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PROCEEDI NGS

JUDGE WALLIS: Let's be on the record,
pl ease. This is a prehearing conference in the matter
of Conmi ssion Docket TO 011472, which is a conplaint by
t he Conmmi ssion agai nst O ynpic Pipeline Conpany, the
respondent, relating to a request for an increase in
rates for the provision of pipeline services. This is a
pre-hearing conference before the Conmi ssion. It is
being held in Aynpia, Washi ngton on Decenber 14 of the
year 2001 pursuant to due and proper notice to al
i nterested persons before Chai rwoman Marilyn Showal ter
and Conmmi ssioner Patrick Oshie of the Comm ssion and
nysel f, Administrative Law Judge Robert Wallis.

Let's take appearances, and if counsel would
pl ease state your nanes and the nane of the party that
you represent. Let's begin with the respondent O ynpic.

MR, MARSHALL: Yes, Your Honor, thank you.
I'm Steven Marshall for O ynpic Pipeline Conpany.

JUDGE WALLIS: For the interveners.

MR. BRENA: This is Robin Brena and David
Wensel on behalf of Tesoro.

MR. FINKLEA: This is Ed Finklea on behalf of
Tosco.

JUDGE WALLIS: And Commi ssion Staff.

MR. TROTTER: For the Comm ssion Staff,
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Donald T. Trotter and Lisa Watson

JUDGE WALLIS: Thank you. Let's begin with a
report on the status of discovery and discovery
responses.

M. Brena, may we start with you.

MR, BRENA: You may. We just received about
a half an hour ago an E-mail that we have had copied off
that indicates that there are some di scovery responses
init. W have gone through it quickly one tinme. W
bel i eve they also indicated that they intended to
provi de suppl emental responses by the end of today. So
as ny brief review of their responses indicates that
they're not responsive to the questions that | asked.
We still don't have the information we tal ked about
needing with regard to the limted responses that we
have seen to date.

In addition, we have -- we had served a
second set with four interrogatories, a second set of
di scovery with four sinple interrogatories, and we have
gotten those back. | had hoped to argue if there was
going to be objections to that in the | ast prehearing
conference. We have received it back, and we do not
consi der the responses to any of the interrogatory
requests as adequate.

So inconplete with regard to the information
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that they have said that they would provide today. W
have only had an opportunity to go through it quickly.
They have indicated that they're going to continue to
suppl enent it through the day. And nothing with regard
to the second set.

MR. FINKLEA: This is M. Finklea for Tosco.
We received at 12:25 this afternoon a set of
suppl enental responses to Tesoro's first set of
di scovery requests, and our E-mail indicates that
addi ti onal suppl emental answers --

JUDGE WALLIS: M. Finklea, | could not
understand the latter part of your response. Could you
repeat that, please

MR. FI NKLEA: Yeah, there was a beep in the
m ddl e of that.

And t hen additional supplenmental answers
woul d be provided |ater today. Then at 1:31, | got a
second E-mail that said:

Attached are further supplenenta

answers. Please replace the answers

sent out earlier today. W are working

on further supplenmental answers and will

provi de them | ater today.

So | only one minute after the 1:30
conference call was to begin received the second E-nmil
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JUDGE WALLIS: M. Marshall, what's your view
of the status of discovery responses?

MR, MARSHALL: Well, we have sent also to
Your Honor a copy of both E-mmils that we sent out
today. As Your Honor requested, we pulled together al
of the responses as quickly as we could to get it to
everybody by noon today. As | understood it from our
earlier conference, we were to get as nuch as we could
and then to continue to supplenent as fast as we coul d,
so that's what we have been doing. We didn't delay
getting a second suppl enental set out, as M. Finklea
pointed out, at 1:31 today, and we're continuing to pul
together information from-- that we can to the couple
of responses that we still have not covered. W're only
| believe out of the all of the requests that they have,
we only have a few outstanding.

The ones that were particularly inportant,
reply to the issue of debt financing and other
financi ng, we have responded to that in great detail
and we have taken care to point out the information that
Tesoro has from ot her sources is responsive to
interrogatories. But nmore inportantly, fromthe
Decenber 4th technical conference where, although it was
not on the record, the parties spent six hours or nore
gquestioning the people from d ynpic Pipeline, M. Howard
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Fox, Ms. Bernadette Debranski, and Ms. Cindy Hamrer,
about all of these issues. What we have done is we have
-- that and the responses to those interrogatories that
M. Brena had by pointing out what was said at the
conference and confirmng that in witing. As you al
know, those materials at the technical conference aren't
transcribed. Notes could be taken, but we have taken
care to try to provide that.

There are just a few of these responses that
have not yet been provided, and we're going to be
providing those. Sonme of the supplenental provisions
really relate to trying to find out what Equilon did,
the prior manager and operator. And all we can say to
that is that although we're continuing to |ook for that
i nformati on, that may never becone avail able. The
records fromthose folks are hard to conme by. So what
we tried to do is to provide all information in our
possession. W're trying to obtain information and
clarification on the other questions.

