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BEFORE THE WASHI NGTON UTI LI TI ES AND TRANSPORTATI ON

COWM SSI ON
WASHI NGTON UTI LI TI ES AND )
TRANSPORTATI ON COVM SSI ON, )
)
Conpl ai nant, )
)
VS. ) DOCKET NO. TO- 011472
) Vol ume XXXI
OLYMPI C PI PE LI NE COVPANY, ) Pages 4055 - 4192
I NC. , )
)
Respondent . )

A hearing in the above matter was held on
July 2, 2002, at 9:45 a.m, at 1300 South Evergreen
Park Drive Southwest, O ynpia, Washington, before
Admi ni strative Law Judge C. ROBERT WALLIS, Chairwonman
MARI LYN SHOWALTER, Conmi ssioners W LLI AM HEMSTAD and
PATRI CK OSHI E.

The parties were present as follows:

WASHI NGTON UTI LI TI ES AND TRANSPORTATI ON
COWM SSI ON, by DONALD T. TROTTER and LI SA WATSON
Assi stant Attorneys General, 1400 South Evergreen Park
Drive Sout hwest, Post O fice Box 40128, O ynpi a,
Washi ngton 98504; tel ephone (360) 664-1189.

OLYMPI C PI PE LI NE COVPANY, |INC., by ARTHUR W
HARRI NGTON, Attorney at Law, Daniel son, Harrington,
Tol | ef son, 999 Third Avenue, Suite 4400, Seattle,
Washi ngton 98104; tel ephone (206) 623-1700; by
WLLIAM H BEAVER, Attorney at Law, Karr, Tuttle
Campbel |, 1201 Third Avenue, Suite 2900, Seattle,
Washi ngton 98101; tel ephone, (206) 224-8054; by STEVEN
C. MARSHALL, Attorney at Law, Perkins Coie, 411 108th
Avenue Northeast, Suite 1800, Bell evue, Washi ngton
98004; tel ephone, (425) 453-7314.
Kathryn T. W/l son, CCR, Court Reporter



4056

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

TESORO REFI NI NG AND MARKETI NG COVPANY, by
ROBI N O. BRENA, Attorney at Law, Brena, Bell &
Clarkson, 310 K Street, Suite 601, Anchorage, Al aska
99501; tel ephone (907) 258-2000.

TOSCO CORPORATI ON, by EDWARD A. FI NKLEA,
Attorney at Law, Energy Advocates, LLP, 526 Northwest
18t h Avenue, Portland, Oregon 97209; tel ephone (503)
721-9118.
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PROCEEDI NGS

JUDGE WALLI'S: Let's be on the record,
pl ease. This is the Tuesday, July 2 session in the
matter of Docket No. TO 011472. This norning' s session
will begin with the exam nation of M. Talley. Are
there any admi nistrative matters before we proceed?
Let the record show that there is no response.

O ynpic is calling Bobby J. Talley to the stand.
M. Talley, would you pl ease stand?

(Wtness sworn.)

JUDGE WALLIS: In conjunction with
M. Talley's testinony, some documents have been
predi stri buted and premarked. These are on behal f of
Aynmpic: M. Talley's rebuttal testinony, 1601-T
through 1608-C, and 1619-T, which is M. Talley's
direct testinmony before FERC, through 1628.

In addition, Tesoro predistributed docunents
that have been marked as 1616-C, 1617, and 1618, and
Commi ssion staff has distributed a docunent identified
as 1629 for identification. | believe that these
documents were identified at the conference for
administrative matters held on June 13th. To the
extent that they are not, and we will conpare the
record in that document with this list, we will ask the

court reporter to add the description of docunents that
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1 are not identified. Wth that, M. Harrigan?
2 DI RECT EXAM NATI ON

3 BY MR HARRI GAN

4 Q M. Talley, would you pl ease state your ful
5 name?

6 A. Bobby J. Tall ey.

7 Q What is your current position?

8 A | am a vice president, district manager of

9 A ynpi ¢ Pi pe Line.

10 Q Are you appearing today on behalf of O ynpic
11 Pi pe Line?

12 A I am

13 Q Did you prepare Exhibits 1601-T and 1619-T,
14 whi ch are your direct and rebuttal testinony?

15 A | did.

16 Q Are you sponsoring today Exhibits 1602

17 t hrough 1608, sonme of which have a confidentiality

18 designation after them as well as Exhibits 1620

19 t hrough 16287

20 A I have.

21 Q Do you have any corrections or nodifications
22 to your testinony?

23 A | do not.

24 Q Do you adopt this testinobny as your own?

25 A | do.
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MR. HARRI GAN:  We woul d offer Exhibits
1601-T, 1619-T, 1602 through 1608-C, and 1620 through
1628.

JUDGE WALLIS: Any objections? Let the
record show there is no response, and the exhibits are
received in evidence.

MR. HARRIGAN: The witness is available for
Cross-examni nati on.

JUDGE WALLI S: Comm ssion staff?

CROSS- EXAM NATI ON

BY MR TROTTER:

Q I would like to start with your rebuttal
testi nony, Exhibit 1601-T, Page 2, Line 7. You
i ndicate that O ynpic now questions if it can start any
nore new projects in the 2002 capital budget because
i ntervenors have recommended that O ynmpic refund the
tenporary FERC rates and the WUTC interimrates. That
refund liability would exceed all funds avail able for
the 2002 capital budget, as Howard Fox testifies. Do
you see that?

A Yes.

Q Is it your understanding that the total

anount in question is 17 mllion, 3 mllion of which is
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1 revenue frominterimrates fromthis Comm ssion?

2 A As far as the 2002 capital budget?

3 Q As far as the potential total refund

4 liability.

5 A | believe that's correct.

6 Q O ynpic knew when it filed FERC rates that

7 those rates were potentially refundabl e?

8 A Yes.

9 Q O ynpic asked for interimrates for this

10 Conmi ssion to be subject to refund; is that correct?

11 A That's my under st andi ng.

12 Q Has the FERC ALJ's proposed di sm ssal of

13 A ynpic's FERC filing changed O ynpic's deci si on- naki ng

14 regarding projects in its 2002 capital budget?

15 A I'mnot aware that that decision has been
16 final. There has been a discussion that if it is
17 final, we are still proceeding on fact that until it's

18 finalized, we are receiving interimrates that may be
19 ref undabl e.

20 Q Turn to Page 4 of your testinony. | would
21 like to ask you sonme questions regarding throughput,
22 and you state at the bottom of the prior page, as

23 testified to by Ms. Hammer, actual data for the |ast
24 ten nonths as adjusted by two nonths of forecast show

25 an annual i zed vol unme of approximately 103 nmillion



4063

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

barrels per year. Do you see that?

A Yes, | do.

Q That is the throughput that Ms. Hammer is
dependi ng?

A Yes.

Q You say this is an actual known and

measur abl e amount conpared to the estinate you nmade in

your initial filing of about 105 million barrels per

year ?
A. That's my opinion, yes.
Q The 105 mllion, that was based on one nonth

annual i zed; is that correct?

A That's correct.

Q Was that figure known and measurable, in your
opi ni on?

A | think it was the best figure they had

available at the time. The pipeline systemhad been
down for two years and had never operated at 80 percent
operation pressure before. It was the first nonth that
the ol d pipeline systemhad been up and runni ng, and
they took that nonth and adjusted it to come with an 80
percent throughput figure.

Q My question was, was that a known and
measurabl e figure as you understand that concept?

A It's not as neasurable as the actua
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hi storical volunme that we've gotten over the last 10
nont hs.

Q Was it known and neasurable? Was the
105-million figure known and neasurable, or was the
fact that it contained an annualization el ement --

A. In my opinion, that's correct. It did not.

Q Your current estinmate also contains two

mont hs of estimated data, doesn't it?

A That's correct.
Q Now, at the tine of the filing with this
Commi ssion -- the filing, | believe, was nade on

Oct ober 31st of 20017

A Yes.

Q -- was the original throughput data you had
at that tinme July 2001, what you used for --

A Woul d you repeat that again? |'msorry.

Q You indicated that in the throughput estinmate
for your direct case, you used, and | don't think you

stated the nonth, but it was July 2001 annual tinmes 12;

correct?
A. Yes.
Q Was that the only throughput information you

had on Cctober 31st when the filing was actually nade
to the Conmi ssion?

A There shoul d have been sone experience with
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August and Septenber, but nost of our throughput data
can be somewhat seasonal, so | don't know that those
three nonths woul d have been as val uable as the past 10
nmont hs where you' ve got nore seasonality involved in

t he nunber.

Q I'"mjust focusing on your direct case now,
and | was wondering why you woul d not have used the
three nonths actual data that you had avail abl e at that
time instead of the one nonth of July that you actually
used.

A I was not actually involved in putting
t oget her those nunbers. | did review them and question
why woul dn't we use actual historical data which shows
what the operation will do for a period of tine, the
closer to a 12-nonth period rather than estimting or
adj usting three nonths or 11 nonths or nine nonths.

Q The reason that you didn't use 12 nonths
ended Septenber 30, 2001, throughput data in your
direct case was that the pipeline had a substantia

interruption of service during a portion of that

peri od.

A That's correct. W only had half a system
operati ng.

Q I would Iike you to assune that the pipeline

in the year 2001 had actual throughput of 50-mllion
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barrels and assune that the year 2001 is the base year
for rate-nmeking purposes. Wth those two assunpti ons,
should that 50-million barrels be used for rate-making
on the basis that it is a known and neasurable figure,
or is there a need to understand the basis for that
t hroughput before using it?

A I think historical actual volumes are a
better indicator over a 12-nonth period about how a
pi peline system operates, unless there are extenuating
circunstances that you can forecast. For exanple, if
there is four refineries on the pipeline and you know
one of themis going out of service, then | think
that's something that you would have to adjust, but if
there is no hydraulic changes in the pipeline system
and there is no expectation that the suppliers that
supply the fuel for that pipeline will change their
operation, then | would say the 50,000 would be a

better figure to use.

Q O 50 mllion?
A 50 million
Q If you knew that in the year 2001 for that

pi peline the pipeline was actually down for three
mont hs, then would you say it would be inappropriate to
use the 50-mllion figure if prospectively it was not

going to be down for three nonths in the foll ow ng
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year?
A If the pipeline was going to operate as it
operated before when it produced the 50-nmillion

t hr oughput, yes.

Q Let nme ask it again. The assunption was in
the base year, the pipeline was down for three nonths
and the base year throughput was 50 mllion. |f you
did not expect the pipeline to be down for three nonths
in the year 2002, you wouldn't use the 50 nmillion

woul d you?

A No.
Q I would Iike to turn to the Bayview terni nal
issue. Turn to Page 3 of your rebuttal. 1'm focusing

on the m ddl e paragraph on that page, and in the | ast
line, you indicate that Staff and Intervenors continue
to be confused about the difference between capacity
and throughput. Do you see that?

A Yes.

Q When Bayvi ew was placed in service, Qynpic
canme before this Comm ssion seeking to recover its
investment in rates, and it represented to the
Commi ssion that the Bayview term nal woul d expand
pi pel i ne capacity by 35,000 to 40,000 barrels per day.
Is that correct?

A That's my under st andi ng.
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Q Your testinony is that that statenment to the
Commi ssi on was incorrect?

A No. M statenent refers to the difference
bet ween capacity and throughput, and that capacity
doesn't necessarily nean the sane thing as throughput,
and in this 1998 filing, a represented throughput of
121 mllion, which was about 5-million barrels per year
hi gher than what the system had represented before, and
I"msaying that Staff and Intervenors did not use that
5-mi |l lion-barrel s-per-year throughput as a basis for
what throughput enhancenents that Bayvi ew woul d
provi de.

Q Let me have you turn to Page 18 of your
testi nony, bottom of 17 and over to 18. Referring to
the 35- to 40-thousand barrels per-day capacity
assunption, you testified that, quote, W cannot find
any support for that capacity assunption. It appears
to us to be wong, end quote.

A Yes.

Q On Page 20 of your rebuttal, you refer to the
Staff throughput computation, and you indicate on Lines
10 through 14 that the Staff added a capacity, not a
t hroughput estimte, of 35,000 to 40,000 barrels per
day for Bayview. Do you see that?

A Yes.
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1 Q Isn't it a fact that the Staff did not use
2 35,000 to 40,000 barrels per day for Bayviewin its
3 cal cul ati on?
4 A That was my understandi ng; that they added
5 the 35- to 40,000 barrels per day and not the 5-mllion
6 barrel s per year
7 Q I s your understandi ng based on a revi ew of
8 M. Col bo's actual work paper or exhibit showi ng a
9 preci se cal cul ati on?
10 A. Yes, | did, awhile ago.
11 Q It's your recollection that 35- to 40, 000
12 barrels per day is included in that exhibit?
13 A That's what | renenber.
14 Q If you did not thoroughly understand Staff's
15 t hroughput analysis, do you know why M. Col bo was not
16 asked about it in his deposition?
17 MR. HARRI GAN: Objection. Calls for
18 specul ation about the actions of sone attorney.
19 JUDGE WALLIS: The question calls for the
20 wi tness's own knowl edge, and if he has no know edge, he
21 may so state.
22 THE WTNESS: | do not.
23 Q (By M. Trotter) Let's talk about the
24 Bayview term nal itself, and please turn to Page 10 of

25 your testinony, Lines 9 to 15. |It's your testinony
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t hat Bayview currently provides overpressure relief for
the incomng lines fromthe north. |t provides bypass
capability around the facility. |It's used for a
staging area for pipeline repair and repl acenent
projects on the northern end and includes a rmultiunit
punp station, and it also consists of office and

mai nt enance shop space for the northern area

mai nt enance team Do you see that?

A That's correct.

Q Are there any other uses to which Bayviewis
put currently?

A It houses spill response equi pnment and fire
response equi pnment.

Q Anyt hi ng el se?

A. It also currently and al ways has since it was
built part of the SCADA system It's part of our PLC s
t hat respond back to the control center, part of the
| eak detection system cathodic protection for not only
the tank farm nmanifold, and the mainline pipelines
that are connected to it, and it has two of the

mai nl i ne val ves that are connected to the system

Q Anyt hi ng el se?
A That's all | can recall
MR. TROTTER: | would like to mark for

i dentification Exhibit 1609, which is the deposition of
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M. Talley.

JUDGE WALLI'S: The Exhibit 1609 through
Exhibit 1615 will be identified for the record at the
outset of M. Talley's appearance today.

MR. TROTTER: | would nove for the adm ssion
of 1609 to 1615.

JUDGE WALLIS: |Is there objection? Let the
record show there is no objection, and those docunents
are received

Q (By M. Trotter) Please turn to Exhibit
1609, which is Transcript 21. At Line 22, the question

was asked: "So since June 10th of '99, the

facility --" and we are referring to Bayview here

has been used to store water for hydrotesting, diese

fuel for use in PIG runs," and then you give an
affirmative, and then, "and it's been used to get
product out of tanks that have been there for two

years," and you give an affirmative, and then | asked,
"Any ot her purpose,” and you answered no. Did |

correctly restate your deposition testinmony?

A | agree with what it says, yes.
Q You didn't mention overpressure relief, a
mul ti punp station, a spill response equi pnment storage

and fire equi pment storage, the SCADA function, |eak

detection, cathodic protection, or two mainline valves.
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Is that correct?

A That's correct.

Q I would like to refer you now to Exhibit
1629, which is the Conpany's response to WJTC St af f
Dat a Request 367.

MR. TROTTER: | would nove that exhibit into
evidence at this tinme. |It's a conplete response by the
Conpany.

MR. BEAVER: When | was | ooking at 1629,
there is an attachnent on it that is identical to
1616-C, which is confidential. This particular
attachnment has very detail ed shipper-specific shipper
i nformati on, which by the ICA we are obligated to keep
confidential. | don't know why the attachnment is not
identified as confidential. It absolutely should be,
just like 1616-Cis, and | would request that
Attachnent B, in fact, be designated confidenti al
Thi s includes detail ed shipper information for,
bel i eve, Tosco, Equilon, Arco, Tesoro, but anyway, it
shoul d be confidenti al

MR. TROTTER: Which is it?

MR. BEAVER: It's Attachnent B to 1629.

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

(Di scussion off the record.)
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JUDGE WALLIS: During an off-the-record
di scussion, it has been determined that Attachnent B to
Exhi bit 1629 is either identical or substantially
simlar to a docunent that has been distributed as
Exhi bit 1616-C, a confidential docunment. The parties
have agreed to renove, physically, Attachnent B from
1629 to avoid the need for designation as confidentia
and also to avoid the need for duplication in the
record.

