3784

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

BEFORE THE WASHI NGTON UTI LI TI ES AND

TRANSPORTATI ON COVM SSI ON

WASHI NGTON UTI LI TI ES AND ) Docket No. TO- 011472
TRANSPORTATI ON COWM SSI ON, ) Vol ume  XXXI
Conpl ai nant, ) Pages 3784- 4054
V.

OLYMPI C PI PE LI NE COVPANY,
I NC. ,
Respondent .

— N N e N N N

A hearing in the above matter was
held on July 1, 2002, at 9:46 a.m, at 1300 S.
Evergreen Park Drive Southwest, O ynpia, Wshington,
before Adm nistrative Law Judge ROBERT WALLI S,
Chai rwoman MARI LYN SHOMLTER, Commi ssi oner RI CHARD

HEMSTAD, and Comm ssi oner PATRI CK OSHI E.

The parties were present as
fol |l ows:

OLYMPI C PI PE LI NE COVMPANY, | NC.,
by Steve Marshall, Attorney at Law, One Bell evue
Center, Suite 1800, 411 108th Avenue, N. E., Bellevue,
Washi ngton 98004, W/IIliam H Beaver, Attorney at Law,
1201 Third Avenue, Suite 2900, Seattle, Washington
98101, and Arthur W Harrigan, Attorney at Law, 999
Third Avenue, Suite 4400, Seattle, Washington 98104.

TESORO, by Robin Brena, Attorney
at Law, 310 K Street, Suite 601, Anchorage, Al aska
99501.

Barbara L. Nel son, CCR
Court Reporter
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TOSCO CORPORATI ON, by Edward
Fi nkl ea, Attorney at Law, and Franci e Cushman, Law
Clerk, 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 ngton 98504-0128.
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1 JUDGE WALLIS: Let's be on the record,

2 pl ease, for our July 1, 2002 session in the matter of

3 Conmi ssi on Docket TO-011472. We did have a brief

4 admi ni strative discussion this norning and have a

5 couple of matters to note.

6 First of all, it's ny understanding that

7 QO ynpic is withdrawi ng the proposed testinony of

8 Wi t ness Beaver; is that correct?

9 MR. BEAVER: That is correct, Your Honor
10 JUDGE WALLIS: Thank you. And we have had
11 di stributed for the exani nation of M. Hanmer a
12 docunent consisting of one page, entitled O ynpic
13 Pi pe Li ne Company Various Base and Test Year
14 Concepts. This is presented by Tesoro for possible
15 use on Ms. Hammer's exani nation, and we are assi gning
16 Exhi bit Nunber 867 to this docunent.

17 M. Brena reminds us that during the

18 exam nation of M. Collins, he did distribute a

19 docunent, which was nunbered 729, consisting of the
20 text of 18 CFR Section 336.2, and let me ask if

21 there's objection to receiving that docunment in

22 evidence? W note that it is not a conplete version
23 of Section 336, and parties who believe that it is
24 either not current or not appropriate or inconplete

25 may offer a supplenent to this, as well. W've also
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-- | think we've previously comented on the record
while it may be permissible -- legally permssible to
cite to docunments, that our experience has been that
it is often helpful to have a copy in the record so
that there is easier reference. M. Mrshall.

MR, MARSHALL: | think actually the
citation that you had in mnd was 18 CFR 346. 2.

JUDGE WALLIS: I'msorry. Wuld you repeat
that, please?

MR, MARSHALL: 346. 2.

JUDGE WALLI'S: 346.2, thank you.

MR, MARSHALL: Not 336.2. And that only
goes to ny observation that we ought to just refer to
what ever's current and whatever's conplete. W had a
simlar issue cone up earlier. That's all.

CHAI RWOVAN SHOWALTER:  You really need to
get it closer to your nouth. Just raise it up.

MR. MARSHALL: | notice that the w tnesses,
they can speak sonewhat further back and it picks up.
Are these m kes sonehow varied by inportance?

CHAl RWOVAN SHOWALTER: Wl |, for whatever
reason, all three of you, excluding M. Finklea, all
four of you have very soft voices that don't project.

MR, MARSHALL: W can't blame the poor

m kes, then.
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CHAI RWOMAN SHOWALTER:  No.

MR. BRENA: There's not -- people aren't
just turning down the attorneys' mkes?

MR. MARSHALL: That's been known to happen

JUDGE WALLIS: Maybe we shoul d check the
amplifier in the back room

MR. BEAVER: Don't include nme in that
group. | am | oud.

JUDGE WALLIS: If you pretend it's an ice
cream cone and you're about to take a lick, don't do
it, because |I'msure it tastes icky, but I'm
relatively soft-spoken and find that if | get very
close to the mcrophone, that |I can hear nyself, and
that's a pretty good clue that others can hear ne, as
wel | .

Al right. 1Is there any other
adm nistrative matter? W have reviewed the schedul e
and note that it is a challenge. W have not cone to
a final resolution about how to proceed, except the
parties have pledged to minimze their exanm nation to
matters that are essenti al

Ms. Hammer, you have previously been sworn
inthis matter, and | believe when you | ast were on
the stand, M. Brena had just begun his exami nation

Is that correct?
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MR. BRENA: Yes, Your Honor.

JUDGE WALLIS: Very well. Wuld you
proceed?

MR. BRENA: Yes, certainly.

JUDGE WALLIS: ©Oh, excuse ne just a mnute.
Pl ease excuse the interruption. M. Brena, please
proceed.

MR. BRENA: Good norning, Chairwoman,

Comm ssi oners.

CROSS- EXAMI NATI ON (CONTINU NG
BY MR BRENA:

Q Good norning, M. Hanmer.

A. Good nor ni ng.

Q I'"'mgoing to start out by just asking you
some questions about your particular background with
different financial and regulatory matters, okay. Do
you consi der yourself an expert in financial
accounting matters?

A My experience has been in the financial
accounting --

Q Are you a CPA?

-- area. No, |'mnot.

I'"'msorry. You re not a CPA?

> ©o »

No.
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1 Q Have you sat for the CPA exanf?

2 A No.

3 Q Okay. Do you consider yourself an expert
4 in regulatory accounting nmatters?

5 A No.

6 Q Do you consider yourself an expert with

7 regard to ratenmeking nmatters?

8 A. No.

9 Q Okay. Have you ever been involved in a

10 rate case before this one?

11 A No.

12 Q Have you ever been put in a position of

13 having to judge what costs are recurring and what

14 costs are not recurring for the purposes of

15 r at emaki ng before?

16 A | believe | said that | was not involved in

17 rat emeki ng previously.

18 Q Oh, at all?
19 A Ri ght .
20 Q So you' ve never been involved at all in

21 applying the regulatory filter or standards to a
22 particul ar set of financial or regulatorily stated
23 costs?

24 A No, | don't have experience in that.

25 Q Okay, okay. Wth regard to your experience
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in financial accounting, is it on the financia

reporting side of financial accounting?

A. Yes.
Q Is it also on the accounts payabl e side?
A Yes.

Q Wth regard to O ynpic and your position
with Oynpic, do you review the financial reporting
and the accounts payable? Do you oversee those, both
t hose sections?

A. My function at Qynpic is the financia
reporting side. | also work with Accenture on their
gathering of the data and recording of the data.

Q Okay. Well, we'll return to that in a
little while in nore specificity, but I want to just
talk a little bit about Aynpic's accounting systens.
Are you famliar with the Equilon accounting system
that had previously been operated?

A No, I'm not.

Q Have you ever had an opportunity to review
the cost or balances with regard to the Equilon
accounting systenf

A | reviewed the bal ances that were brought
forward from Equil on.

Q Do you -- have you ever had access to the

detai |l s behind the nunbers?
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1 A. Not personally. Accenture was involved in
2 the transition period of bringing those bal ances

3 forward, as well as a teamthat was established

4 wi t hin BP group.

5 Q Do you have any personal know edge of

6 whet her or not the bal ances that were brought forward
7 from Equilon's books to BP's books were accurate?

8 A I was not responsible for Aynpic at the
9 time the bal ances were brought forward into BP's

10 financial system

11 Q So the answer to my question is no, you
12 have no personal know edge of those bal ances or

13 whet her they're accurate?

14 MR, BEAVER: |'m going to object. The

15 qguestion, as worded, is conpound, because | think it
16 sai d whet her she has personal know edge of the

17 bal ances. | nmean --

18 MR. BRENA: The accuracy of the bal ances
19 brought forward.

20 MR. BEAVER  Then |'I|l withdraw the

21 obj ecti on.

22 THE W TNESS: Again, | was not involved
23 with Qynpic at that time. | came to Aynpic in

24 Novenber of 2000. There was a team from BP that

25 brought those bal ances forward.
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1 Q Ms. Hammer, it would be very, very fast if
2 -- if you'd answer yes and no, and then with the
3 explanation. |s the answer -- is the beginning part

4 of the answer to the question, is it no?

5 A. No, | was not personally involved.

6 Q Okay. When the bal ances were carried

7 forward by the BP team are you aware of whether or
8 not any of those existing bal ances were audited at

9 all?

10 A. It is ny understanding that there was an
11 audit being perfornmed when | cane on board with

12 A ynpi c.

13 Q Was it the audit having to do with those

14 account bal ances bei ng brought forward?

15 A. That is ny understanding, yes.

16 Q And has that audit been conpl eted?

17 A No, it has not.

18 Q And how | ong has that audit been ongoi ng?
19 A. It's, frommy understanding, it still has

20 not been finalized. So since |I've been with O ynpic.

21 Q And how long is that, please?

22 A Si nce November of 2000.

23 Q Who is doing the audit?

24 A | believe at the time it was Arthur

25 Ander sen.
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1 Q At the tinme you cane on board, it was

2 Art hur Ander sen?

3 A | believe so, yes.

4 Q Is that who's doing it now?

5 A No.

6 Q Who's doing it now?

7 A E&Y.

8 Q Are you aware that at the tinme when BP

9 Pi pel i nes took over the operation, that Equilon

10 renoved their conputers and their bookkeepi ng systens
11 from A ynpic?

12 A Yes, that is my understanding.

13 Q So they actually physically took the

14 conpany's books and records when they left; is that
15 fair to say?

16 A | don't believe | would state it as books
17 and records. They renoved their conputer system

18 Q And in their conputer systemwere -- was

19 the support for all the financial information

20 underlying the bal ances that were brought forward?
21 A Yes, | would have to say that the support
22 was in their conputer system |I'm-- | can't say for
23 sure that that information wasn't sonewhere el se, as
24 wel | .

25 Q Well, you're aware of the difficulty that



3798

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

the parties have had trying to get discovery of the
information fromthe Equilon system are you not?

A Yes.

Q And it's been repeatedly represented to the
parties that O ynpic doesn't have access to those
books and records readily and has to ask Equilon for

those records; is that correct?

MR, BEAVER: |I'mgoing to object. There's
no foundation. | think it mischaracterizes the
testi nony.

JUDGE WALLIS: If -- | think this is al

right as a prelimnary question, and if the
characterization is not correct, the w tness may
identify that.

Q Do you have the question in mnd?

A No, | don't.

MR. BRENA: Could | have the question read
back, pl ease?

(Record read back.)

THE WTNESS: Yes, it is ny understandi ng
that we do not have the detailed records from Equil on
as far as the | edger detail

Q Are you aware that it's Oynpic that has an
affirmative obligation to nmintain proper books and

records for the regul atory agencies?
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MR, BEAVER: (bjection, no foundation.
Al so, apparently calls for a | egal concl usion.

MR. BRENA: | asked if she was aware of
that, that |legal obligation. | wasn't asking for --
she is or is not.

JUDGE WALLIS: The witness may respond as
to the extent of her know edge.

THE WTNESS: |I'mnot a | egal expert and
really don't have any know edge in that field.

Q You don't have any understandi ng of whet her
or not a pipeline conpany is responsible to maintain
its own books and records; is that what you're
sayi ng?

A. No. A conpany is responsible for
mai ntai ni ng their books and records. Equilon, as the
operator, maintained those books and records for
a ynpi c.

Q Has O ynpic taken any steps to get the
records back from Equil on?

A Yes.

Q What steps has it taken?

A A ynpic has contacted Equilon in trying to
obtain the information or inquire as to the |ocation
of those records.

Q When was this inquiry nmade?
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A. | did not personally nake that inquiry. It
was ny understanding that the inquiries had been
made. | don't know exactly -- the exact dates of
t hose inquiries.

Q Have they proved fruitful?

A. O ynpic did receive sone information.
don't recall exactly what all the information was
that was received. That was primarily headed up out
of the BP controller's group.

Q It seens to nme that if one of us were to
own a business and have soneone manage it, and when
we fired one manager and hired the other, they took
all the conpany books and records, it seens that it
woul d be reasonable that you would be fairly
aggressive in trying to get your books and records
back. Has O ynpic done -- taken any |egal steps
what soever to try and obtain its own books and
records back?

A | don't know that | can answer that. 1've
not been personally involved in attenpting to get
t hose records.

Q But you're not aware of any |egal actions
that have been taken, then?

MR, BEAVER: (Obj ection, asked and answered.

JUDGE WALLI'S: The question is allowed.
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THE W TNESS: Again, | don't -- | don't
know. | have not been involved in that end.
Q Okay. Now, the account bal ances went from

Equi l on' s accounting system which was what kind of
accounti ng systenf

A. | don't recall the exact system

Q Into the accounting systemthat BP used at
the tinme it took over A ynpic, which was what kind of
accounting systenf

A. The system was called | SP.

Q And do you have experience -- would you
consi der yourself as having extensive experience in
BP's | SP accounting systenf?

A. No, not extensive experience.

Q Is it fair to say that, prior to O ynpic,
that you had very little experience with actually
wor ki ng with | SP?

A I had sone experience.

Q How | ong was the -- were the books and
records nmmintained within BP's | SP systenf?

A They were nmaintained in the ISP system from
approximately July of 2000, when we took over
operatorship, until My of 2001.

Q And so if | understood correctly, when you

came to work for Oynpic, part of the tinme that you
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were there, the books and records were maintai ned
under the | SP systenf?

A That's correct.

Q Now, why did BP change from-- | mean, they
becane the operator, they just attenpted to convert
all the books over to one whole new accounting
system and they kept that accounting systemin place
for eight nmonths, and then they converted it over to
anot her accounting system Wuld you explain why BP
made that choice?

A The | SP system was no | onger being
supported by the BP Corporation, and it was a
corporate incentive to change all of BP s pipelines
and conpani es over to the SAP system

Q So it was unrelated to anything to do with
O ynpic itsel f?

A. That's correct.

Q Did A ynpic discuss whether or not this
accounting change should occur with its operator?

A I'"mnot sure | understand your question.

Q Well, you're in the middle of what is an
unusual period for the operation of the conpany, you
have a -- you hire a new operator, they cone in,
convert over one entire systemto another system and

eight nonths later, they're tal ki ng about converting
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1 to athird system Did Oynpic sit down with the

2 operator to discuss the prudency or feasibility of

3 maki ng t hat change?

4 A Can you identify who specifically you're

5 tal ki ng about when you nention that O ynpic

6 di scussed?

7 Q Wel |, does anybody at O ynpic question

8 anyt hing the operator says? Let nme rephrase that.

9 Does -- was this a change that was inposed on Oynpic
10 by its -- well, first of all, Oynpic didn't request
11 this change; correct?

12 A No.

13 Q Did O ynpic question the prudency of meking
14 a change at this tinme in its accounting system for

15 its operator's change?

16 MR, BEAVER: Excuse nme. 1l'mgoing to

17 obj ect because | think the testinony has been it's a
18 BP change; it's not an O ynpic change. So | think

19 the question is m sleading.

20 JUDGE WALLIS: | think M. Brena's question
21 is ainmed at aski ng whether anyone associated with

22 O ynmpic tal ked with BP about the change and whet her
23 it would be appropriate at that tine. 1Is that

24 essentially your question?

25 MR. BRENA: Yes, it is, Your Honor
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JUDGE WALLIS: As thus phrased, does the
Wi t ness understand it and can the witness respond?

THE WTNESS: | think so.

JUDGE WALLI'S: Pl ease proceed.

THE W TNESS: Al though I was not involved
in those specific discussions, it was ny
understandi ng that since all of BP' s pipelines and
pi pel i ne conmpani es were being transitioned to the SAP
system and | SP was no | onger being supported, it
woul d be reasonable for Oynpic to switch over to the
SAP system at that tine.

Q Ms. Hammer, my question didn't go so much
to -- ny question went to did anybody from Qynpic --
did you or anybody from O ynpic discuss this change
with BP personnel and whether it was reasonable? O,
for that reason, they didn't discuss it. | nmean,
were there conversations -- let me phrase it this
way. Were there any conversations about whether or
not it was in Oynpic's interest to make this change
in accounting at this tinme?

A I had di scussi ons about swi tching over to
SAP. | nean, | personally believe it was in
A ynpic's best interest.

Q And those are the conversations that you

had with the operator?
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A Those were the conversations | had with the
BP's controllers group.

Q Okay. Now, what is -- what current system
does A ynpic's operator currently use?

A SAP

Q And then there was a conversion of all the

information fromBP' s | SP systeminto its SAP system

correct?
A That's correct.
Q Okay. Now, sone of that information that

was converted fromBP' s | SP systemto BP's SAP system
was the same information which was converted from
Equilon's prior system correct?

A Yes, that's correct. Some of the bal ances
woul d have been those carried forward.

Q Let me just ask a kind of sinple question.
How do you know that the rate base nunber, for

exanpl e, that was carried forward was correct?

A | don't believe I can comrent on rate base,
since I'"'mnot the expert. |'mnot sure what nakes
t hat up.

Q How do you know that the investnent

bal ances that were carried forward on the books --
the capital investnent bal ances that were carried

forward on the books from one systemto the other,
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1 that they were properly stated in the first instance?

2 A You nean on Equilon's books?
3 Q Yes.
4 A Equilon is a fairly large conpany. They

5 have processes and controls in place, just as BP

6 does. | would have to rely on their processes and

7 controls to ensure the accuracy of those nunbers.

8 Q Does anybody that's involved in this rate
9 case, has anybody that's involved in this rate case
10 confirmed that the -- that the investnment nunbers,
11 bal ances that were carried forward were accurate or
12 correct?

13 MR. BEAVER: |1'mgoing to object. | think
14 the question is vague and anbi guous. |'m not sure

15 what anybody involved in this rate case neans.

16 MR, BRENA: Well, a witness.
17 MR. BEAVER: | then withdraw the objection
18 Q Is there a witness involved in this rate

19 case that has personal know edge that the investnent
20 nunbers that have been carried forward through this
21 series, that they're accurate and correct?

22 A Yes, it is my understanding that M. Fox
23 had been involved in some of that information.

24 Q So it's your testinony that M. Fox has

25 done an independent investigation with regard to the
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i nvest ment nunbers under the Equilon systen?

MR, BEAVER: (Objection. | think that
m scharacteri zes the question and answer that was
just given. | don't know what an independent
i nvestigati on nmeans.

JUDGE WALLIS: Could you rephrase the
question, M. Brena?

MR. BRENA: Certainly.

Q | understood your earlier testinony to mean
that people within BP did not | ook behind the nunbers
that were carried forward from Equi |l on because they
didn't have access to the information. Did
under stand your previous testinony correctly?

MR, BEAVER: (bj ecti on.

THE W TNESS: No. Sorry.

JUDGE WALLIS: Let the witness respond.

THE WTNESS: No. Could you say that
agai n?

Q Okay. Equilon has a bal ance, an investnent
bal ance, correct, that was carried forward into the
BP | SP system which was then carried forward into
the BP SAP systeny correct?

A That's correct.

Q Okay. The nunber that's in the Equilon ISP

system who has been a witness in this rate case has
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i nvestigated the information behind that nunber to
det ermi ne whether or not the nunmber for investnent
that's stated is accurate or correct?

A As | stated earlier, I was not involved
with O ynpic when those bal ances were brought
forward. M. Howard Fox was part of that transition
team He possibly could answer nore of your
questions than | coul d.

Q Would M. Fox have access to Equilon
informati on that you did not have? |If you know?

A | don't believe | can answer that without

knowi ng what information M. Fox has.

Q Well, I"'mtrying to put all these pieces
together. | mean, so help ne, either BP knows what's
behi nd the Equilon nunbers or it does not. If it

hasn't seen the underlying financial infornmation
because it hasn't been provided from Equil on, then BP
can't know what's behind the nunbers, Has BP had
access to Equilon's books and records so that it
knows what's behind the bal ances that were carried
forward or not?

A I don't know what information was provided
to BP since | wasn't here at that tinme.

Q Have you personally seen any infornmation

t hat denonstrates what's behi nd the nunbers that were
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carried forward from Equil on?

A Since | was not involved in that process,
no, | have not seen that information. Accenture was
i nvol ved and BP was involved, and what information
they revi ewed and what information they |ooked at,
don't believe | can -- | can testify to that.

Q Okay. Now, how often does BP Pipelines
convert its financial records into regulatory
reporting records?

A. They are reported annually.

Q So they maintain themwthin their
financial reporting systemand then, at the end of
the year, they convert their financial reporting
information into regulatory reporting information.

I's that your understandi ng?

A I don't know if convert is an appropriate
word to use. The information is extracted in -- from
the financial systeminto the regulatory format.

Q Okay. How does O ynpic maintain its books?
Does it keep track of its information on an accrua

basis, on a cash basis, or on a m xed basis?

A On an accrual basis.
Q I'"d like you to describe for nme the
accounts payable system |If | do some work for

A ynpic, where do I send ny invoice? Not that that
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will ever happen, but --

A The invoice would be sent to Houston, or to
Accenture's office.

Q And then it would be coded into outside
services legal, assunmng | was doing |legal work and
not digging a ditch?

A Actual |y, when you performa service, you
are provided with what's called a pay key fromthe
person who has requested your service. That pay key
hol ds the account codi ng which would code it to
out si de servi ces.

Q Okay. And if | performservices relative
to Whatcom Creek, where would | send ny invoice?

MR. BEAVER: Excuse nme. | need to ask for
aclarification. Are we tal king about |egal services
or other?

MR. BRENA: Well, | intend to get into that
if she makes a distinction.

Q If it were not related to legal and |

wor ked on What com Creek, where would | send ny

i nvoi ce?

A You woul d send your invoice to the project
manager .

Q And that is sonmeone in Renton?

A | believe so, yes.
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Q Wul d I send ny invoice somewhere else if
it was for |egal work?

A Yes.

Q VWhere would | send ny invoice if it was for
| egal work?

A To M. Beaver.

Q And then -- okay. So we have -- do we only
have three places to send invoices within O ynpic or
are there nore?

A. As far as |'maware, there is only three.

Q Why do you qualify it with as far as you're
aware? Are you aware of how many pl aces invoices are
sent for dynpic?

A. | suppose they could send invoices for
O ynpic to BP, as well.

Q By BP, do you nean BP Pipelines?

A. Yes.

Q And where in the United States woul d that
i nvoi ce go?

A If it was sent directly to BP Pipelines, it
woul d be sent to Chicago.

Q And what sorts of invoices would get sent
directly to BP?

MR. BEAVER: Could | ask for clarification?

Are we still talking about Whatcom Creek-rel ated
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i nvoi ces? Okay.

MR, BRENA: No, we are not. We're just
tal ki ng about the invoice systemin general, the
accounts payabl e systemin general

Q So we have Chicago as a possibility, M.
Beaver as a possibility, Houston as a possibility,
and Renton project managers as a possibility. Those
are the four possibilities?

A That's where the invoices could be sent,
yes. The only way to get theminto the financia
systemis through Houston.

Q Okay. So let's just -- okay. First, I'm
going to try and sinmplify this a little bit. If I'm
provi di ng services to Aynpic, who do | actually
contract with? |Is it a project nmnager?

A Yes.

Q And | asked if all those project managers
were in Renton. Are they all in Renton or are they
di spersed in different parts of the country?

A They are either in Renton or in Chicago.

Q Okay. So dependi ng on what needed to be
done -- well, does that apply to |l egal services, as
wel |, that a project nmanager woul d authorize those,
woul d be the contracting point for outside services?

A Legal services would be contracted through
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d ynpi ¢c''s managenent .

Q Okay. So in ternms of a contracting point,
we have project managers in Chicago, we have project
managers in Renton, and then we have A ynpic's
managenent. Are those the only three possibilities
for contract points for outside services?

A Coul d you clarify that?

Q Well, 1'mwondering, for outside service
providers for Aynpic, who is their contact point
that reviews and assigns these pay keys, these coded
pay keys? It could be a project manager in Chicago,
it could be a project manager in Renton, or it could
be a nenber of A ynpic's managenent. Are those the
three different sources that could provide the pay
keys?

A Yes.

Q Okay. Does M. Beaver fall into this
equation, too? | nean, if |I'mdoing |egal services,
is M. Beaver ny contact?

A I'"mnot sure | understand your question.

Q If | provide legal services for QO ynpic,
who is ny contact point that assigns ne nmy pay key?

A. You know, |I'm not the expert on how the
| egal services -- M. Talley mght be a better person

to ask about how that particular process is
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structured.

Q Now, M. Talley is an engineer; right?
A No.
Q M. Talley is not an engi neer?

A. No, he's the vice president of O ynpic.
Q Okay. Okay. The project nmnagers in
Chi cago, are you famliar with their training or
experience or famliarity with regul atory ratemaking?
A I don't believe |I can answer that.
Q The project managers in Renton, are you

famliar with their famliarity with ratenaking

concepts?
A I don't believe |I can answer that.
Q How about O ynpi c managenent? |Is there

sonmeone within Aynpic's managenent who is famliar
with regul atory ratemaki ng?

A Since I'"'mnot famliar with regulatory
ratemaking, | don't believe I can answer any of those
guesti ons.

Q Okay. Now, do you have personal know edge
of whether or not those pay keys that are assigned by
proj ect managers in Chicago, by project nanagers in
Renton, by dynpic's managenent, whether or not those
pay keys are consistent with regul atory ratenaking

principl es?
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A I don't know that | understand that
questi on.

Q How do you know the nmoney's getting in the
ri ght box?

A. I still don't understand what you're --

what you're asking.

Q How do you know that the pay keys that are
bei ng assigned by the contact points are correct for
financial reporting, regulatory reporting, or
r at emaki ng?

A The people that are providing the pay keys
are the people that have hel ped set that pay key up
as far as what codes or what accounts it identifies.

Q Is any of the people who are involved in
assigning those pay keys, do any of those peopl e,
that you know of, are any of them experts in
financial -- in financial accounting? | nean, is

there an accountant involved in this process

anywhere?
A Yes, at Accenture.
Q Does Accenture provide the pay keys?
A Accenture does set up some pay keys, yes.
Q Ckay. And I'mnot -- I'"mjust trying to
get to clarity here. If |I'man outside service

provider and | contract with the project manager in
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Renton, that person is nore |likely than not an
engi neer; correct?

A I'"msorry, could you repeat that?

Q If I contract for outside services with a
proj ect manager in Renton, nore likely than not,

those project managers are engi neers; correct?

A It could be an engi neer, yes.

Q Is it ever an accountant?

A Accountants don't contract for services.
Q No, | mean -- okay. | nean, the person

that assigns the pay key, the person that assigns the
pay key, the project nanager in Renton that assigns
the pay key to an outside service provider, that
person is an engi neer; correct?

A. It could be an engi neer, yes.

Q Could it be an accountant? Do you have any
accountants who are project nmanagers?

A Al'l of our accountants are Accenture
enpl oyees.

Q Okay. Do any of the people who assign
these pay keys to outside service providers, do any
of them have an accounti ng background?

A I don't know.

Q Are you generally famliar with who the

proj ect managers are?
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Yes, in general

Are they engineering types?

> o >

Sorme of them yes.

Q VWhat ot her types are there for project
managenent ?

A There are the team | eaders within BP -- or
within Oynpic's managenent are also -- well, they
woul d al so provide pay keys. Did | answer that

correctly?

Q Well, it's hard for me to tell, honestly.
A I think I lost track of the question
Q Well, let nme ask it this way. The people

who are providing the pay keys, now, it's that pay
key that Accenture enters into the financial system
correct?

A That's correct.

Q Okay. So that pay key deterni nes what box
this nmoney goes into; correct?

A That's correct.

Q Okay. Does anybody that assigns those pay
keys that you know about, the project nanagers in
Chi cago, the project managers in Renton, or AQynpic's
managenent, do any of those pay key providers, that
you know of, have a single course in accounting?

A I don't know. [It's not necessary to know
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t he accounti ng.

Q Okay. |1'mjust wondering if they do, if
you know that one person who assigns a pay key has
one course in financial accounting?

A I don't know.

Q Okay. Do you know whet her any of them have
any famliarity at all with regulatory accounting for
reporting purposes?

A Coul d you repeat that question?

Q Well, et me phrase it this way. The pay
key that they assign, that pay key is a financial pay
key; right? Financial reporting GAAP pay key; is

that correct?

A. The pay key identifies financial accounts,
yes.

Q Okay. Not regulatory accounts; financia
accounts?

A The financial accounts are identified as

regul atory accounts, as well

Q The pay key that they provide, is it a pay
key into the uniformsystem of accounts for
regul atory reporting purposes under FERC or is it a
financial reporting and accounting pay key? Which
world is it fron®

A It's all the sane financial system The



3819

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

accounts can be grouped into FERC categories or they
can be grouped into financial reporting categories.

Q Okay. So far as you're aware, it's true
that none of the project managers or people who
assi gn pay keys have ever been involved in regul atory
rat emaki ng; correct?

MR, BEAVER: |I'mgoing to object at this
point. This has clearly been asked and answer ed.

MR. BRENA: | don't think it's been
answered. |I'mtrying to -- I've shifted from
financial to regulatory accounting reporting to now
I'"mtal ki ng about ratenmeking and the key providers.

I don't think it has.

JUDGE WALLIS: The witness may respond.

Q Do you have the question in mnd?
A No.
Q I''m searching for the background and

experience of these project managers, the key givers
here. Are you aware whether or not any of them have

any experience with regard to regul atory ratenaking

matters?

A I don't know.

Q Ckay. Now -- now, the information -- ['m
an outside service provider, | get a pay key, |

provi de services, my invoices go to one of four
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1 pl aces, and then they're ultimately -- they're

2 ultimately all sent to Houston for entry in the

3 financial reporting systenf

4 A Yes, they're scanned into the system

5 Q Ckay. And so what Accenture does is they
6 take the pay key and they take the code and they

7 input it into the financial reporting system

8 correct?

9 A No, they scan the docunent into the SAP
10 system

11 Q And then they put the nunbers according to
12 the pay key into the financial reporting systenr

13 A That part, |I'mnot exactly sure how that
14 gets set up within SAP. It's ny understandi ng that
15 the pay key designates the person who requested the

16 services. The pay key then contains the accounts. |

17 don't know whether -- | don't believe Accenture

18 actually enters the account. |It's pulled fromthe
19 pay key.

20 Q What do you nean, it's pulled fromthe pay

21 key? Explain what you nean, please.

22 A The pay keys are set up in the financia

23 systemor in the conmputer. When that pay key is

24 scanned in, it then extracts the account that's been

25 designated for that pay key.
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Q Ckay. In the whole process, would you
identify the person who has determ ned that any cost
that's been incurred for Aynpic is nonrecurring in
nat ur e?

A. Coul d you repeat that again?

Q ' mwondering where within this process --
it goes fromthe contract to a key provider into the
financial records, converted into regulatory
reporting records, and then it's going into a rate
case. Who is the person that reviews what's behind
the nunber in every category to determ ne whet her or
not it is recurring or nonrecurring for rate
pur poses?

A. | believe M. Talley and/or M. W cklund

coul d answer that question better than | coul d.

Q M. Talley is a regulatory ratenaking
expert?
A | believe you asked whether it was

recurring or nonrecurring, and M. Talley could
address those questions nore appropriately.