One ot her open question remains, and that's
about the shipper information in ternms of volunme and so
on. And that, of course, is subject to a federal |aw
prohibiting and making it illegal to provide that
informati on. And our suggestion there, we have that
mat eri al, but our suggestion is to avoid a conflict
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between a federal |aw and the provisions here that we
see if the parties would agree to allow ng the redaction
of the names of the shippers involved so that we don't
have to face the question of our having violated federa
| aw on providing that kind of information. People at

A ynpi c have | ooked at that issue and have voiced

signi ficant concerns | think would be taken care of by
redacti ng the shipper names fromthat information.

We would be willing to nane, of course,
Tosco, Tesoro, and any other shipper that cares to, to
name them to not redact their names fromthat
information. But as to the other shippers, we are
concerned, and we have not been able to obtain
perm ssion fromthe other shippers. W have notified
them of this request to make sure that they understand
that under the federal law, which | think obliges us to
i ndicate whether there is a request for this
information, and | -- there has been expression of
concern, as | nentioned, about the names of shippers.

So | think we responded in great detail on
the financial information, which is, of course, that the
-- due in the interimcase, in great detail. | think
our responses total over 40 pages. W have sent out a
second suppl enental response after the one shortly after
noon today that got to people at 1:30, and we're
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continuing to make sure that we answer the renai nder of
t hat by today.

JUDGE WALLIS: M. Marshall, do you -- when
do you believe that you will have fully responded to the
i nterveners' data requests?

MR, MARSHALL: Well, of course, we hoped to
have it done all by noon, and the few that we have
outstanding | think we can provide certainly by the end
of today, and nore than that time for M. Brena up in
Al aska.

VWhat are you, two hours ahead or three hours
behi nd us?

MR. BRENA: You're one hour ahead.

MR. MARSHALL: One hour ahead. W could
certainly provide that by 4:00 our tine.

Agai n, the one renmining question is about
the shipper information that we should get clarification
on.

Wth regard to the second set of
interrogatories that were filed by Tesoro agai nst us and
that were not a part of Your Honor's order, we have --
we believe that those do go well beyond the interim
case, details about the general case that we can go into
or not. The very fact that they were filed as late as
they were indicates to us that they really aren't
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essential to the case, to the interimcase, and they do
go beyond the details of what's required for the interim
case.

One, for exanple, asks for everything about
the insurance clains Oynpic has nmade about the Watcom
Creek accident. But even assuming that there are
clains, there won't be any resolution of any clains, and
it's hard to inmagine howthat's relevant to anything in
the interimcase. Sanme type of question, Interrogatory
Nunmber 2 asked, by defendants, case nunber, and doll ar
amount all losses for which Oynmpic has filed | ega
action for recovery relating to the Whatcom Creek
accident. That too is nore appropriate for the genera
case. Interrogatory Nunber 3 in their second set asks
for informati on about something called a cross Cascade
pi peline project, which again is if they want to get
into that in the general case, that's sonething that we
could. It doesn't have any bearing on the interimcase.
And the final interrogatory in their second set of
di scovery requests asks the dollar amount of the tota
casualty and other loss relating to the Whatcom Creek
acci dent which O ynpic has booked to date. And again,
think that's an issue if people want to get into it in
the interimcase, we can talk -- or in the general case,
we can talk about it then, but it's not appropriate at
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this late stage, and it has only marginal rel evance, if
any at all, to the interimcase.

JUDGE WALLIS: M. Marshall, do I not recal
correctly that the result of the discussion about the
confidentiality of shipper information was subject to a
provision in the sane |aw that created the
confidentiality that infornmation could be released to
regul ators such as state regulators without violating
the requirenent of confidentiality?

MR. MARSHALL: Yes, Your Honor, but this
woul d be released to nore than just regulators. This
woul d be rel eased to other shippers, and that's the only

concern that we have. | nean if we're ordered by this
Adm nistrative Law Judge to turn over all shipper
i nformati on including shipper nanes, we will do so. CQur

suggestion sinply was to try to avoid what we think is
probably a problemwith violating of the federal |aw
that we redact those names.

The provisions of Section 15, Part 13 of that
| aw says that:

Nothing in this chapter shall be

construed to prevent the giving of such

information in response to any | ega

process issued under the authority of

any state or federal court.
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1 It doesn't discuss whether regul atory

2 agencies can do that. That was one problemthat was

3 identified.

4 But again, | think that that problem can be
5 renedied by redacting the names of the shippers. 1I'm
6 not certain to what effect that information would

7 provide any information to the parties in this interim
8 proceeding in any event. But we did get considerable
9 concern expressed that we were about to violate this

10 federal law, and we | ooked for a way of doing it. |If
11 we're ordered by this adm nistrative agency to turn it
12 over, we will. W just wanted to bring to the

13 Administrative Law Judge's attention that that was a --
14 continued to be an issue. W do think that we have a
15 proposed solution that would satisfy the problemthat we
16 have identified.

17 JUDGE WALLIS: M. Trotter, do you have any
18 observations or comments at this tine?

19 MR, TROTTER: Just briefly, Your Honor. It
20 was ny recollection that the issue of the shipper

21 volunmes was resolved in our |ast conference when

22 believe you did order the material to be produced. It
23 was ny understanding that O ynpic agreed that that was a
24 way to conply with the statute.

25 CHAl RMOMAN SHOWALTER: What was, to redact
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the --

MR. TROTTER: No, to have an affirmative
order by the Commi ssion to have it produced.