Parties have | eave to exam ne Attachnent B
proposed to 1629 to determ ne whether there is any
difference, and if there is any difference and that is
significant to the parties, then we will take up that
matter as an administrative matter. Does that neet the
parties' needs? Wth that, nodification, Exhibit 1629
is no longer confidential; is that correct?

MR. TROTTER: Yes.

JUDGE WALLIS: It's received in evidence.

Q (By M. Trotter) M. Talley, referring you
to the cover page of Exhibit 1629, do you understand
that this data request by Staff asked for a detailed
history of the use of Bayview termnal, when it was
pl aced in service, for what purpose it was used, and
how t hat use changed, when and why, anobng other things?

A | don't have 1629 in front of ne. I''m



4074

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

| ooki ng at 1616-C.

MR, HARRI GAN: There were copi es just
distributed earlier this nmorning. Do you have anot her
one?

MR. TROTTER: No. It was distributed earlier
to the parties.

Q (By M. Trotter) Can you confirmthat's what
we were | ooking for?

A Yes.

Q Turn to Page 2 of the suppl emental
menor andum whi ch was provi ded and i ncl udes your
decl aration, but I'm focusing on the nmenorandum Page
2 referred to testinmony in the first paragraph for
M. Batch indicating that Bayvi ew was bei ng used for a
nunber of purposes, including storage of petrol eum
products, storage of water for hydrotesting, storage of
di esel fuel needed to run a smart PIG and is it
correct that he did not, at least in this document,
O ynpic did not report that Bayview was bei ng used for
emergency pressure release or any of the other uses
that you had testified to orally this norning?

A Yes, that's true. | think it was on ny part
of misstating it because you assune that people know
these things are being used. The overpressure

protection system has been in place. W couldn't
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operate the pipeline without it, so you take that for
grant ed.

Q So in your opinion sitting here today, it was
in the deposition just an oversight that you didn't
i nclude the list that you gave today or in your
testinmony rebuttal ?

A That's correct.

Q Let's focus on pressure relief for a nmoment.
You said that you could not operate the system wi t hout
it. How did Aynpic operate the system before Bayvi ew
with regard to pressure release on the north end?

A | don't know that. | have not studied how
t hey operated before | got here.

Q Do you know how nuch it would of cost to
build a facility to do what Bayview is doing today?

A Probably | ess than what they spent on it if
you were sinply trying to provide overpressure

protection and offices and storage and data equi pnent.

Q Do you know how much | ess?
A No, | don't.
Q Al'so in your deposition on Page 37, Exhibit

1609, Transcript 37 around Line 16, you said, quote,
think what |1've heard is that Bayvi ew added sone
capacity for cross-Cascades and sone additiona

capacity for Portland, unquote, and then you go on to
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say you don't know what those nunbers are. |Is that
still your understanding, that a portion of Bayviewis
going to be used for the cross-Cascades project?

A That's just information provided to nme by
enpl oyees at A ynpic that were there before BP got

there. There is no docunmentation that | had that told

me that.
Q So you can neither confirm nor deny that?
A That's correct.
Q You don't know how nuch of the total cost of

Bayvi ew was attributable to cross-Cascades purposes, if
any?

A | do not.

Q If Bayview was not there, OQynpic could stil
do testing on the line, couldn't it?

A It would be very difficult, especially
hydrotesting. W found that the hydrotesting that we
did, we had nowhere to store water, and no one wanted
to take the water fromus, and that is the big problem
and Bayvi ew was very handy for that purpose.

In addition to that, it would make
mai nt enance project expenses go up to have to find
facilities to stage projects on the northern end.

Q Are there warehouse facilities available in

the north end of your |ine?
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A. They are now with Bayview. They are not
anywhere el se.

Q I nean just generally. |s there conmercia
st orage war ehouse space available in the econony of

VWhat com or Snohomi sh counti es?

A. I have not personally | ooked, but |'msure
there is.
Q How did O ynpic hydrotest before Bayvi ew was

in service?

A | don't know, sir
Q On Page 10 of your testinobny on the beginning
of Line 16, you said, "One use of Bayview will be to

store and consolidate ("batch") product shift fromthe

Ferndal e and Cherry Point refineries.” Do you see
t hat ?
A Yes.
Q Is that the primary purpose for which Bayvi ew

was built, to do batching?

A. Again, | wasn't here when Bayvi ew was built,
but 1've | ooked at Bayvi ew and how | woul d use Bayvi ew
when it becones operational and 100 percent. | think
there are several benefits you can get from Bayview.
One is it provides opportunity to do mai ntenance on the
connecting lines fromthe two refineries, Ferndale and

Anacortes. You can keep the line south of Bayview
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rateabl e and punping, call the storage while you do
that schedul e or planned mai nt enance.

The other thing it does is we have a problem
even in our prorated systemw th shippers not neeting
the barrel nom nation requirenents, so when we go to
swing to themand the barrels are not provided, we have
to either shut down the pipeline systemor slowit
down. Bayview would provide you the ability to fil
that free space and keep the |ine rateable.

The other thing that Bayview could do under
those circunstances is the way we operate line, 16-inch
and then 20-inch on cycles, the two refineries are
switching cycles once a week every six days.

Typically, one is ahead of the other line when it sets
down. You could prevent that down tine and | ost
t hroughput by using Bayview to fill that space.

The other thing it does is you could stage
fungi bl e batches, and you could make those batches
| arger, which neans as you go down segnent two and
three of the line, which is the 20-inch and 14-inch
that you could have longer strips. Strips allowthe
t heoretical capacity of the pipeline systemto be
avai |l abl e, because we are taking deliveries into
multiple locations at the same time. Wthout that, we

are restricted to the capacity of a single |ine.
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Q Are any of those uses avail able today?

A They are not right now.

Q Strips are a form of batching, aren't they?
A | take that back. Let me correct that. W

are doing sonme stripping and sonme batch and sone
fungibility, but not as nuch as we could do once
Bayvi ew i s back in service.

Q You are saying you are doi ng batchi ng using
Bayvi ew t oday?

A. No, not using Bayvi ew.

Q I was focusing on uses of Bayview. So you
are doi ng batching and these other activities apart
from Bayvi ew t oday?

A That's correct.

Q Was Bayvi ew used for pressure release during
t he What com Creek incident?

A I wasn't here during the Watcom Creek
i ncident, but the relief valve was in place and the
tank was there and the system was connected to the
Ferndal e/All en | eg ever since it was put into service
in April of 1999.

Q Di d Bayvi ew actually provide pressure relief
during the What com Creek incident?

A That's my under st andi ng.

Q Is it your understanding that the valve
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mal functi oned and caused pressure to build up in the
line?

A It's nmy understanding that the valve that
protects the | ower flange ratings of the manifold
cl oses, and upstream of that, there is a relief valve
that rel eases pressure into Tank 209.

Q Is it your understanding that the pressure
relief system operated properly during the Watcom

Creek incident?

A. It relieved. I'mnot sure if it operated
properly. | don't know the details of that.
Q Were there any changes nmade to the pressure

rel ease valve systemrelating to Bellevue after the
What com Creek incident?

A. There were a bypass put in, but they added a
new relief valve that allows that sane protection when
you are not going directly into the manifold at
Bayvi ew, so you have both relief valves in place once
it goes to 100 percent. You have one relief valve that
protects the main line and one that protects the
station piping.

Q Those are changes that were made after
Bayvi ew was bypassed?

A As part of the bypass.

Q Did Aynpic do PIG runs before Bayview was in
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service?

A Yes.

Q How did you store a product for PIG runs
wi t hout Bayview at that tinme?

A. I don't think you need to store product to do
PI G runs when you are rating normally. You only need
to do that if you are not operating and you need to run
an inspection tool and then shut down, and ny
under st andi ng doing the testing was OPS only all owed
enough product to get the tool fromthe input to the
out put | auncher and then shut down.

Q Isn'"t it necessary to store diesel fuel for
use in PIGruns?

A. What |'msaying is if you are going to run a
tool in diesel, you use a diesel batch that's going to
the custonmer, but if your pipeline is not running and
you are getting perm ssion to run it just for that
pur pose, then you need to store that fuel somewhere for
t hat inspection.

Q So since the line is up and running, you
don't need Bayview to store diesel for PIG runs?

A Not for PIG runs.

Q So in your testinony in your deposition
Transcript 21, when you were asked since June 10th of

'99, the facility has been used to store diesel fue
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for PIG runs, that would have been during the tinme the
pi pe was out of service.

A That's correct.

Q On Page 15 of your rebuttal testinmony, Lines
12 to 15, you indicate if Bayview was truly not
operational, as Staff states, it would use no power or
supplies or materials costs associated with it as these
costs conme to about a half-a-mllion dollars, which you

state is consistent with Oynpic's point that Bayvi ew

is operational. Do you see that?
A Yes, | do.
Q Do you know what Bayview s O&M costs woul d be

if it was fully operational in perform ng batching
functions and the other functions it was designed to
do?

A Qut side of the use of the motors will
probably be the only increase in power, you have to
have power to maintain a facility |ike Bayview,
lighting for security. You have to keep nmpotors and
val ves, electric on themto keep them warm and
operational. You have to have cathodic protection,
which requires power. All those costs here represent
initially what woul d be expected to pay outside of
runni ng the punps and notors.

Q Let's assume Bayvi ew becones fully
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1 operational. Do you have an estimte of what its O&M
2 costs are in that position?
3 A I do not, and a | ot would depend on how t he
4 shi ppers use it.
5 Q You said it's about a half-a-mllion dollars.
6 Woul d you accept that the anpunt that Staff renpved was
7 467, 3007
8 A "1l accept that.
9 Q Woul d you accept subject to your check that
10 of that anopunt, 259,372 was for power expenses?
11 A "Il accept that.
12 Q O that $259,000 figure, 6,989 was paynent
13 for kilowatt hours, and the remai nder was for demand
14 charges and utility charges for leasing facilities.
15 A. Subj ect to check, | will agree.
16 Q These are all in M. Colbo's exhibit, but it
17 follows fromthat data that Qynpic is paying about a
18 quarter-of-a-mllion dollars in demand and rel ated
19 charges to get less than $7,000 of Kkilowatt hours.
20 Does that suggest to you that you are being served on
21 the wong rate schedul e?
22 A We've actually changed the schedule on two
23 occasions since |'ve been here. | think we went from
24 Schedule 49 to 48 and then to a Schedul e 13 just

25 recently.
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1 Q When did you change to Schedule 13?
2 A | believe it was in spring of this year
3 Q Does that have the $250,000 a year demand

4 char ge?

5 A I don't know It's a |ower overall reduction
6 in our power costs though.

7 Q Do you know how ruch?

8 A I don't know off the top of ny head. |

9 apol ogi ze.
10 MR, TROTTER: Those are all ny questions.

11 Thank you, M. Tall ey.

12 JUDGE WALLIS: M. Brena?
13

14

15 CROSS- EXAM NATI ON

16 BY MR BRENA:
17 Q Good norning, M. Talley. | would like to
18 ask you sone questions about your background before we

19 get into this other stuff. Are you an engi neer?

20 A No, |'m not.

21 Q Have you had any engi neering training?

22 A No, | have not.

23 Q Have you worked within an engi neeri ng conpany

24 at any point in your career?

25 A I've been involved in | ots of engineering
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projects within ny experience in the pipeline industry.
Q Do you have any fornmal education in
engi neering matters?
A | do not.
Q Is it fair to say that the coll ege education
that you do have is in business admnistration and
| abor negotiations?
A. That's true.
Q Do you consider yourself to be an expert on

rate-maki ng matters?

A | do not.

Q Have you been involved in a rate case before?
A No. This is the first tine.

Q You are aware that within the context of

rate-making, there are certain terns of art that are

used?
A Yes.
Q Do you consider yourself an expert with

regard to the application of those terns, generally?

A No.
Q You' ve used throughout your testinony, and we
can go a page at a time or |I'Il just ask you, known and

nmeasurable. Are you aware that's a termof art in
r at e- maki ng?

A |'ve been told that, yes.
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Q Do you know what that termof art neans for
rat e- maki ng purposes?

A It's the ability to know and neasure a
particular thing for the basis of rate-nmaking.

Q Do you know when sonet hing needs to be known
and measur abl e?

A | guess | don't understand the question

Q Well, if you are applying a known and
nmeasur abl e standard, is there a point in time when that

standard i s applied?

A Are you referring to the base year and test
year ?

Q Yes.

A Yes.

Q Do you know what point that standard shoul d
be applied?

A It should be applied during the test year

Q At the time of the rate filing or afterwards?

A ['"mnot sure | know the answer to that.

Q Have you revi ewed any cases to see how

different jurisdictions or regulatory agencies or
bodi es have applied the known and neasurabl e standard
with regard to any particular facilities?

A | have not.

Q You use the term"rate year" in your
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1 testi nony. Do you know what the definition of a rate
2 year is before this Commi ssion?

3 A Well, that's the test year period where you
4 will determine the rate as it goes forward.

5 Q Have you read this Comm ssion's regul ations
6 that define rate year?

7 A | have not.

8 Q Do you know whet her or not the definition of
9 rate year as it's applied by this Conmi ssion is the

10 same or different than the FERC concept of the test

11 year ?
12 A | do not.
13 Q Used and useful. Are you aware that's a term

14 of art within rate-nmaking?
15 A |'ve been told that.
16 Q Have you revi ewed any cases relative to used

17 and useful ?

18 A I have not.
19 Q Did you draft your testinony?
20 A Yes. | worked several weekends with ny

21 attor ney.

22 Q You chose these rate-making terns of art in
23 the draft that you created?

24 A Yes, with ny attorney.

25 Q Working with your attorney in a cooperative
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fashi on?

A That's correct.

Q Was the first draft of your testinony, was it
fromthe attorney's conputer or yours?

MR, HARRI GAN: Obj ection, privileged.

MR. BRENA: | don't believe it is.

MR, HARRIGAN. M. Talley is an officer of
A ynpi ¢ Pi pe Line Conpany, and counsel presumably with
whom he was working was a | awer for the Company, and
they are working on a matter relating to the rendition
of legal advice and, in fact, creating work product,
whi ch the final of which, of course, is the witness's
testi mony, but now we are tal king about drafts.

MR. BRENA: That would be correct. W are
tal king about a draft, and |I'mjust exploring how his
draft of the testinopny was developed, and | think |I'm
entitled to do that.

JUDGE WALLIS: Perhaps, M. Brena, if you
rephrased the question and were to ask whether the

Wi t ness conposed the first draft.

Q (By M. Brena) Did you conpose the first
draft?

MR, HARRI GAN. | have the sane objection;

al though, | take it fromthe Court's statenent that

it's going to be overruled, but | don't think the
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essence of the question has changed.

(Di scussion off the record.)

MR. BRENA: |'m happy to rephrase the
question if it would save tine.

Q (By M. Brena) You understand that the
testinmony that you are sponsoring is sponsored under
your oath?

A | do.

Q The testinmony that you' ve advanced to this
Conmi ssion indicates that the Bayview termnal is used
and useful as that termis used in rate-nmaking. Do
you understand that?

A | understand that, yes.

Q If you don't know and you haven't
i nvestigated what that termof art nmeans, then howis
it that you can cone before this Commi ssion and verify

under oath that the Bayview terminal is used and

useful ?

A. Based on the information | received through
my attorney.

Q If | ask the same question with regard to the

known and measurabl e standard, would you give the sane
answer ?
A I woul d.

Q Wth regard to rate year and any term of art
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relating to rate-making that's in your testinony, we
woul d go through the sane col |l oquy?

A That woul d be correct.

Q Some of the questions that have expl ored,
you' ve indicated in your responses several tines that
you are not here and have limted know edge. |Is that

fair to say with regard to Whatcom Creek causes and

event s?
A That is correct.
Q Let me ask you just a hypothetical, and let's

say the hypothetical is that there is a forner operator
who i nprudently operates the line, and then there is a
change of operators, and the new operator operates the
line perfectly. Do you believe that because the new
operator does a good job that the ratepayers should
have to suffer the consequences of the ol d operator
doi ng the bad job?

MR. HARRI GAN:  Obj ection. Lack of foundation
for the witness to answer the question which he has
al ready said is outside his area of expertise, which is
the area of rate-nmaking. Secondly, it assunes facts
not in evidence.

MR, BRENA: It was asked as a hypothetical
and this witness has used terns of art throughout, and

I'"mexploring with himwhat it is he truly means by
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having limted know edge with regard to the events
associated with what potentially nmay be inprudent
operation by the forner operator in the formof a
hypot heti cal .