Q Can you direct nme to what expenses you
provided to M. Collins that had been adjusted for
because they were nonrecurring in nature?

A The litigation costs for this case were

provided to M. Collins.
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Q Any ot her expense?

A The renedi ati on was also identified to M.
Col lins as an accrual.

Q Now, |'m not asking what expenses have been
identified to M. Collins. |I'm-- for exanple, the
litigation expenses. They weren't reduced at all
were they? They were nornalized over a period of
time?

A M. Collins made that cal cul ation.

Q Now, when M. Collins was on the stand, he
i ndi cated that he used the nunbers which were
provided to himin his nodel, except as indicated
otherwi se. Do you know of any expense itemthat
anyone has elimnated as a nonrecurring expense in
this rate case?

A | believe that the expenses provided to M.
Collins are what | understand as reasonabl e
expenditures that are expected over the next severa
years.

Q Do you have ny question in mnd?

A Evi dently not.

Q Okay. M question is can you direct nme to
one penny of expense that has been elimnated from
this rate case because it is a nonrecurring expense?

A | don't believe I"'mthe right person to ask
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whet her it's nonrecurring or recurring.

Q Who is the right person?

A | believe that would be M. Tall ey.

Q Did M. Talley adjust any nunbers that were
provided fromyou to M. Collins? | nean, the
financial information went from-- through the system
into the financial reporting systemfromyou to M.
Collins. Now, was M. Talley at all involved in any
of the nunbers that were provided by you to M.

Col l'ins?

A Yes, M. Talley reviews those nunbers on a
mont hly basis. He receives Aynpic's financia
statements nont hly.

Q Ckay. You are not aware of a penny that's
been -- that hasn't been transferred into this rate
case as nonrecurring, are you?

MR. BEAVER: (Obj ection, asked and answered.

MR. BRENA: No, she's directed me to M.

Tal | ey.

MR, BEAVER: It's also argunentative.

MR. BRENA: She's directed me to M.
Tall ey. She hasn't indicated whether or not -- I'm
not asking who's the best witness. |'m asking her

she is not aware of a single penny that has been

disallowed fromtheir rate request as nonrecurring.
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MR. BEAVER: | believe --

MR, BRENA: It's a yes or no question

MR. BEAVER: -- that's exactly the question
t hat pronpted her discussion about M. Talley being
the right person to respond to that.

JUDGE WALLIS: The witness may respond. W
encourage the witness to respond either yes or no,
fromyour own know edge.

THE W TNESS: Could you repeat the question
agai n?

Q Isn'"t it true that you're not aware of a
singl e penny in expense that has not been transferred
fromthe financial records into the rate case that
has been di sal |l owed as nonrecurring?

A. | don't believe |I can define what expenses
woul d be consi dered nonrecurring.

Q Are you aware of any expense that's been
reduced for that purpose, whether or not it fits your
definition or you understand the definition, are you
aware of any expense at all that has been reduced
because sonmebody, anybody, nmade a judgnent that it
was nonrecurring?

A. The only one | can recall is the
litigation.

Q Okay. And if | were to say that the
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litigation was normalized, not disallowed as
nonrecurring, would that change your answer?

A Are you talking -- so nmy understanding is
you' re tal king about costs that are being disallowed,
not --

Q One penny of cost from O ynpic that was not
i ncluded -- that they're not asking for recovery of
because it's nonrecurring in nature?

A Yes, that would be the Whatcom Creek costs.

Q It's your understandi ng that Watcom Creek
were not requested because they're nonrecurring?

A That is ny understanding.

Q Okay. Anything other than Whatcom Creek?

A Not that | can recall

Q Okay. Al right. 1'd like to direct your
attention to Exhibit 867. That's the handout that |
just made. Have you had an opportunity to | ook at
that exhibit at all?

A Yes.

Q Okay. Is it accurate?

JUDGE WALLIS: M. Brena, could you explain
what you nmean by that?

MR. BRENA: The exhibit sets forth, based
on their October filing, the two cases set forth in

their direct and their rebuttal case what their
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stated base in test year were and the source for the
i nformati on that was provided for the test year
information. |'m asking her if she sees that there's
anything wong with it, with the way that it's been

stated or if it's accurately stated.

MR. BEAVER: Your Honor, I'mgoing to
object at this point. First of all, there's no
foundation. | also think it's beyond her testinony.

I nean, this is something that should have been
addressed to M. Collins.

JUDGE WALLIS: The witness may respond to
the extent of her know edge, if any.

THE W TNESS: Could you repeat the question
again? |'msorry.

Q Do you see anything misstated in the
exhi bi t?

A After reviewing this docunent in the test
year source for the fourth -- or the June rebuttal
under B, fuel and power.

Q Okay.

A There is a July 2001 through April 2002
actuals. There was also a May and June estimate that
was provided.

Q Do you know whet her or not that May or June

estimate was used by M. Collins?
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A | believe it was.

Q Okay. You al so provided May and June
information to M. Collins that he did not use in his
nodel ; correct?

A That's correct.

Q And the May and June that you provided him
was an average of the prior seven nonths information;
correct?

A | don't recall exactly if it was the prior
seven nonths or the prior ten nonths, but it was an
aver age, yes.

Q And the information he used was based on
t he budget; correct?

A That's correct.

Q Okay. Now, under nunber three, direct case
two, where it says Test Year Source 2002 Budget, now,
isit fair to say that many of these budget itens are
carried forward under the fixed bid managenent
contract that BP Pipelines has with O ynpic?

A Yes, there were sonme items within that
budget that were carried forward fromthe fixed bid.

Q Okay. And when was the fixed bid entered
i nto?

A The fixed bid was part of the operating

agreenent between BP and O ynpic.
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Q What was the date of that?

A | believe it was June 2000.

Q So in effect, you took budgeted nunbers
from June of 2000 and carried themforward into 2002,
and to the degree that the actual information varied,
then you used t he budgeted nunbers whose origina
source was the managenent contract of June 2000; is
that correct?

A ["mnot sure | conpletely understand your
guestion, but | -- there were nunbers that were
carried forward fromthe fixed bid that was prepared
back in June of 2000. Those |levels for the budget
were conpared to the current actuals that O ympic had
been experiencing and appeared to be reasonabl e.

Q Okay. Reasonabl e conpared with what?

A Reasonabl e conpared with the actua
expenditures O ynpic had been incurring.

Q I nean, in effect, you had an actual |eve
of expense and a budgeted | evel of expense carried
forward fromtwo years before, and you stepped up the
actual |evel of expense to the budget, so why is it
reasonabl e that the budget numbers are correct when
t he actual nunber's different?

A In conparison, they were about the sane.

And if | recall correctly, the 2002 budget |evels
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1 were actually slightly | ower than what the actua

2 expendi tures had been.

3 Q So it's your testinmony that the test year
4 adjustnents in case two of the direct case actually

5 adj usted the cost downward?

6 A. That's correct.
7 Q Okay.
8 JUDGE WALLIS: M. Brena, we're | ooking at

9 the clock and thinking that it m ght be hel pful for

10 folks to take a quick break. 1Is this a good tinme for
11 t hat ?

12 MR. BRENA: It is a good tinme, Your Honor
13 JUDGE WALLIS: Let's be in recess for ten

14 m nut es, please.

15 (Recess taken.)

16 JUDGE WALLIS: Let's be back on the record,
17 pl ease, follow ng our norning recess.

18 Q Do you have an opinion if, for ratemaking
19 pur poses, containnent shoul d be expensed or

20 capitalized?

21 A | believe |I indicated that |I'm not an

22 expert in ratemaking procedures, so | would not have
23 an opinion on that.

24 Q Do you have an opinion for financial

25 accounti ng purposes whether or not contai nment shoul d
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1 be expensed or capitalized?

2 A Yes, | have a basic understandi ng.

3 Q And what do you think -- for financia

4 reporting purposes, what do you think containment

5 shoul d be categorized as?

6 A. This is a portion of the contai nnment

7 projects that would be capitalized, and then the --
8 from my understandi ng, the renoval of previous

9 cont ai nnent woul d be expensed.

10 Q Okay. Let's see. 1'd like to discuss with
11 you the renedi ation costs that you gave M. Collins.
12 Are you famliar with how he cal cul ated renedi ati on?
13 A | believe so.

14 Q What is your understandi ng of how he

15 cal cul ated renedi ati on?

16 A The renedi ati on was based on actual s

17 t hrough April of 2002, with estimtes for May and
18 June.

19 Q Okay. Do you have Exhibit 728-C, M.

20 Col lins' work papers available to you?

21 A No, | do not.

22 MR. BRENA: Could | please have counse

23 provi de a copy?

24 JUDGE WALLIS: Could you repeat the nunber

25 agai n, please?
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MR, BRENA: 728-C.

JUDGE WALLI'S: Thank you.

Q Do you see his work paper nunber ten, the
| ast page of the -- of his work papers?
A Yes.

Q Whi ch nunbers on that work paper did you
provide to hinf

A | provided all of these nunbers to him

Q Ckay. The $504, 000 in the 2002 budget for
Bel | i ngham do you know what that is for?

A Yes.

Q What is that for?

A Those costs are associated with the
renmedi ation efforts for the Whatcom Creek incident.

Q Goi ng down to A ynpic KLTBD, would you tell
me what KLTBD stands for, please?

A It stands for known liabilities to be
det er m ned.

Q What is to be determ ned?

A At this time -- at the tine the accrual was
made back in Decenber of 2000, this particular |ine
itemconsisted of sites that did not have defined
scope at the tinme, so they were grouped into this
cat egory.

Q At the time this work paper -- you provided
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this work paper to him this information to hima
nont h ago?

A No, at the time the accrual was nmade in
Decenber of 2000, that's what the line item
contai ned, was projects or sites that did not have
defined scope at the tinme. They currently, or since
t hen, have had work identified.

Q So is it your understanding that these
nunbers are -- they have been further refined since
this work paper? 1s this work paper accurate? Has
somet hi ng been deternined since this work paper?

A Yes, the sites were identified previously.
Like I said, it was nmy understandi ng they did not
have defined scope. What that neans is that it had
not been determ ned yet what type of work would
exactly be perforned.

Q I'"d like to direct you to work paper two,
under operating expenses, line three, supplies and
mai nt enance materi al s.

A I'"msorry, what work paper are you
referring to?

Q It's page nunber four of the exhibit. It
is work paper two in the upper right-hand corner. It
is a spreadsheet. And line three is supplies,

mai nt enance and nmaterials. Do you see the line?
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A Yes.

Q | believe one of the things you said is
that you took a | ook at the budget nunbers and
conpared them wi th actual spending and determn ned
that they were reasonable; is that correct?

A That's correct.

Q So I'd like to just draw your attention --
for supplies and materials, just eyeballing this,
what woul d you say woul d be the average actua
expense from Oct ober through April?

A I woul d al nbst need my cal culator to
deternmine that. |'mone of these people that relies
heavily on cal cul ators.

Q Well, the lowest is 17,000 and the highest
is 85,000, and the average is in the mddle of those
two, right, so 50,000 or so, roughly?

A. "Il take your word for it. | -- again,
I"d need to performthe calculation to really
det erm ne.

Q Okay. And what are the budgeted ampbunts
that you consider to be reasonable in light of the
actual experience for May and for June?

A. The budgeted anopunts that appear on this
particul ar spreadsheet appear to be 157, 000.

Q So roughly three tinmes the average | evel of



3834

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

expense, and you consider that to be reasonable for
rat emaki ng pur poses?

A | consider the budget anobunts to be
reasonable in total. They may not line up
necessarily for each line item but for the
categories of total operating expenses, they are
wi thin reason.

Q So you eyeballed the total ?

A Yes.

Q The total-total. Okay. And now I'd |ike
to go to work paper nine, litigation costs. Now,
what nunbers did you provide in the direct case with
regard to litigation costs?

A That would be the first colum, entitled
Oct ober 2001 through April 2002, and al so the anopunts
in the colum for Muy.

Q Now, do you consider $2.6 mllion to be a
reasonabl e cost for a rate case, or do you have an
opi nion on that?

A In my opinion, based on what has been spent
to date, it does not seem unreasonabl e.

Q Could I ask you to speak to ny client after
you're off the stand, please? You re aware that the
Conmi ssion is obligated to ensure that it's the

| onest prudent cost that's included for ratenaking,
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are you not?

A Coul d you repeat that?

Q You're aware that one of the ratenaking
standards is that it be the | owest prudently incurred
cost. Are you aware of that?

MR. BEAVER: (Objection, no foundation.

MR. BRENA: |'masking if she's aware of
it. I'mtrying to lay a foundation.

JUDGE WALLIS: The witness may respond.

THE WTNESS: |1'mgoing to ask you to
repeat that one nore tine.

Q Are you aware of the Commi ssion's
obligation to ensure that the public service conpany
i ncl udes costs which are the | owest prudent cost?

A. I''m not aware of ratenmaking procedures, so
I don't believe |I can respond to that question.

Q Okay. Do you know -- do you have a sense
for -- 1 mean, the way this case was put together, it
was put together as a FERC case and then filed with
this Comm ssion. Do you have a sense for what the
i ncremental cost of filing a FERC case with this
Conmi ssion would be? | nmean, how nmuch of this 2.6
mllion went into preparing a FERC case and how much
went into filing the FERC case with the WJTC? Do you

know?
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1 A. I would have to review the expenditures to
2 date to determ ne what portion of that had been

3 applied or work perforned for the UTC case and what

4 work -- what portion had been performed for the FERC

5 in order to determ ne that.

6 Q Who revi ewed these invoices? M. Beaver?
7 A | lost the paper. Hold on

8 MR. BEAVER: |1'mgoing to object to the

9 guestion, because it assumes that there -- | believe,

10 at | east ny understanding of the question assunes
11 there are 2.6 mllion in invoices, and | don't

12 believe that's what the testinony has been. So it
13 m srepresents the testinony.

14 MR, BRENA: | wasn't tying the review of
15 i nvoices to any particular nunber. | wasn't

16 intending to. In fact, 600,000 of it is for the

17 nont h of June, and there's no invoice on it. But

18 we'll get to that.
19 Q Who reviews these invoices?
20 A These are revi ewed by several people within

21 BP, as well as M. Beaver.

22 Q Who?
23 A I'msorry?
24 Q Well, before they get paid, who signs off

25 on then? \What's the process?
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A | don't believe I can comment on the
process for every -- every vendor on this list. Sone
of these invoices | have seen. Some of them are
provided to M. Beaver, as well as M. Talley.

Q When you pulled up the nunbers that you
gave M. Collins, isn't it true that you pulled up
t he nunbers by vendor?

A. That's correct.

Q Isn'"t it true that the particul ar vendors
are engaged in nore activities than this sinple rate
case for Oynmpic?

A Some of them do perform services other than
this rate case

Q Are you -- are you saying that $2.6 mllion
incurred every five years is a reasonable |evel of
rate case expense for this Conmm ssion to approve?

Are you saying that?

A | don't believe I can comment on that.

That would be -- | believe M. Collins has already
testified as far as how he applied this nunber to the
rate case.

Q You have no opinion as to its
r easonabl eness?

A I'"'mnot sure | understand your question.

Q | asked if you thought it was reasonable to
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assune that $2.6 mllion would be spent every five
years, if that was a reasonable rate case expense to
ask the Commri ssion to include in shippers' rates. Do

you have an opinion on that?

A This is the first rate case that | have
been involved in. | don't believe, you know, | can
coment - -

Q If you can't, you could just say no.

A -- whet her -- whether we would be in

litigation three years fromnow in the sane
situation.

Q Has O ynpic had a contested rate case in 35
years of operation?

A Not that I'm aware of.

Q Do you think it would be fair to divide
2.6, assuning that is a reasonabl e anount, by 35,
i nstead of by five?

A No.

Q Why not ?

A | don't believe that you can predict in the
future that A ynpic won't be in another rate case.

Q Well, that just -- okay. Do you have a
comment on whether or not M. Collins' calculation of
$600, 000 in rate case expense for June is reasonable

or not?
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A M. Collins estimted these nunbers based
on his inquiry, so | don't believe | could comment.

Q Okay. Wth regard to all of the nunbers
that you provided M. Collins in the rebuttal case,
the actual information, the updated infornation, are
you aware of any party that's had an opportunity to
serve discovery with regard to the accuracy of any of
those nunbers?

A ['"'mnot sure | quite understand your
questi on.

Q Well, have -- as | understand it, O ynpic
is proposing that its rates be set based on actua
i nformati on from Cct ober 2001 through April 2002,
with May and June budgeted, and then that whol e thing
annual i zed. 1Is that your understandi ng?

A That's my under st andi ng.

Q Wth regard to the actual information from
Oct ober 2001 through April 2002, the actua
i nformati on, have you, on behalf of O ynpic, or has
O ynpic had to respond to discovery with regard to
those actual anounts?

A I know di scovery has been served to
Oynmpic. | don't recall a specific question being
asked as far as further discovery on those nunbers.

Q I nean, let ne ask it this way. Prior to
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your filing of the rebuttal case a week before this
hearing, did any party have any reason to believe

t hat those actual numbers woul d be substituted for
budget nunbers?

A | believe that it was indicated that we
woul d update the test period with actual infornmation
as it was avail able.

Q And where woul d that have been indicated?

Do you have in m nd?

A. | don't recall exactly. It mght have been
the interimcase. | don't renmenber.
Q The transition costs fromone operator to

the other, M. Collins' testinmony was is that they
wer e booked in Decenber of 2001. [Is that your
under st andi ng?

A Coul d you repeat that agai n?

Q The transition costs, the cost of going --
the $2.2 million of going fromone operator to the
ot her operator, what was the source of the

i nformati on which M. Collins used for the transition

costs?

A The transition costs were originally
accrued in -- | believe it was Decenber of 2000. The
actual invoice was paid sonetine in 2001. | don't

renenber the exact nonth.
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1 Q Do you know when the expense was incurred?
2 A The expense was incurred in 2000.

3 Q Wth regard to affiliated costs, aside from
4 the transition cost -- well, could I have just a

5 m nute, please? Let ne ask about the managenent fee.
6 Is it your understanding that there were two shi pper

7 owners that bid to be the operator of this facility?

8 A That's my under st andi ng.
9 Q And that O ynpic accepted the highest of
10 the two owner operator bids? | mean, owner --

11 owner -rel ated operator bids?

12 A I was not at O ynpic when that bid was
13 accepted. | -- | don't know.

14 Q Were you here when M. Peck testified to
15 t hat ?

16 A Yes.

17 Q Did you hear himsay that they chose the

18 hi gher of the two bids?

19 A. | did hear himsay that, yes.

20 Q Okay. Wth regard to the noney that --
21 after Equilon took its conputers and left, then BP
22 Pi pelines started paying O ynpic invoices; correct?
23 I's that your understandi ng?

24 A That is ny understanding.

25 Q Are you aware of what invoices they paid
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1 and for what purpose?

2 A It was ny understanding that O ynpic did

3 not have any way of paying invoices at the tinme BP

4 t ook over operations, so BP Pipelines paid for all of

5 ad ynpi ¢ expendi tures.

6 Q Are you aware of what they spent the noney
7 for?

8 A I"msorry, could you clarify your question?
9 Q Well, they spent $13 million. What for?

10 A. Costs incurred by O ynpic.

11 Q Do you know whi ch costs they advanced the

12 funds for?

13 A I was not here at that tinme.

14 Q So the answer woul d be no?

15 A That's correct.

16 Q Now, just to take -- go back to M.

17 Col lins' work papers, |ooking at, for exanple, work
18 paper number two, page four, if I could just return
19 to that for a mnute.

20 A I'msorry, what work paper?

21 Q Wor k paper two, on page four of Exhibit
22 728-C. Do you have it?

23 A Yes.

24 Q Coul d you tell me, for exanple, on |line

25 four, outside services, it shows Decenber '01, an
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amount equal to $650,000. Are you aware of -- is
there any information in your case as to what the
nmoney was spent on?

A It was spent for services provided by -- to
d ynpi c.

Q Well, 1 understand. \What services? Were
would I go to find out what services that 650, 000
paid for?

A That information could be obtained from
O ynpic team | eaders and nmmnagemnent.

Q Has any of the information underlying
A ynpic's request for rates, has this detailed
i nformati on been provided in AQynpic's case?

A. I'"msorry, could you repeat that question?

Q Well, if the Comm ssion wanted to know what
you' re spendi ng your noney on, how would they do it?

A I would think that M. Talley could provide
i nformati on regarding what O ynpic is spending their
money on

Q Now, you're the -- you're the accountant
responsi ble for the financial reporting; correct?

A That's correct.

Q And you're the person that supplied this
information to M. Collins for use in the nodel;

correct?
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A That's correct.

Q Okay. When you provided it to him did you
drill down any of these details to ascertain what
this money was actually being spent for?

A. O ynpic sets a budget that managenent
approves and managenent sets the |evels of spending
for the expenditures that they are anticipating.
conpare the actuals to that budget for the
reasonabl eness of the level of spending. As far as
what the nmoney is specifically spent on, that is a
managenment deci si on

Q So for this Conmmi ssion to find out what
O ynpic spent its noney on for the actual spending
that it's using for ratemaking purposes, we have to
wait for M. Talley to take the stand and
cross-exanine himto ask himthose questions; is that
your testinony?

A Yes, | believe he would be the best person.

Q Is it anywhere in your case that | could
find out the actual expenditures that you're
proposi ng be used for test period expenses? |s there
anywhere in your case that | can find out what you
spent the noney on?

A I'"m not sure |'munderstandi ng your

guesti on.
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Q Well, it says, for example, $1.2 nmillion in
April of '02. What was that for?

A It woul d have been services provided to
a ynpi c.

Q What services?

A. To operate the pipeline.

Q Is that the |evel of detail that's
contained in the case, that the parties and the
Commi ssion are left to assune that $1.2 nmillion was
outsi de services paid for the operation of the line
wi t hout any specific detail as to for what services
and to operate?

A That's the knowl edge that | have for these
nunmbers. Any further detail | believe would need to
be directed towards M. Tall ey.

Q Okay. So we do have to wait for M. Talley
to take the stand to ask hi m about what O ynpic spent
its noney on and it can't be found in the case; is

that correct?

A | don't believe |I can answer that question.
MR. BRENA: | have no further questions.
JUDGE WALLIS: Very well. | believe, M.

Trotter, you' ve asked your questions, and M.
Fi nkl ea, as well.

MR. FI NKLEA: That's correct, Your Honor.
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JUDGE WALLIS: So we would ordinarily go
now t o Conmi ssi oner questions. Chai rwoman Showal ter
is in a cabinet neeting with the governor and woul d
like to be present for the examination of the
Wi tness. She expects to return at 1:30. Let's
recess now and return to the proceedings at 1:30 this
af t ernoon.

(Di scussion off the record.)

JUDGE WALLIS: Let's be back on the record.

EXAMI NATI ON
BY CHAI RWOVAN SHOWALTER
Q Ms. Hammer, | have a question that's

simlar to M. Brena's, but 1'Il ask it in a nore
general way. M general interest is who, if anyone,
in Oynpic is responsible for maki ng the judgnments
that go into the request for a rate case? And I'l
just say that in ny agency, | am not a payrol
expert, but | know who does the payroll. [|'mnot an
engi neer, but | can tell you where in the agencies
the engi neers are. |1'mnot a personnel expert, but |
do know who to go to or whomto refer someone to for
that kind of expertise.

So the question | have of you is who, if

anyone, would you say is responsible in the conpany
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for deciding what amounts to ask for in a rate case?
I"'mtrying to state it generally. |If an outsider
were to cone and say, Well, who's your regulatory
expert or who knows about regul ation, that kind of
question, is there anybody you would point to?

A. Well, 1 guess, in my opinion, M. Talley
can provide the level of expenditures that is
necessary for Oynpic. As far as specific regulatory
requi renents, since I"'mnot that famliar with
regul atory requirenents, | guess | would turn to the
attorneys, as far as, you know, what the regulatory
requi renents are

Q So is it fair to say if an outsider said,
Who' s your regul atory person, you would say, | don't
know i f we have one; is that accurate?

A For the state of Washi ngton?

Q Ri ght .

A For the state of Washington, | would say we
woul d have to talk to the attorneys. As far as FERC
regul atory matters, we do have a specialist within
the BP controllers group, which I rely on heavily.

Q And who is that?

A. H s nanme is Bob Kennedy.

Q Al right. And can you describe what M.

Kennedy's role has been, if any, in preparing this
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rate case or approving the nunbers that went into it?

A M . Kennedy has revi ewed and signed off on
the FERC Form 6, which is the regulatory reporting
tool. And M. Collins did use a FERC Form 6 in his
preparation for the case.

CHAI RWOVAN SHOMALTER:  Thank you.

EXAMI NATI ON
BY COW SSI ONER HEMSTAD:

Q | have just one area that | wanted to
pursue, and this should be brief. M. Brena was --
asked sonme questions with regard to O ynpic Pipe Line
managenment as contrasted with British Petrol eum
Pi peline and its managenent, and | guess at this
point I'mclear. Are any enpl oyees of O ynpic Pipe
Li ne not enpl oyees of British -- BP Pipeline?

A No, all of the enployees within O ynpic are
BP Pi pel i ne enpl oyees.

Q Okay. So when a question is asked if
anyone within O ynpic Pipe Line managenment nade a
deci si on, any deci si on made woul d have been nmade by
an enpl oyee of BP Pipeline under their contract to
manage O ynpic?

A That's correct. There is a managenent

t hrough the board of directors for O ynpic.
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Q Yeah. Was it -- with exception of the
board, when you get your paycheck, is that check over
in Oynmpic Pipe Line -- is that an O ynpic Pipe Line
check, or is it a BP Pipeline check?

A. It's a BP Pipeline check

COW SSI ONER HEMSTAD: Okay, thank you.
That's all | have.

COWM SSI ONER OSHI E: No questions.

JUDGE WALLIS: Very well. Al right.
Let's recess now, and we'll reconvene at 1:30.

(Lunch recess taken.)

JUDGE WALLI'S: Let's be back on the record,
pl ease, follow ng our noon recess. M. Brena
referred to two docunents in the course of his
exam nation. Those are Exhibits 728-C and 867. Are
you noving those for adm ssion now, M. Brena?

MR, BRENA: | am Your Honor

JUDGE WALLIS: Is there objection?

MR. BEAVER: No.

JUDGE WALLI'S: Let the record show that
there is no objection, and those docunents are
received in evidence. Now, | believe it is M.
Beaver's turn.

MR. BRENA:  Your Honor, Conmi ssioner

guestions did pronpt one question that I'd like to
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ask this w tness.

JUDGE WALLIS: Very well

CROSS- EXAMI NATI ON
BY MR BRENA:

Q Ms. Hammer, Chai rwonman Showal ter asked you
about who the appropriate person was, and | believe
you -- with regard to regulatory -- the regulatory
person within BP, and | believe you identified Bob
Kennedy; is that correct?

A | identified Bob Kennedy as the FERC
speci al i st.

Q And t he Chai rwoman fol |l owed up on that
question to ask you what his involvenment was in this
particul ar case, and | believe that your response was
is that he reviewed and approved the FERC 6 nunbers
which M. Collins used; is that correct?

A That's correct.

Q Okay. Wth regard to the test year period
in the rebuttal case that goes from Cctober 2001
t hrough April of 2002, now, there are no FERC 6
filings with regard to any 2002 numbers; correct?

A That's correct.

Q So M. Kennedy has not reviewed any of the

actual expenses which were used for the test period
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January, February, March or April of 2002 or the
budget ed nunbers or the calculation; is that correct?
A No, not conpletely. He is a nenber of BP's
controller group, and BP' s controllers group does
review the financial information on a nonthly basis.
Q Okay. So by review, you nean he gets the

financial statenents in his SAP in-box the same as

you do?
A No, we don't have SAP in-boxes for those
statements, those are through e-mail, but he reviews

it online in SAP.
Q Okay. Do you know whet her he's done that
with regard to those or you know that that's just

available to hin? Wat's your testinony?

A. That's the process.
Q I"'msorry, what's the process?
A That's the process, BP' s process of

reviewi ng financial information.

Q Okay. So with regard to October 2001
through April 2002, sone of those nunbers have
appeared on the FERC 6 and sone have not appeared on
the FERC 6; correct?

A That's correct.

Q And with regard to all the 2002 nunbers,

they are not converted into the FERC 6 format unti
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1 the end of 2002; correct?
2 A They're not extracted into FERC Form 6

3 format until the end of the year

4 MR. BRENA: Ckay. Thank you.
5 MS. WATSON:  Your Honor, | have one
6 guestion that was on ny original list of questions to

7 ask and | sinply forgot to ask it.

8 JUDGE WALLIS: Ms. Watson
9
10 CROSS- EXAMI NATI ON

11 BY MS. WATSON
12 Q Ms. Hammer, did you advise M. Batch that
13 all of AOynpic's past filings used the FERC

14 met hodol ogy?

15 A. I don't recall advising himthat.

16 MS. WATSON: Ckay. Thank you.

17 JUDGE WALLI'S: Now M. Beaver.

18 MR. BEAVER: Thank you.

19

20 REDI RECT EXAMI NATI ON

21  BY MR BEAVER

22 Q Ms. Hammer, 1'd like to follow up on the
23 question that Chai rwoman Showal t er asked and M.

24 Brena just asked, and | want you to assune that |I'm

25 not asking you who within the O ynpic BP team knows
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t he nost about the specifics of the nunbers contained
in Aynpic's case, but what |'m asking you is who was
responsi ble for putting together the rate filings at
both the FERC and the WJTC?

A. That woul d be Bernadette Zabransky.

Q And who is Bernadette Zabransky?

A She's the director of tariffs and
regul atory affairs.

Q For what entity?

A For BP.

Q And are you famliar with Ms. Zabransky?

A Yes.

Q And does she have a teamwi thin BP that is
sol ely responsible for providing tariff rate support
and filings for pipelines that BP operates?

A Yes.

Q Do you know if tariff filings are a part of
t he operating agreenent between BP and O ynpic?

A. | believe they are, yes.

Q So can you tell us who the teamwas, if you
know, who was, in fact, responsible for the rate
filing here at the UTC?

A. That was Bernadette Zabransky.

Q And who el se was on that teanf

A There were several people on that team
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Ckay. And who were they?
Mysel f, M. Fox, M. Batch.

Q Were there any consultants who were on that
t eanf

A Yes, REG

Q Do you know how nmuch experience M.
Zabransky has with regard to tariff filings?

A She has been involved with the tariff
filings and tariff matters since | have been enpl oyed
with BP.

Q And how | ong has that been?

A |'ve been enployed with BP 17 and a hal f
years.

Q Do you know how | ong she was doi ng that
prior to you com ng to BP?

A Not off the top of ny head, but | know that
she has sonewhere around 35 years experience, 35 to
40 years experience with BP

Q And to your know edge, did she review and
approve the filing that was submitted here at the UTC
for A ynmpic?

A Yes, she did.

Q Is BP Pipelines one of the | argest
operators of petroleum pipelines in North Anerica?

A | believe it is, yes.
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Q And during your career, which I think you
said was about 17 and a half years with BP, can you
tell us what positions you hel d?

A I've held several positions, nostly in the
financial analyst area, as well as the accounts
payabl e area.

Q And during that time period, how nany
pi pelines that BP has operated have you been
associ ated wi th?

A | believe between six or seven different
pi pel i nes.

Q And is the accounting for O ynpic that
we' ve been tal king about any different than the
accounting for these other pipelines that you have
been associated with in the past?

A No.

Q Do you know i f BP has recently sold any
pi peline assets to Tesoro?

A Yes.

Q And whi ch one?

MR. BRENA: bj ection, scope.

MR. BEAVER: This all gets to the
accounting issue. | nmean, this is --

JUDGE WALLIS: The witness may respond.

THE WTNESS: Yes. BP Pipelines sold its
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1 North Dakota systemto Tesoro.

