor, just one procedura
matter. We had marked 725, M. Collins's
deposition of June 24th. It has also an Exhibit 1
toit. | think we've been identifying the exhibits
with separate nunbers. | don't know what your
preference is to how to handl e that.

JUDGE WALLIS: Very well. | think that we
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have -- well, let's take a look at it over the noon
our. Thank you.

(Recess.)

(Back on the record.)

THE COURT: Are we ready to proceed?.

MR, MARSHALL: Yes.

THE COURT: Very Well. M. Brena, am
right that you're up next?.

MR. BRENA: We can go either way. | could
start.

JUDGE WALLI'S: Foll owi ng our noon recess,
M. Finklea, are you going to begin the exam nation
of this w tness?

MR, FI NKLEA:  Yes.

EXAMI NATI ON

BY MR FI NKLEA:

Q Good afternoon, M. Collins. | amEd
Finkl ea, and I'mrepresenting Tosco in this proceeding.
We have marked for identification an Exhibit 726, and
do you have that before you? It's a series of charts?

A Yes, | have Exhibit 726.

Q If you could turn to page 1 of -- there's a
si x page exhibit, and it's a series of tables, and I"']I

be asking you questions off of these tables.
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First of all, would you agree with nme that
all else equal a higher volune estimate results in a
hi gher test period cost of service due to the higher
fuel and power costs associated with nmoving the
i ncremental vol unes?

A. Yes, | would agree all else equal if volunes
are higher and variable cost would al so be higher, and,
t herefore, costs woul d be higher

Q And the primary variable cost we're focused
on is fuel and power; is that correct?

A Yeah, | believe there are two -- yes. Well
there are two costs: Fuel and power, and there's al so
drag reducing agent or DR A as it's referred to.

Q I'"d like your help in making sure that |I've
cal cul ated some of these estimates correctly, and if
you would first turn to page 1 of 727 -- 726 and

there's a colum that's marked O ynpic's Proposed Test

Vi ew.
A | see that colum.
Q And in that it's correct that your rebutta

case is based on an annual throughput of 103, 165, 081
barrels; is that correct?

MR, MARSHAL: | just have to object to the

formof the question. The actual test year as we

use that termhere in Washington State we refer to
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the "Exanple Staff Test Year"” is the year 2001
cal endar year 2001. And that test year the barrels
would be 83 million. This is an adjustnment to a
Staff test year basis. So the Colum is and what
you're trying to refer to here | think is
potentially confusing.

MS. SHOMALTER: |'m going to agree. After
t he expl anation of the witness on the term nol ogy |
have to say |'m sonmewhat confused. | think we've
got to be bilingual here, and | think it's probably
going to help nost if we identify both the FERC
termand the U T.C. termin what may wean by it.

It's fairly clear what "base year" neans and
"rate period," but this use of the word "test" to
apply in the State's case to the "I ook-back year"
and in the FERC instance the "l ook-forward year" is
genui nely confusing. And | think I'mgoing to be
confused but the record will also be confused. And
I think we're just going to have to try as often as
possible to repeat or state both terns that, you

know, "That is," you know, the "FERC Base Year" or
the "U. T.C. Test Period".

MR. MARSHALL: | agree.

MS. SHOMALTER: It's very confusing.

MR, MARSHAL: And, you know, subject to
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check the Staff could confirmthe use of their test
year, which is cal endar year 2001 -- January 2001
to Decenmber 2001 has a vol unme throughput |evel of
roughly 83 million barrels; is that correct?.

M5. WATSON: That's correct on an actua
basi s.

MR, MARSHAL: Right. And Aynpic's
adjustnment to that test year is also based on actuals
to the point where we have it and then an annualized
amount for the nonth or two -- couple of nonths that we
don't have actuals up until now.

MR. BRENA:  Your Honor, and Chairwonan

Showal ter, if | could make one point. They filed
the identical testinony here and they used --

MS. SHOMLTER: | can't hear you. Turn on
your --

MR. BRENA: Ckay. |I'msorry, | haven't
turned it on. They filed the identical testinony
here and at FERC. They've used all the FERC
termnology in their case. So what's going to nake
me confused is if we start taking their case before
this comm ssion, which uses the FERC term nol ogy.

I Don't know whether or not the test year at FERC
has as it's intended to be used by FERC equal s a

rate year as this Commi ssion uses a rate year
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They haven't asserted that. So, | nean, there's
nowhere in their case that the identify of what the
State's rate year is. All they' ve done is file a
FERC case here.

So I"'mgoing to get real confused real fast
if what we do is inpose on their case concepts that
aren't in the testinony.

