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PROCEEDI NGS

JUDGE WALLIS: This is a pre-hearing
conference before the Washington Utilities and
Transportati on Conmi ssion on Decenber 17 of the year
2001 before Adm nistrative Law Judge C. Robert Wallis.
This is being held in Docket Number TO 011472, which
i nvol ves a request for increased rates that's presented
to the Comm ssion by Oynpic Pipeline Conpany, Inc., who
is the Respondent in this docket.

Let's have appearances at this tinme beginning
wi th the pipeline conpany.

MR, MARSHALL: Thank you, Your Honor, |I'm
Steve Marshall representing O ynpic Pipeline Conpany.

JUDGE WALLIS: For intervener Tesoro.

MR. BRENA: This is Robin Brena on behal f of
Tesoro, and with ne is David Wensel .

JUDGE WALLIS: And for intervener Tosco.

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

JUDGE WALLIS: And for Comm ssion Staff.

MR. TROTTER: Donald T. Trotter for
Commi ssion Staff.

JUDGE WALLIS: The purpose of today's session
is to discuss the status of discovery responses and the
adequacy of responses that O ynpic has provided to
Tesoro and Tosco. As we begin, | would like to ask
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particularly M. Brena to do your best to bring the

t el ephone mni crophone close to your nouth and to raise
the volune of your voice so that we can be sure that al
of us and the court reporter hear you.

The others are coming in loud and strong,
but, M. Brena, |I'mhaving to strain to hear what you
say.

MR, BRENA: | will do nmy best, Your Honor.

JUDGE WALLI'S: Mich better, thank you very
much.

Let's begin with a very brief description of
status. If | nmay make a brief statenment based on what
the parties have indicated, it is that Tesoro has pl aced
some di scovery requests, data requests to O ynpic.

QO ynpi c has responded to those requests, and at this
juncture Tesoro believes that the nature of the
responses i s inadequate for the purposes that the data
wer e requested.

Is that an accurate summary, although a very
brief one, M. Brena?

MR, BRENA: Your Honor, | would point out
that this is not data requests that we're requesting.
We're requesting conpliance with Your Honor's order to
conpel. So this isn't a situation where we have j ust
sent out discovery requests and there's a question about
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the response. W have had one notion to conpel in order
to get a response at all. W had a second notion to
conpel at which Your Honor entered a very specific
order. And so the way that | would summarize it here is
that we are trying to seek conpliance with Your Honor's
order to conpel.

JUDGE WALLIS: M. Marshall.

MR. MARSHALL: Yes, | believe Your Honor
stated it correctly.

JUDGE WALLIS: Very well. Today O ynpic
Pi pel i ne Conpany has provided by fax filing and by copy
via electronic mail two docunents. The first is a 26
page docunent entitled Tesoro West Coast Conpany's
Notice of O ynpic Pipeline Conpany's Nonconpliance with
Order Conpelling Discovery. And the second docunent is
entitled Tesoro West Coast Conpany's Mtion to Conpel
Responses to its Second Set of Discovery Requests
Rel ating to O ynpic Pipeline Conmpany's Anended Petition
for Imedi ate Rate Relief.

Let's go through first of all the notice of
nonconpl i ance and identify the issues that are contained
in that statenent. | will note that this matter was
called for beginning at 2:30 this afternoon. It was
del ayed for a short while because of the need to track
down the documents that were sent in and was, after all
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the parties got on the line, was delayed further until
3:30 so that parties could read the docunments and as
appropriate engage in discussions ainmed at resolving the
matters identified therein.

M. Brena.

MR, BRENA: Yes, Your Honor.

JUDGE WALLIS: Beginning with the notice of
nonconpl i ance.

MR. BRENA: Are you asking for a suggestion
about how best to proceed?

JUDGE WALLIS: No, I'm suggesting that we
proceed by goi ng through the notice of conpliance
begi nni ng now.

MR, BRENA: Okay. Well, | would propose to
do it just an itemat atine if that's acceptable.

JUDGE WALLI'S: Yes, please proceed.

MR. BRENA: Roman Numeral Number |1 on the
bottom of page 3 is throughput. Your Honor ordered them
to provide the throughput information which we
requested. That order was somewhat nodified in the |ast
pre-hearing conference so that O ynpic was afforded the
opportunity to list affiliate shippers by name and
i ntervener shippers by nanme but to indicate
non-affiliated non-intervener shippers by code, and that
was acceptable to Tesoro.
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We have not received any throughput
information to date. Instead we just -- we have
recei ved subsequently a letter that apparently they sent
to all of their shippers with regard to the throughput
informati on that we requested trying to request
objections toit. W would |ike a date set when we
could get the information that we have requested.

JUDGE WALLIS: M. Marshall

MR, MARSHALL: Yes, Your Honor. On Friday we
sent an attachnent to Interrogatory Nunber 20.
believe I not only E-mmiled but al so by Federal Express,
mul ti pl e pages totalling over 30 pages of information
about throughput as best we could assenble that. It
i ncl udes every point at which the products were being
shi pped, the anpunts of product, the rates for the
product, by all the different shipping points.

In answer to what M. Brena wanted, there are
four refineries. The specifics of refineries are that
at Cherry Point, there's an Arco refinery, and then
there's a Tosco refinery. At March Point, there is an
Equilon refinery, and there is a refinery for Tesoro.

If you look at those points of delivery or at the place
where those originated, all that the interveners had to
do is to back out their own anmounts, and they find out
t he amount of both Equilon and Arco.
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We're trying to back that out for them do
that additional cal culation, but they have now enough
information to know all of the throughput information
fromall of the places where product is being shipped to
all place at all prices in this extensive filing that we
made on Friday. The mathematical backing out they can
do, but we will commit if Your Honor wants us to do that
additional math for them as well

JUDGE WALLIS: How burdensone is that or
woul d that be to acconplish?

MR, MARSHALL: Well, | don't think it would
be that burdensone, but, you know, we provided them all
the information that we think is responsive and conplies
except for that calculation. That calculation again is
one that | think can be done by Tosco and Tesoro as wel
as by us, but we will comrit to go ahead and do that if
they believe that they need that for whatever purposes.

JUDGE WALLIS: M. Brena.

MR. BRENA: First, the request wasn't by
refiner, the request was by shipper. And there are
shi ppers that ship fromeach of the refiners that are

not in -- that are not affiliated or that are
affiliated, and so they're -- they sinply didn't list it
the way that -- the way that we asked for it or the way

that the Comm ssion allowed themto do it. G ven that
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we're in an expedited situation, that we're trying to
comply with their emergency request, and given that they
have this information readily avail able, we know because
they produce it for Tesoro each nonth what Tesoro's

t hroughput is, they have it broken out by shipper. |

t hought we were fairly clear. | thought the origina
order to conpel was fairly clear. | thought the
subsequent nodification to the order to conpel suggested
by Chai rperson Showalter was fairly clear. They haven't
provided it.

In addition, we have requested the
information to date, and the | ast date of the
information -- the reason that we did that is because
their throughput took such a step up in Septenber, and
made a very specific point of wanting throughput all the
way t hrough Novenmber. And so | would request that the
i nformati on be provided through Novenber and that it
al so be updated through Decenber as soon as it's
avail able to us, which should be prior to the hearing.
The reason why that is so inportant in this case, as we
argued originally, is because there has been a
substanti al change in throughput since July when al
four of the refineries have cone on line, and there is a
substantial change as well in Septenber when the FERC
rate was allowed to go into effect w thout review
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So in summary, | want the information the way
that the Commi ssion ordered it to be provided. | don't
want a work project from O ynpic.

JUDGE WALLIS: M. Marshall

MR, MARSHALL: Well, we provided infornmation
that we had, which includes all of the information on
2001 volunes for '98, '99, 2000, and 2001 all the way
t hrough the end of Septenber, which is the last closing
date for the availability of the information. As
information is tallied up and becones avail able, we will
provide it, but we have provided all that we had.

MR, BRENA: He indicated the last closing
date was Septenber. M reading of what he supplied is
that they have provided October, October 1st
information. They had this information available. They
know what their throughputs are by shipper. |It's
conputer generated. |It's provided to Tesoro. W want
it for Cctober and Novenber.

JUDGE WALLIS: When is it nade available to
Tesoro?

MR. BRENA: | don't know the answer to that
questi on.

JUDGE WALLIS: So you don't know whet her they
have any information that is nore tinely than Septenber?

MR. MARSHALL: Sonetines, Your Honor, what
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happens on these shipnents is that there are m xi ngs of
product, and it's a technical thing. |If they send out
bat ches of product on the pipeline, there's a m xing
and there's a holding tank by which shippers are then
credited with shipnents of product that had to be taken
off line and m xed and then reintroduced back into the
system | think the issue here is sinply one of what
the final nunbers are rather than prelinmnary nunbers.
And so even though sonebody can tell what's been
shi pped, the actual amounts that have been shi pped and
the dollars that have been shipped and the dollars that
have been shipped don't get tallied up until all of the
bal anci ng transactions and this generation of batching
novenent vol unes has been taken into account. |'m not
sure | know all the specifics about that, but it's not
as easy to say |like punping your own gas in your car
There are these bal ancing and reconciliations that have
to be done.

What we have provided is we have been
provi ding as nuch information as | understand from
A ynpic as to what these volunes are as those vol unes
are finally tallied. 1It's a different question as to
whet her they want the prelimnary data. |f they want
prelimnary data in an unofficial form we could ask
that, find out if that's available to that point. But



00325

t hat woul dn't
i nformation,
finally do all that.
MR. BRENA:
Tesoro to see

necessarily

nom nati ons process,
capacity in the current

t hey

and the totals nght

Your
I"'mquite sure that they don't
two and a half nonths after they ship.

keep track of the information currently,

nont h,

i ncl ude the bal anci ng

be of f when they
Honor, we are checking with
get a bil
Not only do they
but through the
they all ocate shi pper
so they have al ready

have - -

al | ocat ed Decenber capacity anong all the shippers. So
they could not only provide October and Novenber, but
they al so have all the shipper nom nations and
al l ocations for Decenber. So they could bring this, you
know, setting aside mnor corrections for bal ancing,
they could bring this all the way up to January 1st now.
MR, MARSHALL: Your Honor --
JUDGE WALLIS: M. Brena, do you concede that

t hey provided information

as you requested for the

period up through Septenber?

MR. BRENA: No,
shi ppers. They have not
woul d be very -- it would

provided it

t hey have not indicated the
by the shipper. It

be -- it's inpossible to break

that down the way that they're suggesting breaking it

down.
refiner,

They're trying to provide us information by
and even that calculation is inprecise.

We
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don't have the information we need for that cal cul ation
either. But the way that we requested it and the way
that the Conm ssion ordered it to be conpelled was by
listing by an individual affiliated shipper, intervening
shi pper, and then by the non-affiliated non-intervening
shi ppers individually by individual code.

JUDGE WALLIS: Wiy is that information
i mportant to your client in preparation for the hearing
as opposed to the nore generalized information?

MR. BRENA: Let nme ask for clarification, is
it Your Honor's intension on each of these points to
argue the reasons for the notion to conpel anew? | nean
I'm happy to do that if that's what Your Honor woul d
like to do --

JUDGE WALLIS: My preference would be --

MR, BRENA: -- order to conpel --

JUDGE WALLIS: M. Brena, can you hear ne?

MR. BRENA: -- very specific, and if it would
be hel pful to Your Honor to go back and reargue the
nmotion to compel, | will do it.

JUDGE WALLIS: M. Brena, can you hear ne
when | speak to you?

MR, BRENA: | heard what you said just then,
yes.

JUDGE WALLIS: | have nore than once asked to
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interject while you' re speaking, and you have not
responded.

MR, BRENA: Oh, | have not heard your
attenpts to interject at all.

JUDGE WALLIS: Al right.

It is not ny intention to go through and
reargue your notion. However, it is nmy intention to do
nmy best to resolve the issues. And to do that, | need
to know when the two of you are engaged in a dispute
what the facts are and what information is avail able.

If I don't have that information, | don't know whet her
t he conpany has conplied to the best of its ability to
conply. That's the reason for nmy inquiries. | would
much prefer not to be here until late this evening
working with you, but if that's what it takes, then
that's what we will do.

MR. BRENA: Thank you, Your Honor. |
understand the way that you're directing ny response.
Let me say that we need the information broken down so
that we can analyze affiliated versus non-affiliated
shipments. W asked for it to be broken down by
i ndi vi dual shippers so that the inpact on the individua
shi ppers of the interimrate could be assessed and
commented on. W thought it inportant to bring to this
Commi ssion's attention and cone forward what the inpact
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of the ultimte decision would be on individua
shi ppers, whether individually identified or not, as
well as on the affiliate and non-affiliate m x because
of the affiliated issues inherent in their emergency
request.

MR. MARSHALL: And, Your Honor, we believe

that that's being done, because first of all, the two
i nterveners, Tosco and Tesoro, know exactly what the
impact is. In fact, we have asked questions of Tesoro

on what the financial inmpact would be, and they cl ainmed
that they can nmake that cal cul ation |long before we even
sent out the shipper information on throughput. The

i mpact of the rate on other non-interveners seens to be
irrel evant since they haven't conpl ai ned. And besi des,
we're not ordered to identify them specifically by nane
in any event.

As to the affiliated interest, that is the
shar ehol ders of O ynpic, both Equilon and Arco, we
bel i eve that information can be derived from what we
produced, but we're willing to do that math for
M. Brena if he wants to have that math done. But the
sinple fact is that the inpact of the interimrate can
be cal cul ated by Tosco and Tesoro right now and has been
capabl e of being conmputed a |ong tinme ago.

JUDGE WALLIS: Are there --



MR. BRENA: A coupl e points.

JUDGE WALLIS: M. Brena.

MR. BRENA: I n response.

JUDGE WALLIS: M. Brena, excuse ne.

MR, BRENA: |'m sorry, Your Honor, did you
just interject?

JUDGE WALLIS: Yes, | did. M. Brena, in
terms of affiliated interests, are there individual
shi ppers other than the refiners that are affiliated
i nterests?

MR. BRENA: | don't know the answer to that
questi on.

JUDGE WALLIS: M. Marshall, do you know the
answer to that question?

MR. MARSHALL: Yes, the answer is no, there
are not.

JUDGE WALLIS: Very well. M. Mrshall,
pl ease do as you have indicated the mathematics to
identify the shipnents by refiner.

MR, MARSHALL: We will do that, Your Honor,
right away and get that information to M. Brena before
the close of the day tonmorrow his tine.

JUDGE WALLIS: Very well.

MR, BRENA: |f | nmay be briefly heard.

JUDGE WALLIS: M. Brena, you're fading
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again, | am having trouble hearing you.

MR. BRENA: [f | nmay be briefly heard, it was
my understandi ng of the |ast pre-hearing conference that
the informati on was available by affiliate shipper as
well as by third party shippers and that it would --
they asked to and were given permission to substitute a
code for non-affiliated non-intervener shippers. Now
that's what they requested fromthe Conmi ssion, that's
what the Conmi ssion allowed themto do, so | would ask
for that information in that format.

The information by refiner does not break it
out by shipper. For exanple, there may be, in fact, a
consi derabl e amount of the shipnents from Tesoro's
refinery are not shipped by Tesoro, they're shipped by
i ndependent shippers. And so you just can't get a
pi cture of the system by shipper if you break it down by
refinery, because that's only 4 people, and there are
t hey have indicated 70 shipping on this line or 29
active. That's inmportant information for us to be able
to have.

For exanple, he suggests it's a mathematica
calculation at Cherry Point, that at Cherry Point there
is Tosco and there is -- and there is the Arco refinery.
Well, comng fromboth of the first, one is affiliated
and one is not affiliated, so we would need to know
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Tosco's volunes to subtract fromthose volunes. And
even that would not give us the information by shipper
because comi ng out of either the Tosco or the Arco
refinery may be considerabl e shipnents by an
unaffiliated shipper. And it's the sane situation with
regard to consuner refineries Equilon and Tesoro.

MR. MARSHALL: Your Honor, if that's the
case, we'll note that too in our calculations that we
provide to M. Brena.

JUDGE WALLIS: Very well, so long as the
shi pnents that are undertaken by the affiliates are
identified, | believe that will satisfy M. Brena; is
that correct?

MR, MARSHALL: It appears to be --

JUDGE WALLIS: M. Brena.

BRENA: That they be identified by?
MARSHALL: By shi pper

BRENA: By i ndividual shipper?
MARSHALL: The affiliated and

non- afflllated by individual shipper.

MR. BRENA: And to the degree that they're
not an affiliated shipper that there be an individua
code for that shipper substituted for the shipper nane.

MR, MARSHALL: Well, we agreed to redact that
information. | don't know if we agreed on the

%555
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1 particular code that can be cracked by sonebody at a

2 later tine.

3 JUDGE WALLIS: The information was to be

4 redacted, yes.

5 MR. MARSHALL: Right.

6 MR. BRENA: And a code was to be substituted.
7 JUDGE WALLIS: No, | don't recall that,

8 M. Brena. So you will have the information regarding
9 shipnents by the affiliates and information regarding
10 shipnents by non-affiliates in sone detail as |
11 understand the status of the discussions at this point,

12 and that will be delivered to you by close of business
13 tonorrow
14 MR, BRENA: Okay. Roman Nunmeral Nunber 111

15 nonthly financial statements. There are two issues in
16 this area. One is prior to BP Anpbco taking over the
17 operation of the Iine, and the second is trying to get
18 it up to date. | have tried to articulate the reasons
19 why we need it to date. There has been a substantia
20 change in their financial position and inproving

21 financial position. W're trying to get the evidence
22 that we need to present that to the Commission for its
23 consideration. OQOynpic nust maintain their nonthly

24 records on a conmputer system They shoul d provide those
25 so that we have all the way through Novenber, and
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Decenber if it's available in projected. And when
Decenber is actual, it should be made avail able to us.

In addition to that, there is the Equilon
information. That's very inportant information for us
because that is the period in tinme when they ran up
these large affiliated debts. And so far, they have
argued that the Equilon information was not available to
them Now they have prepared their 2000 year tax
returns, and they had to have access to the information
for the entire year 2000 in order to prepare those tax
returns.

Equi l on continues to be a sharehol der and a
third ower on this pipeline and is fully capabl e of
responding to this sort of request. And Equilon and
Arco, a conpany that BP acquired, has had -- owns two
thirds of the conpany and has this information provided
to the board nmembers that served on the boards
conti nuously throughout the change in managers. It is
not -- it is -- it -- and it might, if my nmenory of our
| ast conversation was correct, there hasn't been a
formal letter or request to Equilon to produce this
information. Now | would just bet -- | nean Equilon
stands to gain by this interimrate increase in an
anount equal to a third of the rate increase. The idea
that an owner, that one owner can conme before the
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Commi ssion and argue that it can't get information from
t he ot her owner who continues to own and have a direct
financial interest inthis interimrate is strange

i ndeed.

And | would like this information to be
ordered to be produced and if -- and | will bet that it
can be very easily. | point out that nmonthly financia
information is usually printed and presented to the
board at its -- at its nmonthly neetings, and there's
just no reason in the world why we can't have this
information, why it's not on a conmputer systemthat they
can just print it out. They have worked with it, it's a
current owner, and they have worked with it in the past
for preparing the tax returns, and they have it.

There's a party before this proceedi ng asking for a 62%
rate hi ke but apparently not willing to provide
information with regard to when it acquired this huge
affiliated debt. So | would ask again for the

i nformati on from January 1, 2000, through Novenber, and
I would ask that it be conpell ed.

JUDGE WALLIS: Was that January 1 or July 1?

MR, BRENA: January 1, 2000.

JUDGE WALLIS: Because your --

MR, BRENA: We're asking for all the
informati on for 2000 and 2001, January 1, 2000, through
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Novenber 2001.

JUDGE WALLIS: Very wel |

MR. BRENA: And Decenber when it's avail able.

JUDGE WALLIS: M. Marshall

MR, MARSHALL: Yes, M. Brena is wong again.
We provided to himlast Friday as an attachnent to the
request for Production Nunber 8 our -- |'msure of that,
because we doubl e checked, and we faxed himagain the
i nformati on today, which |I've got a date stanp on that
as well showing that we did go back and recreate the
data, find that we've got the information that Your
Honor requested us to provide prior to July 1st, 2000.

The additional request was to provide nonthly
i ncome and expense statenments as well as the bal ance
sheet s begi nning January 1, 2000, to date that we
mentioned in our first answer that we had a difficult
time getting information from Equilon prior to July 1st,
2000. So Your Honor ruled that the conpany shoul d
provi de i nformation for the year 2000, which according
to the representations it has not, and should provide on
a nonthly basis informati on on nonths that were not
available at the tinme of production but becane
avail abl e.

So what we have done in this attachnment to
the request for Production Nunber 8 is to provide the
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i nformati on from January 2000 when, of course, Equilon
was operating this, through the end of June of 2000,
conplying with that information fromthe Adm nistrative
Law Judge. Insofar -- the idea that sonehow we can nake
estimates of our bal ance sheets, what they're going to

| ook I'ike for Decenber is -- | don't know where he cones
up with that idea. There really -- there isn't any

i ncome statenment for Decenmber. For Novenber, | don't
know if there is any new i ncone statement, even

unaudi ted, but we will check and find out if one has
becone avail abl e, which is what Your Honor asked us to
do, which is when they becane available to nmake those
avail able to Tosco and Tesoro, or at |east to Tesoro.

MR. BRENA: This is Robin.

MR, MARSHALL: | would point out -- let ne
finish -- | would point out that these incone statenents
that we have provided to Tesoro are unaudited
statements. They are the bal ance sheets, the best that
could be provided. They go into the details that we
provided in the prior information, same format that we
provided the July 1st, 2000, up to the current tine that
we had them

Now go ahead.

JUDGE WALLIS: M. Marshall, have you
provi ded the information through Novenber?
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MR. MARSHALL: |'m going to check, but |
don't -- | don't knowif we have. |If it has now becone
avail able, we will go ahead and do that and send it off.
| don't think that that will nake nuch difference in
anybody's testinony, but we will go ahead and provide

t hat .

JUDGE WALLI'S: But you have provided it
t hrough Cct ober?

MR, MARSHALL: Yes, we have.

JUDGE WALLIS: Very well.

M. Brena.

MR. BRENA: Well, Your Honor, first |I would
like M. Marshall to indicate specifically where he felt
that the information was provided with regard to the
year 2000.

JUDGE WALLIS: M. Mrshall.