2 Q And do you know approxi mately when?
3 A | believe it was in 2001
4 Q And was the accounting for that pipeline

5 system any different than the accounting for the
6 O ynpi c Pipe Line systen?
7 A No.

8 MR. BRENA: bj ection, scope, and asked and
9 answered. He's already asked this witness if the
10 ot her pipelines had different accounting systens or
11 not, and | don't -- | don't see what a transaction
12 bet ween BP and Tesoro with regard to a pipeline has

13 to do with her testinony or the cross.

14 MR, BEAVER: [|'Il just indicate what ny
15 next question's going to be, which is the crux, and
16 that's whet her Tesoro has raised any issues with

17 regard to that accounting.

18 MR. BRENA: Cbj ection.

19 JUDGE WALLIS: The witness may respond.
20 THE W TNESS: Not that |'m aware of.

21 Q Ms. Hammer, you were asked sonme questions

22 by counsel for Tesoro regarding detail behind certain
23 nunbers that are in Aynpic's case. Do you renenber
24 that testinony?

25 A Yes.
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Q In particular, you were asked questions
about a $650, 000 mi scel | aneous nunber, | believe.
A. Yes.

Q And | think you were asked whether or not
the detail behind that nunber was sonmewhere in
O ynpic's case. Do you renenber that testinony?

A Yes.

Q Has the detail surrounding that nunber and
the other nunbers that are contained in Qynpic's
case been supplied in response to discovery to the
parties in this matter?

A Yes, they were provided in the genera
| edger detail

Q And were O ynpic's general |edger detail in
fact provided to the intervenors and to Staff?

A Yes.

Q And woul d that detail provide the backup
i nformation, for exanple, the $650, 000 nunber?

MR, BRENA: Your Honor, |'m going to object
at this point. First of all, | asked this w tness
several questions about what was provided in
di scovery, and she indicated that she didn't know.
Now, you can't learn that over lunch. And also, it's
unclear to ne whether we're tal king about the test

period that they're using to base their rates on or
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1 prior expenses.

2 MR, BEAVER: Can | respond? Your Honor

3 A ynpi ¢ has been served with several hundred

4 di scovery requests in this matter. This w tness has
5 been involved in the responses to sone of those, and
6 the general |edger information is information that

7 she's been directly involved in the response to. So
8 obvi ously she doesn't know all of the responses to

9 all the discovery requests. |In fact, probably only a
10 few of us know all of that information. But she

11 certainly knows the responses to sone.

12 MR, BRENA: Well, and that was why |

13 explored this witness' knowl edge with regard to

14 whet her or not that backup information had been

15 provided. And this witness did not indicate any of
16 these answers. This is all new information.

17 MR. BEAVER: This is absolutely not true.
18 The question related to what was in Oynpic's case.
19 And in ny discussions with the wtness, her
20 interpretation of case is sinmply, you know, the
21 testinmony. | nean, that's the case. What |'m
22 tal ki ng about now is what was provided in response to
23 di scovery. And to our know edge, these | edgers are
24 not an exhibit to any testinony in this case.

25 MR, BRENA: | asked about both discovery
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and the case.

JUDGE WALLIS: We'll sustain the objection.

MR. BEAVER Could |I ask a related
guestion? |1'mnot sure that it would be covered by
this, and the question would sinply be what is
contained in Aynpic's general |edgers, the type of
dat a.

JUDGE WALLIS: Yes.

Q Ms. Hammer, can you explain to us what is
actually in Aynpic's general |edger information?

A The general | edger contains each individual
i nvoi ce that has been processed, as well as any
journal entries that have been made.

Q Have you, in fact, discussed Aynpic's
general ledgers with the UTC Staff?

MS. WATSON: Objection. 1s he talking
about the rebuttal or the direct?

MR. BEAVER: Actually, this is a general
guesti on about any general |edgers. And then, if the
answer's yes, |'ll ask which ones.

JUDGE WALLI'S: The objection's overrul ed.

THE W TNESS: Yes, | did discuss some
general | edger information with Staff.

Q And what general |edger information did you

di scuss with Staff?
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A. When they were in Houston, we had several
di scussi ons about the general |edger itens.

Q And was that in the context of review ng
general |edger information?

A Yes.

Q And do you know what tine period general
| edger information for O ynpic was, in fact, provided
to Staff?

A | believe that the general | edger
informati on that was provided was for the base period
of Cctober 2000 through Septenber of 2001, as well as
the npst up-to-date general |edgers at that tine.
And what nmonth woul d that be through?
| believe it was through February or March.

O what year?

> O > O

2002.
Q And do you know if the March and April
general |edger information for 2002 has been provided

to the parties?

A The general | edger information?
Yes.
A I don't believe the general |edger

information for April has been provided as of yet.
MR, BRENA: Could | ask a point of

clarification? |If this witness is referring to the
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1 general |edger line detail or if she's referring to
2 general |edger summary by category?

3 THE WTNESS: | was referring to the

4 detail. The sunmaries for all nonths have been

5 provi ded.

6 Q And when you say summries for all nonths,

7 what nonths are you referring to?

8 A Referring to Cctober of 2000 through Apri
9 of 2002.
10 Q Ms. Hammer, can you turn to Exhibit 865, if

11 you have that handy? Do you have 865 in front of

12 you?
13 A Yes.
14 Q Now, Staff counsel asked you a question

15 about one itemon this document, and that was under
16 operating expenses, m scellaneous. Do you see that?
17 A Yes.

18 Q And you were asked questions about how many
19 percent the actual nunber was conpared to the budget
20 nunber. Do you renenber that testinony?

21 A Yes.

22 Q Wth regard to the total operating

23 expenses, would you agree that the actual was within
24 at | east 90 percent of the budget?

25 A Yes.
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Q Do you know why it is that the
m scel | aneous number for the four-nonth actual is
significantly different than the budget anount for
t hat same four-nonth period?

A. Yes. \When the budgets are prepared,
they're prepared in total, and the budget line itens
are not necessarily a one-to-one with actuals. It's
nore on the total operating expenses that the budget
is conpiled.

Q And with regard to the total expenses on
this docunent, would you agree that the actuals were
approxi mately 90 percent of the budget?

A Yes.

Q I believe you testified that you actually
don't determ ne whether sonething is properly
capitalized or expensed. Do you renenber that
testinony?

A Yes.

Q Coul d you tell us who does nmke that
determination within the O ynpic systenf?

A The project managers and the team | eaders
or supervisors would meke the determ nati on on
whet her it -- sonething should be capitalized or
expensed.

Q Do you know what criteria those individuals



3863

1 use?

2 A Yes, they use BP's capitalization

3 gui del i nes, which are generated fromthe FERC

4 gui del i nes.

5 Q And do you know whether any training is

6 provi ded concerning howto, in fact, use those

7 gui del i nes?

8 A Yes, there is training provided to the

9 proj ect managers.

10 MR. BRENA: (Objection, and |I'd nove that
11 that be struck. You know, this w tness' know edge
12 just can't expand that great over lunch. | explored
13 with this witness whether -- what the training of the
14 proj ect managers were, whether she knew what it was
15 or whether she didn't know what it was. | went

16 through all that in great detail and she didn't

17 provide any information with regard to this. So to
18 conme back after lunch now and respond conpletely

19 differently to questions that she was asked before
20 lunch just sinply isn't appropriate.

21 MR. BEAVER  First of all, this was in

22 response to a question that Ms. Watson asked | ast

23 week. And | think if you | ook at the questions that
24 M. Brena asked this witness and the one that | just

25 asked, they're actually very different. I'msinply
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aski ng about the capitalization versus expense issue
in the BP guidelines.

MR. BRENA: And ny questions today expl ored
whet her she was familiar with how they were trained
on any |level and went through in sone detail if they
had any accounting background, if they had any
gui dance, if she knew how they were trained to nake
these calls between both capital and expense, as wel
as what box to put it in, and she didn't indicate
that they had any.

JUDGE WALLIS: We'll let the witness
respond.

MR, BEAVER: And | think she did. Ws
there an answer to the question?

MR. BRENA: There was. That was a notion
to strike it.

MR. BEAVER.  Ckay.

Q Ms. Hammer, there were quite a few
guestions raised by at |east a couple of the
guestioners concerning BP's process, that is, its
accounting process. And | would like you to describe
what the BP process is as far as taking data, let's
say froma vendor invoice, and getting it within the
financial information?

A Accenture is responsible for collecting
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1 that data and neking entries into the financial

2 system and then preparing financial statenents.

3 Those statenments are then reviewed by nyself, as well
4 as BP's controllers group for accuracy and they are
5 al so revi ewed by the supervisors, Aynpic's

6 managenment and project managers, as well.

7 Q For exanple, the project manager woul d be
8 whont?
9 A Proj ect managers can be engi neering

10 enpl oyees or they can be supervisors of O ynpic.
11 Q My question probably wasn't very clear.
12 Are these the individuals who are responsible for the

13 work that the vendor is actually doing for A ynpic?

14 A Yes.
15 Q And does sonebody al so check to see that
16 the invoice and the billing is consistent with the

17 contract that A ynmpic has with a vendor?

18 A Yes.
19 Q And who is that?
20 A That woul d be the project manager and the

21 team | eader, supervisor.

22 Q Now, where within this process do you
23 actually fit in?

24 A My function is one of reporting to

25 A ynpi ¢c' s managenent and board of directors, as well
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as BP,

Q

the financial st

At your |eve

exanpl e, take an invoic

atus of O ynpic.
, do you actually, for

e and conpare it to the

entries made by Accenture?

Now, there was also testinony about the SAP

used to be Andersen

r that?

SAP stand for?

ell us what it is?

s a CGerman system
bjection. This is in her
asked and answered.

Could I respond?

Is there a reason to bring

A No.
Q And Accenture
Consul ting?
A. That's correct.
Q
system Do you renenbe
A Yes.
Q And what does
A I''m not certain.
Q And can you t
A Ilt's a -- it'
MS. WATSON
direct testimony. It's
MR. BEAVER
JUDGE WALLI S:
it out now, M. Beaver?

guestioni ng about changing to the SAP system fromthe

MR. BEAVER

Yes, there was a | ot of

| SP system and this is just totally prelimnary so

t hat

can ask her abou

JUDGE WALLI S:

t that change.

Very wel | .
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THE W TNESS: Can you repeat the question?

Q I think the question was what is the SAP
syst enf?
A It's a financial systemthat BP uses. It

contai ns the general |edger, accounts payable and the
fixed assets.

Q And at sone point, BP apparently used the

| SP systenf?
A That's correct.
Q And do you know what the differences are,

if any, between those two systens?

MR. BRENA: bjection. She testified as
havi ng no personal know edge and no experience wth
regard to BP's ISP system and now she's bei ng asked
to conpare them

MR. BEAVER | don't believe that was her
testimony at all. | think she indicated that she did
have sonme familiarity with it.

JUDGE WALLIS: It's not consistent with ny
recol |l ection, either, M. Brena.

MR, BRENA: Okay.

JUDGE WALLIS: The witness may respond.

THE W TNESS: They're sinply different
sof tware packages to gather the financial

i nf ormati on.
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1 Q And | actually forgot when this change took

2 pl ace, but when did BP go fromthe ISP to the SAP

3 syst enf?
4 A May of 2001.
5 Q And was that a change that affected all of

6 the pipelines that BP operates?

7 A Yes.

8 Q In your view, would it have been reasonabl e
9 for Oympic to have stayed on the | SP system when its

10 operator switched to the SAP systenf?

11 A No.
12 Q And why is that?
13 A The |1 SP system was no | onger being

14 support ed.

15 Q Okay. Now, you provided sone testinony
16 with regard to various adjustnents that were nmade in
17 O ympic's rebuttal case, and sone of the testinony
18 related to cal cul ations that you personally did and
19 others related to calculations that M. Collins did.
20 Do you renenber that testinony?

21 A Yes.

22 Q Wth regard to the cal culations that M.
23 Collins made, did you attenpt to verify his work?
24 A Yes.

25 Q And did you, in fact, verify the accuracy
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1 of his work?

2 A Yes.

3 Q By the way, has O ynpic actually paid any

4 fines or penalties associated with Watcom Creek?

5 A No.

6 Q Do you have Exhibit 624 handy?

7 A No.

8 Q This is sinply the exhibit that shows

9 various paynents made by O ynpic to BP.

10 A Yes.

11 Q And there are various categories on that
12 exhibit; is that correct?

13 A That's correct.

14 Q And could you tell us what the first

15 category is?

16 A It's AP itens billed to Aynpic from BP.
17 Q And could you tell us what that is?
18 A Those are invoices -- Oynpic invoices that

19 were paid by BP on O ynpic's behalf.

20 Q And do you know approxi mately when those
21 paynments were nmade by BP?

22 A The second colum were invoices paid

23 t hrough QOctober of 2001, and the first colum was
24 i nvoi ces paid in 2000.

25 Q Okay. Ms. Hammer, with regard to sal aries
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and wages paid for individuals who work on the
A ynpic system are those wages and sal ary determ ned
by a gl obal BP Pipelines systenf

A Yes.

Q And is there a scale that applies to all of
the BP Pipelines folks that work on pipelines
t hroughout the country?

MR. BRENA: (bjection, scope. There's no
testinony to any of this anywhere in this case, and
there's no cross on it.

MR, BEAVER: | thought there were sone
qgquestions rai sed on Friday about salary and wages,
but --

MR. BRENA: Yes, there were sone salary and
wages, but this didn't -- none of this -- it had
nothing to do with this question, which is how BP
Pi pelines nationally --

MR. BEAVER: Well, | think it's directly
related to the issue raised on Friday. I'msinply
trying to establish howit is that the salary and
wages for the folks working on the A ynpic systemare
set. And | think she's going to indicate that this
is -- that everybody within BP Pipelines that works
anywhere in the country, there's a set salary and

wage system and that applies to the Oynpic fol ks, as
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well, and then I'mgoing to ask her if she knows how
that system was establi shed.

MR, BRENA: | nmintain ny scope objection.
JUDGE WALLIS: I'Il sustain the objection

Do you have Exhibit 859 handy?

Yes.

And is this your deposition?

> O > O

Yes.

Q You were asked sonme questions with regard
to the testinony on page 70, and that relates to the
Sea-Tac termnal sale, and the inpact of the termna
barrel s on the throughput cal cul ati on?

A Yes.

Q I think some people followed it, | think
some may not have followed the explanation that was
provi ded. Can you explain what termnal barrels
means?

A A terminal barrel is the barrel that
actually is in the tank at the facility.

Q And does the term nal barrel -- in fact, is
it part of throughput?

A No.

Q But is a terminal barrel recorded on sone
of Aynpic's data sheets?

A Yes.
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Q So if you were trying to determ ne the
t hroughput of the system why would you del ete or
subtract terninal barrels?

A The termnal barrel would be a duplicate --
or duplicate barrel of what actually noved through
t he pi peline.

Q So with regard to the testinony on page 70,
did the subtraction of the Sea-Tac term nal barrels,
in fact, have any inpact on the throughput
cal cul ati on?

A No.

Q There was testinony about the three percent
cal cul ated pl anned down time and three percent
unpl anned down tinme with regard to the throughput
calculation. Do you renenber that testinony?

A Yes.

Q And can you tell us how that three percent
for both planned and unpl anned down time was derived?
A. The three percent planned down tine was
what the schedul ers use on a nonthly basis of one day
a month for schedul ed mai ntenance. The three percent

unpl anned down tinme was estimated based on the
project workload for AQynpic, and the amount of tinme
necessary to take the -- to be down in order to do

t he worKk.
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Q And with regard to O ynpic's direct case,
why was this three percent for each planned and
unpl anned down tine used?

A The original throughput estimte was based
on a two-cycle period in July, where there was no
down tine associated during those two cycles. In
order to estimate an average |evel of throughput,
down tine needed to be cal cul at ed.

Q And al though it's likely obvious, but was
this three percent, did it have any inpact at all on
the throughput nunbers that were provided in
A ynpic's rebuttal case?

A No.

Q And why is that?

A. The throughput relied on in the rebutta
case was based on actuals. Down tine would have
al ready been included in those nunbers.

Q Wth regard to the April and May estimated
nunbers, | think there may be sone confusion as to
how t hose nunbers were derived. Can you just tell us
how t hat was done?

A Those estimtes were based on the average
| evel of throughput that O ynpic had experienced for
the previous ten nonths.

Q Ms. Hammer, you were asked sonme questions
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about the transition fromthe Equil on accounting
systemto the BP system | think you testified that
you were not involved with Oynpic at that tinme. Do
you renenber that?

A Yes.

Q Do you know what individuals or entities
were involved in that transition?

A Accenture was involved in that transition
as well as a group of people wthin BP

Q Now, you were al so asked sonme questions
about the accuracy of the Equilon information, and
does the accuracy of any Equilon information have any
i rpact on either the base or test period expense data
that's part of O ynpic's case?

A No.

Q You testified that it's possible that
i nvoi ces associated with work perforned on the
A ynpic system m ght go to various individuals, but
you also indicated that all invoices nmust go to
Houston to get into the systenf

A That's correct.

Q And when you say Houston, could you be nore
specific as to what in Houston?

A Al'l invoices nmust be received through

Accenture in order to get into the financial system
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MR. BEAVER: That's all | have
JUDGE WALLIS: Are there foll ow up
guestions?

MS. WATSON: We have a few.

RECROSS- EXAMI NATI ON

BY MS. WATSON

Q Ms. Hammer, you referred to total budget as
bei ng the proper conparison for O ympic's budget on a
cal endar year basis; correct?

A That's correct.

Q Do other BP Pipelines accrue interest
during construction, or |DC?

A. I"'mnot an expert in that area. | don't
believe | can answer that.

Q Do you know i f O ynpic accrues | DC?

A Coul d you define |DC?

Q Yeah, that's the interest during
construction.
I don't have any know edge of that.
Okay. Do other BP pipelines accrue AFUDC?
From ny under st andi ng, yes.
Does O ynpic?

Do they accrue it?

. » O > O >

Yes.
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A ['"'m not sure how the calculation is made.
I"'m-- I'"mnot involved in that process.
Q You testified earlier that you did not know

how nmuch pl anned and unpl anned down tinme were

i ncluded in your rebuttal testinony, is that -- or
I"msorry, in your rebuttal throughput. Is that
testinmony still correct?

A. Yes.

MR. BEAVER: 1'Ill w thdraw nmy al nost

obj ection.

Q If there was a problemwi th bal ance sheet
dat a nmi ntai ned by Equilon, wouldn't the inpact -- or

woul dn't that inpact the base year bal ance sheet
figure?
A. Equi |l on' s bal ances were brought forward on
t he bal ance sheet, yes.
M5. WATSON: Thank you.
JUDGE WALLIS: | have a question or two for

the wi tness.

EXAMI NATI ON
BY JUDGE WALLI S:
Q Could you tell me if, over the lunch hour
you had any conversations relating to the training of

Staff people or to the individuals who m ght offer
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regul atory assi stance?

A I did not have any conversations as far as
training. | was rem nded that we do have a tariff
position in BP. Wen Chai rwoman Showal ter asked ne
the question, | was thinking nore on the |ines of who
-- what person could attest to the nunmber or to the
| evel of expenditures appropriate for O ynpic.
wasn't necessarily thinking on the Iines of who
actual |y manages our tariffs.

Q You say that you did not have any
conversations about training that your nmanagers m ght
have in terns of allocating between expenses and
capital itens?

A. | believe | was asked if they had training.
That was to the extent. M. Brena didn't ask ne
about specific training on capital versus expense; he
asked nme if there was -- if the managers had had
training in accounting. In other words, had they had

Accounting 101.

EXAMI NATI ON
BY CHAI RWOVAN SHOWALTER:
Q The question was, over the lunch hour, did
you have any conversations about the subject of how

managers or project managers contribute to the
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1 financial records or any training they may have had

2 in that regard?

3 A | was asked if the project nmanagers had

4 training in capital versus expense treatnment. That

5 was it.

6 Q Okay. 1s that a conversation that occurred

7 over the |lunch hour?

8 A Yes.

9 Q Wth who?

10 A. And previously.

11 Q And wi t h whon??

12 A M . Beaver.

13 CHAI RWOVAN SHOWALTER:  Thank you.
14 JUDGE WALLIS: Very well. Is there

15 anything further of the wtness? Ms. Hammer, |

16 think we're done with you.

17 THE W TNESS: Thank you.

18 JUDGE WALLI'S: You may be excused fromthe
19 stand. Let's be off the record for a few nonments

20 while Ms. Omhundro steps forward and arranges her

21 materi al s.

22 (Recess taken.)

23 JUDGE WALLIS: Let's be back on the record,
24 pl ease. Wtness please stand, raise your right hand.

25 Wher eupon,
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1 CHRI STY A.  OVOHUNDRO
2 havi ng been first duly sworn, was called as a wtness

3 herein and was exani ned and testified as foll ows:

4 JUDGE WALLIS: M. Marshall.
5
6 DI RECT EXAMI NATI ON

7 BY MR. MARSHALL:

8 Q Pl ease state your nane.

9 A Chri sty Omhundro.

10 Q And your address?

11 A 1306 Fifth Street, Kirkland, Washi ngton
12 98033.

13 Q And on what party's behalf do you appear
14 t oday?

15 A. On behal f of A ynpic Pipe Line Conpany.

16 Q Did you prepare Exhibits 131 -- or 1301-T,

17 1308-T, and the attached exhibits, 1302 to 1304 and

18 1309?
19 A Yes, | did.
20 Q And do you have any nodifications or

21 corrections to make?

22 A Yes, | believe there is an errata sheet
23 that's been prepared. How would you like nme to
24 handl e that ?

25 MR, MARSHALL: We've been marking those as
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a separate exhibit, rather than going through them
i ndi vi dual |y.

JUDGE WALLIS: Yes, | ammarking a
t hr ee- page docunent, entitled Errata for Christy A

Omhundro, as Exhibit 1312 for identification.

Q Is 1312 your errata sheet?
A | have 1308-T. ©Oh, let's see. | don't
have a marked exhibit before ne. 1'msorry.

Q The errata sheet's been marked as Exhi bit
1312. Do you see your errata sheet?
A Yes.
Q Wth the corrections described in that
errata exhibit, do you adopt the testinony here
t oday?
A Yes.
MR, MARSHALL: Okay. The witness is
avai |l abl e for cross-exam nation.
JUDGE WALLIS: Well -- very well
MR, MARSHALL: Yes, we nove the testinony
and exhibits into evidence.
JUDGE WALLIS: |Is there objection?
MR. TROTTER: Yes, Your Honor. First of
all, we did not object to the deposition going in so
that we can adequately argue the notion, Exhibit

1305.
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JUDGE WALLIS: Very well. So let's ask if
there's objection to receiving the deposition dated
April 26th, 2002, that's previously marked as Exhi bit
1305 for identification?

MR, MARSHALL: Well, | would object if the
other testinony is not in. It seens like we're
trying to get a deposition exhibit in, which is a
cross-exam nation exhibit, before the actua
testinony of the rebuttal and the attachnents.

MR. BRENA: The whol e point of the notion,
| believe, is to determ ne whether or not the
testi mony should conme in. She's verified the
deposition is correct. | think it would be
i nappropriate to allow into evidence her testinony
until the notion is heard.

MR, MARSHALL: Well, you know, in response
to depositions, normally you don't do redirect on
your own witness in a deposition. What this w tness
of course has done is supply rebuttal testinony that
answers a |l ot of the questions that were raised in
the deposition. It is, in a sense, by way of
redi rect exam nation of a deposition that you' d be
able to do that. O herw se, that would be the way it
would work in court. So | think that normally

depositions are taken to get discovery and to inpeach
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1 a wtness, but there would not be otherw se an
2 opportunity to respond unless it were with the
3 rebuttal testinony.

4 MR, TROTTER: Your Honor, | think the
5 reason we did this was sinply to respond to the
6 Conmi ssion's desire to have the deposition right

7 before you now, so that you can consider the notion

8 in context. If it's not noved, it's before you now
9 it's not that huge a deal to us, but that's why it's
10 here.

11 JUDGE WALLIS: Very well. W wll reserve

12 ruling on the exhibits noved by the conpany, 1301-T
13 t hrough 1304, 1308 and 9 and 1312 and on 1305 pendi ng
14 argunent on the matters.

15 MR. TROTTER: | would like the witness to
16 at | east respond that the testinony that is in 1305
17 is true, which was your deposition, that she gave

18 true answers to the questions therein?

19 THE W TNESS: Yes.

20 MR, TROTTER: Thank you.

21 JUDGE WALLIS: Very well

22 MR. TROTTER: Your Honor, |'m happy to
23 start if -- because we did support the notion to
24 strike. 1'd be happy to start or M. Brena can

25 start. Your choice.
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MR, BRENA: M. Brena started quite enough.

MR, TROTTER: Let ne start with one point.
If you could |l ook at Exhibit 1312, the errata sheet,
| counted 22 changes that are identical in adding the
words general tariff to various points in her
testinmony. W -- her testinony was unqualified
before that. She testified that every tariff filing
before this Conmi ssion since 1983 -- | think she's
expanded that in her rebuttal -- were based on the
FERC net hodol ogy. She now is saying it's only
general tariff increases since 1983.

Now, | asked her in Exhibit 1305,
transcri pt page four, Do you have any corrections to
meke in your testinmony? And her answer was, The only
correction | would make has to do with ny npbst recent
position, which is director of regulatory policy for
Paci fi Corp. So she did not seek to qualify her
testi mony under oath.

Now, the significance of this, of course,
is M. Collins admitted that there was a rate filing
i nvolving the Sea-Tac ternminal that was not based on
t he FERC met hodol ogy. So we had shown that the
conpany's testinmony that filings were al ways based on
t he FERC net hodol ogy was fal se. And then, again, we

asked her deposition testinony, which she indicated
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was true today. Well, now apparently they're
qualifying it to only general tariff applications,
but fundanentally --

CHAl RWOMAN SHOWALTER: M. Trotter, |I'm
really sorry to interrupt your line here, but | just
need to be rem nded, because the notions came up sone
time ago. |Is the notion to strike all of M.
Onmohundro's testinmony or just a portion? And if so,
tell me what portions.

MR. TROITER: Qur -- M. Brena can --

MR. BRENA: Yes to both.

CHAl RAMOMAN SHOWALTER:  Yes to --

MR. BRENA: Yes to both. W noved to
strike it all and Staff has been nore specific.

MR, TROTTER:. So let ne get to the
specifics, but | wanted to point that out right off
the bat, because it's very surprising to ne that the
day of hearing we get this kind of treatment.

If you look in the direct testinony, 1308,
page three, this is where she's asked to sumuari ze
her testinony, and on line 15 through 18, she talks
about a decision to switch nmethodol ogi es shoul d be
made in the context of regulatory history of the
conpany with regard for the investnent backed

expectations of the conpany, and throughout her
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direct and rebuttal, she consistently refers to the
switch, and on pages seven to nine of her direct, she
tal ks about investnent backed expectations.

There's two problens with this. First, we
asked her -- we asked her in her deposition,
transcript 16, about whether she had studied
A ynpic's decisions on howto nmake its capita
i nvestment. She testified, quote, | amnot the
expert, nor did | study necessarily how O ynpi c nmade
deci sions on howto nmake its capital investnents in
this state. So she has no testinonial know edge on
what were O ynpic's investnent backed expectations.

Secondly, in order to switch a nethodol ogy,
and this is a theme we've articulated fromthe
outset, you have to prove that the Conmm ssion adopted
a nmet hodol ogy to begin with, and all -- the only
docunent ation they've ever provided are Staff
menor anda and ot her -- the documents not signed by
you and not issued by you or your predecessors,
obviously. No orders of the Commi ssion findi ng what
an appropriate rate nethodol ogy is.

When rates are allowed to go into effect by
operation of law, that does not nean that there's an
affirmative determ nation that the rates are fair

just and reasonable or that anything underlying that



3886

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

filing is approved, but they are sinply allowed to go
into effect by operation of |aw.

So this witness has not provided a factua
basis for the, quote, switch, unquote, and she has no
know edge of the actual investnment backed
expectations of O ynpic.

The other major area that we will focus on
at this point is also in her direct testinony at
three. She speaks to oil pipelines having no duty to
expand capacity. She repeats that theme in her
rebuttal testinony at seven and -- that -- any
testinmony by this witness on duty to expand capacity
is a conclusion of law, and that's a matter of
statutory interpretation.

RCW 81. 28. 010 requires all common carriers
to construct, quote, sufficient service facilities,
unquote, to transport -- and I'll paraphrase -- al
property offered to it, unquote, but al so empowers
t he Commi ssion to order a common carrier to make
avai |l abl e adequate and sufficient facilities.

We believe, as a matter of |aw, conmon
carriers have a duty, that there may be regul atory
requi renments and the Commi ssion may have to all ow
certain terns and conditions, but | think the duty is

there as a matter of | aw
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So there's two problenms with the testinony.
First, she adnmitted she's not a | awer and she
admitted in transcript six that she was not intending
to provide any legal opinions in her testinony.
Secondly, her legal conclusion is wong and really
does not help the Commission inits -- in making its
deci si on.

In our prior pleading, we pointed out that
this witness testified that oil pipelines are
di fferent because they have to conpete for capita
sources with alternatives worl dwi de, and we pointed
out in the deposition that other conpanies do exactly
the sane thing. And she has filed rebutta
anplifying her point.

I guess we won't nove to strike that.
We' Il just examine her on that if she's permitted to
testify. But in these key areas, where she's
testifying essentially to issues of law and citing
Staff menoranda to dictate what the Conmmission did in
the absence of any orders dealing with it is sinply
i nappropri ate.

So her testinmony on duty to expand shoul d
be stricken. Her duty -- her testinony on investnent
backed expectations should be stricken for the

additional reason that there is no such thing as a
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reasonabl e i nvest nent backed expectation in the
nmet hodol ogy. That's the Duquesne U.S. Suprene Court
case.

And then, finally, it doesn't matter what
Staff menoranda said or did not say; it matters what
the Commi ssion did. And the only facts that this
conpany has been able to produce on what the
Conmi ssion did is that it allowed rates to go into
effect by operation of law. And | egal consequences
flow fromthat and they aren't the | egal consequences
that -- to which this witness testifies. |1'd be
happy to respond to any questions you have.

CHAI RWOVAN SHOWALTER:  Well, I'mtrying to
tease out your grounds, and | may be getting sone of
M. Brena's argunents mxed up with yours. But one
type of ground is that this witness is not qualified
to speak about the subject matter, but a different
ground coul d be that essentially her testinmony is
assuming a fact not in evidence, for lack of a better
way to put it.

On the latter, what | hear you saying is
t hat because there hasn't been established that FERC
-- excuse ne, that this Comm ssion approved a
nmet hodol ogy to begin with, then you say there can be

no perm ssible testinmny about a switch. 1Is that
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what you are saying?

MR, TROTTER: That's a nmmjor part of what
' m sayi ng.

CHAl RWOMAN SHOWALTER:  So on that count
only, you're saying no matter who is testifying to
this, whatever the qualifications, until it's
established that there was or is a nethodol ogy, it's
i mperm ssible or should be inpermissible to testify
about switching? 1Is that the gist of it?

MR, TROTTER:. That's -- on that issue, yes,
but the point is that the facts of what -- al
they' ve provided are Staff docunents and things in
Staff files and so on and making inferences from
that. That's what they're doing. They have no order
by the Commi ssion. So in absence of an order of the
Commi ssion -- and all they have is -- and she agreed
on the record that they -- that the Comm ssion
allowed rates to go into effect by operation of |aw.

Now, she testifies that you, quote,
necessarily determ ned, unquote, that rates were
fair, just and reasonable and sufficient. That's in
her testinony on -- one second. Her direct testinony
on page eight, line three to five.