M5. SHOMWALTER: All right, that's fine.

Then, how about this? |If instead of "Test Year" it
says "FERC Test Year?" Wuld that be okay? 1In

ot her words | just need to know which Iinguistic
universe I"'min when we're tal king about it, and
it's fine if it says "FERC Test Year" and maybe the
way to do this is to confirmthrough the w tness
the appropriate caption for whatever columm or row
we' re tal king about.

MR. FI NKLEA: Conmmi ssi oner, we have call ed

this "Oynpic's Proposed Test Year." | believe based

on the exami nation that Staff just did around
Exhibit 727 to keep things consistent if we called
it Aympic's Proposed Test Period. | believe and
can ask the witness to confirmthat the vol unes
that 1'mshowing as AQynpic's in the 726 as

O ynpic's Proposed Quote Test Year conforns with

the tine period that is shown and Staff's
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Exhibit 727 as the quote test period under

Col um A

M5. SHOWALTER: Well, | don't know. Al |
can tell youis if atitle has the word "test” in
it, I amgenuinely not going to know what it is
because we use | think both "Test Period" and "Test
Year" in our lingo, whereas to ne sonething very
di fferent than what FERC nmeans by the word "Test
Year" or "Test Period."

And so this is Oynpic's Proposed
“"Whatever", but if the "Whatever" is the FERC
concept, we've got to get that clear because
otherwise | really -- either the witness and the
Counsel may or may not know that they're tal king
about the same thing, | wouldn't know, but | can
assure you that | will not know what the wi tness or
t he Counsel is actually asking about if we don't
t ake panges to clarify this somehow.

MR, FINKLEA: May | try a few questions to
see if we can clear this up?

Q (By M. Finklea) M. Collins, on page 1 of
what's been marked for identification as Tosco 726, we
have shown vol unes of 103, 165,081 barrels. 1s that
what your conpany is proposing to use for throughput to

deternmine rates in this proceedi ng?
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A Yes, the volunme nunber is the volune
assunption that we have used and is contained in
Exhi bit 703, which is our case.

Q And were you asked a series of questions by
Commi ssion Staff around Exhibit 727 and in particular
Colum A referred to a test period that involved actua
data for October 2001 through April of 2002, budgeted
data for May and June of 2002 and then an average
derived fromthose nine nonths in order to estimate
July, August, and Septenber being the last three nonths
of what the Staff in it's |labeling called the test
period? |Is that the 12 nonth period that corresponds
to the 103 million barrel throughput estinate that's
bei ng used by the conpany for purposes of presenting
it's recommendations for how rates should be
est abl i shed?

A No, | would describe it alittle
differently. When we were talking this norning with
staff | tried to make clear that the adjustnents and
the approach that was described in 727 was how
operating expenses to a | arge degree were adjusted and
it related to operating expenses.

The vol une assunptions, and, | think as
di scussed in Ms. Hammer's rebuttal testinony, were

devel oped in a different manner than taking actuals for
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seven nonths, budgets for two nonths, and then taking
an average for the remaining 9 nonths. The vol unes
were done in a different manner. | think that's
described in her rebuttal testinony.

Q And just to help us clear on the record,
what 12 nonths are being used then to devel ope the 103
mllion figure?

A It was ny understandi ng that for purposes of
vol unes what O ympic had | ooked at was -- they had
| ooked at the period July 2001, which coincided with
t he
16 inch line segnments being put back into service and
that was really in essence the system was back in
operation in total with exception of the 80 percent
operating pressure restriction. So that was really the
first period of tine where they had the system
operating as it is operating today.

So | believe when Ms. Hammer had used for

vol unmes when she | ooked at the actual data beginning in
July of 2001 and | ooked through the actual data through
April of 2002. So that gave ten nonths of vol unme data.
Then she prepared estimates for April and May and that
was the basis for how the one nunber 103,165,081 barre
nunber was arrived at. And, again, that's sonething

that she discusses in her testinony.
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Q And just to correct the record you stated
April twice. Did you nmean the estinmated nonths are My
and June?

A Yeah, I'"'msorry if | msspoke. The
esti mated nonths are May and June.

Q And is that 12 nonth period that you
proposed to use for establishing throughput in order to
establish rates?

A That was the throughput projection that she
devel oped and | used that throughput projection, 103
mllion.

Q In light of that, if we could turn back to
page 1 in the colum that | have | abeled "Oynpic's
Proposed Quote Test Year." Do you -- would it be nore
accurate to label that colum "Oynpic's Proposed Test
Peri od?"