MR. MARSHALL: Yes, it's -- we believe that

it's -- we have -- | have it shown here that it was
faxed to M. Brena. Hold on a minute here, |I'm being
shown sonething here. So | think -- | don't know if

M. Trotter is on the line if you have gotten a copy,
but | believe M. Brena has a copy of this.

MR, BRENA: A copy of what, M. Mrshall?
I"mjust trying to identify the docunent.

MR. MARSHALL: It's called attachment to RFP
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Nunmber 8, and the very first sheet says O ynpic Pipeline
Company | ncone Statenent, January 2000, unaudited, and
it goes on to contain maybe another 13 or 14 pages which
take you up to the end of June 2000. It goes nonth by
nonth from January to February to March to April to May
t hrough June.

MR. BRENA: |Is that an income statenent or a
forecast?

MR, MARSHALL: A forecast, it would be just
what | said, Oympic Pipeline Conpany incone statenent
January 2000 unaudited, and it provides operating
expenses, non-operating expenses, revenues, provision
for incone tax, throughput, sharehol der equity,
liabilities, property plant equipnment, all of the sorts
of things that we had provided in the earlier
docunent ati on.

MR. BRENA: And --

MR. MARSHALL: Provides a balance -- there's
a bal ance sheet in addition to the statenment of income
for each of the different nonths that have been
request ed.

MR, BRENA: And you're saying that would --

MR, MARSHALL: -- ny understanding is --
MR, BRENA: -- supplenment --
MR, MARSHALL: And |I'm not an accountant, but
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that's the best understanding | have.

MR. BRENA: M. Marshall, are you saying that
was attached, the 14 page financial statenment was
attached to the suppl enental ?

MR, MARSHALL: It's attachnent to Request for
Producti on Nunber 8. | believe if you check, you have
that. And if you haven't, we can fax it again, but |
show that it was faxed to you and re-faxed.

JUDGE WALLIS: M. Trotter, do you have that
docunent ?

MR. TROTTER: | don't know. My notebook,
because of the volune of discovery going on at the
Conmi ssi on, ny paral egal doesn't have everything in the
not ebook yet. This did not cone through on the initial

filing. | don't have the supplenental in nmy notebook
yet.

MR. MARSHALL: | have been corrected. It's
been E-mailed to the parties. | guess it was converted

into a file and then E-nmmil ed.
MR. BRENA: On what date was it E-nail ed?
MR, MARSHALL: Well, again, | think you have

it. | think if you check your E-mmils, you have it.
MR. BRENA: Well, we have checked -- well,
first of all, it's nmy understanding that all discovery,

that E-mail is a courtesy, but it's to be faxed. W
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have not received a fax of that information. It's not
included in materials that we have reviewed. W haven't
received that in an E-mail format either, but as
everyone is aware, we have been having sone difficulties
with our E-mails. But we received the E-mail that we
phoned that your office indicated was the |ast E-mail
that we were to receive. W printed out every report on
those E-mails, and | have had nmy office staff go back
t hrough and confirm those, and we have not received that
docunent that you're describing.

Perhaps M. Finklea can -- could coment as
to whether or not he's received it.

JUDGE WALLIS: M. Finklea.

MR. FI NKLEA: Yeah, M. Marshall, this is
response to Request for Production Nunmber 8.

MR, MARSHALL: Nunber 8.

MR. FI NKLEA: Okay, | have an E-mail that is
-- that purports to have response to Request for
Production 8, 9, and 13.
BRENA: What's the date of the E-mail,

2

Ed?

FI NKLEA: It's this afternoon at 2:45.
BRENA: This afternoon?

FI NKLEA: Yes.

MARSHALL: We wanted to nmke sure that

2553
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everybody had that. Apparently you do, and if you want

it faxed -- first of all, | don't understand that we
have sone kind of an order or agreenent that we will fax
everything as we E-mail it. W have been trying to

Federal Express everything as we get this pulled

toget her, but ny understanding is that we woul d provide
in the sane format to everybody, all parties at the sane
time information. And we wanted to make sure that this
i nformati on got at least E-mailed to everybody at the
same time so that you all had that, and then reconfirm
that. But the point is, it's a real sinple point, that
this informati on has been provi ded.

MR, BRENA: M. Finklea, did you receive that
prior to 2:40 today?

MR. FINKLEA: No, | received it at 2:45
today, and what | have, | have just been opening the
docunent, these are inmmgi ng docunents, and the one that
is an attachment to RFP Nunmber 8 is a January 2000
unaudited -- it does | ook |like something of an incone
statement. [It's January.

MR. BRENA: Your Honor, we haven't seen that.
Qur understanding was the | ast responsive di scovery was
served on us Friday afternoon. |In fact, the | ast
di scovery indicated that. W haven't received that
E-mail, but our E-mail is not reliable right now CQur
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server apparently is having some delay problens. |
would like that to be faxed to us. It sounds as though
it may be responsive.

MR, MARSHALL: We're faxing that to you as we
speak.

MR, BRENA: -- that after | file a pleading
to conmpel the discovery is sonething that is sonething
that is put in an E-mail to me, and it wasn't in the
Fedex package, and it wasn't faxed to us previously.

MR. MARSHALL: We thought we provided it to
you when we got your faxed copy of your notion to conpel
monments before the conference was supposed to commence
After we took a |ook at that, we wanted to make sure
that you --

MR. BRENA: The other point --

MR. MARSHALL: -- and therefore -- we're
trying to be responsive, and | believe we have been.

You have it in E-mail form W're faxing it to you as
wel | because you now told us sonmething that | didn't
know, that your E-mail was having a problem so you
ought to have that.

JUDGE WALLIS: Gentlenen, | need to interject
that we can have only one person talking at a tine,
because when two people talk, both voices break up, and
it's inmpossible for the court reporter to take any
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si ngl e person's conments.

Now, M. Marshall, when we began this
di scussion, did you know that the material had only been
provi ded a few nonents ago?

MR, MARSHALL: When we began this discussion,
we wanted to reconfirmthat, because we saw M. Brena's
request saying that he hadn't gotten it, to shoot it to
him And if there was sonme kind of information that we
didn't convey earlier, we wanted to nake sure it was
conveyed. My statenent is | thought that that had been
provi ded earlier. W had re-sent this, and we have
re-sent it in the formthat was nost likely to arrive
there as soon after we got his notion as we could find.
| told M. Brena, anpng a |lot of the other responses
that we sent, M. Brena, we have already responded to
this, and this was anot her exanple of one that we
believe that we have responded to. |If we hadn't, we
made sure that we got that information off to him

MR. BRENA: This is Robin Brena. W have
never been told that that information was provided. W
have never received it. The fact that he read our

notion and put it on the E-mail, you know, that doesn't
change anything. Here I'min a position, | stil
haven't seen it, | still amnot able to reviewit, and

still don't know whether or not it's responsive to ny
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request, and this is the third pre-hearing conference at

which this topic has come up. So I will -- | nean |
have -- | have no choice but to wait until he faxes it
and gets it to me and have an opportunity to reviewit.
Before | conplete this, | would |like Your Honor to

conpel themto do that. And, you know, the idea of
sending it to us, you know, after the pre-hearing
conference is set to begin, that's not conplying with
Your Honor's order at all and |ike many of the other
responses.

And also, | would like to focus on | would
like current financial information. Now | would like it
t hrough Novenber, and there is no reason in the world
this conmpany can't produce that information. |t nust
keep -- | nmean it's run by a huge conpany, and there's
no reason why they can't have up-to-date financia
informati on on their conputer systens just a push button
away. That information is going to denmpnstrate a
dramatic inprovenent in their financial condition, and
["'mentitled to look at it. So | would like the
i nformati on through Novenmber, and I would like it
t hrough Decenber when it's available, and it should be
avail able prior to the hearing in January.

JUDGE WALLIS: M. Marshall --

MR, BRENA: |f there is a hearing in January.
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JUDGE WALLIS: M. Marshall, if there's any
ot her topic as we go through these elenents that you
have provided only today, it would help to cut short the
di scussion by a considerable anount if you identify that
to us in your response to M. Brena.

MR, MARSHALL: The only thing that | can
think of that we provided today that we didn't think we
had al ready provided are the mnutes of the neetings of
the board of directors. And as | explained to M. Brena
before we got on this call, those are not official
m nutes, they are draft mnutes, but we sent those out.
| believe we sent themout by E-mail and fax, but I'm
not sure. I'mgoing to check with -- we sent them by
E-mail, so perhaps we need to fax those as well to
M. Brena. But we did tell M. Brena earlier in a
conversation that those were available in at |east draft
form They're not -- because they had not been approved
by the board or signed off in any kind of formal way, we
didn't stand on that, but we gave himthe best we could
for the draft m nutes.

JUDGE WALLIS: Very well.

MR. FI NKLEA:  Your Honor, | will note that
what | received does appear to only be the 12 nonths of
the year 2000 and no inconme statenent information for
the year 2001.
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MR. BRENA: Well, then we would be absent the
first six nmonths of 2001, nonthly income information for
2001, M. Finkl ea?

MR. FI NKLEA: That's what | can ascertain
fromwhat |'m seeing fromwhat | have been able to print
of .

MR, MARSHALL: No, no, no, you have the 2001
information. This is only asking us for infornmation
prior to July 1st, 2000, because we provided everything
foll owi ng January 1st, 2000, through the |ast date that
we had a conplete income statement for Oynpic. People
have conme back and asked us, this was in response to
Request for Production Nunber 8 in the initial set that
came out back, oh, | don't know how many weeks ago, but
the information for 2000 from July 1st through 2001 has
been provided already. That wasn't even an issue
bef ore.

MR, TROTTER: Your Honor, if | might, this is
Don Trotter, we did get in response to Request Nunber 8
i ncome statements for 2001 up through Septenber.

JUDGE WALLIS: Very well. M. Marshall, wll
you see whether the information is available for the
nmont hs of October and Novenber. If it is, provide it by

cl ose of business tonorrow. And if it's not, provide it
and the information for Decenber as soon as the
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information is avail abl e.

MR. MARSHALL: Yes, Your Honor, we wll.

JUDGE WALLIS: Very well

MR. BRENA: The Roman Nuneral Nunmber 1V is
the nonthly budgets and cash flow, and cash flow
statements, and | would just repeat the sanme argunents
that | had with regard to the income and bal ance
information with regard to the prior Roman nuneral .
really have nothing to add.

JUDGE WALLIS: M. Marshall

MR. MARSHALL: Again, | suppose the rea
i ssue is one of have we provided information to them
showi ng what actually occurred rather than what was
budgeted. Requests in other forns have asked for what
our budgets are for the year 2002, and we have expl ai ned
i n suppl enental answers that those budgets have been
adopted, but they're very tentative because they depend
on the outconme, for exanple, of this rate case. And
think that when we conme to the budget for 2002, we have
tried to respond to what the budget is for that.

But as for past periods, it doesn't -- | nean
when you have financial information as to what was
actual ly spent and what the noneys were actually going
to, we thought that was nore than responsive to the
i ssue about what's been requested. And also we m ght
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want to point out that FERC Form 6 provides a |ot of the
budget information in terms of the actuals for prior
years. We have a financial forecast that we attached to
Request for Production Nunber 9, and the financial
forecast -- and | suppose that may be an issue about
what do we hope to have so what were we trying to budget
for. But those forecasts have al so been provided.

MR. BRENA:  Your Honor, this is Robin Brena,
suppl enental response --

MR, MARSHALL: -- supplenental response to
Producti on Nunber 9.2 has a statenment of cash flow as
wel | .

JUDGE WALLIS: M. Marshall.

MR, MARSHALL: Yes, |'msorry.

JUDGE WALLIS: Both of you were tal king at
the sane tine, and the reporter just can't hear what
anyone says. So, M. Brena, please don't interrupt
M. Marshall.

M. Marshall, please don't interrupt
M. Brena. O herw se nothing either of you says can be
heard.

MR. BRENA: |'m sorry, Your Honor, that was
my fault. | thought he was through talking.

MR, MARSHALL: No, | was just trying to add
that al so on our prior Request for Production Nunber



00349

9.2, we provided a statenent of cash flows. And that
set, of course, is also part of the forecasting that
tried to be acconplished here, all the information that
I think has been responsive to these requests for
detail ed financial information.

JUDGE WALLIS: M. Brena.

MR. BRENA:  Your Honor, | don't understand
M. Marshall's conmments in light of the -- on their
suppl enental responses on page 42 with regard to the
cash flow and nonthly budgets and cash fl ow statenents
begi nni ng on January 1, 2000, to date, their
suppl enental response was to be provided. That was
their response as of Friday.

Now i f | understand everything he just said,
it's that it's already been responded to. It hasn't
been. W need and want and have requested and the order
to conmpel has been entered that they would give cash
flow statements for each nonth, actual cash flow
statements. What they had previously provided were cash
flow forecasts for a year in which they had actual cash
flow information available. W want actual cash fl ow
statements, we want themthrough Novenber, and we want
t hem t hr ough Decenber when they becone available. And
our understanding of their response was they were to be
provi ded, and |'m here just asking for when, not arguing
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about whether or not they have.

JUDGE WALLIS: M. Marshall

MR, MARSHALL: Well, we think that they have
been provided, and | think that the earlier question
about Request for Production Nunber 9 was to try to
obtain information in the possession of Equilon.

But in ternms of what the forecast, you know,
we have provided that in terns of what was actually
spent, so the actual budgets and cash flow statenents
are better provided with the actual statenents. For
going forward on forecasts with cash flow and for
budgets on 2001 and 2002, we separately provided those,
and we have provided attachnents 9.1 and 9.2, which goes
beyond what this prior notion to conpel required.

Now to the extent that there are some nore
cash flow paynments in Cctober and Novenmber, we will
foll ow Your Honor's order on that as well as the prior
order in terms of unaudited incone statements as they

becone available. |If they're available now, we wll
provi de them now. And when they beconme avail able for
Decenber, we will provide them when they becone

avai | abl e for Decenber.

MR. BRENA:  Your Honor, this is Robin Brena.
What we have is a statenent of cash flows January
t hrough Septenber for 2001. W do not have anything for
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Oct ober, Novenber, or Decenber or any sort of cash flow
projections on their part. W do not have any statement
of cash flowwith regard to the year 2000, nonthly cash
flows.

JUDGE WALLIS: M. Marshall, were any of
t hose documents sent?

MR. MARSHALL: Well, | believe on the -- for
the year 2000 again, all of the income statenents
including all of the information that we have avail abl e
from Equi l on we have provided. That's it. But it's
pretty extensive, as other people on this |ine have
stated. They include the inconme statenents and the
assets and the liabilities, equities, operating
expenses, non-operating expenses, incone tax
information. |'mnot sure | understand what a budgeted
anount woul d have acconplished from Equilon that we
haven't already provided in this other information.

But, you know, the problemis we don't have anything
nore than what we have provided from Equil on

JUDGE WALLIS: Okay, just so I'mclear in ny
own under st andi ng, what you're saying is, taking
everybody's coments together, that O ynpic has provided
the information for January through Septenber of the
year 2001, and it's in a formthat M. Brena requested,
is that correct?
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JUDGE WALLIS: No, I'masking M. Brena.

MR. MARSHALL: Ch.

MR, BRENA: W did receive January through
Sept enber cash flow information. It's al npbst inpossible
to discern anything fromsuch a small print, soif it's
available in electronic format, we would like it that
way. But Your Honor is correct that that is what we
have received and all we have received. W have not
recei ved --

JUDGE WALLIS: Okay, well, let's take it from
t here.

As to the information for the year 2000,
M. Marshall, are you saying that that information is
not avail able except to the extent that docunentation
has al ready been provided to M. Brena?

MR. MARSHALL: Yes, the incone statenents,
t he unaudited inconme statenents are all that we have had
from Equilon for that period prior to January 1st, 2000.

JUDGE WALLIS: Very well. Wuld you ask
Equilon if it has additional information conparable to
the information that you have sent for January through
Sept enber of 2001?

MR, MARSHALL: Yes, we may well have al ready
done that, but we will reconfirm
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JUDGE WALLIS: Very well. And do you know if
i nformati on for October, November, and/or Decenber is
now avai |l abl e?

MR. MARSHALL: | do not know, but | will
check for you as we agreed to do so in the prior
request.

JUDGE WALLIS: Very well. And if it is
available, will you provide it by the end of the day
tomorrow? And if it is not, will you provide a
statenment to that effect?

MR. MARSHALL: Yes.

MR. BRENA: Your Honor, this is Robin, if |
could just add one thing. W have also asked for cash

fl ow budgets, | nean cash flow statenents. So to the
degree that they have a projected cash flow for 2002
that woul d be responsive, directly responsive. It's ny

understandi ng fromthe technical conference that they do
project cash flow information for a |imted.

And then | would like to nake just one point.
So far as | amaware fromthe coments, nobody has even
asked Equilon for any of this information yet. | am
very concerned and continue to be concerned with this
suggestion that an existing sharehol der who owns a third
of this conmpany who operated this previously is not
willing to make the information within its contro
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available to this Conm ssion and to the interveners.
There is no excuse whatsoever for an existing owner not
to provide information to support its own rate increase.
So I, you know, if where we're leaving this is if he
needs to make a call and have them say, well, it's not
readily available, then that's, you know, that's not
sufficient for us. They should be able to provide the
i nformati on for cash flows for the year 2000.

That is very inportant. They ran up $100
MIlion of affiliated debt in the year 2000. Whatcom
Creek was paid for in the year 2000. The statenent of
cash flows with regard to who should bear the burdon of
this interimrelief, that goes central to what we're
trying to put forward here. So we want -- we want in
the strongest possible terns not to have the current
operat or owner hide behind the former operator who
continues to own this |ine when they have had continuous
board menbers the entire tinme.

JUDGE WALLIS: M. Marshall

MR, MARSHALL: Yes, Your Honor

JUDGE WALLIS: Are you requesting this
i nformati on on an ongoi ng basis from Equil on?

MR. MARSHALL: Yes, we are. And as we
poi nted out before, many of the records that Equilon had
they have not nade readily available, and it has
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required a lot of extra effort. W haven't enjoyed the
extra effort either, and we share sone of the sane
frustration. But, you know, we're trying to do our best
to get Equilon information. To the extent that, you
know, any of this informati on about what's been spent in
January needs to be supplied, that has been supplied in
t hese income statenents.

JUDGE WALLIS: Very well. For --

MR. BRENA: May | ask, Your Honor
specifically what efforts have been nmade to obtain the
cash flow i nformati on from Equil on?

JUDGE WALLIS: M. Marshall

MR. MARSHALL: Well, the cash flow
i nformati on gets bound up in the incone statenent.

What ever cash flow i nformati on has been requested we
believe is nore than accounted for in these bal ance
sheets, statenent of inconme, and other information
that's been provided.

MR. BRENA:  Your Honor, nmy question was what
speci fic steps have been taken to acquire this
information fromEquilon with regard to their cash fl ow
statements on a nonthly basis for the year 2000.

MR, MARSHALL: Well, you know, | don't -- |'m
not the one that nakes the call to Equilon, so | can't
make the representation about what specific questions
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wer e asked of what specific people. But | will say that
we have asked for all the information that has been
requested in these docunment requests, and they nmade a
good faith effort to try to get that. W have provided
these incone statenents for the tine that Equil on was
operating this pipeline, January 2000 to July 1st, 2000.

JUDGE WALLIS: M. Marshall, if Equilon
refuses to provide docunents, do you nmeke a notation of
t hat ?

MR, MARSHALL: We will begin to nake a
notation of that. So far it's just a question of trying
to go through and find the docunents. W haven't been
you know, refused flatly that they won't provide
anything. It's just been very slow in having the
i nformati on provided, which is why we have given the
i ncome statenents as we have. W gave the incone
statements for the O ynpic owners since July 1st right
away. | believe those were provided on December 4 as
wel | as the cash flow statements on Decenber 4th so that
all parties had that and have had it for a long tinme.
Wth regard to the information prior to July 1st, 2000,
we have noted the difficulties in trying to obtain that
i nformati on, but we have been naki ng good progress in
getting that information nmade available to the parties.

MR. BRENA:  Your Honor, this is Robin Brena,
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we made this request three weeks ago. Equilon is an
owner asking for a rate increase. It would not be
unreasonable to disnmiss the interimrate request
entirely if they fail to provide the information
necessary to assess their interimrate. W want themin
the strongest possible terms. W do not want the
current operator to be hiding behind the forner
operator. We want that former operator to provide that
information. And like | said, they are in part a third
owner requesting a 62% rate increase, and there is no
reason in the world why they shouldn't provide the
i nformati on necessary to support it if they have it.

JUDGE WALLIS: M. Brena, you have nmde that
poi nt a nunber of tinmes, and you need not nmke it again.

| do want to make it clear that we expect
that A ynpic, as to any of these docunents which nay be
in Equilon's possession, that Qynpic will request them
specifically in the way that O ynpic receives that
request, will add any other information that O ympic my
know and that others don't in terms of describing or
assisting to find those docunents, and that O ynpic
provi de them when they becone avail abl e.

M. Marshall, does O ynpic have infornmation
regardi ng projected budgets and cash flow i nformation
for the year 20027
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MR. MARSHALL: | think we have provided that
in a separate response, but | think the budget for 2002
remai ns un -- renmai ns unbudgeted because of the
uncertainty surroundi ng where noney is going to be
obtained to do the financing for the things that need to
be done. But the 2002 budget is probably in response to
a different -- I'mtrying to |look through here as we
talk, it must be in response to a different set of
requests for information

MR. TROTTER:  Your Honor, this is Don Trotter
for Commi ssion Staff. At the technical conference, the
conpany stated that it had an approved budget for 2002.
Sone itens were approved on a tenporary basis, but there
was a budget approved for 2002.

JUDGE WALLIS: M. Marshall, do you know if
t he conpany has provided that document?

MR, MARSHALL: | think they have. Let nme ask
a couple of people here. Hold on just one nonent.

MR. BRENA:  Your Honor, we have not received
t hat document, and that al so goes to the board request
for the mnutes. And | would just rem nd you that we're
| ooking for not only for their projected budget, but
we're | ooking for their projected cash flow statenents.
And ny understanding of -- that as part of their cash
fl ow budgeting that they -- fromthe technica
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conference is that they go out to ten years for cash
flow budgeting for Oynpic. | specifically asked a
question with regard to that. So we're | ooking for
proj ected budget information as well as cash flow
statenents.

MR, MARSHALL: Well, the Request for
Producti on Nunber 9 just to make sure everybody is
centered on this, it says, please provide nonthly
begi nni ng January 1st, 2000, to date. So this Request
for Production Nunber 9 asks for what has -- nmonthly
budgets and cash flow statements as we interpret this
from January 1st, 2000, to today, which is Decenber of
2001, so that has been provided.

Now t he 2002 forecasts nmay be a different
request for production, but that's not the one that
we're on at the nonent.