JUDGE WALLIS: The witness may respond. |If
the witness does not know the answer, he may say so.

THE WTNESS: |'mnot an expert, and | don't
know whet her the ratepayers should pay or not pay. |
woul d think that the ratepayers and the Conmi ssion
woul d want to insure that they had a facility that was
going to be available to provide the services to the
public service group that woul d be dependabl e and
reliable.

Q (By M. Brena) Do you know anybody in this

hearing that's saying anything different than that?

A No.
Q So isn't that a common goal of everyone in
t he roont?
A. I woul d hope so.
Q You were asked a few questions with regard to

your understanding of Staff and Intervenors' case with
regard to Bayview and the intervenors confusing
capacity and throughput, and M. Trotter just followed
up on the sum of your testinony with regard to that.

Do you have that in mnd?
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A Yes.

Q Is it your understanding of Tesoro's case
that Tesoro has proposed a throughput nunber that
includes within it the Bayview term nal at a throughput

| evel of 35- to 40,000 barrels?

A. Per day, yes.

Q That's your understandi ng?

A Yes.

Q VWhat is the throughput nunbers that Tesoro

has proposed?

A | don't recall. | don't have it in front of
me. | believe it was 130 million per year
Q In responding to M. Trotter's questions, one

of the things that you said is that even though that
capacity was represented in the filing, in fact, their
cal cul ation of throughput on which the filing was based
is based on 120-nmillion barrels; is that correct?

A That's correct.

Q That 120-mllion barrels, according to the
testi mony you just gave, only included about 5,000
barrels for the use of Bayview, correct?

A 5 mllion per year

Q So it's your testinony that O ynpic
represented to this Commission in the Bayview filing

that its steady state normalized | evel of operations
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that it anticipated would be 121-mllion barrels on a
goi ng forward basis; correct?

A That was my interpretation, yes.

Q And you are not aware that that's the
t hroughput | evel that Tesoro has proposed that this
Conmi ssi on adopt ?

A No, it's not what |'m aware of.

Q Is it fair to say that A ynpic would have a
hard time justifying putting $24 mllion into Bayvi ew
if only current uses were permtted?

A That's correct, and that's a decision that

"Il take the blame for being at that current state.

Q That's what you answered in your deposition
isn't it?

A Yes.

Q And | quote, |'msure you would have a hard

time justifying that if that were your only intention
right after you indicated the current uses for Bayvi ew?
A That's correct.
Q You used an interesting phrase in one of your
answers, and | wote it down and the record will
reflect it I'"msure, but are you aware that after you
explored with M. Trotter all the potential future uses
of Bayvi ew and he asked you if those uses were

avail abl e today, you indicated that they were not? Do
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you renenber that?

A Not specifically.
Q Well, the phrase you used is, "once Bayvi ew
is back in service." That was the phrase that you used

in responding to M. Trotter. Do you recall using that

phrase?
A. I meant at 100 percent.
Q Is it your opinion that Bayview is in service

today consistent with its intended purpose of being
used -- let nme rephase. 1Is it your testinony before
this Comm ssion that Bayview is currently in service
for its original intended purpose?

A It is not. | am saying that Bayview is being
used -- is not being used the way it was originally
intended to and that part of the reason is of the
priorities that | have set on trying to get the system
back to 100 percent.

Q By that, you nean that you haven't brought
Bayvi ew back into |line because your focus is first to
return the line to 100 percent?

A That's exactly it. There is a bigger prize
to get the system at 100 percent in areas than to get
Bayvi ew up and running first.

Q Have you assessed what's necessary to get

Bayvi ew up and runni ng?
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A. I know what steps we have to go. There is a
process.
Q Have those steps been initiated at this

point, or are you waiting until after the 100 percent?

A. They have not, and my intent is to have
Bayvi ew up at the same time we get to 100 percent.

Q I would like to draw your attention to
1619-T, Page 3, Line 14 of your direct, restrictions on
operating pressure, that first Q and A. You were
asked, "Are there any restrictions placed on the
maxi mum al | owabl e operating pressure,” and you answered
yes and referred specifically to the restriction placed

by the Second Anendment to the Corrective Action Order

correct?

A That's correct.

Q The question you were asked is, is there any
restriction. Is it your testinony that the only

restriction, the only pressure restriction that's been
i mposed on the Aynpic systemwas pursuant to the
Second Amendnent to the Corrective Action Order?

A No.

Q The fact is that there are additiona
pressure restrictions that have been placed on this
line. Isn't that the case?

A Well, after the Whatcom Creek incident, there
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was a pressure restriction in the initial Corrective
Action Order on the Ferndale to Allen and Allen to
Renton that restricted fl ow before the pressure would
resunme operation again, but the |line has been down al
during that tinme, and the itens that were necessary to
restart those net the criteria for returning themto
normal pressure.

Q When you say "the criteria," the criteria was
that OPS allowed it, wasn't it?

A. Yes, but you had to have interna
i nspections. They had to have hydrotest, and there had
to be sone training SCADA reviews. There were severa
items that had to be net before OPS gave their
approval .

Q | understand that there was criteria, but
OPS' s approval was based fundanentally on QO ynpic
denonstrating that the line could be brought back up to
full pressure safely; correct?

A Yes.

Q Is the pressure restriction that was inmposed
by the First Amendnent, is that the only pressure
restriction that you left off when you answered this?

MR, HARRI GAN: bjection. The witness has

not testified that he left anything off. The question

here is, are there any restrictions, obviously speaking
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as of the date of this testinony, not some historical
event.

MR. BRENA: The fact of the matter is he was
asked if there were any restrictions, and those
restrictions continue to this date and were in place at
the tinme of this testinony, and this witness didn't
bring themforward to this Comm ssion. So that's
| eaving themoff to me. |If he wants to correct that
representation, he's able to.

JUDGE WALLIS: The witness may respond.

THE WTNESS: |'mnot quite sure | understand
your question. Could you repeat it?

Q (By M. Brena) Oher than the pressure
restriction inposed by the Corrective Action Order, are
there any other pressure restrictions that you failed
to bring forward in your direct testinony in response
to this question?

MR. HARRI GAN: Sane obj ection

JUDGE WALLIS: Overrul ed.

THE WTNESS: Are you referring to the
Corrective Action Order in this anendnent?

Q Yes, | am

A. The only restrictions I'maware of are the
Corrective Action Oder and the Second Amendnent in

relationship to restrictions on operating pressure.
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Q I's What com Creek in Bellinghan?
A Yes, it is.
Q At the tine of the Watcom Creek incident,

did A ynpic have the proper franchise agreenent in
pl ace to even be operating the line through the City of
Bel | i nghant

A The franchi se agreenent had expired at the
tinme of the incident.

Q How much before the tinme of the incident had
O ynpi c been operating without the proper authority in

the City of Bellinghan?

A I don't know when the franchi se agreenent
expired.
Q So at the tinme of Whatcom Creek, there was no

franchi se agreenent; correct?

A There was an expired franchi se agreenent, and
| believe it's like a contract that either party
demands that the contract continues in place.

Q Did the City of Bellinghamas part of its
negoti ati ons for a new franchi se agreenent require or
i mpose pressure restrictions after Whatcom Creek?

A They did, and those were adopted by OPS.

Q So aside fromthe Second Anendnent, there is
the Corrective Action Order itself and the pressure

restrictions by the City of Bellingham
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1 A That's correct.
2 Q As a result of not having a franchise
3 agreenent, aside fromthe pressure restriction, was
4 anot her requirement to the City of Bellinghamto
5 authorize Aynpic to continue to use its pipe that it
6 hydrot est every inch of the pipe within the City of

7 Bel | i nghant

8 A Yes, in the 10 mles that ran through the
9 Cty.
10 Q During that hydrotesting, was there a seam

11 failure in the 1970 Lone Star pipe?

12 A Yes, there was.

13 Q Was hydrostatic testing, was that a

14 requi rement of former franchi se agreenents with the
15 City of Bellinghant

16 A No, but because we needed a franchise

17 agreenent with the City and the City had safety

18 concerns, we agreed to do a hydrotest to get a

19 franchi se agreenent.

20 Q So it wasn't voluntary that you did the
21 hydrotest in the City of Bellingham You did the
22 hydrotest through the City of Bellingham because it was
23 a requirenment of the City of Bellinghamin order for
24 you to operate your line through the City; correct?

25 A I was not there, but ny understanding is we
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volunteered to do hyrdrotesting in the City to give
them the assurance that the pipeline was safe.

Q Do you think there was any realistic
possibility of that city allow ng you to reopen that
line at full operating pressure w thout hydrotesting?

MR, HARRI GAN: (Objection, calls for

specul ati on.

Q I f you know.
A I would only speculate if | answer that.
Q I would Iike to draw your attention next to

1601-T, Page 6, Lines 2 through 5. Now we are to the
rebuttal case, and where in the direct case, you said
that the only -- you were asked about any pressure
restrictions, and you brought one of three forward.
Now, in the rebuttal case, you say the reason the
entire pipeline is at 86 percent pressure.

By "entire pipeline," you are drawi ng a
di stinction between the Ofice of Pipeline Safety's
pressure restrictions on certain segnents of the |ine
earlier versus the Second Anendnent expandi ng the
pressure restriction systemw de. That's what that
word "entire" means, isn't it?

MR. HARRIGAN: | nove to anend the
argunentative and inaccurate preanble to the question.

JUDGE WALLIS: M. Brena would you rephrase
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t he question, please?
MR. BRENA: | woul d.

Q (By M. Brena) By the word "entire," you are
i ntending to distinguish between the pressure
restrictions inposed on certain segnents of the line
earlier, which you have not referred to in your
testi mony anywhere, fromthe Second Anendnent in
position of the pressure restriction over the entire
system is that correct?

A. I would Iike to explain it to you if you
woul d |ike.

Q I would like for you to answer ny question
and if your explanation answers ny question, |'m happy
to hear it.

A. Yes, | am showi ng a difference.

Q I would like to draw your attention to
Exhibit 637, and | realize in saying a 600 nunber, it's
not within yours, but I would still like to ask you
some questions about it, so if you would be provided
it, and what 637 is is a schematic of the pipeline
system and | would also like available to the witness
Exhi bit 649-C, which | believe the "C' has been waived,
which is the Corrective Action Order, which is in
evi dence.

M. Talley, just so you are aware, |'m going
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to be |l ooking at the exhibit, the schematic, and
wor king through the different pressure restrictions
and identifying what segnents and when, so you ki nd of
need to work with the Corrective Action Order and the
schemati ¢ because we are going to go back and forth.
JUDGE WALLIS: It is about tine for our
norni ng break. Wuld this be a good point, M. Brena?
MR. BRENA: This is a half-an-hour |ine of
guestions, so yes.
JUDGE WALLIS: We'Il be off the record.
(Recess.)
JUDGE WALLIS: M. Brena?

Q (By M. Brena) M. Talley, do you have your
schematic and the Corrective Action O der set out?

A Yes, | do.

Q Just so | understand, |I'm |l ooking at the
schematic, Page 2 of 3, which is Bates stanped F-12246,
which is the northern end of the pipeline, segnents 1
and 2; correct?

A Yes.

Q The next page is segnent 3, but | don't have
any questions on that. This schematic is a correct
schemati c?

A Yes, it | ooks correct.

Q If you were going to put an X, where would
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1 you put an X in this schematic with regard to where the
2 What com Creek incident occurred?

3 A North of Allen about where the arrow is at.

4 Q So that's the segnment Ferndale to Allen, the
5 16-inch line which is 37 nmiles long; correct?

6 A That's correct.

7 Q Just about where the arrow points, that's

8 about where VWhatcom Creek is.

9 A Probably on the back end of the arrow
10 Q That is within the City of Bellingham
11 A Yes, Whatcom Creek is in the City of

12 Bel | i ngham

13 Q The first pressure restriction put on O ynpic
14 was on this segnent; correct?

15 A. It was on that segment and the segnment from
16 Allen to Renton on the 16-inch.

17 Q Those were put on imediately at the tine of
18 VWhat com Cr eek.

19 A. Yes. Very typical of incident or safety

20 related condition, OPS will conme in and restrict

21 operating pressure.

22 Q So this was well before the seamfailure.
23 A Yes.
24 Q Now, why was the pressure restriction placed

25 on the Allen to Renton 16-inch |ine?
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A. Because it was the sane pipeline system as
far as Lone Star pipe and sonme of the river crossings,
and OPS, in nmy understanding, put the restriction on
until they could understand all of the causes related
to the incident in Bellingham

Q I would Iike to switch over to the Corrective
Action Order, and |I'mgoing to ask you sone questions
on Page 18 and 21 of the exhibit, which is Page 5 of
t he Second Anendnent.

MR. TROTTER: Could | have an exhibit numnber?

MR. BRENA: 1649, which is the Corrective
Action Order with two amendnents. In the first bullet
point, it points out that Ferndale to Allen and Allen
to Renton 16-inch segnents already are subject to itens
7 and 9 of the Corrective Action Order to limtations
nore restrictive than 80 percent of naxi num operating
pressure; correct?

A Correct.

Q In the second anendnent, that's the
recognition of what we just tal ked about that these two
lines were restrictive in the initial Corrective Action
Order; correct?

A That's correct.

Q The First Amendnent to the Corrective Action

Order redefined the 80 percent to lower it even
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further, correct, from maxi mum operating pressure to
the | ower of nmmxinmum operating pressure?

A I"'mnot quite sure | follow

Q VWhat did the First Amendnent to the
Corrective Action Order do?

A. It restricted the operating pressure on the
Ferndale to Allen and Allen to Renton segnents that
were not operational at the tine.

Q There is the Corrective Action Order, the
First Amendment, and the Second Amendnent; correct?

A Uh- huh.

Q The Corrective Action Order pressure
restricted the line with regard to Ferndale to Allen

and Allen to Renton, those two 16-inch lines; is that

correct?
A That's correct.
Q The First Amendnment to the Corrective Action

Order further restricted the pressure by redefining
what that 80 percent neant so that it even |owered the
pressure; correct?

A If you could point ne specifically to what
you are tal king about.

Q The First Amendnent to the Corrective Action
Order, which begins on Page 6 of 21 of the exhibit,

captioned "Amendnent to Corrective Action Oder," and
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on Page 5 of the First Amendnent, which is Page 10 of
21 of the exhibit, item7, that is the amendnment to the
original item7 and 9 which inposed the origina
restriction, and it points out that it's 80 percent of
normal operating pressure or 80 percent of the surge
pressure at the point of failure, whichever is |ower,
so they redefined the pressure restriction that they
had set forth in the original Corrective Action Order
to make it nore restrictive

A I don't know that that's nore restrictive.
It's the sane restriction.

Q Let me draw your attention to Page 8 of 21
which is Page 3 of the First Amendnent. Under the
operating pressure caption it says, "At the time the
order was issued, there was no know edge of the
pressure at which the pipeline failed on June 10th,

1999, and the pressure --

A ["msorry. 1'mnot on that page. Were are
you at?
Q Page 8 of 21, the discussion of the

anmendnent s.

A This is the First Amendnent?

Q Correct.

A What page of the First Amendnent?

Q If you take a | ook at the upper right-hand
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1 corner of the exhibit, turn to Page 8 of 21
2 A M ne has been photocopied a couple of tines,

3 so | can't make that out.

4 Q Can you see the Bates stanp nunber in the

5 | ower right-hand corner?

6 A Yes.

7 Q It's 1069211.

8 A I''mon that page.

9 Q Under the "operating pressure,” under

10 "di scussion of anendnents,"” the first bullet point

11 under "operating pressure,” it explains what it did in

12 the initial Corrective Action Order; correct?

13 A Yes.

14 Q The second sentence says, "Based on further
15 i nvestigation, this may not be sufficiently

16 restrictive. Item7 and 9 are revised to require the

17 reduced operating pressure to be based on the | ower of

18 surge pressure at the point of failure and the nornal

19 operating pressure.” Do you see that?

20 A Yes.

21 Q How do you read that |anguage, M. Talley?
22 A Well, it's still an 80 percent restriction

23 but they wanted to insure that that 80 percent was
24 i ncluded to surges and not just punp pressure.

25 Q So where it was at 80 percent of maximm
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operating pressure under the first Corrective Action
Order, in the First Amendnent to the Corrective Action
Order, they defined it as 80 percent of maxinmum
operating pressure or 80 percent of the surge pressure
at the point of failure, whichever was | ower.

A. Ri ght .

Q So they made it nore restrictive in the First

Amendnent; correct?

A VWhen you interpret it that way, yes.

Q Do you interpret it differently?