MR, MARSHALL: By the Commi ssion itself?

MR. TROTTER:  Yes.

MR, MARSHALL: | didn't renmenber that part of
it.

MR. TROTTER: That was ny recollection, that
the statenent was nmade that if the Commi ssion orders it
be produced, then that invokes the protection of the
statute. And that, Your Honor, my recollection was, and
the record will speak for itself, but that you did
require that it be produced.

Staff does not have a problem This was not
our request. W have different needs for volune data
that don't include shipper nanes, so if it is redacted,
that's okay with us. But | can't speak -- we didn't
request this in this form so the interveners can speak
for themsel ves.

I think I nentioned the other day that there
are still four Staff data requests still outstanding.

We haven't received those yet. But they said they would
-- they were to be supplied, so we assune they are stil
wor ki ng on those.

JUDGE WALLIS: M. Marshall, do you know t he
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status of those requests?

MR. MARSHALL: Yes. W, of course, are
trying to conply with Your Honor's order first with
regard to Tosco, and keeping in mnd Tosco's | believe
to be shown preference to the Staff, the UTC Staff. But
we are preparing those, and we will have those out as
soon as we conplete the responses to Tesoro.

JUDGE WALLIS: And just to be sure that |
understand, you're representing that you believe your
response will be conplete by the close of business
today; is that correct, to Tesoro?

MR, MARSHALL: Yes, we have been told by the
people that are gathering this information that we will
provide all information that we physically have and can
obtai n, understandi ng of course that because of
Equilon's records and so forth, we don't have all of the
records. But we will provide everything that we can by
the end of the day to the Tesoro responses.

JUDGE WALLIS: Very well.

M. Brena.

MR. BRENA: Yes, Your Honor, we have covered
quite a bit of ground. First, in ny cursory review of
their responses, | do not believe that they are being
responsive at all, and they're not providing the
informati on we need. But it doesn't do us any good to
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just sit and talk about it in generalities. | think
what we need to do is go ahead and get everything that
they think is responsive and then have a prehearing
conference where we go through the things one at a tine
and decide if they're responsive.

But just to nane a few exanples, just a few
exanpl es, they have essentially set up an interna
| endi ng program that forecloses the use of externa
sources of funds. Under their own | oan docunents, they
can not borrow funds from external sources, so that
| eaves the sharehol ders as the fundi ng source as
possi bl e under the way that they had put this plan in
pl ace for funding. W had asked themto describe the
process by which they request those funds fromtheir
shar ehol ders, and they have responded to us that
A ynpic's board of directors authorizes funds.

And | had pointed out in the |ast prehearing
conference that it isn't Qynpic's -- it isn't Aynpic
that we were directing the interrogatory to. W asked
for the authorization and budgeti ng process by which
A ynpic's sharehol ders woul d fund internal | oans.
Because as | understand their case, it's based on two
grounds. One is that they're in a deteriorating
financial position. And second is that they need it --
they need -- they need this interimrate increase in
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order to go forward with the capital inprovements that
are budgeted for 2001.

So we asked -- we asked, you know, how are
you going to get the nobney, and how do you nornally get
the noney, and what's that process. They haven't
responded to that at all. They have continued on
describing AOynpic Pipeline's internal budgeting process
and not the budgeting process where O ynpic Pipeline
requests funds fromits sharehol ders.

We asked where in the process are you with
asking for noney from your sharehol der. And again, they
just referred back to AOynpic's internal budgeting
process.

So one of the key things in this case is that
they're saying that they don't have the nmoney and can't
get the noney to do capital inprovenents for 2002 even
t hough they have a line of credit that's a $30 MIlion
line of credit from Arco that they have only drawn down
$10 MIlion on and even though their normal operating
expenses greatly exceed their normal operating cost. So
we want to know, why don't you just ask Arco for the
noney under the revolving line of credit, what's the
process you go through to do that, and where are you in
the process, have you asked. They haven't answered any
of those questions. That's just an exanple.



Well, | think just to cite one nore exanple

MR, MARSHALL: First of all, that isn't the

case.

JUDGE WALLIS: M. Marshall, would you hold
off for a few nonents, please. | would like to hear
M. Brena first, and then we will allow a ful

opportunity to respond.

MR. BRENA: Just to use one other exanple,
it's very, very inportant, and they have put on a case
that says that they're in a deteriorating financia
position even though beginning in July of this year, al
four refineries have come back on line and their
t hroughput has shot up and their revenues have shot up
and even though in Septenber of this year they have --
they have a trenendous rate increase in effect on the

federal side. |In fact, you know, they -- this is a
conpany that was doing fine before Whatcom Creek and
then just finished -- had just finished a rate filing

and had their rate approved w thout opposition, and that
was sufficient revenue for themto build equity but for
WWhat com Cr eek.

So we have asked particularly for the
information since the rate increase that's been all owed
to go into effect since all shippers have started
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shi ppi ng. Because whatever financial pressure they were
under a couple years ago, they certainly aren't under
any now. And so we asked for Septenber, Cctober, and
Novenber as well as ongoing. And again, what we've got
doesn't conply with that. W asked for their throughput
i nformati on, because their throughput is directly |inked
to their inproving financial condition, and we haven't
been provided with the relevant and current throughput

i nformati on to show how rmuch nore throughput revenue
that they're generating. | mean we need current

i nformati on, because this conpany's financial position
has i nproved geonetrically since July, geonetrically
since Septenber, and they are not providing us the

i nformati on that shows that even though we know that to
be the case.