JUDGE WALLIS: M. Brena, was that
specifically requested?

MR. BRENA: It is a different --

MR. MARSHALL: And I, you know, maybe we're
m ssi ng sonet hing, but we provided -- we provided this
stuff with a proposed 2002 i ncone budget to the WIC
Staff in their Data Request Nunber 20, and | think it's
Staff's request that people are thinking about. Wen
M. Trotter nentioned, you know, having heard about this
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in the technical conference, | think he's correct that
we did tal k about an income budget, and we provided that
to Staff and to all other parties on Decenber 11, 2001
in connection with Data Request WIC Staff Data Request
Nunber 20 for 2002. The issue we're tal king about now
with M. Brena is just Request for Production Nunber 9,
whi ch just cones up to date.

MR, BRENA: Well, | would like to point out
that with regard to that, a projection that was made up
to to date, | nean it seems to ne |like we're quibbling
over words about what to date neans. |If they have a
projected cash flow that is in existence now, | think
that that is responsive to the discovery. It's not --

that's the nature of a forecasted cash flow. And, in
fact, what they provided for 2000 initially was a
proj ected cash flow for 2000.

MR, MARSHALL: What |'m saying is that
Staff's Data Request Number 20 takes into account all of
2002, and you've got that, and you have had it since
December 11t h.

JUDGE WALLIS: M. Brena, does that respond
to your inquiry?

MR, BRENA: Hold on just a second, please,
Your Honor. Let nme ask for clarification from
M. Marshall. Did you respond to Staff's request with a
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2002 budget and projected cash flow?
MR. MARSHALL: We provided what Staff

requested, and I"'mnot -- | don't have that.
MR. TROTTER:  Your Honor
MR, BRENA: |'m asking for nonthly budgets

and cash flow statenents.

MR, MARSHALL: Their Request Nunmber 20 said
-- wait a nminute here.

MR. TROTTER: | have --

JUDGE WALLIS: M. Trotter is able to
respond.

MR, TROTTER: | have it right here, this is
Don Trotter. It said, provide any financial forecast
made by O ynpic for periods after 2001, and then it had
some details, but that was the thrust of it.

MR, MARSHALL: Right, and what we did is we
responded again on the 11th, and no one has taken issue
with what we provided with the proposed 2002 i ncomne
budget nonth by nonth, January 02 all the way through
Decenber 02 with a total 2002 forecast. Again, we have
put in the assunptions to that forecast, and no one has
-- and the UTC Staff has not said that this was not
responsi ve to what they wanted --

MR. BRENA: Can | ask M. Trotter --

MR. MARSHALL: -- that was discussed in the
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techni cal conference

JUDGE WALLIS: M. Marshall

MR, MARSHALL: |'m sorry, go ahead.

JUDGE WALLIS: M. Brena interrupted, and we
did not hear what you said. Could you repeat that?

MR. MARSHALL: Sure. | think what | said was
that no one has said that the information provided to
Staff in response to their discovery requests or their
Dat a Request Nunber 20 was not adequate to neet what
they wanted. We projected in that request the barrels
to be transported both total and per day, operating
revenue, anticipated expenses, power expenses,
non- operati ng expenses, and gave the assunptions on
which all of these revenue projections and budget
projections were nade. M. Batch also in his testinony
provi ded the capital budget infornmation as to what was
i ntended to be spent, and we provided details on the
forecast of what we hoped to spend in 2002. | think al
the parties will realize or renenber that the anount
that's nearly $24 MIlion is a breakdown by each of the
capital projects that we had. So we provided not only
the incone budget with all of the assunptions, but also
the capital budget with all of the assunptions for 2002.
And that's all been provided for, you know, a long tine
now, since Decenber 11.



00363

MR. TROTTER: Your Honor, this is Don
Trotter. W asked for any financial forecast. W did
get a forecast incone budget. W also got in another
response their capital budget for 2002. W did not get
a cash flow statenent for 2002. |If one existed, it
shoul d have been provided, because that would constitute
a financial forecast. So in answer to M. Brena's
i nquiry, what we got in that DR Nunber 20 was incone
statenment and not cash fl ow.

JUDGE WALLIS: M. Mrshall, does a cash flow
proj ection exist for the year 2002?

MR. MARSHALL: You know, | can't -- | don't
know.

JUDGE WALLIS: Would you find out, and if it
does exist, provide it by close of business tonorrow?

MR, MARSHALL: Yes.

JUDGE WALLIS: Very well. It would help,
think, to focus our attention if as we go through the
remai ni ng i ssues we pay particular attention to
i dentifying exactly what the request was, exactly what
the response has been, exactly why it does not conply
with the request. W're starting to hear a nunber of
the argunents and the characterizations repeated, and
I'"'mnot sure that it assists us at this juncture to do
t hat .
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To help the parties as well as to handle a
matter that | nust deal with nonentarily, let's think
about that as we take about a six mnute recess, and we
will plan on being back on the record at 5:00 by Room
108 time.

(Brief recess.)

JUDGE WALLIS: | apologize for the delay, |
had some administrative details that needed to be
attended to because of obligations that | have tonorrow.

Are we ready to proceed, M. Brena?

(Di scussion off the record.)

JUDGE WALLIS: This is Bob Wallis, did anyone
hear anything of what | said?

MR. FINKLEA: This is Ed Finklea for Tosco, |
heard you, Your Honor.

JUDGE WALLI'S: Very good.

MR. BRENA: This is Robin, | heard that you
wer e back.

JUDGE WALLIS: Okay, that was the inportant
thing, but | was apol ogizing for having to deal with
some administrative details for tonorrow

Are you prepared to proceed? W have dealt,
| believe, with item nunmber 4; is that correct?

MR, BRENA: Yes, Your Honor.

JUDGE WALLIS: Okay, let's nobve on to nunber
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5

MR. BRENA: The operating capital expenses
relating to the Whatcom Creek incident for the Ofice of
Pi peline Safety's corrective action order. W just --
what we're |looking for here, there's obviously going to
be a prudence issue raised with regard to the interim
rate and whether or not this is a proper thing to
i nclude for the purposes of a rate payer. And O ynpic
was conpelled to identify those operating costs and
capital expenditures that were direct costs from Whatcom
Creek for the Ofice of Pipeline Safety's corrective
action order. The response that we have gotten does not
identify those costs and doesn't break them out.

JUDGE WALLIS: M. Marshall.

MR, MARSHALL: Actually, they -- it is
responsi ve, and they are broken out. First of all, |
want to note that his Interrogatory Nunber 35 asks for:

Identify which of the operating and

capital expenses listed in

Interrogatories 33 and 34 above are

associated with the \What com Creek

accident, including those which are

associated with conpliance with the

O fice of Pipeline Safety's corrective

action order as anended.
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We pointed out in answer to Interrogatory
Number 4 about the O fice of Pipeline Safety's
corrective action order, and there are nmultiple
iterations of that, but the point of that is that not
all of what the Ofice of Pipeline Safety was doi ng, and
maybe not much of that was from Watcom Creek, but
rather from sone other broader issues. In any event, we
have shown that on the incone statenents, all of the
costs directly associated with Whatcom Creek acci dent,
which we're not requesting for in the general case, are
listed in the casualty and other |osses on Aympic's
i ncome statenment. And the A ynpic incone statenents
have been previously provided, and the casualty and
other loss figures are noted down there on a nonth by
nont h basi s.

Al so, we have indicated that that's one
portion of the cost related to Whatcom Creek. Another
portion of the cost as we state clearly in our answer is
associ ated with an estimte of what insurance recoveries
and rei nbursenments may be obtained, and that is listed
as a clains receivabl e bal ance sheet account. So
therefore, all of the costs related to the Watcom Creek
acci dent are accounted under casualty and ot her | osses
and on the clains receivabl e bal ance sheet account.

The answer that we provided to Tesoro was
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that there aren't any capital expenses, capita

projects, related to Interrogatory Nunmber 34 to which it
requests in Interrogatory Nunber 35 asks for

information. |n other words, what we listed in
Interrogatory Nunber 34 in capital expenses didn't

i nclude anything related to Whatcom Creek, so we believe
we have answered the interrogatory in full and provided
the data for themto identify where the line itens are
in terms of the statenment of income for Whatcom Creek

| hasten to add that that's the aggregate amount, and we
are not asking for that in the general case at all

JUDGE WALLIS: [I'msorry, did you nmean the
interimor the general?

MR, MARSHALL: Well, we're not asking for any
recovery of the Whatcom Creek expenses in the interim
case as well.

MR. TROTTER:  Your Honor, this is Don
Trotter, if | could interject.

JUDGE WALLIS: M. Trotter.

MR. TROTTER: The conpany did include Whatcom
County incident expenses in a 2001 projected results of
operations that Ms. Omhundro relied on to show that the
conpany was in a | oss position. And the testinony of
the conpany remains that it is in a |oss position, so
t hat evi dence which supported that proposition is out
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there. It was provided, and it does contain the Whatcom
Creek figures.

MR. BRENA: This is Robin, may | reply?

JUDGE WALLIS: M. Brena.

MR, BRENA: | agree with M. Trotter's
assessnent. It's not only there, but it's also in their
assertions of deteriorating financial condition when, in
fact, but for the Whatcom Creek accident and before it,
this company was on fine financial footing. It also
goes to the specific |osses that they have identified,
that they have included those | osses. They have
referred to incone | osses. They have sent a redline
version to the parties now indicating that they are
redacting those specific | osses fromtheir testinony,
but they have yet to do that with any filing before the
Commi ssion. And even if they were to do that, they're
still continuing to assert that they have | osses, and
the cal cul ati ons that they have put forward in their
case include those | osses.

Now we're trying to identify -- and the
corrective action order and safety is another one yet to
cone, so | was wong to put both of those in ny coments
with regard to this one. This one is we're trying to
identify specifically those costs associated with
What com Creek. Now by saying a portion of the costs
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directly related are reflected in this account doesn't
identify any of the costs. We don't knowif it's 100%
we don't know if it's 50% we don't know if it's 30% we
don't know what it is that they're saying there.

Wth regard to the remaining portion as an
estimate to be recovered through insurance
rei mbursenment, we don't know what the insurance
rei mbursenent estimate is, we don't know what portion
they're anticipating would be reinbursed, and we don't
know what portion of this clains receivable balance is
associ ated with What com Creek.

So we have none of the information that we
need to identify a specific total to Whatcom Creek even
on their own books, and this is notw thstanding the fact
that they represent that all costs directly related were
tracked through a project nunmbering system So they
have indicated that they track those costs, that they
have a systemin place to do that, but they haven't
gi ven themto us.

JUDGE WALLIS: Did your request in
Interrogatory 35 clearly ask for all of that
i nformati on?

MR. BRENA: Yes, Your Honor, it did. And |et
me say again --

JUDGE WALLIS: M. Brena.
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MR. BRENA: Yes, Your Honor.

JUDGE WALLIS: There's a reference to
Interrogatories 33 and 34, did those linmt the nature of
the information to be provi ded?

MR, MARSHALL: Yes, they do.

MR. BRENA: No, Your Honor. W -- in 33, we
i dentified anything operating; 34, anything capital.

But allow nme to point out that | amjust going back to
what they were conpelled to provide, and what they were
conpelled to provide was information with regard to the
VWhat com Creek expenses, and that's what | have asked --
that's what | asked to be conpelled, that's what was
conpel led. This answer does not do that.

JUDGE WALLIS: M. Marshall.

MR, MARSHALL: Yes.

JUDGE WALLIS: | have a question.

MR. MARSHALL: Yes.

JUDGE WALLI'S: What information acconpani es
Ms. Omhundro's testinony in support of her statenent?

MR. MARSHALL: Her testinony is in the
general case, not the interimcase, Your Honor, so it
doesn't have any bearing on this issue whatsoever.

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

JUDGE WALLIS: M. Trotter.
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MR. TROTTER: The statenment showi ng a | oss
was an exhibit initially filed by the conpany in its
interimcase sponsored by Ms. Omhundro. That testinony
is not going to be offered in the interimcase. That is
true. M. Batch, however, does testify about continuing
| osses, and that information that Ms. Omhundro provi ded
supports his testinony. So we assuned that docunents
prepared by the conpany that purported to show a | oss
position were still fair game. |f the conpany does not
believe that that docunent is reliable, then they should
just say that, and we can deal with that. But we
assuned it was still reliable informati on and anong the
information that tended to -- that purported to support
M. Batch's testinobny, so that's why we were pursuing
it.

JUDGE WALLIS: The specific question that |
have at this tine is whether the information
acconpanyi ng Ms. Omwhundro's testinony provides the
answer to M. Brena's inquiry.

MR. MARSHALL: Yes, Your Honor, Ms. Omohundro
attached 2001 statenent of income, which |ists casualty
and ot her |osses, the forecasts for 2001 and year to
date, and the forecasts neant up until whenever the
testi mony was given, and then the renmining forecast for
the remai nder of the year 2001. The question
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I nterrogatory Number 33 and 34 asked to have the tota
operating expenses by FERC account by month begi nni ng
January 1st. And then the Interrogatory Number 35 says:

Pl ease identify which operating and

capital expenses listed in Interrogatory

Nunber 33 and 34 are associated with the

What com Creek acci dent.

And what we normally -- | nmean what we quite
reasonably thought is that they wanted this operating
expense by FERC account by month. M. Omhundro
provided it by year, and now we broke this down, and
they have all the income statenents showi ng the casualty
and ot her | osses by nonth.

They also -- and M. Brena was incorrect
about this, it says in our supplenmental response, a
portion of the costs relating to Whatcom Creek are
reflected as an expense under casualty and ot her |osses
on Oynpic's incone statenent with a remaining portion
as an estimate to be recovered through insurance
rei mbursenent, and it's recorded to a clains receivable
bal ance sheet account. |In other words, all of the costs
related to Whatcom Creek are refl ected and accounted
for, but they're accounted for by nonth in accordance
with the Interrogatory 33 on the total costs. There's
nothing in either 33, 34, or 35 that asks for specific
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anount by specific itemnunber. It was just, again, 33
says, please list total operating expenses by FERC
account by nonth. W provided all of that in answer to
Interrogatories 33, 34, ad 35.

MR. BRENA: Your Honor, this is Robin Brena.

JUDGE WALLIS: | have a question for
M. Marshall. M. Marshall, does the listing casualty
and ot her losses include only expenses relating to
VWhat com Cr eek?

MR. MARSHALL: Yes, it does, that's exactly
what we said is we have been very specific about it.
During the technical conference, questions were asked
about that too and responded to in exactly the sane way.

JUDGE WALLIS: And estimate of insurance
recovery clains receivable, is that al so exclusively
limted to What com Creek?

MR. MARSHALL: Yes, it is.

JUDGE WALLIS: Very well

M. Brena, doesn't that respond to your
request?

MR. BRENA: | don't believe it does, Your
Honor. It's very hel pful that the casualty and other
| osses should be assuned fromthis point forward to be
100% associ ated with Whatcom Creek. That's what |
understood the representati on of counsel to be, and
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woul d assune that that could not be contradicted at
hearing. Wth regard to the remaining portion as an
estimate to be recovered through insurance reinbursenent
and as recorded to the clains recei vabl e bal ance sheet
account, did | understand himalso to represent that
100% of that clains receivabl e bal ance sheet account is
associ ated wi th What com Cr eek?

JUDGE WALLIS: M. Marshall?

MR, MARSHALL: | nay have missed a little
pi ece of that |ast thing; what was said?
JUDGE WALLIS: M. Marshall, | heard you to

say that the estinmate of insurance recoveries clains
recei vabl e was exclusively Whatcom Creek related; is
that correct?

MR, MARSHALL: That's our understanding, yes,
Your Honor. And that's the statenent that we have in
t he suppl enental response which conmes directly from
A ynpic. The remaining portion, portion of the costs
relating to Whatcom Creek, are an expense under casualty
and other |osses, with the remaining portion as an
expense to be recovered through insurance rei nmbursenent,
and it's recorded in the clains receivabl e bal ance sheet
account, and it's our understanding that that's all --
both entries are exclusive of Whatcom -- to Watcom
Creek.
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JUDGE WALLIS: Very well, it appears to ne
that --

MR, BRENA: Your Honor.

JUDGE WALLIS: M. Brena.

MR, BRENA: | would like to put on nmy case to
the degree possible based on facts rather than
representations, and they apparently have this
i nformati on by project, by a project nunbering system
They have represented that to us. | would like to see
the printout of the Watcom Creek project under that
proj ect numbering systemto see if the total ampunts
that they have tracked in fact reconcile in the way that
t hey have represented.

MR, MARSHALL: This is a brand new request,
and | think it should be put in the formof a new
request.

JUDGE WALLIS: M. Brena, it does appear to
me that this is a new request and that the conpany has
responded to your earlier request.

MR. BRENA:  Your Honor, this is Robin again,
Robi n Brena again, we have asked for themto identify
those specific expenses. They apparently thought that
it was responsive to indicate that they had the project
nunberi ng system where they could directly respond to
what those expenses were. But they just haven't
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provided that. | think that -- | think that that is
directly responsive. Through this, what we asked for is
identify your Whatcom cost expenses. That's what we
asked for. W didn't ask for casualty and other | oss
informati on, we didn't ask for insurance reinbursenent

t hrough cl ai ns recei vabl e bal ance sheet information,
which | point out is based on estimtes of recoveries,
not on actual anounts.

We're trying to figure out how nuch What com
Creek cost this conpany. W will not be able to do that
on the information that they have offered, because while
the casualty and other | osses is one indication, the
estimte of the anpbunt to be recovered is not a -- it's
only an estimate and doesn't indicate what the tota
expenses are. There is not a nunber in their books that
shows how rmuch Whatcom Creek cost them and it can not
be made avail able unless they break it out by this
proj ect numberi ng system

JUDGE WALLIS: M. Marshall, a brief
response.

MR, MARSHALL: Well, again, they asked in
Interrogatory Nunmber 33 for total operating expenses hy
FERC account. 35 follows up on that. What he's asking
for nowis a brand new request.

JUDGE WALLIS: Very well, | agree, | believe
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that this is a new request and that the conpany has
responded to the prior request.

Number 6.

MR. BRENA: Your Honor, may | be heard very
briefly on that?

JUDGE WALLIS: M. Brena, is there anything
that you would say that you have not previously said,
because we do have your earlier remarks in mnd?

MR. BRENA: Yes. | would like to just point
out that in the transcript, Your Honor held that:

To the extent the conmpany has not inits

interimcase identified the operating or

capital expenses that are directly

related to the Whatcom Creek acci dent,

t he conpany should do so.

That's all we have asked for

MR, TROTTER:  Your Honor

JUDGE WALLIS: M. Trotter.

MR. TROTTER: If | might, I"msorry, it does
appear that in their response to RFP Nunber 8, they
i nclude casualty and | oss expenses from January through
Septenber, and M. Marshall has stipulated that those
are 100% Whatcom Creek. And that's what | understood
you to nean, Your Honor, when you said you believed the
i nformati on was al ready provided. And so what | don't
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see, however, is on the insurance clains receivable.

That is not a line itemon the bal ance sheet provided in
response to RFP Nunmber 8 of Tesoro. And so to that
extent, I'mnot sure the information of that sort has
been provided. Perhaps M. Mrshall can help us if you
require his help.

MR, BRENA: |f | can just make one
suppl enental comment with regard to that.

JUDGE WALLIS: M. Brena, let's |et
M. Marshall respond, and then you will have your turn.

MR. BRENA: Okay.

MR, MARSHALL: This is recorded through a
clains receivabl e bal ance sheet account. Those -- that
i nformati on has al so been provided, and I'"'mtrying to go
through and find the exact place where that's been
provi ded already. | don't have ny hands on it right
now, but the answer is accurate, that portion of the
costs related to this are an expense under casualty and
ot her | osses, and then the estimte of the anount
t hought to be recovered through insurance rei nbursenent
is recorded to a clains receivabl e bal ance sheet
account .

All of this has been sonewhat interesting in
that we're not asking for this either in the genera
case or in the interimcase. | don't think anybody is
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going to dispute that this accident has had an effect, a
negative effect, on Aynpic's financial condition, but
none of this is being requested, and that will be tested
in the general case.

MR, TROTTER: Your Honor, if | mght suggest,
if the conpany could confirmthat in RFP 8 they have
accurately set forth the casualty | oss amounts and then
give a specific cite to the parties as to where the
i nsurance cl ainms receivabl e dollars associated with
What com Creek are | ocated, that m ght be the best we're
going to get. And if it's already been provided, then
so be it.

MR. MARSHALL: Sure, | think we can do that,
because | can't through all of the, you know, we have
books and books of material here, but we will find that
as M. Trotter suggested.

MR. BRENA:  Your Honor, this is Robin Brena.

JUDGE WALLIS: M. Brena.

MR. BRENA: Perhaps if -- | read Your Honor's
ruling conpelling this. | would like to give an exanple
of why this isn't responsive.

JUDGE WALLIS: M. Brena --

MR, BRENA: W assune that the casualty and
ot her | osses --

JUDGE WALLIS: M. Brena.
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MR. BRENA: Yes, sir.

JUDGE WALLIS: | really believe that given
the information that we have avail able to us, |ooking at
the request, and recalling as best we can and as
suppl enented by your reference to the record, that, in
fact, the conpany has responded to your inquiry. The
gquestion remaining i s where the estimte of insurance
recoveries clains recoverabl e appears, and M. Marshall
has pl edged that he will provide that information. |
know that you don't agree with this, but I would like to
| eave that topic and nove on.

MR, BRENA: Yes, Your Honor, |'m happy to do
that. My comment was only to point out that that
information is based on an estimate of insurance
recovery, not based on the actual underlying cost.

JUDGE WALLI'S: Yes.

MR. BRENA: But with that, | will |eave it
t here.

JUDGE WALLIS: Very well, thank you.

MR. BRENA: Number 6, docunents evidencing
deterioration of Aynpic's financial condition. It's ny
understanding that O ynpic agreed to identify and
produce docunents that concerned the deterioration of
their financial position, including without limtation
correspondence, nenoranduns, or notes of discussion.
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They're clainm ng a financial catastrophe, and there nust
be sone internal nenoranduns that are responsive to
that, and that's what we were trying to get to, and
that's what they agreed to provide. They have referred
generally to documents in their case. W don't have a
single internal nenorandum W don't have a single

di scussion with regard to their financial catastrophe.
They must exist. W're asking for them

JUDGE WALLIS: M. Marshall

MR. MARSHALL: Yes, Your Honor, we have
provided in answer to not only Interrogatory Nunmber 37
but I think a nore specific response to Interrogatory
Nunbers 38 and to M. Brena when we were tal king about
this prior to the reconvening of the conference here.
And | pointed out to himthat the response to 37 was
actually better contained in the responses to 38 and 40,
and 40 also refers back to Interrogatory Nunber 10 as
wel | .