A Clarification of the 80 percent restriction
is the way | interpret it. W are talking about a

pi peline that's not running.

Q The pressure restriction obviously wasn't
i ntended to be applied to a pipeline not running, was
it?

A. No.

Q So they intended for the pressure restriction

to be applied to it when it was running; right?

A That's correct.
Q You see the | anguage, "This may not be
sufficiently restrictive.” So certainly it appears

fromthis that OPS intended for the First Amendnent to
put in a nore restrictive criteria in applying the 80

percent than it had in its initial Corrective Action
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Order. Is that fairly stated?

A | think it's in line with what OPS does in
any incident or safety-related condition is to nake
initial restrictions until they understand the details
of what happened and then the bottom five whatever
change is required on the pipeline based on the new
i nformati on.

Q But the point of the question is that they
put one restriction in the Corrective Action Order, and
then the First Anendnent they nmade it nobre restrictive
by including 80 percent of surge pressure, whichever is
| ower .

MR. HARRI GAN: Surge pressure at the point of
failure. | object unless the question quotes the
docunent correctly.

MR, BRENA: | accept the nodification.

Q (By M. Brena) Were you aware of this change
before just tal king about it with ne?

A. I was aware of the 80 percent restriction

that included service, yes.

Q But you weren't aware of when that was
i nposed?

A No. | wasn't here then.

Q But you are putting on quite a bit of

testinmony that's not during the period you were here,



4110

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

aren't you?

A Yes. |'mgenerally responding to the
Corrective Action Order; that's correct.

Q Were you or were you not aware that the First
Amendment added the surge pressure restriction to the
initial Corrective Action Order?

A In my opinion, it refined the origina
restriction on the pipeline. It was not a different
restriction. Again, in my experience, OPS typically
does that. That's the way it typically works. Wat
happened, we don't know, restrictive pressure of the
pi pel i ne when we get new information or facts regarding
what happened to the pipeline when we redefine that.

Q And | appreciate that, but ny question was,
were you aware of this change in the 80 percent between
the Corrective Action Order and the First Anendnent
that we just tal ked through?

A I think I said no, | assumed and understand
that to be just a redefinition of the origina
restriction.

Q I would Iike to go back to Page 18 of 21, and
because your copy may not be clear, it's in the | ower
ri ght-hand corner, the Bates stanp nunber is
OPL-1069221.

A ' mthere.
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Q Now, we tal ked through the first bullet point
at the top of the page, and | would like to go to the
second bullet point, the Allen to Renton 20-inch
segnment and the Renton to Portland 14-inch segment, and
let nme just stop there and go back to the schematic,
and when | | ook at the schematic, essentially we are
tal king about the 20-inch line fromAllen to Renton,
and then we are tal king about from Renton to Portl and
is a 14-inch line, and we are tal ki ng about those two
remai ning mai n sections; correct?

A Yes.

Q It says, "Following the test failure, OPS
recommended that the operating pressure on the 14-inch
line be reduced to 80 percent of maxi mum operating
pressure,” and to go back, so they recommended a
restriction on the Renton to Portland 14-inch |ine of

80 percent as a result of the seamfailure; correct?

A That's correct.
Q It says, "Respondent has indicated that it
has voluntarily done so." Do you know when the Renton

to Portland 14-inch began to be operated at a pressure
| ess than 100 percent?

A | do not.

Q Do you know that it was operated at |ess than

100 percent prior to the seamfailure?
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A | do not.

Q You don't know when the restriction was
pl aced, when operationally?

A Are you tal king about when O ynpic

voluntarily reduced the pressure to 80 percent?

Q Correct.
A | do not know.
Q It says the remminder of the lines are

currently operated at | ess than 80 percent of maximum
operating pressure, and by "the remainder,” |I'm
assuming that it means the Allen to Renton 20-inch line

and the related |ines; correct?

A They would be referring to laterals; that's
correct.

Q So it says, "ltem 19 nakes this reduced
operating pressure nmandatory." So what OPS i s saying

here in ny reading of this, and if you know, is that
this line had been operating at 80 percent prior to the

seam failure, and the Second Amendnent made that a

mandatory requirenent. |s that your understanding or
not ?

A That's what |'mreading here, yes.

Q Now, goi ng back to the schematic, is it

practical to operate this line with the 16-inch Iine

fromFerndale to Allen at 80 percent pressure and then
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fromAllen to Renton, that 16-inch |ine at 80 percent
pressure, and then all the rest of the line at 100
percent pressure?

A Say that again.

Q Is it practical to operate, and I' mthi nking
about the initial pressure restrictions after Whatcom
Creek, on Ferndale to Allen the 16-inch line and Allen
to Renton that 16-inch line, they were pressure

restricted as a result of Whatcom Creek; correct?

A. That's what you just said.

Q Do you agree with that?

A According to the Corrective Action O der,
yes.

Q Is it practical to operate the whole rest of

the system at 100 percent if those two nmjor segnents
are operating at 80 percent?

A I would assune, and again, | wasn't here,
that if you are not certain what the causes of the
accident that you may want to take those sane
precautions until you understand the holes in the rest
of your system

Q So the prudent thing to do would be to take
it all down to 80 percent until you get it straightened
out .

A Until you understand it.
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Q Do you know if that's what O ynpic did?
A | wasn't here, sir
Q Now, just |ooking at this, and I'm not an

engi neer so | apol ogize for this whole Iine of
questions to follow, but if I look at this -- you got
two 16-inch |ines going into Renton; correct?

A That's correct.

Q So all the product fromall four refineries
cones in on two 16-inch lines; correct?

A Yes.

Q Com ng out, you have two 16-inch |ines and
one 20-inch |ine.

A Correct.

Q So setting aside --

MR. HARRI GAN: Counsel, excuse ne, but |
think you said you have two 16-inch lines comng into
Renton. Do you nean Allen?

MR. BRENA: | meant Allen, yes.

Q (By M. Brena) Com ng out of Allen, you have
two 16-inch Iines and one 20-inch line; correct?

A That's correct.

Q Let's forget about the one lateral 16-inch
line for Fredonia. For the purposes of ny questions,
forget about that 16-inch |ine going out, okay? |If you

have a pressure restriction on the 16-inch |ine going
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in, and you got a pressure restriction on the 16-inch
line going out, the capacity and throughput on those
two |lines would be equivalent; right?

A Not necessarily.

Q An 80 percent 16-inch line going in wouldn't
have the sane throughput as an 80 percent 16-inch Iine
goi ng out of Allen?

A It depends on if it's the same pipe, the
el evations, the horsepower. There are |lots of
different things that could nake a difference between
the two 16-inch lines. Dianeter-wi se, they are alike.
El evati on-w se, horsepower-w se, they could be much
different.

Q What's the case with these two lines? 1Is the
t hroughput capacity of the 16-inch line going in that
was pressure restricted greater, less than, or equal to
the pressure restriction of the 16-inch line going out
of Allen?

A | don't know

Q Let's assunme they are the same since we don't

know i f they are different, okay?

A Okay.
Q Al that |eaves is a 16-inch line coming in
and a 20-inch line going out. It nakes sense, doesn't

it, that that 20-inch line can't be operating at ful
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pressure even if you wanted it to be when it's only
being fed by a 16-inch |ine?

A | agree with that.

Q So the 20-inch Iine was operationally
pressure restricted as a result of the restrictions on
the Ferndale to Allen 16-inch Iine and the Allen to
Renton 16-inch line. Operationally, that 20-inch |ine,

for all practical purposes, was pressure restricted

based on the other pressure restrictions. |s that
right?

A ["mnot sure | followed that.

Q Don't feel bad. | don't think you are al one.

I'"'mnot sure | followed it.

A. I mght be able to help you here a little
bit. | think | know where you are going.
Q All I"'mtrying to say is, there isn't any

practical way to run that 20-inch line at ful

pressure, regardless of the safety, issues because you
don't have enough product to feed it if you' ve got one
pressure restriction 16 and one other 16 coming in, and
you got a 20 and a pressure restricted 16 com ng out.
In effect, you' ve got the volunme froma 16 coming in
and you've got the volume froma 20 conming out; right?

A I think you stated very clearly the sane

reason why getting up to 100 percent would be the sane
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1 case if we can get certain segnments up to 100 percent.

2 As long as we are feeding the lines at 80 percent, we

3 wel | be operating at 80 percent. | think you stated
4 that clearly, and I'Il go along with it.
5 Q So practically speaking, the system goes up

6 t oget her and cones down together

7 A Ri ght .

8 MR. BRENA: May | have a noment? No further
9 guesti ons.

10 JUDGE WALLIS: M. Finklea?

11 MR. FI NKLEA: Yes, Your Honor. | do

12 apol ogi ze, but | do have a cross-exani nation exhibit
13 that | only got this nmorning, so | will distribute it
14 at this time. | thought given the time estinmates that
15 that woul d happen after the |unch break.

16 JUDGE WALLIS: M. Finklea, is this sonething

17 that you are going to begin exam ning about

18 i medi atel y?

19 MR, FINKLEA: Yes. M exam nation is only

20 focused on -- this is a response to a data request, and
21 it's all Aynpic docunents, but yes, mnmy exam nation

22 wi Il focus on these docunents.
23 JUDGE WALLIS: Do the Conpany and the Wtness
24 need tine to review this before the questions begin?

25 MR. HARRI GAN. We do, Your Honor, and
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wonder when this was identified as being a
cross-exam nation exhibit for this w tness?

MR. FINKLEA: We were only able to secure
this this norning, and | had ny | egal assistant drive
it up just this norning. It's only been in the room
for the last 45 m nutes.

JUDGE WALLI'S: When did the Conpany provide
the information?

MR. FINKLEA: This was provided as a response
to a FERC data request, and | believe the request was
made to the Conpany back in January, and the response
cane to Tosco on the 14th of March. |It's an FERC staff
request. Tosco, as well as the other parties, were
provi ded the response, | believe, on the 14th of March

MR, HARRI GAN: We woul d object to the use of
the exhi bit period, Your Honor, because of the untinely
provision or notice that it was going to be used,
arriving as it does toward the end of the
cross-exani nation of the witness who presumably is
going to be finished today.

MR. FI NKLEA: Your Honor, these are al
A ynpi ¢ docunents. | believe that the witness will be
famliar with these documents. These are all docunents
that were provided either to this Commission or to

others at the tine that Bayvi ew was bei ng proposed for
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inclusion in the Conpany's rates. So | don't think
there will be any surprise here. There are no
docunents here that are not fanmliar to the Conpany.

MR. HARRI GAN:  Your Honor, the issue here
really is anong the thousands of pages of paper that
have been provided to various regulatory bodies to be
given a series of docunents that we haven't even had a
chance to | ook at enough to know what they are is not
conducive to the orderly presentation of the evidence
in this case, and apparently, there is no apparent
reason for the del ay.

JUDGE WALLI'S: The docunents that have just
been distributed appear to be untinely. Tosco has had
these since March. They've had the witness's rebutta
testinmony for sone time now, and presenting these
docunents at this tine renders it difficult for the
parties to understand and deal with the docunents.

If something comes up on cross-exam nation
today that nmmy be inconsistent with these docunents, it
m ght be possible to refer to themin inpeachnent of
the witness, but in ternms of a docunent for
cross-exam nation, the Conmission is reluctant to allow
the use on this short notice.

MR. FI NKLEA: Your Honor, in the alternative

then, what | will do today is identify these as
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potential cross-exam nation exhibits for Wtness Fox
and pursue this line of questioning with M. Fox next
week. | think that will give Oynpic plenty of tine to
review the docunents, and we will identify them now as
W t ness Fox cross-exam nation exhibits.

JUDGE WALLIS: We will so identify them but

will not foreclose further discussion about their use.
MR. FINKLEA: | understand. 1In |ight of your
ruling, | have no questions.

JUDGE WALLIS: Questions fromthe Bench?

CROSS- EXAM NATI ON

BY CHAI RWOMAN SHOWALTER

Q M. Talley, | think | have a couple of
foll owup questions. Beginning with the Bayview issue,
I want to understand your position. Is it your
position that all of the costs for Bayview should be
included in rate base even though Bayview is not being
used for all of the purposes or perhaps even the
pri mary purpose for which it was constructed?

A VWhat | would really like to represent is that
Bayview will be a useful facility and that | have made
a decision based on priorities, and |I'm | ooking at

capacity for the whole system |'ml ooking at
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t hroughput for the whole system and what | see is a

bi gger prize to getting the whole systemto 100 percent
than getting Bayvi ew operational. That m ght have sone
effect on its ability to be in the rate base, but it
has sonme use as it's currently being used, even though
it's not what it was originally intended for

Q But are you proposing that only the value or
the pro rata share, sonme proportion of the costs should
be put into rate base because Bayview was not fully
bei ng used for everything for which it was built, or
are you proposing that all of the costs of Bayview be
included in rates?

A I would like to see all of the costs be
included. | think it will help us to conplete our
capital projects and safety inprovenents.

Q "Il use an anal ogy. Sonetines anal ogies are
not fair, and I'mvery aware of that. |If you were
constructing a house and garage for someone to rent,
and the garage was ready but the house was not, would
you think it was fair to charge the tenant for all the
house and the garage?

A Strictly on that anal ogy, no.

Q Suppose you said, "The reason your house
isn't finished is |I've got nore inportant things to do.

I've got a whole apartment building full of people that
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are honeless. |'ve got good reasons for not doi ng what
| want to do."

Woul d that justify charging rent for both the
house and the garage to the tenant who wanted to use
it?

A. I think the problemis | see the pipeline
getting to 100 that big prize and Bayvi ew as the snal
prize and that the honeowner or the ratepayer would
want me to go after the big prize first, and there is
nore throughput, nore volunes for them avail abl e by

going after that prize first.

Q I'"'mvery aware that sonetines anal ogi es break
down. I'mdoing it in order to sinplify or have an
image. |If you are going after the big prize first, as

you say, wouldn't those costs that are used and usefu
be appropriate to include but not costs for sonething
that isn't being used for its purpose or one of its
Maj or purposes?

A. I think that's sonething that the Comm ssion
has to decide. | personally would like to see it
i ncl uded because | think it helps us not only to get to
100 but hel ps us get the safety inprovenments that |
think not only the Comm ssion but the shippers want to
see in the systemand the reliability. It's a matter

of focus and what's inportant, and | think we have to
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1 have that noney in order to conplete those projects.

2 So ny position would be to see it included.

3 Q If | were the bank | oaning you noney for your

4 house and apartnent and your garage, and you said to

5 me, "Look, | really need to go ahead with this

6 apartnent; so therefore, | want you to give ne the

7 nmoney for the house, even though |I'm not going to build

8 t he house right now. " Would that be appropriate?

9 A | agree that it seens inappropriate to ask
10 for that, but |I also know that from my perspective of
11 trying to get the systemup to 100 percent and get
12 Bayvi ew operational, it takes nobney to do that, and
13 we' ve got to have the funds to be able to conplete
14 t hose projects.

15 Q But as part of the npney going to what you

16 m ght call sunk cost. | take it O ynpic has expended
17 some noney for Bayview and wants to be able to cover

18 that cost, and | think your viewis you need to cover
19 that cost before you can get to the next cost.

20 A Ri ght .

21 Q But isn't it a regulatory issue, whether it's
22 froma ratepayer's point of view, it's appropriate for
23 themto pay for those sunk costs before the product of
24 those costs is available to then®

25 A A difficult question for ne to answer. Only
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that sometines the focus is that Bayview is only about
tanks, and | wanted to offer up that Bayview is a |ot
nore than tanks, and even though it is not fully used
as it was intended, it is being used, and the systemis
trying to be devel oped to 100 percent to give the

rat epayers what else they want, which is nore

t hroughput in the system

Q On Page 5 of your testinony, the rebutta
testinmony -- this is Exhibit 1601. |'m | ooking at
Lines 14 through 16 -- you say, "If the Conmi ssion
adopts the recommendati ons of Staff and |Intervenors,
AQynpic will not be able to undertake or conplete the
capital projects listed in your Exhibit 13-C "

This is probably the nost definitive
statenment | have heard thus far fromthe w tnesses that
certain things will not occur unless -- well, | guess
they will not occur if the Conmm ssion adopts the
recommendati ons of Staff or Intervenors. Do you stand
by that statenent?

A I have been told by Larry Peck and Bob Batch
that if we don't have funds that we have to | ook at
conpl eti ng our projects based upon the amunt of
revenue that we bring in. The timetable that | have
proposed to get us to 100 percent requires $66.3

mllion over the next two-and-a-half years. |f we
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don't have that noney, then | can't conplete the

proj ects,

and what |'ve done in 13-C is characterize

those projects into three cases. One is --

Q

answer .