Wth regard to sone of the other comments
that M. Marshall nade, he nentioned Equilon as the --
that they may never get information from Equilon. Well
I would like to point out that while there has been a
change of managers, there has been no change of
sharehol ders in this conpany, and what we asked for was
current board -- we asked for board m nutes. W got
board m nutes through March, so we got all the board
m nutes except the ones nost inportant to this interim
rate proceedi ng.
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Wth regard to information during the Equilon
period, they incurred all of this debt in about a year
and we want to know where it went, what it was used for
And what they're saying is that there's another nanager,
therefore, we can't tell you. Well, Arco is the
maj ority sharehol der before the change. This is the
peopl e that served on the Arco served on the board of
directors. They have the sane corporate counsel. They
put together the sane sheets. You know, they have
financial statements, and they pass those out to the --
at their board of directors neetings every nonth. This
is -- it doesn't matter who your mmnager is, he stil
reports to the board of directors the information
relative to operations. W asked for those board
packages that they nust maintain individually that shows
that. We haven't gotten any of that stuff.

We asked for -- they had a finance conmittee,
because apparently what they intended to do was put
together an internal line of financing for $100 MI1lion

JUDGE WALLIS: M. Brena, | don't want to cut
you off prematurely, but | think we're getting beyond
the i ssue of the adequacy of responses into argunent on
substance, and | believe we're also retreadi ng ground
that has been discussed in the past.

MR, BRENA: Okay, then I will nodify and
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focus ny coments.

My point is that Your Honor ordered themto
produce those docunents to the degree that they were
avai l able. They aren't only available from Equilon,
they're also available fromthe board nenbers who are
the sane board nenbers for the sane conpanies for the
same sharehol ders who have continuously owned this
conpany for quite sone tine.

Wth regard to the shipper information
whet her or not to name it by shipper, we asked for the
information in a very specific way so that we could
assess the financial inpacts on their interimrate
request on all their shippers. They have indicated that
they have 70 shippers, and we want to see the specific
i nformati on by shipper. W argued this point, your
Honor ordered that it be conpelled, and now we're back
reargui ng whether or not there's conpliance with federa
law. | cited the cases, | cited the authority that
indicated that this informati on may be provi ded under
service of law and routinely is provided. | have been
in rate cases against BP Pipelines in which it has been
provided. | have been in rate cases agai nst Perkins
Coie in which it has been provided. At the federa
| evel, they have what they call a 13(15) order that they
routinely just issue. And what the | aw provi des, and
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cited the cases and we discussed this before, is that
this shipper information may be provi ded under -- if
they're conpelled to give it, and they were conpelled to
give it, and we don't have that either

Wth regard to the second set of discovery
that we served, what -- we have asked four questions,
and he went into -- M. Mrshall went into why he didn't
feel that that was relevant to the interimrate case.
We asked whether or not -- they put on M. Batch, and
M. Batch has testified in the interimrate case that
they are losing noney and in a deteriorating financia
situation, so we have asked why. That is, you know,
that is directly relevant to their case. They're the
ones that put their deteriorating financial position at
issue. We think it's an inmproving one. They're the
ones that are tal king about that they're | osi ng noney.
They're the ones that have introduced that issue into

their interimrate issue. W're entitled to -- we're
entitled to discovery reasonably designed to show t hat
they -- that to the degree that they are in a

deteriorating position, it's as a result of things that
shoul d not be born by the rate payers.

JUDGE WALLIS: M. Brena.

MR. BRENA: Yeah.

JUDGE WALLI'S: What would you like the
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Conmi ssion to do? And before you respond, |I would |ike
to repeat coments that | have made before that the
Commi ssi on does have limted flexibility in scheduling.
The Conmmi ssion heard all parties early on say that al
parties wanted a swift resolution of the interim
proceedi ng, and the Commi ssion is still anxious to
provi de an expedited process to resolve these issues, as
the parties have requested, while preserving fundanenta
fairness in the process doing so.

So given that background, given our limted
flexibility, given the nmeasures that are available to
t he Comm ssion for enforcenent of discovery, for review
of discovery requests, what is it that you would |ike at
this juncture? W also recognize that all parties
acknow edge that O ynpic has not concluded its responses
at this point.

MR, BRENA: | aminterpreting Your Honor's
question to be in general rather than an answer by topic
or information or interrogatory.

JUDGE WALLIS: |I'm asking you to address the
process that you would like the Commi ssion to follow in
resolving matters involving the interimrequest from
this point forward.

MR, BRENA: Well, first let ne say generally.
I would I'ike an opportunity to neaningfully participate
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in the interimrate case. | would like an opportunity
to respond to the case that they have put forward that
they're in a deteriorating financial position and that
because of the way they have chosen to fund this conpany
that their capital budget for 2002 is sonmehow at risk

So that being said, what | would like first
is | would |ike a date set for when they're going to

respond to the discovery. | would like for themto
conply with the notion to conpel and the order to
conpel. | would like themto give the information that

we went through, and I would |ike themto provide that
information to us. That information was asked for

al nost three weeks ago, and we explained why it was

i mportant over a week ago, two weeks ago in the notion

to compel. W still don't have it, and it doesn't | ook
like we're going to get it. | would like for this
Commi ssion to either allow us the discovery, | would

like themto allow us the discovery that we have asked
for so that we can neet their interimcase. So | would
like a date set.