First of all, the definition of deteriorating
financial condition is neant to address the genera
financial situation of Aynpic, and Aynpic inits
testi nmony has provided details of its inability to pay
accruing interest on debt which, apart from other
negati ve factors, constitutes a financial condition that
continues to worsen. W say that our condition is not
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deteriorating as rapidly as it once was when we had no
revenue comng in when the pipeline was shut down. And
I think M. Brena wants to try to figure out whether
we're claimng that things are continuing to worsen.
They're not worsening as fast as they were, but they
certainly are not good by any neasure.

The information on deteriorating financia
condition is provided in the hundreds and hundreds of
pages of the financial records, debt docunments and ot her
financial materials produced in this case. That's
everyt hing that we have produced in this case, both in
the initial testinony and in the data responses, goes to
that issue. | nean this is an issue, a request that
sweeps at everything, and that's what we're relying on.
And when they ask for what M. Batch knew and asked to
identify the docunents, quote, reflecting the
deterioration of the financial condition that M. Batch
was aware of when he gave his testinony, we responded
that it was in reference to the case that had been
supplied to the parties.

I guess what M. Brena wants us to |list each
and every docunent that's already been provided. That
woul d be exactly what we would have to say. And further
to that, | think that they're not entitled to anything
nore than the docunents thensel ves that support the
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claimof a deteriorating financial condition. That's
our claim | nean they ask us what supports our claim
that's what supports our claim the docunments on file in
this case.

MR. TROTTER:  Your Honor, this is Don
Trotter, it was unclear to ne if -- could the conpany
represent whether or not there are any correspondence or
menoranda in which the issue was discussed?

MR. MARSHALL: The issue of a bad condition
financial condition?

MR. TROTTER: The issue of deteriorating
financi al condition.

MR. MARSHALL: Well, it's all -- | mean the
i ncome statenents, the statenents, everything in here
shows the bad financial condition.

JUDGE WALLIS: M. Mrshall, that's not the
questi on.

MR, TROTTER: | will just repeat it, Your
Honor. The question was whether any menoranda or
correspondence or other simlar types of discussion
docunents, internal or external | suppose, that address
the deteriorating financial condition exist.

MR, MARSHALL: Well, the answer is yes, and
the answer is we have supplied all of the information.
Is there sonmething other than an attorney-client
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privil eged docunent that tal ks about the deteriorating
financial condition or the notes at the board of

directors neetings? | don't, you know --
JUDGE WALLIS: Are you representing,
M. Marshall, that no other docunent exists apart from

docunents that m ght be subject to attorney-client
privilege that fall within the request?

MR, MARSHALL: | guess | would like to reply
by sayi ng we have produced everything of any
significance that we can think of that's not related to
an attorney-client privileged detail to date, and
i ncl udi ng everything that people could have asked at the
technical conference. |Is there sone note that sonmebody
made to thenmsel ves sonewhere that we haven't turned
over, that mght be. But | think every inportant
financial docunent that relates to the condition of
A ynpi ¢ has been produced, all of the mnutes of the
board, all of the statenents of incone, all of that
background material has been produced.

JUDGE WALLIS: Have you nade a good faith
effort to assure that no such other documents exist?

MR. MARSHALL: | believe we have, but | wll
ask that Oynpic do it again and assure to ne that they
have made that request and identify anything further
that they m ght have along that line. But we have
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produced literally by now thousands of pages of nmateria
on this, including the general case that we filed here
on the 13th of December, both at the FERC and here. And
sonme of those docunents, | have to say | haven't even
been able to go through all of themnyself. But | wll
ask themto assure nme that all of the docunents that
relate to their deteriorating financial condition have
been, in fact, produced to the parties in the interim
case, in the general case, and the data responses.

MR. BRENA: Your Honor, this is Robin Brena.

JUDGE WALLIS: M. Brena.

MR, BRENA: First, to the degree M. Marshal
is asserting attorney-client privilege with regard to a
docunent, it's his obligation to list that docunent and
assert the privilege. It isn't done generally, it's
done specifically. And to the degree that we nmmy have
an issue with that, with the assertion of that
privilege, it's listed so that we can ask for an in
canera review to see if, in fact, it neets that
privilege. So just generally asserting attorney-client
privilege is not appropriate.

Secondly, it is sinply not possible that a
conpany can have a financial crisis and not have
i nternal nenoranduns discussing it. They had a finance
committee who nmet for the purposes of arranging the
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long-termfinancing. |In the |ast pre-hearing
conference, | asked specifically for the menoranduns
fromthat conmmttee. There nmust have been nenoranduns
prepared for the board describing not only their
financial situation but what avail able options were
available to the board to resolve it.

Now t hose are the internal discussions and

menor anduns that |'m | ooking for here, not what their
case is, not what they're trying to rely on, what |I'm
trying to rely on. So | just can not accept that a

conmpany can have such an energency that it requires a
62% energency relief, but there's not a single interna
docunent that menorializes a single discussion of it or
analysis of it or proposals for it.

JUDGE WALLIS: M. Marshall, you have heard
the discussion. | believe that M. Brena is correct.
If you and your client intend to claimattorney-client
privilege, you need to identify the matter as to which
privilege is clained.

O her than that, | think M. Brena has been
clear in his description of docunents of this sort fall
wi thin the correspondence, nenoranda, or notes of
di scussi on, and you have represented that no such
docunents exist. You have also indicated that you will
go back to your client with a specific request to verify
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that no such docunents exist, and we will |eave it at
that. Can you tell ne when you may have a response to
t hat request?

MR, MARSHALL: Well, | wll get a
verification on the materials other than the
attorney-client materials.

The attorney-client privileged materials, |
don't know how or even to what degree. | put the -- |
made that response out of an abundance of caution of
knowi ng that A ynpic is represented by other counsel
and | assune that there have been attorney-client
privileged materials that mght relate to this broad
category. In terns of trying to prepare a |log on
privilege, that wouldn't be capabl e of being done here
in the time that we have tonorrow.

But I will go back, and | will ask the
clients for any and all other nmaterials that would
relate to this deteriorating financial condition

Again, this request that we have for interim
rate relief is necessary to help prevent the further
deterioration of the financial condition, and | think
that what we have to ask is, are any of the parties
suggesting that there isn't a financial energency on
behal f of QO ynpic, that their financial condition is not
dire? 1t's inconceivable that anybody can legitinmately
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guestion that this conmpany has the worst financia
condition of any utility, public service conpany, or
ot her conpany coni ng before the Comm ssion

JUDGE WALLIS: M. Marshall, | think that may
be a matter that there may be sone di sagreenent on, and
that | expect will be one of the matters explored at the

hearing, and |I would suggest that we just |eave that as
a rhetorical question and nove on.

MR, MARSHALL: Yes, Your Honor

MR. BRENA: Number 7, causes for Oynpic's
deteriorating financial condition. This is related to
the |l ast conversation. | just would like to say that |
think at this point that after their production of
i nternal nenorandum and board m nutes, board reports,
and analysis of their financial position and its
solutions that -- that in response to our request for
causes, they haven't identified any docunents, and so we
woul d just like to consider their response conplete and
not be in a situation where we show up at hearing and
t hey contradict and cone up with additional causes. So
if M. Marshall will represent that their answer is
conplete, then we will just nobve on to the next one.

JUDGE WALLIS: M. Marshall

MR, MARSHALL: Excuse ne, Interrogatory
Nunber 40 specifically had this request:



Page 1, line 22 and 23 of Bob Batch's

suppl enental testinony, he refers to his

belief that Aynpic faces a

deteriorating financial condition.

(a) Pl ease explain when M. Batch

believes this deteriorating financial

condition began, and |ist every cause

M. Batch believes created this

deteriorating financial condition.

So this interrogatory is limted to
M. Batch's belief, and we believe that we have provi ded
the informati on on which M. Batch bases his belief of
the deteriorating financial condition. The question is
not one that asks for every cause that sonebody el se
m ght know about or have for its deteriorating financial
condition, but sinply what M. Batch believes to be the
cause of the deteriorating financial condition.

Qur response goes on for about a page and a
half with regard to what M. Batch believes and when he
became aware of it. He obviously was not aware of
anything until he becane president of O ynpic on August
1st, 2000. And then he only knows about the
deteriorating financial condition as the answer,
suppl enental answer, shows from O ynpic's bal ance sheet,
financial statements, debt, and other docunents that
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have been provided to the parties. So we believe we
have answered this as to M. Batch's know edge, belief,
and so forth about cause and what he nmeant when he gave
his testinony.

MR. BRENA: Your Honor, this is Robin Brena.

JUDGE WALLIS: M. Brena.

MR, BRENA: Your ruling on this was:

Very wel |, the conpany has responded by

reference to Interrogatory Number 38.

M. Ryan, will you verify whether that

is the conpany's conplete response or

whet her M. Batch or the conpany are

aware of docunments that support that

response.
Wth regard to Interrogatory Nunber 38, it
asked them -- alleged that they face an energent
financial situation, and we asked themto describe in
detail what they nmean by that as well. So it's our
understanding that this -- that their response is

conplete with regard to the conpany, not only with
regard to M. Batch. And if that is not the case, then
I would Iike themto supplenent it with any other
information that they think is appropriate. W're
perfectly entitled to know what they think as a conpany
are the causes of their financial distress.
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1 JUDGE WALLIS: M. Trotter, did you wish to

2 make a conment?

3 MR, TROTTER: Just briefly. M. Batch is the
4 conpany's only witness in its direct case, and we

5 assuned that he was setting forth Qynpic's case. And

6 if thereis nore to Oynpic's direct case than M. Batch
7 has filed, then we need to know about that.

8 MR, MARSHALL: Well, we, again, just to

9 recapitulate on the answer to 40, Interrogatory Nunber
10 40, which asks for his belief and when he came to know
11 about the financial condition of Oynpic, we have

12 answered that question, and we have answered that as

13 conpletely as we can. You're right, he is the only

14 witness, and to the extent that he's the only witness

15 that we have and unl ess sonething cones up that we had
16 no reason to believe that he would have known about,

17 that answer is going to have to suffice.

18 JUDGE WALLIS: Very well, we will note that
19 that appears to be a conplete response.
20 MR. BRENA: Roman Nuneral Nunber VIII

21 federal incone tax returns and estimted tax

22 information. Your Honor ordered themto provide not
23 only -- they provided the 2000 year tax return. They
24 were also obligated to provide 2001, any kind of

25 worksheets or calculation of tax. They have not
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provi ded t hat.

JUDGE WALLIS: M. Marshall

MR. MARSHALL: Yes, we have, of course,
provi ded the incone tax returns that were requested. O
wor ksheets of federal estimated tax cal cul ations,
don't know if we have -- |'m asking the people that are
here in the roomwith nme right now, | don't know the
answer to that question on estimated tax cal cul ations.
| just point out that when you're not making noney, you
don't have to pay much in the way of taxes, so the
answer may be that there's absolutely nothing on federa
estimated taxes for quarterly paynents beyond the notion
that this conpany is losing a ton of noney. And the
wor ksheets m ght be, and | will double check, but we
have asked this question, and the fact that we haven't
gotten anything is probably an indication that there
hasn't -- there's no estimated tax liability at all
because there's no estimated earnings that could be
t axed.

MR. BRENA:  Your Honor, | pointed out at the
time of the notion to conpel that they had nmade a
consi derabl e federal inconme tax paynent in Septenber.
And but the general argunent aside, either the
wor ksheets exist for their federal income taxes, or they
do not. We believe that they probably are prepared
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quarterly, and we don't think that they're probably
paying $9 MIlion or $10 MIlion in Septenber into a
federal incone tax account w thout sone estimte of what
their tax liability would be likely to have.

| think it would go a lot faster if we
focused just on what the request is, and what the
request is, if they have their worksheets, their federa

tax worksheets for 2001 should be -- were conpelled to
be produced and have not been. They either exist or
they don't. |If they exist, we're entitled to have them
JUDGE WALLIS: M. Marshall, | think that
statenment is probably correct.
MR, MARSHALL: Well, it is. And again,
don't think that this conpany is going to be nmaki ng any
noney in 2000. It didn't make any noney in, or excuse

me, it didn't nmake any noney this year, didn't make any
nmoney | ast year. They have a federal incone tax credit
that can carry over, but that's different than federa
estimated tax calculations with quarterly paynents.

JUDGE WALLIS: The question is whether those
docunents exist. You have indicated you don't believe
so, but you will verify whether they do. And if they do
exist, you will provide them is that correct?

MR. MARSHALL: That's correct.

JUDGE WALLIS: Very well
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MR. TROTTER: Your Honor, this is Don
Trotter, was there a date by which the conmpany coul d
provide those if they exist?

JUDGE WALLIS: M. Mrshall, is that
sonmet hing that you also would be able to do by cl ose of
busi ness t onorrow?

MR. MARSHALL: | think so.

JUDGE WALLIS: If it appears that you're not
able as to any of these itens to respond by cl ose of
busi ness tonorrow, please comrunicate with the other
parties and state the reason and the status, ongoing
status, of the request. And if it appears that there
are docunents, state when they will be avail able, and
again, alacrity is of the essence.

MR, MARSHALL: Certainly.

JUDGE WALLIS: Very well

MR, MARSHALL: Although once again, | don't
believe there's any serious thought that we' re hiding
sonme additional revenue sources that would create a huge
anount of income for those folks, but we will go ahead
and do that.

JUDGE WALLIS: At this juncture, | don't know
that we need to speculate, but | am concerned about the
docunents that have been requested, and | think that
your response as we have sunmarized it and as you have
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agreed answers that request, so let's nove on

MR. BRENA: Category Nunber 9, m nutes at
board neetings including attachnents.

MR. MARSHALL: One nmonent here, on our 2000
taxes, tax returns that have been provided to the WIC
Staff Data Request Number 28, the incone which is listed
on itemline 30 is negative $21 MIlion. On line 31
the total tax is none. And the request went to a
request that we show the estimated tax infornmation
quot e, used for purposes of calculating its quarterly
tax deposits.

So there again, | just wanted to make the
record clear that we don't have any reason to believe
that there are going to be any quarterly tax deposits,
but we will double check and give whatever information
we have on those estimated tax information forms. But
we just want to point out the previous infornmation
subnmitted to the WIC | believe by at | east Decenber 11th
shows that there's no reason to believe that there's any
i ncome | ast year, this year, years into the future

JUDGE WALLIS: Very well

MR. BRENA: Your Honor, this is Robin Brena.

JUDGE WALLIS: M. Mrshall, before | |ose
it, or have | already lost the question | had in mnd,
the question | had in mind was to verify that you have
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provided to all parties the information that you
supplied to Staff in response to the Staff's data
request; is that correct?

MR. MARSHALL: Yes, Your Honor, we have.

JUDGE WALLIS: Very well

MR, BRENA: W have received the 2000 year
i ncome tax that was provided, Your Honor

JUDGE WALLIS: Very well

MR. BRENA: |'m concerned that M. Marshall's
restatement of our request is too narrow. CQur request
was for any cal cul ati on or worksheet that a federa
i ncome tax for 2000 or 2001. We will accept their tax
formfor 2000. Wth regard to 2001, we just aren't
asking for, you know, a quarterly report. W're asking
for any worksheets they have of their federal inconme tax
liability. That's what we have asked for, that's what
was ordered to conpel. |'mconcerned that the way that
he restated what he was checking for may be narrower
than that request.

JUDGE WALLIS: M. Marshall, do you
understand the request?

MR, MARSHALL: | believe | do. | was sinply
reading from M. Brena's page 13 of their analysis of
response when he said:

A ynpic has not provided the estimated



tax information that it used for

purposes of calculating its quarterly

tax deposits. QA ynpic should be ordered

to provide the information by cl ose of

busi ness on Decenber 18, 2001.

| thought that was the statenent of what they
want ed.

JUDGE WALLIS: Well, do you understand now by
reference back to the data request?

MR. MARSHALL: Yes, they apparently want
i nformati on used to cal cul ate on worksheets federal
esti mated taxes for 2001.

JUDGE WALLIS: And that is the information
that you --

MR, MARSHALL: And we will provide that even
t hough there may not be any quarterly tax deposits as
M. Brena's notion to conpel noted.

JUDGE WALLIS: Thank you.

[tem 9.

MR. BRENA: M nutes of the board neetings
i ncludi ng attachnents. W had requested a conplete and
up to date copy of the board of directors mnutes for
the last -- fromJanuary 1, 1998, to date. M. Marshall
has -- the ones that were provided to us are frankly a
hob goblin. Sone of themare signed. Sone of them are
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not signed. It's not clear that they are officia
mnutes. It's not clear whether they have been adopted.
There are no attachnments or menoranduns that were
provided to the board. There's no analysis of the
conpany. There's just in nany cases just blank copies
of the m nutes.

M. Marshall and | have di scussed bringing
these from-- and they were only provided through March
of this year. He has indicated that they have had three
board -- he has represented to nme that they have had
t hree board neetings since March of this year and that
he has provided those mnutes to nme. | haven't received
those, and so | would request that they be faxed to ne
i medi ately.

Also, he's indicated that they are unofficia
m nutes and that they may be subject to revision. [|I'm
very confused by that, because in standard corporate
practice, at the next board neeting, the first thing,
your first order of business is to review the ninutes
fromthe prior nmeeting and approve them So | don't
under stand how there could be nonths of unadopted board
m nutes. In addition -- in addition -- so | want a
conpl ete copy of official board mnutes to the degree
they're available. And to the degree they're not
avail abl e, whatever fashion that they're available in.
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Al so, you know, for each individual board
menber, they get a packet. And in that packet, for
exanpl e, would include reports fromthe finance
committee with regard to the financing, with -- would
have reports fromthe managenent with regards to the
financial position of the conpany and different ways to
structure different situations. None of those interna
menor andum t hat should tell a story about their interna
anal ysis and -- has been -- has been provided. And it
has to exist, we have requested it, they said that they
woul d provide it, and we don't have it.

JUDGE WALLIS: M. Marshall

MR, MARSHALL: Yes, once again, | think
M. Brena has the information. He doesn't know it. We
sent this to himby E-mail, which apparently he doesn't
get because his E-mail is not up and running. Wen we
heard that earlier today, we went out and we faxed him
t hese additional copies of the board of directors
m nutes so he has it by fax as well as by E-nmmil.

It had taken -- | nmean it was correct, the
| atest minutes that we had provided to this point before
was to March of 2001. And M. Brena is correct that
these m nutes that we have supplied here for an Apri
24t h neeting, a neeting on June 7th, and a
tel econference neeting held on Septenber 4th are all in
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a format that are still in draft form Regardless of
what corporations or boards do at each neeting in
approving prior mnutes, this is what we have. | nean

we have now provi ded what they have.

That was our concern before was produci ng
m nutes after March of 2001 because there were no
of ficial mnutes. Now what we have done is we have
supplied M. Brena with the unofficial nmnutes. That's
t he best we can do, and he doesn't |ike that because
they're unofficial mnutes. But that's it, that's what
we have. Can't do any better than that. And it
i ndicates on there that these mnutes are draft m nutes,
and you will even see a handwritten notation that has
some scribblings on there about whether these things
were -- where they're changed and a couple of snall
responses or -- and details. But it does explain that,
all of what was done at those three neetings held after
March of 2001. So what we have done is we have tried to
provi de them even though they're unofficial with these
m nutes. They haven't -- they just haven't yet been
signed and filed by the corporate secretary, but we have
given themall that we have by way of these drafts.

JUDGE WALLIS: M. Marshall

MR, BRENA: Your Honor, if | may be heard
briefly.
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JUDGE WALLIS: M. Brena, please wait for a
noment .

MR. BRENA: Your Honor?

JUDGE WALLIS: Please wait for a nonent.

MR, BRENA: Ch, okay.

JUDGE WALLIS: M. Marshall

MR, MARSHALL: Yes.

JUDGE WALLIS: M. Brena also asked for
attachnments and materials such as were provided to board
menbers in packets related to the neeting. Wuld you
address those, please?

MR, MARSHALL: Yes, on the packets relating
to the meeting, I'"'mnot sure, | have to go back and take
a look at what the actual request was. It says -- it
does indicate that menoranduns, reports, or docunents
provi ded to individual board menbers. There aren't
packets per se that are distributed in advance to the
board of director neetings. Some individual board
menbers have kept materials that may have been presented
at board neetings or may not have been presented at
board neetings. It's very difficult to separate out
what they have that was presented at a board neeting to
i ndi vi dual board nenbers or what they nmay have had in
some other capacity. But we're trying to figure that
out and provide that infornmation as well. But the
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m nutes, now we're up to date on all of that.

JUDGE WALLIS: Very well. WII you be able
by cl ose of business tonorrow to resolve the issues
relating to information provided to the board nenbers
relating to neetings?

MR, MARSHALL: We will try to do our best.
That may be one of those where we have to say that
that's going to take |longer than tonorrow to do. As |
understand it, M. -- the attorney for QO ynpic,

M. WIIliam Beaver, who you net out here, is the one
that has attended board neetings. He is the one that is
trying to find out whether there are these materials and
assenble them for us. W have been in touch with him
This is how we got these draft neeting mnutes is
through M. Beaver's efforts to get us that. W have
asked himto try to pull together any of the naterials
that may have been passed out to the board nenbers prior
to a nmeeting or at the neeting. W're not trying to be
restrictive on that. W will provide anything that we
can, but it may not be that we can do that by the end of
t he day tonorrow.

JUDGE WALLIS: Please do what you can, and
make a report as to any efforts that remain unrequited
by the end of the day.

MR, MARSHALL: Sure. And again, | think that
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after people read these m nutes and so forth, they can
determ ne whether there are -- the mnutes sort of speak
for themsel ves as to what was di scussed.

JUDGE WALLIS: Very well

MR. MARSHALL: And much of the tinme these
i nformati on wouldn't be of any relevance to the issues
here, but we are going to go ahead and try to assenble
all we can.

JUDGE WALLIS: Thank you.

M. Brena.
MR. BRENA:  Your Honor, perhaps it's my turn,
| can barely hear you. | have ny ear within an inch of

t he speaker phone, so anything you can do to speak a
little |l ouder would be greatly appreciated on nmy end.

JUDGE WALLIS: | nmde the m stake of | eaning
back, | apol ogi ze.

MR, BRENA: Oh, okay.