I think you are going further than the

Let's stick with the noney that you need to

carry on the projects. Wat was the figure you gave

me?

A. 66.3 million

Q Is it your assunption that the only way to
get the 66.3 mllion is through rate revenue?

A No. | think we need rate revenue to attract

capital investnment in Aynpic so we can do those

proj ects.
Q Are you asserting that if the rate is as
either Staff or Intervenors reconmend, you will not be

able to attract capital ?

> o >

Q

That's what |'ve been told.
By whont?
Howar d Fox.

You are not saying it's likely that you won't

be able to attract capital or the parents may not

i nfuse any equity into the Company? You are saying

flat out that Oynpic will not have the funds to go

forward with these projects?

A

What |'msaying is if there are no infusions
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of cash fromthe parents and we can't attract |oans, we
won't be able to do these projects.

Q But do you recogni ze that sentence you j ust
uttered is different than the sentence in your
testi nony? The testinony says, "If the Comm ssion
adopts the recommendati ons of Staff and |ntervenors,
AQynpic will not be able to undertake or conplete the
capital projects.”

A Yes. Because those reconmmendations won't
support us to get the type of tariff revenue that we
need to attract that capital investnent.

Q What | believe you have to be inplying is
that if the Conm ssion adopts the recomendati ons of
Staff and Intervenors, Aynpic will not be able to
borrow or obtain equity fromthe parents, period. |Is
t hat what you were saying?

A That's what |'m saying based on ny
under st andi ng of discussions with Larry Peck and Howard
Fox.

Q So have you been told that if the Comm ssion

adopts the recommendati ons of Staff and |Intervenors,

t he Conpany will not get nore noney for projects?
A. No. | haven't been told that specifically.
I have been told that | will have to do projects based

on the revenue that O ynpic has available to it, and
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based on what Intervenors and Staff are recomendi ng,
Howard Fox tells ne that we won't have the revenue

avail able to us.

Q | believe in a question by M. Trotter
regardi ng throughput adjustnments -- this was with
respect to your testinony on Page 4, Line 4 -- you said

you were not involved in putting together the origina

nunbers. That was your answer.

A Correct.
Q My question to you is, who was?
A | believe it was Cindy Hammer and Bernadette

Zabr anski and REG

Q I have been asking each witness who in the
Conpany or consulting with the Conpany is know edgeabl e
about regulatory matters and has made judgnents about
what anounts to ask for, so |'mgoing to ask you the
same questi on.

A My understanding is that would be Bernadette

Zabr anski, head of our tariff group in Chicago.

Q Is she a witness in this case?
A I do not believe so.
Q Am | correct that she is not one of the BP

enpl oyees under contract to O ynpic?
A She woul d show up in the nmanagenent.

Q | asked M. Batch a question earlier with
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respect to an organi zati on chart that showed a
regul atory box for O ynpic, and the chart showed that
it was vacant.

A Ri ght .

Q Have you nmade any attenpts to hire a
regul atory person who would foll ow regulatory nmatters
within the State of Wshi ngton?

A That position was not intended to be sonmeone
to be involved in rate-making. That position was
i ntended to be nore for soneone that would maintain
rel ati onshi ps with organi zations |ike WJTC, Pipeline
Safety Group, Ofice Pipeline Safety, Departnent of
Ecol ogy, and that box becane vacant, and Jim C ark, our
health, safety, and environmental nanager, has been the
one nmintaining those rel ationshi ps.

Q So for rate-making purposes, price
regul ation, am| correct that Ms. Zabranski is the main
person to meke judgenents about what should or
shoul dn't be requested in rates?

A Yes.

CHAl RMOVAN SHOWALTER: Thank you. | have no

further questions.

CROSS- EXAM NATI ON
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BY COMM SSI ONER HEMSTAD:

Q | just wanted to pursue a bit further the
testinmony that the Chair just did. | had the sane
reaction on Page 5, Line 14 that declared a statenent
there that Oynpic will not be able to undertake or
conplete the capital projects listed in Exhibit, and
believe it's 1603-C.

In your earlier testinony, you discuss and
use the phrase "used and useful” with regard to the
Bayvi ew term nal as an asset in place and operational
Is it your view that the $66 nmillion of anticipated

capital investnment is used and useful now?

A I'"msorry, Comnm ssioner. The 66 nmillion?
Q For additional capital investnent over the
next three years. | take it you are not suggesting

that's used and useful as up to the present tine.

A. No.
Q Let's take a couple of exanples. Let's
assune that instead of the cost being $66 mllion, you

get your efficiencies or bids or determination that
some of the these investnents aren't needed. | say
that essentially as a hypothetical, and the cost only
cones to $30 mllion, but if this Conmi ssion has
granted you the rates that you are requesting, what is

your view as to how we should deal with the fact that
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your rates have been determined at a level that's nore
than you need?

A | believe as far as the rate is concerned,
there was a conment | made here about the possible
settlenment on automati c adjustnents that was proposed
in one of the settlenent discussions and that |
supported that because | think it solves a |ot of the
probl enms that the parties had about throughput and
about down time and things |like that that could be
periodical ly adjusted, because a | ot of our businesses
are not driven by us. |It's driven by the shippers.

So to the extent that we can forecast what
they will do and it dictates what we are able to do as
far as revenues and historical volunes show that an
autommti ¢ adj ustnent would be a mechani sm of truing
t hat up.

Q Do you understand that at |east the norma
rat e- maki ng procedures that have been used here woul d
require the Conpany to incur its capital cost and then
cone back to the Commi ssion for review of those costs
and the assunption that they are prudently incurred
than to incorporate that into rates on a going-forward
basi s.

A ' m not suggesting that tariff revenue has to

pay for the $66 million in projects. |'m suggesting
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that there has to be sufficient for us to track the
investment that's required to conplete those projects.

Q | understand the distinction you are making,
but still in any event, do you understand that at |east
the historical way this Conm ssion has dealt with
capital costs that the utility incurs the cost and then
conmes back to the Conmission for their approval and
their addition to the rate base?

A Yes, | understand that.

COW SSI ONER HEMSTAD: That's all | have

CROSS- EXAM NATI ON
BY COMM SSI ONER OSHI E:

Q I want to followup on a question that was
asked by Conmi ssioner Henstad, and that has to do with
the incentive to attract capital assunming that for this
gquestion that it's fromthe parents of O ynmpic Pipe
Li ne.

You' ve asked for what | understand is
approximately a 59.2 percent rate increase. |Is it your
testimony that unless you receive 59.2 percent rate
increase fromthis Comm ssion that there will be no
incentive of the parents to invest capital in Oynpic

Pi pe Line?
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A. That's not ny testinony, and | would refer
you to Larry Peck's testinony because | wouldn't be
involved in that decision. M role is nmore of | know
where the projects are. | know what it costs for ne to
do them and if | don't have the revenue to do them
then I have to act accordingly, and | would rely on
Larry Peck and Howard Fox to maeke those decisions and
recommendati ons.

Q Your testinmony then is that based on what
you' ve been told by either M. Peck or M. Fox that the
revenues won't be there for your capital projects
unl ess you receive the rate increase that A ynpic Pipe

Li ne has requested?

A. Rate increase sufficient to attract capita
i nvest ment .

Q And you don't know what that nmi ght be then?

A. | do not.

COWM SSI ONER OSHI E:  No nore questions.
JUDGE WALLIS: Let's be in recess now unti

1: 30.

(Lunch recess taken at 12:05 p.m)
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1 AFTERNOON SESSI ON

2 (1:35 p.m)

3

4 JUDGE WALLIS: Back on the record follow ng

5 our noon recess. M. Brena, you have an exhibit that
6 you would like to offer; is that correct?
7 MR. BRENA: That's correct, Your Honor. |

8 woul d nove that 637 be noved into evidence.

9 JUDGE WALLIS: Any objection?
10 MR, HARRI GAN: No obj ection.
11 JUDGE WALLI'S: Let the record show that there
12 is no objection and 637 is received. M. Brena, you

13 had some foll ow up questions?

14 MR. BRENA: | did.

15

16

17 FURTHER CROSS- EXAM NATI ON

18 BY MR BRENA:

19 Q M. Talley, you were asked quite a series of
20 guestions with regard to whether or not O ynpic would
21 or would not be able to do certain capital inprovenents
22 in the future based on |l evels of revenue by the

23 Commi ssi oners. Do you have those in mnd?

24 A I think so.

25 Q You are not here as a finance person for
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Adynpic, are you?

A I am not.

Q You are not here to express an opinion with
regard to whether or not or under what circunstances
A ynpic can or cannot raise funds fromeither equity or
external sources.

A "Il leave that to M. Fox.

Q So in your responses if soneone were to read
your testinmony with regard to those statements, you
were asked to assume that for the purposes of your
anal ysis that there would be no revenue from any source
except for rates; correct?

A That's correct.

Q So the coments in your testinony relate to
that assunption that you were asked to nake and not
your judgment on whether that assunption is true or
fal se?

MR. HARRI GAN: | object to the formof the
guestion unl ess counsel specifies the specific question
he is relating to, not referring generally to the
W tness's testinony.

JUDGE WALLIS: | think in context, the
meani ng of the question appears clear to ne. |If
Wi t ness has any concerns about its nmean, the w tness

may ask.
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THE W TNESS: Coul d you repeat the question
agai n, please?

Q (By M. Brena) The conments in your
testi mony should properly be read as your analysis
based on that assunption, and by "that assunption,”
mean the assunption that there would be no revenue
except for a revenue fromrates; correct?

A That's what I'mreferring to.

Q You are not intending to offer any testinony
with regard to the |ikelihood or |ack of likelihood of
that assunption. That's an assunption you were given;
correct?

A Yes. M coments are based strictly on
comrents by M. Peck and M. Howard.

Q If there is any confusion at all about first
we have M. Peck's testinony in the record, and he's
the person we should look to to determ ne the accuracy
or inaccuracy or reliability of the assunptions that
you were given for the purposes of your testinony;
correct?

A Yes.

MR. BRENA: | have nothing further

JUDCGE WALLIS: M. Finklea?
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CROSS- EXAM NATI ON
BY MR. FI NKLEA:

Q Good afternoon, M. Talley. Just a couple of
gquestions as a followup. At the time you prepared
your testinmony, did you assunme that O ynpic would
collect the revenue that it was collecting for its

interstate service pursuant to the FERC interimtariff

i ncrease?
A In what regard?
Q In two regards. One that you would continue

collecting the interimrevenue, and then second, that
it would not be the subject of a significant refund.

A I think when | put ny testinony together, it
was in regards of what would be required for us to be
able to attract the capital investnment to do our safety
capital projects and to explain ny thoughts on the
di fference between throughput and capacity as it was
defined by Staff and Intervenors in making their test
years.

Q When you were focused on the revenue side,
what |evel of revenue fromyour interstate service were
you assunming O ympic would collect?

A. Well, we filed for the 62-and-a-half percent,
and hoping to collect that, | have no figure in nnd.

Q Am | correct that approxinmately two-thirds of
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1 your revenues are received frominterstate as opposed
2 to intrastate service?
3 A | believe that's correct.
4 Q Now, you were asked several questions by
5 Commi ssi oners about the throughput issue, and you
6 nmentioned i n di scussions about an automatic adj ustnent
7 provision. Are you famliar with the surcharge
8 mechani sm that was proposed by Dr. Means on behal f of
9 Tosco?
10 A. | recall reading it.
11 Q Am | correct that it does provide a |l evel of
12 adj ustnent in revenue to account for the uncertainty
13 regardi ng throughput?
14 A. " mnot 100 percent clear on it, but I
15 believe it does.
16 Q Does it address sonme of your concern about
17 revenues given the uncertainties about the Conpany's
18 t hr oughput ?
19 A. My position is sinply to state that | believe
20 that mechani sm whether it's a surcharge or another
21 adj ust rent nechanism is a way to address concerns
22 about throughput in this system
23 Q You consider that a positive way of
24 addressi ng the concern?

25 A Well, we are going to be at 80 percent, as
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I'"ve said in ny testinony, closer to 2004, and there
has to be a nmechanismto insure the ratepayers that we
are collecting rates at a revenue based on a throughput
that's measurable for that we are not getting a
windfall, and | think if that's the concern, then this
mechani sm hel ps address that.

MR. FINKLEA: | have nothing further

JUDGE WALLI'S: Redirect?

REDI RECT EXAM NATI ON
BY MR, HARRI GAN:

Q Foll owi ng up on sonme of the questions by
Commi ssi oner Showal t er regardi ng whet her Bayvi ew shoul d
be included in the rate base. Does the proposal by the
Staff about which you testified in your rebutta
testimony include a factor for the projected throughput
i ncrease arising fromthe inplementati on of Bayview?

A Yes.

Q Does the approach by Tesoro about which you
testified in your rebuttal include both a factor for
t he t hroughput increase from Bayvi ew and the assunption
of 100 percent maxi mum al | owabl e operating pressure?

A Yes.

MR, BRENA: Objection, and | would nove to
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strike that. | specifically probed this witness's
under st andi ng of Tesoro's proposal, and he indicated he
had no understandi ng of what Tesoro's throughput nunber
was or whether it was included or not. Now after |unch
he does and has testified to that.

MR, HARRI GAN: The witness's prior testinony
was that he did not recall that the number that Tesoro
came up with for the barrels per year was approxi nately
the sanme. That is 121 million as Aynpic's nunber. He
was not asked whether he had any understandi ng of the
factors that were or were not used by Tesoro in
arriving at that number, and that is what this
addresses; nanely, that the factors used, which are
part of his testinony at Pages 20 and 21 of his
rebuttal testinony, include Bayview.

JUDGE WALLIS: My confort Ievel,

M. Harrigan, would be raised a bit, | believe, if you
were to parse that out and to ask your questions in a
formthat were nore appropriate to direct. |If you take
those step by step, it may be perm ssible for you to do
t hat .

MR. HARRI GAN:  Thank you.

Q (By M. Harrigan) Wth regard to the Tesoro
approach to the rate calculation, what, if any, role

does Bayvi ew pl ay?
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A. They use the defined capacity and they al so
use at 100 percent.
Q When you say that, the defined capacity, what

do you nean?

A. The 35- to 40,000 barrels a day and not the
5-million barrels per year

Q The 35, 000-barrel -per-day figure cones from
wher e?

A | believe it canme froma presentati on about

capacity to this Comm ssion.

Q Made in 1998?
A That's correct.
Q What does that sanme subm ssion indicate the

t hr oughput effect of Bayview woul d be?

A. 121 mllion, about 5-mllion barrels per
year.

Q The 121 million includes 5-mllion barrels
per year. What's the basis for your saying that?

A. That's 100 percent, which is the 116 mllion
that the systemdid prior to Bayview and the 5-nmillion
barrel s per year of throughput that would be increased
by the use of Bayview.

Q Since you have now said the Staff approach
and the Tesoro approach include a throughput factor for

Bayvi ew, what is the effect of that information upon
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your view as to whether the costs to create Bayview
shoul d be included in the rate base if either of those
approaches shoul d be adopted?

A If you are going to use those approaches, you
shoul d i nclude the cost.

Q Now, O ynpic inits -- at least prior to this
heari ng beginning, | believe it's correct that O ynpic
had some di scussions about the potential use of the
tracking nethod, and in your view, is that an
appropriate method to use to neasure the actual effects
of various changes on throughput?

A I"msorry. Wuld you repeat that agai n?

Q Are you of the view that the use of some form
of tracking mechanismthat relates throughput to rates
is appropriate?

A | do.

Q If one uses a tracking nechanismand if, in
fact, Bayview does produce an increase in throughput,
what is your view with regard to whether that neans
Bayvi ew shoul d be included in the rate base?

MR. BRENA: bj ection, scope.
JUDGE WALLIS: The witness may respond.
THE WTNESS: It shoul d.

Q (By M. Harrigan) Wy?

A Because it's providing the benefits that it
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was designed for.

Q Coul d Bayvi ew be used for its origina
purpose with sone positive effect on throughput even
though the line is currently operating at only 80
percent ?

A. It could. | have made it a priority to get
the line to 100 percent and get Bayview up to 100
percent at the sane tinme the line is there. | fee
there is a bigger prize in throughput getting the |ine
to 100 percent first several nonths earlier

Q What is the limting factor that prevents you
fromworking on getting to 100 percent currently and
al so currently getting Bayview up and runni ng?

A. Mainly resources. W are already working our
staff to the max and we don't have any additiona
resources. So it's a matter of either working on
Bayvi ew or working on getting a line to 100 percent.