CHAl RMOVAN SHOWALTER:  And | guess what |'m

trying to understand is whether the argunment you j ust
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1 made is a grounds to strike testinmony and not hear it
2 or it's a grounds to cross-exan ne, inpeach,

3 ot herwi se contradi ct what the w tness says.

4 MR, TROTTER: Yes.

5 CHAIl RWOMAN SHOWALTER:  And why is it

6 grounds to strike testinony?

7 MR. TROTTER: When it's a concl usion of

8 law, it needs to be stricken, and certainly the

9 Commi ssi on necessarily determ ned that such rates

10 were fair, just, reasonable and sufficient is a

11 conclusion of law. So there are no facts, they

12 haven't provided you any order, there's just sinply
13 no factual basis for us to exam ne on

14 CHAIl RWOMVAN SHOWALTER:  All right. And on
15 t he conclusion of law issue, is the reason that

16 you're saying it should be stricken sinply because it
17 is a conclusion of |aw or because you say Ms.

18 Omhundro is not a | awer?

19 MR, TROTTER: |'m saying both. She's not a
20 | awyer, she can't testify to conclusions of law, it
21 is a conclusion of Iaw, and they haven't provided you

22 any orders to substantiate it. And Staff menos and
23 ot her docunents of what people may have thought are
24 not rel evant.

25 CHAl RMOVAN SHOWALTER:  All right. But on
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the i ssue of her not being a | awer, we regularly
allow testinony in the hearing room about regulatory
principles, and we don't require that the statenents
come fromlawers, even if what they are stating
woul d be a conclusion of |aw, because we say,
generally, these are people who are famliar with
regul ation, they're a regulatory expert, not a |lega
expert, and we put their testinony in that context.

And |' m wondering why that shouldn't apply
here. O is it because, in addition, there's sort of
nothing to hang onto legally, neaning no order or no
grounds to say in the first place that there is a
regul atory policy?

MR TROTTER. Right. Here, I think I've
poi nted out testinony that is very specific. |It's
not a general policy. And if she wants to tal k about
what's in the public interest, | suppose she can do
that. But here she's saying, The Comm ssion
necessarily deternmined -- determ ned that such rates
were fair, just, reasonable and sufficient. That's a
very specific conclusion of law. And then her
testimony that oil pipeline conmpani es have no duty to
expand service, that's a very specific concl usion of
| aw, not a general, as a policy matter, you should

condition the expansion of pipeline on certain
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factors or whatever.

So | think it's categorically different
than a general policy witness who m ght tal k about
what they think your policy ought to be. She's
tal ki ng about what a statute neans.

And we pointed out that the statutes do
tal k about the Commi ssion ordering adequate
facilities to be provided and a duty to serve persons
who tender property to you. She responds and said,
No, that's not -- you haven't given ne anything
convi nci ng enough to change ny mnd. Well, you know,
that's just problematic. It's purely -- whether they
have the duty or not is a result of an interpretation
of a statute, and that's not a testable issue for
testi nony.

JUDGE WALLIS: Have you parsed out the
speci fic pages and lines of testinobny to which you
obj ect ?

MR. TROTTER: Yes. It would be in the
direct, page three, lines 12 to 18, where she tal ks
about duty to expand and the investnent backed
expectations. Then line 19 on, where she tal ks about
the switch. Page four, lines 14 to 16, where she
tal ks about what the Commi ssion did in absence of a

Conmmi ssi on order. Page five, lines 18, through page
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Si X -- excuse ne, seven, line three, where she talks
about the duty, again. And then page seven to page
-- page seven, line 18, through page nine, line --
well, to the end, where she tal ks about investnent
backed expectations, and then also duty to expand.

And then it's very hard in the rebuttal to
go through it, because it's -- the testinony about
swi t chi ng net hodol ogies is pervasive. But in terns
of the testinmony on duty, that's on page seven of the
rebuttal and over onto page eight. And page eight,
line 13, to page nine, line eight. Page nine has
anot her problem line 16 through 21. She adopts the
testimony of -- or at least refers to and accepts the
testi nony of M. Schink on cost of capital, and she
admtted in her deposition she wasn't a cost of
capital expert.

So those would be the main points. But,
agai n, on page ten of her rebuttal over to page 12,
line 11, she again cites Staff menos for what the
Conmi ssion did. And that includes -- that's -- that
exists in her Exhibits 1302 -- | think it's all of
her exhibits, other than her resune, are not direct
docunents of the Comm ssioners; they are Staff
menor anda and ot her documents that seek to

characterize it. And that's sinply not appropriate.
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If they had an order, that woul d be one thing, but
they don't.

COW SSI ONER HEMSTAD: M. Trotter, is it
your position that Staff nenoranda on -- taking the
Staff's position that no nethodol ogy has been adopted
by the Conmmi ssion, that Staff nenoranda on tariff
filings that are allowed to go into effect and the
underlying reasoning would not be relevant to this
Conmi ssion as it decides the issue of nethodol ogy?

MR, TROTTER: They are not relevant for the
purpose that A ynpic is using them They are saying
that you adopted a net hodol ogy, you deternined rates
were fair, just, reasonable and sufficient, and now
you can't switch, for all the reasons that she said.

COW SSI ONER HEMSTAD:  But what about on
the nmerits, as to what evidence we would | ook at as
to what net hodol ogy we shoul d adopt ?

MR. TROTTER: It nmay be relevant for that.
It's not offered for that, but the -- our core point
is that when you allow a tariff to go into effect by
operation of law, that does not include a
determ nation that the underlying methodology is
appropriate or not appropriate.

COW SSI ONER HEMSTAD: | think we

under stand that point.
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MR. TROTTER: And so on. And nobst of the
testinmony flows fromthat basic divergence of |ega
opi ni on.

MR. BRENA: Commi ssioner Hemstad, if | may
respond briefly to your |ast question?

MR. MARSHALL: Well, this isn't M. Brena's
notion at the nonment, so | would |ike an opportunity
to respond to M. Trotter before M. Brena does his
not i on.

JUDGE WALLIS: Why don't we take M. Brena
in turn and see if there are any further Conmi ssioner
guesti ons.

CHAI RAOMAN SHOWALTER: Yes, | do. | have
-- let's assunme that there has been no order
approving or affirm ng FERC net hodol ogy out of this
Conmmi ssion and that, therefore, there is no approved
nmet hodol ogy coming out of this Commi ssion. Assume
further that Ms. Omphundro is not an expert in FERC
net hodol ogy and she's not a | awyer, but let's assune
she is or can present herself to be a regulatory
practice expert, and that she is qualified to testify
about what we should or shouldn't do based on her
view of not the |law and not our prior orders, but her
vi ew of what we ought to do in this situation.

If you assune all that is true, why should
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1 we grant your nmotion to strike this testinony?

2 MR. TROTTER: Because that's not her

3 testinmony. Her testinony is based on the |ega

4 concl usi on that when you -- that you -- | don't want
5 to msquote it here. That you necessarily determ ne
6 that rates were fair, just, reasonable and

7 sufficient. She's talking about a switch of

8 nmet hodol ogi es, which assunme that you adopted one to
9 begin with, she says you created by your actions

10 i nvest ment backed expectations on behalf of O ynpic,
11 and on and on and on

12 If she had said, you know, we believe that
13 we filed our tariffs on this nethodol ogy and they
14 were allowed to go into effect by operation of |aw,
15 and you should continue to allowthemto go into

16 ef fect by operation of |aw and here's why, that is
17 one thing, but she goes way beyond that to put nuch

18 nore | egal spin on those facts than the | aw would

19 permt.
20 JUDGE WALLIS: M. Brena.
21 MR. BRENA: |t was ny understanding that we

22 woul d argue our notions were covering the sane
23 material, that I would go ahead and argue ny notion,
24 and then M. Marshall would be able to respond to

25 bot h.
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JUDGE WALLI'S:  Yes.

MR, BRENA: Okay. Well, first,
Conmi ssi oner Henstad, the 1983 neno is in the record.
And it will be presented as a part of the record and
the Comm ssion will have access to what Staff had to
say in 1983. This witness picking up the nmeno and
reading it and telling you what her opinion of it is
adds nothing to the record at all. So it isn't -- so
the issue isn't whether or not the Comm ssion should
consider what its Staff may have said at an earlier
point in determning the nerits of the nethodol ogy
guestion; the question is does this w tness have
anything to add to that neno.

We can all sit and read that neno, and sone
of us have the | egal background and training to
interpret howto apply it. But she's either a lega
witness or a policy witness or a fact w tness, and
she isn't any in this case. So she doesn't -- she
doesn't present herself as a |legal wi tness. She
doesn't have facts to add. She has no facts within
her personal know edge or experience, other than her
review of that 1983 experience and her purported
review of certain cases.

So she's not a fact witness, she's not a

| egal witness, so that |eaves open the possibility



3898

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

that the Chai rwoman was expl oring about whether or
not she's presenting herself as a regulatory expert
in some capacity.

You can't be a regulatory expert unless you
understand the policies underlying the nmethodol ogy
you' re advocating. | mean, and she's very, very
clear in her deposition that she doesn't have any
i dea what soever what the underlying policies are
under|yi ng the FERC net hodol ogy, so she cannot be a
regul atory expert.

But | would rather prefer to argue this
with the specifics of her deposition first, and then
come back to the conceptual overview of how those
shoul d be viewed, and what I'd like -- what |1'd
propose to do is just to wal k through her deposition
with the Comr ssion so you can see how extrene her
testinmony is conpared with her |ack of |egal, factua
or regul atory expert experience for the opinions that
she' s advanci ng.

And you will ultimtely see in her
deposition that she acknow edged that her own opinion
wasn't even the issue; that the ultimte issue was
whet her or not a methodol ogy produced a just and
reasonabl e rate and not whether it had been used in

the past at all, which undercuts all of her testinony
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1 in this hearing.

2 Sol'd like to start on page 89 of the

3 deposition, and with your indul gence, just take a

4 little while and wal k through who this witness is and
5 what she knows and whether it's hel pful to you.

6 MR, MARSHALL: At the risk of -- during

7 this procedure where we go through the deposition,
8 there were al so passages in the deposition that

9 clarify certain of the answers that she's given, so
10 I'"'ma little concerned that we're just going to be
11 taki ng excerpts that are favorable to one view and at
12 that time not have the conplete picture.

13 JUDGE WALLIS: M. Marshall, you'll have
14 the opportunity to respond.

15 MR. MARSHALL: Okay.

16 MR, BRENA: Well, and a good advocate

17 bef ore a Conmi ssion doesn't present one side of the
18 story if the other side's going to hurt himin just
19 about one mnute. That's not a very good way to

20 approach trying to persuade people of what you're

21 trying to say, in ny experience.

22 So l'd like to start on page 89, line 11
23 with the question, Have you ever read 154-B? | nean,
24 how -- | have skinmed it, she responds. The next

25 guestion, Have you -- do you know how many 154 series
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of orders there are? And there are three. No. Have
you ever read 154-C? And she responds no. Have you
ever read Wllians 1? And she says, |'ve read
general ly sone information about Wllians. | don't
know if it was to Wllianms 1.

I'd like to go to page 90 of the
deposition, line 11 -- line eight. Do you know

whet her or not that case that you revi ewed was

Wllians 1 or Wlliams 2? | don't know. Do you know
whet her -- do you know that there are two WIIlians?
Answer, | don't know, no. Have you read WIlliams 2?

And she's unable to respond to that.

MR. MARSHALL: Well, actually, she does
respond to that.

JUDGE WALLIS: M. Marshall, please refrain
from giving your observations until it's your turn.

MR. BRENA: On the bottom of page 90, M.
Marshal | attenpts to save tine in the deposition, and
the last line on page 90 and goi ng over on page 91
he states, She has not tried to nake an i ndependent
anal ysis of FERC met hodol ogy in any kind of way,
shape or formto offer |egal opinions or other
opi ni ons about FERC net hodol ogy.

This is the counsel defending her,

acknow edgi ng that she has no know edge what soever
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with regard to FERC net hodol ogy. And this is a
wi tness that they've advanced that it's in the public
interest for you to adopt that nethodol ogy.

| goon. 1'dIlike to go to page 91 now.
I"'m-- which | guess |I flowed over into. Line 15, on
page 91. Prior to this case, have you ever revi ewed
any FERC rate filing? And there is a series of
objections. M. Marshall states, Objection, this
Wi tness has not reviewed the rate filing at the FERC
in this case, either. He has acknow edged that the
Wi tness that he's advanci ng has never even read the
FERC filing in this case. 1'd like to go to page 92,
line seven.

MR, BEAVER: Could | interrupt for a
mnute? | just -- could | just tell M. Onphundro
where her deposition transcript is? She asked and

don't want to, w thout permission, tell her where it

is.

JUDGE WALLIS: Yes, you may.

MR. BEAVER: Thank you.

MR, BRENA: 1305. Okay. |I|'d like to go to
page 92 of the deposition, line seven. Have you ever

reviewed a FERC rate filing before in your career
before this case? Not nore than cursorily. Okay. |

ask, Have you reviewed the FERC filing in this case?
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1 No, | haven't. The cursory review of the FERC filing
2 that you referred to concerned el ectrical whol esal e

3 matters? Yes. Next question, What nethodol ogy does
4 FERC use to regulate electrical wholesale matters?

5 Answer, | don't know.

6 Go down to the bottom of the page on |line

7 25. Do you know the details of any nethodol ogy that

8 FERC applies under any situations? Answer, | am not
9 an expert on FERC nethodology. | think | said that
10 at the add set -- onset. |Is the answer to ny

11 guestion that you knew? The answer is, No.

12 This is a regulatory witness that they're
13 advancing or a policy witness that they' re advancing
14 who has acknow edged that she doesn't know the

15 details of any FERC net hodol ogy applied to any

16 situations.

17 I'"d like to go to page 97 of the

18 deposition, line 11. M question, OCkay. Do you know
19 why or the policy behind allowing a starting rate

20 base under federal regulation? No.

21 This is a witness who has acknow edged in
22 her deposition that she doesn't even know what the
23 policy concerns are behind the starting rate base.
24 Next question, Do you know why a TOC was

25 adopted under federal regulation? Answer, No. |'d
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1 like to go to page 101 of the deposition, please,
2 line 22. Do you know what types of entities are
3 regul ated under 154-B? No, | don't. Are railroads

4 regul ated under 154-B? M. Marshall objects. |

5 don't know what conpanies are or are not regul ated
6 under 154-B, so no, | don't know. Do you know if

7 tractor-trailer rigs and interstate commerce are

8 regul ated under 154-B? | think | have answered that.
9 The answer is no. The answer is no.

10 How do you know that O ynpic's filing was
11 based on 154-B? | have not made the allegation that
12 QO ynpic's filing was based on 154-B anywhere in ny
13 testi nony.

14 At the bottom of the page, on page 102,

15 line 23, Do you know whether or not O ynpic has ever
16 filed a proper federal filing under any federa

17 regul ation? On the top of page 103, | don't know
18 t hat .

19 Page 104 of the deposition, |ine seven,

20 Okay. Has Oynpic filed its case, filed its rates
21 bef ore the Washi ngton Commi ssion on a consi stent

22 basis? | don't know.

23 And bear in mind that the core of her

24 analysis is you've done it in the past, you should do

25 it in the future. She doesn't know what you've done



3904

1 in the past, and she's acknow edged that.

2 Page 110 of the deposition, |ine 18.

3 Speaki ng specifically to her about the Staff neno in
4 1983 by M. Colbo, Is that Staff nmemp -- is that

5 Staff menop Conmi ssion action, in your view? No.

6 Now, |'d like to relate her answer back to
7 M. Trotter's argunent. She is acknow edgi ng that

8 the Staff neno is not Conmission action, but her

9 whol e testinony is based on the prenmise that the

10 Conmi ssi on has adopted the nethodol ogy in the past.
11 So her deposition is factually directly in opposition
12 to her testinony that she's presenting to the

13 Conmi ssi on.

14 I'd like to go to page 117 of the

15 deposition. And at this point, I'mjust trying to

16 deternmine in the deposition whether anything that she
17 says or anything that this Commi ssion may have done
18 or may not have done is relevant to this proceeding.
19 And | ask her, Well, if this Conm ssion determ nes

20 that the prior nethodol ogy results in unjust and

21 unr easonabl e rate at hearing, then should they give
22 any consi deration whatsoever in your nmind to the fact
23 that it's been used in the past? And she answers, on
24 line 21, If the Conmission determnes that a rate is

25 unjust and unreasonable, | don't think it should
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approve it.

My next question is, So the real issue
before the Conmi ssion is not continuing a nethodol ogy
or not -- which is the core of her testinony -- the
real issue before the Conmi ssion is setting a
net hodol ogy that results in a just and reasonable
rate; is that fair? To which she answers, That's
fair.

She has adnmitted in her deposition that her
testinmony is irrelevant to what we're here to do,
which is set a just and reasonable rate. It doesn't
matter what's happened in the past; it matters what
is a just and reasonable rate now

I go on on page 118, line 18, | mean, the
real issue here, isn't it, is what nethodol ogy should
produce a just and reasonable rate? You agreed with
that; correct? Which she answered, Yes.

The next question, If this Commi ssion
determ nes that the nethodol ogy that O ynpic Pipe
Line has used in the past does not produce a just and
reasonable rate, then it should not order that
nmet hodol ogy be used to set future rates regardl ess of
whet her or not it's been used in the past; isn't that
true? Yes, is her answer.

Then | turn to the underlying regulatory
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1 policies behind, for exanple, starting rate base. On
2 page 120, line five, | asked, Do you believe that an
3 investor in a regulated rate setting should recover

4 an investnment which they did not invest? No.

5 She has given specific testinony that you

6 shoul dn't recover investnment you don't invest. That

7 is what the starting rate base does.
8 Page 122 of the deposition, line 13 --
9 well, let's start with line six. Do you have any

10 reason to believe that, prior to 1996, that O ynpic
11 deferred that portion of their equity return? Going
12 to the deferred return issue. Bear in mind, there

13 are really only two issues. People are talking a

14 I ong, long tinme about FERC versus DOC. There's

15 really only two things for you to decide with regard
16 to that. One is is whether or not you're going to

17 allow a retroactive cal culation of prior deferred

18 ear ni ngs when they haven't denonstrated that they had
19 any deferred earnings in prior years, whether you're
20 going to allow that to be collected in future rates.
21 The second thing is is whether or not you're going to
22 allow themto recover a return on investnent that

23 they didn't make, which is what the starting rate

24 base does. Those are the only two differences

25 bet ween the nethodol ogi es that -- period.



3907

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

So we're getting -- this is going to the
deferred return portion. Do you have any reason to
believe that they deferred any return? | don't know.
And she goes on to support she doesn't know if they
did or did not.

Okay. You read fromthe Staff neno in
1983. Do you understand that O ynpic's rates in 1983
were set under 154, and not 154-B? | don't know
whet her they were set under 154 or 154-B, she says.

Well, all I can tell you is is that her
deposition is perhaps sone of the best testinony we
have that you should not adopt FERC s nethodol ogy in
this case. But to go to whether it should be struck,
in what way is this testinony helpful or relevant to
this proceeding? She is not a |egal expert, but she
has given a great deal of legal advice. She is not a
fact witness, because she has no facts to offer. |If
you read this deposition, she read the 1983 Staff
meno and then, without knowi ng whether or not they
had filed consistent or not, w thout know ng anything
about the nethodol ogy, wi thout know ng whether or not
-- testifying that it hadn't really been adopted,
then she goes on to postulate that it's in the public
interest for you to continue sonething that was never

adopted, that hasn't been consistently applied, and
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gives testinony on the reasons that contradict her
very testinony.

She is not a regulatory expert that offers
-- that understands -- and she has acknow edged that
she's not a regulatory expert with regard to the
underlying principles underlying 154-B, which is what
their rate case is based on. She's unfaniliar with
the principles, she's given testinony agai nst those
principles, not in favor of them She's never even
read the orders.

So | don't know -- | nean, in what way can
this witness possibly be a regulatory expert whose
policy evaluation of a nethodol ogy that she knows
absol utely not hing about, in what way should that be
allowed into this proceeding? | think it should not.

And in considering this, | would just say
wor k through that deposition and read what it is that
she said, and then conpare it with her testinony.

And in her testinony, she offers a |l egal analysis of
the public interest under the Hope decision. She's
not an attorney. And how can you be a public

i nterest regulatory expert when you don't know
anyt hi ng about the policies that you' re advocating?
And she has acknowl edged that. That's not ny

opi nion. That was her opinion. That was her
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statenent in her deposition.

So she hasn't qualified herself as a
regul atory expert with regard to these matters, she
is not a legal expert and she is not a fact expert.
If the attorneys want another opportunity to brief,
which is what this is, they'll have an opportunity to
brief. This adds nothing to the factual or policy
i ssues that are before this Conmission. These are
i ssues that should be taken up by counsel on
briefing. And they just tried to get a free shot at
briefing it early, and that shouldn't be pernmtted.
Thank you.

JUDGE WALLIS: Questions? M. Finklea.

MR FI NKLEA: Well, | won't go back over
any of the arguments of either Staff or Tesoro, but
"Il just note that Tosco does support Staff and
Tesoro's notions.

JUDGE WALLIS: Very well. M. Marshall

MR, MARSHALL: The issue of nethodol ogy, of
course, is a very relevant part of what we're trying
to do here. |In fact, it came up in the June 27th
open neeting session, when it was indicated it ought
to be decided early on. But for this witness, we
woul d not have any exhi bits regardi ng what the past

Staff nmenoranda anal ysis and policy determ nations of
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the Staff have been, what they | ooked at, what the

i ssues are about one nethodol ogy versus another, but
nore inmportantly, what the result is if you apply one
nmet hodol ogy versus anot her.

This witness is the only wi tness that
sponsors the exhibits that have the Staff menoranda
and the background material. It's not in the record
otherwise. | nmean, it's -- it was said by M. Brena
that somehow we woul d have Staff's 1983 menorandum in
the record. But for Ms. Onphundro's exhibits, it
woul dn't be there. [It's not an exhibit otherw se.

CHAl RWOVAN SHOWALTER: M. Marshall, the
issue at this point is Ms. Omwhundro's qualifications
to give her testinony. And in that regard, do you
agree first Ms. Omhundro's not a | awer?

MR, MARSHALL: Yes, she's not a | awyer.

CHAI RWOVAN SHOWALTER:  All right. Do you
al so agree that she is not a fact witness? Do you
agree that she has no facts in her own direct
experience?

MR. MARSHALL: She has done a review,
guess an audit of past practices, and to that extent,
she brings forward facts about what the past practice
has been, as she understands it, based on what the

filings have been and what the basis for the filings.
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1 And we agree, there's no question that this
2 Commi ssion has not fornally adopted one net hodol ogy
3 or another for oil pipelines. W said that in our
4 petition that we filed on Cctober 31st, we've said
5 that consistently throughout. That's a red herring.
6 W're trying to figure out what the past
7 practi ce has been, because there's been a series of
8 tariffs that have been adopted, accepted, whatever
9 the term nol ogy may be. But we're not clainmng that
10 there is a formal adoption of the nethodol ogy. What
11 we're trying to do, since this pipeline's been in
12 operation and been regul ated by this Commr ssion since
13 1965, is determ ne what the past practice has been
14 And we further concede, and Ms. Omhundro
15 concedes that this Comm ssion can change
16 nmet hodol ogi es at any tine. It can nove to whatever
17 nmet hodol ogy it wishes. And we're not trying to say
18 that there's a vested right somehow i n one
19 nmet hodol ogy, but we're saying sonething very
20 i mportant, which is --
21 CHAl RAMOVAN SHOWALTER: M. Marshall, it's
22 not you who are -- right now we have to decide
23 whet her Ms. Omhundro is qualified to give the
24 testi mony she gives, and if you --

25 MR. MARSHALL: Right.
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CHAl RWOVAN SHOWALTER: At the risk of
oversinplification, if the conpany's position or her
position is that because you, the Conm ssion, have
had this practice in the past, practice defined by
the Staff meno, you should continue it in the future.
Doesn't it -- isn't there still the question of
whet her Ms. Omhundro is qualified to give testinony
about what underlies that practice? That is, what is
this practice called FERC met hodol ogy that you
al | ege.

MR. MARSHALL: Correct.

CHAl RWOVAN SHOWALTER:  If all -- if the
only level of detail that she's actually qualified to
testify about is continue the Staff nmeno, that isn't
an expert.

MR, MARSHALL: That's right. Your question
to me was what kind of fact background does she
bring, and I was responding to the fact part. The
fact part was she tried to gather as nuch information
about what the past practice is, and so that's step
one.

And what she's done, and no other witness
does this in this case, is she brings to you, the
Commi ssi oners, in one coherent package, a review of

what the past practice is, the best that we can
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understand it and the best she's been able to present
it to you and her understandi ng.

The next step is to try to determnmine --
again, this is a fact part -- what has the Staff
itself determined the inpact to be if you use that
nmet hodol ogy versus anot her nethodol ogy. And so
that's --

COW SSI ONER HEMSTAD: I f | can pursue the

point. M. Brena said that the Staff nmeno is al ready

in front of us. It may be in front of us sone other
way. You're suggesting that it is not. If it is
not, | assune you could -- and were we to grant M.
Brena's motion -- you could ask us to take

adm ni strative notice of the earlier Staff nmenoranda,
could you not?

MR, MARSHALL: | suppose, but that -- |
guess we could do it a number of different ways, but
what |'m suggesting is that there's a several step
process in Ms. Omhundro's analysis. The first two
steps were, one, deternm ne what the past practice
was. And there wasn't just one nmenorandumin 1983;
there were a series of menoranda. The next nost
i nportant one was the 1996 menorandum and the 1998
menor andum

COW SSI ONER HEMSTAD: That was ny point



3914

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

about asking to take admi nistrative notice of those
hi storical nenos.

MR, MARSHALL: | suppose, although we just
recently becane aware of a nunmber of work papers from
Staff in the 1983 nmenorandum They' ve been put into
Ms. Omhundro's anal ysis, they've been nmade part of
her rebuttal testinmony. And then, after the rebutta
testimony is filed, we have yet been presented
another fax that, in 1996, that Staff received froma
wi tness that al so hel ped determ ne what the
nmet hodol ogy was. At that time --

CHAl RAMOVAN SHOWALTER:  Okay. But, M.
Marshall, let's assune all of the Staff nenoranda and
wor k papers are adnmitted into the record. Those are
docunents fromthe past. They may or may not be
rel evant, but just assune for the purposes of this
argunment that they are in front of us.

The question is what can Ms. Omhundro --
what are her qualifications, what can she add, what
ki nd of analysis can she add to those docunents? Wy
is she qualified to say anythi ng about those
document s?

MR, MARSHALL: Right, the first foundation,
of course, was to get the past practice and then to

deternm ne whether that past practice nmade a
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difference. | nean, if there's no difference in
outcone, you don't need to proceed on to anal ysis.

CHAl RWOVAN SHOWALTER:  And how woul d she
know that difference? Doesn't the depositions
denonstrate she can't really analyze the differences,
because she hasn't got the expertise in FERC
nmet hodol ogy?

MR, MARSHALL: Actually, that's where M.
Brena cited selective quotations. M. Omhundro said
two things about know ng how t he FERC net hodol ogy
wor ked. And by the way, it's changed over tine.
First, she |ooked at the Staff nenoranda to determn ne
what they said on how it worked. Second, she
consulted with Brett Collins, who, at pages three to
12 of his testinony, describes exactly how 154-B
works with regard to starting rate base, trended
original cost. And third, Ms. Omhundro actually
very clearly states her understanding of that. Let
me - -

CHAl RMOVAN SHOWALTER:  But what are her
qualifications? |In other words, any nunber of people
could -- doctors, |lawyers, accountants, engineers
could read the nenps and could talk to M. Collins.
The question is why is she qualified to give us

testimony about it? And | wish you' d focus on that
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question. What are her qualifications? Not what she
said in her testinony or her deposition, unless it's
about her qualifications to analyze those things.

MR. MARSHALL: Certainly. | think her
under st andi ng of what the end result is of the
nmet hodol ogy, how it works and what result it produces
is inmportant. And when you get, then, to the end
result, the two questions that she gives opinions on
which are helpful | believe to this Comm ssion, very
hel pful, on the ultimte point of nethodology, is
what should you do knowing that it produces a
di fferent outcone.

First, this Commi ssion, in her view should
ask is there a sufficient difference between oi
pi pelines and other regulated utilities? Because the
proposition here is that this Conmm ssion should not
adopt an oil pipeline nethodology sinmlar to FERC s
here in this situation, but it should adopt one
simlar to other utilities that this witness is very
fam liar wth.

So one of the questions that she has
addressed is are there sufficient differences based
on her know edge between oil pipelines, the history
of oil pipelines, the nature of the business, and

other utilities that are regulated or with a
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depreci ated origi nal cost nethodol ogy.

And then the final question to which she
brings a great deal of experience to bear is what do
you do in the application of this end result, know ng
that it produces -- and Staff nmenoranda show this and
her own review shows this, that if you apply the
federal nethodol ogy, you get a nuch |arger revenue
requi renent, a nuch larger rate than if you applied
the depreciated original cost in other parts of
utility.

So what do you do with that end result when
you | ook at the public interest factor in the
circunstances of this case. And at the very outset
in her direct testinony and her rebuttal testinony,
her opinion, based on the end result of the public
i nterest standard and her know edge about this
conpany's dire financial condition, which, by the
way, was confirmed by this Comm ssion's order in the
interimcase, is that this would be the wong tinme to
nove to depart froma past practice.

Now, whether we call it sw tching
nmet hodol ogi es, that may have been a termthat | think
M. Trotter took exception w th, but what Ms.
Omhundro quite clearly says is that this would be

the wong tine to depart from what has been a past
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practice because of all the circunstances, the public
interest factors are significant here.

No ot her witness has addressed the public
interest factors in ternms of should you nove away
froma past practice. No other w tness has
identified the significant difference in the end
result from applyi ng one nethodol ogy to anot her
This is entirely within the realmof expertise of
this wtness --

CHAl RMOVAN SHOWALTER:  Why?

MR, MARSHALL: -- as a regul atory expert.

CHAl RMOVAN SHOWALTER:  Why? That's really
the question. It's not that there's no other
witness. You may not have a witness if she's not
qualified. But why -- what is the reason that M.
Omhundro's qualified to talk about the difference
bet ween the FERC net hodol ogy result and the -- sone
ot her net hodol ogy result?

MR, MARSHALL: | guess what you have to
look at is if you're trying to conpare two things,
and you have experts that know the federal side, and
you need an expert on the state side, are you going
to find that expertise in one individual, true
expertise.

Now, Ms. Omphundro really understands how
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this Conmm ssion applies general utility ratenmaking.
There's no question about that, that she's an expert
and has that background. So the question is, well,
how do you bring in a witness to conpare an oil
pi pel i ne met hodol ogy with what this Commi ssion is
nore famliar with. And so the conparison is the
i ssue.

And now, how does she cone to that
know edge about the FERC side, because we've
established that she is very famliar with the UTC
side. How she cones to that know edge is, again,
like every other expert, she can rely on experts to
supply information necessary to make a conpari son,
and she's done that by reviewi ng Staff nmenoranda, by
reviewing what M. Collins has said, and al so now by
what Leon Smith has said. So that supplies the basis
for the ability to make a conpari son, but she's the
only witness that makes a conparison.

| have to say that nobody who has
background in the UTC nethodol ogy is taking a | ook at
the past practice and saying what's the end result,
how does this fit in with the public interest
standard, and how does this fit the facts of this
particul ar conpany within the end result, within the

public interest standard. Now, that --
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CHAl RWOVAN SHOWALTER:  Assum ng Ms.
Omhundro is an expert in our regulatory policies as
applied to electric utilities, howis that expertise
brought to bear in her testinony?

MR, MARSHALL: Well, again, | think M.
Trotter said, for exanple, on duty to expand, she
doesn't know the difference between an oil pipeline
duty and a electric utility. Well, she does. |
mean, she has that background. There's sone
significant differences between oil pipelines and
regular utilities that have a direct bearing on what
nmet hodol ogi es have been applied to oil pipelines in
t he past.