I just wanted to say that after | made ny
initial comment, ny Staff had brought ne in a copy of
the m nutes that he referred to. They indicate that
t hese copies of these m nutes, they were faxed from Karr
Tuttl e Canpbell to Perkins Coie at 2:03 today, and they
were faxed from Perkins Coie to ne at 1425, so these
wer e docunents that were provided afterwards, and then
the sane with -- the same with the fax.
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JUDGE WALLIS: M. Marshall, | thought we
were going to identify docunents of that sort.

MR, BRENA: -- his representation that these
are conplete and all that are available. And then with
regard to the nenoranduns and anal yses, |ike | say, have

said before and | won't bel abor now, here is a board of
directors that is supposed to be facing a financia
catastrophe. They must have had internal menoranduns
and reports. They must have acted based on those
reports. We're entitled to see them

JUDGE WALLIS: M. Brena.

MR, BRENA: And know what the story is behind
the actions they have taken.

JUDGE WALLIS: M. Brena.

MR, BRENA: This is a regul ated conpany, and
| was surprised to hear and | would be surprised to
learn that they don't keep in their corporation ninutes
the information that's provided to their board nenbers.

JUDGE WALLI'S: M. Brena.

MR. BRENA: Yes.

JUDGE WALLIS: | will ask you again, it is
not necessary and pl ease don't repeat your argunents and
your assunptions. Wat we are interested in right now
is the nature of conpliance.

Rel ated to that, M. Marshall, | did, |
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believe, ask you to identify any material that was sent
today, and it appears that the board m nutes were anpbng
t hose docunments. |[If there's anything else that arises
during the course of our discussion, please identify
that in your response.

MR, MARSHALL: Yeah, | thought that that's
the one thing that | did refer to.

JUDGE WALLIS: ©Onh, yes, that's correct, |
apol ogi ze, you did say that already.

MR. MARSHALL: Ckay. And we had sent that by
E-mail to M. Brena as soon as we got that, and | didn't
understand until we were involved in discussions that
his E-mail was not working properly, so we additionally
faxed it.

JUDGE WALLIS: Okay, very well, thank you.

MR, BRENA: And | was just clarifying, Your
Honor, for the record that the E-nmail sent by them --

JUDGE WALLIS: Yes.

MR. BRENA: -- today at 1:45 p.m Seattle

JUDGE WALLIS: Yes, that's fine, thank you.

MR. BRENA: Are we on nunber 107?

JUDGE WALLIS: | believe so.

MR, BRENA: Capital inprovenents done to
conply with safety standards. | believe that they were
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-- they agreed to list the capital inprovements for 2002
that they were required to conply with the Ofice of
Pi peline Safety corrective action order, as well as any
ot her safety standards. Now we have a |ist of
correspondence back and forth from OPS to Aynpic. W
just sinply, you know, they have asserted that their
2002 budget involved safety itenms. W have asked them
to break those out based on whether it's a corrective
action order or a general safety standard and to
identify it. They haven't done it.

JUDGE WALLIS: M. Marshall

MR, MARSHALL: The question, of course,
relates to what itens was done to conply with the Ofice
of Pipeline Safety corrective action order, and what we
have done, of course, is to try to correct the perhaps
m sinpression that M. Brena has that there was a --
there's an actual order that has been issued and has
been made final. W have listed all of the different
correspondence related to a corrective action order to
show that this corrective action order had not and never
has becone final, as we said in our suppl enmental
response. W have tried to give all of the background
and context for this.

And in addition, you know, | think the
parties ought to ook at the | think that it's the Batch
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Exhi bit Number 21 to the FERC filing that tries to
identify in general terns what was done in accordance
with what general direction or corrective action order,
but we have to be very clear that there is no order that
has become final on this. Again, M. Batch's BCB Nunber
21 in this docket, which is also in the FERC docket,
tal ks about those, all of those issues that we tal ked
about in this answer in terms of the different letters,
correspondence back and forth between OPS and O ynpic,
DOE and A ynpic, and so on

It was necessary to set all of this forth in
sonme detail, and we did so in answer to our -- to
suppl enent Interrogatory Nunmber 4 so that we don't have
a msinpression. The categorization of capita
expenditures in the context of an order not beconi ng
final is problematic, but | think if this answer is read
in the context of BCB 21 and the other responses we have
made, we will have done as best we can to identify those
actions taken versus the corrective action order

I want to hasten to say that the corrective
action order doesn't necessarily relate to Whatcom Creek
accident either. Corrective action order and sone of
the various anmendnents and letters followi ng up on that
relate to an ERWwel d issue, which is a | ongitudina
weld in a certain kind of pipe that wasn't even used up



00408

in the Whatcom Creek area, which the accident -- there
were a nunber of other safety standards that were
adopted and applied to all pipelines that don't have
anything to do with the Whatcom Creek acci dent that
peopl e have been trying to conply with. So to say that
a corrective action order is out there and then to
assune that that relates to Whatcom Creek is also an
assunption that we have tried to make plain in the
suppl enment al answer.

MR. BRENA:  Your Honor, if | may. Your
Honor, and |I'mjust quoting fromthe transcript, you
hel d:

Let me ask that the itens be identified

as to whether they are to conply with

the O fice of Pipeline Safety corrective

action order, if the information is

readily avail able, whether it is

required to be done to conply with any

ot her safety standard.

And t he conversation -- and that hol di ng was
within the conversation of the 2002 budget. They have
i ndicated a capital budget for 2002, and Your Honor
conpelled themto identify those itens in that budget
that relate to the corrective action order, and to the
degree the information is readily available, to what
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safety standard, if any, they relate to.
MR. MARSHALL: And that's been done in BCB
21. If you look at that, that's the proposed 2002

budget. It goes through each of the line itens in the
capital budget. It has conments on where this mght be
found in terns of -- | will just give you an exanple.

One is a request for information about contai nment, and
there is a Departnment of Ecol ogy contai nment request
that O ynpic work on containment, and so there is a
budget itemfor that in the capital budget that's
attached as Exhibit 21.

MR, BRENA: Are you referring to,

M. Marshall, are you referring to an exhibit in the
suppl enental -- I'msorry, would you please identify the
exhibit that you're referring to?

MR, MARSHALL: This is BCB 21. The question,
of course, is one of first of all, what actions are
taken to conply with the Ofice of Pipeline Safety
corrective action order. And because there is no fina
order, we tried to do the best to explain that and to
try to identify things that we -- O ynpic has been doi ng
totry to respond in general to the thrust of sone of
these concerns. On other safety standards, for exanple,
on this Departnent of Ecology spill prevention plan, we
have a statenment in there about what the proposed budget
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is and how that relates to that and so on down the line
in this BCB 21.

MR, BRENA: Your Honor, that was a response
that was given, that generally lists what their budget
is, and was given prior to the notion to conpel being
argued or given, and we had asked --

MR, MARSHALL: -- Thursday- -
MR. BRENA: W had asked for themto go ahead
and break that down. Well, we didn't ask, Your Honor

ordered themto identify what itens in their capita
budget they're doing as a result of the Ofice of
Pi peline Safety and what actions are attributable to
ot her safety standards and to identify those capita
items. That's all we're asking for

MR, MARSHALL: What | pointed out is that on
the 13th when this testinmony was filed, BCB 21, it has a
listing of the proposed 2002 budget and a set of
comments that identify what the project is trying to
acconplish, in other words whether it's being requested
by the Departnent of Ecology for spill prevention or
what ot her safety standard it was trying to neet.

MR. TROTTER:  Your Honor, this is Don
Trotter, if | mght.

JUDGE WALLIS: M. Trotter.

MR, TROTTER. |I'ma little confused by the
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reference to BCB 21, because as | understand it,
M. Batch's interimcase only goes through BCB 7, so is
the reference to an exhibit in the general rate case?

MR, MARSHALL: It is and, you know, that
response to a data request is not part of our request in
this case, but if it wants to be nade as part of this
answer, we will incorporate that in this interimcase as
wel | .

MR, TROTTER: Well, | guess, Your Honor, nmny
guestion would be if, and I don't have BCB 21 before ne,
but if it contains the information responsive to this
request, if the conpany would just indicate that that is
their response, then that m ght nove us forward. Just a
suggesti on, Your Honor.

MR, MARSHALL: | think the parties ought to
take a | ook at that, and we can tal k about that
tomorrow. After you have a chance, Don, to take a | ook
at BCB 21, and M. Brena, to take a | ook at BCB 21, take
a look to see if this doesn't respond, and if not in
full, in large part to what you are |ooking for. And it
may be that you can't identify any particular capita
expenditure to a particular order fromone of the Ofice
of Pipeline Safety or the Departnent of Ecol ogy or what
it my be, but that's all set forth in the suppl emental
answer as to why that would be difficult to do. What
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BCB 21 tried to do is it tries to identify in as good a
formas we can the nature of the capital budgets for
2002 in ternms of just the kind of questions that | think
that you're asking at that interrogatory.

MR, BRENA: Your Honor, perhaps -- we're
going to pull that exhibit, and perhaps we could just go
on to the next one.

JUDGE WALLIS: Very well, let's do that.

MR. BRENA: Until we have an opportunity to
review that exhibit.

JUDGE WALLIS: Thank you.

MR, BRENA: Nunmber 11. Actually, well, and
it just showed up, hold on.

Well, it's going to take a little |onger than
just a quick glance, |I'mafraid.

JUDGE WALLIS: Well, M. Mrshall has
i ndicated that that appears to respond to your request
and has invited further discussions tomorrow. That
appears to be a good plan. Let's leave it at that and
nove on.

MR, BRENA: Okay. Nunber 11. On Nunber 11,
we asked specifically for an explanation as to why there
was such short maturities on the affiliated debt and how
the interest rates were calculated. W also asked for
themto identify the terns, the individual terms for the
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default for the loans with Arco and Equilon. They have

asserted that they are in default. 1In the technica
conference, they did indicate specific ternms that were
in default. In their supplenental response, they have

not. So | would |ike for themto explain the reasons
for the short maturity and the interest rate and how
they were calculated, and | would like for themto

i ndicate each termof the note they feel is in default,
which is what they did at the technical conference.

And the reason for this request is, of
course, to bring things out of the technical conference
so that it's in usable discovery form Let's see, and
in this regard, Your Honor ordered, and |I'm quoting from
the transcript:

Very well, to the information to the

extent that the conpany can provide an

explanation for the brief maturity rate,

the brief maturity date and the

determ nation of the interest rate, the

conmpany should do so. To the extent

that it's able to identify the terns

which are in default of the |oans of

Arco and Equilon, the conpany should do

So.

JUDGE WALLIS: M. Marshall



MR. BRENA: That's what we would |ike done.

JUDGE WALLIS: M. Marshall

MR, MARSHALL: You know, | had this
conversation with M. Brena before we got on to this
call earlier today, and | pointed out to himthat we
have already responded to Interrogatory Nunber 8, 9, 7,
6, a nunber of themthat are in our supplenenta
responses. And what we have said quite clearly is that
all of the I oans of Arco and Equilon are in technica
default, this is in answer to Interrogatory Number 8,
and that the Prudential and Chase | oans are current.
Each of the loans with Arco and Equilon are in technica
default because interest has not been paid when required
in accordance with the notes, and the notes speak for
t hemsel ves.

Wth regard to the final note by Arco, | have
pointed out to M. Brena that the revolving note, and
whi ch has been provided, of course, as all of the notes
have, in Paragraph 6(a), which again was gone into

detail in the technical conference, states that,
borrowers in default of the terns of this note for any
agreenent, in other words, the lender -- excuse ne, |
will start out again.

The |l ender will have no obligation to

advance funds under this note if (a)



borrower is in default under the terns

of this note or any agreenent that

borrower has with I ender, including any

agreenent made in connection with the

signing of this note.

All of the notes, of course, including this
note, require regular nonthly paynments of interest, of
accrued unpaid interest, and none of those conditions
have been made to pay interest. So the fact of the
matter is that M. Brena knows the reasons for default,
and they are that no interest has been paid on those
notes with Equilon and with Arco. So | don't know if
there's much to be gained by that. W think that we
have applied that in our supplenental answer at page 8.
We said:

M. Fox was questioned as to whether

QO ynpic was in default on his notes to

Arco, and M. Fox confirned. Those

notes provi de the best evidence of their

conditions. It was his understanding

that AOynpic was in default on all notes

to Arco including the | ast one.

Again, | don't think there's any uncertainty
at all about why they're in default on these notes. |If
there's any renmining di spute about what that is, and
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this response of nine here to M. Brena earlier and
again now and at the technical conference should suffice
to prove that -- why they're in default. | think we
have answered this fully in all of the prior
interrogatories and the supplenental and in the
techni cal conference on the 4th of Decenber.

Wth regard to the short maturities and the
interest rate, those are a product of the negotiations
between the parties, and we have indicated earlier that
the -- in answer to Interrogatory Number 7 that the
short interest or the short maturity of interest is
sonething that to be nore appropriately obtained from
the |l enders reference than the note, including Chase and
Prudential. But the fact of the matter is that those
are the conditions that were inposed by the | enders, and
there's nothing further that can be added to that as
well. Those are all statenments made not only in the
prior answers, but in the supplenental answer and at the
techni cal conference

MR. BRENA:  Your Honor, if | may.

JUDGE WALLI'S: M. Brena.

MR, BRENA: First, if -- Oynpic has not
responded by indicating what terns of the notes are in
default. They were conpelled to, and they have not.

Now i f M. Marshall wished to be -- | nean he has just
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made representations about the individual terns that are
in default. It seens to ne that the easiest thing to do
is for himto supplenent his response to make those
representations that those are all the terns that are in
response, and that would be acceptable to Tesoro.

We had this conversation earlier. He
menti oned page 8 then about M. Fox, and he said he
confirmed -- there is no discussion whatsoever in the
response as to what individual terns are in default.
That is a conversation that took place in the technica
conference. That is inportant to understand why those
ternms are in default. | would prefer to have ful
responsi ve di scovery to nmy request rather than
representations of counsel in the mddle of argunent.

MR. TROTTER:  Your Honor, this is Don
Trotter, | can confirmthat at the technical conference
there were specific terms addressed. And as Your Honor
knows, the pre-hearing conference order does say that we
can't rely on those. So it's ny belief as well that the
di scovery is essential to follow up on those notions.
But this topic was discussed, so | think the information
does exi st.

MR, BRENA: Your Honor, if | may continue
with regard to the short maturities and interest rate.
I nean here's a situation where a conpany created its
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own crisis by borrowing $50 MIlion or $60 MIlion that
was due to be paid back in six nonths with no way to pay
it back, and it's affiliate debt. Now sonebody had to
have a plan, and they -- and | nmean you don't go out and
borrow noney that you don't have any way to pay back
They could have -- we could be at the end of this rate
case, and they could get every penny that they're asking
for, and they still could not -- they didn't even file a
rate case before then. So, you know, the explanation
that, well, this is best by the | enders when the | enders
are their affiliates and they're shareholders in this
situation and created -- it created a financial crisis
of their own making that they're trying to use to get
emergency relief, you know, there needs to be sone
expl anation for why the affiliates funded this conpany
with short-term debt that was sure to go into default.
Now that is what we're asking for, an
expl anati on for why you go out and borrow $40 M1 Ilion or
$50 MIlion that you can't pay back in six nonths. Now
fromthe corporate mnutes, we have divined that it
appears that the shareholders had in mnd a |ong-term
arrangenent, and they were going to roll the short-term
debt into a long-term arrangenent. But whatever the
explanation is, we shouldn't have to divine it. Their
-- much of their case relies on their self created
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crisis because of the short-termnature of the affiliate
debt. We're entitled to an explanation, you ordered
themto give us one, we want to hear what it is.

JUDGE WALLIS: M. Marshall

MR, MARSHALL: Well, again --

JUDGE WALLI'S: Not again, just a brief --

MR, MARSHALL: -- O ynpic doesn't have
control over what the amounts | oaned to O ynpic will be
or what the interest rates are going to be. It is

entirely up to people who are not behol den to O ynpic.
True, they are shareholders in OQympic, but it's no
different than to say, M. Brena, why don't we borrow
noney from Tesoro because Tesoro is a shipper on
QO ynpic. They have an interest in keeping this pipeline
going. |'msure that M. Brena would say, well, Tesoro
is unwilling to give you guys any noney because what are
you going to pay it back with, why should we | oan you
any noney.

JUDGE WALLIS: M. Marshall

MR. MARSHALL: Yes.

JUDGE WALLIS: | again am concerned that
we're going into an argunent phase when really at this
juncture we're -- | don't think it pays us to specul ate

about what people were thinking or their notives. Wat
we're | ooking for is docunentation and statenents of
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reasons if they exist, and I would like to see us
confining our discussions to those. | think it wll
help us get to where we need to be a little bit faster

Let me see if | understand what you're
saying. You're saying that you believe that the
conpany's response to M. Brena's data request is
conplete; is that correct?

MR, MARSHALL: That's correct, the prior
responses we nmade and the suppl enental responses that
i ncorporate those prior responses we believe in the
short maturity and interest issue that are conplete.

And we believe we have responded al so to what the issues
are on why the loans are in default, which by the way is
a conbination of |egal conclusion and fact based on the
notes thenselves and the facts that their payments on

i nterest have not been nade.

JUDGE WALLIS: And, M. Brena, you find that
this strains your credulity and believe that there is
nore, but you're faced with M. Mrshall's
representation that the response is conplete; is that a
correct statement?

MR. BRENA: Yes, but it's not a conplete
statement. In the corporate mnutes, there's
i ndications that this finance comiittee was working on a
fi nanci ng package with O ynpic or for Oynpic, and
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there's some explanation that their |ong-term plans

br oke down because of a sharehol der conflict. So let ne
say that the reasons for the short nmaturity are known to
O ynpic. That is evidenced by their own corporate
mnutes. And so | would like for themto proffer why it
is that they -- why it is that -- their understandi ng of
why their sharehol ders, their |enders, funded them noney
on a maturity date that could not possibly be repaid.

It seens |like a reasonable thing to be able to ask them

JUDGE WALLIS: M. Trotter, do you --

MR. BRENA: And so | would say that no, it
just doesn't strain nmy imagination, but it also
contradicts their board minutes.

MR. FI NKLEA: Your Honor, this is M. Finklea
for Tosco, we strongly join Tesoro in this request.

JUDGE WALLIS: M. Trotter.

MR. TROTTER:  Your Honor, it does strike ne,
in M. Marshall's response he referred to notives of the
| enders, but certainly the entity getting the noney had
reasons to get it on the ternms that they got it. And so
it does seemto ne that if there is no explanation, they
shoul d, for the short maturity, they should identify
that. And if there is, they should explain what was
going on. There should be a story there, and if there
is, then it should be told.
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JUDGE WALLIS: Very well, M. Marshall
M. Batch is your w tness, perhaps M. Batch could
respond to this either by saying that there is no
expl anation or to provide such explanation as he is
awar e of.

MR, MARSHALL: Very well. What we wil
probably be doing is what we suggested at the technica
conference with M. Fox was asked about this, and that's
to say this was the best that could be done under the
ci rcunstances. Wiy woul d anybody | oan noney to this
outfit under any terns.

MR, TROTTER:  Your Honor

JUDGE WALLIS: M. Trotter

MR. TROTTER:  Your Honor, at the technica
conference, there was di scussion about a financing
committee and a strategy that apparently did not cone to
fruit. And there was al so discussion of what
M. Marshall just said, but there was definitely
di scussion about that, and it does not appear in this
response.

JUDGE WALLIS: Very well. M. Marshall, we
really would |ike you to follow up on the discussions at
t he technical conference and confirmthose and
suppl enent themto the extent that the conpany is able
to do so. That is consistent with the ground rules on
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whi ch the technical conference was conducted, and
think it would help nove us along if that is
acconpl i shed.

MR, MARSHALL: We will further suppl enent
that. We thought that we had answered fairly
definitively in the supplenental response to
I nterrogatory Number 10, but we will speak to those
specific issues in further response.

JUDGE WALLIS: Thank you.

MR. BRENA: Your Honor, and just one coment,
| suspect -- we have asked for the information fromthe
finance cormittee through -- that was provided to the
board, and |I suspect that nuch of the story is told in
t hose docunents, and we specifically requested those to
the degree they were provided to the board, which they
shoul d have been.

Are we at number 127

JUDGE WALLIS: | believe we are.
(Brief recess.)
JUDGE WALLIS: We left off, | believe, ready

to take up item12; is that right, M. Brena?
MR, BRENA: Yes, Your Honor.
JUDGE WALLI'S: Pl ease proceed.
MR, BRENA: Are you ready for ne to proceed?
JUDGE WALLI'S: Yes, please proceed.
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MR. BRENA: We asked for a reconciliation
between the $72 MIlion that they borrowed fromtheir
sharehol ders in the year 2000 versus their reported Form
6 capital expenditures of only $12 MIlion. Your Honor
hel d that, according fromthe transcript again:

M. Ryan, it does strike nme that the

gquestion is a fair one and that the

reconciliati on between the exhibits in

the FERC Form 6 should be a relatively

easy matter for the conpany to do, and

therefore I will ask the conpany to

provi de that information.

The information which they provided doesn't
provide a reconciliation between these nunbers at all as
near as | can deternmne. M argunent is done.

JUDGE WALLIS: M. Marshall

MR, MARSHALL: M argunent is that this
suppl enental response is it. Notes aren't earmarked for
speci fic capital expenditures, period. There's no
reconciliati on needed.

JUDGE WALLIS: Very well

M. Trotter, do you have any observations on
this itenf

MR. TROTTER: One noment.

MR, MARSHALL: | do believe there is a typo
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in our supplenental response about the $12 MIlion for
capital expenditures, and | think we say in our answer
$2 MIlion.

MR, TROTTER: Your Honor, | think the request
was that the conpany appears to have borrowed $72
MIlion in a year in which they had capital expenditures
of only $12 MIlion. The response does refer to notes

with respect to Equilon, and it's my understandi ng that
those notes were based on noneys that were allegedly
given to Aynpic in a prior year. Now if that's -- if
my recollection is correct, that would be at |east an
expl anation of why at least to that extent the nunbers
do not appear to be consistent, but that's not what they
-- how they responded, so ny recollection may not be
correct. But it did appear there mght be nore of a
story here than the response, but M. Mrshall probably
knows the exact details of that.

MR. BRENA: And, Your Honor, just to clarify
what | expected, there's $72 MIlion at issue, and
there's $12 MIlion accounted for. That's $60 MIIlion
m ssing. And whether or not a note is earnmarked for a
capital expenditure or not, there nust be sone
expl anation for where $60 MIlion went to. It didn't go
to capital expenditures, and so | was asking for a
reconciliation fromthe $72 M1 lion nunber to the $12
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MIlion number. In ny mnd, that reasonably antici pated
an explanation for the mssing $60 M11lion.