MR, MARSHAL: | would just object to the
question. | think the explanation has been that
what's happened is the test period used by Staff of
cal endar year 2001 has been adjusted for known and
measur abl e conditions based on actuals with the
best data available. It doesn't represent a FERC
test period or another test period. It's an
adjustnent to data used in the period that Staff

had call the test period.



3141

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MR. BRENA: Your Honor, if I could briefly
address the use of tal king objections. It's not
hel pful to have opposing Counsel give testinmony
with regard to the purpose of that. And as I
under st ood that objection he just expl ai ned what
the witness should be explaining directly. So
woul d just ask if there's an objection, then just
state what the objection is and then let's argue
the objection and then allow the witness to
testify, please.

THE COURT: | can understand M. Marshall's
enthusiasmin his desire to take shortcuts, but |
think that in terms of an objection if you want to
identify the issue and then we'll |et Counse
followup with the witness or you can.

It is as we noted earlier a matter of
confusion, and we want to thank you for bringing
that to our attention.

M. Finklea, do you have enough amunition
now to conti nue?

MR. FI NKLEA: Yeah, | believe | have enough
to continue.

Q (By M. Finklea) If we | abeled the colum

"Oynpic's Proposed Vol unes" for purposes of

establishing rates, would that be accurate?
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A. I mean, it's your Exhibit, but I would agree
t hat number, the 103, 165,081 is the vol une nunber that
we've used in our rebuttal case. | nean, it's your
Exhibit so | can't say, but | would say that would be a
correct characterization of what we' ve used.

Q So just to keep the record straight --

MR. FI NKLEA: And, Your Honor, |'d be happy
to substitute these Exhibits after, but while
conducting questions on these | will propose to use
the termnology Aynpic's Proposed Vol unes for
pur poses of establishing rates and that will be the
| abel on Columm A so that we keep the record very
straight on what the 103 million figure is.

M5. SHOMALTER: Well, M. Finklea, it's not
just a proposed volunme, it's the volume within a

year, right? A year period?

MR, FINKLEA: Yes. | nmean all -- nowl|l'm
testifying.
MS. SHOMLTER: | nean |I'mtal ki ng about the

| abel .

MR. FINKLEA: I n ny understanding of the
rates you al ways use an annualized figure in order
to establish throughput for any utility, and you
have to have 12 nonths figure to use 11 nonths

figure.
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MS. SHOMLTER: Right, but these other terns
we' re tal king about generally are a year or a
period or sonmething whereas if we start to |label it
"This is the volune we nean," well, the volume for
what ? For the period we're tal ki ng about, however
that is terned -- | --

MR. FI NKLEA: W' ve already established that
there is a mismatch between the period that's being
used to determ ne volunmes and the period that's
bei ng proposed by the conpany for determnning
costs.

Q (By M. Finklea) Is that statenent correct,
M. Collins?

A. No, | would not say that is correct. |
woul d say the volunme projection was based on ten nonths
of actual data that represent what are known and
measurabl e that the pipe lines's volunmes are likely to
be at that level. | nean they have this 80 percent
pressure restriction and so given that, there was no
ot her period where the lines's been operating in this
manner that that was a reasonable way to, you know, to
use to devel ope representative volume |evels going
f or war d.

| wouldn't characterize it as a m smatch.

It's slightly different than how the nmpjority of
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operating expense adjustnments are nade. There are a
variety of things done differently. Just because
they're different, | don't know that I'd characterize
them as a m smatch.

Q (By M. Finklea) Wthdraw ng the word
"msmatch," is it correct that for purposes of
calculating the volunes that you recomrend to deternine
the throughput to establish rates that you are
proposi ng twel ve nonths beginning with July of 2001 and
ending with June of 2002 and as we were discussing with
Staff the figures you're using for July, August, and
Sept enber for purposes of establishing expenditures are
averages based on figures fromthe previous nine
nmont hs? You're not proposing to use the expenditures
fromJuly, August, or Septenber of 2001; is that
correct?

A I"msorry, | was kind -- maybe -- it
sounded |i ke there may have been nore than one
question. If that can be read back or you can restate
it?

Q Yeah, | think it can be read back, and | do
believe it's just one question

A. Ckay.

(Record read as requested.)

A I am not proposing to use the expenditures
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from-- by expenditures, | assunme that to nean
operating expenses or it could be capital as well --
fromJuly, August, or Septenber of 2001. Mybe stating
it in a different way woul d be helpful to clarify the
conf usi on.

| think there's been sone di scussion of
Ms. Hammer's direct testinony about the seasonality of
volumes. And | think given the unique nature that
A ynpi ¢ does not have a historical period where it has
operated as it is currently with the systeminit's
conpl ete configuration of this pressure restriction
that it has, you know, to conme up with an annual figure
we had | ooked at the only ten nonths of actual data
that were available. And naybe another way to think of
this, if this will be helpful, was that you could
assunme that July 2002 through Septenber 2002 woul d be
equi valent to the actual experience for July through
Sept enber of 2001.