Q VWhat generally are the things that you need
to do to get Bayview operating if you were to start on
it tonorrow, for exanple?

A It would require a hazardous operations
review. The findings fromthat review would then
determ ne what nodifications would be required. If
they were mnor, that could be done in as little as two

to three nonths. |If they were major, it would require
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a budgeting and pl anni ng and project process.

Q Is the reason that Bayview is not operating
t oday because of the Whatcom Creek acci dent?

A Bayvi ew i s not operating today because we are
addressi ng the ERW probl ens that we would have to

address in the high consequences area of ruling.

Q I s that happeni ng because of Watcom Creek?
A. No.
Q What does the Tesoro approach to the rate

base assune with regard to the |l evel at which the Iine

is operating; that is, whether it's 80 or 100 percent?

A | believe it assunes that the line is at 100
percent.
Q What is necessary in the way of funding to

get the line to 100 percent so that assunption would be
realized?

MR. BRENA: Cbjection. He's being asked a
series of questions unrelated to cross-exam nation
This whole thing of that he's feeding in to what needs
to be done in order to get to 100 percent, nobody has
asked himthat.

MR. HARRIGAN: If | may explain the
rel evance, Your Honor. The relevance is to the issue
that was raised, | believe, by Comn ssioner Henstad

with regard to the sequencing; that is, whether you
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base the rate on things or whether you base the rate on
i nvestments that have already been nmde, and the
purpose of this question is related to the fact that
you cannot assune the results of the investnment in the
rate base without assuming the investnent in the rate
base.

JUDGE WALLIS: It appears that the topic is
beyond the scope of the expertise that the witness
i ndi cated he had, and consequently, we will sustain the
obj ection.

MR, HARRI GAN: | accept that ruling, Your
Honor. | respectfully would differ, however, that the
Wi t ness can shed sone |ight on the relationship between
fundi ng and the assunption contained in the Tesoro rate
proposal of 100 percent maxi mum operating pressure
because he knows about what work can be done for how
much noney.

JUDGE WALLIS: Thank, you, M. Harrigan.

Q (By M. Harrigan) You were asked sone

guesti ons about whether you actually believed at the
time of your deposition that Bayview provi ded pressure
relief. Wuld you please explain what the facts are
with regard to whet her Bayvi ew provi des pressure
relief, and if so, how?

A Bayvi ew when it was first built was connected
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to protect the Ferndale to Allen 16-inch from

over pressure protection. That segnent was the first
segnment of the line that was put into service and has
been in service since day one and continues to be
today. It runs piping in through the existing

mani fol d, and that pressure relieves into Tank 209.

Q Wt hout Bayview, is there a tank avail abl e
for that product to go into in case of the need for a
pressure relief discharge?

A There is not.

Q G ven the fact that O ynpic's throughput
calculation that you've already explained includes
approximately 5-mllion barrels attributable to Bayview
based on the 1998 filing, do you believe that it was a
prudent investnment to put $24 nillion or so into
Bayvi ew t o achi eve that?

A | believe that 5-million barrels justifies
t he revenue.

Q You were asked sone questions about the
di fference between A ynpic's original throughput
projection of 105 million and its revised projection of
103 mllion, one being based on one nonth tinmes 12 and
the other on 10 nonths. How close was the origina
projection given that it was a projection?

A It was an original projection of 290 a day
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versus 282, which was 105 versus 103. It's about two
percent different. |It's pretty close.
Q What is your view as to which of the two

reasonably cl ose approximtions is the nore reliable?

A The 282, the actual vol unes.

Q Di d Bayvi ew nake any contribution, in fact,
to the timng of the restoration of the 16-inch |ine at
operations after the Whatcom Creek event?

A It actually expedited it. Again, hydrotest
the water was required, and w thout having sonewhere to
put that water or store it in order to do the testing
woul d have taken much | onger.

Q You were asked a question or two about how
A ynpic hydrotested before it had Bayview, if, in fact,
it really needs Bayview in order to store the water
Do you have any understanding that O ynpic did any
hydrot esti ng except at original construction?

A None that |I'm aware of, and during origina
construction, you would not have probably needed a tank
because you woul d not have had fuel contamination in a
brand- new pi pel i ne.

Q You were asked whether, in fact, Bayview
woul d have or did serve as a pressure relieving
facility at the tine of the Whatcom Creek acci dent.

What information do you have with regard to the
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1 pressure conditions in the line at that time?
2 A Well, several things as far as how the relief
3 system works. There is a relief valve that protects
4 t he pipeline whenever it sees a surge, and that
5 relieves into the tank at Bayview. Is that what you
6 are referring to?
7 Q Yes. As a consequence of whatever did happen
8 with respect to relief being provided at Bayvi ew or
9 anywhere el se, what information do you have as to
10 whet her the pressure in the |line exceeded the maxi num
11 al l owabl e operating pressure at the tinme of the
12 acci dent ?
13 A There was a surge study done by Stoner which
14 i ndi cated that the surge pressure did not exceed the
15 MAOP of the Iine.
16 Q Is that including at the |ocation of the
17 rupture?
18 A Yes.
19 Q Woul d you take a | ook at your direct
20 testi nony Page 3?
21 JUDGE WALLI'S:  Which exhibit is that,
22 counsel ?
23 MR. HARRI GAN: That is --
24 JUDGE WALLI'S: 16197

25 MR, HARRI GAN: Yes, Page 3.
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Q (By M. Harrigan) You were asked sone
guestions about restrictions on the line other than the
one that you nmention here in this answer. The question
you were asked is, are there any restrictions placed on
t he maxi mum al | owabl e operati ng pressure that the
O ynpic Pipe Line systemcan operate. That question
was asked in testinmony submitted on Decenber 13th,
2001. \What restrictions existed on that date?

A The 80 percent restriction on the pipeline

regarding the repairs to get back to 100 percent.

Q Is that the restriction you refer to in your
answer ?

A Yes.

Q You were asked sone questions about the

restrictions created by the series of Corrective Action
Order and anendnments. What portions of the line were
not restricted arising fromthe Whatcom Creek incident
prior to the Second Anendnment to the Corrective Action
Order?

A The leg of the line that cane from Anacortes,
16-inch to Allen, and the 20-inch [ine south fromAllen
to Renton, and the 14-inch line from Renton to Portl and
in the lateral.

Q What was the event that led to the inposition

of an 80 percent restriction on those parts of the
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pi pel i ne?
A The seam failure on the Ferndale to Allen in

Sept enber of ' 99.

Q That related to what type of pipe?
A. That was a pre 1970 ERW pi pe.
Q What is the reason that the entire pipeline

is currently operating at 80 percent?

A In regards to the Corrective Action Order?

Q No. In general, what is the reason the |ine
is now operating at 80 percent instead of 100 percent?

A As we addressed the high-consequences-areas
ruling and the TFl run, we have to conplete those in
order to get the line up to 100 percent.

Q Does the fact that you' ve conpleted it as to
part of the line nean that you can put part of it at
100 percent?

A You can raise up the pressure on parts of the
line where you conpleted the inspection and repairs,
but you have to have all segnents that that line is
connected to at 100 percent before you will be able to
i ncrease throughput.

Q You were asked sonme questions by M. Brena
about the change in the definition of the type of
restriction that applied on the line that occurred in

the First Amendnent to the Corrective Action Order.
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Wul d you get out Exhibit 49 there, which is
the Corrective Action Order and anendnents, and if you
could turn to the page with the stanmp nunber at the
bottom that ends in 213.

JUDGE WALLIS: Did you nean to say 649?

MR, HARRI GAN: | guess | did.
Q (By M. Harrigan) |1'Il just read this aloud
for a second here, M. Talley. It says, "Restrict the

maxi mum operati ng pressure of the Ferndal e, Washi ngton,
to Allen, Washington, to 1056 pounds per square inch
which is 80 percent of the normal operating pressure or
80 percent of the surge pressure at the point of
failure, whichever is |ower, unquote.

Now, what is, generally speaking, not as to
this specific situation, but generally speaking, what
is the relationship between surge pressure and
operating pressure?

A Surge pressure is typically higher than
operating pressure.

Q So is it self-evident fromthis statenent
that this resulted in a greater restriction on
perm ssi bl e operating pressure than sinply restricting
it to 80 percent of normal operating pressure?

A No, it's not.

Q What, in fact, was the result, a greater
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1 restriction or no change?

2 A Actually, the surge pressure was hi gher at

3 the point of a rupture than the MAOP.

4 Q Did this definition change the | evel of the
5 restriction on |eave it the sanme?

6 A. It stayed right where it was at because it

7 was already at the | ower setting.

8 Q You were al so asked sone questions about

9 whet her the restriction of the two 16-inch |ines com ng
10 into Allen at 80 percent resulted in a practica

11 inability to fully utilize the 20-inch line exiting
12 Allen. Wre both of those two 16-inch lines, in fact,
13 required to operate only at 80 percent inmediately

14 after the Whatcom Creek event?

15 A. No. Just the Ferndale to Allen segnent.

16 Q So was there any change from norna

17 operations with respect to the Iink between the other
18 16-inch line and the 20-inch line?

19 A Not into the Second Anendnment of the

20 Corrective Action Order.

21 Q That arose again from..

22 A The ERW fail ure.

23 MR, HARRI GAN. | have no other questions.
24 JUDGE WALLIS: Any foll ow up?

25
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FURTHER CROSS- EXAM NATI ON
BY CHAI RWOVAN SHOWALTER:

Q I was a little confused when you were
answering a question about whether the high consequence
area regulation is a factor in Qynpic's operating at
80 percent. At least |I thought | mght have understood
that just standing al one, the high consequence area
regul ation mght be a current bar to O ynpic operating
above 80 percent. Could you just explain in your own
wor ds what you neant by that?

A Of course, new regul ations and testing
require new restrictions, and after, particularly the
northern two segnments of the 16-inch, after we ran the
TFl tool, because of the high-consequences-area ruling,
the i medi ate actions that had to be taken constituted
D rate, and because there were sonme i medi ate actions
required in the informati on received fromthe TFI tool
that let us use the Drate that was already in place
gave us a year to repair those anomalies. So that is,
in fact, a Drate that's being required because of the
testing that we are doing, and that falls under the
hi gh- consequences-area ruling.

Q If there is another pipeline el sewhere in the
country in a high consequence area operating at 100

percent, does the rule trigger any reduction in
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requi red pressure, or does there have to be sone
denonstration that something is wong with the pipe
before that trigger would be pulled?

A The trigger would be the day we got the
i nformati on back on the TFl runs.

Q I'"'mnot tal king about Qynpic. |I'mtrying to
get a sense of how the rule works. If in another part
of the country there is a pipeline operating at 100
percent, does the rule by itself cause a reduction in
pressure, or does it call for testing, and a poor test
woul d trigger a reduction in allowed pressure?

A What the rule requires is that you have to
mtigate, and it depends on the type of testing you are
doing. In this particular case, we did the TFI, which
requires the mtigation of immediate actions. The sane
applies if it were a corrosion tool or if it were a
def amati on t ool

In any pipeline the operator has, fromthe
time he gets that information, he has 180 days to
repair that. |Inmediate actions require you to nake
repairs i mediately, and then there is a 60-day w ndow
for another |evel of repairs, and there is a 180-day
wi ndow, and as part of that process to nmtigate or
repair is either a reduction in operating pressure or

shut down on the system and it doesn't make any
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difference whether it's Aynpic or a pipeline in
Loui si ana.

Q Is the general structure of the rule to
require testing of pipelines, and if there is a failure
in the test, then the rule says you don't operate at
100 percent?

A When you beconme aware of it, and typically
with internal line inspection, it would be after the
first review analysis by the vendor and gives you
notification that you have a problem That's a
trigger.

Q Isn'"t the trigger under the rule a failed
test of some kind?

A It's not a failed test. It's a known defect
or anomaly.

Q But don't you find out whether you have a

known defect or anomaly by testing?

A Yes.

Q Is the rule we are tal king about in effect
t oday?

A Yes.

Q Is the trigger provision for requiring

reduced pressure in effect today?
A Yes. M. Wcklund nmentioned in his testinony

yesterday that what the rule requires is for you to set
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a baseline. You can decide that | wll start ny
basel i ne tomorrow and then use that as the basis for
devel oping the information you will use for your
baseline, or you can go back as far as five years and
use information from previous testing to establish your
basel i ne.

Q Does the rul e operate effective today or
earlier to cause pipelines to reduce their pressure
bel ow 100 percent today?

A Yes. It's one of the actions that an
operator can take to mitigate i mMmediate action item
they find fromthe testing.

CHAI RWOVAN SHOWALTER:  Thank you.

JUDGE WALLI S: M. Trotter?

FURTHER CROSS- EXAM NATI ON

BY MR. TROTTER

Q I"'mgoing to refer you to M. Col bo's
normal i zed t hroughput adjustnent exhibit. [It's 2003-C,
Page 21. It has 34 lines on it, and |I'm going to ask

you where the Bayview barrels are, in your opinion?
A. My understanding is testinony that he started
with this figure that | identify as 35- to 40, 000

barrels a day capacity adjusted as nunbers for the rate



4156

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

case fromthat.

CHAl RWNOVAN SHOWALTER:  What |ine nunber are
you | ooking at?

THE WTNESS: This is Page 24 of 40.

JUDGE WALLIS: What |ine?

THE WTNESS: It's the first bullet point
about four paragraphs down.

MR, TROTTER: Opposite the arrow?

THE W TNESS: Opposite the arrow.

JUDGE WALLIS: Does that satisfy your
suggestion for subject to check?

MR. TROTTER: Let nme ask a couple of
questions, and I'll try to speak as loudly as | can

Q (By M. Trotter) Referring to Page 21 of

Exhi bit 2003-C, is it correct that the 1998 throughput

figure of 116-nmillion-plus barrels would not include
Bayvi ew?

A That's correct.

Q 2001 t hroughput woul d not include Bayvi ew

either, would it?

A That's correct.

Q I will ask the witness to accept subject to
check that there are no Bayvi ew vol unmes on Exhibit
2003- C.

A Yes.
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Q You indicated that in your opinion, Bayview
is justified by 5-million barrels of additional revenue
per year?

A Yes.

Q Did you say that you believed it was prudent

on that basis? Did your counsel use the word

“prudent," to your recollection?
A I don't recall if he said it was prudent.
Q Are you aware that Staff asked for any

docunents supporting the cost justification for Bayvi ew
at the time it was decided to be built?

A I don't know that I'mfully aware of that,
no.

Q I's your analysis of this $5-mllion barrel
was it reduced to witing?

A Just sinply a statenent that if it produces

the 5-mllion barrels a year, it would be worthy of the

i nvest ment .

Q What woul d be the expected gross revenues to
QO ynpic of an additional 5-million barrels per year?

A I"'mnot sure | can answer that off the top of

my head, two- or three-mllion dollars.

Q What di scount rate did you use in your
anal ysi s?
A None. Just current tariffs, about three
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cents a barrel

Q Did you make any assunptions about the usefu
life of Bayview?

A | did not.

Q I think you agreed earlier you are not a
financial analysis; is that correct?

A | did.

Q Are you aware of any study in witing by you
or anyone regarding the cost justification for Bayview
at the time it was built?

A No. | have tried to find information and
have not .

Q Your counsel asked you whet her Bayvi ew coul d
be made operational on a short-term basis, and you said
a study would have to be done, but it could be done and
it'"s really a resource issue. Do you recall that?

A. Yes.

Q In point of fact, AOynpic's plan for Bayvi ew
is to conduct a study after the line is up to 100
percent pressure and deal with Bayview at that tinme; is
that correct?

A I don't know if we would wait until it's
conpletely done at 100 percent. As we get down to
having half the systemup, we will have nore resources

available, and | anticipate that Bayview will come up
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around the tine the whole systemgets at 100 percent.

Q That's expected to be sonmetinme in early 20047
A That's correct.
Q Wth respect to pressure relief, isn't it

correct that the cost of an overpressure valve plus
tank is in the $750,000 range, and with sight costs
woul d be in the range of a million dollars?

A That depends on how big a tank and how big a
val ve you buy.

Q What's your estimate of what it would cost
for an overpressure val ve, associated piping and tank
for the role that is needed on the north end of your

line that Bayview is currently serving?

A. I can only guess at it. Sonewhere between
one and two million
Q The nunbers | quoted you were reflected on a

June 21st, 2002, letter from O ynmpic to the Comn ssion
in regard to the current rul e-maki ng docket. Have you

seen that |etter before?

A No, | have not, sir.

Q But your best estimate would be in the one-
to two-million-dollar range?