JUDGE WALLIS: M. Marshall

MR, MARSHALL: Well, there's nothing mssing.
He set up an equation here that says you're going to
borrow everything for capital expenditures, and because
you haven't shown what you're spending on capita
expenditures equal to the amobunt you borrowed in a
particul ar year, therefore there must be sone
expl anation that you need to make. There isn't.

These notes are not earmarked specifically
for capital expenditure. Notes can be done to refinance
ot her notes, for exanple. There's no m ssing $60
MIlion here. That's a false premise. And there is no
-- because there is no earnmarking specifically for
capital expenditures, there's no reconciliation
necessary.

MR. BRENA: |If the explanation is the $60
MIlion went to other operating expenses or expenses
associ ated with Whatcom Creek or whatever it was spent
on, whether or not the $72 MIlion they borrowed is
earmarked for capital expenditures is only one part of
the issue. The other part is that if you borrow $72
MIllion but you only spend $12 MIIlion on capita
i mprovenents, and if it's correct that you don't earnmark
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it, then what was the noney used for

JUDGE WALLIS: M. Brena --

MR, MARSHALL: -- in its response to
Interrogatory Nunber 31 states that --

JUDGE WALLIS: M. Marshall

MR, MARSHALL: Yes.

JUDGE WALLI'S: Hang on for just a second.

M. Brena, it does appear that the conpany's
response says that the notes are not earnarked
specifically for capital expenditures and that the
remai ni ng bal ance was incurred to cover cash needs. It
appears to be a full response. It may be that as
M. Trotter indicates there's nore to the story, but I'm
not sure that this request calls for it, and it strikes
me that the response is adequate.

MR. BRENA: Your Honor, we still have the
i ssue of the difference between 72 and 43, and we stil
have -- | mean | suppose that cash needs, to ny way of
t hi nki ng, just saying cash needs does not provide a
reconciliation of one balance to another. | nean of
course it was cash needs, to state the obvious. But I
would like identified in nore detail what cash needs
this nmoney was borrowed for. | nmean they went out and
borrowed $72 MIlion, and if what they're saying is they
can't explain where it went other than cash needs, it
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just seems to me that there ought to be sonething nore
than that to be a proper reconciliation of the nunbers.

JUDGE WALLIS: Well, I'"mnot sure that
they're nunbers that by definition can be reconciled in
that 1'mnot sure that your postulation is correct that
the two nunbers are directly related so that they nust
add up. The conpany has provided you its financia
statements and is updating those financial statenents.
Those statements appear to give a nmore conplete picture
of the conpany's cash and other financial indicators.
And as M. Marshall has indicated, |I'mnot sure that |
see that there -- that there is the kind of equation
that your inquiry appears to suppose.

MR, BRENA: Your point is well taken, Your
Honor. Assuming that the point is correct or at |east
you're holding, that there's still a need for the
expl anati on. We have asserted that they borrowed $72
M1llion, and they have indicated that they have recorded
notes in the amunt of 43 where M. Batch's testinony
i ncluded $72 M1 1lion of |oans.

JUDGE WALLIS: M. Marshall, can you address
t hat ?

MR, MARSHALL: Well, without talking to
M. Batch, no. But, you know, | don't know, | think
that Equilon |oaned 45, others may have | oaned the rest.
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It may just be that sinple. But he hasn't asked for
that reconciliation in this Interrogatory 31, so | don't
-- 1 can't really speak to what he's now aski ng.

JUDGE WALLIS: It does strike ne that the
answer appears to be an adequate response and that we
shoul d nmove on.

MR, BRENA: Number 13, security docunents for
notes. | amjust trying to be sure that M. Marshal
has produced in response to the Staff or us all security
docunents relating to the notes. And the reason for ny
guestion is as we found out in the technical conference
that there were additional security docunments which had
not been provided.

We were shown, for exanmple, we had a
di scovery request with a second anmendnment to a nmaster
agreenent we didn't have at the tine, a master agreenent
or a first amendnent. W were told that there nay be
t hroughput agreenents, which we have a copy of the
t hroughput agreenents. And there was a reference with
regard to the minutes, that there may have been an
agreenent with regard to sonme |ong-term financing at
some point. So | amjust asking for himto confirmfor
the purposes of going forward in this case that al
security instrunments have been provided to either Tesoro
or the Staff.
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JUDGE WALLIS: M. Marshall

MR. MARSHALL: Yes, in response to WIC Staff
Dat a Request Nunmber 16, we provided all of those
docunents identified in the technical conference, which
i ncluded Attachnment 1 to this request, the master shelf
agreenent, the security agreenment associated with the
Prudential note that was identified in BCB Number 5 at
page 3. This is a stack about an inch and a half thick
of throughput and deficiency agreenents and master shelf
agreenent, so.

And not only that, this was, of course,
provi ded sonme tine ago now, Decenber 11th, and | hadn't
heard from M. Brena that he had any further issue about
that. He's stating that our response is no response,
but we think that actual pre-hearing conference
transcri pt shows that Your Honor said, "I believe this
was covered el sewhere.”" And then we did respond in
Request for Production Nunmber 3 that these security
notes and instruments were provided in the response to
the WIC Staff Request Nunber 1, Question Nunber 3, which
had been provided to Tesoro. So we suppl enented this,
you know, three or four different ways.

MR, BRENA: And | would just ask for
clarification, Your Honor

M. Marshall, have you identified each of



00431

those security agreenents and the notes to which they
have attached?

MR, MARSHALL: W have responded in a
suppl enental response, we have responded in a Staff data
request, all of the security agreenents that are
responsive in both of those we have been told are the
security arrangenents that have been nade. | can't do
any nore than what the client has told ne and --

MR, BRENA: Your Honor --

MR. MARSHALL: -- heard fromthe technica
conference on --

JUDGE WALLIS: M. Brena.

MR. BRENA: Yes, sir.

JUDGE WALLIS: You interrupted M. Mrshall
and as a consequence, we did not get the end of his
statenment nor any of yours.

M. Marshall, would you pl ease restate your
response.

MR. MARSHALL: Yes. | think that it's clear
that for the technical conference, all of the security
arrangenents were identified, and we have represented,

O ynpic has represented that Staff Data Request 16 and
then the Tesoro request for production Nunber 3 where we
refer back to the Staff data request, that those are the
security agreenents that are in existence. And | think
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that it's, you know, everybody's notes fromthe

techni cal conference should indicate that those are the
things that were identified by M. Fox and Ms. Cindy
Hammer. | don't think we can say anything nmore. This
has been suppl enented two or three different tines now.

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

MR. TROTTER: Yes, Your Honor. The data
request UTC Number 16, they did say that the master
shel f agreement and the security agreenent were
associated with the Prudential note, and those were the
-- | think those were the additional docunents that were
given. So in addition to the first notes that were
provi ded and then the response to Staff Data Request 16,
whi ch are associated only with the Prudential note, we
have assunmed now that we have all of the docunents.

MR, MARSHALL: Right, the notes thensel ves,
that's a good clarification, M. Trotter, the notes
t hemsel ves provi de additional security arrangenents, but
these were the ones that were asked that extended to the
Prudential notes in addition to the material that's
al ready enbodied in the notes previously produced.

MR, TROTTER. Well, let's be specific, |
think our request was for the Prudential notes because
those were the only itenms that were identified at the
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technical conference. M. Brena's request asked for any
security arrangenent associated with any of the notes,
and I'mtaking it fromyour discussion that there aren't
any as to the other notes, just the notes thenselves.
And as to the Prudential note, there is the master shelf
agreenent and the security agreenent. But as to the

ot her notes, the notes are what they are, and there's no
ot her security agreenent associated with them other than
what was provi ded.

MR. MARSHALL: Right, and that's what | was
trying to get at, the notes do provide for, in the text
of the notes thenselves, for additional security.

JUDGE WALLIS: Very well

M. Brena, does that respond to your inquiry?

MR, BRENA: Perhaps. Let nme ask a point of
clarification.

It was nmy understanding that the Arco note
was secured by a throughput agreenent, throughput and
deficiency agreenent, and that that has been provided;
is that correct?

MR. MARSHALL: That's true.

JUDGE WALLIS: M. Marshall, you indicated
you believe it has been provided?

MR. MARSHALL: Yes, that's correct.

MR, BRENA: And then just so there's no
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1 confusion, there was sone reference in one of those,

2 actually in the Prudential |oan docunment, with regard to
3 sone security or financing agreenent that had been

4 reached between the sharehol ders. That agreenent has

5 not been nenorialized, and there is no security

6 agreenment associated with it?

7 MR. MARSHALL: [|'mnot sure | understand the
8 question.

9 MR. BRENA: | n one of the introductory
10 paragraphs to the Prudential note, there is a reference
11 to a financing agreement between the shareholders. [|'m
12 just asking if | understand your representations, that
13 there is not a financial agreenent between the owners
14 and that it is not secured; it doesn't exist, there is
15 no security.
16 MR. MARSHALL: Yeah, and | think the notes
17 thenselves indicate security in addition to whatever
18 else was produced in regards to Prudential materi al

19 MR. BRENA: Ckay, | think based on those
20 representations, Your Honor, |I'mfine.

21 JUDGE WALLIS: Thank you, let's nove on.
22 MR, BRENA: Okay. External financing. W

23 asked for Oynpic to identify any steps that they have
24 taken in order to obtain external financing. M
25 understanding of their response is that they have not
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made based on their judgnment any formal | oan
applications, and they go on to explain all the reasons
why. | just want to be sure that the representations
that they have nmde are conplete and that we can rely on
them and that there has not been any application to any
ext ernal | ender.

JUDGE WALLIS: M. Marshall, can you nake
that representation?

MR. MARSHALL: Well, we have nade it in the
first response to Request for Adm ssion Number 13 that
Tesoro has asked. W have said it again at the
technical conference. W said it again in response to
Interrogatory Number 10. There's probably -- we can
keep saying it several times over, but | think that the
conpany has been very clear that any applications that
it would make to external sources would not only be
futile, but also because of the Prudential note, it's
probably restricted, any application that O ynpic could
make now to the two sharehol ders. And of the two
sharehol ders, it's clear in answer to Interrogatory
Nurmber 10 that Equilon has refused to |oan further funds
to AOynpic. And then we further go on in response to
suppl enental response on Interrogatory Nunber 10 to
indicate all of these things in significant detail. The
one thing we haven't done that we're considering doing
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and may do is to ask Tosco and Tesoro for a | oan, and we
haven't done that yet, but |I'mnot going to preclude our
doi ng that.

MR. BRENA: Your Honor, this is Robin, the
answer that they supplied was | ong on explanation and
conpl etely devoid of any step that they have taken to
obtain external financing. So if the representation is
they have not taken any steps, for whatever reason, they
have not taken any steps to obtain external financing,
wi |l accept that representation and nove on

JUDGE WALLIS: M. Marshall, at the risk of
continuing this further, can you say yes or no as to
whet her that statement is accurate?

MR, MARSHALL: | think our Interrogatory
Answer Number 10 is the best we can say. W have a
Prudential note that prohibits, as M. Brena is aware,
of getting external financing from anybody until that
note is paid off. If M. Brena's client wants to pay
that note off, then we can start making application. W
have set forth all of the reasons why we have done --

A ynpi c has done what it has done. And it's not only a
restriction in the Prudential note, but it's the
futility of trying to get external financing from
anybody under the circunstances confronting O ynpic.
And we have said that in response to Request for
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Admi ssion Number 13 a long tinme ago, that any such
request for external financing would be futile. Those
are the words, and we stick by that statenent.

JUDGE WALLIS: And the conpany has not
undertaken any of those steps; is that correct?

MR. MARSHALL: Since the Prudential note was
made and since those restrictions were inposed, it has
not asked for anybody to go out and repay the Prudentia
note ahead of time and to loan further funds. W may,
as | say, because of the extensive information that
Tosco and Tesoro have about the finances of Oynpic, we
may want to ask themto put their noney where their
nmouth is and see if we can get a |loan fromthem but we
haven't done that yet.

JUDGE WALLIS: Very well, it appears to be a
response to the inquiry, and | believe it's tine to nove
on.

MR. BRENA: Efforts to obtain interna
financing. By internal financing, I"mreferring to
affiliate financing. M. Marshall is right, and
pointed out to themin the technical conference that the
terms of the note did not allow themto get externa
financing, and therefore | asked themto describe the
process by which they could obtain internal financing
and where they were in that process. The answers that



00438

1 we have gotten back describe Oynpic's interna

2 budgeting process and do not describe the process

3 whereby A ynpic requests or their affiliates may | oan
4 them noney.

5 And | have asked them where they are in the
6 process, what steps they have undertaken to raise funds
7 necessary for the capital budget fromaffiliate | ending
8 sources. | have asked themto identify those affiliate
9 |lending sources and identify specifically what steps
10 they have taken to do that. What we have gotten again

11 is long on explanation and short on steps. |'m not

12 interested in any reasons why they have or haven't done
13 it. I'minterested in an explanation as to what the

14 process is in order to draw down noney on the Arco

15 revolving loan. |'minterested in what the process is

16 that they request funds fromother affiliates and to

17 what degree other affiliates nmay be available. They

18 have identified that Equilon is not available. They

19 have not identified whether alternative sources are or
20 may be available. And so far their response -- | nean |
21 don't know what the process is, and I don't know where
22 they are in the process of drawing it down.

23 At the technical conference, | asked them

24 several tinmes, have you nade any sort of interna

25 request for the funds that you're saying that you need,
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and | just can't seemto get a clear answer. | get
answers about private conversations in hallways. | just
don't -- | don't -- | don't -- | am not aware of any

step that they have taken to obtain internal financing
either through the Arco note or through any other

source, and | would like to -- a description of the
process, and | would Iike the -- where they are in the
process of asking to be granted.

In the pre-hearing -- in the notion to

conpel, and |'m quoting again, Judge Wallis, you held,
and | quote:

It strikes me that a description of the

aut horization of budgeting process need

not be |l engthy or unduly detail ed, and

it should be a matter well known to

A ynpic and that a response woul d be

appropri ate.

And | would Iike one.

JUDGE WALLIS: M. Marshall, can you help
clear this up?

MR, MARSHALL: Yes, our answer to
Interrogatory Nunmber 10, we stand by that. There's
nothing nmore. | would note parenthetically that
M. Brena has just now said and on his questions about
external financing why it was futile, because the
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Prudential note, as he quite correctly now admts
following a five to ten m nute argunent before on
external financing, doesn't allow Aynpic to go out and
get external financing from anybody until that
Prudential note is paid off. The sane thing is true for
this internal financing issue. W can keep repeating
ourselves, but | think that Interrogatory Number 10
states the status of where we are on financing, and we
will stand by that answer.

MR. BRENA: And, Your Honor, | think this
one's going to go the full circle. If they're willing
to represent that they haven't taken any steps to obtain
internal financing either under the Arco note or from
any ot her source, we would be willing to accept that
representation and nove on.

MR. MARSHALL: That's not what we said.

MR. BRENA: The technical response to
I nterrogatory Number 10, they go through a detail ed
expl anation of all the reasons and all the suspicions,
and all we want to know is what the process is and where
they are in it.

JUDGE WALLIS: M. Marshall

MR, MARSHALL: Interrogatory Nunmber 10 does
tal k about what we have tried to do both externally and
internally. There is no process any nore than there is
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a process for going outside to obtain externa

financing, as M. Brena has now said. The only process
that we can describe is, |ook, Arco and Equil on both
know that there is a need for funds. Neither one of
them has an obligation to | oan a penny nore to A ynpic
any nore than anybody, a sharehol der of Enron woul d want
to put any noney into Enron fromthis point on.

They have taken steps, as we have said in our
interrogatory responses, to file these applications for
rate increases at the FERC and the WUTC. If we get rate
increases, if there is a positive response to the
request for funds -- and by the way all pipeline
expenses and capital expenses that serve the interests
of shi ppers ought to be paid by the shippers in rates.
They shoul dn't have to be paid by sonebody that happens
to own shares. This is a fee that should be paid. |If
those applications at the FERC and the UTC are granted
on general rates and on the interim then there may be a
reason to be able to go back and ask for further
I endi ng.

But at this tinme, pending the outconme of
these events, that M. Fox has said would be futile. He
put this all in his Interrogatory Nunber 10. So where
we are right nowin the process is we are in the process
of asking for general rates to cover the expenses that
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we have so that there is no reliance on having to
continue to ask for borrow ng of noneys that may never
be recovered.

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

MR. TROTTER: Well, Your Honor, it seened to
me that your order was pretty specific, and there has
been a suppl enental response. And if that's the
conpl ete response, then so be it.

JUDGE WALLIS: It does strike ne again that
the conpany's response is conplete and that it appears
to answer the questions that have been asked.

Again, M. Mrshall, you are representing
that there is nothing further; is that correct?

MR. MARSHALL: Yes, there is no further
understandi ngs with Arco or Equilon on -- do we have the
idea that they will |oan us sone nore noney under
certain sets of circumstances, the answer is no, M. Fox
sai d that.

JUDGE WALLIS: So then the answer to the
question, w thout reservation then, is yes, there are,
there have been no steps; is that correct?

MR, MARSHALL: No, the steps that we have
outlined is that the board of directors has authorized
the filing of these rate cases in order to secure the
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necessary backi ng through rates to enable the conpany to
go out and obtain nore financing through debt or equity
or both. But until that happens, it's a futile effort
totry to obtain anything further fromeither externa
sources, and the internal sources that we have indicated
have -- if the nobney can't be obtained, this pipeline
systemw || not be operated unsafely. It may well be
that the pipeline has to be shut down until we can find
out howto maintain this in a safe and reliable manner

JUDGE WALLIS: What |'m |l ooking for
M. Marshall, is really a yes or no answer. |s there
anyt hi ng ot her than what you have described or not?

Yes, there is; no, there isn't.

MR. MARSHALL: We have said all that we can
say in our supplenental answers, and | don't purport to
try to summarize all of them They are there, they have
been filed, everybody has them But | would take that
as a whole rather than try to say yes or no, we haven't
taken any particular steps. W think the filing of the
cases at the FERC and the UTC is a step.

JUDGE WALLIS: Very well, let's nove on.
MR, BRENA: Your Honor, | have tried very
hard to refrain fromargunent. |It's getting

increasingly difficult to do that when there's
suggestions that this pipeline my sonehow be allowed to
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be shut down and strand --

JUDGE WALLIS: For M. Brena, M. Marshall
that's not the purpose of our session here today, and
that kind of broaching that topic is not responsive to

the inquiries that we have to address. It wasn't
responsive to nmy question, and | amgoing to state that
it will not be considered. People will have the

opportunity to argue and to present evidence on
consequences of different options, and this is just not
the time. So let's disregard the statenents that were
made. Let's not respond to them and let's nove on

MR. BRENA: Number 16, Your Honor, debt
versus equity financing. They agreed to advance their
best efforts to acquire and explain why their
shar ehol ders chose to fund this conpany with debt
instead of with equity. This is a -- thisis a
relatively inportant issue in this case. There is no
equity investnment in this conpany, and there should be
sonme expl anation offered as to why they chose to fund it
in the way that they did.

It's further ny understandi ng that much of
the Equilon what's being deenmed a | oan today was in fact
just funds given to Oynpic Pipeline that were not
characterized at the tine and that later were
characterized as | oans.
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It appears to nme that the thin capitalization
of this conpany to them choosing to fund the Whatcom
Creek expenses through | oans instead of equity has put
this company in a tough financial position, and we would
li ke an explanation as to why they are | oani ng noney the
conpany can't pay back instead of stepping up and
supporting it with equity.

JUDGE WALLIS: M. Marshall.

MR, MARSHALL: d ynpic has provided a
suppl enental response to Interrogatory Nunber 16, and we
will stay with that answer. But the real question that
M. Brena is asking is why don't these sharehol ders put
in nmore noney of their own and not even have it as a
| oan but just have it be nore good noney after bad. The
fact is that this conpany doesn't have nuch equity when
you take out all of the costs that have been incurred
while the pipeline was shut down. That's the
expl anati on.

MR. TROTTER: Your Honor, this is --

MR. MARSHALL: Their explanation.

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

JUDGE WALLIS: M. Trotter.

MR, TROTTER:. My recollection of the order
was that Oynpic would agree to make best efforts to
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inquire, and the response basically reiterated the prior
responses. So if there was an effort to inquire, maybe
that coul d be addressed.

JUDGE WALLIS: ™. Marshall, did you nake
or --

MR. MARSHALL: Yes, of course we did.

JUDGE WALLIS: -- was there an effort to
i nquire?

MR, MARSHALL: That's what all of the prior
interrogatory answers reflect is a concerted effort by
O ynpic to respond. Your Judge's order was as follows:

I'"'ma little bit concerned here that

this is not a matter that is necessarily

easy of explanation and that its

rel evance may be a little bit nore

t enuous than other questions. | wll
accept M. Ryan's representations that
the conpany will nake its best efforts

to inquire and then supply any response,

and | believe that will deal with this

i tem

What we have done is indicated in our prior
answers to Interrogatories 10 and 11, which incorporate
the response to Interrogatory Number 10, and all of the
references to M. Fox at the technical conference, this
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is an argunmentative question. It is not easy,
necessarily easy of information. And its relevance
really is tenuous. Basically the question is why don't
the sharehol ders put in nore noney. |It's nore easy to
answer than to ask why don't Enron shareholders put in
nore noney.

JUDGE WALLIS: So your response is that there
was an inquiry, and you have conpletely stated the
nature of your response; is that correct?

MR. MARSHALL: Yes, when you take all of the
responses together in the various interrogatories that
we have referred to in these suppl ementations, we have

MR, BRENA: Your Honor, may | ask for
clarification as to what specific inquiry has been nade
since the notion to conpel has been entered?

JUDGE WALLIS: M. Marshall, M. Ryan did say
that he woul d nake an inquiry.

MR, MARSHALL: Yes, inquiries have been nade
to M. Beaver and M. Fox and Ms. Hammer and to
M. Batch. All of these people have sent in suggested
answers to us that are protected under attorney-client
privilege, of course. W have incorporated those
answers into all the various supplenentations. Those
suppl enent ati ons have been reviewed by all of those
peopl e that we have nentioned. | believe that that
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constitutes inquiry in a fairly deep and concerted way.

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

JUDGE WALLIS: M. Trotter.

MR. TROTTER: It was unclear to me whet her
any of those persons were representing sharehol ders of
A ynpic, and perhaps M. Marshall could confirm which
ones were representing the answer of the sharehol ders.

MR. MARSHALL: Well, | don't -- | don't
believe we are able to answer on behal f of sharehol ders.
We can't. W haven't been asked to. We're representing
Aynmpic. 1'mnot here to represent Arco, Equilon, or
anybody el se.