But | think to answer the question, | did
not use -- or we did not use July through Septenber
2001 costs in the forward | ooki ng period rate year or
FERC test period.

Q Thank you. [If we could return to page 1 of
6 of what's been marked as 726. Am | correct that the

cost of service figure that you' re recomending is
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shown at the bottom of what | have marked as Colum A
of Table 1, and it would be a test year cost of service
of 56, 535, 000?

A Yes, | would agree that the anpunt that's
shown on Line 4 of Colum A of 56,535,000 is our
recommended cost of service for the FERC test year or
rate peri od.

Q And then if you would nove over to the next
colum, | have shown a higher volume figure -- just an
arbitrary figure of 110 million barrels and then in the
next two colums are respectively shown 120 nmillion and
130 million. And | want you first of all to agree with
my map that if we go fromthe conpany's proposed
volunmes to 110 mllion barrels that the increnmental
vol ume woul d be 6, 834, 919?

A I would agree with that subject to check it
appears that that it is correct.

Q And then if we could go to the next row in
ny chart, it shows the cost of service increase that
results fromthe higher volunme level. And for purposes
of our calcul ation we have used a unit cost of fuel
and power and within fuel we do include the drag
resi stant agent | believe, and our increnental expense
figure is 8.78 cents per barrel. And what 1'd |like you

first to do is confirmwith ne that that's an accurate



3147

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

way to |l ook at the increnental cost of noving an

addi ti onal barrel of product.

MR, MARSHALL: | would object to the
guestion at this time because M. Finklea is
testifying about what he thinks it includes. |
don't think he's said that he knows whether it
i ncl udes drag reducing agent or not. And | don't
see the purpose of having a witness like this do
that kind of math when he has his own witness
avail able do it when he could have asked for a data
request earlier. This isn't anything new. This
coul d have been done earlier

I think those assunptions and premni ses are
not in evidence and asking this witness to try to
make sone assunptions and then do sone nmath is not
an appropriate use of our tine.

THE COURT: M. Finklea

MR. FI NKLEA:  Your Honor, if we go to
M. Collins' Exhibit 8-C at Schedul e 22.6, nothing
on this chart isn't taken right out of M. Collins
own exhibits. And if we want to do this the |ong
and hard way, which is apparently what M. Marshal
is suggesting, I'd ask the witness to turn to what
was premarked as BAC-8C, otherwi se known as Exhi bit

703-C, and if you'd go to schedule 22.6 of that
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1 Exhi bi t.

2 A ' m there.

3 Q Go to page 2 of 2 of that.

4 A I"mthere.

5 Q Make sure everybody el se gets there.

6 MS. SHOWALTER: Schedule 26 did you say?.
7 MR. FINKLEA: Schedule 22.6. | believe it's
8 page --

9 MR TROTTER 71. 71

10 MR. FI NKLEA: 69 of 71

11 Q (By M. Finklea) M. Collins, am| correct

12 that these -- the figures shown on Schedul e 22.2 of

13 Exhi bit 703-C, also known as page 64 of that exhibit,
14 shows the fuel and power?

15 A. I"'msorry, did you nean 22.6? | think you
16 said 22. 4.

17 Q Yes, you're right, 22.6.

18 A But to answer your question, yes, | believe
19 the fuel and power and D.R A. costs contained in this
20 schedule are -- we've used in our calcul ations.

21 Q If you add the power and D.R A costs per
22 barrel figure shown in the total row of that exhibit,
23 am | not correct that the per barrel cost is 8.78 cents
24 per barrel ?

25 A It appears -- subject to check that appears
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just doing the math in nmy head that that would be
correct.

Q So you agree that if we go back to ny Table
1 that in Row 3 | show that the incrementa
fuel power expense of 8.78 cents per barrel that that
cones from your Exhibit 703-C?

A Yes, | would -- I'"'msorry. | would agree
that the 8.78 cents per dollar per barrel amount is
consistent with what's shown on schedul e 22. 6.

Q So then doing the math across if we had --
if the conpany experiencing an increase in throughput
of 6,834,919 the increnental expenditure, which |'ve
shown in the third colum in second rowis -- the third
row -- the third row in second colum is $589, 000,
which | have rounded up for purposes of this Exhibit to
be 600 thousand. Wuld you agree subject to check that
that's the right math?