The 1983 nenorandum attached by Staff
identifies a nunber of them M. Omhundro has
identified several of the differences that say if you
are an oil pipeline, there is justification for
havi ng that kind of difference.

Now, with regard to just a couple of other
points that weren't in the nmenorandum that we
submitted, M. Trotter tal ked about the Sea-Tac
suppl enental tariff. That was a negotiated rate and
that's why we just wanted to be clear that we weren't
trying to talk about all rates, whether they're

negoti ated, but general pipeline nmethodol ogy rates.
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It's -- we're trying to confine it to the main
gquestion that | believe the Conm ssion wants to know
about .

But this is a very inportant and rel evant
question, what methodol ogy ought to be applied. And
frankly, we thought that Staff would supply a
bal anced vi ew of why one versus the other, and --

JUDGE WALLIS: M. Marshall, again, we seem
to be leaving the main purpose of our discussion
here. | think the Conmission at this tinme may be
ready to consider the argunents that the parties have
rai sed and make a deci sion.

MR, MARSHALL: | would just point out --

MR, BRENA: Could I briefly respond?

MR, MARSHALL: -- that paragraph 29, at our
answer on page 12, addresses sone of the -- | didn't
-- what | was trying to do in ny oral comments here
was not to be repetitive of what's in our witten
response, and | would urge the Conmission to read
t hat .

| also have -- and | don't want to read
these excerpts to reply to M. Brena, but | do have
copi es of excerpts that | think put his excerpts in
perspective, and | would Iike to pass that out,

rat her than go through that.
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JUDGE WALLIS: Let's hear briefly from M.
Brena, and then, if you wi sh, you may distribute
that. Not right now, please.

MR. BRENA: | think the Conmi ssioners
questions go to the heart of the matter. First of
all, with regard to the prior -- prior practices,
Tesoro has put in, under 1311, a conprehensive
listing of all the prior filings. It was going to
introduce it under this witness. It was objected to
by O ynpic, and Tesoro has withdrawn it and intends
to put it in under witness Brown.

So you will have before you the filings
that are relevant for you to consider, and O ynpic
will have every opportunity, if it feels that we
haven't given you all the things that we should, to
suppl enent it for conpleteness. You can take
admi ni strative or judicial notice of these things.
This witness adds nothing to that. Counsel for
O ynpic began with that she stated what the past
practice was. She doesn't know what the past
practice was. Wen she was asked directly, you read
fromthe Staff meno --

JUDGE WALLIS: M. Brena, | think you're
repeating sone of the points you made earlier, and

know the Conmi ssion is anxious to take this under
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advi senment and nove on.

MR, BRENA: Okay. Let nme see if -- to the
degree that he suggested that she nay conpare and
contrast oil pipeline regulation with utility
regul ati on, she has no experience with regard to oi
pi peline regul ation and has denobnstrated none.
think -- well, I'Il just stop there, then.

JUDGE WALLIS: Ckay.

MR. BRENA: Thank you.

MR. FI NKLEA: Your Honor, | have one
observation from M. Marshall's argunment. Tosco
of fered an exhibit during the cross-exam nation of
M. Collins that does show what the cal cul ated
difference is between using the depreciated origina
cost and the trended original cost, so as far as what
the difference in this case, | think there's record
evi dence of what the difference is.

Al so, when Dr. Means was on the stand on
Fri day, we again showed what the difference between
-- at his recomendations, what the difference in
rates would be if you used TOC versus DOC, so | think
there's plenty of facts on that.

JUDGE WALLIS: Thank you, M. Finklea.

COW SSI ONER HEMSTAD: | have one question

to M. Trotter. | understand your notion is limted
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to striking portions of the testinony. Are you also

joining in M. Brena's notion to strike all of it?

MR, TROTTER: Well, | think after being
rem nded of his part of the deposition -- | was
focusing on ny part -- he's made sone significant

points. There's not too nuch left of this testinony
after -- if you grant the notion on ny basis. It
really isn't too helpful, so we would support it.

JUDGE WALLIS: Very well. W'IlIl take an
afternoon recess at this time and --

CHAl R\OMAN SHOWALTER: M. Beaver wanted to
give us the excerpts fromthe deposition

JUDGE WALLIS: Yes, of course. And we'l
be off the record.

(Recess taken.)

JUDGE WALLIS: Let's be back on the record,
pl ease. The Conmi ssion has deliberated upon the
notion and the answer -- notions and the answer, and
the oral coments, as well as the witten comments.
The Conmmi ssion observes that it is relatively libera
about allowi ng policy witnesses to discuss |egal and
policy matters, but we also note that Ms. Omhundro
expl ai ned candi dly, honestly in her deposition that
she |l acks the specific expertise that relates to her

topic, and the Commi ssion concludes that she | acks
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1 the expertise to support her testinony.

2 The information that she supports is
3 largely either in the record or, according to
4 counsel, will be offered to the record. The |ega

5 argunents that she nakes are, in fact, |ega

6 argunents and they may be nmade, as may the policy

7 argunents, by counsel

8 So consequently, in light of all of the

9 factors, the Comm ssion does not believe that O ynpic
10 is substantially harnmed by the | ack of Ms.

11 Omohundro' s testinony.

12 So with that, | believe that M. Cumm ngs
13 is the next witness. Let's be off the record for a
14 nmonent to allow Ms. Omhundro to | eave and M.

15 Cunmmings to conme forward. Are there any -- in case
16 there's any question, the notions to strike are

17 grant ed.

18 MR. MARSHALL: Wth regard to that, a
19 clarification on the exhibits. | understand that
20 it's not the Conmission's desire to keep out any of

21 the factual portions of the exhibits that have been
22 put forward, including the various files from Staff
23 that we had as exhibits; is that correct? O should
24 we develop a different set of exhibits and introduce

25 them at sone point?
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1 JUDGE WALLIS: It is ny understandi ng that
2 ot her witnesses would be able to sponsor those

3 exhi bits. Is that true, M. Mrshall?

4 MR, MARSHALL: | don't know. | nean, this
5 was - -
6 JUDGE WALLI S: I think there was sone

7 di scussion earlier that official notice mght be

8 taken of those docunents, as well, because -- to the
9 extent that they are records fromthe Comm ssion.

10 MR, MARSHALL: May | nmke a suggestion that
11 what we do is put together a set of those that we

12 woul d I'i ke the Comri ssion to take judicial notice of,
13 and then, as | understand it, the Conmission is

14 willing to do that?

15 JUDGE WALLIS: Wwell, what | would suggest
16 is is that you gather the materials, and you're free
17 to request that the Conm ssion take notice, free to
18 offer themas a stipulated exhibit, or just to offer
19 them and the Conmission will review any issues that
20 parties raise at that time and nmake an appropriate
21 ruling.

22 MR. MARSHALL: The other alternative, and
23 this would be one that we would prefer, would be to
24 have those marked as cross-exanination exhibits for

25 M. Col bo, who, after all, was the Staff w tness from
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1 whom nost of these files cone. That would probably

2 be appropriate. If we're allowed | eave to do that,

3 then we will change those into cross exhibits for M.
4 Col bo.

5 MR. TROTTER: Well, Your Honor, the

6 docunents will speak for thenselves. M. Colbo is

7 not held out as a witness in this subject area.

8 think the better course is to mark their exhibits,

9 we'll take a | ook at them and the Conmi ssion can

10 take official notice of documents in their own file.
11 But we're very concerned about marki ng work
12 papers that were never addressed to the

13 Commi ssioners. But certainly nenps that -- public

14 open neeting nmenos certainly are fair game and we'l
15 work in a cooperative way with the conpany to see

16 that the appropriate docunents are presented.

17 JUDGE WALLI'S: My suggestion to you, M.

18 Marshall, is that you deci de what docunents you w sh
19 to have the Conmi ssion consider and devel op a

20 strategy for getting themto the Conm ssion. You're,
21 of course, welcone to inquire of other parties and

22 see if you can get a stipulation and get themto cone
23 in. That way, M. Brena has also indicated that he
24 wi || be proposing sone docunents for adm ssion.

25 We've just received a docunent entitled
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Substitute Exhibit to Rebuttal Testinmony. 1Is this
sonmething that the parties are aware of?

MR. BRENA: No, | was not, Your Honor.
Could | just ask for a representation on the record
as to what this concerns?

JUDGE WALLIS: Well, let's -- why don't we
get the witness sworn and qualified, and then we will
proceed. M. Cummings, please stand.

Wher eupon,

DANIEL M CUMM NGS,
havi ng been first duly sworn, was called as a wtness
herein and was exam ned and testified as foll ows:

JUDGE WALLI'S: Pl ease be seat ed.

DI RECT EXAMI NATI ON
BY MR. MARSHALL:
M. Cumm ngs, please state your nane.
My full nane is Daniel M Cunmm ngs.

And what is your current position?

> O > O

My current position is Director of Public
Affairs for BP America, which includes the whol e West
Coast. | report to the West Coast CGovernnent and
Public Affairs G oup.

Q And on whose behal f are you testifying

t oday?
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A. I'"mhere testifying on behalf of O ynpic
Pi pe Line today and BP Pi pelines North Anerica.

Q And did you prepare Exhibit 1401-T and the
supporting exhibits, 1402 to 14107

A Yes.

Q Do you have any changes or nodification to
that testinony?

A Two slight typos. |n going through the
page 15 of ny testinony, when speaking about the --
the date of the technical conference was in Decenber
2001, not Decenber 2000. And there's a typo on page
18, which, when tal king about the amount of traffic
on -- it's Interstate 5. |It's listed as 1-5, so it
woul d be 1-5, or Interstate 5. And then the
substituted -- what | believe is Exhibit Number 8,
which, for clarification purposes for the Conmi ssion,
that is a printout fromthe Conmission's Web site
regarding the Citizens Committee on Pipeline Safety,
whi ch was created, including the minutes from
previ ous neetings, as well as agendas discussing a
nunber of the issues that | take up in ny testinony.

Q Okay. And do you have a substituted
exhibit to your rebuttal testinony?

A That's correct. | believe that's been

subm tted.
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JUDGE WALLIS: Can we be off the record for
just a nonent?

(Di scussion off the record.)

JUDGE WALLIS: Let's be back on the record
following a brief interruption

MR. MARSHALL: W intended to do that in
some other testinony, but it didn't work out that
way.

Q Wth those nodifications and corrections,
M. Cunmm ngs, do you adopt this testinony as your
own?
A Yes, | do.

MR. MARSHALL: The witness is available for
Cross-exam nation.

JUDGE WALLIS: Are you offering the
exhibits at this tine?

MR. MARSHALL: Yes, we offer the exhibits.

JUDGE WALLIS: Is there objection to 1401-T
t hrough 14107

MR. BRENA: There is, Your Honor

JUDGE WALLI'S: Including Substituted 1408.
M . Brena.

MR, BRENA: First, and ny objection goes
solely to 1408, the substituted exhibit that was just

handed out. | -- the exhibit that was attached to
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1 his testinony is, aside fromthe sheet, is one page.

2 This is what has just been handed to ne. | have

3 never seen this before. It's dated June 20th. It is
4 -- | don't know how many pages and | don't know what
5 it says. So |I'm opposing the substituted exhibit.

6 This isn't the way you're supposed to do it.

7 If you have sonething ten days ago to hand
8 out, then | m ght have been in a different position
9 and m ght have been in a position to actually

10 cross-exanine this witness with regard to this

11 vol um nous exhibit that he's tried to substitute. So

12 ' m opposing the substitute of this.

13 JUDGE WALLIS: O her counsel ?

14 MR, TROTTER: Staff has no objection

15 MR. FINKLEA: Tosco joins Tesoro inits
16 concern with the substitute DCM8. | do understand

17 that these are minutes of pipeline safety comittee
18 meetings and -- but this is an awful |ot of

19 information to be handed out just as the witness is
20 about to take the witness stand.

21 JUDGE WALLIS: M. Marshall

22 MR. MARSHALL: These are all fromthe

23 Conmi ssion's own files, fromthe Conm ssion's

24 records.

25 JUDGE WALLI'S: How do you respond to the
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concern that, on the face of the docunent, it
indicates that it was prepared on June 20th, and
you're only first providing it today?

MR. MARSHALL: Apparently it was a clerica
error, according to M. Maurer, that it was intended
to be filed in the nore conplete formand it was not,
and it wasn't discovered here until today. But
that's the only reason

MR. BRENA: We didn't even get it before
lunch. | nmean, |'mnot, you know, m stakes can
happen, but they've had it here all day and we didn't
even get to look at it over lunch. So | have no way
to cross-exanm ne on this docunment whatsoever.

JUDGE WALLIS: W have the representation
that it contains printouts fromthe Comi ssion's Wb
site, and that may be entirely true, but | think that
M. Brena has an awfully good point, that, for
what ever reason, it was avail able to counsel before
the witness stepped forward, it's dated June 20th,
and it was not provided to allow people to exam ne
and prepare for cross-exam nation.

So we will sustain the objection to
Substituted 1408, and receive the other documents in
evi dence.

MR, MARSHALL: The first pages of the



3933

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

original docunment refer to the mnutes that are
attached. 1'd just like to point that out, that the
actual reference here to this Wb site would be that
you would click on these different mnutes that are
on the first page or the second page of the actual
Wb site page. |In other words, the backup clickings,
t he backup actual docunents that are referred to in
the first part are the ones that are attached here to
this exhibit to nmake it nmore conplete.

JUDGE WALLIS: Thank you, M. Marshall. So
the witness is available for cross-exani nation.

MR, TROTTER: Thank you.

CROSS- EXAMI NATI ON

BY MR. TROTTER:

Q Good afternoon, M. Cunm ngs.

A Good afternoon.

Q Turn to page one of your Exhibit 1401-T.
And in the first answer, you indicate you are the
West Coast Public Affairs Director for BP Anmerica,
Inc. Do you see that?

A Yes, | do.

Q And it is in that capacity that one of your
roles is to manage the public affairs of O ynpic Pipe

Line; is that right?
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1 A That's correct.

2 Q How many conpani es are included wi thin your
3 scope of duties?

4 A Wthin my scope are a nunber of other

5 busi ness units that are operated here on the West

6 Coast, which include the retail operations in the

7 Pacific Northwest, terminals and distribution

8 marine, and | also work in conjunction with the BP

9 Cherry Point Refinery. M main client is the Aynpic
10 Pipe Line system And this is a recent change, if |

11 can give just sonme slight background.

12 I was originally hired by O ynpic Pipe
13 Line, I was an enployee of the pipeline just prior to
14 the takeover. | came on board at the sanme tine when

15 M. Peck and the new sharehol ders from BP cane on

16 board. | was hired by the board to nanage the

17 government and public affairs, it was during the

18 transition fromoperatorship from Equilon to BP, and
19 in that capacity, became a BP enpl oyee in August of

20 2000. | subsequently -- becom ng a BP enpl oyee, was
21 an enpl oyee of BP Pipelines North Anerica, assigned

22 specifically to the O ynpic Pipe Line.

23 In early 2002, BP underwent a

24 reorgani zation in its governnent and public affairs

25 area globally, and | was noved fromthe Pipeline
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Busi ness Unit, where | have been since August of
2000, to the d obal Corporate Conmunications G oup
whi ch includes the West Coast Public Affairs. So
now report, under that reporting relationship, to --
Los Angeles is where our regional office is, but I
al so have a dotted line responsibility reporting to
Bob Batch, the president of the pipeline.

Q Well, let me ask it this way. Wth respect
to the cal endar year 2001, was the scope of your
duties as you said, the retail operations, marine and
BP refinery?

A No, that was only since April of 2002.

Q Okay.

A. So ny scope of ny operations was a hundred
percent with the Pipeline Business Unit assigned to
A ynpi c.

Q Okay. Is Oynpic the only pipeline that
you deal with as a representative -- in a
representative capacity?

A No, there's also a gas line up north, which
is fromthe Sumas area to the Cherry Point Refinery,
which is owned by BP, as well

Q So during cal endar year 2001, 100 percent
of your time was spent on O ynpic versus other

conpani es?
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A That's correct.
Q Turn to page three, starting on line ten
costs of community communi cations, and --
JUDGE WALLIS: Exhibit 14017
MR. TROTTER: Yes, |'msorry, 1401-T.
Q I just want to focus on your references to
Staff. Line 13, you say, Staff seeks to disallow

certain community comruni cati ons expenses. Do you

see that?
A | do.
Q And just so we're clear, are you referring

to Staff's restating adjustnent RA-11, where Staff
proposes to renmove $19,636 fromwhat it called

advertisi ng expenses?

A. Subj ect to check, I'd have to | ook to see
the specific reference to -- if | could get a copy of
that. | reference the the RGC-4T, and I'd like to --

MR. TROTTER: |If Counsel can provide hima
copy, or | can.

CHAl RAMOMAN SHOWALTER: Does it have an
exhi bit nunber?

MR. TROTTER: Yes, just a nonent. 2001-T.

JUDGE WALLIS: While M. Trotter is
col l ecting that docunent, | have a suggestion for

counsel relating to the testinmony of the witness. |If
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the witness does happen to say he doesn't know and
you wi sh to supplement the answer, you may ask if the
wi tness could refresh his recollection and cone back
on redirect. And if the answer is yes, then proceed
to do that, but if not, then I think we would be
inclined to say that the opportunity for giving
direct and cross testinony has passed, and that we

woul d not ordinarily entertain correcting testinony.

M. Trotter.
Q Are you able to answer the question?
A If you wouldn't mind restating the
questi on.

Q Yeah. Are you referring in your testinony
on page three, with respect to Staff disallowance of
certain expenses related to conmunity conmuni cati ons,
you're referring to RA-11, in which Staff renoved
$19,636 fromwhat it called advertising expenses?

A Yes.

Q And is it your testinony that that entire
anount was for expenses associ ated with nmandatory
comunity comuni cations activities required by
federal regul ations?

A Yes.

Q Are you aware of any adjustnent in the

conpany's case where A ynpic is proposing any
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adj ustment for future costs of conplying with federal
requi renents regardi ng conmunity conmmuni cations?

A I'"'mnot aware of any future allocations or
adj ust nment s.

Q Turn to page six. Actually, it's the
bottom of page five over to the top of page six.
You're referring to the issue of |obbying, and you
i ndi cate on page six of your Exhibit 1401-T, |ine
four, that O ynpic already excluded the small anpunt
of Aynpic's costs that were for |obbying. Do you
see that?

A That's correct.

Q And so the parties are agreed that it is
appropriate to renove | obbying costs fromresults of
operations?

A That's correct.

MR, TROTTER:  Your Honor, just a moment. |
want to refer to the exhibits we had marked for M.
Cunmi ngs.

JUDGE WALLIS: Exhibit 1411 for
i dentification.

MR, TROTTER: Can we go off the record for
a noment ?

JUDGE WALLIS: Yes, let's be off the

record, please
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(Di scussion off the record.)
JUDGE WALLIS: Yes, let's be back on the
record.

Q M. Cummi ngs, do you recogni ze Exhibit 1411
as the conpany's response to UTC Staff Data Requests
332 and 3337

A | believe that that is -- it's nunbered as

322-390; is that correct?

Q Yes.
A. Yes, | do recognize that.
Q And these are confidential exhibits, so

won't refer to specific nunmbers in nmy question, but
turning to the first page of the exhibit, the DR 332,
and we asked whether A ynpic's -- one of Aynpic's
exhi bits, Schedul e Two, contained | obbying expenses,
and the answer is that there were anobunts for that
activity in the schedule; is that correct?

A Yes, | do believe that that's -- this is
332 or 3337

Q 332. The figure begins with, for the

sal ari es and wages portion --

A Ri ght .
Q -- the figure begins with a six. Do you
see that?

A Ri ght, correct. | have it now.
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MR. TROITER: And for the record, Your
Honor, the exhibit to which we're referring is 819.
JUDGE WALLI'S: Thank you.

Q So does the response to DR 332 indicate
that the conpany did not renove all | obbying
expenses?

A I"'mnot -- if you can ask the question
agai n?

Q Yes. Doesn't this response indicate that
all | obbying expenses were not, in fact, renoved?

A | believe all |obbying expenses were, as
answered here, recorded in both salary and wages and
ot her expenses.

Q Ckay. But there was no adjustnment to
renove the salaries and wages portion, was there?

A I would not be aware of any. | would refer
that to Ms. Hanmmer or sone other appropriate person

Q But if there wasn't an adjustment for that
anmount, there should have been? Can we agree on
t hat ?

A We can agree on that.

Q Woul d you agree, subject to your check
that O ynpic reported to the Washi ngton State Public
Di scl osure Conmi ssion $18, 000 of | obbying rel ated

conpensation paid to you for the period February 2001
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to Decenmber 20017

MR, TROTTER: May | approach the wi tness,
Your Honor ?

THE W TNESS: Subject to check

JUDGE WALLIS: M. Trotter, you've just
handed the witness a docunent. Can you share with us
what docunent you provided to the witness?

MR. TROTTER: These are the PDC disclosure
forms.

JUDGE WALLIS: Do other counsel have copies
of those?

MR, TROTTER: No, | just thought he could
just look at them here and confirmit.

THE W TNESS: That's correct. But the only

JUDGE WALLIS: Let's hang on for just a
second. M. Marshall, if you would like to |ook at
that, it appears to be available for your exam nation
now.

MR, MARSHALL: I'd like to urge the sane
rule that's been applied to us be applied to others
in terms of docunents --

JUDGE WALLIS: We do ask all counsel, if
you do have docunments that you may use on

cross-exani nation, to provide those docunents to
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others at the earliest tinme that you are aware that
you may be using them and it will help facilitate
the process from many standpoints. That's the reason
why we do have that standard for Comm ssion

pr oceedi ngs.

MR, TROTTER: | apol ogi ze, Your Honor

MR, MARSHALL: | just recall Dr. Means
havi ng congressional record material that | wasn't
allowed to inquire on because we had not made it
avail abl e before. This is coming in in exactly the
same kind of timng. So | guess, just for
consi stency, | don't care which way it is. 1'd just
like to have the sane treatnment one way or the other

MR, TROTTER:  Your Honor, | thought it was
a sinple subject to check, and if I'mforeclosed, |I'm
forecl osed, but that's what happened.

JUDGE WALLIS: | do think it would be
appropriate to apply the same rule consistently, and
we will foreclose the use of the docunent.

MR, TROTTER: Okay.

CHAl RMOMVAN SHOWALTER: It's not entered.
It's not in the record. He's just asking if he -- |
mean - -

COW SSI ONER HEMSTAD:  Counsel asked,

subj ect to check, if a PDC ampbunt was as descri bed.
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I wouldn't even think you woul d have to show himthe
docunent. The other day, with Dr. Means, the inquiry
was a very generalized reference to a genera

di scussion in congressional testinmony al most 20 years
ago. | don't think the two circunstances are
conpar abl e.

MR. TROTTER: | did think it was within the
subj ect to check convention that we have. | offered
himthat just so he could check it quickly, but --

CHAl RMOVAN SHOWALTER:  Wel |, why don't you
just plain ask the question --

MR, TROTTER: Okay.

CHAl RMOVAN SHOWALTER: -- subject to check
and | eave the docunent out of it.

MR. TROTTER: |'ll do that.

Q Let's refer to the second page of Exhibit
1411, Response to Staff Data Request 333. This asked
for expenses within the company's direct case
incurred relating to advertising or public relations;
is that right?

A That's correct.

Q And there's a figure in the second
paragraph that begins with the nunber nine that was
i ncluded in other expenses. Do you see that?

A Yes, | do.
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Q And is that anmount for public education
costs required by the federal government?

A Yes, it is. The costs in that anpunt went
to direct conmmunication we had with the | andowners
al ong the 16-inch pipeline fromFerndale to Renton in
bot h segments during Decenber -- the Decenber and
January 2000, 2001 period. W sent direct
conmuni cations to citizens in that county to talk
about what we had done to restore the safety and
integrity of the 16-inch pipeline running from
Ferndale to Allen station.

And then, later, in the spring, we ran a --
we did a simlar piece of mail, direct mail to
| andowners al ong the 16-inch pipeline fromAllen to
Renton station, and | believe, under the 49 CFR, it
does call for public education and comrunication, and
that's one of the reconmended practices under the
pi pel i ne gui delines.

Q And Staff did not renpve that anpunt from
its results of operations analysis, did it?

A Not that |I'maware. But | do believe they
| ooked to renove the $19,000 anmount, which | think
was enconpassed in that, and that went for specific
chanbers of comrerce ads that we took -- we belong to

a nunber of chanbers of conmerce up and down the
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1 pi peline corridor, and each year they publish a book
2 of the people who belong to the chanmber, and this was
3 an advertisement that we took out in a number of

4 chanbers tal ki ng about the new operators of the

5 A ynpic Pipe Line system what -- sort of what our

6 goals froma safety standpoint and referencing our

7 web page for further input and al so referencing our

8 comunity line if they had any questions about the

9 pi peline system

10 Q Woul d you accept, subject to your check

11 that a conpany naned Tower, Limted, on behal f of

12 A ynpic, reported to the Washi ngton State PDC $64, 956
13 of | obbying related conpensation for 20017

14 A. Subj ect to check, yes.

15 Q Woul d you accept, subject to your check

16 that A ynpic did not exclude any portion of that

17 amount in its case?

18 A Subj ect to check, 1'lIl accept that.

19 Q On page two of your testinony, 1401-T, line
20 20, you indicate that in your testinony you would
21 descri be pending federal legislation and state
22 regul ations that nmay increase Oympic's costs. Do
23 you see that?
24 A Yes.

25 Q And you al so cover, on |lines seven to 19
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1 relocation orders under franchise agreenents that, in
2 your opinion, are likely to increase due to Sound

3 Transit construction and ot her regional road

4 i nprovenent projects. Do you see that?

5 A Yes, that's correct.

6 Q Is it your understanding that Qynpic, in
7 its case, has proposed no adjustnent for those two
8 items in your testinony?

9 A Subj ect to check, I amnot aware if they

10 have or have not.

11 Q On page nine of your rebuttal -- of the

12 rebuttal, you refer to the high consequence area

13 rule, and that was -- that becanme effective earlier
14 this year; is that correct?

15 A That's correct.

16 Q You refer then to M. Wcklund. |Is he the
17 Wi tness that we should direct the questions on the
18 hi gh consequence area?

19 A. On the specifics to the high consequence
20 areas. | can talk a little bit about the genera

21 observations, but M. Wcklund, who | believe is

22 going to be the next witness, will be able to speak
23 specifically to the costs that would be incurred by
24 QO ynpic to conply with the new hi gh consequence areas

25 rule and the integrity managenent portion under that.
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Q Ckay. 1'Il ask him Turn to page 17. And
here you're tal king, beginning on |ine seven, about
certain itens you call public interest factors. Do
you see that?

A Yes.

Q And you say on line 11 that returning to a
hundred percent pressure would enable the pipeline to
carry approxi mately 40,000 barrels per day nore of
product than it can at 80 percent pressure. Do you
see that?

A Yes.

Q Did you develop that figure or was it
supplied to you?

A. It was supplied to ne. | believe that,
under the test period, that that was the
determi nation that was nmade, that noving fromthe
current throughput of approximtely 280 to 282, 000
barrel s per day, boosting from80 to a hundred
percent operating pressure, would add an additiona
40, 000 barrel s per day.

Q Do you know what down tinme was assumed in
coming up with that figure?

A No, | do not.

Q Who supplied it to you?

A | received that specifically fromthe fol ks
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-- REG et cetera, Ms. Hanmer, | believe, who were
putting together the nunbers regarding those.

Q Okay. Was that figure based on a study you
conduct ed?

A No.

Q Does this figure assune that Bayview is
fully operational in terns of its original intended
pur pose for batching and so on?

A I"mnot sure. The other person that |
would refer this tois M. Talley, who | believe is
going to be a subsequent witness that can testify to
this, as well. This is used really for hypothetica
purposes froma policy standpoint as to arguing, you
know, if you go from80 to a hundred percent
pressure, what the policy inplications are from
renmovi ng trucks and barges and noving that into the
pi peline.

Q Okay. And you go on to discuss if all the
product, and | assune you nean the 40,000 barrels,
were sent on truck, that would nean approxi mately 160
nore trucks a day, or over 58,400 trucks per year?

A Correct.

Q And is your point here that that would be a
ot of traffic congestion?

A My point here is that renoving -- by going
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from80 to a hundred percent pressure, you' |l take
that nunmber of trucks, you know, approximtely, off
the road, or an equival ent nunber of barges, which
really is in the public interest fromboth a safety
st andpoi nt and an envi ronmental standpoint.

Q Do you know whet her that 40,000 barrels per
day is, in fact, being transported on 58, 400 trucks
per year?

A My understanding, it would be probably a
m x of not only trucks, but probably barges and
ships, as well. The -- and | talk extensively, |
believe on the next page, about the conbined output
of the four refineries, which is listed in the
state's own energy department records as to what that
anmount is and, you know, doing a sinple calculation
of at 560,000 barrels a day, if Oynpic's only
transporting 280 to 282, that's really about 50
percent of the product, so that other 50 percent has
to be transported one way or another, and that would
-- since there are no other alternative pipelines in
the system it would be either by truck or barge or
shi p.

Q Do you know at what price the tanker trucks
are carrying product that would otherw se go over

pipeline, if it was -- if the capacity was avail abl e?
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A. | believe that was answered, if you can
give ne a monent. Specifically in -- this is WJTC
Staff Data Request Number 341, the response for that
woul d be the refineries to Seattle woul d be about
$1.47 per barrel, refinery to Portland' s about $1.68
per barrel

Q And that's via truck?

A That's correct.

Q What about barge?

A The barge rates, refinery to Seattle, are
approxinmately 84 cents a barrel, and refinery to
Portl and's about $1.05 per barrel

Q Woul d the reduced congestion benefits of
pi pel i ne shi pping be one substantial reason why
shi ppers prefer pipeline transport over tanker truck
transport?

A Could you ask -- it was a little confusing.
If you could ask that again.

Q Your testinony is if all of this 40,000
barrels is transported by truck, that's going to
engender a lot of traffic congestion, and on the next
page, you multiply that by several times. So |I'm
just asking, is that a substantial reason why
shi ppers prefer to use pipeline, to avoid that

situation?
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A. Well, | think it's probably two reasons.
One, it's the safety factor, you know. A pipeline,
you know, is safer than transporting by truck, but it
substantially is the cost, and |I nean, the cost of,
you know, a simlar novenent between, you know, the
refinery and Seattle, and I'l|l refer to Suppl enent
Two to WUTC Nunber 21, for exanple, is about -- you
know, here we're tal king about to truck refinery from
the refinery to Seattle is $1.47 a barrel, the
trucking cost is 25 cents a barrel, so there's a
substantial cost reduction.

THE REPORTER: |'m sorry, give ne those
nunbers one nore time.

THE W TNESS: $1.47 per barrel via truck
versus 25 cents per barrel under the pipeline. And
that's from Anacortes, Skagit County, to Seattle
destination points under the current tariff filed
bef ore the Conmi ssion

Q But even if the prices were equal, wouldn't
shi ppers still prefer pipeline because it's safer and
doesn't lead to the congestion problens that you're
identifying in your testinony?

A. Yes. One of the other advantages of the
pipeline is that you' re able to schedul e about a

nmonth i n advance, you know, when we take nom nations
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fromthe custoners, we -- they transmt to us their
request to ship on the pipeline, and we're generally
able to ship within a six to 12-hour period of when
their request is froma nonth, you know, previous.

So that's, you know, from a standpoint of
being able to deliver on time and to deliver the
speci fic product and specific batch to their termna
facilities, it's a superior way to transport.

MR. TROTTER: Thank you. That's all |
have.

JUDGE WALLI S: Next .