If they' re saying by 4:00 today they fee
that they're going to be done with responses, then as
soon as possible | would |like an opportunity to go
t hrough these responses and bring them back and be as
specific as | can about what information | need that
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t hey haven't provided. And that could be -- that could
be Monday. | mean that as -- that could be just as soon
as possible, as soon as it fits within your schedul e.
Then | would like after -- after -- and Your Honor can
deci de whether or not they conplied with the notion to
conpel based on the argunents. |If not, force themto
di sclose it.

After the point when we have responsive
di scovery, then | would like a mininmm of one week to
prepare my case. These are discovery requests, like I
said, that | served over three weeks ago. And in the
original schedule, they agreed to a three day good faith
effort. They haven't conplied with that. And in that
original schedule, | had 15 days after responsive
di scovery to put together ny case. | would like a
m ni rum of one week to put together ny case after | get
responsi ve di scovery, and that discovery goes to their
| osses that they put at issue, their deteriorating
financial position, which is a position they' re stating,
and matters relating to the way that they have chosen to
fund this conpany, and whether or not, in fact, there's
any risk to the 2002 capital budget.

MR. FI NKLEA: Your Honor, Tosco joins Tesoro.

JUDGE WALLIS: Let nme ask at this juncture
what -- Chai rworman Showal ter.
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CHAl R\NOVAN SHOMALTER: M. Brena, | have a
question because I'mnot sure | understood you. On the
i nformati on that you wanted by shipper, do you need the
shipper identified as to nane, or is it sufficient for

you to get the information by shipper, |ike by shipper
nunber 1, shipper nunber 2, shipper nunber 3?

MR, BRENA: | would like it by nanme, Your
Honor .

CHAl RAOMAN SHOWALTER:  And what is your
reason for that?

MR. BRENA: Because then we can put on a case
to show exactly who is inpacted to what degree based on
their interimrate request. And there is -- there is no
issue with regard to this Commission's ability to conpel
that information legally, and we want to be able to
assess the systemand their clainms and al so deterni ne
not just the inpact on their shippers, but we're also
| ooking at for the interimrate issue the degree to
which it's an affiliate versus a non-affiliate rate
i mpact .

CHAl RWOMAN SHOWALTER:  And ny ot her question
in the other proceedings that you have been in where
this informati on has been routinely provided, is the
information still in those proceedi ngs confidential?
That is --
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MR. BRENA: Yes. The disclosure of this
information, this is a docket in which there is a
protective order in place, and --

CHAl R\OMAN SHOWALTER: Wl |, that doesn't,
unfortunately, that does not nmean the information is
confidential, and that's what |'mgetting at; that's why
| want to know a little bit nore about this issue.
Because we can not guarantee the confidentiality of
informati on that cones to us in this proceeding. That
is it can be declared confidential for purposes of this
proceedi ng, but it doesn't nmean that if sonebody asks
for the information it can be kept confidential. In
fact, it nost very probably is not confidential. And so
we do need to weigh the effect of that infornmation
becom ng public information against | think your need to
have the information identified by the nane of the
shi pper as opposed to just, you know, a shipper nunber 1
and nunber 2, and that's why |'m asking the question

MR. MARSHALL: Yes, Your Honor, that was our
concern too, because of the lack of the ability to keep
the information confidential fromthird parties, which
is unusual, | believe, for admnistrative agencies that
woul d seek otherwi se to conpel this. That was why we
suggested that we redact the nanes. And insofar as
Tosco and Tesoro wish to talk about the inpacts to them
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of whatever the rate increase is, it's $9 MIlion a year
for all shippers, which is not -- the inpact is not,
guarantee, going to be that bad for a $5 Billion a year
conpany, but if they want to show the inpact on Tosco
and Tesoro, they can waive that as to thensel ves.

CHAl RMOMAN SHOWALTER:  You can't see what's
happeni ng here, but Judge Wallis has rem nded ne, which
is quite correct, that so |l ong as whatever this
information is doesn't actually cone into this
proceeding, it may not be a public document. But it is
the case that if it's any information that we ultimtely
need to see, we don't have that ability under the title
we're in to assert the confidentiality.

MR. BRENA: Chai rperson Showalter

CHAl RMOMAN SHOWALTER:  Yes.

MR. BRENA: This is Robin Brena, a couple of
observations. The first observation is the sensitivity
with regard to shipper information is a shipper
sensitivity, not a pipeline sensitivity. So to the
degree that -- | nean Tesoro realizes that it's putting
its throughput information potentially into the public
record, as does Tosco, who has joined in this request.
Potentially if there is a public docunents request,
there is a way that at some point that it may be -- that
it may be exposed to the public, that they may have
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public access to it. Wth regard to O ynpic Pipeline,
A ynpic Pipeline's concern is that it conmply with the
appropriate law, and in the |ast pre-hearing conference,
the Adm ni strative Law Judge ordered themto provide it
by shi pper nane.