A I would agree with the math taking the
vol ume tines that nunber is correct, but | wouldn't
agree -- | guess | wouldn't agree first that that would
be a linear relationship. That's not ny area of
expertise.

I guess second, | wouldn't agree in terns of
maki ng just arbitrary adjustnments to volune assunptions

that that sone howis going to correlate to -- you can
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just flow through that to a test period cost of
servi ce.

I nmean we were attenpting to use changes
that are known, neasurable, and effective within nine
months, and | don't think any -- | wouldn't agree that
-- | think just making hypothetical volunme assunptions,
one, is appropriate to take to the data |I'm using; and
two, even if it were, | don't think you could just
sinmply take that anmount -- | believe that those costs
would go up at a greater rate than that.

But that's, again, just my genera
under st andi ng of how variable costs increase as a pipe
line gets closer to capacity.

Q It's your testinony that as additional
vol unes increase that the increnental cost of power and
drag resistant is not what's shown in Exhibit 703-C at

page 68 of 71 of 8.78 cents?

A Wel |, again, that's outside of ny area of
expertise. |I'mnot testifying as a hydraulic engineer
but I --

Q But your exhibit does show that as the
increnmental -- if we take the two figures from page 68

that is what you would show as the increnmental cost of
fuel and power; is that correct?

MR, MARSHALL: | would object to the form of
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the question because it's at one vol ume and not at
a much higher volune. | think the question is
trying to relate to linearity of a | ower vol une

wi th a higher vol une.

I think the question is confusing and
i mproper.

MR, FINKLEA: | don't think there's anything
confusing or inproper about it. W' ve taken two
figures fromthis witness's own cal cul ati ons of the
-- of these costs of fuel and power, and for an
illustrative purpose attenpted to isolate what the
i ncrenental effect of additional volunmes would be.
So we're not -- we're not offering Exhibits 726 for
t he purposes of determ ning the precise cost of
addi tional fuel and power but rather for the
purpose of trying to isolate what the effect of
addi ti onal volunes are on at |east one conponent of
the conpany's cost of service for illustrative
pur poses.

MR, MARSHALL: The problemis that the
exhibit that he's referring to shows that average
of the fuel and power for one year at one specific
volunme level, i.e. 103 mllion barrels. He then is
trying to extrapolate that average cost for fuel

and power to a nmuch different level, and it's
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i nappropriate.

THE COURT: And | think that's correct, and
I think that Counsel is asking the witness how
proper it is to do that and what the effect is.

M. Finklea, is that what you' re about here?

MR, FINKLEA: | am about attenpting to
establish if we isolate on that aspect of the case
that as volunes go up there is an increnental cost
associ ated with those increased volunes. And I'm
trying to get -- I'mtrying to discuss with the
wi tness and have as this illustrative exhibit what
based on the testinony of this witness and his
exhibits what the effect is of the increased
vol unes.

THE COURT: Very wel |

MS. SHOMALTER: Can | clarify? Isn't your
question if there were a linear relationship
bet ween cost established on the prior exhibit,
"Woul d the increnental cost be as shown on your
Exhi bi t ?"

MR. FI NKLEA: Yes, conmissioner. In that --

MS. SHOWMALTER: Ask if he knows that.

MR, FINKLEA: Yes, in that |I'mnot putting
forward 8.78 cents as anything other than the

result of the addition of the two figures that are
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shown on his exhibit. And if the record based on

his answers reflects that while that is the figure

that he isn't here to testify that that would be
exactly the precise incremental cost of additiona
fuel and power, | think the record will reflect
that without nmeking it inpossible to go through
these tables and establish at |least a relatively
accurate range of what the effect is.

THE COURT: Very well. The objection is
overruled. M. Finklea, you may proceed.

Q (By M. Finklea) So, M. Collins, if I add
approxi mately 600 thousand in increnmental fuel and
power associated with the additional approximtely 6.8
mllion barrels, am| correct that the next colum down
woul d show - -

THE COURT: Let's be off the record for a
few nonents pl ease.

(Di scussion off the record.)

(Back on the record.)

JUDGE WALLI'S: Let's be back on the record,
pl ease.

Q (By M. Finklea) if we could, M. Collins,
next focus on the 4th colum which is in ny Table 1
| abel ed Total TOC cost of service?

A Do you nean 4th row?
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1 Q No, | mean -- | nean -- yes, 4th row and

2 second colum, the colum under 110 million would show
3 a cost of service of 57,135,000 associated with a

4 vol une estimate of 110 nmillion barrels. Do you agree

5 with the math first of all?