CROSS- EXAMI NATI ON

BY MR. FI NKLEA:

Q Good afternoon, M. Cummings. | am Ed
Fi nkl ea, representing Tosco. | just have a couple of
guestions. At page eight of your testinobny, you are
di scussi ng new hi gh consequence area regul ati ons. Am
| correct that conplying with these regulations is
sonmething that Oynpic is working into its future
pl ans, but that, at least in 2001, you weren't
i ncurring any cost to conply with these regul ati ons?

A | don't think that's correct. W -- to
conply with the regul ati ons al so nmeans that you have

to do a test period for your initial data runs.
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We' ve done the internal inspections on the pipeline
system Also, the standards from which you woul d
repair under the high consequence areas rule, we have
been undergoi ng an extensive repair program But |
woul d refer the specifics to -- on not only the HCA
rule, but the specifics on the integrity managenent
portion of that to M. W cklund.

Q And you don't know yourself which costs are
in or out of the test period in this proceeding, |
take it?

A. For HCA purposes?

Q Yes.

A No, I'mnot aware of the -- but | think
t hat person that probably could talk about that woul d
be M. Talley under his -- from an operationa
standpoi nt and also fromthe costs that are allocated
to the individual inspections and repairs.

MR. FI NKLEA: | have nothing further
JUDGE WALLIS: M. Brena, do you have
guestions?

MR. BRENA: | do.

CROSS- EXAMI NATI ON
BY MR. BRENA:

Q Good afternoon, M. Cunm ngs.
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A Good afternoon.

Q I'd like to start out on page three of your
testinmony, lines 11 through 18, where you state that
Staff and Tesoro seek to disallow certain of these
expenses. And by these expenses, what expenses are
you referring to?

A | believe that, subject to check, it's the
expenses tal king about comunity comruni cation
rel ated expenses between O ynpic comunicating with
-- out in the community.

Q Okay. |I'mnot trying to play hide the bal
on you, but the references to M. Grasso and M.
Brown that you refer to concerned the treatnment of
roughly a million dollars in regulatory expenses for
| egal and consulting services. Are you aware of
t hat ?

A I was not aware of that, but | believe that
it would be a portion of that, is what ny -- is what
they are seeking, but I will take your word for it.

Q Well, would it be hel pful for you to review
the parts of the testinony that you cited before you
answer ?

A. It would be hel pful.

Q Okay. If | may approach?

A I"'msorry, that's -- if | may?



3955

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Q Sur e.

A Okay.

Q Okay. Have you had an opportunity to
review the rel evant portions of M. Brown and M.
Grasso's testinony?

A Yes.

Q Are we tal king appl es and appl es here?
You' re suggesting that Tesoro's seeking to disallow
costs of community conmmunications, but those portions
of the testinmony you cite go to the appropriate
treatment for a mllion dollars in regulatory

expenses for |egal and consulting.

A Okay.
Q Ckay. Is it your understandi ng, then, that
within that mllion dollars of regulatory expenses

for legal and consulting, that there are costs
associ ated with comunity outreach?

A Under the -- in ny testinony, | talk about
certain expenses, and it's ny understandi ng that they
woul d be related to Whatcom Creek, although, in this
case, we have worked very hard to exclude all of
those costs from an outside consulting standpoint
which would relate to Whatcom Creek froma public
affairs standpoint, so | believe that those that

woul d be all owed should be all owed, because they
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relate directly to public education. Those that
relate to Whatcom Creek, we've al ready excl uded.

MR. BRENA: | would ask that the wi tness be
instructed to answer the question that | asked.

Q Do you have my question in mnd?

A. If you could restate it.

Q Okay. You suggest that Tesoro, in these
portions of the testinony, is seeking to disallow
comunity outreach, but the testinony addresses
regul atory expenses of a mllion dollars for |ega
and consulting services. 1Is it your testinony that
the community outreach costs that you go on to
di scuss are included within that nmllion dollars that
M. Brown and M. Grasso referred to in that portion
of the testinmony that you cite?

A | believe a certain portion are included in

t hose, and they woul d be under the outside consulting

expenses.
Q Okay. |1'mcurious. How do you know that?
A From -- how do | know --
Q How do you know that a portion of that

mllion dollars was used for that purpose?
A. Because the -- my understanding, the
expenses that are related to -- specifically to

A ynpic, the outside consulting expenses, with the
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exception of this rate case, there are very few
out si de consulting expenses other than the public
affairs consultants, which | -- you know, work
directly for me. So that is an assunption that | am
meki ng, but --

MR, BRENA: No, |'mjust curious. Can your
Wi t ness pl ease be provided access to Exhibit 847-C,
and | would ask that confidentiality be waived on
this exhibit.

JUDGE WALLI'S: Does the w tness have the
document now?

THE WTNESS: Yes, | do believe this is the
docunent .

JUDGE WALLIS: There's a request to waive
confidentiality. How does the conpany respond to
t hat ?

CHAl RMOMAN SHOWALTER: Is it confidential?

JUDGE WALLIS: It's marked as confidential
even though it's not on col ored paper

CHAl RWNOVAN SHOWALTER: Doesn't have a C

MR. BEAVER  Your Honor, we'll waive
confidentiality.

JUDGE WALLIS: Very well

Q M. Cumm ngs, before we get into the

speci fics of that exhibit, on line 13, you say,
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Tesoro seeks to disallow certain of these expenses.

In fact, did Tesoro propose to disallow any of these

expenses?
A | believe your witness has asked to
di sall ow - -
Q Is that your understanding of his --
A -- these expenses.
Q I"msorry.

A That's nmy understanding of his testinony.

Q If | were to suggest that he suggested
normalization of a mllion dollars over a five-year
period so that none of it was disallowed, it was just
a normalized expense, would that change your answer
at all as to whether or not Tesoro were seeking to
di sal | ow t hese costs?

A Yes.

Q Okay. And then, further on, you
characterize Tesoro's witness Grasso states that such
expenses are one-tinme expenses. |s it your
understandi ng that witness Grasso has treated these
as though they're one-tine expenses?

A I would need to see a specific reference to
what you're referring to.

Q Well, where did you get this idea fromthat

Wi tness Grasso, | mean, suggests these are one-tine
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1 costs?

2 A It's nmy understanding fromthe previous

3 testimony, but | would have to see a specific

4 reference to that

5 Q And have you ever? Have you ever seen a

6 specific reference where our witness Grasso suggested
7 that these should be disallowed or treated as

8 one-time expenses?

9 A Yes, | believe | have, but | can't

10 reference the exact document.

11 Q Okay. You did review the specific |anguage
12 that's indicated that you cited in your testinony

13 foll owi ng that statenent?

14 A Yes.

15 Q Wuld you like to review it again to see?
16 A Yes.

17 Q Wuld it be fair to characterize what

18 Wi tness Grasso did was tried to anortize a
19 representative |evel of recurring expenses, rather

20 than categorize these as one-tine expenses?

21 A Yes.
22 Q Okay. Now - -
23 A. If I may, the docunent that you reference

24 here to, though, the ampbunt that is included, after

25 reviewing that, for public affairs or, you know, the
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area in which I work is a very small anount of that

mllion dollars. | would guess that it would be |ess
than -- easily less than five percent of the total
MR. BRENA: Ckay. | would nove to strike

that, and I would appreciate it if we would have a
qguestion and answer. He volunteered that conpletely
outsi de the scope of the question. And |I'm noving
into that area now, anyway.

JUDGE WALLIS: The notion is granted.

MR, BRENA: Okay.

JUDGE WALLIS: | will nention to the
wi t ness, we've had this discussion with other
Wi tnesses, that it's very helpful for the process if
you listen closely to the question and respond to the
gquestion that is asked. It helps things go faster

THE W TNESS: Ckay.

Q Turning to Exhibit 847-C, first, in the
cover letter, it describes what's in the nmillion
dol l ars as $400,000 in attorneys' fees and
approxi mately 600,000 in costs for tariff
consultants, auditors, and other types of
consultants. Do you see that?

A Yes.

Q Okay. There's no reference whatsoever to

comunity outreach in this discovery response, is
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t here?

A | believe it would be other types of
consultants in that response.

Q Well, ny question was is there any specific
reference to public outreach in this discovery
response?

A No.

Q Okay. Now, turning to the detail, and
guote -- put quotes around that, that's provided,
now, |ooking at that detail for what that mllion
dollars is for that was provided to the ratepayers,
woul d you tell nme what this noney was spent for,
pl ease? For exanple, the Decenber 1st attorneys
fees for $94,000, or the 2001 total of 168,000, can
you tell what that was for?

MR. MARSHALL: This witness has not
sponsored this exhibit and he has described a very
smal | part of this related to his community education
expenses. He's going into a totally different area.
| nmean, that's asking the wong wtness.

JUDGE WALLIS: M. Brena.

MR, BRENA: Well, that's what I'mtrying to
explore. This witness referred specifically to our
Wi tness' testinony and treatnent of this mllion

dol l ars, characterized it as though we were trying to
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di sall ow, characterized it as one-tinme expenses, and
characterized it as public outreach expenses, so I'm
exploring with himwhether it's any of the above.

MR, MARSHALL: It says certain of the
expenses. And | think this witness is not going to
be able to respond to | egal expenses and ot her
expenses, so | think it would be better to zero in on
t hose comunity communi cati on expenses.

JUDGE WALLIS: | do think, M. Mrshall, in
light of the witness' testinony, that counsel be
al l owed the opportunity to explore that testinony in
cross-exanination, and | think that the question is
perm ssi ble. Does the witness have the question in
m nd?

THE WTNESS: | would ask that it be
r epeat ed.

MR, BRENA: Well, 1'Il take up -- let ne
try it this way.

Q We were surprised by your testinony,
because there's no way that we could figure out from
that exhibit that there was any community outreach
costs in there. So would you | ook at this exhibit
and tell me how we were supposed to know whet her or
not there's any comunity outreach in here? | nean,

there isn't any description that descri bes what any
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of this noney was spent for; isn't that fair to say?

A | believe that the -- it's not a conplete
description as to what this -- what this entailed,
but there was -- there were no further discovery
requests for us to elaborate on this specific area.
I mght add that | do not have the expertise to
really be discussing the fees specifically in this
area, as | say in ny testinony. |It's a certain
anount of expenses. Those expenses woul d be public
communi cation efforts surrounding the tariff case,
and they're a very snmall portion of these outside
consul ti ng expenses.

MR. BRENA: | would nove that that |ast
response be struck. M question to himis, |ooking
at this exhibit, how anybody could tell whether or
not there's any costs of comunity outreach in it,
and | would |ike an answer to that question and
woul d i ke his response struck.

JUDGE WALLIS: The notion is granted.

THE WTNESS: | believe they woul d be
i ncl uded under the other professional services
cat egory.

Q Do you know t hat ?
A I do not know that without having --

specifically looking at the | edger itself.
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Q Woul d you acknow edge that there is no way
that a ratepayer would know that, either, based on
the di scovery that was provided?

A Based upon what was provided in this
description, it would be difficult to tell what the
speci fic anounts were for in this specific area.

Q Difficult or inpossible?

A Difficult, but probably not inpossible. |
think it would just warrant a further question as to
the specific breakdown of the expenses thensel ves.

Q Okay. So is where we're at is is that we
don't know whether or not there are conmunity
outreach expenses in this mllion dollars? 1Is that
where we're at right now?

A No.

Q You do -- you do know that they're in
t here?

A Yes, | believe that under the expenses,
that the way that they were expensed during the 2001
year for this rate case, including the -- including
the interimcase, that they would fall under this
category, but that would be subject to check

Q And whi ch category are you referring to?

A Qut si de professional services.

Q There isn't a category called outside
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pr of essi onal services.
A | believe under the May 2001, mddle of the

-- mddle of the --

Q Oh, other professional services?

A. I"msorry, it's a bad copy. You're
correct.

Q It is a bad copy, | agree. Okay. Now, is

it your testinony that 49 CFR 195. 440 mandates that
A ynpic hold 15 public comunity neetings over two
years and spend hundreds of hours of time in enabling
the public to recognize and respond to pipeline
hazar ds?

A Yes, the 49 CFR that you refer to is nerely
a floor in the -- under the federal regulations, and
each pipeline conpany or operator is allowed to put
toget her prograns for pipeline education. BP is
simply ahead of the curve of the rest of the industry
on this, and as a matter of fact, as | testify to in
ny testinony, | reference the new standard, which is
bei ng put together under the APl standard on public
education, as well as the conmunity right to know
types of aspects, which are in the current
| egi slation which is pending before the Congress.

So in this matter, it's sinply a floor

where BP is going ahead and is ahead of the curve on
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the public education and outreach

Q Do you have ny question in mnd?

A Yes.

Q My question was is it your testinony that
49 CFR 195.440 mandates this effort be done. And in
answering that it's a floor and that BP' s ahead, are

you acknow edgi ng that this regul ati on does not

mandate it, but BP has taken -- has gone beyond the
fl oor?
A. If | can reference the specific CFR, 1'I1

| ook at that, answer your question.

Q Isn'"t that cited in your testinony?

A It is cited in ny testinony, but 1'Il |ook
at it further.

Q Okay.

Yes, as a matter of fact, these prograns
that we do do neet the CFR  They are public
education type of outreach program which allow for
first responders and nenbers of the community to cone
out and see where the pipeline alignnent is, howto
recogni ze those types of energencies, as well as
wor king -- Partners in Preparedness, which is a
training programthat we' ve done for local fire
departnments and enmergency personnel throughout the

entire pipeline corridor
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Q How | ong has 49 CFR 195. 440 been in effect?

A According to this publication, June of
1991.

Q Is it your testimony that the prior
operator, in not conducting eight public comunity
neetings a year and spendi ng hundreds of hours,
failed to neet the CFR standard for comunity
education?

MR. MARSHALL: Well, wait a minute. This
assunes a fact not in evidence. There's no testinony
what the prior operator did or didn't do. | think
M. Brena's now junping to a conclusion here.

MR. BRENA: Well, | will explore that,
then. |'m happy to rephrase nmy question

Q Do you know what the prior operator did to
satisfy this requirenent?

A Yes.

Q And did they conduct hundreds of hours of
time and 15 public comunity neetings in a two-year
peri od?

A Many nmore than 15 public neetings over a
t wo-year peri od.

Q Are you aware that many pipelines send out
a flier once a year to people explaining what the

pipeline risks are in conpliance with this
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1 regul ati on?

2 MR, MARSHALL: Well, | would object now.

3 Counsel's testifying. There's absolutely no

4 foundati on that any pipeline just sinply sends out a
5 flier and that's in conpliance with this. This is

6 just a -- we can put M. Brena under oath, but that
7 woul d be the only way to get that fact into evidence.
8 MR. BRENA: It's not a fact I"'mtrying to
9 get into evidence. |I'masking himif he's aware of
10 that. He can say yes or he can say no.

11 MR, MARSHALL: Well, it's like when did you
12 st op doi ng sonething you never started doing. It

13 assumes a fact not in evidence.

14 JUDGE WALLIS: WIIl you rephrase the

15 qguestion, M. Brena?

16 MR, BRENA: Certainly.

17 Q Are you aware of how ot her pipeline

18 operators conply with this requirement?

19 A Yes.

20 Q And do they conply in a nmanner sinmilar to
21 what BP is doing in this situation?

22 A Yes, they do. As a matter of fact, |'ve
23 been asked by a nunber of other pipeline conpanies
24 t hroughout the country to conme and teach them about

25 what we' ve been doing with the Oynpic system You
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1 asked about the prior operator. The expenses for

2 those public community nmeetings are included in

3 What com Creek expenses and were not included in this
4 tariff proceeding. So the shippers and the

5 intervenors in this matter actually get the benefit

6 of having conplied with this federal regulation and

7 not having to -- it's included in other costs.
8 The specific floor, BP also, when you
9 reference a nmailer, we do that, as well, mailing to

10 the specific |andowners. But as | said, that's

11 really nerely a floor and not a ceiling for what you
12 can do froma public comunication effort. | think
13 that in the aftermath of the Whatcom Creek acci dent,
14 that there was a call from conmunities throughout the
15 pi peline corridor to have public community neetings.
16 We've been invited to communities throughout and

17 we've work closely with the Citizens Commttee on

18 Pi peline Safety on these types of public comunity
19 neetings. And where the federal regulation only

20 calls for a certain m ni num anmount, we -- BP goes

21 beyond that, and now the other conpani es throughout
22 the industry are looking to enulate and utilize the
23 best practices that we have put forth, not only in
24 the new standard which is being pronul gated before

25 the API, but also in new community right to know
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types of issues being discussed on the state and
federal |evel.

Q I"'mtrying to reconcile your testinony
where you're saying BP is going beyond the floor
that's required by the standard, but, yet, when
explore if all this work is required by the standard,
you' re saying, yes, it is.

Is it true that BP goes beyond the standard
or is it true that everything that BP's doing is in
conpliance with the standard? Which is the truth?

MR, MARSHALL: There's several questions in
the preanble to this. | would ask himto just phrase
a question. One of the parts of the preanble | think

was assum ng facts not in evidence, that the statute

creates a specific floor. |1'd ask the question be
rephr ased.

MR. BRENA: | like the way the question was
phrased. It characterized two parts of his

testinmony, one in which he's indicated that this
regul ation requires a floor and that all this
activity is required under this particul ar
regul ati on.

On the other hand, he's just made a speech
that BP goes well beyond the floor and is raising the

st andard above what has been used under this
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regulation. |I'masking himto reconcile the apparent
i nconsi stency.

JUDGE WALLI'S: The question is perm ssible.
Does the witness have the question in mnd?

THE W TNESS: After that |ong discussion,
I'd ask that the question be rephrased or re-asked.

Q Is it true that BP is doing only what's
requi red under the regulation and all this is
required, or is it true that BP has gone beyond the
regul ation and is leading the industry in a new area?

A The answer is both.

Q You were asked on page six whether or not
the community outreach has been effective.

A Yes.

Q Have the community conmuni cation activities
been effective, and you answer yes. You go on for a
page and a half and describe positive things that
peopl e have said about BP Pipelines. Do you have
that in mnd?

A Yes.

Q Did any of those positive things relate
directly to hel ping people recognize and respond to
the risk of spills?

A Yes.

Q Isn'"t it fair to say that your
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characterization of why this outreach has been
effective is is that it's persuaded people that BP
Pipelines is a great operator and has little, if
nothing, to do with recogni zi ng hazardous conditions
and reporting themto authorities?

A. Well, 1'd agree that BP is a great
operator, but specifically on the top of page seven,
when | tal k about Congressman Larson's di scussion
reaching out to the community, he attended our
community nmeetings that we had in the Bellingham area
and tal ked to residents about specifically about what
we were training and how to recogni ze energenci es and
howto -- and all of the programs that we're doing.

The community outreach that we're doing
goes beyond just recognizing pipeline | eaks, and
think that, you know, eventually the standards will
catch up under the CFR. But they tal k about our
damage prevention program what we're doing to repair
the pipeline, the new valves that we've incorporated
into the pipeline system talking about -- we have a
nock up of our control center to explain to people
better how our control center operates and how that
wor ks, and so we have it as a number of public
di spl ays and we're able to show the public when they

conme out, and elected officials and interested
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parties, specifically comunicating what we do as an
operator.

Q | understand that's your goal, but isn't it
true that the CFR is quite specific that the
community outreach is to enable the public,
governnent organi zati ons, and people to recognize
energencies and report themto agencies? That is the
standard that should be applied, should it not?

MR, MARSHALL: Well, | disagree that he's
quoted the CFR correctly. He said and persons
engaged in excavation-related activities. The
excavation-related activities part he left out, so --

Q | accept that nodification to recogni ze and
report. Now, everything that you just said you were
doing may be a fine thing to do for BP Pipelines, but
what does it have to do with transporting oil for
your ratepayers?

A. I think what it allows is the public to
better understand what we do as an operation. And by
doing that, and I'l|l give a specific exanple. You
know, for the conmunities to understand what we're
doi ng, the communities then support us, elected
| eaders support us. When we want to go in and get
specific permits to do excavati on work, that allows

us to -- what | call these are license to operate
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types of issues. It allows us to get in, get the
permits on a tinely basis, communicating with public
officials and interested people within the cities, it
allows us to get in to do the repair work, which is
requi red under the high consequence areas integrity
managenment rule, thus giving us |less down tine, which
| ess down tinme neans that the pipeline is operating
nore, which translates to the shippers being able to
ship nmore product on the line.

So by having these types of public
education prograns, we're able to conmunicate with
all of the stakeholders involved in the state as to
how BP is operating a safe pipeline within the state,
and that translates into getting, you know, nunber
one, we were able to get the 16-inch pipeline up in a
timely manner so that we have, you know, conpetitive
supply fromall the refineries to all of the
| ocations, and it allows for getting a solid fue
supply to Sea-Tac Airport. So it's in the public
i nterest.

But if |I can further el aborate, your
guestion goes specifically to 49 CFR 195. 440, but our
community outreach also tal ks about CFR -- 49 CFR
195. 442, which is a damage prevention program And

under the -- not only under the federal regul ations,
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but also the state nmandate, as passed in the 2000

Pi peline Safety Act within this state, there was a
mandate to, you know, inprove the danage prevention
programs in this state. W've worked very hard to
consol i date the one-call programto now where we have
five one-call numbers before, now we have one, where
we enlighten and work with conmuniti es and | andowners
to understand danage prevention practices and do
one-calls so that we have fewer incidents of one-cal
related incidents within the state.

I think that all of these go to, you know,
these community outreach prograns and public
education go to all of these, not just the one
specific cite that you have to -- within your
questi on.

Q I'"'mnot going to nove to strike that. The
-- now, your question went beyond, and | was
intending to get to the other things, but those go
wel | beyond recogni zing and reporting spills;
correct?

A Qur public education program does go beyond
that; correct.

Q Now, isn't it true that what this noney is
really being spent for is to repair what is a

tattered reputation in solving problens that you
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woul d not have had but for Whatcom Creek in the first
i nstance?

A No, | think that it's going and talking
about a safe pipeline, talking about what we're doing
as an operator. | can't coment on what the prior
operator did. | worked with the prior operator for a
short period of tine, but I was not working for the
conpany at the time of the Whatcom Creek accident.

All I can talk about is, you know, noving forward
froma point where we took over the operations. And
after making an anal ysis of what we were doing on a
public outreach basis, | felt it was needed to change
the tone and the direction of the public outreach
program so we instituted these programs and it's
been very successf ul

Q Well, you'd agree that Whatcom Creek had a
tremendous public relations inpact on Qynpic's
ability to operate, would you not?

A Yes.

Q And you' d agree that these funds are being
expended so that O ynpic can operate nore efficiently
than that reputation previously would have all owed,
woul d you not ?

A No, those are -- those costs are under the

What com Creek rel ated expenses frompublic affairs
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st andpoi nt and they're not included in this rate
case.
Q Okay. 1'd like to draw your attention to
page nine. Now, you nention certain federal
regul ati ons?
Yes.
The operator qualification rule?
Correct.

Now, these regulations are in effect today?

> o » O >

The operator qualification rule was first
set forth April 27th, 2001, and O ynpic nust conplete
it by October 28, 2002, so we still have a few nonths

before the full conpliance of this new rule.

Q Is there any question that BP Pipelines
will qualify under the operator qualification rule?
A Not that |'m aware of.

Q The emergency response training required by
the CFRs that you refer to, doesn't O ynpic conduct
emergency response training currently?

A Yes, in conjunction with the State
Department of Ecol ogy and the Departnents of
Emer gency Managenent along the corridor. W' re doing
one about every nonth with the counties along the
corridor.

Q Then the current energency response
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training requirements that are being nmet, do they
nmeet this CFR or do you need to do sonething el se?

A Well, we actually run the progranms in
conjunction with our public outreach. ['Il give you
an exanple. Two weeks ago, down in Cowitz County,
we started about 7:30 in the norning and did the
Partners in Preparedness, which brought in |aw
enforcenent, departnment of energency managenent, fire
personnel to wal k through the emergency response and
how to respond to a pipeline energency.

At the end of that neeting, we had our
public education portion where we set up in a room
across the hall, and those people were able to -- as
wel | as other people fromthe general public, able to
see the other prograns that we do. So we conbine the
progranms where we can, so that we can -- not only
education about the specifics, the pipeline
emergencies, which is really for a training program
for first responders, but, you know, to work with the
general public on the other issues regarding pipeline
safety.

Q Are you aware whether or not Tesoro has
suggested the renoval of a single penny for any of
t hese purposes?

MR, MARSHALL: Your Honor, the page nine
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that M. Brena's referring to tal k about the federal
regul ati ons pernmanently raising Aynpic's cost of
doi ng business. It doesn't refer to disallowance, so
| don't knowif he's still on that page, and | think
he is, but the prenmise of his question is incorrect.

MR. BRENA: Well, as | understood his
testinmony, they're doing a great nmany things
currently that are included within the scope of their
operating expenses that they're here to try and
collect. And | was just asking himif it was his
under standi ng that Tesoro, as a ratepayer, had raised
an objection with regard to any of these safety
matters.

JUDGE WALLIS: | think the question is
perm ssi bl e and the witness may respond.

THE WTNESS: Well, these are really an
i ndustry wide. So all pipeline operators, including
Tesoro, in the new North Dakota system has to conply
with these rules.

JUDGE WALLIS: Excuse nme. Did you hear the
question, M. Cunmr ngs?

THE WTNESS: | believe he's asking about
conpliance with this rule, but if he'll ask it again,
[ --

JUDGE WALLI S: M. Brena.
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Q | asked whether you were aware of Tesoro
contesting a single penny that Oynpic is putting

into its enmergency and safety prograns?

A No, | think there's just a general policy
debat e about how that should be -- how that should be
applied. | think that's a debate that conpanies

have.

Q WAs your answer to ny question is that
you' re not aware of a single penny that Tesoro is
asking this Comm ssion to disallow?

A I''m not aware of any.

Q In fact, | nmean, it's fair to say, froma
comon sense perspective, would you agree, that the
cost of you -- of Oynpic not operating safely may
wel |l be visited on your ratepayers, as well as
A ynpic? | nmean, everybody has a stake in running a
safe line, don't they?

A Everyone has a stake in running a safe
line. That's correct.

Q And so far as you're aware, Tesoro has
offered to pay every penny that O ynpic has asked
with regard to safety matters; correct?

A. | disagree with that. | think the one area
that | can specifically state is the right-of-way

mowi ng. | think that's a good exanple of why we need
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to have the state new regul ati ons which are coming to
final rule require a, you know, once per week
right-of-way inspection. W need to have a good
mowed right-of-way to be able to do that from an
aerial standpoint, as well

It also hel ps | andowners be able to tell
you know, where the definition of their land for the
pi peline is and have a clear corridor so that when
our over flights are com ng through, that our pilots

can |l ook and spot if there's potential hazards with

Q You're tal ki ng about the right-of -way
nmowi ng in the one-time expense category?

A | believe that's -- | believe that's
i ncluded in that, yes.

Q Do you know how that -- the one-tine
expense category was put together?

A No.

Q Do you know how nmany tines right-of-way
nmowing is in that exhibit?

A | believe it's once in that exhibit.

Q Do you know?

A. If you can refer me to a specific exhibit.

JUDGE WALLIS: Let's be off the record for

just a nonent.
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(Di scussion off the record.)

JUDGE WALLIS: Let's be back on the record,
pl ease. M. Brena, you indicate you have just a few
nore m nutes of examination. We will continue unti
you' ve concluded, if your estimate is correct.

MR, BRENA: Thank you, Judge Wallis.

Q Are you intending to suggest anywhere in
your testinony that cost -- that future costs --
future increases in costs, that your ratepayers start
payi ng for those before they're incurred by the
pi pel i ne conpany?

A I think that conpliance costs are, you
know, under the specific requirenents, but as | said,
you know, you have the rules set forth both on the
state and federal level, a floor, and | think that,
you know, the interpretation is left open to the
i ndi vi dual conpanies. There are many conpani es that
do the exact floor and the mnimum and | will -- you
know, it's ny understanding across the industry. But
the industry is also moving forward and there's al so
a demand froma public interest standpoint, you know,
fromthe state. You know, when we took over as the
operator, we nmet with a lot of communities, we net
with a | ot of people.

And the interest was not to the have a
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program or operate the pipeline to the bare m ni num
standards that the rest of the industry m ght do. So
we have gone above and beyond that, and | think that,
you know, | think that it was -- they're reasonable
and necessary expenses based upon what the public and
the stakehol ders are asking for in this state.

MR, BRENA: | would ask that the response
be struck and that he be directed to answer ny
question, which was is he suggesting in his testinony
at any point that future increases in costs be
i ncluded in current rates before they're incurred.

JUDGE WALLIS: The nmotion is granted. Does
the witness have the question in mnd?

THE WTNESS: Yes. |If | may take a nonent.
Two specific areas, | think. One is the operator
qualification rule, because there are necessary
training, but that is not a final rule and it's not
fully in effect, so it nmeans that we have to work to
conply with that rule. The other would be the high
consequence areas rule. There's a |lot of work that
needs to be done in that regard and that it's
necessary for us to do a lot of work up front to neet
that federal regulation, as well

Q Rat her than ask that that be struck, |'l

ask nmy question again. Are you intending to suggest
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t hrough your testinony that future increases in costs
be included in current rates before the costs are
actually incurred?

A If you might, can you ask that a slightly
different way? It seens to be a confusing question

Q Okay. Let nme give you a hypothetical
Let's say costs in the year 2004 relating to
conpl i ance issues are going to go up $100, 000, okay.
We know that. Are you asking that that future
increase in costs be included in rates that are set
today before those costs are actually incurred by the
operator?

A No, |I'm not asking that. What |'m saying
is that rules -- to be able to conply with the rules,
you need to spend noney to conply. And I'l| defer
that specifically to M. Talley, who then can talk
about -- in his testinmny, who can tal k about the
conpliance matters.

Q Woul d you agree that when you send the
noney, that the ratepayers should pay you back? That

shoul d be the way rates are set?

A | can agree with that.
Q Ckay.
A But in this case, you know, we end up

having to frontload the cost to be able to conply
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with these federal rules and regulations. |If you
don't spend the noney up front to conply, you're not
going to be in conpliance by the tinme the rule cones
into effect. So it nmeans a front end, you know,
conpliance cost for the conpany, which should be paid
by the ratepayer and it should be -- that's a
reasonabl e cost.

Q Okay. |'mnot sure what your answer is
now. Let's say we have sone conmpliance costs coni ng
up that aren't in the test period, okay. Are you
sayi ng we should start paying them now based on your
word that they may go up in the future or -- or,
alternatively, would you agree that once your costs
go up, then you conme and ask for your ratepayer to
pay nore?

A | think that when you are incurring the
cost is when you should ask your ratepayer to pay.

Q And not before?

A And not before.

Q Okay. Now, with regard to franchise

agreenents, you nmention about relocations --

A Yes.
Q -- on page 16 of your testinmony. And you
say, We don't know exactly when we will receive

requests fromcities, but we know we will continue to
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receive them okay. Are there relocations costs that

are within the test period?

A Are there relocation costs within the test
peri od?

Q Yes.

A Yes.

Q Okay. Now, the fact that there will be
nore of themin the future, you're not asking for us
to pay for relocations before you do the relocation
are you?

A No, but in the -- we need to have a certain
| evel of conpliance with the franchi se agreenents
that we have. We operate, you know, in nine counties
and over 20 plus cities throughout the pipeline
corridor, and we have franchi se agreenments with
those, and many of them have relocation requirenents,
which can tend to be a very short deadline for us to
come in and relocate the pipeline, and it can be a
consi derabl e expense to be able to do that.

Q I"msorry, but we're agreeing that when you
pay that expense, that that's the tine to cone in and
ask the ratepayer to share in it, not before?

A. Yes, | think I"msaying in ny testinony
that there will be future relocation expenses.

Q Okay. Now, on page 17, you tal k about the
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public interest factors associated with returning to
a hundred percent. Now, are you aware -- | see you
are an attorney?