A ["mnot sure what's all included in that
estimate. It would include property, permtting,

secondary contai nment, those types of things.
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1 Q 250, 000 was the maxi mum for permtting, but

2 it included the valve and the tank and the piping, but
3 presumably, the |land would be extra, but that would be
4 taken into account in your $2-mllion top end?

5 A. And secondary contai nnent, which we are

6 required to do no.

7 Q But not 23 mllion.
8 A No.
9 MR, TROTTER: That's all | have at this tine.

10 Thank you.

11 JUDGE WALLIS: M. Brena?

12

13

14 FURTHER CROSS- EXAM NATI ON

15 BY MR. BRENA:

16 Q I think we need to evoke a

17 no-lunch-before-redirect rule in this proceeding. That
18 woul d be nmy recomendation. M. Talley, | would like
19 to draw your attention to Exhibit 637. That's the

20 schemati c.

21 A Yes.

22 Q I'"m not sure, but | think perhaps you just
23 answered a question to your counsel that the Allen to
24 Renton 16-inch |ine pressure restriction was not

25 i mposed until the Second Amendnent. |s that what you
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just said?
A | said on a 20-inch.
Q You acknow edge that the Ferndale to Allen

16-inch line, the pressure restriction was at the tine
of Whatcom Creek; correct?

A Yes.

Q You acknow edge that the Allen to Renton
16-inch line, the pressure restriction was at the tine
of Whatcom Creek; correct?

A Yes.

Q And our conversation with regard to the
20-inch line was to the effect that if those lines were
restricted, the 20-inch line could not practically
operate at full operating pressure anyway; correct?

A If | said that, that was incorrect, because
we operate the 16-inch to 20-inch that way today and

have al ways operated it that way.

Q VWhat way is "that way"?

A 16-inch to the 20-inch.

Q No. At what pressure are you operating the
20-inch?

A At 100 and at 80.

Q Now, as a result of the Second Amendnent to

the Corrective Action Order, do you know whet her or not

the line operationally changed its throughput |evel at
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alI'?

A Coul d you repeat that again, please?

Q As a result of the Second Anendment to the
Corrective Action Order, do you know whether or not the

i ne changed its operating throughput at all?

A. When you say "the line," you are referring to
the portions that were still operational?
Q Well, isn't it true that the whole system was

operating at 80 percent before the Second Anendnent to
the Corrective Action Order?

A For a period, yes.

Q So as a result of the Corrective Action
Order, the Second Amendnment to the Corrective Action
Order, there wasn't any change in the actual operating
pressure for the line at all, was there?

A Well, it's my understanding that initially,
it operated at 100 percent between Anacortes and Allen
and Allen to Renton on a 20-inch. Then they
i mpl enmented a voluntary 80 percent operation. |'m not
sure what date that was, but it was not for the whole
period fromthe accident to the Second Anendnent.

Q So at the tinme of the Second Anendnent, the
entire Aynpic system was operating under 80 percent
pressure; correct?

A That's correct.
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1 Q So as a result of the Second Amendnent, there
2 was not, in fact, any change in operating pressure or

3 t hroughput what soever on the O ynpic system correct?

4 A | guess | don't follow that because there was
5 a change in operations. |In what sense?
6 Q Before the Second Anendnent to the Corrective

7 Action Order, the entire system was al ready operating

8 at 80 percent pressure; correct?

9 A Yes.

10 Q The Second Anendnent to the Corrective Action

11 Order did not change the operational pressure of the

12 line or its throughput at all, did it?

13 A No.

14 Q You mentioned the use of Bayview for pressure
15 relief.

16 A Yes.

17 Q And if there is high pressure, then there is

18 a relief valve that goes through the manifold at

19 Bayvi ew and then spills over into Tank 209?

20 A 209 has a line that goes fromthe tank that

21 goes through the manifold, and it's connected to every
22 relief valve in the manifold, and it's al so connected

23 to the relief valve that protects the nmain |line

24 Ferndale to Allen.

25 Q It goes into Tank 2097
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A
to say 30,
Q
A
Q
facility?
A

Q

Yes.

What's the capacity of that tank?

| don't know off the top of ny head. | want
000.

How many tanks are at Bayvi ew?

Si x.

What is the total capacity of the Bayvi ew

Around 500, 000 barrels.

So of the 500,000 barrels of avail able

capacity of tankage, the anpunt of tankage that's

necessary
A
Q
A

Q

for pressure relief is 30,000 barrels?
Wel |, a tank woul d be necessary.

Is that the smallest tank in the facility?
Yes.

So of the 500,000 barrels of capacity at the

Bayview termnal, only 30,000 barrels are associ ated

with pressure release currently; correct?

A

Q

apol ogi ze.

That woul d be correct.
Now, you were asked sonme questions -- and

I may have been confused by them-- but did

you say that if somebody is suggesting that the

t hroughput from Bayviewis in, then it also follows

that the costs should be included in rates too?

A

| believe that's what | said.
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1 Q Is the reverse true that if the costs are in
2 that the throughput should be in?

3 A Logi cal

4 Q Do you understand that Tesoro is saying, put
5 the throughput in and the cost in?

6 A. Yes. | understand they are al so sayi ng, put
7 the 100 percent in while you are operating at 80

8 percent.

9 Q I"monly speaking about Bayview now. But you
10 understand with regard to the Bayview termnal, it's

11 Tesoro's position to put the throughput in because the
12 costs are in. | nean, do one or the other. Let nme ask
13 it this way. Do you and | agree that the cost and

14 t hr oughput shoul d either be out or in?

15 A. | like to see both. | agree.

16 Q You agree with that statenment?

17 A. Yes.

18 Q Do you understand that its Oynpic's position

19 that the costs are in but there is no throughput in?

20 A I think Oynmpic's position is that Bayvi ew
21 still has use, and even though it's not being fully
22 utilized, it still has use.

23 Q I"mtal ki ng about the throughput. The

24 Bayview termi nal is not increasing the throughput in

25 that barrel, is it?
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A. I understand. |'m explaining to you the
A ynpi c position.

Q But we are tal ki ng about whether throughputs
and costs should be both in and both out, and we agreed
that they should be both in or both out.

A | understand that.

Q The O ynpic position is the costs should be
in but the throughput should be out; correct?

A It's a matter of choice. | look at it as the
t hroughput for the whole system and I'mtrying to
address the throughput at 100 percent because there is
| ower throughput to get back in the system than | ooking
at one ternmn nal

MR. BRENA: Could | nove that that be struck
and an instruction to the witness to answer ny
question, please?

MR. HARRIGAN: | think it was responsive
because the issue really is in conbination of those
i ngredi ents.

JUDGE WALLIS: Let's let the witness's
response stand. You may repeat your question

Q (By M. Brena) You understand, do you not,
that O ynpic is suggesting that 100 percent of the
costs associated with the Bayview term nal should be

i ncluded in shipper rates, even though the Bayvi ew
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term nal is not addi ng any throughput what soever to
t hose shi ppers.
A | understand that it's not being fully

utilized, yes.

Q Well, fully utilized, there is not a
barrel -- it's not increasing the throughput a single
barrel, is it?

A There is still barrels being stored there,

even though it's mnimal.
Q By "being stored there," you nmean that have

been sitting there for a couple of years?

A Yes.

Q | believe you said if the Bayview termn nal
puts in 5-mllion barrels per day, then the $24 mllion
seens prudent. | think that was the thrust of the
col | oquy between you and your counsel; is that correct?

A That's cl ose.

Q Let me ask that another way. At zero

t hroughput, is that $24 million prudent in your
j udgment ?

A Again, | refer you that it's a judgment why
it's not being utilized. Your answer is obvious that
if you have no intention of ever using a facility that
it wouldn't be prudent, and I'mtelling you that it's

not being used as a matter of priorities.
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Q Do you know in the current rates that Tesoro
has been paying three cents for every barrel that goes
by the Bayview termnal for the last three years?

A Yes.

Q So the shippers have been paying for that
facility for three continuous years already. How nmuch
t hroughput has it added to the systemso far?

A Qbviously, since it's been out of service, it
hasn't.

MR. BRENA: | have no further questions.

JUDGE WALLIS: |Is there anything further of
this wtness?

MR. HARRI GAN: I have a few. It's my turn

t hank you.

REDI RECT EXAM NATI ON
BY MR HARRI GAN:
Q M. Talley, if a condition of getting the
Bayvi ew costs into the rate base were for you to turn
your forces to work and get Bayview operating in a few

mont hs at 80 percent, could you do it?

A. I would do ny best to do it.
Q Coul d you do it?
A Yes.
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Q Wul d it benefit the shippers for you to do
so instead of devoting the resources to where they are
currently being devoted?

A Not in ny opinion

Q Wth regard to Commi ssioner Showalter's
qguestions about the effect of the HCA regul ati ons, what
are the sorts of things that you have found in the line
with the various smart PIGtools that have led to the
need to dig up, inspect, and repair?

I amreferring back to the question about
whet her the fact that this work is going on is a result
of a, quote, failed test, unquote, and what |'m asking
you is, what are the kinds of anomalies and their
causes that have been found in the line by using the
TFlI tool, the deformation tool, and the corrosion too
to inspect the lines? |In other words, why is this work
goi ng on?

A We' ve been finding lots of topside dents on
the pipe. W' ve found sone cracked defects with the
TFlI tool, which shows there have -- found some seam
probl ems so far, expect to find nore as we run the too
and get the analysis fromthe other sections.

Q The topside dents are normally caused by
what ?

A Third-party danmage
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1 Q The seam problem what type of pipe has that

2 been with?

3 A That's been with the ERW not only with the
4 | ow frequency but some with high frequency as well
5 Q Is there any other reason besides the

6 application of the HCA requirenent that the pipeline is
7 currently operating at 80 percent?

8 A Yes. There is still action for the

9 Corrective Action Oder which include running our S&I
10 pl an, which includes TFl inspection and repair

11 Q Is there any difference in the requirenents
12 of the two, between HCA and the Corrective Action

13 Order, in terms of the practical results?

14 A. Actual ly, they are very simlar

15 Q I"'mnot sure that it was clear, but what is
16 t he approxi mate revenue change based on a

17 5-million-barrel annual increase in throughput, revenue
18 to A ynpic?

19 MR, BRENA: (Objection, no foundation. To

20 answer that question, you would have to run a

21 cost - of -servi ce study.

22 MR. HARRI GAN: |' m speaki ng about gross

23 revenue based on whatever is paid per barrel

24 JUDGE WALLIS: The witness may respond if he

25 knows.
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1 THE WTNESS: |'mnot sure the exact anount,
2 but somewhere around two- to three-nmillion dollars a
3 year.

4 Q (By M. Harrigan) | take it you have not

5 cal cul at ed what percent that represents up to a

6 $24-million investnment?
7 A | have not.
8 Q VWhat was the effect on AQynpic's tinmng in

9 getting to 100 percent of the fact that it began a

10 process of testing and inline inspections before the
11 HCA regul ati on becane effective?

12 A That actually put us ahead of an alignnment
13 wi th the high-consequences-area ruling. W were able
14 to use nost of the stuff we did getting to 100 percent

15 as far as our baseline for the new rule.

16 MR, HARRI GAN: | have no other questions.
17 MR. BRENA: | have one foll ow up.

18

19

20 FURTHER CROSS- EXAM NATI ON

21 BY MR BRENA:

22 Q Under the HCA rules, isn't it true that a

23 pressure restriction, pressure reduction is one of what
24 could be several mtigating factors?

25 A Yes. | think | said that earlier
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Q So if you got a dent in a line, you don't
have to reduce the pressure, do you?

A It depends on if that dent has a gouge in it
or a winkle bend, and it depends upon the individua
dent .

Q But another option is to go repair it, isn't

A That's one of the possibilities, yes.

MR. BRENA: No further questions.

MR. HARRIGAN: If the defects are of a
certain type, is there a requirenent with respect to
either -- what are your choices if there are a nunber
of defects of a serious variety under HCA?

THE WTNESS: |If you have several of themto
put it together repair programversus trying to do one
serious defect would require a pressure reduction or
setting down the pipeline.

MR. HARRI GAN:  No ot her questions.

JUDGE WALLIS: M. Talley, it appears that we
are just about questioned out at this point. W want
to thank you for appearing in this proceeding. You are
excused fromthe stand at this tine, and let's be off
the record while the next witness, M. Smith, gathers
his materials and steps forward.

(Di scussion off the record.)
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JUDGE WALLIS: The Conpany, Oynpic, is
calling to the stand its witness Leon P. Smith.
M. Smith, would be stand and rai se your right hand?

(Wtness sworn.)

JUDGE WALLIS: In conjunction with
M. Smith's appearance, sone docunents have previously
been identified for the record. Those are Exhibits
1201-T and 1202, which are described in the transcript
of the June 13, 2002, adm nistrative conference. In
addi tion, Exhibits 1203-C t hrough 1207 have been
presented for possible use in cross-exam nation of this
Wi tness by Tesoro at an earlier tine.

And today, docunents which are nunbered 1208
t hrough 1215 have al so been supplied by Tesoro at the
start of the day for possible use in the exam nation of
this witness. Finally, the Conpany has presented two
docunents for use in the exam nation of this wtness,
whi ch we are nunbering Exhibits 1216 and 1217. | will
ask that the reporter in the transcript identify the
docunents 1203-C through 1217 with the designati ons on
the matrix cover sheets to save us the tine of reading
those into the record

I understand that there is a di sagreenent as
to the appropriateness of use of the docunents that the

parti es have provi ded today, those being Exhibits No.
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1208 through 1217 for identification, 1208 through 1215
bei ng presented by Tesoro. Gentlenen, which of you
woul d care to go first?

MR. BRENA: Wth regard to which exhibit,
Your Honor?

MR, MARSHALL: | suppose since | have an
objection to the first batch of exhibits that were
given to us this morning for the first tine, maybe
shoul d just describe that. Apparently, sonme of this
material at the top, for exanple, on Exhibit 1210,
attached carriers response to Tesoro Interrogatory 17
and a couple of other interrogatories and also the
cross-exam nation testinony in that case, sonme of them
at the top indicate they were received on July 1st at
8:15; in other words, yesterday norning.

I have not seen these before this norning. |
haven't had a chance to thoroughly reviewit. | don't
know where those interrogatory answers came from |
don't know whether other interrogatory answers that
m ght explain these interrogatory answers nore fully
are avail abl e sonmewhere el se because we sinply haven't
had occasion to ook into any of that.

Having said that -- | don't want to stop the
proceedi ngs and ask for nore conpl eteness on this, but

we do have two docunents ourselves, one of which
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actually is just for the Comm ssion records. 1217 is a
tariff filing fromthe Comr ssion's records and was an
exhibit to Ms. Omhundro's testinony. The other one is
a related docunment fromM. Smith faxed to M. Col bo
dated Cctober 16th, 1996, that explains M. Smith's
help with this Conmission staff in terns of that tariff
filing from 1996.

Those were produced to us by way of a Public
Di scl osure Act request at a very recent tinme. Because
so many of those have been coming in, | can't tell the
Commi ssi on exactly when. So what we have here is a |ot
of docunents conming in, several from M. Brena, one
fromus that hasn't already been known to the parties,
and I"'mwilling to have the same ruling apply to both
sets. | know we are all trying to do our best to get
material to each other, and | don't fault Tesoro for
not presenting the stuff to us in tine so we woul d have
it before this norning, given everything else that we
have been doing, and for that sane reason, | would |ike
that same courtesy with regard to docunents that we
just recently received from Staff through the Public
Di scl osure Act.

JUDGE WALLIS: M. Brena?

MR, BRENA: Docunents aren't the sane things.

My docunents are cross-exam nation docunents. His
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docunents are direct exam nation docunents for prefiled
testinmony that was filed sone tine ago. |'ve had a
real problemw th them changing their case as it noved
along, and it shouldn't start changing by them

suppl enenting their direct testinony while the w tness
is about to take the stand.

So heretofore, the same ruling shouldn't
apply because heretofore, when soneone has to prefile
direct, they don't get to go on the stand and offer
substantial new exhibits to supplement their direct
testinmony. There is no opportunity to prepare proper
cross with regard to that. So they don't fall in the
same bucket .

Those materials are materials that were a
matter of public record. They could have been filed
with their case if they wanted it filed. What happened
is they had a w tness whose testinmony was struck, and
now they are trying to nodify this witness's testinony
after the fact to try and slide in some of the exhibits
under this wtness.