6 A. Subj ect to check it appears that if you add

7 600 to 56,535,000 you do get 57,135,000. | think just

8 to make it clear | haven't characterized in ny

9 testinony where | believe what incremental expenses are

10 22.6 doesn't identify increnental expense, but setting

11 that aside for illustrative purposes, your nultiplying
12 the 8.78 cents tinmes those vol unes appear to -- the
13 mat h appears to -- | would agree with the math subj ect

14 to check.
15 Q Moving to the next columm that has as a
16 volunme figure 120 million barrels, do you al so agree

17 subj ect to check that the math under that columm is

18 correct? In that | have done 2 things. | have added
19 ten more mllion barrels to the second row under
20 I ncrenental Volunme and then taken that ten mllion

21 barrels and multiplied it by that sane 8.78 cent per
22 barrel incremental fuel and power expense and added
23 that incremental cost to the original cost of service
24 to have a new cost of service of 58,013, 000?

25 MR, MARSHAL: May | just have a continuing
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obj ection on the prem ses?
THE COURT: Yes.
MR, MARSHALL: Thank you.

A Yeah, | would agree -- | think I would agree
with the math subject to check for the results in the
colum that starts with the 120 thousand -- 120 million
barrel s as well

Q (By M. Finklea) And do you, going to the
next columm over that starts with 130, do you agree
that what we have done here is shown an additional ten
mllion in volunme, nultiplied that additional ten
mllion by the sane 8.78 cent per barrel increnenta
fuel and power expense to derive a cost of service

figure of 58,891, 0007

A. I would agree the math appears to be
correct.

Q Coul d you next turn to page 2 of the sane
exhi bi t?

A ' m there.

Q And focus on the columm that has the 103
mllion barrels and the row that's | abeled Total DOC

Cost OF Service, and | would like you to confirmfrom
what's been marked for identification as B --
originally it was marked as BAC-11C, and | believe that

i's now Exhibit 706-C?
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1 JUDGE WALLIS: Yes.
2 Q (By M. Finklea) And if you go to Schedul e
3 22 of that exhibit, | believe we have accurately

4 reflected the effect of using the depreciated origina

5 cost -- method of cost of service rather than the

6 trended original cost. And we show there a cost of

7 service figure of 50,020,000. |Is that a correct figure

8 first of all?

9 MR. MARSHAL: | would just object to all of
10 these exhi bits as speaking for thenselves. |If

11 M. Finklea wi shes to introduce them through his
12 witness, that's one thing. But just asking this
13 witness if the math is okay and if it cones from
14 these schedules is | think a | ess productive use of
15 our tinme than would ordinarily be the case. And
16 you can just ask himto nmeke these assunptions if
17 he wants rather than have himtry to verify nath.
18 MR. FI NKLEA:  Your Honor, | would like to
19 verify that the figures that are shown in this

20 colum conme fromthis witness's exhibit so that we
21 have a starting point fromwhich to do what | am
22 trying to acconplish on cross-exani nation, which is
23 to continue to isolate what the inpact of higher

24 volunes is on the conpany's cost of service.

25 THE COURT: Could we ask the witness to
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1 accept subject to his check that figures on your
2 proposed exhi bit are taken from his exhibit?.

3 MR. FINKLEA: That works for me.

4 THE COURT: Wbuld that work for you,

5 M. Marshal |l ?

6 MR. MARSHAL: It would with the added

7 provision that this witness has yet to agree with
8 M. Finklea that there is a linear relationship
9 bet ween the cost of fuel and power to these

10 i ncreases in nunbers so that the entire premise
11 is --

12 THE COURT: |'mnot certain that at this
13 poi nt anyone is contending that there is a linear
14 rel ati onshi p.

15 MR, MARSHALL: The docunment does by it's
16 assunptions contend that there's a linear

17 relationship. That's just the way the math works.
18 So the prem se of buying into the docunent is the
19 prem se that there is a linear relationship.

20 THE COURT: W understand that you object to
21 what's shown on the exhibit.

22 MR. MARSHALL: Right, and with that then |
23 thi nk we can probably nove this al ong.

24 THE COURT: Very well.

25 Q (By M. Finklea) If you would accept subject
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to check that the effect of using the depreciated
original cost nethod rather than the trended origina
cost nethod is to reduce the conpany's costs of service
fromwhat is shown on page 1 of ny illustrative exhibit
as 56,535,000 and it reduces that figure down to

50, 020.000, if you would just accept that subject to
check?

A Yes, | would agree that subject to check,
and it appears that's the only difference between these
two pages. The resulting remaining math is consi stent
bet ween those two and the ampunts before is just --
simply reflects the sane logic that you had on page 1
So that appears to be the only difference between these
two schedul es.