MR, TROTTER: Your Honor, | had interpreted
the requirenment to make the inquiry of the sharehol ders,
so maybe there was a m sunderstandi ng, and maybe the
m sunder st andi ng was ny own.

MR. BRENA: The m sunderstandi ng woul d be
shared by ne, so it would not be his al one.

MR. FI NKLEA: That was certainly Tosco's
under st andi ng as wel | .

JUDGE WALLIS: M. Brena, can you --

MR. BRENA: It's not clear to nme whether the
inquiry which M. Marshall just represented was inquiry
t hat happened in response after the notion to conpel or
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was nerely a recitation of prior -- of things that had
happened prior to the entry of the order, so could
have clarification on both of those?

JUDGE WALLIS: M. Marshall

MR. MARSHALL: Well, we said in our answer,
our supplenmental answer, that as indicated in our prior
responses, QO ynpic Pipeline Conpany operates through its
board of directors pursuant to Del aware corporate | aw,
and our sharehol ders act through corporate |aw by
el ecting a board of directors. The decisions on
financing are nade by the board of directors, not by

A ynpi ¢ shareholders. | don't represent O ynpic
sharehol ders. | never have, and | can not. | can not
speak for them | can't speculate as to why they do

certain things and not other things. This is a matter
of corporate law, and it's a matter of who | represent.
I have no ability to conpel anybody in those two

i nstances to provide any information to me.

VWhat we did is we get through the board of
directors of a company, those board of directors are
duly elected, and | don't -- | don't see in the
transcri pt where we were required to go out and talk to
shar ehol ders and find out why they m ght do X versus Y.
We tried to answer in accordance with the corporate
structure, and we tried to answer as conpletely as we
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can, and we have nade these inquiries after receiving
the ruling of the adm nistrative | aw judge here on what
was the ability to provide debt financing rather than
equity financing.

JUDGE WALLIS: In reviewing the transcript at
page 214, it does appear that M. Marshall's response
falls within that, and | think it's tine to nove on.

MR. BRENA: Any future plans for external
financing. W asked for it, and | ooking for the
reference quoting Judge Wallis:

Very well, the future plans for external

financing, if any, should be provided.

The capital structure ratio objectives

and related information can wait for the

general rate case if it's pertinent to

t hem

JUDGE WALLIS: M. Marshall.

MR, MARSHALL: Yes, M. Brena says that there
is no supplenmental response to this. |In fact, there
was, pages 24 and 25 of our supplenental responses. W
sai d:

As stated in all prior answers to data

requests, Oynpic's plans for future

financing are heavily dependent on the

out come of this Docket Nunber TO 011472
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and the parallel FERC proceeding.

And then we go on to repeat the information
set forth in Interrogatory Nunber 10 at the conference,
techni cal conference on Decenber 4th, and then concl uded
by sayi ng:

A ynpic has no ability to obtain

external debt financing, no ability to

obtain additional financing from

Equil on, and uncertain ability to obtain

financing from Arco.

Qur plans are to wait for the outconme of this
docket to find out what is even within the real mof the
possi bl e.

MR. BRENA: Your Honor, this is Robin Brena.
In their response, this is one of those responses in
which he is correct to say we said no response. What we
i ntended to say was that there was no response that was
responsive to our request. So | would like to clarify
t hat .

Secondly, in his response, he says:

As stated in all prior answers to data

requests, Oynpic's plans for future

fi nanci ng.

Well, that's what we're asking about, what
pl ans? We're asking themto describe those plans.
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I nstead, he's describing what they' re heavily dependent
on. Either they have a plan for future financing or
they don't. He refers specifically to those plans in
his response, but he doesn't describe what they are.
That's what we're asking for a description of.

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

MR. TROTTER:  No.

JUDGE WALLIS: M. Marshall, do you represent
that there are no future plans except such as the
conmpany has identified in its responses to data
requests?

MR, MARSHALL: Yes, all of our future plans
are contingent on the outcone of this and the paralle
FERC proceedi ng, which is what we said.

JUDGE WALLIS: Very well, let's nove on.
MR. BRENA: Your Honor, if | may with regard
to this particular point, I mean there is this finance

conmittee out there that's been struggling with howto
put in place long-termfinancing for this conpany for
sone time. There is currently a sharehol der

di sagreenent on it, and the actual |oan docunents

t hemsel ves evidence that there can be sharehol der funded
| oans into this -- into this conpany. So it would -- it
woul d seemto nme as though again this goes back to what
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are their long-termfinancing plans for this conpany.

JUDGE WALLIS: And M. Marshall is
representing that there are none and that none can be
attenpted until the present rate proceedi ngs are
concl uded.

Is that right, M. Mrshall?

MR. MARSHALL: That's what we said, and
that's absolutely correct, that all of these have to
await the outconme of these proceedings.

JUDGE WALLIS: So it strikes nme that that is
t he conpany's response.

MR, BRENA: | apol ogi ze, Your Honor, | agree,
I didn't understand himto say that until you just
clarified it, thank you.

Sources of internal financing. | have just
asked themto identify what potential sources of
internal financing are available to them | think

perhaps |I'mjust going to nove on fromthis one, because
I think it will follow the sane cycle as the externa
financing, the specifics of the external financing plans
that we asked.

Is that reasonable to assume, M. Marshall?

MR, MARSHALL: Well, once again, we have
responded to this request even though you state that
there's no response, and the response is on pages 38 to
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39 of the supplenental responses served |ast Friday.

MR. BRENA: And it's your representation
that's a conpl ete response?

MR. MARSHALL: It refers to other
interrogatory answers, and this is the response.

MR, BRENA: Your Honor, | will just accept
those representati ons and nove on.

JUDGE WALLIS: Very well

MR. BRENA: Paynments to sharehol ders or
affiliates. 1 would just |ike to know how nmuch QO ynpic
has paid to its shareholders or affiliates. W have
received a representation there have been no divi dends
paid. W have received certain representations with
regard to paynents under the managenent contract. |If
those are all the paynents that have been made to
shar ehol ders or affiliates, then we can just nopve on
fromthis as well. |If there are other paynents that
have not been set forth in either of those two sources,
then I would like an answer conpelled with regard to
t hose ot hers, other paynents.

JUDGE WALLIS: M. Marshall

MR, MARSHALL: There are no other paynents
that we're aware of other than the ones just stated by
M. Brena.

MR. BRENA: Thank you. And based on that



00455

representation, | have conpleted with the notice of
nonconpl i ance.

JUDGE WALLIS: Very well. Shall we nove on
to the second notion to conpel.

MR, BRENA: Your Honor, |'msorry, nobody is

tal king, are you waiting for ne to go forward with ny
noti on?

JUDGE WALLIS: | asked whether we should
proceed with that at this tine.

MR. BRENA: Yes, we're certainly prepared to.

JUDGE WALLIS: Very wel |

MR, BRENA: There are sonme very inportant
issues in this interimrate proceedi ng that we have
tried to go to the heart of with regard to these, our
second set of discovery requests, and | would like to
just go through themone at a tine.

JUDGE WALLI'S: Pl ease proceed.

MR. BRENA: Just in general argunent, and
t hen when we get into the specifics, then | would like
to argue themspecifically. [Is that acceptable, Your
Honor ?

JUDGE WALLIS: | believe it is, with the
understandi ng that the argunent is limted to the
guestion of whether or not itens should be conpell ed.

MR, BRENA: Well, the first thing that |



00456

would Iike to state is that the discovery rule is in

pl ace, that the discovery standard is a broad standard,
and that it relates to information which nay lead to
rel evant information. |It's not restricted to rel evant
information. So | don't think it would be appropriate
to cast discovery in terns of what is essential to have
or in other such mandatory terns in order to go forward

with a particular procedural schedule. | think it's
i mportant for the discovery rule not to be narrowed or
nodified in a fashion down to -- in that fashion

That being said, we tried very hard based on
the di scovery that we | ooked at to focus on particul ar
areas that we want answers to. They're interrogatories,
there's four of them they're not conplicated, they
i nvolve information that should be readily available to
A ynpi c.

As near as Tesoro has been able to determ ne
the cause for their previous financial distress is the
VWhat com Creek and a failed Cascade, Cross Cascade
project. Now in both of those -- in the first situation
i n What com Creek, the costs associated with that are
costs associated with the negligent operation of the
line, and we think there is a legitinmte issue that
shoul d be brought forward in the interimrate issue as
to whether or not that is something that a rate payer
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shoul d be responsible to pay. It's the same with the
fail ed Cross Cascade project. So to just take these
briefly just one at a tinme and then to reserve argunent.

The first request |I'mlooking for, ensure the
policy nunber and the anmpunt of insurance clains O ynpic
has filed as a result of Whatcom Creek accident. The --
in various board mnutes, the board has indicated a
likely recovery factor, and we think that just asking
for what clainms have been filed under what insurance
policies is very inportant. To the degree that they're
asking to be reinbursed for costs fromthe rate payer
for which they are otherw se rei nbursed by insurance, we
think that the interimrate increase should not be
allowed. So we have just asked for themto |ist what
i nsurance cl ai ns they have nmade by what policy and what
anounts. That would also help us clarify something we
have had a very difficult tine clarifying, which is what
are the Whatcom Creek expenses. W think that to the
degree that they filed for these insurance clains, it's
a good and efficient way to identify what those clains
in fact are.

Wth regard to the second request, we have
asked themto identify what third parties and what
clains they expect to recover sone of those costs
associated with the prior negligent operation of the
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line. Obviously to the degree they're asking the rate
payer to pay a dollar of the cost, they should match
with the same dollar frominsurance, they also shoul d
match with the sane dollar fromthird parties. So we're
trying to quantify to the degree we can third party
paynments to the conpany for expenses that they have
identified or associated with their financial distress
and their need for interimrates.

The third request goes to the Cross Cascades
project. The corporate board m nutes indicate that
there's about $23 MIlion that they were considering
witing off in 1998 or 1999. W have asked with regard
to that project how it has been properly accounted for
Because to the degree that their financial distress is
associated with a failed future pipeline project, we
believe that is a sharehol der and not a rate payer
i ssue, and so we want to quantify and identify again the
source and cause of their distress so that we can put on
a case that indicates to what degree their distress
shoul d be borne by their rate payers. To the degree
that it's negligent operation of the line or a failed
expansi on project, we feel their sharehol ders should be
responsi ble for that. To the degree that it's
associated with safety inprovenents or normal recurring
operating expenses, we think that that would be a rate
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payer expense.

And the final request asks themto quantify
the total anount of casualty and other loss related to
What com Creek which they have booked to date.

So with regard to each of those, we have not
received a response. Wth regard to each of those, we
think that it's reasonable to ask for it. There is a
maj or issue in this case, and the major issue in this
case is, which of these -- what's the source for their
di stress, what's the cause for their distress, and to
what degree as a matter of regulatory |aw should that be
borne by the rate payers versus the sharehol ders versus
the insurers versus their self insurance or versus third
party clainms for contribution

So that would be my overall conments, Your
Honor .

JUDGE WALLIS: Let's ask for a response from
ot hers on that point.

M. Marshall.

MR. MARSHALL: Yes. Once again, M. Brena is
incorrect. W have responded to Interrogatory Nunber 1,
2, 3, and 4. First of all, we noted that this discovery
i s dependent on the parties being very careful not to
overload. And | refer back to the initial pre-hearing
conference of November 21st, and we had statenents from
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all the parties that the thing that we need to do is
make sure that discovery is narrowmy targeted so that we
could neet the interim case deadlines which were
pressing people. W have literally responded with
t housands and t housands of pages of mmterial here, and
we have responded by producing nore in this |ast nonth
than many general rate cases have throughout the entire
di scovery peri od.

This issue here, let me address Interrogatory
Nunmber 1 first, they want to know about all insurance
clains A ynpic has nmade. We have made it very clear
that we aren't asking for anything related to the
What com County accident. Whether we get reinbursed for
that or not reinbursed for that should not matter to
anybody. Mbreover, it won't be known as to whet her any
rei mbursenents are going to cone fromthe insurance
conpanies for a long time to come. And having M. Brena
say that it's vital to his interimcase or even his
general case does not stand up to logic. W said that
this, in our response, well, we said this was not
relevant to AQynpic's interimcase, not reasonably
calculated to lead to discovery of adm ssible evidence
inthe interimcase. W also said it duplicates
informati on al ready requested in Tesoro's first
di scovery request.
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We said without waiving our objections, we
referred themto Interrogatories, our responses to
Interrogatories 1, 4, 35, 37, 39, and 40, which address
the issues of casualty loss resulting fromthe Whatcom
Creek incident, and all the reasons for OQynpic's
financial condition in all of the materials that have
been produced. They know what the total costs are of
t he What com Creek accident, because they are booked to

an account. They know the total. They also know, and
we will point out to the response where it's booked,
what anounts are booked in expected or at |east
estimated insurance recoveries. That's all | think that

they need for the tine being so that we can get on with
this and both parties, all parties, present their case
on the interimrate relief issue and then nove into the
general rate case.

Wth regard to Interrogatory Nunmber 2, they
want to know by defendant, case nunber, and doll ar

anount all | osses that Oynpic has filed | egal action
for recovery as a result of the Whatcom Creek acci dent.
There too it hardly nmatters what will happen down the

road fromthat, but the truth is we won't know what will
happen on that. You can make clains with insurance
conpani es, you can nmeke clains in court, and that won't
answer the question as to whether that will ever be
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forthcoming. But in any event, we're asking for
rei mbursenents in anounts that we're not asking Tosco or
Tesoro to hel p out on.

It is clear as can be that for a | ong period
of time Aynpic had no incone conming in, and that is
absolutely true that that was initiated by the Watcom
Creek accident, but that the steps taken to do testing
of other types unrelated to the cause of the \Watcom
Creek acci dent caused the pipeline to be shut down for a
further period of time. It is not accurate for
M. Brena to try to say that O ynpic was negligent in
causi ng a What com Creek accident, and therefore
everything comng fromthat either directly or
indirectly ought to be a cost where you're not being
able to recover either interimrates or general rates.
But the point is we're not asking for Watcom Creek
acci dent recoveries. W're not asking anybody to becone
an insurer of this and to nake any paynents for that.

Wth regard to Interrogatory Nunber 3, it
asks about the anmpunts expanded on the Cross Cascades
pi peline project. There again, this was an issue that
isn't relevant to the interimcase. The interimcase
deals with a very specific issue about what is the
current condition now, and do you need interimrates
before you get to the end of this to be able to continue
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to operate safely and reliably. The main case will deal
with this issue. | think given the anount of linmted
time that we all have to prepare for the interimcase,
we should not be and can not be going into the general
rate case i ssues now. There just isn't time given all
of the other data requests and all that have been
responded to in the period of tine over the holidays
t hat we have.

And finally on Interrogatory Nunmber 4, it's
-- they ask again for the dollar anpunt of the total
casualty and other | oss related to Whatcom Creek that
A ynpi ¢ has booked to date. W pointed out what those
are. We have given an answer to this. W don't believe
that any of this is relevant to the interimcase, but we
have provi ded those bookkeeping entries.

So M. Brena's statenent that he doesn't have
i nformati on on which to prepare an interim case we
believe is incorrect. He has it. W have responded.
W t hout wai vi ng our objections, we have responded to all
of the things we have been tal king about for the |ast
three hours or so.

MR. TROTTER:  Your Honor.

JUDGE WALLIS: M. Trotter.

MR. TROTTER: This is Don Trotter. The
conpany has represented as clear as it can that it's not



00464

asking for Whatcom Creek costs in the interimcase, and
we understand that now, but | think it is reasonable to
have themidentify these nunbers so that we can renove
them from any of our analysis in this phase of the case
and to be sure that we have the nunbers, the correct
nunbers. Now if the conpany has supplied the precise
nunber, presunmably it would be pretty easy to either
cite the exact number -- just recite the exact nunber,
that would be very little burdon on that, or state
exactly where in the discovery that exact number is
found. W do have sone nunbers in their pro form

i ncome statements, and if the total colum is the
nunber, then give us the colum and |ine nunber, and we
can nove on. | think it would be a very, very m ni nal
burdon, but it certainly is relevant for us to elininate
those costs fromour analysis. W need to know the
anount with no di spute about what it is.

On the -- so | think that covers 1, 2, and
with respect to nunber 2, the clains, to the extent that
we understand what the clains are, there's at |east --
it's at least relevant to an inproving financia
position. |If there are clains outstanding, that
certainly woul d refl ect sonewhat positively on future
prospects of the conpany. Frankly, |I'mnot sure that
that's going to get us too far down the road, but it is
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probative in that regard. And again, if it's a burdon
issue, so be it. But if not, it does seemto ne to be
sonmewhat rel evant.

On the Cross Cascades project, | don't have
the data request in front of nme, but | think it asked
for the accounting. It would seemthat to the extent

t hat noneys have been invested in this project that have
not borne fruit or if there's been an unconpensated
writeoff and that's affecting their financial position
that that's certainly sonething we should at |east take
a | ook at.

The | ast request deals again with Whatcom
Creek anpunts. And again, if we have the nunber, then
they should be able to recite it. | think we do have
the nunber, so if a specific colum and |ine nunber can
be stated, then | think we can nove on very rapidly on a
coupl e of these. Thank you.

MR. FINKLEA: Your Honor, Ed Finklea for
Tosco.

JUDGE WALLIS: M. Finklea.

MR. FINKLEA: And | think M. Brena and
M. Trotter have explained the rel evancy of this
information, and | think it should be produced. The
fact that the conpany represents that nothing having
anything to do with the Cross Cascades project is in the
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case doesn't answer the question that M. Brena asked,
and | think customers are entitled to numbers. That's
all that we're asking for is nunbers. And as
M. Trotter has explained, if the nunbers have been
provi ded, then all O ynpic has to do is point us to the
nunbers. |f they haven't been provided, then they
shoul d be.

MR. BRENA: Your Honor, if | may briefly
reply to the general points before turning to the
i ndi vi dual ones.

JUDGE WALLIS: Well, | would be interested in
your response to M. Marshall

MR, BRENA: Okay. First of all with regard
to his representation that they are not intending to
rely on Whatcom Creek or the Cross Cascade information
for their interimrate relief, that just isn't what
their case says. And he can make what representations
he chooses, but they have based their request for
interimrelief on two things, a deteriorating financia
position and | osses that they identified specifically
that include these nunbers. And they -- and the other
-- the other basis has to do with affiliated debt that
they undertook to pay for those extraordi nary expenses.
So the hardest part of this case is to sort out how much
t hose expenses shoul d be.
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Now one good way to do it w th Watcom Creek
is to see what the actual insurance clains have been by
the conpany. That's pretty clear. |If they have
incurred | osses, we have asked for themto list the
insurer. There's nowhere that they have indicated who
their insurers are. W have asked for them with regard
to Interrogatory Number 1, we have asked for themto
produce a policy nunber and the dollar anpunt claimed in

total. That's very useful cross check, and it's
i mportant.

Now before I go through the specifics, | want
to say that this distinction between the interimand the
general rate case is starting to be lost on ne. It's

starting to be lost on nme because their direct case has
been filed. W have every right to serve genera

di scovery on themany tine we choose. They have cl ai ned
burdon and overl oad before when they're preparing their
case. Their case is prepared. The burdon is entirely

on us in this case. They are doing -- they are
responding to nothing -- to nothing else.

Now so | am asking for this information on an
interimbasis, and | have explained why, but it's -- but
| don't think that the request could be granted or
deni ed based on the interimrate alone. | think that

it's a question that needs to be asked, that needs to be
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answered for both rate cases. |It's inportant to the
interimrate case, because unlike their general rate
case, they are basing their request for interimrates on
| osses and a deteriorating financial position that are
al nost entirely the result of Whatcom Creek and the
Cascades project.

If you take those out, if you take those out
of the equation, this conpany was maki ng noney before
VWhat com Creek and now is making a whole lot nmore than it
was even then. So we're entitled to know not just a
representation that they're not or that -- we're
entitled to explore whether or not their financia
condition is deteriorating or inproving and what the
cause of it is, and we need specifics to do that. What
nunber shoul d we back out, M. Mrshall, and based on
what cl ai ns.

JUDGE WALLIS: Does that concl ude your

response?

MR, BRENA: |'mjust reviewi ng my notes, Your
Honor .

It does my general ones. |'mready for
argunent on Nunber 1.

JUDGE WALLIS: M. Mrshall, | would like to

hear your response to the issue in general and to the
poi nts that have been raised, and specifically would
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like to hear your response to the point that's been
rai sed that the conpany is representing that it is not
pursui ng these expenses. And consequently, to the
extent the conpany is naking that representation, is not
the exact valuation of those expenses and information
supporting that calculation properly subject to
di scovery?

MR, MARSHALL: The interrogatories that they
have asked about Whatcom Creek in Interrogatory Nunmber 1
and 2 ask what insurance clains have you made and what
| egal actions have you filed for recovery of these

| osses. That will produce nothing but speculation as to
whet her any of those |osses will be covered by insurance
or by any claims. It advances nothing in terns of the

interimcase or the general case to say yes, we have a
claimfor this particular expense or that particular
expense.

We have said in our earlier discussions on
this in response to Interrogatory Nunmber 35 that the
What com Creek accident costs are reflected under expense
item casualty and other losses in AQynpic's incomne
statement. The parties know how much that is. Having
i nformati on about what clai ns have been nade to get
rei mbursenment for these when we know that the
rei mbursenent issues will not be decided for a long tine
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to come will add nothing but additional burdon and work
on Oynpic in the next few days until we get to the
interimcase hearing on the 7th and 8th of January.
It's a chase that's not worth the effort of the parties
at this time. It won't provide themw th any
information that will be useful for the case.

Wth regard to Interrogatory Nunmber 4, that
asks for the dollar amount of the total casualty and
other loss related to Wiatcom Creek that O ynpic has
booked to date. We tal ked about that at length in
response to Interrogatory Nunmber 35 already. |It's
booked as an expense under casualty and other | osses on
O ynpic's incone statenent. W have answered that. So
to the extent that they want the information on
Interrogatory Nunmber 4, we think they have that. They
don't need anything further in that regard.