A Yes.

Q Are you licensed to practice in the state
of Washi ngton?

A Yes, | am

Q Are you aware of -- RCW81.28.10, and I'|
just read a part of it. Every comon carrier shal
construct, furnish, maintain and provide safe,
adequate and sufficient service facilities, as wel
as RCW 81. 28. 240, which is under the caption,
Conmi ssion nmay order inproved facilities and
services, that if facilities or services are deened
i nadequate or insufficient, this Comm ssion may order
that they be constructed adequately. Are you aware

of those statutes?

A I will take your word fromreading from
that. | amaware of the statutes in general, yes.
Q Well, 1I'"mwondering. W all agree that

it'"s in the public interest to return this line to a
hundred percent. You haven't heard any party suggest
ot herwi se, have you?

MR, MARSHALL: This is beyond the scope of

this witness' testinmony and, in terns of expansion,
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1 I'"d object.

2 JUDGE WALLIS: It appears to ne to be

3 within the -- within a perm ssible area.

4 THE WTNESS: Yes, | would -- | would

5 di sagree with that, with your assertion. | have
6 heard -- | heard in the interimcase one of your

7 Wi tnesses testify to questioning expenses for

8 reboring rivers and doing | andslide types of

9 mtigation, specifically boring the Stillaguamn sh

10 River, we can't return the systemto a hundred

11 percent operating pressure until we rebore and do

12 that tie-in. That's a specific exanple.

13 Q Is it your testinmony that Tesoro was

14 suggesting that A ynpic not do what's necessary to
15 return to a hundred percent? |Is that what you just
16 sai d?

17 A I think it's your witness that testified to
18 questioning that expense froma capital expenditure
19 st andpoi nt, yes.

20 Q Okay. And specifically that line of

21 guestioning went to whether or not the expense

22 associated with that should be treated as an expense
23 or capitalized; correct?

24 A | believe that there was that discussion

25 as wel | .
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Q Ckay.

A O whether it should be -- but the question
al so tal ked about if that was a necessary expense to
do, and that is a necessary expense to return to a
hundred percent.

CHAl R\MOVAN SHOWALTER: Can | j ust
interrupt? Were you just tal king now about the
interimcase or this case? | heard you nention the
interim

THE WTNESS: The interimcase. | was in
the audience listening to testinony during the
interimcase.

Q Let me ask perhaps what's inplied by the
question. Is it your understanding that there's any
testinmony in this general rate proceedi ng that
suggests that it's not in the public interest to
return to a hundred percent? | nean, isn't it true
t hat everybody in the roomwants this l[ine to return
to a hundred percent?

A Yes, | just think there's a difference of
opi nion in how we get there.

Q Okay. Why don't, in your judgnent, based
on these statutes, why is it that the Comm ssion
doesn't just order Aynpic to do what's necessary to

return to a hundred percent, because it is in the
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public interest, as you have acknow edged?

A Because | believe the federal regul ations
supersede the state's authority in that.

Q So you do not believe that this Comm ssion
has the regulatory authority to require, as a
condition of this rate case, that Qynpic return to a
hundred percent in a certain tinme frame pursuant to
those statutes that | provided you?

A I"mnot saying that. |'m saying that,
under the federal laws and regulations, this is an
interstate pipeline which is regulated by the Federa
O fice of Pipeline Safety, and that they have the
ability to sign off when we go to a hundred percent.
If the Conm ssion were to order us to go to a hundred
percent, |I'mnot sure that that woul d be binding.

Q Well, okay. | appreciate -- you drew a
finer distinction than | was. Then let nme rephrase
it to say that why shouldn't this Conm ssion order
O ynpic to return to a hundred percent as soon as
possible? And |let ne rephrase the question

Why doesn't this Commi ssion order O ynpic
to comply with OPS's requirements necessary to return
to a hundred percent as soon as possible and set a
time frane for getting that done?

A I don't think they have to. | think the
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Commi ssion Director of Pipeline Safety, Doug

Kil patrick, has worked with us in the Ofice of
Pipeline Safety to determ ne the necessary

requi renents to go back to a hundred percent. |
don't think there needs to be any specific order to
do that. | think, as you said, it's in everyone's
interest to go back to a hundred percent, and we

wor ked with the Commission Staff and specifically the
Pi peline Safety Division to determ ne what is
required to go back to a hundred percent.

Q Why shouldn't this Commission, inits
regul atory capacity -- you acknowl edge it's in the
public interest that that happen. Wy doesn't the
Commi ssion, within its regulatory responsibility,
sinply require that that be done?

A | think that that would be a question that
woul d be potentially in conflict with the federal
del egation of authority that they have fromthe
O fice of Pipeline Safety, the Departnent of
Transportation.

MR, BRENA: Okay. Was | a liar by very
much?

JUDGE WALLI'S: No.

MR. BRENA: Oh. Then |'m done.

JUDGE WALLIS: Very well.
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MR BRENA: Qit while I"mstill an honest
man.

JUDGE WALLIS: Okay. Let's be off the
record, take our evening recess, and return to the
record at 7:15 this evening.

(Eveni ng recess taken.)

JUDGE WALLIS: Let's be back on the record,
pl ease. W've interrupted the exam nation of M.
Cunmings and are ready to return now for Commi ssioner

guesti ons.

EXAMI NATI ON
BY CHAI RWOVAN SHOWALTER:

Q Ckay. M. Cummings, you said that there
was a price differential, $1.45 a barrel for noving
by truck versus 25 cents a barrel through the
pipeline; is that correct?

A That's correct, according to spot -- a spot
anal ysis that was done.

Q Al right. M question is do you know the
conparabl e figure for barging?

A Yes.

Q What is that?

A | could -- | believe this is in the Staff

Dat a Request, WJTC Staff Data Request Nunber 341.
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The barge rates conparable, refinery to Seattle, is

about 84 cents per barrel

Q Is that spot rate or sone other rate that
you have?

A. That was just a -- that was an inquiry that
was made. That, you know, the -- of course, |onger

termcontracts, large contracts would probably be a
lower rate than that, and that also included with
trucking rates, as well. This was just an initia
inquiry that was nade on behalf of -- | believe, in
fact, Cromey Maritine, also, in a response on Data
Request Number 414, gave a 70-cent per barrel, so
even |l ess than that, so -- between --

Q Al right.

A. -- the refinery to Seattle.

Q Al right. If you could turn to page --
page 13 of your testinony.

A Okay.

Q And then, on lines six through 21, you're
describing activities that nmay pernmanently increase
the cost of operating the pipeline, or at |east
that's how | took the statenent to be.

A That's correct.

Q Al right. The last sentence, on lines 19

and 21, say, As noted above, Oynpic and BP will, as
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they have in the past, submt formal witten comments
on such rules, consistent with the State
Admi ni strative Procedures Act.

Are you inmplying by this that the increase

in cost is not only whatever the rules in an

operational sense require you -- require the pipeline
to do -- if that was a sentence, a phrase -- but
al so, as well, appearing before this Comr ssion to

participate in rul e-maki ng?

A. No, that's just that we've been an active
participant in the rul e-making since we becane the
operator. And | think that's naking reference to --
that we'll continue to, you know, be active in the,
you know, commenting on the rul e-nmaking procedures
and providing cost data. As a matter of fact, we
provi ded, although it was sonewhat after the period,
there's an open docket right now on this, the
hazardous liquid pipeline rules, and there was a
request regarding the costs as to what it would
pertain to pipelines, and we did subnmit, in between
the tine when the -- before the final rule coments
were made, we submitted costs to that, and that's
what the reference is to.

Q Al right. But is the activity of

participating in the rule-making a cost that is
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i ncluded in your rates?

A No, because much of that cost is actually
borne by the individuals. It would be salary and
expense, you know, if it was, but there's a
consi derabl e nunmber of people that actually work --
we work with out of our Chicago office that work with
us on these, and so that is an expense that is borne
by the Pipeline Business Unit and not as part of this
pr oceedi ng.

But to conply with the rules, yes, | nean,
it's anticipated that there will be considerabl e cost

as to the rules which have been set forth, and one --

Q I"mactually not interested in that.
A. Ckay.
Q I"mjust tal king about the regulatory work

and the costs of regulatory work before this
Commission. So | take -- | took your answer to be
that those costs are not included in your -- in the
rate case here?

A | think a certain anpunt would be, but that
-- these rate costs -- these costs are, | think,
itemzed in a different area and not under the rate
proceeding. |It's under the rule-making. It would be
in the rul e-nmaki ng sense.

Q Well, all right. A simlar question on the
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previ ous page, page 12, lines 11 to 15 is a
di scussi on of rules.

A Ri ght .

Q And that dynmpic and BP have been active
participants in the rul e-maki ng process. And ny
guestion is are the costs of participating in the
rul e-maki ng process in sone of the costs that are
included in the rate case or not?

A I don't have an answer to that. | don't
know what the -- | know the specific cost of what it
-- what the rules would affect, how they woul d affect
AQynpic. |'mnot sure how the costs of actual Staff
time and response is treated, whether that -- | would
assune that it's under the normal salary and expense
areas that are covered under pipeline enployees, and
so | would think that the answer woul d be yes.

Q Al right.

A But that is an ongoing cost of working with
not only the Conmi ssion, but, you know, the Staff on
these rul es.

Q Al right. And then, if you could turn
back to page six, lines four and five, you say here,
A ynpic already excluded the small part of Aynpic's
costs that were for |obbying?

A Ri ght .
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Q And the reason | asked you this line of
questions is that if you |l ook on page five, lines --
wel |, 20 through 24, you see that the definition of
| obbyi ng neans attenpt to influence the passage or
defeat of any |legislation, et cetera, or the adoption
or rejection of any rule, standard or rate.

And the reason -- so the reason | -- and so
this is in the definition of |obbying that you
i ncluded. And ny question really is, when you -- on
lines four and five, when you say, O ynpic already
excluded the small part of Oynpic's costs that were
for |obbying --

A Correct.

Q -- did you nean to exclude both |egislative
and agency-related activities or only |legislative?

A The | egi sl ative and agency-rel ated
activities are excluded, but the definition of
| obbying | think is a -- ny understanding of the --
under RCW 40.2.17, is that when they're in officia
agency rul e-maki ng, when it's -- when notice and
procedure i s sought fromindividual conpanies, that
that is not considered | obbying. |If they are asking
for comrents to specific rules and regul ati ons on
behal f of, you know, whether it's a regulated entity

or any type of company or public citizen, that is not
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consi dered | obbying. That's sinply considered
commenting, you know, as to the rule as to how it
woul d affect -- what the effect would be.

The specific pieces of |obbying that are
i ncl uded, which include for the period under
qguestion, would be outside contract | obbyists that we
have, and those have been excluded, and any sal ary
and expense which, during the test period, was
i ncluded as part of ny salary and expense, and those
were excluded. But the individuals that are working
on behalf of these rules are working -- are BP
personnel, are responding on behalf of the conpany as
to how that would affect after that has already been
sought .

Q And I'"mjust trying to find out -- all |
really want to know is what is or isn't included in
your definition of |obbying, npostly because you
quoted --

A. Those expenses which are to respond to the
rul e-maki ng under this hazardous liquid and, in fact,
gas, because we've responded under the gas, as wel
as BP, are not included in the | obbying expense,
whi ch we have -- which have been excl uded.

Q Al right. And therefore, they --

A My portion would be -- and any portion from
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the contract |obbyists that we have, any other BP
personnel that's not excl uded.

Q Al right. And therefore, they are
i ncl uded unl ess, for sone other reason, they've been

excl uded sonewhere el se?

A. They are included, correct.
Q But you do not nean, by saying you excl uded
them as -- you do not nean by saying you excl uded

| obbying to mean you' ve excluded a participation in
rul e-makings in front of this body; aml right on
t hat ?

A For those portions of salary and expense
that are for our |obbyists, yes, those have been
excl uded.

Q Al right. 1'mjust talking about
activities. And let's just keep the real m of
activities -- activities in front of this Comm ssion

A Okay.

Q And | think you nmentioned two types.

A Ri ght .

Q I don't know if there needs to be a
di stinction, but one type is where we ask the conpany
for certain information.

A Ri ght .

Q Anot her type woul d be where the conpany
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1 opposes a rule or nmakes a recomendati on on a rule.

2 A Ri ght .
3 Q And for any of those activities, have you
4 i ncluded any of those activities in the term | obbying

5 when you said | obbying costs have been excl uded?

6 A Yes.

7 Q You have?

8 A Yes.

9 Q Okay. And what type?

10 A. What type would be that salary and expense

11 which is the portion which includes that which was

12 asked before, and | believe that that was asked by

13 M. Trotter specifically under WUTC Dat a Request

14 Nurmber 332. Those are the expenses whi ch have been
15 ny understandi ng, that were intended to be excl uded
16 because they were | obbying.

17 Q And they include, in other words, those are
18 | obbyi ng expenses that are for activities in front of

19 this body?

20 A And the state |egislature.

21 Q vell --

22 A And the other bodies.

23 Q I"'mtrying to separate the |egislative from

24 t he agency worKk.

25 A Oh, | see.
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Q And so --

A No, we don't report separately for how nmuch
for the agency versus -- it's the public disclosure
requirenents are is you -- all legislative bodies,
you list the bodies that you are -- potentially have

matters before, and that includes, on BP's part, not
only this Commr ssion, but the Departnment of Ecol ogy,
et cetera. So we would list all of those. There's
no breakout specifically as to how much tine is spent
with each -- with this agency versus others.

Q Al right. So then, whose expenses have
been excluded fromthe rate case that are for
regul atory work?

A. That woul d be our | obbyists, as well as

that portion that's reported to the public disclosure

Commi ssion for my salary, as well. It's the portion
of my activities which include -- or included up to
the test period |obbying. | no longer -- that's not
a part of my duties any longer, and so | -- that is a

part of another person's duties within BP, so --
Q Al right. [If the conpany, if BP Pipelines

or Aynpic Pipe Line wites us a letter about a rule

A Ri ght .

Q -- saying, We would like you to anmend it in
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1 the foll ow ng ways --

2 A Yes.
3 Q -- is that --
4 A. | believe that's excluded. That is not

5 consi dered | obbying. There's a certain threshold

6 that you have to neet under the RCWunder the Public
7 Di sclosure Act for it to cross over the line between
8 actively participating as a -- you know, requesting,
9 or under the, you know, Adm nistrative Procedures

10 Act, and when you are actually | obbying and there is
11 a threshold that you have a certain amunt of

12 contacts with the agency before it becones a | obbying
13 situation, is ny understanding.

14 JUDGE WALLIS: M. Cummings, | amgoing to
15 ask you to please wait until the question is

16 concl uded before you begin your answer and to sl ow
17 down your pace a little bit --

18 THE W TNESS: Ckay.

19 JUDGE WALLIS: -- out of nercy for our

20 reporter.

21 Q Have you participated in rul emeki ngs or

22 ot her regul atory work before this Comm ssion?

23 A Yes.

24 Q When you do so, do you consult with

25 enpl oyees of A ynpic Pipe Line or BP about what our
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1 regul ati ons should or shouldn't be?

2 A Yes.

3 Q And whom do you regard as the nost

4 know edgeabl e within BP and/or O ynpic on regul atory
5 i ssues?

6 A. It depends on the issue. If it's

7 integrity, M. Wcklund, who will be follow ng ne as
8 a witness. |If it's regarding the health, safety

9 types of issues, M. Clark, who is the health safety
10 envi ronnent manager. |If it's other integrity types
11 of issues, really, froma national perspective or

12 operator qualification, it would be M. Knoel ke,

13 who's in our BP office, but there are a nunber of

14 peopl e who are quite know edgeabl e about all the

15 rul es and regul ations froma national standpoint and
16 have actually sat on a nunber of committees that have
17 witten a nunber of the rules or have been on the

18 panels with the -- not only the American Petrol eum
19 Institute, but also for the Ofice of Pipeline Safety
20 when they're going and doing their rul emaking.

21 Q And am | right that the work that you've
22 been invol ved in has been on the safety regul ation
23 side of the Conmm ssion's business versus the

24 rat emaki ng si de of the Conm ssion's business?

25 A The mpjority of ny tinme has been -- al npost
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the bulk of it is nore on the safety side than the
ratemaki ng. | have worked in conjunction on the
rat emaki ng side, but only providing input to, as the
case is put together, about the costs such as that
I"mtestifying about today and what those costs wll
be and sort of what the climate is froma | egislative
and regul atory standpoi nt.
Q On the regul atory side of things, who
within Oynpic or BP do you regard as the nost
know edgeabl e person about price regulation?
A Price regul ati on?
Q Well, what | nmean is ratenaking, rate
regul ati on versus the safety regul ations?
A. That woul d be Ms. Zabransky in Chicago, in
the Lisle office.
CHAl RMOVAN SHOMWALTER: Thank you. That's
all.
COW SSI ONER HEMSTAD: Nice to see you, M.

Cummings. | don't have any questions.

EXAMI NATI ON
BY COW SSI ONER OSHI E:
Q M. Cunmmi ngs, a follow up, just briefly,
on, at least tangentially, some of the questions that

were asked by the Chair. And | note from your
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testi nony, and of course you had briefly nentioned
early, is that you worked for BP Anmerica?

A Correct.

Q And ot her witnesses who have appeared
before us worked for BP Pipelines of North America,
so I'massunming that's a different enployer?

A It is. And actually, | heard it referred
to earlier as British Petroleum and if | can just
correct the record. There really is -- BP is the
nmergi ng of five conpanies. The old British
Petrol eum Amoco, ARCO, Burmeh Castroil, and Vastar,
and the five com ng together of those companies, the
five compani es, now nake up BP. BP Pipelines North
America is under the unmbrella of BP Anmerica, so --

Q |'ve noted fromyour -- as you were
questioned, | believe by M. Brena in your
cross-exam nation, you referred to the other pipeline
conmpani es that are within your responsibilities as
clients, and | don't renmenber how nany other clients
that you have, other than O ynpic Pipe Line, but you
naned of f a nunber of them

A That's correct. | now work with -- there's
a natural gas line that is under -- that BP operates
north from Sumas down to the BP Cherry Point

facility, as well as the Intalco facility, but there
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are a nunber of other entities within BP that | work
with, and that includes the retail operations branded
under the ARCO | abel. The terminals and

di stribution, which are the -- those are the trucks
that the term nals where the pipeline delivers to,
both in Seattle and in Portland, and the trucks that
go out and service the retail facilities, marine,

whi ch includes the shipping for those issues, as
well. And | also work with the BP Cherry Point
Refinery, as well

Q Would -- the West Coast Public Affairs is
general ly, then, Washi ngton, Oregon?

A It's the entire West Coast, but there are
two pipeline systens that BP has. One is the dynpic
system under the BP unbrella, is the Oynpic system
and then in the L.A basin, fromthe Carson Refinery
down in Los Angeles to a terminal facility in
Victorville, California.

Q And the Carson facility is one of your
clients, as well, under BP Anerica?

A Under BP Anerica. | work with them but
they are not one of ny specific clients, but | do
work. Carson is the other |arge refinery on the West
Coast for BP.

Q You said that your primary client was
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A ynpic Pipe Line and perhaps you could put that in
some kind of percentage basis of the tine that you
spend working for Oynpic Pipe Line?

A Up until April of this year, it was
virtually a hundred percent and I would do sone
backup occasionally on other issues and working with
t he Pipeline Business Unit out of Chicago on sone
ot her sort of national pipeline issues, but it's now
-- it's probably about anywhere from 65 to 75 percent
of my time. But it's expected to decrease as we get
closer to a hundred percent operating capacity, and
just ny duties have changed within the conpany, as
wel | .

Q Do you keep track of your time with Aynpic
Pi pe Line or working for O ynpic Pipe Line by hours
or by days, or is it just an estimate that you have
at the beginning of each year that I'll spend so nuch

time on working for the company on projects? How do

you allocate your time and how do you -- in essence,
you' ve been an attorney in private practice -- bil
for it?

A Excuse nme for interrupting.

Q That's okay.
A | apologize. Unlike billable hours, it's

really keeping track of your clients, but unti
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recently, there were agreenents within the governnent
of public affairs back to the individual business
unit, so they tracked that time. Now it is much nore
on a basis of those clients that you are assigned to
just keeping track, you know, fromthe subject areas.
So it's really nore of an estinate as to what ny
time. But | amcollocated at the Qynpic facility,
and so | use office space there, but also service the

ot her clients.

Q By estimate, you estinate at the end of the
nmonth or at the beginning of the nonth? | nmean, |'m
trying to --

A It would probably be at the end of the

quarter, and as we proceed through the year, we're
really only under one quarter of the change since
where | was virtually at a hundred percent to now,
and it still is a very |large percentage of ny tine.
But unlike before, those salary and expenses now are
not borne by BP Pipelines, and therefore not borne by
the ratepayers. So ny tinme is actually not billed to
the shi ppers or anybody else, it's not passed on

It's covered under the global unbrella of BP, and
work as a service to all of these clients on the West
Coast .

COW SSI ONER OSHI E:  Okay. Thank you. No
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nore questi ons.

JUDGE WALLIS: Followup? M. Mrshall

REDI RECT EXAMI NATI ON
BY MR MARSHALL:

Q M. Cumm ngs, just a few questions, based
on sone questions that M. Brena had about whether --
I think his questions were whether you should have a
shi pper pay for a cost that you haven't yet incurred.
In Washi ngton State, when rates go into effect, you
have the first year that rates go into effect called
a rate year. Just assunme that with me for a nonent.

If you know that costs are going to be I|ike
-- say costs for buying electricity were going to go
up and they will be up beginning that rate year, even
t hough they may not be up right at this very nonent
in time, but you know that they're going to be going
up, M. Brena asked you questions about fairness. Do
you think it would be fair to ask a shipper to pay
for the cost of power that we know he will|l pay when
the rates go into effect?

A I'd say yes. In the aspect of power rates,
A ynpic is one of the largest industrial users of
electricity in the state of Washington. | believe

it'"s in the top ten, based on the nunber of punps
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that the facilities use, including the different
stations punping. So that is a cost that has, you
know, increased since the line came back up. But if
it's a known and neasurable type of cost that can be
projected, or at least you' re going to know that that
cost is going to be up, that is sonmething that should
be recovered.

Q Now, a |lot of your testinony, of course,
was about regul ations, both federal regulations,
state and | ocal franchise regulations. Are there
pendi ng state regulations that would create costs

that would be starting by October, Novenber,

Decenber ?
A Yes, there are.
Q And t hose costs, can they be determ ned

with any kind of known and neasurable quantity at
this time?

A Well, we responded in the rul e-nmaking that
the permtting costs alone are between 10,000 and

$250,000 to do a lot of the work that is sought under

the new regul ations. And one exanple we're -- and
["1l just speak briefly about the -- we're concerned
about the rule is that there was -- part of the rule

requires that the new and existing girth welds on the

pi pel i ne be excavated and exami ned. Now, under the
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federal standard, that's only new girth wel ds that
need to be exam ned and x-rayed. This would require,
under the state regulation, to virtually excavate 54
mles of pipeline that O ynpic has in lateral |ines
every 70 feet or |ess and exam ne every single girth
wel d.

Now, that is a cost that really is al npbst
i mreasur abl e, because it's a requirenent. And we're
hoping to work with Staff and we've provi ded conments
on that, but that's just one cost that could severely
escal ate the costs of operating just due to that
requi renment. The other --

Q But just to interrupt here. You don't know
whet her that requirement will be, in fact, inposed,
but it could be a cost that's inposed that would
start before or just coterm nous with the start of
the rate year?

A That is a -- that's proposed final rules.
My assunption is is that under the -- unless it's
changed before the inplenentation of the final rule,
that woul d be the final rule.

Q But we don't have any cost for that in this
case, do we?

A No.

Q Okay. Now, if, by the sanme token, you know
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that a cost is going to disappear for the rate
period, your understanding is that that would be
taken out if it's known and measurabl e?

A That' s my under st andi ng.

Q So the shippers wouldn't have to pay for a
cost that they wouldn't be seeing in that rate year
but they equally should be paying for costs that they
woul d see in that rate period?

A That's correct.

Q And just by the timng of this proceeding,
you don't happen to know what those final regul ations
woul d be for the state, nor, because of that, what
those costs would be, even though those woul d be
costs that would be incurred in the rate year
correct?

A Yes, it's --

MR, TROTTER: |'Ill object to the question
It calls for speculation. He said the rule is
pending and it hasn't been finalized, and it's al so
| eadi ng.

MR, MARSHALL: That's my only point.

Q Now, on franchi se agreenents, on relocation
expenses, are those expenses that BP would want to
incur unless it were ordered by the city?

A No. A good exanple is Bell evue, where we
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had a relocation issue. They are putting in a new
culvert to -- for stormmater runoff, and the project
was budgeted and estimted to cost $500, 000, and
ended up costing $3 nmillion. And that's certainly an
expense that -- sonmething that was unanticipated. It
was a very difficult project to undertake and the
project isn't finished. So it's an ongoing cost that
we have to work with because the relocation's not
finished. Qwest has not done their relocation

Until Qwest finishes their relocation, the project
isn'"t closed out. So we have costs that are
reoccurring costs and could reoccur for the next
coupl e of years.

Q Using that exanple, if -- once the Bellevue
rel ocati on of whatever road that is is finished, |
take it you may not have to do a relocation on that
road or maybe in Bellevue, but do you have enough
ot her franchi se agreements and relocation issues so
that that category of costs will continue to be at
the sane plateau as far out as you can reasonably
antici pate?

MR. BRENA: (Objection, foundation and
scope.
MR, MARSHALL: It's just in response to M.

Brena's |line of questioning about what kinds of costs
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shoul d be included and what costs should be included
to be paid by the shippers, and we're tal king about
his recurring costs versus the categories of costs
that are going off into the future.

JUDGE WALLIS: The witness may respond.

THE WTNESS: Well, we're notified
generally and given tine to respond and work with the
i ndi vidual nunicipalities, but my experience in the
two plus years that |'ve been on this project is that
we have reoccurring costs that continue on these
rel ocations. W had one on 180th Street in Tukw la
to, when Sound Transit was com ng through, for |
guess it's the Sounder train they were putting
through. We anticipate with the Seattle |atera
line, runs very close to where the Sound Transit
proposals are for light rail. Bellevue has notified
us about relocations in the Factoria area, because
they have a sewer line that's damaged and needs to be
repaired and it's in very close proximty to the
O ynpic system and that's just in really sort of the
Seattle area. That doesn't include the other
portions of the line where we have franchise
agreenents, and there are requirenents for when we're
notified by the nunicipality to relocate the line,

we're given a deadline to get in and rel ocate the
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line.
Q And how do you know about these franchise
things? |Is this within the scope of your duties, to

work with cities and so forth on those kinds of

i ssues?
A Yes.
Q Now, sone questions were asked, and |I'm

just going to touch on this briefly, about inquiries
made to barge conpanies on barge rates. Wre you the
one that made those calls?

A No.

Q Okay. And do you know whet her those barge
conpani es understood this to come from sonebody who's
likely to ship or not ship, or do you know the
detail s about those questions?

A | don't know the details about the
guesti ons.

Q We tal ked briefly about |ocal and state
rules. Are there any pending -- is there any federa
| egi slation pending that's likely to be adopted prior
to the rate year, that is, a year starting sonetine
in Cctober of this year?

MR, BRENA: (bjection. He's just repeating
his direct.

MR, TROTTER: |'Il join the objection. It
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al so calls for specul ation.

MR, MARSHALL: | do actually believe that
it isin his direct testinony, but |I'mnot sure. Can
you point to nme where that is in the direct
testinony? | think there have been sone devel opnents
since the tinme the rebuttal testinony was filed that
make it nmore likely that federal legislation will be
passed.

MR, TROTTER: On page 16 to 17.

JUDGE WALLIS: If the area is explored on
direct, then | would sustain the objections.

MR, MARSHALL: Ckay. Fair enough. | don't
have any further questions.

JUDGE WALLIS: [Is there anything further of
the wi tness?

MR. BRENA: | have one question.

RECROSS- EXAMI NATI ON
BY MR BRENA:
Q Who nade the call on the barge rates?
A | believe it was Mark Usellis, who works
with APCO, or who used to work w th APCO Associ at es.
Q And at whose request did he make those
cal I s?

A He made those calls on nmy request.
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1 Q When?
2 A | believe earlier this spring. | don't

3 know the tim ng.

4 Q Was that information provided to witness
5 Schi nk?

6 A I'mnot sure if that was or not. |'m not
7 sure.

8 MR. BRENA: Thank you.

9 MR. TROTTER: Just one, Your Honor

10

11 RECROSS- EXAMI NATI ON

12 BY MR TROTTER

13 Q You referred to your opinion that barge

14 contracts for barge traffic would be I ess than spot
15 prices, you quote. Can you tell us how nuch |ess?
16 A I can't. It would be specul ati on upon ny
17 part, but it's pretty well known within the industry
18 that if you have a long termcontract for a specific
19 anmount -- and this just really conmes from historical
20 After the Whatcom Creek accident, virtually every

21 barge on the West Coast was hired to take the

22 overfl ow of product fromboth M. Finklea's client,
23 Tosco, and the BP Cherry Point Refinery, because the
24 pi pel i ne segnent was cl osed, you know, the 37-nile

25 segnent between Ferndale and All en was cl osed, so



4018

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

those long-termcontracts were entered into to ship
the product to the other destinations, but | don't
have any idea what those costs would be.

JUDGE WALLIS: M. Cummings, thank you for
appearing with us today. You' re excused fromthe
stand at this time. Let's be off the record while
M. Wcklund cones forward.

(Recess taken.)

JUDGE WALLIS: Let's be back on the record,
pl ease. In conjunction with M. Cumm ngs'
appearance, the Commi ssion Staff referred to Exhibit
1411, and | believe confidentiality was waived on
that. |Is that correct, M. Marshall?

MR. MARSHALL: | believe so.

JUDGE WALLIS: And Tesoro inquired into --
inquired of the witness as to Exhibit 847. 1s there
objection to either of those docunents? Let the
record show that there's no response, and 1411 and
847 are received into evidence. M. Wcklund, would
you pl ease stand?

Wher eupon,

THOVAS W CKLUND,
havi ng been first duly sworn, was called as a w tness
herein and was exam ned and testified as foll ows:

JUDGE WALLIS: Pl ease be seated. M.
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1 Har ri gan.

2 MR, HARRI GAN: Thank you, Your Honor.
3
4 DI RECT EXAMI NATI ON

5 BY MR HARRI GAN:
6 Q M. Wcklund, would you pl ease state your

7 full name?

8 A Thomas A. W ckl und.
9 Q And what is your current position?
10 A. Currently, | amthe Qynpic Integrity

11 Manager .

12 Q And are you appearing on behalf of O ynpic
13 this evening in this proceedi ng?

14 A Yes, | am

15 Q Did you prepare your testinmony, Exhibit

16 1501-T?

17 A | don't have that exhibit number on the
18 docunments that | have -- oh, sorry. | don't have
19 that on the docunents that | have. It says TAWI1T.
20 Q Right. You did prepare your testinony in

21 this case, however, which has been assigned the

22 Exhi bit Number of 1501-T. | wll just represent that
23 to you.
24 A Okay.

25 Q Did you do that?
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A Yes, | did.
Q Okay. And | understand you have one
correction, which consists of deleting the | ast

question and answer fromthat testinmony; is that

correct?
A That's correct.
Q Do you have any ot her corrections?
A No.