Q And t hen otherw se what we have done is,
again, isolating on volunes at 110, 120, and 130
mllion shown the additional expenses incurred assum ng
that the increnental cost of fuel and power is 8.78
cents per barrel?

A Yes, | would agree with the assunption that
the incremental cost is 8.8 cents per barrel, that the
mat h works out that that's how the cost of service
woul d change.

Q If you would turn to the next page, page 3,

am | correct that the colum that has the 103 mllion



3159

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

figure as the volune that is labeled -- | have a row
that is | abel ed Revenue Under Prior Rates, and, again,
com ng fromyour own Exhibit 703, am| correct that the
revenue under prior rates, if the conpany were to
experience the 103 million barrel throughput figure, is
$35, 457, 0007

A Yes, | would agree that the revenues under
the prior rates is |abeled on Row Number 3 is
consi stent with what shows up on schedule 22.2 and ny
Exhi bit 703.

Q And woul d you al so agree with ne subject to
check that the percentage figures shown in Row 2 of the
percentage increase in revenue associated with the
increases in volunme are 6.63 percent if the volune is

110 mllion, 16.32 percent if the volune is 120, and

26.01 if the volunme is 130, and that's nillions of
barrel s?

A Subj ect to check -- it's not as easy to do
it in my head, but | will agree that subject to check

that the anpbunts in Row 2 reflect the increases as
indicated in this table.

Q And then if we could turn finally to page 5
of my charts exhibit | have what's been | abel ed Table 3
TOC, which we nean the Trended Original Cost Method,

and am | correct that first of all, the proposed col umm
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was 103 million barrels accurately reflects what the
conpany is proposing as a rate increase based on its
cost of service figure of 56,535,000 in its proposed
t hroughput of 103, 165,081 mllion?

A. I would agree that the 103,165,081 is the
vol une assunption we've used as shown on page 1. There
was a part of your statenment prior to that | wasn't
sure what else | was supposed to be --

Q Do you agree just working down the rows that
the next row shows a total cost of service of
56, 535,000 and that is the conpany's recomended cost
of service in the rebuttal case, correct?

A Yes, that's correct, as we've said when we
di scussed page 1.

Q And the next row, the 35,457,000 is an
accurate portrayal of the revenue the conpany woul d
receive under rates prior to the interimrate increase
if 103,165,081 was the annual vol une throughput?

A. Well, | mght say it alittle differently.
This woul d be assuning that none of the rates FERC nor
WIC were changed, as is shown -- which is what is
refl ected on schedule 11, 22.2. That's what | would
say row 3 reflects.

Q So the next colum we've used the term

"Revenue Shortfall." Am1| correct in stating that the
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conpany's asserted revenue shortfall is 21,078, 000.
A Yes, | would agree with that?
Q And that's the basis of the rebuttal case

proposed 59.4 percent increase in rates?

A. | believe we used a figure of 59.5 percent,
but I'msure that's just due to roundi ng nunbers here.

Q That's pretty close for |awer math, right?
In the next colum over we have attenpted to show
bringing the figures forward fromthe previous col ums
that -- previous pages we were discussing the inpact of
i solating on increases in volunes and the incremental
costs of that, and | would like you to accept subject
to check that if the trended original cost nethod is
used and vol unes increase and the volunme assunption is
110 mllion rather than 103 that percentage increase
goes to 51.1 percent using the same cost of service.

A I would say the math works if you were to
assune the volune | evels showing this table of 110
mllion, 120 million, 130 mllion that the math works
out this way. But | would not agree that those are
appropriate adjustnents to nmake to the volunes. | nean
we're -- all of the data that we've used to conpute our
test period cost of service was based on taking data
that were fromour 12 nonth period of actuals and

maki ng perspective adjustnments for things known and
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1 measur abl e and effective within nine nonths. And it's
2 nmy -- I'mnot the person who provided the testinony on
3 the volunes, but | don't believe it's appropriate -- |
4 don't think there's any basis to assume vol unes higher
5 than that. | nean there's nothing that we've -- |

6 woul d believe that woul d suggest that nmaking -- taking
7 that adjustnment, which | would not believe is known,

8 measur abl e, and effective within the perspective rate
9 period or FERC test year would |l ead to a vol une

10 assunption of 130 mllion or 120 mllion or 110 mllion
11 for that matter and woul d suggest that the increases
12 that are shown on Line 5 are, in fact, correct.