So first, we share -- this is -- Tesoro and
Tosco are the two people in the hearing roomtoday who
have the npst sensitivity to this issue, but we think
that it's worth the risk of doing it, because then we
can truly assess this system the inpacts of the interim
rates on all shippers. W can |ook at affiliate versus
non-affiliated use of this Iine on an interimbasis. W
can look at their deteriorating financial position on an
i ntegrated conpany basis if we choose. So, you know, we
think that it's information that's hel pful

Wth regard to the conpetitive sensitivity of
this information, everybody on this |ine overnoni nates.
Everybody gets as much usage as they can. There is nore
demand on this line than there is supply, so it's not --
it's not the kind of thing where someone can go out and
gai n sone conpetitive advantage the next day, because
everybody overnom nates for all novement. So in terns
of its conpetitive inpact, it will be historic
information, and there's not a | ot that can change the
i nformati on even once it's out there.
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And then just a practical observation, in ny
experience in these kinds of information, everybody
starts out not wanting the public to know anything. And
then when it cones time and the Conmi ssion has put
pressure on the parties to put forward a record that can
be a public record that can justify the decisions that
they have nmade, then the parties usually find a way to
all ow much of this information into the public record.
And in general, that is the way that Tesoro prefers for
this to all happen. It prefers for the public to have
access to the information if it does come in to the
degree that it doesn't actually result in conpetitive
har m

So we would like the information. W would
like themto conply with the Administrative Law Judge's
notion to conpel in the fashion that we asked for it by
shi pper and by novenent and destination point and rate.
It allows us a conplete picture of this pipeline.

MR. MARSHALL: W have already received one
protest from a shipper that does not want this materia

to be -- this confidential material to be discl osed.
That's what gave rise to our suggestion. | think it
still holds that this is - if Tosco and Tesoro want to

tal k about the inpacts to them we don't have to redact
their nanes. They're one of a nunber of shippers.
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There are not 70 shippers on any given day, and over
time, there are probably 29 active shippers. There are
just two that have protested these rates. And M. Brena
admts there's nore demand than supply, which would tend
to indicate that prices are too |low to encourage the

i ncrease of supply or decrease in demand for this

pipeline. | don't agree with M. Brena that --
JUDGE WALLIS: M. Marshall --
MR. MARSHALL: -- this is not conmpetitive
information. It is conpetitive information.

JUDGE WALLIS: M. Mrshall, again, |
appreci ate your response, but I"mgoing to turn to
M. Trotter now and ask himto address this sane
gquestion that | addressed to M. Brena, which is, given
the status of this, the Conm ssion's desire to proceed
responsi bly but quickly, what are your suggestions as to
process?

MR, TROTTER: Well, Your Honor, | think
M. Brena's suggestion, initial suggestion about setting
yet another pre-hearing conference to see where we are
and hopefully foster sonme communi cati on between the
pi peline and the interveners in the neantine so they can
tal k about these precise needs and find out what the
deficiencies are and require themto work together
Monday norning say, and then Monday afternoon bring the
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problems to the Commi ssion, to Your Honor. | know there
has been a |l ot of desire to maintain the hearing
schedul e that we have for the interim case, and that |
see as the best way of preserving that.

And M. Brena asked for one week from
responsive -- receiving responsive information, and
think that's reasonable. W need the sane ampunt of
time, you know, to put together our case, but | think
the 28th is still achievable for that. So | think
that's a reasonabl e suggestion

And one thing just on the shipper nanes,
there is a -- | can understand the need to know where on
the pipeline a certain volune is being delivered to,
because that affects the rate, the revenue. The |onger
the trip, the nore revenue. But it's not clear to ne
whet her that -- a conpromise here mght be that a
general location could be identified as opposed to a
shi pper name. Having said that, maybe the |ocation
itself defines the shipper. |'mnot suggesting a street
address necessarily, but maybe a, you know, downtown
Seattle or sonething to that effect, if that is a way to
conprom se what appears to be a log jam But where
product is delivered on the line is pertinent
i nf ormati on.

CHAI RWOVAN SHOWALTER: |Is there any kind of
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hel pful distinction of affiliates and non-affiliates
where the affiliates m ght be identified but the
non-participating non-affiliates wouldn't be? Does that
conprom se the information too nuch?

MR. TROTTER: That would be, | assune that
woul d be for Arco and Equilon to say, but that m ght be
a way to further advance the ball here.

MR. BRENA: Chai rwoman Showal ter, we woul d be
willing to give that a try to see if that would work, if
affiliates' and participating intervener's information
was indicated. One practical problemthat M. Trotter
eluded to is that it depends on how far down the road
you go with this. You can say shipper A but at certain
connections, there's only one shipper going through A
There's four refineries, they have four different points
of accessing this. And so what we want is specific
i nformati on broken out by shipper. The identity of the
shi pper as far as we're concerned, we would be willing
to go as long as the affiliated shippers were identified
and the participating shippers were identified, and then
the ot her shippers were sinply designated as nunbers. |
think that that would work

JUDGE WALLIS: M. Marshall, nowit's your
turn, and | would ask you to begin by responding to the
general question, which is what would O ynpic |like the
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Conmi ssion to do at this juncture given the
ci rcunmstances that we are facing?