You can't change -- sonetines you can, but
you' ve got your direct case and then you' ve got your
rebuttal case, and it doesn't get to change. At sone
point, it has to quit changing, and that point is wel

past now. So with regard to his docunents, ny
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objection is that they are supplenental direct
docunents; that they had every opportunity for nonths
to prefile and did not. That's my argunent with regard
to their exhibits.

JUDGE WALLIS: [Is there any distinction
between the two docunents that A ynpic is proposing and
that 1217 for identification, in fact, was earlier
filed, as you acknow edged, with a different witness.

MR. BRENA: Certainly that goes to the less
surprise or prejudice, but this witness has put on no

direct testinmony whatsoever related to either one of

these. It's not even apparent to me how these can even
get in. If nobody cross-exani nes on them he can't
redirect on them This witness will never be entitled

to say a word about either one of these exhibits. So
letting themin when there is not a word of testinony
supporting themand there is not even an opportunity
procedurally for this witness to sponsor these is
i nappropri ate.

| don't intend to cross-exanine this w tness
on either one of these, and it's not apparent to ne how
this witness is going to be able to say one word with
regard to either one of these. So at the end of the
day, we are going to have two exhi bits unsponsored by

this witness for which he has never said a word. They
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can't get into the record under those circunstances,
and that's the problemw th shifting around.

I would Iike to say that there has been a | ot
of that in this case that | haven't said a word about.
Ms. Hammer sponsored the cost-of-service runs that
M. Collins prepared in their direct case. They had
Ms. Hammer as their cost-of-service expert. | didn't
say, "Wait a minute. You ve got the wrong wtness.
Let's strike all that testimony.” So there has been a
ot of shifting in their case that | haven't said a
single word about, but all | can say is, | don't know
how t hese can get in.

MR. TROTTER:  Your Honor, if | could indicate
that with respect to this 1217, we said yesterday that
we would be willing to work with the Conpany on getting
filings that the Conpany has nade before the Comm ssion
in an acceptable format and produce those, and |'ve had
no contact fromthe Conpany on that offer. It's not
apparent that this w tness has any know edge of this
particular filing, but I'mstill willing to work with
t he Conpany on getting those if they are willing to
work with ne.

On the first document, | don't know how this
pertains to this case. | guess that renmains to be

seen, but | didn't hear M. Marshall asking for
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suppl enental direct, but as to the second one, |I'm not
sure it needs to be offered in this format. As | said,
we are willing to work with the Conpany if they are
willing to work with us on this issue.

MR, MARSHALL: Just a couple of responses to
M. Brena and M. Trotter. W did have the argunent
yesterday about the Conmi ssion records and practices,
and it was represented that O ynpic would not be
prej udi ced because those materials would be received
into evidence. 1217 is one of those docunments that
cones from Staff files with regard to a tariff filing
in 1996.

The reason why it links up with this witness
and why 1216 is being offered is because we will show
that actually, M. Colbo directly called M. Smith
about that particular filing, and 1216 shows that
M. Col bo used the information and material from
M. Smith fromthe FERC about how the rate base works,
how the entire federal nethodol ogy works.

So we are offering 1217, the tariff filing
made in 1996, together with the connection to this
Wi t ness, which appears from state archive docunents.
They are a matter of public record only in the nost
attenuated sense in that we had to ask for those for

the Public Disclosure Act request, and we've been
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meki ng those requests and those materials have been
com ng in, but they've been coming inin bits and
pi eces, necessarily.

CHAIl RAOMAN SHOWALTER: Isn't it still the
case, despite everything you just said, that if you
want to bring themin through this witness, it is in
the nature of supplenental direct? Just answer that
question. Is this supplenmental direct?

MR. MARSHALL: It may well be, or it may be a
suppl enent to whatever comes in the cross. The point
of the fact is before this witness has had a chance to
exam ne any of this, before we had a chance to review
this on June 11th, we did not have -- or if we had, it
was in a great big box that had just been produced. It
wasn't apparent to us that it connected up

So | guess what |'msaying is that this
material, in terms of trying to link up for the benefit
of the Conm ssion, what's the background, what's the
story about how we are, where we are today with regard
to how these tariffs have been revi ewed, the past
practice, the nmethodol ogy that was used for the
recommendati ons made by Staff, and I'mnot trying to
argue that the Comm ssion has formally adopted a
met hod, but | do believe that we all agree that the

past practice is sonething that's a factor that's
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rel evant that can be taken into consideration should be
under st ood.

CHAl RMOMAN SHOWALTER:  Isn't there kind of a
boot st rappi ng argunment you are meki ng here? W' ve
al ready all owed, under fairly extraordi nary
ci rcunstances, a mmssive rebuttal case very late in the
ganme. We allowed it in on condition that the
I ntervenors here be given sonme flexibility to
cross-exam ne and absorb the rebuttal case; hence, ora
redirect and potentially nore flexibility on
cross-exani nation exhibits, but this is adding yet
anot her elenent to the rebuttal at an even | ater stage.

MR. MARSHALL: Again, what | was told
yesterday is that the materials fromthe Comm ssion's
files, the past practice and what was used for
deternmination, would be conming in, because this is what
we tried to do in terns of saying there are certain
facts on what the Commi ssion staff reviewed and how
they based their materials on --

CHAI RWOVAN SHOWALTER: | think we should go
back and | ook at that order ruling by Judge Wallis. M
menory is that it said as to policy and | egal issues,
counsel could argue, and as to others, sone factua
evi dence was already in the record through other

W tnesses, and, we said, if parties can try to achieve
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a stipulation of records, which it does not extend to,
a Conpany witness addi ng nore exhibits.

MR, MARSHALL: This exhibit, however, is part
of Commission staff file. That's my point. [I'mtrying
to say there are files that the Comm ssion staff has
and that the background for what Conmm ssion | ooked at
is inportant.

It just happens that one of the things in
Commi ssion staff's files is a fax fromM. Smth to
M. Col bo dated October 16th, 1996, and rather than
have me ask M. Col bo about that and not have the
opportunity to ask M. Snmith about that, it seened to
me to be appropriate to have this wi tness, who sent the
fax to M. Col bo and who is going to supply testinony
about why FERC nethodology is what it is and conpare
and contrast what it might be with other nethodol ogi es,
to have that opportunity.

CHAI RMOVAN SHOWALTER:  Why woul d you have
that opportunity to ask those questions?

MR, MARSHALL: | can put this in as a
cross-exani nation exhibit for M. Colbo, M. Twitchell,
or M. Elgin now that we have that.

CHAIl RWOMAN SHOWALTER: It's not offered today
for that purpose, so the issue is, why should this

W t ness --
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MR, MARSHALL: | understand. | guess the
real question is if it's going to cone in, and
t hought these Conmission files would cone in, whether
by stipulation or some other nmeans. | thought that was
the gist of where we were headed yesterday --

JUDGE WALLIS: My recollection is that the
parties were free to offer docunents and that we woul d
consi der receipt of the docunents as evi dence dependi ng
on the interchange anongst the parties, and | do recal
that M. Trotter did offer to work with the Conpany in
terms of official notice, which is a route that remains
open to the Conpany.

MR. MARSHALL: Correct. |If this docunent
were to cone in later following this witness's
testi mony, he would not be available to be questioned
on did he send it? 1s there an authentication
guestion? Wat was the context in which the nateria
was presented?

| could ask M. Colbo that, and I"'mwlling
to do that if that's the ruling of the Conm ssion, but
I think it would be helpful to the Conmm ssion while
this witness is here in the context of what he's
testified about to know that there is an actual tariff
filing here that was revi ewed by Conm ssion staff based

in large degree on input as denonstrated in
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Commi ssion's own file fromthis particular w tness.

MR, BRENA: May | respond briefly? First,
Tesoro isn't at this tinme addressing the issue of
whet her this docunent is appropriate or inappropriate
to bring in a different way. To the degree that
judicial or adm nistrative notice is appropriate with
regard to the docunents, they are free to offer that at
any time, and | don't know whether these particul ar
docunents fall within those particular rules or not, so
I'"'mnot prejudging that. | just haven't got there.

Al so, Tesoro also indicated a willingness --
in fact, it was Tesoro's package of prior tariff
filings which was objected to that got withdrawn from
one of their witnesses with the understanding that we
woul d bring such a package back under M. Brown. So
I"'mw lling to work on stipulations, and they are
always willing to file as appropriate under judicial or
adm ni strative notice.

The point of ny objection to these docunents
for this intended use are that it is supplenental
direct, and not only are the docunments suppl enenta
di rect, but opposing counsel just illustrated what he
intended to do with them which was to solicit
addi ti onal supplenmental direct fromthe w tness

concerning the background and use of these docunents.
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Now, that's the point. That's the point.
The docunents are wrong and his intended use is wong.
So he not only intends to use the docunments for
suppl enental direct, but he also intends to use the
witness, to find a way to ask the w tness questions
that would be further supplemental direct.

I think that the bottomline here is their
case has to quit changing at some point. This has been
a huge burden on us to nove forward with this case
given their rebuttal case, and we are all doing the
best we can, and this is outside the rules that we've
establ i shed and shouldn't be all owed.

MR, MARSHALL: |'mperfectly willing to
wi t hdraw these two exhibits with this w tness, because
frankly, they are part of the Comm ssion files. | was
giving the parties the opportunity to ask this witness
who is here today about what is in Comm ssion staff's
files, and if the parties don't wish to take that
opportunity to inquire as to what was sai d between
M. Smith and M. Colbo at that tine, | will wthdraw
it.

CHAI RMOVAN SHOWALTER: I f they wanted that
opportunity, they would have presented these as
cross-exhibits.

MR, MARSHALL: |'mnot sure that people
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understood. This has come in a mass of material from
State archives.

CHAI RWOVAN SHOWALTER:  You need to worry
about your client and your position, and they need to
worry about theirs, but you shouldn't worry about
theirs.

MR, MARSHALL: | understand. Again, |I'm
willing to withdraw those because | think they can cone
in in another context. They are part of Comm ssion
staff's files, if no questions wish to be asked of
those exhibits. Again, | actually thought that this
woul d be a better approach to offer them and identify
that this witness has connection to an exhibit in
staff's files, so | withdrawit.

JUDGE WALLIS: W appreciate that and
understand at this point you are wi thdrawi ng those; is
that correct?

MR, MARSHALL: Yes, but only with the
under st andi ng again that we had yesterday that these
general files --

JUDGE WALLI'S: This does not foreclose future
efforts to advance theminto the record.

MR. MARSHALL: Right.

JUDGE WALLIS: | have a question or two

regardi ng Exhibits 1208 through 1215 for
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identification. When did you receive those,
M. Marshal |l ?

MR, MARSHALL: | received those this norning
in the hearing room

JUDGE WALLIS: At the start of the hearing?

MR, MARSHALL: \When it was passed out to
everybody el se.

JUDGE WALLIS: Is there anything in this
package that the witness is unfamliar with?

MR. MARSHALL: | don't know about these
responses to interrogatories. These are froma case
i nvolving the Trans Al aska Pi peline rate nethodol ogy
that says, "Carrier's response to Tesoro
Interrogatories 15, 17, 20..."

The problem | have with those is | have no
i dea where those came from There is no
aut hentication. | have no idea what other materials
there are. What's 1 through 14? What's 16, 18, 19?
Are there things beyond 21? | just don't know, and
nobody asked us about it ahead of tine. Nobody gave us
an opportunity to try to find that out. W haven't had
an opportunity.

JUDGE WALLIS: M. Brena?

MR, BRENA: First, ny understanding so far is

t hat opposing counsel's only objections go to 1209,
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1210, 1211. |Is that correct, the interrogatories?

MR, MARSHALL: Those were the questions that
were asked about ne in particular. | don't have an
objection on the affidavit or the direct and cross of
M. Smith and the Trans Al aska Pipeline rate
net hodol ogy, but there again, we did not have notice
ahead of tinme so that we haven't been able to find
whet her there are other materials that may be around,
but 1'm not going to object to those two.

MR, BRENA: The excerpt from Farnmers Union 1
or Farnmers Union 2 or the WIlians pipeline, 54-B?

MR, MARSHALL: Wth regard to those excerpts,
we have consistently said we think that the actua
cases ought to be used rather than sel ected excerpts.

JUDGE WALLIS: In that instance, you would
have the opportunity to respond with a conplete.

MR. MARSHALL: Because we got those when we
were here in the hearing room it's very difficult to
respond and present the nore conplete docunent today.
Those coul d have been provided a |ong tinme ago.

MR, TROTTER: | have conplete copies if there
is a concern in that regard for, | think, all three.

MR, BRENA: So my understanding is correct
that we are only dealing with objections to 1209, 1210

and 1211?
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JUDGE WALLIS: | believe that's correct;
M. Marshal |l ?

MR, MARSHALL: Right. Although, | haven't
had a chance to exanine the excerpts to find out what
in these multi page-page cases, what el se would we do
with them

MR, BRENA: Then if | could just direct ny
conments to the three that | understand are being
obj ected to, Your Honor?

JUDGE WALLIS: M. Brena?

MR, BRENA: First turning to No. 1209,

M. Smith gave testinony before the Al aska Comni ssion
with regard to the TAP settl enent methodol ogy, whet her
it should be continued or not. He was asked if we were
provided a transcript of his testinony as part of his
prior testinony.

This is an interrogatory to M. Smth asking
himspecifically with regard to his testinmony if he was
suggesting that the Alaska Comm ssion should adopt a
nmet hodol ogy that woul d generate nore revenue than is
necessary for the carriers to recover the actually and
prudently incurred costs relating to providing service
pl us a reasonable rate of return on the remnaining
investment. That is the heart of the cost-based

nmet hodol ogy, and he was asked if his testinony was
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suggesti ng anything but the use of a cost-based
nmet hodol ogy, and he responded no.

I can't quote it, but this particular
interrogatory, and | could quote it if asked, in the
nonopposed direct and cross-exam nation of M. Smth,
in a part of that, the specific interrogatory is
di scussed and what its nmeaning is and its inpact for
the case, so it's part of Exhibit 1212. It's part of
what was discussed in 1212, so there is specific
references in it. So that conversation with regard to
nmy exam nation of this witness and that proceedi ng
woul d not be clear without it. Also, he acknow edges
it in the cross-examn nation.

So there is no surprise to this witness.
These are specific interrogatory requests that were
entered into. On the top you see 43 LPS-E. These were
entered into the case. This one was specifically
di scussed within the scope of the direct exam nation
which is unopposed. | don't know if this wtness has
had it for over seven hours.

I would Iike to point out that today was not
the day for M. Smith. Today was the day for M. Fox,
and what happened here is M. Fox, | understand, has
some in-laws visiting and so was unable to nmake it, so

I found out yesterday that M. Smith was going to be on
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today. So El aine, ny assistant, was up until 1:51 in
the norning | ast night going through these cases, after
learning that M. Snmith was going to be on tonorrow and
not M. Fox, going through and pulling these cases and
copying these relevant things in order to put together
these exhibits. | couldn't get themto you any faster
than | can, particularly given the change in the
witnesses. | didn't think we were going to have
M. Smith for another week, so that was what | thought
until yesterday, and | didn't get out of the hearing
roomuntil 9:30 or ten o'clock

JUDGE WALLIS: Very well. W appreciate the
parties' conments.

MR, BRENA: The sanme coments woul d apply
with regard to 1210 and 1211, and the witness is
avail able to respond to those.

JUDGE WALLI'S: The Conmi ssion overrules the
obj ection that the Conpany has posed to Exhibits 1208
to Exhibit 1215. 1In light of the comments of counse
regarding timng, harking back to the scheduling
di scussion that we had earlier and the commitnment to
have M. Smith appear at the end of the party's case,
in light of the recent change in schedule which was to
accommodat e the needs of one of the Conpany's

Wi tnesses, and in |light of the content of these
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1 docunents which relate to matters in which M. Smith

2 was directly involved, we do not think that it is

3 untoward to have them presented at this tinme for

4 potential use in the proceeding.

5 The Conpany is in a little bit different

6 situation in that it did have the opportunity to

7 conduct discovery in the preparation of its rebutta

8 case. It was afforded the opportunity to present an

9 extended rebuttal case. Oher parties were put at a
10 di sadvantage by the volune and the nature of that

11 material, and a part of our process here was an

12 acconodation to the Conpany and allowing it to nmake

13 that presentation on the condition that other parties
14 be able to respond appropriately with further direct
15 exami nation and with cross-exam nation

16 I think the discussion of counsel today nake
17 clear the appropriateness of that ruling, and | think
18 that this is consistent with the Conm ssion's intention

19 when that ruling was nade. Are we ready to proceed?

20 We will take a recess at this tine.

21

22 (Recess taken at 3:15 p.m)
23

24