13 Q So the record's very clear, M. Collins, I'm
14 not asking you to agree that 110 or 120 or 130 are

15 figures that you would use. You are aware, however,

16 that there is controversy in this proceedi ng about what
17 the proper volunme figure is to use for purposes of

18 cal cul ati ng ranges?

19 A. Yes, | would agree there's controversy, and
20 subject to check | would agree with the math contai ned
21 on -- | think in Exhibit 726. | agree with the math.
22 Q And then going to the |last page of this

23 exhibit, this is page 6 of 6 |'ve | abeled as Table 3,
24 DOC, do you agree that the -- first of all, start with

25 under the colum that has a volunme of 103, 165, 081 t hat
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if the DOC nethod is used for cost of service, that the
cost of service figure decreases to 50,020,000 and as a
result of that, the increase in rates necessary to
elimnate the revenue shortfall is 41.1 percent rather
than the 59 percent figure shown on page 57

A. Yeah, subject to check | would agree with
the math in the first colum of nunbers.

Q And t hen going across that sane table that
with 110, 120, and 130 nillion barrels as throughput
figures that we have shown the increase to be necessary
to elimnate the necessary shortfall and that those
figures are 33.9 percent, 24.9 percent, and in the
event that the throughput figure is 130 mllion, the
increase is 17.2 percent. And I just would ask you to
accept those subject to check?

A I would agree with the math subject to
check.

MR. FI NKLEA:  Your Honor, Tasco would offer

Exhi bit 726, and | have no further questions.

THE COURT: M. Marshall, do you object on
the bases you earlier stated?.

MR. MARSHALL: | object not only because
think M. Finklea said he woul d change | abel s on
colums, and for that reason alone | woul d object

to this docunent coming in this form Al the
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pages have the incorrect |abeling on them

And | also object that it nmakes assunptions
not in evidence, which is that there is a |linear
rel ati onshi p between the cost of power DRA and
i ncreased throughput.

This witness states affirmatively that he
doesn't believe the linear relationship exits. He
does have a Bachel or of Science Decree in Petrol eum
Engi neering, as his testinony shows, so it's not
just an idle hypothesis on his part that there is
no linear relationship. So for those two reasons
al one | woul d object.

A

THE COURT: M. Finklea, can you provide a
substituted | abel

MR. FI NKLEA: Absolutely, Your Honor. W
can certainly do that, and | could regarding the
whol e controversy about using the 8.78 increnenta
fuel and power nunber, | have al ready represented
that is sinply a nunber we've taken fromthe
W tness' own exhibits without -- we're not asking
the witness to assunme that every increnmenta
movenment of product has the same figure, but we
have used this for illustrative purposes.

THE COURT: We understand that. W overrule
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M. Marshall's objection on that basis, and we'l
accept a substituted Exhibit of 726. When will you
have that for us.

MR. FI NKLEA: We can certainly have it

tonorrow norning. We'll try to have it --
THE COURT: Very well. Tonorrow norning
will be fine.

MR. FINKLEA: And the label | will use to
make sure that we've got the right label for it is
O ynpic's Proposed Vol umes for Purposes of
Est abl i shi ng Rates.

THE COURT: W II that work for everyone?.

MR. MARSHALL: | think he added before, July
2001 to June 2002 in his earlier description, which

woul d probably be best.

MR, FINKLEA: | can certainly do that if
t hat hel ps.

THE COURT: Very well. OCkay. Wth that the
substituted exhibit will be received.

MR. FI NKLEA: Thank you, Your Honor. No
further questions.

JUDGE WALLIS: M. Brena.

MR. BRENA: | first would like to nove
Exhi bit 725 into the record, which is Brett

Col l'ins' deposition of June 24th. And there is --
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THE COURT: Excuse nme, M. Brena, could you
nove the m crophone forward, please. Turn it on
and holler at it.

MR. BRENA: Maybe I'Il swap this one out for
a longer cord. | would like --

THE COURT: Yeah, if you'll remnd us at the
break, | think we can adjust it for a |onger cord.

MR. BRENA: | would like to nmove Exhibit 725
into the record, which is a deposition of Brett
Col lins dated June 24th. And | would just note
that there is an exhibit to the deposition
captioned Additional Work Papers for Brett Collins,
which |I'm happy to leave in as part of 725 or
i ndependent |y nunber whatever --

THE COURT: In that regard |I've | ooked at
that exhibit and it consists of ten separate
tabl es, sone of which are multipage, and there are
no page numbers. So as we ask how to identify this
let me ask you if you plan to ask any questions
about the docunent in the course of your
exam nation today?

A Perhaps. Likely. Yes.

THE COURT: Let nme ask howthe -- |let's be

off the record for and administrative discussion.

(Di scussion off the record.)
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