MR, MARSHALL: Thank you, Your Honor. We
woul d urge the Adm nistrative Law Judge and the
Conmi ssion to look at not only the suppl emental
responses that we filed today, but all the responses and
t he vol umes and vol umes of information that we have been
able to produce here in the last three weeks. [It's been
a staggering amount of information. There is no doubt
in mmy mnd that Tesoro and Tosco could provide a
response to the interimcase today if they wanted to do
it today.

But we are willing to talk to Tesoro and
provide the few remaining out of the 75 or so requests
we have gotten fromthemand 40 from Staff. W have
provi ded an enornmous amount. W're willing to talk to
them on Monday and see if they have anything that they
just can't possibly prepare their case on and then
adjust fromthere. But |I think M. Trotter's right, we
ought to have that conversation Monday norning. |If
there's a need to go back to the Admi nistrative Law
Judge Monday afternoon and adjust the schedule, we can
tal k about that.

A week fromthis information that they have
to have for the interimcase to be provided still gives
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us sufficient time. The 28th is the date now set for
themto provide their brief on the interimcase. That's
two weeks fromtoday. So another week, |I'msure that we
will have this sorted out by Monday. |[|f not by Mnday,
we're sure to have it sorted out before the end of next
week without any question.

I would Iike to just nmake sure that the
record is clear on one key issue. |f you |ook at the
suppl enent al responses, pages five and six al one, which
contain a lot of information before and after, the main
guesti on about how are we going to get financing if we
don't get interimrelief is addressed. And what we have
done there in that is we have identified what statenents
were made by O ynpic's assistant treasurer and Ci ndy
Hamrer at the technical conference on Decenber 4th.

Nurmer ous questions were asked of O ynpic by two counsel
well, two counsel from Tesoro were present, three Tesoro
experts were present. They could ask and they did ask
every question that they had on how are we going to
obtain financing if we don't get the interimrelief.

The answer that we have on pages five and six say this:

At the Decenber 4, 2001, technica

conference, M. Fox took Oynpic's prior

responses to UTC Question Nunber 12,

whi ch was served weeks and weeks ago,



and Tesoro's Request for Adm ssion
Nunber 13. M. Fox said if Oynpic is
not able to get adequate interimrelief,
it is uncertain if and from whom Q ynpic
can obtain new financing for new capital
expenditures for 2002. M. Fox also
answered specific questions concerning
the conditions of the Prudential note
which effectively limts Oynpic's
ability to borrow from sources other
than O ynpi c Pipeline sharehol ders.
Further M. Fox confirmed that one of

t he sharehol ders, Equilon, has refused
to loan further funds to OQynpic. As
stated in response to WJTC data
requests, Aynpic is currently being
sued by Equilon regarding Equilon's $45
MIllion note. Copies of the relevant

pl eadi ngs have been provided to the WJTC
and to interveners including Tosco.

M. Fox was questioned as to whet her

O ynpic was in default on its notes to
Arco, and M. Fox confirned that all the
notes provi de the best evidence of their
condition. It was his understanding



that O ynpic was in default on all notes

to Arco including the [ast one. M. Fox

was asked details about his

conversations and understanding as to

whet her Arco woul d make any further

funds avail abl e under any existing or

future note. M. Fox replies that he

has had nunerous conversations which

have been progressively nore negative

due to Oynpic's financial condition

the regul atory uncertainties including

the uncertainties created by positions

Tesoro itself has taken at the FERC and

the UTC with regard to rates.

And then we went further about requests after
request for adm ssions, request after request on details
of the notes, request after request on whether we are in
default. All the notes have been provided, all the
backup, throughput and deficiency, securities, the shelf
notes, all of those have been provided. |ncone tax
fornms have been provided. Financial statenments of al
sorts including all the FERC Form 6's have been
provided. There is nore information in this case in the
| ast three weeks that has been provided than information
in many general cases throughout the entire genera
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case.

So al t hough we coul d pick out sonme questions
that we haven't conpletely answered to the satisfaction
of M. Brena, the effort has been vol um nous at the sane
time that we have been in the mddle of filing the
general rate case testinony at the FERC and at the WJTC.

So with that background, | just wanted to
make cl ear that there has been a massive effort to
conply with every legitimte request. Hours taken at a
techni cal conference, details of which have been
t horoughly explored. Then it cones down to only one
t hi ng, why woul d anybody i ncluding Arco | oan noney to
this outfit. W can't speak on behalf of Arco. At the
end of the day, M. Fox's statenment that we quoted in
pages five and six are about all that anybody can say at
this time about what Arco might or might not do with
response to nmeking further noney avail abl e.

MR. BRENA: This is Robin Brena, | would like
to briefly respond.

JUDGE WALLIS: M. Brena, | will say that our
interest at this juncture now that the parties have had
an opportunity to address specifics remains in the area
of process, and | would |ike you to focus on the
guestion of process, and you need not argue individua
items nor need you argue the ultinmate issues in the
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proceedi ng.

MR. BRENA: Well, just a couple observations
then. First, Oynpic did not respond to a single data
request by an intervener prior to the Judge ordering the
notion, prior to the Judge ordering themto conply.

MR. MARSHALL: That's not true.

MR. BRENA: That --

JUDGE WALLIS: Excuse ne, | would like to
interject at this point and with the understandi ng that
there are sone di sagreenents about past issues, focus on
where we can go productively fromhere at this juncture.