Q And do you adopt that testinony, as
corrected, as your own?
A Yes, | do.
MR. BRENA: Could | ask for clarification
with regard to the nodification to his testinony?
Was that just to delete the Q&A whether or not he was
concl uding his testinony?
MR, HARRI GAN: The Q®A is a question that
in his answer he actually referred to another
Wi tness, and basically there is no particular reason
for himto be testifying to that, but -- on sonething
where he sinply is referring it to another w tness.
CHAl RWNOVAN SHOWALTER:  Well, can we be nore
precise?
MR, HARRI GAN:  Yes.
CHAI RWOVAN SHOMALTER: Page seven, the | ast

QA is line 11. The second to the last is line three
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t hrough ten.
MR, HARRI GAN: Yes, ny apol ogi es.
Q What you're deleting, M. Wcklund, is line

three through ten, is that correct, on the |ast page?

MR, HARRI GAN:  Ckay.

MR. FI NKLEA:  Well --

MR. HARRI GAN: My apol ogies for forgetting
that the actual |ast question and answer was the
concl udi ng of the testinony.

MR, FINKLEA: May | inquire, do they also
intend to delete Iines one and two, which seemto be
an affirmative statenent which is then otherw se just
hanging out in md air?

MR, HARRIGAN: | would stipulate to that.

MR. FI NKLEA: Thank you.

MR, HARRI GAN: We woul d nove Exhibit 1501-T
into evidence.

JUDGE WALLIS: Is there objection? Let the
record show that there is none, and 1501-T is
received.

MR, HARRI GAN: And M. Wcklund is
avai |l abl e for cross-exam nation.

JUDGE WALLI'S: Conmission Staff.

MR, TROTTER: Thank you.
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CROSS- EXAMI NATI ON
BY MR TROTTER
Q Good evening, M. W ckl und.
A. Good eveni ng.
Q Your testinony relates to new federa
regul ations relating to what are called high

consequence areas, or HCAs; is that correct?

Q Isn'"t it true that there is no adjustnent
made by Conmission Staff in its rate case portraya
that has disall owed any expenses relating to the
costs of the company conplying with those
regul ati ons?

A. I"'mnot conpletely famliar with the
Staff's position.

Q You don't know one way or the other?

A That's correct.

Q Okay. Do you know whet her QO ynpic has
offered any adjustnent in its direct or rebuttal case
where it has adjusted for the nmeasurabl e cost inpact
of conpliance with the HCA rul es?

A. VWhat | intend to speak to are the
requi renents of the rules thensel ves and the ongoi ng

nature of the rules, but not necessarily any specific
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costs that are included or excluded.

Q So you don't know one way or the other?

A That's correct.

Q Okay. Turn to page three of your
testinony. And at the bottom of the page, and then
goi ng over to the next couple of pages after that,
you explain what the HCA regul ati on does; is that
correct?

A Yes, in brief.

Q And in brief, anpng other things, it
requires the conpany to establish an integrity
managenment program and, as you say on the top of page
five, a plan for the baseline assessment of the
pi peline to be conpleted by March 31st, 2008, and
then a framework to address each area of the
integrity managenent program Do you see that?

A. Yes.

Q Did you have occasion to read the
deposition testinony of M. Talley in this case?

A | have read sonme of M. Talley's testinony,
and which particul ar docunent you're referring to,

" mnot positive.

Q Ckay. Well, let ne represent to you that

we discussed this in sone respects in his deposition

whi ch has been marked for identification as Exhibit
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1305, just for the record. And he testified that --
and |'mreferring to page 142, In fact, we were
probably ahead of the regulation in sone of the
things that we were going to be required to do
anyway. And he's referring to the HCA regul ati ons.

Does that -- does that testinony ring true
for you, that A ynpic was already doing things that
the HCA | ater would require it to do?

A Yes, it is. And it is consistent with BP's
general beliefs and prograns that we've operated for
ot her pipeline systens.

Q Okay. And so when BP took over O ynpic
Pipe Line, it was already at that tine inplenenting
sone of the provisions that would | ater becone
codified in the HCA rul es?

A They fit very nicely with the HCA rules,
yes.

Q And with respect to the integrity
managenment program did O ynpic have such a program
prior to the HCA rules in effect?

A ["'m not aware.

Q It does say that the integrity nmanagenent
program nust include a plan for baseline assessnent
of the pipeline to be conpleted by March 31st, 2008.

Has O ynpic al ready conpl eted that baseline



4025

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

assessnment of the pipeline?

A The inspections that have been conpl eted
can be considered within the HCA rule. The rule
allows for regression and including previous
i nspections up to five years prior to this year.

Q So is your answer yes, that O ynpic already

A Yes. Yes, it is.

Q Okay. And Oynpic has, in fact, already
tested all of its line, including laterals; is that
correct?

A Yes, with several different types of tools.

Q And does O ynmpic already have an ongoi ng
mai nt enance programto nmake repairs consistent with
HCA requi renents?

A It is an ongoi ng program yes.

Q And when did that program start?

A The first inspections finished in May to
July of 2000, and repairs began in about Septenber of
2000.

Q Okay. Now, on page five of your testinony,
you refer to a witten plan for the baseline
assessnment, and then the -- you identified that the
HCA regul ation outlines conditions of concern and in

what tinme frame they nust be renedi ated, and then
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certain standards involving netal |oss and so on. Do
you see that?

A Yes, | do.

Q Are all of these requirenments consistent
with BP's standards that were in effect when BP took
over the |ine?

A These are -- in the current program we are
tailoring everything to be very consistent with the
HCA rule. Beginning in 2000, we were consistent with
this or exceeding it.

Q Okay. So beginning in the year 2000, you

were neeting the standards that are now in effect as

of 20027
A. Yes, | believe that's correct.
Q On page six, you refer to regulations

requiring pipeline operators to take preventive and
mtigative neasures to protect HCAs -- that's
starting on line five -- including a risk analysis of
pi peline segnents and so on. Had O ynpic already
done the activities you refer to in the paragraph
starting on line five prior to the HCA being in
effect?

A. When | becane involved with OQynpic in the
fall of 2000, the inspection -- ongoing inspections,

there were inspections that were conplete and there
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was a plan in place for future inspections. So

whet her or not there was a risk assessment consi stent
with the HCA rules at that tine, | don't -- |

woul dn't say yes.

Q Still on page six, line 11, you indicate
that after establishing a baseline assessnent, the
operator nust performfollow up assessnments at
periodic intervals not to exceed five years. Ws
that consistent with BP's standards before the HCA
rules went into effect?

A Pretty close. |'ve been involved with our
programin the |ower 48 in the past, and we had sone
lines where we would inspect and repair on a nore
frequent basis, as frequently as every three years,
and other lines which we felt were at |low risk, we
m ght extend that to a seven-year cycle, and with
some that were the least risk, up to ten years.

Q For O ynpic, what woul d have been the cycle
in effect prior to the HCA under BP's standards?

A Five years fits very well with O ynpic,
consi dering the popul ati on density and other risks.

Q So you woul d have had a five-year interva
prior to the HCA being inplenented anyway?

A Yes.

Q Okay. |1s there any particul ar aspect of
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1 the HCA regul ations that junp out to you that were
2 not al ready contenplated by O ynpic's preexisting
3 safety programas it was inplemented by BP Pipelines?
4 A There's very rigorous requirenents for
5 docunentation for putting a process in place,
6 docunent ati on, reeval uation of population density to
7 check for change in any other environmentally
8 sensitive areas where we may not have had that
9 aggressive a programin place.
10 Q But in terns of the safety standards
11 thensel ves, in terns of when you repair a defect,
12 what type of defect gets repaired, things |ike that,
13 those were already established as BP Pipelines
14 st andar ds?
15 A. Yes, they were.
16 MR, TROTTER: Those were all my questions.

17 Thank you very much.

18 JUDGE WALLIS: M. Finklea.
19
20 CROSS- EXAMI NATI ON

21 BY MR. FI NKLEA

22 Q Good evening, M. W cklund.
23 A. Good eveni ng.
24 Q I'"'mEd Finklea, | represent Tosco. In

25 light of Staff's questions, |'mdown to one question
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If you could turn to page four, at line 20, you state
that nmost of Oynpic's systemis located within a
hi gh consequence area. Can you help us quantify, by
nost, what you nean?

A I think a conservative estinmte would be as
little as 75 percent, but possibly nmuch nore than
t hat .

Q And is the -- is your range because you're
not certain how high consequence area is going to be
defined or just based on your own know edge of where
the pipeline route is?

A Based on ny know edge of our analysis of
the HCA areas along the pipeline route. As an
exanpl e, we have recently taken a hard | ook at the
three pieces of 16-inch, which we refer to as the
north 16, and all 54 niles are considered in an HCA
ar ea.

MR. FI NKLEA: | have nothing further
JUDGE WALLIS: M. Brena, do you have any
guestions?

MR. BRENA: | do have one or two.

CROSS- EXAMI NATI ON
BY MR. BRENA:

Q Good eveni ng.
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A. Good eveni ng.

Q | have sonme questions on your background
and what you've done. You said that you have
established your -- you nentioned in your testinony
on page two, lines 15 forward, that you had
establ i shed and coordi nated a risk-based | ong-range
smart pig inspection and repair programfor BP's
| ower 48 states liquids pipeline and that that's been
significant in managing the repair cost.

As part of that, have you been responsible
for or involved with smart pigging for pre-1970 Lone
Star ERW pi pe?

A I have been involved with inspection and
repair prograns involving pre-1970 pipe, yes.

Q And when did you first becone involved in
t hose prograns?

A Probably the | ate '80s.

Q And what was your invol venent?

A. Direct involvenent with the running of the
i nspection tool, interpretation of data, assenbling
of repair program and coordinating the actua
conpl etion of the repairs.

Q You were aware of the notices by the Ofice
of Pipeline Safety in 1988, 1989, concerning the risk

to this type of pipe?
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A | am aware of those notices.
Q And based on those notices, you put in
pl ace a programto inspect and repair those -- to

address the issue?

A. In the systemthat's being referred to
here, at that tine, we did not have any specific
concerns over -- about our pre-'70 ERW pi pe, so they
weren't treated on a different basis as other |ines.

Q By the systemreferred to here, are we
tal ki ng about BP's |lower 48 |iquids pipelines?

A Yes, it is.

Q Okay. So did you test for this type of
pi pe based on those notices in the late '80s?

A. No, | would say that we did not take any
extra measures at that tine.

Q When were the extra neasures taken?

A I don't believe we've had any previous bad
experience with pre-'70 ERW pi pe.

Q Okay. And I'mjust trying to understand.
| understood that you had been involved in testing
and repair for that type of pipe; correct?

A In a general sense, we have inspected and
repaired lines that had pre-'70 ERW But to say that
was a specific concern of the inspection and repair

no.



4032

1 Q Did BP Pipelines do anything in response to

2 those notices in the late '80s with regard to this

3 pi pe?

4 A There was a significant risk assessnent

5 done in the |ate ' 80s.

6 Q Could you tell me a little about that,

7 pl ease?

8 A It considered operating conditions,

9 | ocation, types of pipe, staffing, whatever you can
10 consider that may be a potential risk to operating
11 that system safely.

12 Q So is part of it it identified all that --
13 all the pipe that could be at risk? That was the

14 first step?

15 A. It was included in those steps, yes.

16 Q And then it did a risk assessnment based on
17 various factors that may inpact whether or not that
18 risk would be realized with regard to that pipe?

19 A Yes.

20 Q And when was this assessnment, this risk

21 assessnment conpl et ed?

22 A | believe it was 1989 or 1990.
23 Q And based on that risk assessnment, were
24 there any -- was there any testing or repair of the

25 pre-1970 ERW pi pe?
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1 A. Not that |I'm aware of.
2 Q So the result of the risk assessment woul d
3 be -- you said it was significant. Can you give ne

4 sonme idea the scope of the risk assessnment that was

5 done at that tine?

6 A. I'"'mnot sure | understand what you nean by
7 --
8 Q Wel |, how many people were invol ved, how

9 many resources went into it, how conprehensive was

10 the risk assessnent ?

11 A Actually, | wasn't a participant at that

12 time. | was in Alaska on a different assignment.

13 And upon return, | was aware that the risk assessnent
14 had been done, | had seen it. | don't know it

15 thoroughly, its contents, but | was aware that it had
16 been conpleted and | don't know who partici pated.

17 Q You' d consider it a thorough risk

18 assessnment on this issue?

19 A. On all issues relating to risk assessnent
20 or risks of operating a pipeline safely.

21 Q Okay. The conclusions to the risk

22 assessment were what?

23 A. I can't necessarily quote what all the

24 conclusions were. | know that they considered

25 operating staff level, as well as types of pipe and
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1 those sorts of things. | amaware that we -- our
2 i nspection program thinking of pipe only, our major
3 i ssues were nore along the lines of corrosion than

4 they were along seam fail ures.

5 Q Are you aware of any simlar effort that
6 was conducted with regard to O ynpic Pipe Line

7 specifically?

8 A I have no know edge.

9 MR. BRENA: Thank you. | have no further

10 guesti ons.

11 JUDGE WALLIS: Questions fromthe bench?
12 CHAl RWOVAN SHOWALTER:  No

13 COW SSI ONER HEMSTAD:  No.

14 JUDGE WALLIS: Redirect.

15 MR, HARRI GAN: Thank you, Your Honor

16

17 REDI RECT EXAMI NATI ON

18 BY MR HARRI GAN:

19 Q The risk assessnent you were just

20 descri bing that you becane aware of, at |east,

21 related to what geographic region of the country?

22 A In general, the | ower 48 states for BP

23 pre-nmerger with Anpco.

24 Q Okay. And did it include the Qynmpic line?

25 A No, it did not.
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Q Ckay. Wth respect to the 1988 notices
with respect to the risks associated with the Lone
Star pipe, what were the criteria that one was
required to evaluate in considering whether to engage
in certain types of testing, such as hydro testing?

A The two notices, first in '88, was
primarily focused on selective corrosion related to
the seam area. The second notice, which cane out in

'89, was nore directly related to seam fl aws, not

corrosion.
Q Seam fl aws, meani ng manufacturing flaws?
A Yes.
Q MM hmm
A And both of those alert notices suggested

the operators consider evaluating their system
potentially, possibly hydro testing as one neasure of
validating the integrity of the pipe, but it also
suggest ed consi deri ng whet her you had previous tests
that were still valid, also whether or not you had an
adequate cat hodic protection system
THE REPORTER  What was that?
THE W TNESS: Cat hodic protection system
Q C-a-t-h-o-d-i-c.
A And that's a nmeans of preventing corrosion

to the pipe. I'mdrawing a blank on the third item



4036
1 but the key was if you had valid records of origina
2 construction or a hydrostatic test pre-1988, of these
3 alert notices, that that woul d be considered valid
4 docunentation of the integrity of the system
5 Q Ckay. Based upon the information that you
6 have gai ned about O ynpic's |line since you began
7 handling its in-line inspection prograns, did
8 A ynpic, in fact, have such a -- have data with
9 respect to a hydro test at the time of construction?
10 A. Yes, they do.
11 Q And did O ynpic, based on your experience
12 with its line, or does it have adequate cathodic
13 protection or is there a corrosion problenf
14 A. They do not have a problem There are
15 areas of corrosion. It is sonmething that we are

16 finding with these in-line inspections, but it's not

17 significant. |It's not considered a sign of
18 i nadequat e cat hodi c protection
19 Q Okay. And had A ynpic, over the period of

20 tinme since the Iline was constructed, had a | ot of
21 probl ems with the ERW pi pe?

22 A No.

23 Q Under the criteria of the 1988 and 1989
24 notices, was a hydro test of the AQynpic line

25 i ndi cat ed under those circunstances?
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A No.

Q When did the -- when was the first notice
of rulemaking issued with respect to the high risk
areas, which |I'm m snam ng here?

A The first notice --

Q The HCAs. When was the first notice of
potential rul emaki ng about that?

A In April of 2000.

Q And when was the initial version of that
rul e actually adopted? An approxi mate date woul d be
accept abl e.

A | believe it was Decenber of 2000.

Q Okay. As of the spring of 2001, which
woul d have been two-thirds of a year after BP took
over as operator; right?

A Yes.

Q What was the status of any activities on
the part of BP in ternms of in-line inspection that
woul d be usabl e under the HCA criteria? In other
words, what -- first of all, tell us what inspections
that the HCA rules actually call for, and then tell
us, anong those inspections, where A ynpic's prograns
stood as of the spring of 20017

A In 2000, A ynpic had conpleted --

Q Let's start with what the in-line
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i nspections are that are required under the HCA
program

A Correct.

Q What types?

A. Ch, okay. The in-line inspections, as a
point, are one option to assess the system

Q MM hmm

A Hydrostatic test is another option

Q Okay.

A And ot her ways of evaluating the system
woul d be considered if you can prove a valid case,
but in-line inspection is the preferred nethod.

Q Okay. And are we tal ki ng about nore than
one type of in-line inspection that the operator mnust
consider if that's the way he's going to go?

A There are several types.

Q What are they?

A The first is called a deformation or a
geonetry tool, which is to assess the roundness of
the pipe itself |ooking for dents.

Q This is basically looking for third party
damage, mainly?

A. Third party danmage and al so rocks.

Q Okay.

A Whi ch are known to push up fromthe
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under si de of the pipe.

Q MM hrmm

A The second type is an MFL, magnetic fl ux
| eakage, which is generally understood to eval uate
wal | loss or corrosion. And in addition to that,
there is |Ianguage in the HCA rul e about eval uating
the seam and that is where the TFl type, which is
transverse flux inspection, is used to | ook at the
actual ERW seam

Q Okay. So as of the spring of 2001, where
did Oynpic stand in terns of acconplishing in-line
i nspections of these three kinds?

A The entire systemwas inspected with a
geonmetry and an MFL tool in 2000.

Q MM hmm

A Al 11 segnents. And repairs had begun, as
I was answering earlier, in the fall of 2000 and
continued on to date. W have had ongoi ng inspection
repair prograns.

Q Okay. So the inspections had occurred
prior to the end of 2000 of the two kinds you just
mentioned; correct?

A Yes.

Q But the repairs resulting fromthose

i nspections are still going on; is that right?
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A. Yes, they are.
Q Okay. Then what about the TFI inspection?
Where did that process stand as of the spring of '01?

MR. BRENA: Cbjection. | certainly think
this is, | nean, a valid line, but witness Talley is
the witness that put in the testinony relative to
this. This witness has not testified with regard to
any of the testing on the O ynpic system and
certainly wasn't asked any questions on it. So this
is not only beyond the scope of cross, but he didn't
even testify toit. This is using redirect to
suppl enent his direct testinony, and that's
i nappropri ate.

MR. HARRI GAN:  Your Honor, | believe this
responds directly to the inquiry by Staff with
respect to whether BP had, in fact, acconplished al
of the requirenments for inspection and repair called
for under this programprior to the tine of the test
year.

And I'"'msinply trying to get a clear
picture fromthe witness who was asked to answer that
qguestion of what the actual status was as of the tine
that this rule was adopted.

MR. TROTTER: Just for the record, | don't

think -- at least | don't recall asking a question
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1 about all the repairs being conpleted, but rather

2 nore that the procedures were in place and they were
3 consistent with BP's standards. That's ny

4 recol l ection of the state of the record.

5 JUDGE WALLIS: | believe this is beyond the
6 scope of the testinobny and the questions that were

7 asked of the witness and woul d sustain the

8 obj ecti ons.

9 Q VWhat is the current status of the repair
10 work or the current status of the excavation and

11 checking and repair work arising fromany TFI

12 i nspections that have taken place?

13 MR. BRENA: Sanme obj ection, Your Honor

14 MR, HARRI GAN.  Sane ruling, Your Honor?
15 JUDGE WALLIS: Yes, M. Harrigan. |Is your

16 m crophone on, M. Harrigan?

17 MR. HARRI GAN: Yes, it is.
18 JUDGE WALLIS: Thank you.
19 Q Are the standards for when one nust

20 excavate in response to a particular piece of data
21 arising froman inspection tool under the HCA rule
22 the sane as they were prior to that rule being

23 adopt ed?

24 A No.

25 Q What has happened to them under that rule?
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1 A. They are much nore conservati ve.

2 Q Are they nmore conservative than the

3 standards that BP was previously applying?

4 A Yes, they are.

5 Q What, under the HCA rules, what are -- are

6 there specific requirenents for the timng of repair

7 of certain types of defects under certain

8 ci rcumst ances?

9 MR. BRENA: Your Honor, this appears to be
10 just going through a pre-prepared |ist of redirect
11 guestions that have been typed up and aren't rel ated
12 to his testinobny or to the cross.

13 MR. HARRI GAN:  Your Honor, that question is
14 scri bbled on this piece of paper that was handed to
15 me while the witness was testifying.

16 MR, BRENA: Well, that's the only one.

17 Hol d up the other piece.

18 MR. HARRI GAN: | have actually not | ooked
19 at ny typewitten notes since | started asking

20 guesti ons.

21 MR. BRENA: Typewitten redirect should

22 cause a great deal of suspicion to begin with. But,
23 anyway, joking aside, it appears that this witness is
24 headed down the path of putting on an hour of

25 redirect for five mnutes of cross, and --
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MR, HARRIGAN:. | think I'lIl be done by
8: 30.
CHAl RWOVAN SHOWALTER:  Go.
JUDGE WALLIS: Pl ease
Q Are there requirements for the timng of

repairs of certain types of defects under the HCA
rul e?

A Yes, there are. There are severa
requirenents as far as timng goes. What they refer
to is imediate conditions, which nmeans you need to
dig up and repair as soon as possible or take other
nmeasures to ensure the integrity of the system that
being -- one other neasure would be to derate the
pi pel i ne operating pressure until you can get out
there and dig it up and find out what's there and
make any necessary repairs. Second, there are what
are called 60-day conditions. And again, you have 60
days fromthe time of having enough know edge of the
-- of what's expected to go out and dig them up and
make necessary repairs. And then the final is a
180-day condition, sane idea.

Q Is one required in -- are those
requi renments new?

A Wth the HCA rule, they are.

Q Okay. In making the assessnents that the
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HCA rule calls for, is one required to take into
account the availability of new technology as it
devel ops?

MR, BRENA: Scope.

MR. HARRI GAN: The general issue to which
this question responds, Your Honor, has to do with
the notion that the rules and requirenents are really
no different from what previously existed.

JUDGE WALLIS: | think that's beyond the
scope of the questioning.

MR, HARRI GAN: | have no other questions.

JUDGE WALLIS: Is there anything further?

MR, BRENA: | have one.

RECROSS- EXAMI NATI ON
BY MR. BRENA:

Q You nentioned that there were three
criteria in the 1989 notice, and you renenbered the
standards for hydrostatic testing and whether it had
been previously applied, and you renmenbered the
cathodic protection. You don't renmenber the third
one?

A | do now.

Q And what's the third one?

A The third one is any history of seam
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failures.

Q Avoi ding increasing the pipeline's
| ongst andi ng operating pressure. WAs that a centra
point in the 1989 notice alert?

A Yes, there is a nention of that.

Q Well, it has the sane status as the other
three that you've nentioned, and in fact, there's
four, isn't that the case? Wuld you like to review
it?

A I"'mfanmiliar with that. That is mentioned
in there, yes.

Q Okay. So when you say mentioned, nunber
one is hydrostatic testing, nunber two is avoiding
i ncreasi ng | ongstandi ng operating pressure, nunber
three is the corrosion protection, and nunber three
(sic) is if there is a seamfailure; correct?

A | believe that's correct.

Q Okay. Are you aware of whether or not
there was periodic and regul ar overpressure
situations in the Oynpic line as a result of the
failure of valves at the Bayview term nal?

A I have not been involved with the previous
-- the history of the AQynpic systemprior to ny
coming on in the fall of 2000. So |'ve heard

conversations, but details are very linted.
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Q Well, you know it's the case that, over 50
times, they were punping against a closed val ve,
don't you?

MR. HARRI GAN:  Cbj ection for |ack of
f oundati on.
JUDGE WALLI S: Sust ai ned.

Q Do you know it's the case that they were

punpi ng agai nst a closed val ve over 50 tinmes?

MR. HARRI GAN: Sane question. Sane
obj ection.

JUDGE WALLIS: The witness may state
whet her he knows the answer.

THE W TNESS: Pl ease restate.

Q Do you know whet her or not on the O ynpic
Pi pe Line system that over 50 tines, that it was
punpi ng agai nst a closed valve at the Bayview
term nal ?

MR. HARRI GAN: Sane obj ection

JUDGE WALLIS: The witness may respond.

THE WTNESS: |I'mnot familiar with those
details.

Q Have you reviewed -- you have indicated
that part of your responsibility is to respond to the
O fice of Pipeline Safety Corrective Action Order

haven't you?
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A Yes, sir.

Q And you're not aware of the failure to test
or the overpressure situations that occurred at the
Bayvi ew termi nal ?

MR. HARRI GAN. Sane objection. The w tness
has al ready answered this question.

MR. BRENA: | nmde it nmore broadly, and
he's indicated in his testinony that it's part of his
duty.

JUDGE WALLIS: The witness may respond.

THE W TNESS: The details that | have
primarily have cone fromthe CAO as it is witten,
and there is nmention of sone overpressure events in
the CAO as part of their fact-finding.

Q And as part of your job and responsibility,
are you testifying that you haven't investigated
whet her or not there's been any overpressure
situations on this line?

A VWhen | came on in the fall of 2000, the
i ssues related to that particular part of the CAO had
been addressed.

CHAl RWOMAN SHOWALTER:  What i s the CAO?

MR, BRENA: Corrective action order by the
Office of Pipeline Safety with its two anmendnents.

THE W TNESS: Corrective action order,
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yeah.
Q So you were the person in charge of

ensuring conpliance with the corrective action order;

correct?

A No.

Q I'"mreading fromyour testinony, page one,
starting on line 12. It says, | work with BP

engi neering groups and A ynpic Staff to ensure
conpliance with federal integrity regulations in the
Office of Pipeline Safety's Corrective Action Order.
Is that accurately stated?

MR, HARRI GAN: Objection. If this is
suggested as a contradiction of the w tness' prior
testi nony, work with and being in charge of are not
the sane thing.

MR, BRENA: My question is is whether or
not the testinony is accurately stated.

JUDGE WALLIS: The witness may respond.

THE WTNESS: It is in the sense that |
work with, but in charge of is incorrect. | do
report on status of -- | should say | work with
others in BP's staff in tracking the status of the
corrective action order that can then be conveyed to
the O fice of Pipeline Safety.

Q So you're aware generally of the
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comrmuni cati ons that have gone back and forth between
QO ynpic and the Ofice of Pipeline Safety with regard
to the -- with regard to the requirenments under the
corrective action order?

A. In general, yes.

Q Okay. Let nme ask you a hypothetica
question. If you knew that sone pre-1970 Lone Star
ERW pi pe had been in an overpressure situation at
| east 50 times as a result of the pipeline punping
agai nst a closed valve, would you take steps to
ensure yourself that the ERW pi pe mai ntai ned the
integrity of its seams?

MR. HARRI GAN: Obj ection, assunes facts not
in evidence and contrary to the evidence.

MR, BRENA: | asked it as a hypotheti cal

JUDGE WALLIS: It's a hypothetica
question. The witness may respond.

THE WTNESS: If | was put in that
situation today, | would consider that in ny
assessnent of the system

Q And by consider that in your assessment, if
those were the underlying facts, you would step
forward and do a risk assessment to see whether or
not the ERW pi pe seans had integrity, would you not?

MR, HARRI GAN: Sane objection. |It's
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assuni ng facts not in evidence, and a hypothetical is
not appropriate if the facts are not in evidence.

JUDGE WALLI'S: The witness may respond.

THE W TNESS: Could you pl ease restate?

Q Well, I'"mjust trying to understand. You
said that BP did a risk assessnent in its whole
systemin the late '80s, and it wasn't in a situation
where -- so |I'masking you if you're in a position
where you had pre-1970 ERW pi pe and it had been
alleged or it were true that, over 50 tines, that
those pi pe seans had been put in overpressure
situations, wouldn't the prudent thing to do be to
step forward and do a risk assessnent of the
possibility of a seamfailure?

MR, HARRI GAN: Sane obj ecti on.

JUDGE WALLIS: Overrul ed.

THE WTNESS: The reality is the assessnent
is conplete for that segment to the line, it has been
hydro tested since the failures, since the failure in
the system so an assessnment has actually been
conpl eted and validated. G ven those -- that
hypot heti cal for today, in my position, |I don't have
a concern for the Ferndale to Allen segnent.

Q I was asking as a hypothetical. |

understand that it's all been tested now and it's
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1 with regard to the facts of this case. |'m asking
2 you if you were brought into a pipeline and it had
3 pre- 1970 ERW pi pe and the seans had been put in an
4 overpressure situation over 50 tinmes, isn't the
5 prudent thing to do is an imedi ate ri sk assessnent
6 with regard to the risk of seamfailure? |Is that a
7 prudent thing to do, in your judgnment?
8 A | believe that's what | answered a couple
9 of questions ago, that | would definitely consider
10 that in the assessnent of the system
11 Q So you woul d assess the system and you
12 woul d assess that particular overpressure both; is
13 that correct?
14 A Yes, it should be done.
15 MR, BRENA: Okay. Thank you. No further
16 guesti ons.
17
18 REDI RECT EXAMI NATI ON
19 BY MR. HARRI GAN:
20 Q Were the assessnents that were perforned
21 under your direction since you came to assist Oynpic
22 performed in any way as a result of the Watcom Creek
23 i nci dent ?
24 MR, BRENA: Objection. That's beyond the

25 scope of the cross. |If we're going to open up the
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reason for that, we'll be here another hour

MR. HARRI GAN: The cross, Your Honor, was
directly related to counsel's, in effect, attenpt to
i ntroduce through hypotheticals an erroneous state of
facts with regard to the causes of the Watcom Creek
incident and then to relate those events to the
assessnent.

MR. BRENA: No, it was not. It's
uncontested in this case that the Watcom Creek
pi peline failure was not ERWpipe. So he's -- if he
wants to go into Wiatcom Creek, then | have to
foll ow.

JUDGE WALLIS: | think that we've managed
to -- pretty nmuch to stay out of the creek so far and
woul d suggest that we try to continue that practice.

MR, HARRI GAN:  All right.

JUDGE WALLIS: So I'Il sustain the
obj ection, M. Harrigan.

Q What -- the termoverpressure is not a
sel f-defining term \What is maxi num al | owabl e
operating pressure?

A Definition?

Q Basically, yes, the essence of it.

A G ven that you consider the type of pipe,

the yield strength of the material, dianeter, wal



4053

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

thickness, all go into determning a design limt.
Your maxi mum al | owabl e operating pressure, if you
hydro test to validate the design limt, you can
operate there, but your hydro test actually
determ nes what your MAOP will be.

Q Okay. And is the maxi num al | owabl e
operating pressure what you're allowed to operate at
all day |ong?

A Yes, it is.

Q And is there also a maxi nrum al | owabl e surge
pressure?
A Yes, there is. It is ten percent above the

maxi mum al | owabl e operating pressure.

Q Ckay. And is the line designed to
wi t hstand maxi mum al | owabl e surge pressure in order
for it to have that allowable surge pressure?

A Yes, it is. And the hydro test also
val i dates that.

Q Okay. Do you have any know edge that 50
times or any nunber of tinmes this |line experienced
pressures in excess of maxi mum al | owabl e surge
pressure? Do you have any know edge of that?

A O those -- of 50 tines, of 50 occurrences?

Q O any ot her nunber?

A Only what |'ve read in the statenent of



4054

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

facts in the CAO
Q And?
A And it does say there -- whether it's 50 or
40, it's sonewhere's in that range.
Q O what events?
A | woul d need to | ook.
MR, HARRIGAN: All right. | have no
further questions.
JUDGE WALLIS: Anything further of the
Wit ness?
MR, BRENA: No, Your Honor.
JUDGE WALLIS: M. Wcklund, you're excused
fromthe stand
THE W TNESS: Thank you.
JUDGE WALLIS: Is there anything further
this evening? Let the record show that there's no
response, and that today's session is concl uded.

(Proceedi ngs adjourned at 8:43 p.m)