Wth regard to the Cross Cascades pipeline
project, what's been spent on that and how that has been
spent, there again, we are going to have a futile effort
for the interimcase to say, gee, these expenses were
ei ther good expenses or they were in M. Brena's words
negli gent expenses. It's not in the real mof
possibility to nake deci sions on whether these expenses
were negligent or not negligent, to use his phrase.
Those expenses and all past expenses by O ynpic are what
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they are. The status of the financial condition of
Oynpic is what it is. And where to go fromhere is the

whol e purpose of the interimcase. |Is there a need for
interimrate relief or not.
M. Brena seens to think that, well, we can

segregate out those expenses that are legitimte from

t hose expenses that he doesn't consider to be
legitimate, and sonmehow we can give | ess than what m ght
be needed for an interimanount. | think the Comm ssion
wi |l make a decision on the interim anount dependi ng on
the existing financial condition of Oynpic and the

exi sting need to have further expenditures for the safe
and reliable operation of this pipeline. Those are
things that don't demand, require, or in any way relate
to how many clains Oynpic has nade agai nst any

i nsurance conpany, any other third party, or what
expenses nmay have been nmade in the past on any other
particul ar issue.

We think that we're about to go down a path
here on a lot of further details that really won't play
out and have any inportance for the Conm ssion on the
7th and 8th. In any kind of a general way, you have to
take a conmpany's financial condition for what it is. It
is what it is. And there are a lot of factors that
contribute to where it is. The question that the
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Conmi ssion will have to ask is, what do they do given
the current status of the financial condition. Do they
allow an interimrate increase, or don't they. They can
al ways nake it subject to refund under the conditions
that we tal ked about before, the various factors at the
end of a general case. But | think we're spending an
awful lot of time on purely speculative and
argunentative matters by M. Brena.

The final point | would nake is that these
interrogatories, like many others, are multiple parts.
They're just not one interrogatory. They're just not
sinple. And when you start to answer questions, it just
the question begats question begats question. And we're
now to the point where we have -- I'mstaring at the
table, and it's just under about a foot and a hal f of
paper that's been produced by O ynpic to date already.
So | doubt that whether the parties have even read the
general case filings that have been nade. That was a
fairly significant filing.

VWhat we have to do is we have to focus on
what's going to be essential for this interimcase, and
t he amount of clainms that have been made, the
specul ative nature of whether any of that is going to be
recovered can't and won't be known by the 7th and 8th of
January.
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MR. BRENA: Your Honor, this is Robin, |
would like to respond, | would like to briefly respond.

JUDGE WALLIS: Very briefly, please.

MR, BRENA: |t was ny understanding that he
began the general coments by saying they were not
relying on the interimcase. |[It's my understanding of
the coments that he just made that they are relying on
all the |losses that are associated with Whatcom Creek as
well as the Cross Cascade failed project, and that is
exactly what | feared. We don't think -- if they're not
entitled to recover it froma rate payer, they're not
entitled to recover it froma rate payer whether it's in
an interimor a general rate case, and | just heard
M. Marshall specifically rely on the | osses. He said
their current financial position is their current
financi al position however they got there. Wll, the
way they got there was Whatcom Creek and the failed
Cross Cascades project as near as we can figure out.

| also heard M. Marshall start to define the
scope of our discovery based on what's essential for the
interimrate. I'mentitled to this for the interim
case. |I'malso entitled to this under the general case.
So let's get toit. Let's not waste our tine, you know.
I nmean what do | have to do, resupply the sane thing to
get the information? Whether it's a three day response
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or a ten day response, it's going to be a ten day
response before we get a response to it. W need to
know their insurers, we need to know their policy
nunbers, we need to know their dollar amunts.

And then finally, you know, |'m disappointed
to hear that we have to rely on their calcul ation of
expected insurance recoveries based on sone -- based on

some book. Their board of directors indicate that they
shoul d expect a 60% recovery factor but that we're not
entitled to see any of that. You know, this is beyond
just making representations. W want to see information
that supports their clains that they're in a
deteriorating financial position with regard to matters
which are or should be a rate payer issue. You know,
with regard to his general comments, perhaps they ought
to just put sone noney into this conpany.

I"'mready to proceed specifically.

JUDGE WALLIS: M. Trotter, let ne call on
you for any concl udi ng observati on

MR, TROTTER: Just a couple, Your Honor. |
do think that it is material to understand how a conpany
gets into a position that it's in and what its future
prospects are. |It's very clear in reading the interim
relief orders that the Commi ssion wants to know what the
short-term prospects are. |f those are inproving
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because of |ack of nonrecurring items such as an event
i ke Whatcom Creek, then that's pertinent. And so it is
i nportant to understand how a conpany got there and what
their future prospects are, and that's what the Staff is
attenpting to look into, and certainly the details on
What com Creek and so on are pertinent to that. Whether
the precise details are available or not and if there's
an issue of burdon, well, then so be it. But | think
the requests are at |east pertinent to get a better grip
on the causes of the situation and the future prospects.

JUDGE WALLIS: Do you speak in favor of al
of the requests?

MR, TROTTER: | think generally, yes. Yes.

JUDGE WALLIS: Very well

When we enbarked by taking our first steps
down the path that we are now on, ny recollection is
that M. Brena was asked what the nature of his
inquiries in discovery would be and how t hey woul d
di ffer between the interimand the general. And if |
recall correctly, his response was that his areas of
inquiry would be simlar but that the depth would be
di fferent between the general and the interimrate
request.

What | have heard this evening is a little
bit different, and | hear M. Brena saying, well, we
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have to answer this question ultimately, we're going to
raise it and resolve it in the interim and we need that
informati on, so we mght as well get it now and have it.
| amjust not confortable with that.

As M. Trotter points out, the Conm ssion's
focus in a matter involving interimrelief is narrow
It is not an in-depth review of the kind that can be
taken even in as short a suspension period as applies to
this pipeline company. We sinply can not litigate
everything on the interimthat we have to litigate in

order to resolve the questions in the general. That is
not an acceptable approach. It is not a workable
approach. It is not an approach that the Conmi ssion has
used.

The Conmi ssion | ooks at the financia
situation of the conpany as it exists. |If this were an
eart hquake that devastated the conpany or if it were
sonmet hi ng caused by their own actions, it still is a

situation that, a financial situation, that does need to
be explored in an appropriate |level of depth to
determi ne whet her the Commi ssion should under the
pertinent standards grant interimrelief. But it is not
and can not becone the full rate case.

Wth that predicate, let's | ook at the
i ndividual itens. | really in light of the hour would



00477

ask counsel to Iimt the length of your argument, neke
your points, make them once, and let's get matters
resol ved and nove on.

M. Brena.

MR. BRENA: W th regard to Interrogatory
Nunber 1, we have asked for the insurer, the policy
nunber, and the dollar amount of all insurance clains
they have filed as a result of \Whatcom Creek. And we
have asked themto explain if those are sone of -- if
those are part of the reason for the deteriorating
financial position. That's what we have asked for

Wth regard to Your Honor's concern,
believe my response was one of |esser intensity. There
woul d have been, had this been a general rate case
qguestion, there would have been requests for the
policies. There would have been requests for
production. Qur entire second set of discovery is four
sinple interrogatories. \What we're asking for in
Interrogatory Number 1, an insurer, a policy number, and
a dollar amount. Now that can't be a |ist nore than
five insurers and policy nunbers and dol |l ar anounts.
That is not burdensome. It is not intensive. It is
very sinple to provide. W're entitled to have it so
that we can separate out the reasons associated with
their financial condition.
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This is not a situation where there has been
an earthquake. This is a situation where they have
m smanaged their conpany in the past and it has resulted
i n huge expenses due to negligent operation. W need to
figure out inthe interimrate how to separate out those
expenses. W have to have the nunmbers to do that. Now
it's particularly a concern because where O ynpic cane
forward initially with the refundability proposal, they
have wi thdrawn their refundability proposal, and any
amounts that they collect fromthe shippers that is
i nproperly paid will never be recovered under -- may
never be recovered until the refundability issue is
rai sed.

So we, as part of the interimcase, we need
to have this information. This is probably three
i nsurers, probably four policy nunbers, and probably
four dollar amounts. We do not think that this broaches
the -- goes beyond the scope of the intensity that |
indicated that we would restrict ourselves to in
response to Your Honor's question

JUDGE WALLIS: Why is this information
essential? Well, let ne rephrase that.

Why is this informati on appropriate for an
inquiry given the limted scope of the interim
proceedi ng?



00479

MR. BRENA: G ven the limted scope?

JUDGE WALLIS: Yes, what does the answer
contribute?

MR. BRENA: The answer |ets us know the
degree to which they're asking for rate payer and
per haps non-refundable relief that they have also filed
i nsurance clains for. It would identify -- it would be
a cross check, an objective cross check, on their
What com Creek booki ngs, because they're likely to file
i nsurance clainms that are conplete. W have had a very
hard tinme trying to get themto quantify the Watcom
Creek expenses, so it would help do that. And it would
also identify the degree to which they expect to be
conpensated fromtheir insurers for these expenses for
which they're requesting interimrelief, perhaps
non-refundable fromtheir rate payers.

JUDGE WALLIS: M. Marshall

MR, MARSHALL: Well, information about policy
nunbers, clains, insurers, dollar amounts that m ght be
cl ai med can never be resolved before the 7th and 8th of
January. | fear that what M. Brena is doing is he's
trying to open up yet a whole nother line of inquiry by
specul ati ng on what we m ght recover frominsurance on
anounts on the Whatcom Creek incident, which we by the
way have said in our incone statenent. W have totalled
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up what those anpunts are. He can argue if he wants to
the Comm ssion that we can recover all or none or half
of these amounts. It will all in the end be

specul ation. But he's just opening another door for a
whol e new set of inquiries that won't take us any
further on this interimcase.

JUDGE WALLIS: M. Trotter.

MR, TROTTER: | have nothing to add, Your
Honor .

JUDGE WALLIS: M. Finklea.

MR. FI NKLEA: Well, Your Honor, the nore |
hear from M. Marshall, the nore | think this is so
appropriate for the interi mrequest, because we're going
to precisely the question that the conpany has teed up
which is the nature of this financial enmergency. And
the limted amount of discovery in the second set would
certainly not be burdensonme. | haven't heard anything
to the effect that it is. And | think it's M. Brena is
absolutely right, that this is a level of inquiry that's
essential for the interimas well as ultimtely for the
general, and this is certainly going to be an inquiry in
the general as well. But this is a very limted
di scovery, it wouldn't be burdensome, and it would be
highly relevant to the interimrequest.

JUDGE WALLIS: Very well, I'msatisfied based
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on the discussion relating to this matter that there is
no indication that it is burdensome and that it is
appropriate for discovery, and the conpany shoul d
respond.

Let's nove on.

MR, BRENA: |Interrogatory Nunber 2, we ask
for the sane type of information with regard to
out standi ng | egal clains.

JUDGE WALLIS: M. Marshall

MR. BRENA: Against third parties. M
argunments woul d sinply be repeated, Your Honor

JUDGE WALLIS: M. Marshall, would yours as

wel | ?

MR, MARSHALL: Yes, again, the outcone of any
of these clains won't be known until long after the
interimcase is decided. |It's just a matter of

specul ati on.

JUDGE WALLIS: Well, we haven't -- we're not
addressing the question of admi ssibility or the question
of for what purpose the information m ght be offered in
the event of a hearing. W're sinply |ooking at whether
it appears to be discoverabl e based on the discussions
and the analysis that's been presented so far, and
bel i eve based on those discussions for the same reasons
identified in support of the earlier matter, the
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i nsurance clainms, that it is appropriate that the
conmpany respond to this request.

MR, MARSHALL: Just as a matter of
clarification, is the response limted to the first
sentence of each of these two interrogatories? Are we
to provide the insurer, policy nunber, and dollar anpunt
of the clainms and then the defendant, case nunber, and
dol I ar amount of all |osses? Wuld that be it, or are
we going to be opening up another line of inquiry based
on all of that?

JUDGE WALLIS: | don't have the
interrogatories in front of ne. That appears to be the
nature of the request.

M. Brena, is that correct?

MR, BRENA: |t asks for a list by insurer
policy nunber, and dollar amount all insurance clainms
QO ynpic has filed as a result of the Whatcom Creek
incident. The second sentence is:

Pl ease al so expl ai n whether the | osses

for which Oynpic has filed such

i nsurance clains contributed to the

deteriorating financial condition that

M. Batch described in his testinony.

And the answer to the second question is yes
or no.
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MR. MARSHALL: No, it's asking for
expl anation, and that's what | fear is we're going down
a slippery slope. These aren't just sinple
interrogatories. They're nmultipart interrogatories.
We're going to get M. Brena arguing that, well, you
supplied this information but not that information, and
we will be back here again. | think that if the
l[imtation is to the insurer, policy nunber, and doll ar
amount that's clained, that the anount for |egal actions
t hat have been filed, that's one thing. But if he wants
to go beyond that, | think we ought to have a clear
under standi ng that he waits for another day for that.

MR. BRENA: Your Honor, this is Robin Brena.
He may interpret that second sentence as a yes or no
questi on.

JUDGE WALLIS: Is that an observation or a
conmi t ment ?

MR. BRENA: That is a commtnent.

JUDGE WALLIS: M. Marshall, does that
satisfy your concern?

MR, MARSHALL: Well, | guess | -- so instead
of asking please explain whether |osses are, are these
| osses contributing to the deteriorating financia
condition or not? | guess that's what you're asking
now?
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JUDGE WALLIS: May we interpret the question
t hat way, M. Brena?

MR. BRENA: You may.

JUDGE WALLIS: Very well. On that basis,
pl ease respond.

MR. BRENA: It's the sane with the second
interrogatory. |It's the sanme second question, Your
Honor .

JUDGE WALLIS: Yes.

Let's nove on.

MR. BRENA: So may | assune the sane thing
with regard to the second question of the second
i nterrogatory?

JUDGE WALLI'S:  Yes.

MR, BRENA: |'msorry, | didn't hear you.

JUDGE WALLIS: Yes, if you're nmeking the sane
representation.

MR. BRENA: I"'msorry, | can't hear if I'm
interrupting or not.

JUDGE WALLIS: Pl ease proceed.

MR, BRENA: (kay. Interrogatory Number 3,
and | will just read it:

Pl ease indicate the total dollar anpunt

O ynpi ¢ has expended on the Cross

Cascade pipeline project, and explain



how and in what period O ynpic has

accounted for these anmpunts.

And then the second, there's a second
sentence that is the same as the sentence in the first
two. In this regard, let nme say that the corporate
m nutes for the conpany indicate that they have expended
between $21 MIlion and $23 MIlion with regard to the
Cross Cascades project, and there was some indication
that that amount was to be witten off. W are just
trying to understand what happened to that noney and how
it was accounted for so that we can properly eval uate
their interimrequest.

| have nothing further.

JUDGE WALLIS: M. Brena, are you nerely
asking for the total anount?

MR. BRENA: The total anobunt and how it has
been accounted for.

JUDGE WALLI'S: What do you nean by that?

MR. BRENA: How it's inpacted their financia
statements, where it is in their financial statenents.
There was sone indication in 1998 that they intended to
wite off $23 MIlion, but we don't know if they did or
what period they did or not. So we're asking for what
the accounting treatnent of those expenses has been on
t heir books.
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JUDGE WALLIS: M. Marshall

MR. MARSHALL: Well, | don't know anyt hing
about the Cross Cascade pipeline project, but it's very
difficult for me to respond to this. | think this is
clearly going to open a door on asking everything that
anybody did on anything in the past and say, well, if
you didn't do that, then you wouldn't be in as bad a
position as you are now. You can take out Whatcom
Creek, you can take out this, there would still be a
need for interimrelief and a need for general relief in
t he case.

So I'"'m-- and this also apparently, Cross
Cascades pipeline project, predated the BP acquisition
of heirs of Arco, it predated the operating managenent
agreenent of July 1st, 2000. This is just one of those
situations where M. Brena has pulled out sonething from
prior mnutes apparently, and |I'm not even sure where
that is, and is trying to make an argunent that sonmebody
at some tinme may not have invested noney in what he
considers to be an appropriate project.

I think to try to go into that is going to
rai se a host of problenms trying to go back and
reconstruct the history of three, four, five years ago,
or nore. | don't know. | have no idea what this Cross
Cascades pipeline project will entail, you know, how
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burdensome it will be. It doesn't seemsinple as
M. Brena is trying to explain it.

JUDGE WALLIS: M. Finklea.

MR. FINKLEA: Well, | think like the Whatcom
situation that this is something that could lead to
di scovery that's relevant if indeed we find that there
was a nmmjor investnment and that's been witten off. And
even if the rate payers are being asked in the genera
to fund that investnent, if that investnment is part of
what has precipitated the financial enmergency they're
presenting to the Commi ssion, that's relevant to the
question of whether an interimis appropriate.

JUDGE WALLIS: M. Trotter

MR. TROTTER: It does seemto nme that the

anount should be relatively easily ascertainable. If it
was witten off, it should be known. And if -- these
accounts are usually -- projects are usually the

bal ances are kept separate in separate accounts, so the
burdon should be fairly slight. | think the answer

m ght be pretty clear. If it's still accunulating on
their books, then we will know that. [If it has been
written off in a prior period, we will know that. We

can draw the conclusion that cones fromthat.
| do think, for exanple, if there was an
unconpensated witeoff in the test year, then on a going
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forward basis, we would want to know that. Now but if
that's not what happened, then it will help to know t hat
too. But there is a specter of these costs and how t hey
were treated, and to ne the burdon, if it is significant
burdon, then perhaps you should rule accordingly. But
it seems to ne on its face the burdon should be fairly
slight.

JUDGE WALLIS: M. Marshall, are you
representing that there is any burdon to this?

MR. MARSHALL: Your Honor, | sinmply don't
know. | don't know enough about the Cross Cascade
pi peline project. But, you know, let's assunme for the
nonent that it was witten off or let's assune that it
wasn't. \Whether it was or wasn't witten off says
not hi ng about whet her these costs were appropriately
incurred. You have to have another |eap of argument to
say, well, certain costs were incurred, certain costs
were witten off, therefore those costs were inprudent,
and therefore there shouldn't be any accounting for the
interimcase or the general case for this.

I think we're getting into just a conplete
bog on that kind of thing. You can nake the argunent
about any cost or series of costs or group of costs,
gosh, we didn't need to do that. But does that say that
you should or shouldn't have interimrates? | don't
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think so. | think this is one of those issues where you
have to cross so many other |ogical bridges to get to
the point where this has an i npact on whether interim
rate relief is required that down that path is to start
down a path that really doesn't have an end.

But | don't know about the ampunts expended.
I don't know whet her anybody even, if you could say they
were witten off or not witten off, could say a thing
about whether this was a good idea, a bad idea, one that
shoul d be dusted off and done again, or not. | nean al
of those are inplicit in this request. All of those
argunents are there in justifying why anybody shoul d
start going down that path to begin with. And | don't
t hi nk those, | mean unless we want to have a ful
general case on everything that's been spent, we can
head down that way profitably.

MR. BRENA: Your Honor, may | reply briefly?

JUDGE WALLIS: | would like to, | think, nake
a ruling at this juncture. | don't believe that we are
| ooki ng at the question of admissibility at this
juncture. | think we are |ooking at the question of the

conpl eteness and accuracy of the conpany's
representation of its financial situation, and | do not
believe that the information that's been requested is
burdensome. Wth that, | do think it's appropriate that
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1 the conpany respond to the request.

2 MR. BRENA: W th regard to Interrogatory

3 Nunber 4, | think nost of the argunents have been made.
4 W just want themto say a dollar anpbunt associated with
5 Whatcom Creek. You know, it's not -- it's not going to
6 be ultimately in anybody's benefit if you have five

7 different cal cul ati ons of the Whatcom Creek expenses.

8 This is -- we just sinply asked:

9 Pl ease indicate by dollar anmount the

10 total casualty and other loss related to

11 t he What com Creek accident which O ympic

12 has booked to date.

13 We just asked themjust put a dollar anopunt
14 toit.

15 JUDGE WALLIS: M. Marshall

16 MR. BRENA: And then the second sentence is
17 the sane as the other -- as the second sentences on al
18 of themare the sane.

19 JUDGE WALLIS: Yes.
20 M. Marshall.
21 MR, BRENA: And | nmeke the sanme points with

22 regard to the second sentence and the sane

23 nodifications.

24 JUDGE WALLIS: M. Marshall

25 MR, MARSHALL: Well, actually, | think we
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have provided the accounting for the Watcom Creek
accidents in response to Interrogatory Nunber 35
al ready.

JUDGE WALLIS: Well, in that event, it
strikes ne that you can refer to the total dollar anpunt
if that is the answer to the question as it is phrased
here, and we can then nove on

M. Trotter and M. Finklea, do you have

comment s?

MR. TROTTER: No, Your Honor

MR. FI NKLEA: No, Your Honor.

JUDGE WALLI S: M. Brena.

MR, BRENA: That conpletes our notion, Your
Honor .

JUDGE WALLIS: Very well

MR, BRENA: And Tesoro has nothing further.

JUDGE WALLIS: Very well

Is there anything further to do this evening?

I will note that the question of timng of
the interimdocket is not resolved, and | would like to
meke arrangenents for us to tel econference again on
either Thursday or Friday. | think probably Thursday
woul d be better. | don't have ny cal endar here. Wuld
it be acceptable to the parties to notify you by fax or
E-mail or both on Wednesday with the tine and
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arrangenents for a conference to discuss that
schedul i ng?

MR. TROTTER: Yes, Your Honor, for Comm ssion
Staff.

JUDGE WALLIS: M. Brena, will you be able on
Thur sday based upon the responses that are due in
tomorrow to address the question of scheduling?

MR. BRENA: Yes, Your Honor, and | would only

put one proviso in. |'massuming that all responses
served will be served electronically and by fax. W
have had unreliability by our Internet provider, so
don't -- wouldn't to rely just on the Internet.

JUDGE WALLIS: M. Marshall

MR, BRENA: But given that it's served in
bot h fashi ons, yes, Your Honor

JUDGE WALLIS: M. Marshall

MR, MARSHALL:  Your Honor

JUDGE WALLIS: Is that sonething the conpany
can do?

MR. MARSHALL: Yes, we can. We will send
everything out electronically and then start to fax to

M. Brena. | don't -- if it's okay with the other
parties, we will just stay with the electronic version
for them

MR, TROTTER: That's acceptable to Staff.



MR. FINKLEA: That's acceptable to Tosco.

JUDGE WALLIS: Very well.

MR, FI NKLEA: And, Your Honor, | would just
note that | believe there is a pre-hearing conference in
a Puget rate case on Thursday afternoon, so | will be in
Oynpia, soif we could -- if the -- if our continuing
conference occurs on Thursday, if it's in the norning, |
could attend personally. Oherwi se nmy associate will
attend by phone.

JUDGE WALLIS: Very well.

Is there anything further?

MR. BRENA: Nothing for Tesoro, Your Honor,

t hank you.

JUDGE WALLIS: Very well, thank you all very
much, and this conference is adjourned.

(Hearing adjourned at 8:30 p.m)