MR, BRENA: Oh, okay. Well, | think that we
need to go ahead and have the pre-hearing conference.
We need to go through these issues in detail. And to

me, the question is conpliance with the order to conpel.
We need to argue the second, our second data requests
whi ch they have said -- which they have objected to and
whi ch we haven't had an opportunity to fully argue. And
then | think that they need to be ordered again to
conpel, to provide that information next week

Providing that the information is responsive
and we get it intime, then | think that the 28th
becomes possible to get done. | would like to -- |
would Iike to just point out to the Conm ssion that once
we get responsive di scovery, we have experts that are
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preparing testinony in New Jersey and the D.C. area and
in Texas, and it takes time for us to get the
information to them It takes time for us to reviewit.
We have Christms between now and when our case is due.
Assumi ng that we get responsive discovery and that -- so
I'm being just as reasonable as | can be in terns -- we
need i nformation about the allegations that they have
made, and we can't put on an interimecase if they just
want to say they're losing noney in a deteriorating
situation and aren't willing to provide the docunents so
that we can neet that statenent. So in terms of

process, | nmean you can't very well ask a party to nove
forward without responsive discovery when it's been
conpelled. W're asking for no nore and no | ess than
that, an opportunity to put on a proper case.

And | would like to -- | would Iike to point
out to the Commi ssion that in these rate cases, as you
know, you know, we have very little information about
what -- about what they -- about what they know or what
t hey do, and we want the information back. W need the
information fromthem They have to provide the
information to us so that we can participate
meani ngfully in these proceedi ngs.

And then | guess the final thing is, you
know, this distinction between interimor the genera
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rate case is beconming lost on ne for a few reasons. One
reason is that the discovery rule in this case has been
evoked. They have filed their direct case. M
under st andi ng was that they would respond in three days
with regard to our data requests on the interimrate
case. W have focused all of our discovery in this on
their clains of deteriorating financial position and
their financing prograns. W haven't exceeded the scope
of the interimcase, and we're in -- but we're in a
situation where that was three weeks ago. Even if this
woul d have been a data request in a general rate case,
it would have been responded to in ten days and it would
have been two weeks ol d now

So this, you know, fromny perspective, you
will have to appreciate that the three day good faith
rul e has, you know, it was a week before we canme before
Your Honor and said we don't have any responses to any
of our data requests, would you please tell themto
respond, and you ordered themto respond the next day.
So that -- and then fromthere, we went to a notion to
conpel. So all | can say is that whether you -- no
matter how you characterize this discovery, it ought to
be -- and my understanding was is a general rate case is
ten days and interimrate requests were three days, and
this is all three weeks overdue now So | would like to



00311

-- so that's the information | need to nmeet their
interimcase.

I don't see any way to do it any other way
than for us to neet early next week and go through this
and order themto conpel very specific things, because
we're not getting it.

JUDGE WALLIS: Very well, let's be off the
record for a brief recess.

(Brief recess.)

JUDGE WALLIS: Let's be back on the record,
pl ease. We think that the parties' proposal has nerit.
We are pleased at the extent of the responses that have
been made to date fromthe standpoint that it appears
that by the close of the day today that there may be
substanti al and neani ngful response. W want the
parties, as they have agreed to do, to engage in
di scussi ons about renmining elenments to resolve as nuch
of those as they can

I will be available to the parties at 2:30 in
t he afternoon on Monday for a continuation of these
di scussi ons, hopefully to record the resolution of the
di fferences, and if not, to address matters that stil
remain in contention anongst them

In the neantinme, speaking specifically to the
i ssue of custonmer information, we would ask O ynpic to
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provi de the throughput information in a redacted form
t hat shows the intervening custoners and the ownership
custoners' information. 1Is the conmpany able to do that?

MR. MARSHALL: | believe so. | wll have to
check with Ms. Bernadette Debranski in Chicago on that,
and | have asked somebody in this roomright now to go
out and rmake that call right now.

JUDGE WALLIS: Very well

Is there anything further that the parties
would like to say today?

MR. BRENA: This is Robin, no, Your Honor,
unl ess you wish to take argunent on the second set of
di scovery responses or |'m happy to do that Monday at
2: 30 after discussion.

JUDGE WALLIS: | do not believe that we're
prepared to do that at this time and woul d prefer that
the matter be deferred. |[|f you have a specific notion

with regard to those, you need to provide the underlying
information to ne as soon as possible, along with your
speci fics supporting your request. |s that sonething
that you will be able to do?

MR. BRENA: Yes, certainly.

JUDGE WALLIS: Very well

MR, BRENA: And just so | understand, | would
just have a notion to conpel sinply stated along with
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the second set and the responses?

JUDGE WALLIS: Yes.

MR, BRENA: And just fax -- serve that on
Your Honor and then --

JUDGE WALLIS: That will be sufficient.

MR, BRENA: |'m assuming that we will have an
opportunity to argue the merits.

JUDGE WALLIS: Yes, to the extent that on
Monday you're not able to resolve all of these matters.

MR. BRENA: Okay.

JUDGE WALLIS: Al right, I want to thank
everybody again, and we are in recess until Mnday at
2: 30.

(Hearing adjourned at 2:40 p.m)






